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Chief of Party Report
Management and Operational Highlights

The 7th Quarter was full of significant events for USAID’s Hydropower Investment Promotion
Project (HIPP) in Georgia. Meaningful progress was made to fulfilling its main goal of attracting
400 MW of signed Memorandum of Understandings (MoUs) by investors and its secondary goals
including using its own resources to leverage feasibility studies for investors.
HIPP has analyzed over 150 potential HPP sites across Georgia. These run-of-river sites range
from 5 MW to 120 MW of generating capacity. HIPP has developed detailed analysis on Stori
River and Aragvi in the northeast, Tsablari River and Khanistskali River in center, the Machakela
River in the Southwest, and the Tskhenistskali and Enguri River in the Northwest. Each river
basin provides excellent projects for renewable energy investors.
There is strong interest in the hydropower plants (HPP) that HIPP has analyzed. A consortium of
two Turkish firms, Limak Investment and Kolin Construction, has signed an MoU with the
Ministry of Energy and Natural Resources (MENR) for the 110 MW Tsageri HPP and are
progressing with development of the site.
The MENR assigned the 120 MW Lentekhi HPP and the 58 MW Machakhela HPP Cascade to
the Georgia Energy Development Fund (GEDF). The GEDF has worked quickly to develop the
projects focusing on land acquisition and permitting. Several potential equity investors have
expressed strong interest in joining the GEDF in the projects. The GEDF and its equity partners
are expected to start feasibility studies in the first half of 2012. HIPP is working with the GEDF in
development of the two Machakhela projects supporting the selection of the intake and power
house sites and the land required to construct the projects.
A copper mine developer has expressed a strong interest in investing into the 48 MW Stori HPP
Cascade. The developer has obtained a long term lease for a copper (and gold) mine in the
Kakheti region and plans to build a large processing plant for copper and gold near Telavi. The
Stori Cascade would provide a long-term low cost energy source for the processing plant.
At the request of the MENR, the HIPP Team produced 15 HPP site identification studies
exceeding 400 MW for the Upper Enguri River Basin. The sites were divided into 3 clusters with
each cluster greater than 100 MW. The MENR started promoting the sites in this Quarter and
potential investors have already expressed interest in the clusters. HIPP has begun to prepare
Project Assessment Studies for each of the 15 HPP sites.
The HIPP Team supported the negotiation between the governments of Georgia and Turkey of
the Cross Border Energy Trading Agreement (CBETA). Key issues have been resolved including
the creation of a separate committee on compensation to Turkey for energy previously provided
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to Georgia. HIPP also provided extensive comments on the Interconnection Operations
Agreement (IOA) ensuring that the CBETA and IOA are consistent.
A milestone was reached in the quarter when the number of investors informed of Georgia HPP
investment opportunities exceeded 500. The HIPP team has reached out to investors across the
globe and investors continue to contact HIPP with interest in new run-of-river projects.
One concern of all investors is the enabling environment for new Georgian HPPs. The HIPP
Team has continually made suggestions to the GoG on the enabling environment including:
•

Replacing the MoU process with a proper tendering process for selecting investors for
sites;

•

Development of a contractual framework that will reduce risks and costs for the investors;
and,

•

An energy trading platform that provides new Georgian HPPs access the Turkish and
Southeast Europe markets.

Task 1: Organization and Development of Core Information
Description: Under Task 1, HIPP will support the GoG in formation and operation of the
Investment Coordination Group, provide studies on potential hydropower plants, review and
update available data for small and medium hydropower sites, design and start development of a
high quality deal book, design and develop the website for promotion of hydropower investment,
and develop a database of potential partners and service providers.
Subtask 1-A Investment Coordination Group is active and effective
Progress / Successes against the Work Plan


USAID and the MENR decided to create a Steering Committee for everseeing the activities of
HIPP. The first meeting of the Steeering Committee was on November 8, 2011 and the
second meeting occurred on December 9, 2011. The meetings will continue once a month
unless the parties deem necessary to meet more frequently.



Representatives of other energy entities are envitied to the Sterring Committee as necessary.
In December, both GSE and ESCO representatives attended the monthly Steering
Committee meeting.



Three working groups were created under the Steering Committee to address the technical
issues of HIPP. The Technical Working group met twice to discuss the details of the Upper
Enguri Rviver Basin HPP layout that includes 15 sites. Further meetings are anticipated as
the HPP assessment studies are completed by HIPP.
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The Investment Promotion Working Group met once to discuss and finalize several
brochures developed by HIPP during the quarter.



