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What’s the tax bill for 
transferring a family business?

The FINANCIAL

For business families 
planning to transfer 
their business from one 
generation to the next, 
the tax costs can vary 

widely, depending on where 
the business is located ac-
cording to the KPMG Enter-
prise global family business 

tax monitor. Some countries 
off er substantial tax breaks 
to help family businesses suc-
ceed and grow in the hands 
of the next generation while 
other countries tax transfers 
within families in the same 
way as any other transaction, 
creating signifi cant costs.

Both regionally and nation-
ally, however, there is con-
siderable variation in the tax 

rules governing family busi-
ness transfers. The report ex-
amines these diff erences in 65 
jurisdictions and their vary-
ing impacts on the successful 
transition of family business-
es from one generation to the 
next.

KPMG’s study found that 
Canada, Venezuela and Japan 
are among the countries that 
impose the highest taxes on 

family business transfers on 
death, even after you claim all 
available tax breaks.

Other countries - like Chi-
na, New Zealand and Nigeria 
- apply no special taxes on 
these transfers at all. Between 
the extremes, tax outcomes 
vary widely.

Employer Support for LGBT+ Talent is Falling Short
The FINANCIAL 

W hile the major-
ity (85%) of 
high perform-
ing LGBT+ 
employees feel 

comfortable being out at work 

– indicating that tremendous 
progress has been made in 
just a short time – most em-
ployers are still not doing all 
they can to support them and 
are missing out on the busi-
ness growth opportunities 
true LGBT+ inclusion can 
drive, according to recent sur-

vey by PwC and Out Leader-
ship.

New research highlights a 
gap between what high poten-
tial LGBT+ employees want 
from their career and what 
employers off er. Nearly three-
quarters (74%) of the LGBT+ 
employees surveyed believe 

that being out has had a posi-
tive impact on their career op-
portunities and advancement, 
and 61% on their ability to do 
business and engage with cus-
tomers.

Continued on p. 13
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Is Abkhazia 
Consuming 
Too Much? – 
March 2018 
Electricity 
Market 
Review

By LEVAN PAVLENISH-
VILI
ISET

In March 2018, Georgian 
power plants generated 
997 mln. KWh of electricity 
(+35% compared to March 
2017, and + 7% compared to 

February 2018). Nearly a quar-
ter (24 %) of this electricity was 
produced by the Enguri and 
Vardnili hydropower plants, 
which produced 188 mln. kWh 
and 49 mln. kWh, respectively.

Corruption is 
Back, Public 
Trust Towards 
Government 
Too Low, 
Survey 
Results

Optimism has 
reached an all-
time high

Interview with H.E Tadaharu Uehara, 
Japan Ambassador to Georgia
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CURRENT PRICES ON GASOLINE AND DIESEL  14 MAY, 2018, GEORGIA

Prices in GEL
G-Force Super 2.49
G-Force Premium 2.31
G-Force Euro Regular 2.25
Euro Regular 2.20
G-Force Euro Diesel 2.39
Euro Diesel 2.35
CNG 1.49

Prices in GEL

Eko Super 2.54
Eko Premium 2.39
Eko Diesel 2.41
Euro Diesel 2.35
Euro Regular 2.30
Diesel Energy 2.30

Prices in GEL

Super Ecto 100 2.55
Super Ecto 2.44
Premium Avangard Ecto 2.24
Euro Regular 2.14
Euro Deasel 2.28

Prices in GEL

Nano Super 2.50
Nano Premium 2.36
Nano Euro Regular 2.25
Nano Diesel 2.27
Nano Euro Diesel 2.37
GNG 1.45

Prices in GEL

Efi x Euro 98 2.55
Efi x Euro Premium 2.38
Euro Regular 2.30
Efi x Euro Diesel 2.37
Euro Diesel 2.30

GASOLINE PRICES PRESENTED BY 
BUSINESSTRAVELCOM
HOTEL AND AIRTICKET BOOKING: 
2 999 662 | SKY.GE

The Khachapuri Index kept 
declining in April, 2018, 
very much in line with 
the seasonal trend we ob-
serve every year. The aver-

age cost of cooking one standard 
Imeretian khachapuri currently 
stands at 3.28 GEL, which is 7.4% 
lower month-on-month (that is, 
compared to March 2018), and 1% 
lower year-on-year (that is, com-
pared to April 2017). The main 
driver of the Index is Imeretian 
cheese, consequently, the monthly 
and yearly decrease is associated 
with the price of cheese, which de-
clined by 13.5 %( m/m) and 0.9 %( 
y/y) in April 2018. 

The price of cheese directly de-
pends on the amount of milk pro-
duced and its price. Georgian 
milk prices exhibit high sea-
sonal volatility, mainly related 
to structural ineffi  ciencies in 
the country’s dairy production. 
Poorly planned calving periods 
(for most cows, in the winter 
months) limits the milk supply 
in winter, which in turn sharply 
increases milk prices during the 
winter months. These fl uctua-
tions in milk prices are refl ected 
in the Khachapuri Index. In gen-
eral, the Index reaches its highest 
value in January and is lowest in 
July. However, we can observe 
that somewhat lower fl uctuations 

in the Khachapuri Index were ob-
served in 2017. Are the price dif-
ferences in the Khachapuri Index 
for summer and winter getting 
closer? 

More time is needed to observe 
if this change is actually happen-
ing in Georgian dairy sector. How-
ever, a fi rst look at the graph, as 
well as some recent developments 

in the Georgian dairy sector, give 
some hope for the increased mod-
ernization of this sector. Accord-
ing to FAO, dairy farming in Geor-
gia is becoming more productive 
and profi table. Technological and 
structural upgrading of the sector 
will lead less fl uctuation in dairy 
prices.

Further, this pattern of slightly 

reduced price fl uctuations might 
also be related to the fact that 
there was an increasing trend in 
the use of imported milk powder 
in Georgia in 2017. As discussed 
in one of Khachapuri Index pub-
lications, the use of milk powder 
pushed cheese prices down in 
winter time (compared to previ-
ous years).

STRUCTURAL CHANGE IN THE GEORGIAN DAIRY SECTOR?

Is Abkhazia Consuming Too Much? – 
March 2018 Electricity Market Review

Investment in innovation key 
to impact and influence of 
Internal Audit groups, study 

See on p. 8

The FINANCIAL 

I nnovation is key to improv-nnovation is key to improv-
ing the impact and infl uence ing the impact and infl uence 
of the Internal Audit function of the Internal Audit function 
according to Deloitte Global’s according to Deloitte Global’s 
new Chief Audit Executive new Chief Audit Executive 

(CAE) report, “The innovation (CAE) report, “The innovation 
imperative.”imperative.”

The new report represents The new report represents 
feedback from more than 1,100 feedback from more than 1,100 
Internal Audit leaders across 40 Internal Audit leaders across 40 
countries and a wide range of countries and a wide range of 
industries and points to insights industries and points to insights 
and ideas that Internal Audit and ideas that Internal Audit 
functions can consider to help functions can consider to help 
meet their organizations’ needs, meet their organizations’ needs, 
now and in the future.now and in the future.

“In today’s climate of constant “In today’s climate of constant 
disruption, many businesses are disruption, many businesses are 
employing new business mod-employing new business mod-
els and new technologies, and els and new technologies, and 

partnering with third-parties in partnering with third-parties in 
new ways,” says Terry Hatherell, new ways,” says Terry Hatherell, 
Deloitte Global Internal Audit Deloitte Global Internal Audit 
leader. “As organizations seek to leader. “As organizations seek to 
harness risk for value creation, harness risk for value creation, 
the Internal Audit function must the Internal Audit function must 
go beyond delivering traditional go beyond delivering traditional 
compliance and focus on far compliance and focus on far 
more innovative approaches to more innovative approaches to 
providing assurance, delivering providing assurance, delivering 
advisory services, and anticipat-advisory services, and anticipat-
ing risks.”ing risks.”

This will require innovation. This will require innovation. 
When asked what they believe When asked what they believe 
will be the key innovative de-will be the key innovative de-
velopments impacting Internal velopments impacting Internal 
Audit over the coming three to Audit over the coming three to 
fi ve years, respondents indicated fi ve years, respondents indicated 
that data analytics (22 percent), that data analytics (22 percent), 
Robotic Process Automation Robotic Process Automation 
(RPA)/cognitive technologies (RPA)/cognitive technologies 
(15 percent), predictive analyt-(15 percent), predictive analyt-
ics (14 percent), risk anticipation ics (14 percent), risk anticipation 

(13 percent) and adopting Agile (13 percent) and adopting Agile 
Internal Audit (8 percent) will Internal Audit (8 percent) will 
transform the Internal Audit transform the Internal Audit 
function.function.

“These fi ndings reinforce that “These fi ndings reinforce that 
Internal Audit groups are aware Internal Audit groups are aware 
of the need for Internal Audit to of the need for Internal Audit to 
innovate, and many have begun innovate, and many have begun 
along that journey – now it’s a along that journey – now it’s a 
question of expanding their un-question of expanding their un-
derstanding of the tools and derstanding of the tools and 
methods available to facilitate it,” methods available to facilitate it,” 
says Neil White, Deloitte Global says Neil White, Deloitte Global 
Internal Audit Analytics leader. Internal Audit Analytics leader. 
“Embracing innovation will be “Embracing innovation will be 
critical for Internal Audit to se-critical for Internal Audit to se-
cure the impact and infl uence it cure the impact and infl uence it 
needs within an organization.”needs within an organization.”

The report highlights a notable The report highlights a notable 
connection between investment connection between investment 
in innovation and Internal Au-in innovation and Internal Au-
dit’s impact and infl uence within dit’s impact and infl uence within 
an organization. Internal Audit an organization. Internal Audit 

functions with strong impact functions with strong impact 
and infl uence have improved to and infl uence have improved to 
40 percent, up from 28 percent 40 percent, up from 28 percent 
in the 2016 survey fi ndings. But in the 2016 survey fi ndings. But 
that still leaves 60 percent of re-that still leaves 60 percent of re-
sponding CAEs who believe their sponding CAEs who believe their 
functions lack strong impact and functions lack strong impact and 
infl uence. In general, the results infl uence. In general, the results 
of this survey indicate that groups of this survey indicate that groups 
who have adopted innovative ap-who have adopted innovative ap-
proaches and methods tend to proaches and methods tend to 
have greater impact and infl u-have greater impact and infl u-
ence than those that have not. ence than those that have not. 
For example, among CAEs who For example, among CAEs who 
believe they and their functions believe they and their functions 
have high impact and infl uence, have high impact and infl uence, 
71 percent plan to increase their 71 percent plan to increase their 
investment in innovation.investment in innovation.

It’s important to keep in mind It’s important to keep in mind 
that innovation goes beyond that innovation goes beyond 

Continued on p. 5
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Interview with 
H.E Tadaharu 
Uehara, Japan 
Ambassador to 
Georgia 

Interviewed BY TAKO 
KHELAIA

The FINANCIAL 

Q. What is it like to live 
in Georgia?

A. I have lived in Georgia 
for nine months since last Au-
gust, and every day is enjoy-
able and full of curiosity. I am 
in awe at its natural beauty, 
its historical views and also 
gorgeous fi reworks during 
the New Year celebrations! 
It is fantastic and my fam-
ily is enjoying the lifestyle of 
Georgia.

Q. Could you please tell 
us about your family?

A. My wife is travelling 
quite often between Geor-
gia and Japan because she 
has a job teaching English at 
university in Japan, and my 
son lives in London while my 
daughter lives in New York. 
Last year I talked my fam-
ily into coming here, because 
Tbilisi seems to me the centre 
of the world. I told them “Why 
don’t you come to the centre 
of the world for enjoying a 
family gathering?” And so we 
all did.

Q. Is there anything 
that you have learned 
from living in Georgia?

A. Yes, many things. First 
of all, I was amazed to learn 
that about ten of Japanese 
ballet dancers are living, 
studying and performing in 
Tbilisi. This is thanks to Nino 
Ananiashvili, who has picked 
up talented Japanese ballet 
dancers. It really surprised 
me because we have less than 
fi fty Japanese residents in 
Georgia, which means that 
almost 20% of the Japanese 
population in Georgia is made 
up of ballet dancers. What is 
also very interesting for me is 
the tradition of the supra. It 
is very diffi  cult say “No more 
thanks” to Tamada at supra. 
As a results, I gained 3-4 ki-
lograms weight since I came 
here.

