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1.0 ACRONYMS 

 

ALC Allocated Capacity 

ATC Available Transfer Capacity 

B-A Line Borcka-Akhaltsikhe Interconnection 
Line 

CBETA Cross-Border Electricity Trade 
Agreement 

CTR Commercial Transmission Rights 

ENERGOTRANS ENERGOTRANS LTD 

ENTSO-E European Network of Transmission 
System Operators for Electricity 

GSE Georgian State Electrosystem JSC 

HIPP USAID’s Hydropower Investment 
Promotion Project 

NAC Non-Available Capacity 

IOA Interconnection Operation 
Agreement 

MENR Ministry of Energy and Natural 
Resources of, respectively, Georgia 
or the Republic of Turkey (as the 
case may be) 

TDA Transmission and Dispatch 
Agreement 

TEİAŞ Turkish Electricity Transmission 
Company 

Turkey Republic of Turkey 

USAID United States Agency for 
International Development 
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2.0 INTRODUCTION 

The signing of the Cross Border Electricity Trade Agreement, or CBETA1, in Tbilisi 
between Georgia and the Republic of Turkey on 20 January, 2012 represented 
major progress towards the establishment of private commercial electricity flows 
between Georgia and the Republic of Turkey.  A key undertaking in the CBETA is 
that the parties will have their respective entities responsible for transmission system 
operations develop and sign an Interconnection Operation Agreement that meets the 
requirements of the CBETA, by no later than 1 June, 2012 or the date on which 
construction works on the Borcka-Akhaltsikhe Interconnection Line (B-A Line) are 
complete (whichever occurs first).  A report on the CBETA was prepared, dated 1 
February, 2012. 

An IOA between Georgian State Electrosystem JSC (GSE) and ENERGOTRANS 
LTD (ENERGOTRANS) and Turkey’s Electricity Transmission Corporation (TEİAŞ) 
has been under negotiation and is ready to be executed, although it has not yet been 
signed.  Construction of the B-A Line is due for completion in October, 2012 and 
commissioning should be completed approximately 6-8 weeks afterwards. 

HIPP’s legal consultants have assisted in the development of the IOA, and this 
report comprises a synopsis of the form of the IOA as it presently (July, 2012) 
stands, covering the following: 

1. Requirement to conclude the IOA and its importance; 

2. USAID HIPP’s involvement and process; 

3. Summary of the IOA; 

4. Issues/Concerns; 

5. Progress from here – next steps. 

3.0 REQUIREMENT TO CONCLUDE IOA AND ITS IMPORTANCE 

The CBETA comprises a framework agreement between Georgia and the Republic 
of Turkey regarding the basis on which electricity is to be exported from Georgia and 
sold into Turkey.  Earlier work by HIPP reviewing Turkey’s legal and regulatory 
environment applicable to the electricity sector identified potential obstacles to the 
commercial importation of power into Turkey.  The CBETA, a sovereign-to-sovereign 
agreement, was therefore proposed by the HIPP as a means of overriding these 
obstacles.  The obstacles include the mitigation of political risks of investors seeking 
to construct hydropower plants (HPPs) in Georgia from which only a small portion of 
the power production would be sold inside Georgia – with the exception of domestic 
energy intensive industries – with the majority intended for the Turkish market. 
   
The CBETA anticipates execution of an IOA, in which issues – as equally important 
as those sought to be covered by the CBETA – regarding the operation of the B-A 
Line, are to be addressed.  These include, among others, defining the conditions for 
access to the transmission systems for cross-border exchanges. 

                                            
1
 Agreement between Georgia and the Republic of Turkey concerning Cross-Border Electricity Trade Via Borcka-Akhaltsikhe 

Interconnection Line, signed by the respective Ministers of Energy and Natural Resources. 
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4.0 USAID HIPP’S INVOLVEMENT AND PROCESS 

During the drafting and negotiation between the Georgian MENR and Turkish MENR 
of the CBETA, which HIPP legal consultants assisted on2, agreement was reached 
on the similarly essential need for an agreement to be concluded between each 
country’s operators of the B-A Line, principally covering technical operational, 
maintenance, metering and quality issues, as well as allocation of capacity and 
quantities to be transferred between Georgia and Turkey.  As mentioned, a provision 
was included in the CBETA requiring an IOA to be concluded. 