The Enabling Environment Working Group met once to discuss a proposal by HIPP to
develop an enabling electricity trading platform that will allow Georgian HPPs to sell their
electricity output to Turkey and southeast Europe.

Subtask 1-B Studies, Analysis and Data Development
Progress / Successes against the Work Plan
Transmission Analysis
•

During the 7th Quarter, HIPP was still awaiting results of the on-going study of the
existing and planned interconnection system linking Georgia with load centers in Turkey.
The results of this study were expected to be available during the 6th Quarter, but work is
still underway. HIPP reviewed the work-to-date during a meeting in November, when
TEIAS and study contractor Tubitak visited the HIPP office. The study is still under
discussion by TEAIS and their contractor, so that the Report on Transmission Analysis
cannot be completed until the next quarter at the earliest.

•

Continued to informally discuss system plans and new development plans, including new
HPP connections to the grid, with GSE staff and management. GSE will have a
representative on the HIPP Technical Working Group which was constituted toward the
end of Quarter 7.

•

Continued to monitor the progress on construction of the Black Sea Regional
Transmission Project through conversations with those involved and press reports.
During the 7th Quarter, the transmission connection between Akhaltsikhe and Zestaponi
was nearly complete (all towers are completed, and only a short section of conductor
remains to be strung), work continued on the Gardabani-Marneuli-Akhaltsikhe line
contruction and reconstruction, construction of the Akhaltsikhe Substation was underway,
and construction began in November 2011 to complete the relatively short 400 kV line
between Akhaltsikhe and the Turkish border.

•

The 400 kV line to Borchka, on the Turkish side of the border, is not yet under
construction and it may not be operational when the first phase of the Georgian
connection facilities are completed in mid to late 2012.

•

HIPP representatives visited the Akhaltsikhe Substation in late December 2011. The
substation is progressing on schedule and should be energized by late Spring 2012. The
territory of the substation is 12 hectares and the concrete works are complete. The 500
kV and 400 kV transformers are under installation.
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•

The 400 kV transmission line to the Turkish border is under construction. The line is
about 40 km. The concrete works are underway and the line completion is scheduled for
mid-to-late 2012.

HIPP staff visit st the Akhaltsikhe Substation in late December 2011

Hydro Project Identification and Evaluation
•

During Quarter 7, USAID, MENR, and HIPP agreed to concentrate on identification and
assessment of projects in the upper Enguri River Basin.

•

The HIPP technical staff was directed to give up on the effort to obtain daily flow records
for the rivers on which hydro sites are located. By the end of Quarter 7, previously
requested records from three stations in the Aragvi Basin had been received, and partial
daily records for two stations were extracted from feasibility studies for the Khudoni and
Nenskra HPP projects in the upper Enguri Basin. It has been agreed that monthly data
will be used in all future studies, which will be limited to assessments—no additional prefeasibility studies are planned.
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•

Geology and hydrology subcontractors continued to collect information and prior studies
from technical libraries in Tbilisi and their own files. Preliminary project arrangements
were developed and site-specific geologic maps and reports were prepared for 15 sites in
the Upper Enguri River Basin.

Geologic maps, based primarily on existing 1:50,000 scale maps, have been prepared for the 15
sites in the upper Enguri River basin.
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•

Subcontractor GIS-Lab continued to provide a full-time CAD Drafter/ Graphic Artist in the
HIPP offices to complete drawings and figures needed for project identification and
assessment studies and other HIPP work products.

HIPP prepared profiles all of the rivers evaluated during the Upper Enguri Basin Project Identification
Studies. This profile shows two proposed projects in the Mulkhura River sub-basin.
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A resident from Zhabeshi explains the village’s

Looking upstream toward the powerhouse site, with

earlier plans to develop a small hydro plant on the

the abandoned Svan tower at the upper left of the

Tviberi River

photo

General location of the Mestiatchala 1 powerhouse
Site of the proposed diversion dam and intake for the

and Mestiatchala 2 diversion structure. The bridge

Mulkhura HPP, just below Mestia.

carries the raw water pipeline supplying Mestia,
with a deck on top for foot traffic.
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This map—showing the Mulkhura Project layout—is typical of those produced for the 15 identified Upper
Enguri projects. The base map is from 1:25,000 Soviet topographic maps.