Q. How are Georgian 
people presented in Ja-
pan, and what do Japa-
nese people think of 
Georgia?

A. Two years ago it was 
decided that the name of 
Georgia would be changed 
from “Gruzia” to “Georgia”. 
I understand that this was 
very important decision, but 
unfortunately many Japa-
nese people are still confused 
about whether ‘Georgia’ re-
fers to the country of Geor-
gia, or the state of Georgia in 
America.

In cultural aspects, Georgia 
is a wonderful country that 
attracts us with its historical 
cities such as Tbilisi, Kutaisi, 
Mtskheta, Signagi, etc., its 
mesmerizingly beautiful na-
ture, Georgian wine and rich 
food culture. I would like 
more Japanese people to have 
the chance to experience the 
warm hospitality and friend-

ship of Georgians.
Japan and Georgia are 

partners that share funda-
mental values such as free-
dom, democracy and a market 
economy. I would like to put 
forth my best eff orts for the 
development of the relations 
of the two countries.

Q. Do more Georgians 
visit Japan now than pre-
viously?

A. I hope that more and 
more Georgian people will 
visit Japan. The relations 
between Japan and Georgia 
have been steadily becoming 
broader and deeper in vari-
ous spheres including sports 
such as sumo wrestling, 
judo, rugby, ballet and oth-
er fields of the arts, private 
business, political dialogue 
and cooperation in the inter-
national arena. In the next 
few years, Japan will host 
the 2019 Rugby World Cup 

and 2020 Tokyo Olympic 
Games. I am convinced that 
these events will be the best 
opportunities to strengthen 
the ties of the two countries. 
On 5 June, 2017, Japan re-
laxed the visa requirements 
for Georgian citizens. We 
expect tourism and people-
to-people contact to become 
even more active between 
Japan and Georgian as a re-
sult.

Q. Have you learned 
any Georgian words or 
phrases over the past few 
months?

A. Yes I did. I took 20 hours 
of lessons in the Georgian lan-
guage for a couple of weeks in 
Tokyo. It’s really hard for me 
and I need to do it again. My 
2018 New Year resolution was 
to restart studying the Geor-
gian language almost from 
scratch, but you know, it takes 
time… so maybe next year I’ll 

do it, again.
Q. Japanese cars are 

some of the best known 
around the world, not 
only in Georgia. What is 
the advantage of Japa-
nese car brands?

A. Maybe it is a matter 
of customer’s choice. What 
I can say is that Japanese 
companies take very strong 
customer oriented strategy to 
win customers’ trust and sup-
port. They know this is tips 
to make them sustainable. I 
think Japanese cars are very 
cost effi  cient and have less of 
a maintenance requirement. 
I can say that Japanese cars 
are eco-friendly, safe and, in 
nutshell, they are very gentle 
to our lives.

Q. Japan always re-
mains a kind of innovator 
in the fi eld of cars. How 
do Japanese people see 
the future of cars and the 
role of cars in their lives?

A. “Eco-friendly” and “AI 
oriented” are defi nite trends 
in Japanese automobile sec-
tor. No doubt, next gen-
eration ordinary cars will be 
self-driving, which will dra-
matically change the society. 
Please imagine almost nil 
traffi  c accident, no air pollu-
tion, aged or disabled persons 
can move by themselves, and 
so on. Japanese companies 
are trying to catch up with 
the new trend in wider scope 
cooperating with the relevant 

other industries for deliver-
ing new products responding 
to the new demand. In this 
context, automobile industry 
is a symbolic industry. Toy-
ota and other Japanese car 
brands are pursuing to create 
maximum comfort to people 
and to be much more friendly 
to society under the new envi-
ronment.

Q. Could you tell us 
about Japanese cuisine 
specifi cally, what makes 
it diff erent from the food 
from other parts of the 
world?

A. Japanese cuisine is a 
kind of art to reproduce “na-
ture” in a limited and re-
served space of decorative 
dish. Every Japanese dish 
attempts to represent sea-
sons, sometimes heralding 
an early spring baby green 
leaves, a mid-summer silvery 
moon, a melancholic autumn 
foliage or an enduring white 
winter by using seasonal fl ow-
ers, leaves, or something like 
that. Japanese chefs try to re-
produce Japanese beauty in 
small dishes. It is very impor-
tant to know that colours of 
the season tell us a real sense 
of Japanese beauty. I’m very 
proud of Japanese food.

Q. Which are your fa-
vourite dishes that you 
most like to eat?

A. Of course sushi is my 
favourite. But, if I must say, I 
love Soba Noodle. Soba Noo-

dle is a buckwheat noodle and 
it’s very classic and popular 
in Japan. You can fi nd Soba 
Noodle restaurants every-
where in Japan. I really miss 
it because there is no Soba 
restaurant in Georgia. What I 
can do instead is to boil dried 
soba noodle and prepare 
cooked stock soup by myself 
at home.

Q. Do you often make 
sushi in your family?

A. Oh yes, but high qual-
ity sushi is very diffi  cult to 
prepare. I need to rely on my 
chef to prepare sushi for my 
guests. The good news is that 
most Japanese families en-
joy handmade rolled sushi at 
home – it’s very easy to make 
and it’s quite enjoyable.

Q. So, which are your 
favourite Georgian dishes 
and do you like Georgian 
cuisine in general?

A. I do enjoy Georgian 
cuisine. My favourite dish is 
Satisvi. I try to order it when-
ever I go to Georgian restau-
rants, but it is not common on 
the menu. Georgian cuisine 
vary by region and has wide 
choices of diff erent tastes. It 
is quite interesting to me.

Q. There are many Jap-
anese restaurants here in 
Georgia actually. Do you 
visit them when you miss 
Japanese food?

A. Yes I do, and I enjoy a bit 
Californian style sushi or any 
other innovative Japanese 
food. The cuisine, or maybe 
taste itself, must be changing 
by country or with the times, 
so I am very much welcome 
to new Japanese cuisine here. 
It’s a kind of fusion between 
Japanese and Western or 
Asian to me, but I enjoy the 
variety and a kind of innova-
tion.

Q. How and where can 
Georgian people learn 
more about Japan and its 
culture?

A. I’m Japanese. I’m very 
proud of its nature, culture, 
and people’s way of thinking. 
At the same time I have learnt 
a lot from Georgia since my 
arrival. “Why this tiny coun-
try surrounded by big power 
neighbours has been able to 
survive for a long time with-
out losing its identity”, “What 
is the tips for preserving 
Georgian integrity?”, ”How 
will Georgia transform its 
shape of the country to the 
future?”, etc. These are very 
interesting questions to me 
and hopefully for the most 
of Japanese, too. I would say 
that it is a time for Japanese 
people to learn more about 
the Georgia as well as the 
South Caucasus regions to 
better understand the dy-
namics of the geopolitics and 
world economy. 

Let me back to your ques-
tion, the Embassy will pro-
mote “Deeper Cultural 
Events” through the year 
for Georgian people so that 
they can touch and feel the 
Japanese deep culture. We 
will continue to make eff orts 
to develop Japanese private 
business in Georgia pursuing 
the benefi t of the people of 
both countries. And I would 
like to develop my dialogues 
with wider range of Georgian 
students for better under-
standing of the two countries. 
Please enjoy Japan!

Enjoy Japan!
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adopting technology—it can adopting technology—it can 
also include taking new ap-also include taking new ap-
proaches to enhance not only proaches to enhance not only 
the value the function deliv-the value the function deliv-
ers to the broader organiza-ers to the broader organiza-
tion, but the ways in which tion, but the ways in which 
they present that value to they present that value to 
management, the audit com-management, the audit com-
mittee, and other stakehold-mittee, and other stakehold-
ers. As Internal Audit groups ers. As Internal Audit groups 
consider how to deliver value consider how to deliver value 
to their evolving organiza-to their evolving organiza-
tions, CAEs see the function’s tions, CAEs see the function’s 
leading strategic priorities as leading strategic priorities as 
implementing Internal Au-implementing Internal Au-
dit analytics, strengthening dit analytics, strengthening 
talent pipelines, enhancing talent pipelines, enhancing 
partnerships with the busi-partnerships with the busi-
ness, and enhancing quality. ness, and enhancing quality. 
Many are also considering Many are also considering 
adopting an Agile Internal adopting an Agile Internal 
Audit approach and utilizing Audit approach and utilizing 
cognitive technologies and cognitive technologies and 
RPA to enhance the value RPA to enhance the value 
they deliver to their organiza-they deliver to their organiza-
tions.tions.

Resourcing models are Resourcing models are 
evolving—but must evolve evolving—but must evolve 
faster: Alternative resourc-faster: Alternative resourc-
ing models may not only fi ll ing models may not only fi ll 
talent and skill gaps, but also talent and skill gaps, but also 
eff ect knowledge transfer in eff ect knowledge transfer in 
areas where in-house exper-areas where in-house exper-
tise may be lacking. Howev-tise may be lacking. Howev-
er, nearly one in four Inter-er, nearly one in four Inter-
nal Audit groups employ no nal Audit groups employ no 
alternative resourcing model, alternative resourcing model, 
and guest auditor and rota-and guest auditor and rota-
tion programs in particular tion programs in particular 
see relatively low usage.see relatively low usage.

Internal Audit’s role in Internal Audit’s role in 
organizational culture is un-organizational culture is un-
derestimated: Breakdowns derestimated: Breakdowns 

in organizational culture, in organizational culture, 
as refl ected in conduct that as refl ected in conduct that 
fosters risk events, have be-fosters risk events, have be-
come all too common. This is come all too common. This is 
an area where Internal Audit an area where Internal Audit 
could be playing a key role, could be playing a key role, 
yet less than 30 percent of yet less than 30 percent of 
Internal Auditors surveyed Internal Auditors surveyed 
have evaluated their organi-have evaluated their organi-
zation’s culture in the past zation’s culture in the past 
three years.three years.

Cyber risk assessments can Cyber risk assessments can 
enhance impact and infl u-enhance impact and infl u-
ence: As cyber risks continue ence: As cyber risks continue 
to proliferate, Internal Audit to proliferate, Internal Audit 
has an opportunity to provide has an opportunity to provide 
real value by assisting the real value by assisting the 
organization to understand organization to understand 
and mitigate those risks—but and mitigate those risks—but 
about half of Internal Au-about half of Internal Au-
dit groups are not currently dit groups are not currently 
conducting cyber risk as-conducting cyber risk as-
sessments. Expanding their sessments. Expanding their 
coverage of cyber risks—a coverage of cyber risks—a 
high-profi le issue for senior high-profi le issue for senior 
executives and boards—can executives and boards—can 
greatly enhance the func-greatly enhance the func-
tion’s impact and infl uence.tion’s impact and infl uence.

RPA is making inroads: RPA is making inroads: 
The most innovative Internal The most innovative Internal 
Audit groups are applying Audit groups are applying 
RPA to the many repetitive RPA to the many repetitive 
tasks that internal auditors tasks that internal auditors 
perform. The two percent perform. The two percent 
of groups that have adopted of groups that have adopted 
RPA are on the leading edge RPA are on the leading edge 
of Internal Audit innovation. of Internal Audit innovation. 
Another 21 percent are con-Another 21 percent are con-
sidering or researching use of sidering or researching use of 
RPA in Internal Audit.RPA in Internal Audit.

Agile practices are gaining Agile practices are gaining 
momentum: Adapting Agile momentum: Adapting Agile 
Internal Audit can enhance Internal Audit can enhance 
Internal Audit fl exibility, Internal Audit fl exibility, 
responsiveness, resource al-responsiveness, resource al-
location, speed, value deliv-location, speed, value deliv-

ered, and stakeholder rela-ered, and stakeholder rela-
tionships. For those reasons, tionships. For those reasons, 
55 percent of Internal Audit 55 percent of Internal Audit 
groups are either using Agile groups are either using Agile 
Internal Audit or are consid-Internal Audit or are consid-
ering doing so. This is im-ering doing so. This is im-
pressive for a relatively new pressive for a relatively new 
approach to internal audit-approach to internal audit-
ing.ing.