A draft interconnection agreement was initially prepared by GSE in August, 2011.  
HIPP’s advisors assisted by reviewing this agreement, principally to ensure 
conformity with the CBETA.  Subsequently a substantially improved draft agreement, 
in part using models that have been utilized for other trans-boundary transmission 
lines, was prepared by HIPP’s advisors and provided to GSE.  Numerous meetings 
and discussions on the draft IOA have ensued between HIPP’s advisors and GSE, 
and further drafting assistance was provided to GSE on subsequent versions of the 
IOA exchanged between GSE and TEİAŞ, although HIPP did not attend meetings 
between GSE and TEIAŞ.  Discussions were also held involving different members 
of HIPP on methods of allocation of capacity on international transmission 
interconnection lines. 

 

5.0 SUMMARY OF INTERCONNECTION OPERATION 
AGREEMENT 

This section contains a summary of the IOA, a copy of the latest draft dated July 9, 
2012 of which is annexed to this Report. 

Parties:  The parties to the IOA are GSE, TEİAŞ and ENERGOTRANS (a subsidiary 
of GSE).  In this report GSE, TEİAŞ and ENERGOTRANS are referred to as parties. 

Preamble:  The Preamble to the IOA states that the IOA is entered into (i) for the 
purpose of providing for the technical parameters of operation and maintenance of 
the B-A Line and (ii) in order to ensure implementation of transfers of quantities of 
electricity allocated pursuant to the CBETA and based on quantities anticipated in 
commercial electricity sale and purchase agreements signed between Commercial 
Transmission Right (CTR) Owners. 

Article 1, Representations and Warranties:  Each party confirms and warrants that 
the execution of the IOA is within its powers.  

Article 2, Ownership, Technical Parameters and Procedures for Operation and 
Maintenance:  Confirms that ENERGOTRANS owns, and GSE will maintain and 
operate, that part of the B-A Line located in Georgia, and that TEİAŞ owns and will 
maintain and operate that part of the B-A Line located in Turkey.  Each Party must 
maintain consents and licenses required to perform its obligations, and cooperate 
with each other to obtain consents and licenses necessary for the performance of 
the IOA, the CBETA and related agreements. 

                                            
2
 See HIPP Report on Georgia/Turkey Cross Border Electricity Trade Agreement, February 1, 2012. 
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The technical parameters and procedures for operation of the B-A Line are specified, 
and these include:  provision of emergency assistance; coordination of dispatch; 
determination of operating limits; maintenance of reliability and security; exchange of 
information; coordination of voltage and reactive power; planning, scheduling and 
approval and monitoring of outages.  Electricity transferred is to be in the form of 3 
phase, 50 Hz alternative current at 400 kV nominal operating voltage (with permitted 
fluctuating intervals of voltage and frequency). 

The parties must use “utmost effort” for the supply of the electricity to conform with 
the requirements set forth in Annex 3, “Requirements for Electricity Quality.”  A 
significantly revised Annex 3, which is still under negotiation, has recently been 
received by HIPP, and should be reviewed to ensure there is no conflict between it 
and Article 2. 

Article 2.4.5 states that the operating principles of the “Special Protection System” 
installed to prevent regional system collapse in Annex 3 apply until a separate 
agreement is signed concerning “operative and regime relations” between the 
National Load Dispatch Centers of Turkey and Georgia, and determining the Special 
Protection Systems of Turkey and Georgia for the B-A Line.   

The exporting party and importing party are to agree monthly quantities on an hourly 
basis for each month based on the results of allocation of capacity under Article 4.  
Amounts to be transferred are as defined in “Sale/Purchase Contract(s)”, although 
this term is not defined. 