Suspension bridge across the Enguri River, leading to

A path, once a road, passes up the Khumpreri

the Khumpreri Valley

Valley
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•

Completing the pre-feasibility study for the first project in the Aragvi Basin, on the Tetri
Aragvi River, was deferred until the Upper Enguri assessments are completed. Local
residents and officials were contacted during each field trip to discuss local social and
environmental issues, get first-hand information on river characteristics, discuss other
development plans, and so on.

•

Assessment of environmental, social and cultural characteristic of the Upper Enguri
watershed areas has been made based on field visits, desk-studies, and communication
with locals, academia members, representatives from the governmental and NGO sector.
HPP team attended two public hearings of the Scoping Report of Khudoni HPP (702 MW)
Environmental and Social Impact Assessment in Khaishi (Svaneti) and in Tbilisi.

•

The program for conducting Project Awareness Workshops (PAWs) in areas impacted by
each cluster of projects continued to be implemented by HIPP’s Georgian Communication
Specialist, Environmental Specialist, Hydropower Engineer, and Translator, and with the
participation of the other team members. Preliminary plans for a workshop, probably in
Mestia, to discuss the potential projects in the upper Enguri watershed were being
discussed at the end of the Quarter. Another workshop in the Upper Tskhenistskali Basin
may be held in Lentekhi, specifically to address the Kheledula 1 and 2 Projects, during
the next Quarter.

Legal and Regulatory Studies
During the 7th Quarter, HIPP’s legal team:
•

Edited and redrafted successive versions of the Cross-Border Energy Trade Agreement
between the Governments of Turkey and Georgia related to the Borcka-Akhaltsikhe
transmission line, participated in negotiations between the two countries’ representatives
in Ankara, Turkey and reviewed the last .draft submitted by Georgia’s Ministry of Energy
and Natural Resources with First Deputy Minister Marika Valishvili.

•

Reviewed the draft Interconnection Operating Agreement between Georgia’s GSE and
Turkey’s TEIAS and made suggested improvements, met with GSE in Tbilisi to discuss
the draft and approach to negotiations, then prepared a new draft based in part on a draft
Interconnection Agreement and a draft Interconnection Operating Agreements prepared
by an international consulting firm for use on a new cross-border cable to be constructed
between two countries.

•

Held meetings with the Director of the Electricity System Commercial Operator, Irina
Milorava, her Deputy Vaktang Ambokhadze and her chief lawyer David Namchevadze, to
review the Report on Recommended Changes to Georgia’s Electricity Market Rules,
explaining the problem areas and recommended changes. detailing inconsistencies, gaps
and lack of clarity in the Market Rules and recommending significant changes to the
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Market Rules and creation of a Guide to the Market Rules for Investors to assist investors
in understanding their obligations under those rules..
•

Made presentation to First Deputy Minister of Energy and Natural Resources on Report
on Recommended Changes to Georgia’s Electricity Market Rules.

•

Reviewed the new Tariff Methodology issued by GNEWRC in June 2011 and provided
suggested additions to J. Delphia’s detailed comments on the Tariff Methodology.

•

Participated in the kick-off meetings of the new Steering Committee and the new Enabling
Environment Working Group with representatives of MENR, GSE, ESCO and HIPP to
discuss creating a Vision for the future energy sector that addresses in an organic fashion
the action items needed to be undertaken by specific entities in the GoG to enable
project financing of HPPs in Georgia.

•

Met with representatives of the EU Delegation to discuss Georgia’s obligations under a
future Association Agreement under the European Neighbourhood Policy and learn about
current and future initiatives of the EU, such as: (i) the Inogate office to be opened in
Tbilisi to promote energy efficiency; (ii) the dual purpose of the EU’s rehabilitation of the
Enguri HPP (supply to both Georgia and Abkhazia); (iii) the Neighbourhood Investment
Facility grants attached to the KfW and EBRD loans for mitigation of environmental
damage caused by the Black Sea Transmission project; and (iv) the Covenant of Mayors
which provides grants to member municipalities for energy efficiency initiatives.

•

Participated in meetings in Ankara, Turkey with representatives from TEIAS, PMUM,
TETAS, EMRA and MENR, to learn about Turkey’s Day Ahead Market and energy
futures market operations, tariff structures, regulatory environment and planned
expansion of its transmission system, as they could affect imports of electricity from
Georgia; also participated in meetings with potential HPP investors Nurol, Calik,
International Power Corp. and Limak to learn about their interest and activities in Georgia.