Reporting is poised to Reporting is poised to 
become more agile and dy-become more agile and dy-
namic: Only eight percent namic: Only eight percent 
of Internal Audit groups of Internal Audit groups 
surveyed note that the form surveyed note that the form 
of their reporting depends of their reporting depends 
on the audit objectives. on the audit objectives. 
Meanwhile, in general, Meanwhile, in general, 
stakeholders’ reading time stakeholders’ reading time 
is limited, and risks and is-is limited, and risks and is-
sues emerge rapidly—mean-sues emerge rapidly—mean-
ing reporting must become ing reporting must become 
increasingly more stream-increasingly more stream-
lined and visual. Three per-lined and visual. Three per-
cent report observations on cent report observations on 
an ongoing basis—with no an ongoing basis—with no 
final report—a hallmark of final report—a hallmark of 
the Internal Audit function the Internal Audit function 
of the future.of the future.

Key Performance Indica-Key Performance Indica-
tors (KPIs) should refl ect tors (KPIs) should refl ect 
broader business priorities: broader business priorities: 
KPIs should evolve to focus KPIs should evolve to focus 
on areas that enable Internal on areas that enable Internal 
Auditors to strengthen their Auditors to strengthen their 
impact and infl uence with-impact and infl uence with-
in the organization, rather in the organization, rather 
than the traditional metrics than the traditional metrics 
tracked. For instance, KPIs tracked. For instance, KPIs 
can usefully be expanded to can usefully be expanded to 
include cost savings or rev-include cost savings or rev-
enue opportunities identifi ed enue opportunities identifi ed 
(now used by almost a quar-(now used by almost a quar-
ter of respondents) and other ter of respondents) and other 
updated metrics that capture updated metrics that capture 
positive impacts on the busi-positive impacts on the busi-
ness.ness.

Investment in innovation key 
to impact and influence of 
Internal Audit groups, study 
Continued from p. 2
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W hile the majority 
(85%) of high per-
forming LGBT+ em-
ployees feel com-
fortable being out 

at work – indicating that tremen-
dous progress has been made in 
just a short time – most employ-
ers are still not doing all they can 
to support them and are missing 
out on the business growth op-
portunities true LGBT+ inclusion 
can drive, according to recent 
survey by PwC and Out Leader-
ship.

New research highlights a gap be-
tween what high potential LGBT+ 
employees want from their career 
and what employers off er. Nearly 
three-quarters (74%) of the LGBT+ 
employees surveyed believe that be-
ing out has had a positive impact on 
their career opportunities and ad-
vancement, and 61% on their ability 
to do business and engage with cus-
tomers.

Yet despite this, a signifi cant pro-
portion (39%) believe their organisa-
tion isn’t doing enough to encourage 
LGBT+ diversity in the workplace. 
And only 35% believe that their com-
pany leverages LGBT+ inclusion for 
business advantage.

Career progression 
and reputation 
matter

All the LGBT+ employees sur-
veyed said career progression is 
important to them. Yet, only 29% 
of the employers surveyed have 
programmes specifically focused 
on the retention of LGBT+ talent. 
And only 12% of LGBT+ employees 
are aware that such programmes 
exist within their organisation. In 
addition, while nearly 60% of em-
ployers say they take steps to cre-
ate a pathway to senior manage-
ment for LGBT+ people, only 43% 
of employees believe this is the 
case. To help LGBT+ talent reach 
their full potential, organisations 
need to put the right programmes 
in place and communicate them 
widely.

The shortfall in support for 
LGBT+ talent is further highlighted 
by how few of the employees have 
LGBT+ mentors (28%) or LGBT+ 
sponsors (10%). For people who’ve 
traditionally been underrepresented 
in management or who may lack the 
confi dence to push themselves for-
ward, this kind of active support is 
especially valuable for their career 
progression.

But a focus on career progression 
alone isn’t enough to be a magnet 
for LGBT+ talent. Nearly all (99%) 
of the LGBT+ employees surveyed 
cited an organisation’s reputation as 
a fair and equal employer as impor-
tant when deciding where to work. 
Surprisingly, 43% of employers 
don’t see this as a prominent factor 
in their ability to attract LGBT+ tal-
ent.

Why LGBT+ 
inclusion makes 
business sense

The business case for LGBT+ in-
clusion comes through loud and 
clear from the survey. A key benefi t 
includes a stronger brand. 83% of the 
LGBT+ employees surveyed believe 
that having an openly supportive 
focus on LGBT+ has improved their 
organisation’s place in the market by 
being recognised as an inclusive em-
ployer. Almost all (96%) the 28 em-
ployers surveyed agree.

Around two-thirds (67%) of em-
ployees believe that having a sup-

portive focus on LGBT+ has given 
their organisation a better under-
standing of customers’ wants and 
needs by better matching their diver-
sity and life experiences. Employers 
agree even more strongly, with 89% 
believing that a supportive LGBT+ 
focus has enabled them to gain a bet-
ter understanding of customer de-
mands.

Research demonstrates that the 
investment global business has made 
in the development of the next gener-
ation of LGBT+ talent is already pay-
ing off , and that further investment is 
warranted, Todd Sears, Founder and 
Principal, Out Leadership, said.

=“Just over 60% of LGBT+ em-
ployees surveyed say that being 

openly LGBT+ has been an asset in 
their fi eld, representing an enormous 
sea change from ‘The Power of Out 
2.0,’ the study we released with the 
Center for Talent Innovation just 5 
years ago. At that time, we reported 
that just 9% of LGBT+ women and 
17%+ of LGBT+ men thought their 
orientation was an asset. The game 
has changed, but many companies 
are still missing out on signifi cant op-
portunities to drive business through 
inclusion.”

By actively focusing on LGBT+ in-
clusion, organisations can reap the 
following benefi ts:

Access to a huge market: The glob-
al spending power of LGBT+ con-
sumers estimated to be more than 

$5 trillion a year. Even bigger is what 
Out Leadership calls the ‘Ally Mar-
ketplace’, those consumers who iden-
tify as allies to the LGBT+ communi-
ty, which could reach 8-10 times the 
size of the LGBT+ market.

Brand infl uencer: 78% of LGBT+ 
people and their friends, family and 
relatives would switch to brands that 
are known to be LGBT+ friendly. 
Here again, allies are an important 
and infl uential component.

Equality attracts talent: More than 
80% of LGBT+ and non-LGBT+ mil-
lennials (people born between 1980 
and 1995) say that an employer’s 
policy on diversity, LGBT+ equality 
and workforce inclusion is an impor-
tant factor when deciding whether to 
work for them.

Boost to share performance: A 
number of companies have created 
portfolios to invest in LGBT+ friendly 
companies, showing that overall such 
companies outperform the market. 
The Workplace Equality Index, which 
measures the share performance of 
corporations that support fairness 
and equality for LGBT+ employees, 
outperformed the S&P 500 Index re-
turn from in the ten years up to 2016.

Five ways 
forward

The report sets out fi ve areas or-
ganisations should focus on to sup-
port LGBT+ equality:

Set the right tone from the top and 
engage CEOs

Create clear pathways for career 
progression

Stand up and advocate for equality
Build and empower ally networks
Create inclusive communications

Employer Support for LGBT+ Talent is Falling Short

Global business 
optimism creates 
peak investment 
conditions

The FINANCIAL 

Global survey fi nds busi-
ness optimism has 
reached an all-time 
high, meaning now may 
be the time to invest. 

Optimism in Greece reaches positive 
territory (net 6%) for the fi rst time in 
three years

However, global investment has 
not increased in step with the surge 
in optimism. Businesses can do 
more now to take advantage of op-
portunities.

Global optimism in the economic 
outlook is at an all-time high, ac-
cording to global research from 
Grant Thornton’s International 
Business Report (IBR). The fi ndings 
reveal that the sharpest increases in 
optimism for the coming 12 months 
are in Europe and North America, 
although in all regions levels re-

main historically healthy. Concerns 
over economic uncertainty have also 
eased. With GDP growth march-
ing in step in most regions, Grant 
Thornton urges businesses to act 
now to identify opportunities to in-
vest for future success.

The IBR fi nds that in Q1 2018, 
global business optimism stands at 
net 61% - the highest fi gure record-
ed in 15 years of research. Some of 
the most striking increases come in 
the developed economies of North 
America (up 7pp in Q1) and the EU 
(up 12pp). Confi dence among US 
fi rms is at an all-time high of net 
89%. In Europe, French business 

optimism is at new heights (net 75%) 
and the UK is at its most optimistic 
(net 31%) since it voted to leave the 
EU. Confi dence is broad-based; in 
Greece, business optimism sits in 
positive territory (net 6%) for the 
fi rst time in three years.

Across South East Asia, optimism 
has risen to net 61%. This is the high-
est fi gure in seven years. Elsewhere 
in Asia, however, China (-13pp) and 
Japan (-11pp) record dips in opti-
mism. In addition, in Latin America 
optimism is down 10pp, to net 25%. 
However, even in these regions, op-
timism levels compare favourably 
with those in recent years.

Francesca Lagerberg, Global 
Leader Network Development 
at Grant Thornton, comment-
ed:

“Businesses report healthy and 
widespread levels of optimism. This 
is a welcome indication that the 
global economic recovery is fi nally 
broad based. We haven’t seen such 
high optimism levels for some time, 
not least in Spain, Italy and Greece. 
Why is business optimism so high? 
A likely factor is that globally, the 
economic fundamentals are strong. 

Optimism has reached an all-time high

Continued on p. 7
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The strongest they have been 
since the fi nancial crisis. 
GDP growth in most regions 
is growing. We are seeing a 
broad-based and inclusive 
spell of economic growth 
across markets.

“As the world’s largest 
economy, new levels of opti-
mism in the US is a signifi cant 
contributor to the global pic-
ture. Its business community 
has recently welcomed tax re-
forms and that will positively 
impact sentiment for the 
coming 12 months.

“The dip in optimism in 
China and Japan hardly rep-
resents confi dence in freef-
all. But with rhetoric around 
trade ratcheting up between 
West and East, it will be tell-
ing to see how businesses 
respond over the next quar-
ter. Most take the view that a 
fully blown ‘trade war’ will be 
averted given the risks on all 
sides, but uncertainty is never 
welcome. Most business lead-
ers will want to see clarity 
sooner rather than later.”

The breadth of business 
optimism around the world is 
evident in Grant Thornton’s 
fi ndings. The IBR fi nds record 
levels of optimism in Nigeria 
(net 84%) in Q1, and a turn-
around in South Africa – up 
to net 78%, from net -18% in 
Q4 2017. Elsewhere, Turkish 
business optimism is up 30pp 

to net 20%, and Malaysian 
business confi dence is up from 
net 6% to net 28% - the highest 
since the third quarter of 2014.

‘Time is now’ 
to increase 
investment

The IBR reveals that de-
spite high levels of optimism, 
investment in research and 
machinery is not increasing 
in step. Though expectations 
for investment in new build-

ings, plant and machinery, 
and research and develop-
ment (R&D) have increased 
slightly in southern Europe 
(up on the previous quarter by 
5pp, 3pp and 1pp respective-
ly), overall investment levels 
have slipped. Global plans to 
invest more in plant & ma-
chinery are down 2pp to net 
34% in Q1, plans to increase 
R&D spend are down 3pp, 
and expectations of increased 
investment in new buildings 
remain steady for the third 
consecutive quarter.

“The global economy is fi r-
ing more strongly than it has 

in many years. Economic 
predictions are positive for 
the short to medium term. 
However, history tells us 
that growth tends to come in 
cycles, with 2018 being the 
high point in this case. Inter-
est rates remain low but are 
projected to rise over the next 
two years. This means the 
window for cheap fi nancing 
is closing and businesses may 
want to borrow now if they’re 
thinking of investing in 2019 
or 2020. Now represents a 
window of opportunity to in-
vest in the future”, Francesca 
Lagerberg added.