The minimum permissible capacity of the Back-to-Back Unit is 10% of its nominal 
capacity. 

Operation and maintenance requirements for protection and the communication 
systems of the Turkish and Georgian electricity transmission systems are to be 
performed to provide uninterrupted transfer.  The requirements for the Turkish 
system are undertaken by TEİAŞ, and the requirements for the Georgian system by 
GSE.  The parties’ System Operator’s schedulers are to coordinate line outages. 

A procedure to be followed after an automatic line outage before re-energizing the B-
A Line is described.  TEİAŞ is generally responsible for re-energization and 
connection. 

Each Party agrees to coordinate metering and planned outage schedules for 
maintenance and repair of the B-A Line and associated facilities, to conduct 
continuous monitoring of and security for that part of the B-A Line on its Territory, 
and, at its expense, to ensure that continuity of service of the B-A Line is maintained 
at all times. 

The parties agree to obtain approval of the ENTSO-E at such time as the B-A Line 
and the Parties’ transmission systems are ready for to be operated in synchronous 
parallel operation mode, in accordance with the requirements of the ENTSO-E. 

Article 3, Quantities for Transfer:  Electricity will be transferred via the B-A Line in 
such quantities as are allocated to CTR Owners pursuant to the CBETA and Articles 
4-5 of the IOA.  Title to electricity passes at the point at which the B-A Line crosses 
the border. 
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Article 4, Allocation of Capacity:  By 1 August each year, except in 2012, the parties 
together determine:  Net Transfer Capacity of the B-A Line for the following calendar 
years; export directions; and, for the following calendar year (i) volumes of Allocated 
Capacity (ALC), which are already reserved under agreements (such as Electricity 
Transmission and Dispatch Agreements for Georgia and Use of Interconnection 
Agreements for Turkey) between the relevant CTR Owners and the parties (Article 
4.1(iii)); (ii) volumes of Available Transfer Capacity (ATC, which is allocated by the 
exporting party); and (iii) Non-Available Capacity (NAC). 

Following these determinations, the exporting party allocates capacity and provides 
information on the capacity allocation results to the other party, showing the export 
volumes of electricity, relevant utilization periods, CTR Owners and their commercial 
contracts.  The other Party must then facilitate the process of issuance of relevant 
licenses and permissions in order to ensure the export-import activities occur. 

For the period of operation from commencement until  August 1, 2013 allocation is 
pursuant to the CBETA (because TEİAŞ cannot know the actual specifications until 
the B-A Line is commissioned). 

The System Operator of the exporting country receives transmission and dispatch 
fees from CTR Owners and the System Operator of the importing country receives 
fees from the CTR Owner counterpart. 

Article 5, Rules of Allocation:  Capacity is to be allocated on a public, transparent 
and nondiscriminatory basis.  Utilization periods may range from one day to a year 
(in the case only of export from Georgia) several years. 

If ATC is sufficient to meet all export requests, capacity is allocated to meet all export 
requests.  If ATC is not sufficient, capacity is to be allocated:  either in proportion to 
all export requests; or in accordance with the results of an auction among those 
requesting export (to be specified in each country’s legislation). 

Unused capacity may be reassigned by the exporting party if CTR Owners timely 
notify the exporting party that it will not use, or use less than, its B-A Line 
transmission rights due to a short-term Force Majeure Event. 

Article 6, Delivery, Measurement and Calculation of Electricity:  Main and check 
metering, in accordance with international standards, is to be installed by each party 
at the outgoing feeders of the Borcka substation and the Akhaltsikhe substation.  
Hourly values will be collected by personnel who are on guard duty 24 hours a day. 

Article 7, Information sharing and Reporting:  A monthly report containing all 
metering information is to be prepared. 