•

Met with Irakli Tkebuchava of Alliance Energy and also with the Georgia Chamber of
Commerce representative of Voith Hydro (which is developing a copper mine and hydro
power source in Kakheti).

Power Market Studies
The Specials Studies Group of HIPP completed several analyses related to the regional power
market including:
•

Turkish power market monthly reports (September, October, November) highlighting the
hourly, daily, weekly and seasonally prices in the wholesale power market, the hourly and
yearly system loads and the competition to Georgian HPPs. The Special Studies Group
started to observe newly established Turkish power exchange wholesale prices (opened
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on 1 December 2011) and will include PX data analyses for next Turkish power market
monthly reports.

•

Cluster analyses for 2 year data of PMUM’s wholesale prices, in order to classify peak,
off-peak, and other relevant group of prices on the Turkish power market. Cluster
analyses will be completed in January 2012.

•

The Special Studies Group analyzed the capability of new Georgian run-of-river projects
to reduce or eliminate thermal power generation in Georgia. The corresponding report
was sent to USAID as a deliverable in October.

•

Cost of HPPs on a per KWH basis was calculated for HIPP’s identified 11 Hydro Power
projects in order to compare it regional wholesale prices. Plant cost financial model will be
unified with HIPP’s financial model and the effect of HPP equipment cost variation on the
total investments will be analyzed in January 2011.

•

Together with investment promotion group updated and enriched the investor database
which is a testament to HIPP’s investment promotion activities and serves a platform for
further research.

Subtask 1-C Refine the set of data for small and medium-sized hydropower sites
throughout Georgia listed on the MoE site and explore/ gather key information on new
sites to be included in the MoE database
Progress / Successes against the Work Plan


Continued to check and refine the information in the MENR database of 91 small and
medium hydropower projects that was developed during the USAID Rural Energy Project,
and directly for the MENR, by Gross Energy.



Continued to evaluate about 30 new projects identified by HIPP or developers.



Continued to look at potential sites not yet included on the database. During the previous
quarters, five new sites were identified on the Tetri and Shavi Aragvi Rivers, and 15 new
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sites were identified in the upper Enguri River Basin. Additional sites in the Khanistskali
Basin have been identified and will be added to the database, but they are generally
below 10 MW and are not on the priority list for studies.


Added information for new projects that is needed to apply the final Screening and
Ranking Criteria to determine which projects would be given priority support by HIPP, to
the database.

Subtask 1-D “Information Memorandum” in its various forms (hard copy, website
version, presentations)
Progress / Successes against the Work Plan
The Information Memorandum (IM) is structured in modular form (Parts 1-3) to allow use of the
individual parts independent of the others. During the quarter, the Investment Promotion Team of
HIPP developed several IM.


IM Part 1 was finalized, approved and put into use during a previous quarter.



IM Part 2 was created for two Kheladula HPPs and the two Tsablari HPPs during the quarter.

The IMs for each HPP promoted by HIPP is accessible via the Investor Web Portal, and is
distributed to potential investors in hard copy and e-version via the portfolio contained on
promotional USBs.
Subtask 1-E Functional Investor Portal website that can be maintained by the MoE
Progress / Successes against the Work Plan


The Investor Web Portal was completed, approved and launched during a previous quarter. It
is accessible via www.hydropower.ge. It will also be accessible via the MENR website.



The Web Portal contains HPP related legislation, transmission and HPP studies, IMs. Prefeasibility studies, project profiles and other HPP related information.



The Web Portal also includes a Protected Area that allows USAID, GoG and HIPP to transfer
draft reports and studies that need review and approval. The Portal also includes a Potential
Investor database.



During the quarter, HIPP updated the pre-feasibility and IM folders with the recently
completed HPP studies.

Subtask 1-F Current and Informative Database of potential partners and service
providers
Progress / Successes against the Work Plan
Many Local Suppliers and Service providers not included in the Database of Suppliers and
Service providers have been identified and are being added to the newly finalized Database of
Local Suppliers and Service providers. The companies include research institutes, designers and
manufacturers, consulting and constructions companies. There are 41 entities listed in the
database and many more entities have been solicitied for their company details to be included in
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the database. The Database have been uploaded on the web page: www.hydropower.ge in the
Investor column. An excerpt of the database is shown below.