Optimism has reached 
an all-time high
Continued from p. 6
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Americans’ views of mericans’ views of 
free trade agree-free trade agree-
ments, which ments, which 
turned more nega-turned more nega-
tive during the tive during the 

2016 presidential campaign, 2016 presidential campaign, 
are now about as positive as are now about as positive as 
they were prior to the cam-they were prior to the cam-
paign. And when asked about paign. And when asked about 
proposed tariff s on steel and proposed tariff s on steel and 
aluminum, more say they aluminum, more say they 
would be bad for the country would be bad for the country 
than say they would be good.than say they would be good.

A majority of U.S. adults A majority of U.S. adults 
(56%) say free trade agree-(56%) say free trade agree-
ments have been a “good thing” ments have been a “good thing” 
for the country as a whole, for the country as a whole, 
while 30% say they have been a while 30% say they have been a 
“bad thing.” That is the highest “bad thing.” That is the highest 
share expressing positive views share expressing positive views 
of free trade agreements in of free trade agreements in 
three years, according to a new three years, according to a new 
survey by Pew Research Center.survey by Pew Research Center.

Most of the change has Most of the change has 
come among Republicans and come among Republicans and 
Republican-leaning indepen-Republican-leaning indepen-
dents, who now are evenly dents, who now are evenly 
divided in their views of free divided in their views of free 
trade agreements’ impact on trade agreements’ impact on 
the country. While 46% say the country. While 46% say 
these agreements have been a these agreements have been a 
bad thing for the country, near-bad thing for the country, near-
ly as many (43%) say they have ly as many (43%) say they have 
been a good thing. In the fi nal been a good thing. In the fi nal 
weeks of the presidential cam-weeks of the presidential cam-
paign in October 2016, 63% of paign in October 2016, 63% of 
Republicans viewed free trade Republicans viewed free trade 
agreements negatively, while agreements negatively, while 
just 29% said they were a good just 29% said they were a good 
thing.thing.

By contrast, Democratic By contrast, Democratic 
views of free trade agreements views of free trade agreements 
remain overwhelmingly posi-remain overwhelmingly posi-
tive: Two-thirds (67%) say free tive: Two-thirds (67%) say free 
trade agreements have been trade agreements have been 
good for the U.S, while just good for the U.S, while just 
19% say they have been bad. In 19% say they have been bad. In 

October 2016, a smaller major-October 2016, a smaller major-
ity of Democrats (59%) viewed ity of Democrats (59%) viewed 
trade agreements positively.trade agreements positively.

The partisan divide is even The partisan divide is even 
more pronounced in views more pronounced in views 
about raising tariff s.about raising tariff s.

Republicans generally have Republicans generally have 
a positive view of potential in-a positive view of potential in-
creases in tariff s on steel and creases in tariff s on steel and 
aluminum imports. About six-aluminum imports. About six-
in-ten (58%) say they would be in-ten (58%) say they would be 
good for the country, while just good for the country, while just 
26% say such tariff  increases 26% say such tariff  increases 
would be bad for the country. would be bad for the country. 
Democratic opinion is the op-Democratic opinion is the op-
posite: Only 22% of Democrats posite: Only 22% of Democrats 
think increasing steel and alu-think increasing steel and alu-
minum tariff s would be good minum tariff s would be good 
for the U.S., while 63% say they for the U.S., while 63% say they 
would be bad for the country.would be bad for the country.

While the Trump adminis-While the Trump adminis-
tration’s proposals to increase tration’s proposals to increase 
tariff s on steel and aluminum tariff s on steel and aluminum 
imports from other countries imports from other countries 
have drawn signifi cant atten-have drawn signifi cant atten-
tion among business interests tion among business interests 
and foreign leaders, a substan-and foreign leaders, a substan-
tial share of the U.S. public has tial share of the U.S. public has 
heard little or nothing about heard little or nothing about 
these proposals.these proposals.

Just 29% of the public says it Just 29% of the public says it 
has heard “a lot” about propos-has heard “a lot” about propos-
als to raise tariff s on steel and als to raise tariff s on steel and 
aluminum, and 41% say they aluminum, and 41% say they 
have heard “a little.” Roughly have heard “a little.” Roughly 
three-in-ten (29%) say they three-in-ten (29%) say they 
have heard “nothing at all” have heard “nothing at all” 
about these proposals.about these proposals.

The partisan gap in views The partisan gap in views 
of tariff s is substantially wider of tariff s is substantially wider 
among those who have heard among those who have heard 
“a lot” about the proposals “a lot” about the proposals 
than those who have not: Two-than those who have not: Two-
thirds (67%) of Republicans thirds (67%) of Republicans 
who have heard a lot about the who have heard a lot about the 
proposed tariff s say they will proposed tariff s say they will 
be a good thing for the coun-be a good thing for the coun-
try, compared with just 8% of try, compared with just 8% of 
Democrats who have heard a Democrats who have heard a 
lot about them.lot about them.

Americans are generally positive 
about free trade agreements, 
more critical of tariff increases
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In March 2018, Georgian power 
plants generated 997 mln. KWh 
of electricity (+35% compared 
to March 2017, and + 7% com-
pared to February 2018). Nearly 

a quarter (24 %) of this electric-
ity was produced by the Enguri 
and Vardnili hydropower plants, 
which produced 188 mln. kWh 
and 49 mln. kWh, respectively. 
Consumption of electricity on the 
local market was 1,116 mln. kWh 
(+9% compared to March 2017, 
and +5% compared to February 
2018). Around 19% of this elec-
tricity was consumed by Abkhazia 
(207 mln. kWh). 

The Enguri and Vardnili HPPs 
represent nearly the only source 
of electricity for the Abkhazian 
region, which is consuming about 
60% of the annual generation of 
these two plants (87% of total gen-
eration in March 2018). Interest-
ingly, Abkhazia, with a population 
of roughly 250,000 people, an-
nually consumes nearly as much 
electricity as Tbilisi (population 
1.15 mln.)

Over the past several months, 
ISET-PI was approached several 
times with questions regarding 
the consumption of electricity 
in Abkhazia. A quick look at the 
numbers provides some food for 
thought.

Power consumption per capita 
in Abkhazia is three times larger 
than in the rest of the country 
and dwarfs the same indicator for 
many Eastern European states. 
Such a large consumption of elec-
tricity is not a new characteristic 
for Abkhazia. Although, over last 
11 years, Abkhazia and the rest 
of the country had similar trend 
of 5% growth in total electricity 
consumption. Seasonality in con-
sumption between Abkhazia and 
the rest of the country is similar. 
Power consumption is highest in 
the winter and lowest in the sum-
mer months. 

Looking at economic output, we 
see another interesting character-
istic. Per thousand dollars of GDP, 
the Abkhazian region consumes 
nearly six times more electricity 
(3,824 kWh) than the rest of the 
country (651 kWh). This potential-
ly underlines the very ineffi  cient 
consumption of electricity in the 
region, considering that there are 
nearly no electricity intensive in-
dustries developed, with the excep-
tion of the production of polymers 
(plastics). The composition of gross 
value added in Abkhazia shows 
that around 80% of the economy 
is comprised of trade (27%), con-
struction (16%), industry (11%), 
governance (13%), agriculture (7%) 
and health (7%). Industry includes: 
wood and construction materials, 
agricultural processing and the 
production of polymers.

So who is consuming so much 
electricity?

Looking at the output numbers, 
there is no electricity-intensive 
industry consuming a lot of elec-
tricity. One of the concerns raised 
when discussing electricity con-
sumption growth is that mining 
of crypto currencies is becoming 
a signifi cant source of electricity 

consumption within the occupied 
territory. This theory is not com-
ing out of nowhere. According to 
some articles, Abkhazia intends to 
create a national cryptocurrency 
to avoid international sanctions 
on investments. However, crypto-
currency mining is not necessarily 
taking place on a large scale. First, 
according to the statistics offi  ce of 
the de facto regime, the IT indus-
try accounts for just a tiny part of 
the gross value added in the region 
(roughly 300,000 USD in 2016). 
Second, electricity supplied from 
the rest of the country to the occu-
pied region has not been increas-
ing signifi cantly over the past year 
(only 4% annual growth in 2017). 
Although this does not totally 
eliminate the possibility of growing 
cryptocurrency mining, for now 
the data shows that there are still 
“business as usual” conditions in 
place.

Thus, discarding other possi-

bilities, the large electricity con-
sumption seems to come from 
household consumption patterns. 
Considering the very large per 
capita electricity consumption, 
households are probably utilizing 
electricity for most of their energy 
demands, due to the low tariff s 
paid on electricity. According to 
the website of local distribution 
company Chernomorenergo, elec-
tricity tariff s in Abkhazia are very 
low: 0.4 Rubles (1.6 Tetri - 0.7 US 
cents) per kWh for households, 
and 0.85 Rubles (3.3 Tetri - 1.3 
US cents) per kWh for legal enti-
ties. These tariff s make electricity 
nearly free for residents of Abkha-
zia, while in the rest of the country, 
electricity costs are nearly 14 times 
higher for households (14 to 23 te-
tri) and six times higher for legal 
entities (14 to 21 tetri). 

Summary

Demand for electricity from 
Abkhazia has been increasing 
steadily over the past 11 years. 
Should this be cause for concern? 
Maybe, considering that even with 
the “business as usual” growth 
demand from Abkhazia requires 
larger shares of generation from 
Enguri and Vardnili HPPs every 
year. At least during the winter 
season, Abkhazia may soon regu-
larly require more electricity than 
the combined generation capacity 
of both of the plants - a situation 
that already occurred a few times 
in the past. If this happens, it will 
be a serious challenge for Georgian 
policy-makers. Some of the ques-
tions that will have to be asked as 
a fi rst order of business are: 

Is Georgia going to supply the 
occupied territory with electric-
ity after the generation capacity 
of Enguri and Vardnili is fully uti-
lized?

How should the electricity mar-
ket of the rest of the country inter-
nalize the costs of supplying elec-
tricity to Abkhazia for free?

What is the optimal strategy to 
address such a problem?

Answering these questions is 
a multidisciplinary task that re-
quires analysis of political condi-
tions, political economy, and ener-
gy economics. What is sure is that, 
unless the confl ict with Abkhazia 
is resolved, Georgia will soon need 
to develop a clear-cut policy about 
how to treat this specifi c demand 
for electricity. There is no easy 
recipe for how to do it. 

Is Abkhazia Consuming Too Much? – 
March 2018 Electricity Market Review

Source: Electricity System Commercial Operator (ESCO)

Figure 1. Electricity Consumption and Generation (mln. kWh)

2013 2014 2015 2016 2017
Abkhazia 6,613 6,738 7,379 7,899 8,206
Tbilisi 1,761 1,916 2,168 2,463 2,562
Georgia (excluding Abkhazia) 2,172 2,292 2,307 2,441 2,650
Czech Republic 5,980 5,975 6,111 6,184 6,315
Estonia 6,238 6,277 6,188 6,522 6,838
Latvia 3,535 3,522 3,481 3,543 3,649
Poland 3,824 3,877 3,956 4,068 4,182
Turkey 3,110 3,192 3,267 3,376 3,530

Figure 2. Electricity Consumed per 1,000 USD of Gross Domestic Product 

Source: ESCO, Geostat, www.ugsra.org, Author’s Calculations

Source: ESCO, IEA, EuroStat, www.ugsra.org

Table 1. Electric Power Consumption per capita (kWh)

Continued from p. 2

Up by 0.2% in 
the EU28

The FINANCIAL 

In March 2018, compared with 
February 2018, industrial pro-
ducer prices rose by 0.1% in the 
euro area (EA19) and by 0.2% in 
the EU28, according to estimates 

from Eurostat, the statistical offi  ce 
of the European Union. In February 
2018, prices remained unchanged in 
both zones.

In March 2018, compared with 
March 2017, industrial producer 
prices rose by 2.1% in the euro area 
and by 2.4% in the EU28.

Monthly 
comparison by 
main industrial 
grouping and by 
Member State 

The 0.1% increase in industrial 
producer prices in total industry in 
the euro area in March 2018, com-
pared with February 2018, is due to 
rises of 0.2% for intermediate goods, 
for durable and non-durable con-
sumer goods and of 0.1% for capi-
tal goods, while prices fell by 0.1% 
in the energy sector. Prices in total 
industry excluding energy also rose 
by 0.1%.