Article 8, Limitation and Suspension of Electricity Transfer:  The parties must warn 
each other immediately they become aware of a circumstance that may render the 
B-A Line unavailable for use or decrease its capacity for electricity transfer.  Transfer 
shall only be limited or suspended:  if an event of Force Majeure affecting the 
operation of the B-A Line occurs; with mutual consent; if warranted using the 
standards of Good Utility Practice because of a failure, malfunction or defect in the 
B-A Line; or if necessitated using the standards of Good Utility Practice and in 
compliance with applicable laws and regulations (including the applicable Grid Code) 
by a system emergency or fault in a party’s transmission system. 
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The parties must use all reasonable endeavors and “Good Utility Practice” to re-
commence electricity transfers as soon as possible. 

The parties may not make claims for quantities of electricity not delivered via the B-A 
Line as a result of either Force Majeure or [technical problems]3 incurred in relation 
to [both] of the Georgia and Turkey transmission systems that is of such a nature or 
magnitude that, despite using Good Utility Practice, transfers on the B-A Line are 
required to be limited or suspended. 

Article 9, Force Majeure:  This Article mirrors the Force Majeure provisions in the 
CBETA.  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), so long as negligence or a breach of the 
Agreement is not a contributing factor.  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. 

In addition, a Party may terminate the IOA and no claims for losses may be made if 
transfers on the B-A Line are suspended for more than 6 continuous months as a 
result of Force Majeure and the Force Majeure is unlikely to be able to be overcome 
within a further [12 months] without the expenditure of sums of money that would 
reasonably be considered to be commercially or financially imprudent when weighed 
against the benefits that would accrue, having regard to volumes of Electricity Trade 
and the investment expenditure in power generation projects incurred or committed 

by third parties seeking to rely on the IOA [other considerations]4. 

Article 10, Standards of Performance:  The parties must at all times act in 
accordance with the standards of Good Utility Practice. 

Article 11, Language and Time:  The language of the IOA is English. 

Article 12, Settlement of Disputes:  Disputes are submitted after 40 days, first, for 
resolution by the two Ministers.  Disputes that are not resolved within 40 days are 
referred to arbitration under the rules of arbitration of International Chamber of 
Commerce, conducted in the International Arbitration Court in Geneva under Swiss 
law.  The arbitral tribunal will consist of three arbitrators appointed in accordance 
with the ICC’s rules and the language to be used during the dispute is English. 

Article 13, Review and Amendments:  If the parties agree that any provision or the 
practices of a party impose an undue burden on the others, the parties agree to 
endeavor to amend the IOA to remove the burden. 

Article 14, Effectiveness:  The IOA is to remain in force for as long as the B-A Line is 
operational5. 

Annexes:  Annexes to the IOA contain line diagrams of the Borcka and Akhaltsikhe 
substations, the entities responsible for technical and administrative execution of the 
Agreement, technical parameters and data exchange requirements. 

                                            
3
 This clause has not been finalized. 

4
 Draft clause to be finalized. 

5
 It is acknowledged that the Agreement will need to be revisited and amendments will be required, over time.  
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Annex 3, Requirements for Electricity Quality, has recently been amended and has 
several exceptions to the harmonic distortion limits, permissible voltage fluctuations, 
phase imbalance levels and fault clearance times that appear to relate only to 
TEİAŞ.  As mentioned, an agreement is to be negotiated in future to replace Annex 
3. 

6.0 ISSUES / CONCERNS 

This section discusses briefly issues and concerns regarding the IOA.  Because of 
the tight timeframe in which the IOA was to be finalized and the fact that such an 
agreement covering cross-border interconnection lines has not been concluded 
before, as well as the fact that GSE is very keen to conclude the IOA with 
TEİAŞrather than prolong negotiations, it has not been possible to fully negotiate all 
issues.  

The CBETA includes a provision whereby each of Georgia and Turkey agree to ensure 
that the CBETA will be binding on each entity that is licensed or authorized to perform 

any of the functions required to be performed under the CBETA in each country.  A 
warranty was therefore suggested for inclusion by which the parties confirmed that 
each is bound by undertakings of each MENR applicable to it in the CBETA.  
However, such a warranty was not agreed by TEİAŞ. 

The IOA has not yet been signed, and was not signed by the deadline imposed by 
the CBETA of June 1.  However, GSE is confident that the IOA will be signed soon. 