Task 2: Institutional Strengthening and Capacity Building
Based on the Training Needs Assessment of the Investment Promotion Department undertaken
by HIPP training in financial modeling was conducted for IPD staff at HIPP office. The traning
was aimed at introducing basic concepts of finacial modeling, building theoretical knowledge in
modeling infrastructure projects, as well as improving practical skills. (Trainers: A. Rouse and N.
Danelia.
Capacity building was undertaken during the quarter with MENR and HIPP staff who were given
a presentation on Risk Mitigation as a necessary tool for cost reduction in the development of
HPP infrastructure projects in Georgia. (Trainer: T. Sherwood) The focus of the presentation
was on the critical task that lies before them: i.e. how each party/counterparty to a project must
be identified and their roles/obligations defined and due diligence undertaken to ascertain
whether they can effectively assume those obligated tasks for the duration of project, and what
standard recourse mechanisms are available to the counterparties if a party fails to perform. Also
focused on was the question as to whether these recourse mechanisms are
available/enforceable inGeorgia.

Workshop Risk Reduction Mechanisms
for Financing HPPs
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Task 3: Outreach and Promotion
Description: Under Task 3, HIPP will develop promotional material, complete initial and follow-up
rounds of market sounding meetings, develop an investment promotion strategy, support the
GoG in participating in several promotional events, and hold the Georgia Hydropower Investor
conference.
Subtask 3-A Production of Promotion Materials
Progress / Successes against the Work Plan


During the 7th Quarter, a copy of the approved USAID “Energy Sector of Georgia” map was
updated, in cooperation with MENR, to show the latest hydro project status, and to provide
the list of projects in the Georgian language. This version of the map was used by the
Minister of Energy during a trip to innagurate two hydropower construction efforts, at the
Paravani and Mtkvari sites. During the trip, the Minister briefed President Saakashvili and
Prime Minister Nika Gilauri on the hydropower program. Both the inaugurations and briefing
got extensive local television coverage.

During the 7th Quarter HIPP produced the following promotional material:


Drafted Press Release for USAID re Kolin Construction/GoG MoU signing



Update of Georgia Energy Sector Map



New high-memory USBs were procured during the Quarter and are being used as a
primary distribution channel for promotional, technical and other materials in electronic
form. These are utilized in conference and other investor venues as a means of
disseminating a tailored portfolio of materials to targeted audiences



Produced hydropower investment promotion material and brochures:

o

Folder for the MENR for presenting promotional brochures and materials

o

Investor Guide

o

BSTNP brochure update

o

Hydropower Potential in Georgia

o

Georgian Hydropower Export Opportunities
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Folder for presenting promotional material of the MENR

Investor Guide and Promotional Triplet Brochures on Georgian Hydropwer Resources and Export Opportunities
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Subtask 3-B Promotional Events
Progress / Successes against the Work Plan
Investment Promotion Strategy


The Investment Promotion Plan (IPP), as updated for the period October – December 2011,
was carried out; specifically through the attendance in a series of promotional events and
activities that enagged design/build/operate firms, private investors, venture capital firms,
energy traders (Turkey & Europe), energy sector leaders, financial institutions, multi-laterals,
stakeholders, and others.



The IPP has been and continues to be a living document and can be accessed via the HIPP
Users secure area of the hydropower investor website.



During the Quarter three reports were prepared and delivered to USAID in draft form that
surveyed the financial challenges on investing in Georgia’s HPP sector in the hope that the
insights contained therein could contribute to the debate regarding the components
necessary to create an enabling environment for investment in Georgia. They were:
o

Challenges to Securing Non-Recourse Financing for HPP Development in
Georgia

o

Report on Possible Sources of Equity and Corporate Finance for Hydropower
Development In Georgia

o

Report on Possibilities for Risk and Cost Reduction Mechanisms in Financing
Hydropower in Georgia

GoG participating in Promotional Events


Deloitte on behalf of MENR and GEDF attended a conference in Prague on October 1619 entitled Hydro 2011, which included International delegates from more than 85
countries, including heads of national utilities, and regional power and water boards,
powerplant owners and operators, leading consultants, financiers and contractors. The
conference explored practical ways to advance hydro projects towards financial closure,
ensuring that governments get the maximum benefits from their hydro assets. High level
delegations from all countries with active hydro development programmes underway
discussed development targets, priorities, achievements and challenges. Georgia was
prominently mentioned in the opening remarks to the conference as one of the main
countries where hydro potential development was the greatest.