In the EU28, the 0.2% increase is 
due to rises of 0.2% for intermediate 
goods, for durable and non-durable 
consumer goods and of 0.1% for cap-
ital goods, while prices fell by 0.1% 
in the energy sector. Prices in total 
industry excluding energy rose by 
0.1%.

The highest increases in industrial 
producer prices were observed in 
Denmark, Estonia, the Netherlands, 
Poland, Finland and Sweden (all 
+0.6%), and the largest decreases in 
Spain (-0.9%) and Portugal (-0.8%).

Annual 
comparison by 
main industrial 
grouping and by 
Member State

The 2.1% increase in industrial 
producer prices in total industry in 
the euro area in March 2018, com-
pared with March 2017, is due to 
rises of 3.9% in the energy sector, of 
2.2% for intermediate goods, of 1.0% 
for capital goods and of 0.9% for 
both durable and non-durable con-
sumer goods. Prices in total industry 
excluding energy rose by 1.4%.

In the EU28, the 2.4% price in-
crease is due to rises of 4.6% in the 
energy sector, of 2.5% for intermedi-
ate goods, of 1.1% for both durable 
and non-durable consumer goods 
and of 1.0% for capital goods. Prices 
in total industry excluding energy 
rose by 1.6%.

The highest increases in industrial 
producer prices were recorded in 
Estonia (+7.3%), Bulgaria (+4.8%), 
Latvia and Sweden (both 4.0%), 
while decreases were observed in 
Cyprus (-2.0%), Ireland and Lux-
embourg (both -1.6%) and Greece 
(-0.2%).

Industrial 
producer 
prices up 
by 0.1% in 
euro area
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FactCheckFactCheck

Roman 
Gotsiridze:

FORMER MP

Valeri KVARATSKHELIA
FactChek

VERDICT:
Roman Gotisirdze’s state-

ment is MANIPULATION 
OF NUMBERS.

RESUME:
In order to assess changes 

of one particular country’s 
GDP in time, it is appropriate 
to analyze real GDP change 
to rule out the price change 
factor. However, Roman Got-
siridze uses nominal GDP 
in USD to support his claim 
that Georgia’s GDP has de-
creased. As a result, factual 
data provided by Mr Gotsirid-
ze is accurate, although on 
the one hand, it is a mistake 
to use nominal fi gure to as-
sess the economic growth in 
time and on the other hand, 
the only reason why USD de-
nominated nominal GDP has 
decreased is depreciation of 
GEL and not any real changes 
in the economy.

The tendency of GDP 
change, measured in Pur-
chasing Power Parity (PPP) 
is factually accurate as well. 
However, Mr Gotsiridze’s 
statement does not include 
comparison of Georgia’s 
economy with those of other 
countries (GDP PPP is pri-
marily used for comparative 
analysis). Therefore, it is not 
clear, why that fi gure was 
named. 

In the part of his state-
ment, where the MP talks 
about the amount of debt,  Mr 
Gotsiridze does compare ab-
solute growth of GDP (PPP) 
to absolute growth of debt. 
In this case again, the data is 
mostly accurate, although the 
standard method to assess 
the amount of debt is to use 
debt to GDP ratio instead of 
comparing absolutely diff er-
ent growth rates. State debt to 
GDP ratio was increased be-
cause of revaluation of state 
obligations as a result of cur-
rency changes. Therefore, if 
we do not take the eff ect of 
currency exchange rate into 
account, the debt to GDP ra-
tio is stable. Consequently, 

the data has been put into a 
wrong context in that part of 
the statement as well. 

ANALYSIS:
A member of the Parlia-

ment of Georgia from the 
United National Movement, 
Roman Gotsiridze, stated:  
“The country’s economy in 
USD has decreased as com-
pared to 2012 and if you ask 
me why I make calculations in 
USD, I will answer that I rely 
on purchasing power parity 
and tell you to see the fi gures 
of the International Monetary 
Fund. Georgia’s economy in 
2012, by the most objective 
assessment was 30.7 billion, 
whilst in 2017 it is 29.7 billion 
[39.7]. The average growth 
rate is 4.6% and in fi ve years, 
Georgia’s economy increased 
by GEL nine billion, whilst 
the state debt has increased 
by almost as much.”

Variety of economic indi-
cators (nominal GDP, real 
GDP, GDP PPP) are used to 
measure economic wealth 
produced in a country. How-
ever, none of those indicators 
are universally applicable to 
describe state of the economy 
and they are used for certain 
limited purposes. It is fi tting 
to use each of those indicators 
to assess economy in a spe-
cifi c perspective. 

In his statement, Roman 
Gotsiridze assesses GDP dy-
namic in time. Therefore, use 
of any nominal indicator is out 
of context, because nominal 
indicator is always impacted 
by price changes. Therefore, 
common practice to com-
pare GDP in 2012 and 2017 
would be analysis of real GDP 
change. In the given period, 
Georgia’s economic growth 
rate was 3.75% on average 
and in absolute numbers it 
increased from GEL 23.65 
billion to GEL 28.42 billion. 
Clearly, this is a very poor 
economic performance for a 
developing country, however, 
talks about decreased econo-
my are groundless. 

At the same time, the MP 
speaks about decrease of USD 
denominated indicator (nom-
inal GDP converted in USD), 

which is useless for analysis 
of changes in time. The only 
reason why USD denominat-
ed GDP has decreased is the 
depreciation of GEL against 
the USD. Of particular inter-
est is that in accordance with 
Roman Gotsiridze’s claim, 
nominal GDP was used in the 
analysis because of purchas-
ing parity. However, in order 
to assess dynamic, indicator 
of completely diff erent con-
text (nominal GDP in USD) 
was used instead of GDP PPP. 
Georgia’s GDP measured in 
PPP has been growing for the 
entire period, whilst in his 
analysis of GDP dynamic the 
MP used the only indicator 
which has decreased in that 
time (see table). 

Of note is that in the period 
of 2012-2017, GDP (PPP) has 
indeed increased from Int. 
Dollar 30.7 billion to Int. Dol-
lar 39.7 billion. However, tak-
ing into account the context 
of argumentation, it does not 
make sense to use GDP mea-
sured in PPP. The aim of this 
indicator is to compare econ-
omies of diff erent countries, 
whilst the MP speaks about 
only one country (Georgia).  
Therefore, it is completely 
unclear, what is the aim of 
analysis of changes in this in-
dicator. 

It also unclear what Ro-
man Gotsiridze means whilst 
referring to the fact that GDP 
(PPP) and debt has both in-
creased by nine billion. The 
aim of comparison of these 
two indicators is vague. 
Standard method to assess 
the amount of debt is analy-
sis of debt to GDP ratio. In 
2012-2017 Georgia’s debt 
to GDP ratio has increased 
from 34.9% to 44.6%. This 
happened largely because 
of revaluation (as a result of 
changes in GEL exchange 
rate) of Georgia’s obligations 
taken in the previous periods 
and not because of current 
infl ows. If we do not take the 
impact of GEL exchange rate, 
debt to GDP ratio is stable. In 
2012-2017, growth of state 
foreign and domestic debt in 
absolute numbers was USD 
1.044 billion and GEL 1.633 
billion respectively.

“As compared to 
2012, the economy 
of Georgia in USD 
has decreased.”

Period 2010 2011 2012 2013 2014 2015 2016 2017

Real GDP (USD) 11.64 12.48 13.27 13.72 14.36 14.77 15.19 15.95

Real GDP (GEL) 20.74 22.24 23.65 24.45 25.59 26.32 27.07 28.42

Nominal GDP (GEL) 20.74 24.34 26.17 26.85 29.15 31.76 34.03 38.04

Nominal GDP (USD) 11.64 14.43 15.85 16.14 16.51 13.99 14.38 15.14

Real GDP Growth (%) 6.3% 7.2% 6.4% 3.4% 4.6% 2.9% 2.8% 5.0%

PPP GDP (Int. Dollar) 25.90 28.35 30.70 32.25 34.35 35.72 37.21 39.70

Table 1: Georgia’s Gross Domestic Product (billions)

Source: World Bank, International Monetary Fund

The FINANCIAL 

E urostat estimates that 
in 2017 carbon diox-
ide (CO2) emissions 
from fossil fuel com-
bustion increased by 

1.8% in the European Union 
(EU), compared with the pre-
vious year. CO2 emissions are 
a major contributor to global 
warming and account for 
around 80% of all EU green-
house gas emissions. They are 
infl uenced by factors such as 
climate conditions, economic 
growth, size of the popula-
tion, transport and industrial 
activities.

It should also be noted 
that imports and exports of 
energy products have an im-
pact on CO2 emissions in the 
country where fossil fuels are 
burned: for example if coal is 
imported this leads to an in-
crease in emissions, while if 
electricity is imported, it has 
no direct eff ect on emissions 
in the importing country, as 
these would be reported in the 
exporting country where it is 
produced.

This information on early 
estimates of CO2 emissions 
from energy use for 2017 is 
published by Eurostat, the 
statistical offi  ce of the Euro-
pean Union.

Largest falls in CO2 emis-
sions in Finland and Den-
mark, highest increases in 
Malta and Estonia

According to Eurostat es-
timates, CO2 emissions rose 
in 2017 in a majority of EU 
Member States, with the high-
est increase being recorded in 
Malta (+12.8%), followed by 
Estonia (+11.3%), Bulgaria 
(+8.3%) Spain (+7.4%) and 
Portugal (+7.3%). Decreas-
es were registered in seven 
Member States: Finland 
(-5.9%), Denmark (-5.8%), 
the United Kingdom (-3.2%), 
Ireland (-2.9%), Belgium 
(-2.4%), Latvia (-0.7%) and 
Germany (-0.2%)..

In 2017, CO2 emissions 
in the EU estimated 
to have increased 
compared with 2016

The FINANCIAL 

E uropeans spend be-
tween two and three 
hours in front of a 
screen per day outside 
of work.

A survey carried out in 
15 EU countries between 
2008 and 2015 shows that 
the time outside work that 
adults spend on screen-

related activities, such as 
watching TV or other media, 
playing computer games, 
or other screen-based ac-
tivities, ranges from over 3 
hours in Greece to just below 
two hours in Italy.

In Greece, 95.1% of the 
population surveyed say that 
they engaged in screen-re-
lated activities outside work. 
They were followed by Fin-
land (92.9%), Poland (91.6%) 

and Romania (91.5%).
The respondents from 

France (84.2%), Italy (84.5%) 
and Austria (87.0%) reported 
the lowest share of non-work 
time on screens.

For those reporting screen-
based activities, the average 
participation time ranged 
from 3 hours 17 minutes in 
Belgium and 3 hours 14 min-
utes in Greece, to 2 hours 18 
minutes in Italy.

Are Europeans glued 
to their screens?



11

FINCHANNEL.COM | 14 MAY, 2018
HEADLINE NEWS & ANALYSIS

Source- NRS Jul 14 –Jun 15 

FactCheckFactCheck

Giorgi 
Kvirikashvili:

THE PRIME MINISTER

Veriko SUKHIASHVILI
FactChek

VERDICT:
FactCheck concludes that 

the Prime Minister’s state-
ment is TRUE.

RESUME:
The Produce in Georgia 

programme has been carried 
out since 1 June 2014. In 2016, 
the programme was expanded 
to include the development of 
the hotel industry. This gives 
each entrepreneur the op-
portunity to develop the hotel 
business, create new jobs and 
attract more vacationers. 

As a part of this component, 
a total of 13 projects in the 
Kakheti region have secured 
funding. The total sum of the 
investments is GEL 47.2 mil-
lion and the number of em-
ployed is more than 450. 

ANALYSIS
Prime Minister Giorgi 

Kvirikashvili spoke about 
the work accomplished in 
the Kakheti region over the 
past years at a conference of 
the Georgian Dream’s Telavi 
branch and stated:  “The Pro-
duce in Georgia programme 
has a component for co-fund-
ing hotel development. In this 

fi eld, 12 projects have its sup-
port with the total amount of 
investments constituting GEL 
43 million.”

