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HIPP REPORT ON GEORGIA/TURKEY CROSS 
BORDER ELECTRICITY TRADE AGREEMENT  

 
INTRODUCTION 
On January 20, 2012 the Cross Border Electricity Trade Agreement between 
Georgia and Turkey, the official title of which is Agreement between Georgia and the 
Republic of Turkey concerning Cross-Border Electricity Trade Via Borçka-
Akhaltsikhe Interconnection Line (“CBETA”) was signed in Tbilisi by Alexander 
Khetaguri, the Georgian Minister of Energy and Natural Resources, and Taner Yildiz, 
the Turkish Minister of Energy and Natural Resources. 
The signing of this heavily negotiated agreement between the two countries 
represents a major step forward in the progression towards a trading platform for 
electricity flows between Georgia and the Republic of Turkey.  This Report 
comprises a synopsis of the CBETA, covering the following: 

1. Rationale for CBETA and what it accomplishes; 
2. Deloitte HIPP’s involvement and process; 
3. Summary of CBETA; 
4. Progress from here – next steps. 

 
RATIONALE FOR CBETA AND ITS IMPORTANCE 
Prior to 2011, Georgia’s transmission system operator GSE and Turkey’s 
transmission system operator TEIAŞ executed numerous Memoranda of 
Understanding regarding siting, design and construction of a new cross-border 
transmission line between Akhaltsikhe in Georgia and Borçka in Turkey, but there 
was no agreement regarding the basis on which electricity would be exported. A 
review of Turkey’s legal and regulatory framework by HIPP had uncovered 
numerous potential barriers to the import of power from Georgia.  HIPP therefore 
proposed a sovereign-to-sovereign agreement which could override these obstacles.  
In the international energy trade sphere, such agreements between governments are 
a prerequisite for private investment in cross-border pipelines and transmission lines 
to mitigate political risk. The planned investment in large numbers of hydropower 
plants (“HPPs”) in Georgia demanded similar political risk mitigation because only a 
small portion of the potential power produced by such HPPS could be sold inside 
Georgia, with the majority intended for the Turkish market. Model agreements 
between countries that undergird trans-boundary investments have been developed 
by international organizations and have the advantage of being well-understood and 
time-tested. The model agreement between host countries crafted by the Energy 
Charter Secretariat (“Secretariat”) was the basis for the Baku-Tbilisi-Çeyhan oil 
pipeline and a draft agreement developed by the Secretariat for use with electricity 
transmission systems was therefore selected as the basis for an agreement between 
the governments of Turkey and Georgia.  
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DELOITTE HIPP’S INVOLVEMENT AND PROCESS 
The need for and importance of having an inter-governmental agreement, ideally at 
the level of a treaty, was recognized by the US Agency for International 
Development (“USAID”), which offered its assistance to Georgia’s Ministry of Energy 
and Natural Resources (“MENR”). This offer was subsequently accepted by MENR 
and HIPP’s lawyers were called upon to develop the framework for such an 
agreement. A draft outline for the treaty was prepared by HIPP’s legal team and 
presented to MENR’s Deputy Minister Marika Valishvili, GSE Board Member Zurab 
Ezugbaia and other government officials in August 2010.   
Following consultations and discussions with MENR and GSE in Tbilisi, a fully re-
worked draft treaty was prepared and submitted to MENR by HIPP in September, 
2010. The draft was sent by MENR to the Turkish counterparts. During the following 
year, successive drafts and counter-drafts were exchanged by Georgia and Turkey, 
with Turkey proposing a bare-bones agreement between market operators, and 
Georgia responding with the HIPP draft, modified to address some of the Turkish 
counterparts’ concerns. In July 2011, HIPP legal consultants Julia Weller and David 
Lockhart were asked to assist Georgia in negotiations between representatives of 
the Turkish and Georgian Ministries in Batumi in July, 2011.  Subsequently, in 
October 2011, David Lockhart attended a meeting between the Deputy Ministers of 
Energy in Ankara. Differences between the parties were finally ironed out in several 
high-level follow-up meetings between the two countries’ Deputy Ministers. The 
agreement--no longer a treaty but an agreement that nonetheless is proposed to be 
ratified by the legislature of each country--is based on the original model agreement 
between sovereign states drafted by HIPP’s  consultants the previous year. 
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HIPP and GSE staff revising the draft 
 Interconnection Operating Agreement 

J. Weller, D.Lockhart, HIPP  and Z. Ezugbaia, GSE 
reviewing the executed copy of the CBETA

Turkish and Georgian Ministers of Energy 
signing Cross Border Electricity Trade 

Agreement 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

D.Lockhart, HIPP  and Z. Ezugbaia, GSE  in Batumi, after 
CBETA Negotiations 



 