Deloitte conducted two Market Assessment and Promotional visits to Turkey, during
which a large number of qualified investors and relevant government stakeholders were
visited in order to assess the appetite for Georgian power and the challenges inherent in
achieving financial closure on investments in Georgia’s hydropower sector.



HIPP participated in the seminar ”Georgian – Norwegian Cooperation on Hydropower” on
November 10, jointly organized by The Ministry of Energy and Natural Resources of
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Georgia, The Royal Norwegian Embassy in Baku, and INTPOW. The opening speeches
were held by Mr. Støre and First Deputy Minister of Energy and Natural Resources of
Georgia, Mrs. Mariam Valishvili. There were nearly 50 participants from Norwegian and
Georgian businesses and relevant government bodies.
Main topic of seminar was Georgian – Norwegian Cooperation on Hydropower.
The goal of seminar was to establish closer relationship in hydropower sector between
Norway and Georgia, share the experience and deepen partnership in renewable energy
field.

Georgian – Norwegian Cooperation on Hydropower

During this Quarter HIPP initiated research and planning for the following road shows and
conferences, though these were not realized for the reasons indicated:


Investor Road Show to US (researched US company appetites for HPP investment in
Georgia during August and September as a prelude to a Road Show originally scheduled
for US November 6 – 14). The Road Show was indefinitely postponed, as research
showed a lack of appetite on the part of American companies for investment in the hydro
sector in Georgia. A detailed report was prepared for USAID, accordingly.



An Infrastructure Investors Forum – Renewable Energy 2011 (Opportunities and
Challenges for Investors in the EMEA Renewable Energy Market) to take place in London
on November 16, 2011, which would have been an opportunity to meet the industry’s
leading renewable energy fund managers, developers, institutional investors, utilities and
financiers to stimulate investor interest in Georgian HPP projects, and for Georgia to
assess the availability of equity and debt finance for HPP development. The visit was
cancelled at the direction of the Minister of Energy and Natural Resources of Georgia,
who has stated that no further promotional events will be attended.

Reach out to 500 Institutions and investors
Investor engagement during the Quarter included:
•

Exposure of the potential for hydropower investment to energy companies assembled for
the Hydro 2011 conference in Prague (in excess of 700 participants)
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•

Made direct contact with and interviewed 20 US and Canadian firms engaged in the
hydropower business in the US regarding the potential of HPP projects in Georgia.

•

Contacted over 40 Turkish companies as a preparatory step to meetings in early October
and Novemeber to discuss HPP potential in Georgia, and subsequently met with 18 prequalified companies in Turkey that evidenced an interest in investing in Georgia, or who
had already engaged in Georgia and who were seeking further information. Additionally
HIPP provided potential investors with a complete package of prefeasibility studies and
otherwise encouraged the establishment of a further dialogue on investment opportunities
in Georgia. (Reports submitted to USAID)

•

Met with Turkish Government institutions regarding developments to provide an up-todate assessment of the Turkish power market as it pertains to all technical, legal,
regulatory and financial developments in the market that would effect such investments.
Among others in the state sector, HIPP met with EMRA (Regulator), TEIAS
(Transmission owner, system operator, balancing market operator and power exchange
operator) and TETAS ( State-owned wholesaler).

•

Several investors contacted HIPP directly during this quarter inquiring about hydropower
projects. For example, a Voith representative in Georgia contacted HIPP regarding
interest in the Stori River Cascade by Italian copper mine developers. The developers
are looking for a long-term reliable low-cost energy solution for a proposed copper and
processing plant in the Telavi region. Later in the quarter, a representative of Baker and
McKenzie in Georgia further discussed the copper mine developers’ concerns about the
Georgian power sector in HIPP’s offices. HIPP soon after held a conference call with
representatives from Baker and McKenzie in Italy to answer their additional questions.
The idea of matching a new power plant (48 MW) with new industrial plant (peak demand
of about 40 MW) has great value for Georgia with the prospects of new jobs, taxes, and
large export trade with low emission economic development. In early 2012, the
developers are scheduled to visit Georgia and have asked HIPP to support them as they
investigate the potential for investing in Georgian HPPs.