The Produce in Georgia 
programme has been carried 
out in Georgia since 1 June 
2014. It is run by the Ministry 
of Economy and Sustainable 
Development and the Minis-
try of Environment Protec-
tion and Agriculture and in-
cludes support to develop the 
following directions:

 Production
 Production/processing of 

agricultural products
 Hotel industry
 Film industry 
 The Produce in Georgia 

programme consists of 
three components

 Financial support
 Infrastructural support
 Consultancy service

The fi nancial support com-
ponent refers to the co-fund-
ing of loans (10% for the fi rst 
two years). If the business is 
in the industry sphere, the 
borrower will have to pay 
5%-7% annually whilst 10% 
is covered by the state. If the 
business is in agriculture , the 
borrower pays 5%-6% and the 
state pays 10%. 

The infrastructural support 
component means the aff ord-
ability of real estate. The state 
will give state property to an 
interested party for the sym-

bolic price of GEL 1.
The hotel industry devel-

opment fi eld was added to 
the Produce in Georgia pro-
gramme in 2016. It enables 
each entrepreneur to develop 
the hotel business, create new 
jobs and attract more vaca-
tioners.

The aforementioned fi eld 
makes funding and consulting 
for entrepreneurs interested 
in having a hotel business in 
the regions more aff ordable. 
Of note is that the programme 
is also introducing branding 
using the experience of suc-
cessful international brands 
with co-funding from a fran-
chising contract.

In accordance with the data 
of April 2018, 44 entrepre-
neurs have used this support 
in the hotel industry devel-
opment fi eld with the total 
amount of investments equal-
ling GEL 128.7 million. Based 
on the programme’s calcula-
tions, the aforementioned 44 
hotels should create addition-
al 1,300 rooms and the same 
number of new jobs. 

In regard to the Kakheti 
region, 13 projects have been 
carried out to support the 
region’s hotel industry. The 
total amount of investment 
equals GEL 47.2 million and 
more than 450 people re-
ceived employments as part 
of the programme.

“As part of the Produce in 
Georgia programme, 12 projects 
have received support to develop 
the hotel industry in Kakheti.”

The FINANCIAL 

A lmost one in fi ve 
persons in the Eu-
ropean Union (EU) 
is aged 65 or over 
(19.4%). This rep-

resents a population of nearly 
100 million people.

The old-age dependency ra-
tio is traditionally seen as an 
indication of the level of sup-
port available to older persons 
(those aged 65 or over) by the 
working age population, (those 
aged between 15 and 64). It also 
illustrates our ageing popula-
tions.

In the EU, the old-age depen-
dency ratio was 29.9% in 2017. 
In other words, there were 
slightly more than three persons 
of working age for every per-
son aged 65 or over. The EU’s 
old-age dependency ratio has 
been increasing for a long time. 
Twenty years ago, there were 
about fi ve persons of working 
age for every person aged 65 or 

over. Ten years later, the ratio 
was 4:1 and today it is close to 
3:1.

Highest in Italy, 
Greece and 
Finland ; lowest 
in Luxembourg 
and Ireland

In 2017, across the EU Mem-
ber States, the old-age depen-
dency ratio was highest in Italy 
(34.8%), Greece (33.6%) and 
Finland (33.2%), followed by 
Portugal (32.5%) and Germany 
(32.4%).

At the opposite end of the 
scale, the lowest ratios were re-
corded in Luxembourg (20.5%) 
and Ireland (20.7%), ahead 
of Slovakia (21.5%) and Cy-
prus (22.8%). In these Member 
States, there were about fi ve 
persons of working age for every 
older person.

On the rise in 
all EU Member 
States, except 
Luxembourg

Over the last two decades, the 
old-age dependency ratio has in-
creased in all Member States, ex-
cept in Luxembourg where it fell 
from 21.2% in 1997 to 20.5% in 
2017 (-0.7 percentage points – 
pp).

The largest increases between 
1997 and 2017 were recorded in 
Finland (from 21.7% to 33.2%, 
or + 11.5 pp), Malta (+10.7 pp), 
Slovenia (+10.1 pp), Lithuania 
and Portugal (both +9.8 pp), 
Greece (+9.7 pp), Italy (+9.6 
pp), Germany and Latvia (both 
+9.4 pp).

In contrast, increases were 
more moderate in Ireland (from 
17.4% in 1997 to 20.7% in 2017, 
or +3.3 pp), the United Kingdom 
(+3.7 pp), Belgium (+3.9 pp) and 
Sweden (+4.2 pp).

Record 
high old-age 
dependency 
ratio in the EU

The FINANCIAL 

In 2017, the gross domestic 
product (GDP) of the Euro-
pean Union (EU) amount-
ed to €15 300 billion (bn) 
at current prices. Over half 

of it was generated by three 
Member States: Germany, the 
United Kingdom and France.

With a GDP worth almost 
€3 300bn last year, Ger-
many reinforced its position 
as the leading EU economy, 
accounting for over a fi fth 
(21.3%) of EU GDP. Although 
its share of the EU’s GDP 
decreased by 0.9 percent-
age points between 2016 and 
2017, the United Kingdom 
(15.2%) retained its second 
position, just ahead of France 
(14.9%). They were followed 
by Italy (11.2%), Spain (7.6%) 
and the Netherlands (4.8%).

At the opposite end of the 
scale, eleven Member States 

had a GDP of less than 1% of 
the EU total. They were: Mal-
ta, Cyprus, Estonia, Latvia, 
Lithuania, Slovenia, Croatia, 
Bulgaria, Luxembourg, Slova-
kia and Hungary.

The 19 Member States, which 
form the euro area, had a com-

bined GDP of nearly €11 200 bn 
in 2017. The euro area account-
ed for 72.9% of the EU’s GDP. 
Germany (29.2%) and France 
(20.5%) together comprised 
half of the euro area GDP, while 
Italy (15.4%) and Spain (10.4%) 
made up a quarter.

Which Member States 
have the largest share 
of EU’s GDP?
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Signifi cant 
share of 
people 
questioned 
believe that 

abuse of power 
for personal gain 
by public offi  cials 
is common in 
Georgia, according 
to the survey 
conducted by 
Research Resource 
Centers (CRRC) 
for Transparency 
International 
Caucasus. 

Compared to other 
state institutions, 
public trust towards 
Parliament and 
the judiciary is 
signifi cantly low as 
only 17% and 20% 
of the respondents 
trust them 
respectively

• Opinion about 
the judiciary: 58% 
of the respondents 
believe that the 
judiciary is under 
the infl uence of the 
ruling party, while 
51% think  that is 
not impartial and 
80% say that the 
the judges who have 
been pressured 
into making unjust 
decisions in the past 
must not work in 
the judiciary

• The majority 
of respondents 
believe that the 
Prosecutor’s Offi  ce 
(57%), Ministry 
of Internal Aff airs 
(55%) and the State 
Security Service 
(55%) serve the 
interests of the 
ruling party

• Only 30% of the 
poll respondents 
has accurate 
information about 
the government 
optimization in 
2017 (reduction 
of number of 
Ministries). 
Moreover, in 
the opinion of 
61% of the poll 
respondents, 
the number of 
Ministries should 
be reduced further.

Corruption 
is Back, 
Public Trust 
Towards 
Government 
Too Low, 
Survey 
Results
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For business families planning to 
transfer their business from one 
generation to the next, the tax 
costs can vary widely, depending 
on where the business is located 

according to the KPMG Enterprise 
global family business tax monitor. 
Some countries off er substantial tax 
breaks to help family businesses suc-
ceed and grow in the hands of the next 
generation while other countries tax 
transfers within families in the same 
way as any other transaction, creating 
signifi cant costs.

Both regionally and nationally, how-
ever, there is considerable variation in 
the tax rules governing family business 
transfers. The report examines these 
diff erences in 65 jurisdictions and their 
varying impacts on the successful tran-
sition of family businesses from one 
generation to the next.

KPMG’s study found that Canada, 
Venezuela and Japan are among the 
countries that impose the highest taxes 
on family business transfers on death, 
even after you claim all available tax 
breaks. For transfers during the fam-
ily business owner’s lifetime, Canada, 
Venezuela and Australia are among the 
highest-taxing countries, after reliefs 
are claimed.

Other countries - like China, New 
Zealand and Nigeria - apply no special 
taxes on these transfers at all. Between 
the extremes, tax outcomes vary widely. 
Western economies tend to impose 
higher taxes on family business transfers 
during lifetime and through inheritance 
than emerging economies. Generous tax 
breaks in Western economies tend to 
put levels of taxation more at par, but 
only when business families meet condi-
tions that can be diffi  cult to meet.

Five key developments emerged 
from the study and are likely to have a 
profound infl uence on business fami-
lies around the world in the years to 
come as they develop their succession 
plans:

1. US relief jumps to more than 
US$11 million

For business families in the United 
States, the country’s recent tax reforms 
have dramatically improved the tax re-
lief available on family business trans-
fers. The lifetime exemption amount 
(for US citizens or domiciliaries) has 
increased to more than US$11 million 
(for 2018; indexed for infl ation), allow-
ing owners to transfer more assets tax-
free on death or through lifetime gifts. 

The increased tax benefi ts are in 
eff ect for tax years beginning after 31 
December 2017, but they will sunset 
after 31 December 2025. After that, the 
continued availability of these benefi ts 
is uncertain.

“US business families should con-
sider making transfers of wealth dur-
ing life to minimize their transfer tax 
liability at death,” says Greg Limb, 
Head of International Private Wealth, 
KPMG Enterprise in the UK. “Doing 
so may keep future appreciation from 
being subject to transfer tax. And if 
transfers are made in the near term, 
families may be able to take advantage 
of the temporarily enhanced Gift and 
GST tax exemptions that are currently 
available through 2025.” For 2018, 
this exemption amount is $11,180,000 
for an individual or $22,360,000 for a 
married couple.

2. UK business families brace 
for Brexit

As the United Kingdom (UK) and 
the European Union (EU) are still 
working out how Brexit will unfold, 
the implications for family businesses 
in the UK are unknown. The biggest 
impacts are expected for family busi-
nesses that employ EU nationals in key 
roles and for businesses that conduct 
trade with the EU.

“UK-based family businesses should 
think through potential talent man-
agement issues that could arise due to 
changes in the immigration status of 
employees,” says Tom McGinness, Co-
chair KPMG Enterprise Family Busi-
ness and Partner, KPMG Enterprise in 
the UK. “Family businesses should also 
review the terms of any commercial 
contracts with parties in the EU and 
make contingency plans to minimize 
any business disruption once Brexit’s 
fi nal terms are known.”

3. Governments set sights on 
shadow economy

In many countries, the shadow 

economy is widespread and many 
businesses, including family business-
es, operate outside of formal business 
structures. The size of the informal 
economy creates fi scal pressure, of-
ten causing legitimate businesses to 
shoulder higher tax burdens. For in-
formal businesses, the lack of formal 
books and records, bank accounts and 
governance may hamper their profi t-
ability and prospects for growth.

In cultures where informal busi-
nesses are common, family business-
es may see only disadvantages from 
regularization. While tax and regula-
tory compliance bring new costs and 
administrative burdens, these are 
outweighed by the benefi ts of partici-
pating in the legal economy. 

In addition to tax enforcement ac-
tivities, countries around the world 
are taking steps to encourage in-
formal businesses to enter the legal 
economy:

Colombia has granted tax relief and 
social security benefi ts to those regis-
tering for tax identifi cation. 

Nigeria off ered a temporary tax am-

nesty program that allowed taxpayers 
to come forward to declare previously 
unreported assets and income without 
penalty or prosecution.

Mexico is allowing full tax exemp-
tions for family business transfers dur-
ing lifetime or on the owner’s death, 
but only where the recipient has fully 
declared their other income to the tax 
authorities.

4. Longer lifespans disrupt suc-
cession plans

Increasing longevity has the po-
tential to disrupt business succession 
plans, as owners seek to remain active 
in the business until a later age and, 
in turn, more and more family mem-
bers are living off  the business family 
assets. For the next generation, how-
ever, gaining control over the business 
can be delayed, changing their career 
aspirations and desire to stay with the 
business. 