SUMMARY OF CBETA 
This section contains a summary of the CBETA, a fully signed copy of which is 
annexed to this Report. 
The preamble to the CBETA reflects the rationale, described above, for entering into 
the agreement, recognizing earlier Memoranda of Understanding, a letter of intent 
and Construction Agreement between the parties, and recognizes the importance of 
smooth and uninterrupted cross-border electricity trade using the Borçka-Akhaltsikhe 
Interconnection Line, development of long-term cooperation in energy, and the 
creation of stable and favorable conditions for economic activity in the region. 
Article 1, Definitions and Interpretation:  A key definition used is “Electricity Trade,” 
meaning the purchase and sale of electricity generated either country and 
transported to the other via the Borçka-Akhaltsikhe Line. 
Article 2, Scope and Subject of Agreement:  establishes principles on which the 
parties agree to facilitate Electricity Trade and on which they or their relevant state 
Entities will negotiate the Interconnection Operating Agreement (“IOA”) and other 
agreements covering the operation, dispatch and allocation of capacity on the 
Borçka-Akhaltsikhe Line, which include the use of international rules envisaged in 
other international trade and investment agreements, and reflects the intent to jointly 
facilitate the development of market and power transmission infrastructure in 
promoting Electricity Trade. 
Article 3, Objectives:  to strengthen cooperation between the parties, by ensuring the 
successful implementation of Electricity Trade, and to identify the agreements and 
terms needed to govern the operation of the Borçka-Akhaltsikhe Line. 
Article 4, Relationship of Agreement to Domestic Laws:  confirms that the terms and 
conditions of the CBETA prevail over any domestic law or regulation. 
Article 5, Performance and Observance of Agreement:  Georgia and Turkey each 
agree to ensure that the Agreement and the Electricity Interconnection Agreement 
shall be binding on each entity that is licensed or authorized to perform the functions 
required to be performed under the Agreement.  They also undertake to cooperate in 
maintaining favorable conditions for implementation of Electricity Trade, to use best 
endeavors to ensure that laws and regulations allow full utilization of the Borçka-
Akhaltsikhe Line, and to maintain maximum Available Transfer Capacity (“ATC”) on 
the Line.  Georgia and Turkey agree to meet as often as required to negotiate and 
enter into the agreements required in relation to Electricity Trade. 
Article 6, ATC and Allocation of Capacity:   ATC at the time the Borçka-Akhaltsikhe 
Line commences operation is set at 350 MW, increasing to 650 MW in 2013, and up 
to 1000 MW in future, depending on market requirements and operation conditions.  
The allocation of transmission capacity, operating principles and relationship 
between importers and exporters and technical operators is to be stipulated in the 
IOA and other agreements in line with the current legislation in both countries.  
Broadly, the exporting country decides on the entities to which ATC will be allocated, 
its System Operator provides to the other country’s System Operator relevant 
information, and the parties initiate the process for issue of needed licenses and 
permissions. 
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Article 7, Transport of Electricity: Georgia and Turkey undertake to facilitate cross-
border trade of electricity using the transmission systems of TEIAŞ, GSE and 
Energotrans, and to take all necessary measures and actions to prevent 
interruptions or curtailments. Exporters and importers are entitled to reserve 
transmission capacity. 
Article 8, Interconnection Operation Agreement:  Georgia and Turkey undertake to 
have their System Operator develop and sign the IOA for the Borçka-Akhaltsikhe 
Line before June 1, 2012 – or the date that the Borçka-Akhaltsikhe Line construction 
works is completed, if earlier.  The IOA will define the conditions for access and 
efficient congestion management mechanisms that promote electricity trading, and 
certain agreements between the parties are recorded: 

• the maximum capacity of the Borçka-Akhaltsikhe Line will be made available, 
in compliance with safety standards of secure network operation; 

• priority access capacity for export and import will be given to electricity 
generated by new generation using renewable energy sources; 

• consistent, coordinated procedures for market participants to nominate use of 
capacity will be used 

• a consistent approach to the short-term resale or reallocation of unused 
capacity on the Borçka-Akhaltsikhe Line will be used. 

Article 9, Force Majeure: The parties’ responsibilities for non-performance or delay 
are suspended to the extent caused by Force Majeure (being natural disasters, wars, 
terrorism and insurrection, and international embargoes).  An affected party must 
take reasonably available actions and expend such funds as are necessary and 
reasonable to remedy the Force Majeure and resume performance, and must 
procure that state entities take action to mitigate the loss suffered by the other party. 
Article 10, Joint Committee: Georgia and Turkey must, within 60 days of signing, 
establish a Joint Committee implement the Agreement, exchange information, 
resolve disputes, and conduct meetings and consultations.  
Article 11, Dispute Settlement: If, through diplomatic channels, the parties are unable 
to resolve disputes, binding arbitration by an ad hoc tribunal using the premises of 
the Permanent Court of Arbitration at The Hague, under UNCITRAL Arbitration 
Rules is to be used, using applicable rules and principles of international law. 
Article 12, Amendments: Amendments to the Agreement may be made by mutual 
written consent through diplomatic channels at any time, and no conversion of legal 
form or status of the System Operators of Georgia and Turkey shall restrict the 
scope of the Agreement and the responsibilities and duties imposed on the System 
Operators.  
Article 13, Validity and Termination: The Agreement is for a period of 10 years, 
extendable automatically for successive 10 year periods unless 6 months notice to 
terminate is given. 
Article 14, Entry into Force: the Agreement becomes effective following notification 
through diplomatic channels that all necessary requirements for its entry into force 
under the parties’ respective laws have been fulfilled. 
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Article 15, Final Expression:  The CBETA is the final expression of the parties’ 
agreement on the matters contained in it.  
 
NEXT STEPS 
The CBETA anticipates execution of an IOA between GSE and TEIAŞ in which 
numerous issues regarding the operation of the new transmission line will be 
addressed. HIPP’s legal consultants are assisting in the development of this 
agreement, in part using models that have been utilized for other trans-boundary 
transmission lines. In addition, the CBETA requires development of an energy 
trading platform to allow Georgian HPPs to have access to the Turkish market on the 
same basis as Turkish HPPs.  HIPP has offered its assistance to the Government for 
elaboration of this project. 
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