Originally, an Operating Committee of the parties was to be formed to, among other 
functions, review and update operating parameters.  However, it was decided that 
such a committee is not necessary. 

GSE is comfortable that Georgia has secured transmission rights on the B-A Line for 
capacity committed to developers under agreements with them, through clause 
4.1(iii), which refers to these agreements on the Georgia side.  Agreements on the 
Turkish side are referred to as Use of Interconnection Agreements, which GSE does 
not think commit TEİAŞto provide capacity.  Therefore, GSE is comfortable that 
electricity flow direction will be from Georgia to Turkey.  It would be preferable to 
have explicit agreement on this – it is to be as mutually determined between 
TEİAŞand GSE/Energotrans. 

In any event, there is limited Georgia HPP need for use of the B-A Line for the first 
18-24 months after it becomes operational.  It is not known whether the B-A Line will 
be used for “transit” electricity until completion of further Georgian HPPs.  Transit 
refers to sales of electricity by an entity in a third country into Turkey, delivered via 
Georgia’s transmission system and the B-A Line, discussions in relation to which 
have been held with GSE and the Georgian MENR.  Ideally, GSE (or a Georgian 
entity) would not purchase such transit electricity and resell it at the Turkish border, 
but rather have obligations to deliver the electricity.  It is understood that, although 
high level discussions regarding transit have previously been held with Azerbaijan, 
presently no serious discussions on transit as an option for use of the B-A Line are 
being held.  Under the present framework of the CBETA and IOA, an Azerbaijan 
entity would not be entitled to be a CTR owner. 

It would be preferable if the dispute resolution procedures were the same as those 
set forth in the CBETA. 
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There are no provisions covering material default and liquidated damages for the 
party affected thereby, as the inclusion of such provisions was strongly resisted by 
the Turkish side. 

A specific obligation of the parties was proposed, to review and negotiate changes to 
the IOA following any structural and legal/regulatory reform in Georgia to introduce 
electricity trading mechanism.  While such a clause would be helpful for GSE, it 
would also open the door to further negotiations (with TEİAŞrequiring a review 
following legal/regulatory changes in Turkey).  Such changes are quite frequent, as 
Turkey continues to develop and refine its electricity sector and market.  

Linkages between the IOA and Transmission and Dispatch Agreements (TDAs) GSE 
enters into with developers (for example, that covering the proposed Khudoni 
700MW HPP), and potential liability exposure of GSE and the government of 
Georgia have as yet not been fully explored.  The Khudoni TDA contains a “take-or-
pay principle” that requires GSE to pay compensation equal to lost profit if it fails to 
provide capacity, transmission and dispatch services (the project company must also 
pay for services it does not use).  The services themselves are provided “in 
accordance with” the terms and conditions set out in any agreements GSE has or 
enters into with TEİAŞ.  Does this mean that if such agreements with TEİAŞ do not 
provide firm capacity rights, and GSE is unable to provide services as a result, GSE 
is not liable under TDAs? 

An agreement is to be negotiated in future to replace Annex 3, Requirements for 
Electricity Quality, that will also cover the operating principles of the Special 
Protection System.  It would be preferable to finalize these principles before signing 
the IOA so that GSE can be sure their protection system, including the 
communications system that will be installed using equipment being procured by 
USAID, is compatible with TEİAŞ’s. 

7.0 NEXT STEPS 

The IOA is almost finalized, and it is understood that GSE is awaiting confirmation of 
this from TEİAŞ, whereupon the IOA will be signed.  There remain several issues in 
relation to the IOA, as discussed in the “Issues” section above, however these must 
be measured against GSE’s success in negotiating the IOA with TEİAŞ and the 
importance placed on its conclusion. 

The CBETA also requires development of an energy trading platform to allow 
Georgian HPPs to have access to the Turkish electricity market on the same basis 
as Turkish HPPs.  HIPP is working to institute the significant structural and 
legal/regulatory reforms associated with the development. 
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