To maintain their engagement, the 
next generation needs to have mean-
ingful roles, be rewarded and feel val-
ued. 

Dealing with these new challenges 
requires careful planning on how as-
sets and control of the business can 
be passed to the next generation in a 
timely fashion while ensuring the cur-
rent generation has enough resources 
to fund longer retirements.

5. Millennials change the mix 
of future business options

Millennials are altering the picture 
of family business succession. Com-
pared to previous generations, millen-
nials may tend to think more globally, 
their values appear to be more socially 
conscious, and their goals tend to be 
more philanthropic.

As with all generational shifts, rath-
er than accepting a traditional role in 
the family business, millennials may 
have other ideas. For example, they 
may wish to take the family business 
in diff erent, socially responsible direc-
tions. Alternatively, they may want to 
cash in the value in the family business 
and redeploy it in new ventures or di-
vert it to benevolent causes.

“Business families should ensure the 
succession goals of all family members 
are understood and respected,” says 
McGinness. “Where the younger gen-
eration wishes to redirect some of the 
family’s capital to make investments 
with social impact, alternative (often) 
tax-effi  cient structures such as chari-
table foundations could be considered 
to achieve these ends.”

The report concludes that tax should 
not necessarily be the deciding fac-
tor in planning for family business 
transfers. Succession plans should be 
aligned with the family’s values and 
purpose. A sound business rationale 
should underpin all decisions about 
the family business’s future. Early and 
informed planning is crucial in ensur-
ing the business and family will pros-
per for generations to come.

What’s the tax bill for transferring a family business?

CANADA AND VENEZUELA ARE AMONG THE COUNTRIES THAT IMPOSE 
THE HIGHEST TAXES ON FAMILY BUSINESS TRANSFERS ON BOTH DEATH 
AND RETIREMENT, EVEN AFTER YOU CLAIM ALL AVAILABLE TAX 
BREAKS.
OTHER COUNTRIES - LIKE CHINA, NEW ZEALAND AND NIGERIA - 
CHARGE NO SPECIAL TAXES ON THESE TRANSFERS AT ALL.

The FINANCIAL 

T he total value of im-
ports and exports of 
agricultural products 
between the EU and 
the rest of the world 

was EUR 275 billion in 2017.
Agricultural products can 

be divided into three prod-
uct categories: vegetables 
(trees, plants, vegetables, 
fruit, coff ee, cereals, seeds 
and oil), foodstuff s (various 
types of processed goods 

deriving from vegetable and 
animal products such as 
sugar, beverages, tobacco 
and prepared animal fod-
der) and animal products 
(live animals, meat, fi sh, 
crustaceans, dairy produce, 
eggs, honey etc.).

Foodstuff s made up 56 
% of EU exports of agri-
cultural products in 2017, 
vegetables 22 % and animal 
products 22 %. Vegetables 
accounted for 48 % of EU 
imports of agricultural 
products, foodstuff s 32 % 

and animal products 20 
%. The main recipient of 
EU exports of agricultural 
products in 2017 was the 
United States (16 % of total 
EU exports of agricultural 
products), followed by Chi-
na (8 %) and Switzerland (6 
%). For EU imports of ag-
ricultural products, Brazil 
and the United States (8 % 
each of total EU imports of 
agricultural products) were 
the biggest partners, fol-
lowed by Norway and China 
(both 5 %).

A closer look at EU agricultural 
exports and imports
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Survey by Social-politi-
cal magazine METRO-
NOME  revealed TOP 10 
of active Auditing and 
Accounting organiza-

tions operating in Georgia.  35 
Auditing and Accounting com-
panies participated in the online 
survey on the offi  cial web-site of 
the METRONOME.  More than 
80 000 visitors answered maga-
zine question: “Which auditing 
companies do you prefer?” 

Auditing and accounting com-
panies which provide resource 
management, assessment of 
achieving the objective goals, im-
prove operational performance 
and confi dence building with 
stakeholders, are considered as 
important factors for public or 
private companies. 

10 best companies have been 
identifi ed as a result of the MET-
RONOME survey:

1 - Arbitrans: 
Company 
Arbitrans

Outsourcing company with 
highly qualifi ed personnel, per-
forms all the services related to 
fi nancial sector in accordance 
with international standards, 
including: accounting services; 
auditing services; fi nancial ac-
counting; management account-
ing; consulting services; tax ser-
vice.

2 – Interaudit
Auditing consultation corpo-

ration Interaudit was founded in 
May, 1995.  It is one of the stron-
gest auditing companies in Geor-
gia. The mission of the society 
establishment was the following: 
the introduction of high-quality 
auditing consultation service 
in Georgia meeting the inter-
national standards and estab-
lishing the relevant mentality.
Community Strategy and Orga-
nizational Structure relies on its 
chosen mission and conduct its 
activities with appropriate stan-
dards. Certifi ed auditors and 
accountants, highly qualifi ed 
experts and fi nanciers, lawyers 
who have at least 20 years of 
experience in the fi eld are em-
ployed in the society.2 certifi ed 
audits and 7 experts of diff er-
ent qualifi cations are employed. 
They have essential linguistic 
and technical (computer) quali-
fi cations.

3 - Business 
and Audit 
Academy

Business and Audit Academy 
has been registered since Janu-
ary 18, 2012 year. 

Its main activity is accounting 

and auditing services, as well as 
the company has its own learn-
ing center, where physical per-
sons of various professions are 
trained in spheres of  accounting 
and auditing activities.

4 - Expert 
Auditing Company Expert was 

founded on September 25, 2013. 
The company’s director and part-
ner of the deal is Lela Janelidze, 
she has 15 years of experience as 
an auditor. The company off ers 
its customers the broad range of 
auditing and consultation servic-
es: developing and introducing 
an eff ective tax policy; provid-
ing recommendations; select-
ing  optimally convenient shape 
of the bank, fi nancial, economic 
operations and issues and their 
compliance with the legislation; 
annual accounting; fi nancial and 
tax audit of reports; subscription 
fee (monthly and quarterly) au-
dit service; preparing fi nancial 
accounting according to Inter-
national Financial Reporting 
Standards (IFRS); full account-
ing service; computerization of 
accounting; assessment of prop-
erty and business.

5 – Nigollet 
Audit: 

Consultation company 
founded on October 18, 
2011. Its main purpose is to 
assist companies in busi-
ness solutions and pro-
mote their success in Geor-
gian business environment.
Consultation company Nigollet 
provides services for all the 
companies related to the 
main spheres of the Georgian 
economy, such as transports 
and  communications; insur-
ance operation; trade service; 
industry; construction; power 
engineering; medicine.Also 
company Nigollet offers its 
clients to serve as a represen-
tative in the issues of tax dis-
putes.

6 - Creative 
Balance 

Business without tax risks- 
this is a motto of the accounting, 
consulting and legal company 
Creative Balance which has ex-
isted on the market since 2012. 
It provides high quality, perfect, 
professional and qualifi ed ser-
vice to the Georgian fi nancial 
and juridical service market. 
Creative Balance carries out the 
following accounting and con-
sulting services: preparation of 
primary documents, submission 
of monthly annual tax declara-
tions, preparation of fi nancial 
accounting (profi t-loss, balance 
and cash funds register), regis-
tration of the fi rms, preparation 

of declarations for the physical 
persons and tax consultation ser-
vices. Accountants and lawyers 
employed in Creative Balance 
have been working successfully 
for already 10-12 years and have 
a rich experience. The main value 
of the organization is profession-
alism, sense of responsibility and 
commitment to the work. This is 
the merit of the company’s rating 
and the high rate of confi dence in 
the society, which was confi rmed 
by the survey conducted by the 
internet-based newspaper MET-
RONOME in over 1,000 organi-
zations. According to the survey, 
Creative Balance is among top 
ten audit and accounting compa-
nies operating in Georgia.

7 – Andreaudit
Andreaudit  is an auditing 

company founded in 2014 year. 
In spite of the fact that the com-
pany is newly- established, it has 
already gained its place on the 
market. Its team consists of pro-
fessional staff  always being ready 
to deal with any challenges. The 
company supports its employees 
to develop and promote as well 
as provides an ideal working en-
vironment.  

8 – Gvazava 
and  Partners: 

Ltd.  Consultation Compa-
ny Gvazava and Partners was 
founded in 2008 with the prima-
ry purpose of assisting compa-
nies in the solution of tax and fi -
nancial accounting issues as well 
as supporting their activities.
The consultation company pro-
vides services to the compa-
nies occupied in main fi elds of 
Georgian economy, namely in-
dustry, construction, transports 
and communications, medicine, 
trade and all other types of ser-
vices.

9 – Audit 
Development 
Group

The company employs profes-
sional staff  who works in the fi eld 
of accountancy – auditing. The 
main goal of the company is to 
support the business to become 
aware of the proper fi nancial pic-
ture and to avoid tax risks. 

10 – Global 
Audit

The company provides servic-
es in the fi eld of accounting and 
auditing. 

AD notice: This article is the 
part of advertisement Provided 

by Metronome

Metronome magazine 
published TOP 10 list 
of the best audit and 
accounting Companies  
in Georgia

Arbitrans

Interaudit

Business and Audit Academy

Creative Balance

Expert
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W E E K L Y  M A R K E T  W A T C H  E X C L U S I V E L Y  P R O V I D E D  T O  T H E  F I N A N C I A L  B Y  G A L T  &  T A G G A R T
Investments (or any short-term transactions) in emerging markets involve signi  -
cant risk and volatility and may not be suitable for everyone. The readers of this 
document must make their own investment decisions as they believe appropri-
ate based on their speci  c objectives and  nancial 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 instabil-
ity, other political risks including without limitation changes to laws and tari  s, and 
nationalization of assets, and currency exchange risk.

GALT & TAGGART
Address: 79 D. Agmashenebeli Avenue, Tbilisi 0102, Georgia
Tel: + (995) 32 2401 111
Email: gt@gt.ge

marketsmarketsmarketsmarketsmarketsmarketsmarketsmarkets

Weekly Market Watch
WEEKLY MARKET WATCH EXCLUSIVELY PROVIDED TO 

THE FINANCIAL BY GALT & TAGGART

Source: Bloomberg

* Source: Bloomberg
*GWP 12/21 bonds and  GEBGG 06/20 bonds are in Georgian lari
**Coupon rate 3.5% over the NBG’s re  nancing rate

Source: Bloomberg Source: NBG
*Note: As of latest auction. 

Source: NBG

Georgia Eurobonds, YTM (%) 

 Local bonds Eurobonds  
 

    

+

 Eastern European sovereign 10-year bond performance 

FIXED 
INCOME

Corporate Eurobonds: BGEO 
Group Eurobonds (BGEOLN) closed 
at 5.8% yield, trading at 100.7 (-0.1% 
w/w). Bank of Georgia GEL-denomi-
nated Eurobonds (GEBGG) were trad-
ing at 100.5 (unchanged w/w), yield-
ing 10.7%. Georgia Capital Eurobonds 
(GEOCAP) were trading at 94.9 (-0.4% 
w/w), yielding 7.2%.

GOGC Eurobonds (GEOROG) 
were trading at 101.6 (-0.8% w/w), 
yielding 6.1%. Georgian Railway Euro-
bonds (GRAIL) traded at a premium at 
106.0 (-1.5% w/w), yielding 6.1%. 

Georgian Sovereign Eurobonds 
(GEORG) closed at 106.3 (-0.3% w/w) 
at 4.5% yield to maturity.

EQUITIES

BGEO Group (BGEO LN) shares 
closed at GBP 33.80/share (+1.93% 
w/w and -3.59% m/m). More than 328k 
shares traded in the range of GBP 32.32 
– 34.36/share. Average daily traded 
volume was 56k in the last 4 weeks. 

FTSE 250 Index, of which BGEO is 
a constituent, gained 1.78% w/w and 
gained 5.75% m/m. The volume of 
BGEO shares traded was at 0.83% of its 
capitalization.

TBC Bank Group (TBCG LN) 
closed the week at GBP 17.82 (+2.06% 
w/w and -0.89% m/m). More than 128k 
shares changed hands in the range of 
GBP 16.80 – 17.94 share. Averaged 

daily traded volume was 25k in the last 
4 weeks.

Georgia Healthcare Group (GHG 
LN) shares closed at GBP 2.65/share 
(-5.02% w/w and -14.52% m/m). More 
than 43k shares were traded in the 
range of GBP 2.62 – 2.80/share.  Aver-
age daily traded volume was 14k in the 
last 4 weeks. The volume of GHG shares 
traded was at 0.03% of its capitalization.

MONEY MARKET
Re  nancing loans: National Bank of Georgia 

(NBG) issued 7-day re  nancing loans of GEL 1,100mn 
(US$ 449.1mn).

Ministry of Finance Treasury Notes: 2-year GEL 
40.0mn (US$ 16.3mn) T-Notes of Ministry of Finance were 

sold at the auction held at NBG on May 8, 2018. The weight-
ed average yield was  xed at 7.395%. The nearest treasury 
security auction is scheduled for May 23, 2018, where GEL 
30.0mn nominal value 5-year T-Notes will be sold. 

Ministry of Finance Treasury Bills: 182-days 
GEL 20.0mn (US$ 8.2mn) T-Bills of Ministry of Finance 
were sold at the auction held at NBG on May 8, 2018. 
The weighted average yield was  xed at 7.277%.

TBC Bank Group (TBCG LN) 

BGEO Group PLC (BGEO LN) 

Georgia Healthcare Group (GHG LN) 

 

Source: Bloomberg

Source: Bloomberg Source: Bloomberg

 

T-bills / T-notes, yield curve  Monetary policy rate 
 

ECONOMY
International 

reserves up 11.1% 
y/y in April 2018

Gross international reserves 
were up 11.1% y/y to US$ 3.05bn 
in April 2018 according to NBG. 
On a monthly basis reserves 
were up 1.0%. Growth in 
reserves was mainly attributed 
to NBG’s FX interventions as 
NBG purchased US$ 20mn on 
April 3, 2018. 

Georgia sovereign credit ratings  
 
 
 
 
 
 
 
 
 
 
 

 

Real GDP growth, % 

International reserves 

Key macro indicators 
 
 4M18 2017 2016 

GDP (% change) 5.2%(1) 5.0% 2.8% 

GDP per capita (ppp) … 10,644 10,043 

GDP per capita (US$) … 4,079 3,865 

Population (mn) 3.7 3.7 3.7 

Inflation (eop) 2.5% 6.7% 1.8% 

Gross reserves (US$ bn) 3.0 3.0 2.8 

CAD (% of GDP) … 8.7 12.8% 

Fiscal deficit (% of GDP) … 3.9% 4.1% 

Total public debt (% of GDP) … 44.7% 44.4% 

International ranking, 2017 

Source: O   cial data, IMF
1) As of 1Q18

Source: GeoStat
Note: Rapid estimate for 4Q17

Source: Rating agencies Source: World Bank, Heritage Foundaition and 
World Economic Forum

Source: NBG

Ease of Doing Business       
s# 9(Top 10) 

Economic Freedom Index  
# 16 (mostly free)

Global Competitiveness Index 
# 59 (improving trend)

Nominal Effective Exchange Rate and Real Effective Exchange Rate 

Source: NBG
Note: Index growth means appreciation of exchange rate, decline means depreciation of exchange rate.
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Tel.: 293 14 04, Fax: 299 93 11
info@betsyshotel.com
www.betsyshotel.com

Betsy’s Hotel

32-34 Makashvili Street, 
0108, Tbilisi, Georgia

Tel: 251 00 01
Fax: 253 00 44

info@zarapxana.ge
www.zarapxana.ge

15 Lubliana Str.

Hotel
“O. Galogre”

8, Vakhtang Gorgasali Str. Batumi, Georgia
 Tel: +995 422 27 48 45
info@hotelgalogre.com
www.hotelgalogre.com

Tel: +995 422 229000
E-maill: info.batumi@ sheraton.com

www.sheraton.com/batumi

The tickets are available at tbilisi 
international airport freedom square 4

courtyard marriott hotel, 1st fl oor
Tel: 2400 400;  2400 040

13 Shavteli Str.
Tel: 2439494

info@ambasadori.ge
www.ambasadori.ge

5 Chavchavadze Ave.

Tel.: 222 44 17
577 22 99 22

plasticsurgerygeo.com

Radisson Blu Iveria Hotel 
Rose Revolution Square 1 

Tel.: 240 22 00; Fax: 240 22 01 
info.tbilisi@radissonblu.com 
radissonblu.com/hotel-tbilisi 

6 Kavsadze Str.
Tel: 2 25 15 45

2 55 44 55
www.lottravel.ge

275 Agmashenebeli 
Ave.,

Kobuleti, Georgia
Tel: 2242400
Fax: 2242403GEORGIA PALACE

HOTEL

E-mail: info@gph.ge, www.gph.ge

4 Freedom Square
Tel: 2988 988, Fax: 2988 910

E-mail:gmt@gmt.ge, www.gmt.ge

3 Vakhtang Gorgasali St,
(+995) 32 2000245

reservation@tifl ispalace.ge

Hotel
“Tifl is Palace”

6 Marjanishvili Street

Addrr: 26 May Square
Tel: 2300099

E-mail: info@hi-tbilisi.com
www.hi-tbilisi.com

4 Freedom Square,
Tel: +995 32 254 70 30
Fax: +995 32 254 70 40
tbilisi@citadines.com

Because life is about living

№ 1 Kheivani street 12/13; Tbilisi, Georgia
Phone: (+995 32) 2 24 23 21;
Phone: (+995 32) 2 24 23 22

E-mail: reservation@cronpalace.ge

Tel: 31 99 99
hotel@tifi lis.ge

addr:
#9 Grishashvili 

Str.

Divan Suites 
Batumi

Address: 
Jordania/Z. 

Gamsakhurdia 
Str. 8/15

(422)255 522

info.batum@divan.com

Addr: 11, Apakidze str.
Tel.: 2 300 777

 Best 
Western 

Tbilisi

Radisson Blu Hotel Batumi
1, Ninoshvili str., Batumi
Tel/Fax: 422255555

info.batumi@radissonblu.com 
radissonblu.com/hotel-batumi

45a M.Kostava St.,
0179 Tbilisi, 

Georgia;

Tel.:
(+995 32) 219 11 11
www.hotelcoste.ge

Address: 1/3 Melashvili Street 6000 
Batumi,Georgia | +995 422 225790
www.batumiworldpalace.com
info@batumiworldpalace.com

Tel: 277 00 
40/50

Addr: 20 
Metekhi str.

info@tbilisiinn.com 

http://www.tbilisiinn.com/

Tel: +(995 32) 2931404
E-mail:   info@betsyshotel.com; 

reservation@betsyshotel.com
Address: 32-34 Makashvili St.

Addr: # 14/14 
I.Kurkhuli Str.
Tel : 55 66 55

http://www.laerton-hotel.com/

13, Rustaveli Avenue.; 
Tel.: 2 779 200

www.TbilisiMarriott.com
tbilisi.marriott@marriotthotels.com

4, Freedom Square,
Tel: 2 779 100 

www.CourtyardTbilisi.com
courtyard.tbilisi@marriotthotels.com

P: (+995) 322 555 888
M: (+995) 596 555 885

E: info@vinotel.ge,
reservation@vinotel.ge

W: www.vinotel.ge

CITY AVENUE Hotel
Agmashenebeli Ave.140B; 0112, Tbilisi, 

Georgia; Phone: +995 32 2244 144
Email: info@cityavenue.ge; Web: www.cityavenue.ge

Tel:
2 50 50 25; 2 97 32 97

Fax: 2 50 50 26
Email:

info@hotelspreference.ge

HOTELS & 
PREFERENCE 

HUALING TBILISI

Addr: Hualing. Tbilisi Sea New City

HOTEL SPUTNIK BATUMI 

28, Shervashidze Ascent;  Batumi/Georgia 
Tel: +995 (422)  27 60 66;  +995 577 65 08 08

E mail: sales@hotel-sputnik.com; www.hotel-sputnik.com

For advertising 
please contact:
558 03 03 03

marketing@fi nchannel.com

Hotel River Side
+(995 32) 224 22 44;

Right bank of Mtkvari , Brosse Street Turn
info@riverside.ge

HOTEL
PUSHKIN

Bochorma street N 3
Tel: (+995 32)2 19 23 53
E mail: info@hotelpushkin.ge

GREEN 
BUILDING 

A Class Business 
Center

BETSY’S 
HOTEL
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BUREGERCLASICO

40, Chavchavadze Ave.   Tel: 229 42 30

24/24

Red Café - 
Bistro & Cafe

# 71 Vazha-
phavela Ave.
Tel: 2201 211

info@redcafe.ge

PREGO

84, Barnovi Str.
Tel: 225 22 58

15, Erekle II.
Tel: 293 14 11

2, MarjaniSvili Str. 
Tel: 2 999 723

41, Gamsakhurdia Str.
Tel: 237 96 88

SIANG-GAN

ENGLISH TEE 
HOUSE

5, Marjanishvili Str. 
Tel: 294 16 20

TWINS - gift 
store. 

Exclusive decor, 
designer Items 

from U.S.

25 Akhvlediani  str. Tbilisi

Tbilisi
13 Taktakishvili Street,

Tel.: (+995 595) 90 71 80
19 Petriashvili Street,

Tel.: (+995 595) 33 82 10
7 Pekini Street,

Tel.: (+995 591) 19 39 68
78 Chavchavadze Avenue (Bagebi),

Tel.: (+995 599) 09 56 70;47
Kote Apkhazi Str (Leselidze),

Tel.: (+995 599) 095670
12 Amaghleba street (Sololaki),

Tel.: (+995 599) 08 34 53
1 Ateni Street,

Tel.: (+995 591) 70 90 22
25 Gagarini street,

Tel.: (+995 591) 19 39 68
24A Pekini street,

Tel.: (+995 591) 96 19 90
7 Mtskheta Str.

Tel.: 599 21 53 83

Book 
Corner

13b, Tarkhnishvili Str.
Tel: 223 24 30

contact@bookcorner.ge

https://www.facebook.com/RespublikaGrillBar/

Respublika Grill Bar

Addr: 3 Vekua Street.
(Trade Center GTC)

Tel.: 2 93 61 38

CAFE 
CINEMA

4, Vashlovani Str.
Tel: 298 90 86

PICASSO

Literary cafe   “MONSIEUR JORDAN”
V. Gorgasali  st.,17
Tel.: 275-02-07

MEPETUBANI

Addr: 3 Erekle II square 
Tel: +995 598 77 09 68

1. 7 Sandro Euli St. Tel.595 99 22 77
hello@stradacafe.ge Each Day 10:00 – 01:00   

2.#5  Marjanishvili Str. 595 99 22 88

19 Pavle Ingorokva str. Tbilisi
+995 555 004151

LE MARAIS

32 Abashidze Str.  Tel: 222 40 83

34, Rustaveli Ave. 
Tel: (+995 32) 2923 592

Phone:
+995 599 27 60 

67 /
(032) 2 15 85 90

Addr:
Erekle II’s 
square 10

PROSPERO’S PROSPERO’S 
BOOKSBOOKS

37 Chavchavadze Ave.
Tel.: 291 30 26; 291 30 76

TEKLA PALACETEKLA PALACE

TIFFANY BAR AND TERRACETIFFANY BAR AND TERRACE

Address: Mari Brose Street, 
Open today · 11:30AM–11PM

Phone: 0322 24 22 44

diningdining|  places we strongly reccommend to visit  |

1 Brother
Kakabadze Str.

Tel: 292 29 45;
Fax: 292 29 46;

tk@mcdonalds.ge
Mrgvali Baghi Square; 7a Pekini Ave.34 Kote 
Afkhazi Str;125 David Aghmashenebeli Ave

Tel: +995 322 380802; info@lucapolare.com
www.lucapolare.com;   LucaPolareOriginal

La Brioche

Addr: Batumi, 
Georgia, Parnavaz 

Mepe №25

Tel.: 260 15 36
info@piazza.ge, www.piazza.ge

4, Besiki Str.

Tel: 2 519 966
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