HIPP Meeting with Voith Hydro
HYDROPOWER INVESTMENT PROMOTION PROJECT (HIPP)
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Increase Public Awareness
Public Awareness Workshops on Identified Project Sites
HIPP (G. Chikovani) participated in Seminar “Energy Policy and Practice in Georgia” which was
organized by Green Alternative (December 17-18, 2011). The seminar was organized for local
press to increase their knowledge in the energy sector of Georgia and update them on the new
developments in the field of hydropower. Together with HIPP, NGOs working in Georgian energy
sector also participated in the workshop. The seminar covered the following topics:
o

World’s energy resources

o

Utilization of hydro resources

o

Small and medium sized hydropower plants

o

Georgian energy sector

o

HPPs under construction and investment promotion in Georgia

o

Climate change

o

Energy policy of Georgia and with harmonization with Europe

o

Environmental and social issues associated with HPPs development

Media representatives were mostly interested in future of Georgia energy balance and role of
renewable energy in Georgia’s energy sector. Important topic of discussions among others
were: Imact from FDIs in hydropower on Georgian economy and issues associated with HPP
developments in Georgia.

Seminar: “Energy Policy and Practice in Georgia”

Task 4: Public-Private Partnerships for Site Development
Description: Under Task 4, HIPP will identify and complete several studies on hydropower sites,
broker larger projects to IFI’s and investors, develop a cost share approach and implement the
approach, complete an initial screening of cluster opportunities, coordinate the results with the
IFIs, USAID, GoG and potential investors, develop an outreach approach, modify the investment
promotion strategy and implement the cluster promotion activities.
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HIPP provided technical assistance to GEDF in developing the feasibility studies for
Machakhela1 and Machakhela 2 Projects, which were initially identified under HIPP and
prefeasibility studies produced. GEDF took over these projects as an investor and developer and
asked HIPP expertise in developing large scale detailed geographic maps for the Detailed
Disgns of the above-mentioned projects. HIPP representatives together with the topographer and
GEDF representative visited the site and identified perimeters.

HIPP and GEDF officials visiting Machakhela I and II sites

Subtask 4-A Studies and Deal Brokering
Progress / Successes against the Work Plan


See earlier section on Studies provided to USAID.

Subtask 4-B Cost Share Program
Progress / Successes against the Work Plan


HIPP continues to work with the GEDF in order to promote government cost-sharing of
individual hydropower sites. HIPP expects that several hydro sites within HIPP’s portfolio will
soon include GEDF investment dollars (sovereign funding) and thus qualify as cost-share
programs, or BOT public-private partnerships.



HIPP contracted with an outside consulting firm to develop a strategy for creating an entitiy
capable of consolidating small hydropower producers as Phase 1 of a longer-term program to
create a energy consolidator for small HPPs. HIPP plans to cost-share future phases of the
program. The report on the firm’s conclusions was delivered to USAID.

Subtask 4-C Hydropower Cluster Development Progress / Successes against the Work
Plan
Progress / Successes against the Work Plan


HIPP has developed several river basin clusters. Due to the regulatory framework, investors
of clusters greater than 100 MW are not regulated by Government Directive RE 2008 and

HYDROPOWER INVESTMENT PROMOTION PROJECT (HIPP)

21

therefore are free to negotiate the terms of the MoU with the GoG including the level of the
security deposit. HIPP recently started investigating the Upper Enguri River basin which
provides literally 100’s of MW of new HPP capacity. HIPP will prepare HPP studies on
several of the sites and propose up to 3 clusters of the sites.

Problems Encountered, Status and Proposed Solutions
Task/subtask

Problem/Issue

Mitigation Plan

Status

Subtask 1-B Studies,
Analysis and Data
Development

Enabling Environment
for new HPPs lacks
basic trading platform
for regional electricity
trading.

Proposal for
supporting the
GoG in
development of
the enabling
environment
was created by
HIPP

Proposal is under
consideration by
USAID and a donor
meeting is set to
request support,
both politically as
well as monetarily
for the proposal.

Major Upcoming Activities
Task/subtask

Upcoming Activity

Counterpart(s)

Planned Dates

Subtask 2-B Studies

Negotiations and
implementation of the
CBETA

MENR, GSE

Throughout the 8th
Quarter

Subtask 2-B Studies

Completion of HPP
Preliminary Project
Studies for the 15 Upper
Enguri River Cascade
HPPs

MENR

8th & 9th Quarter

Subtask 3-B
Promotional Events

“IFI Round Table”

IFIs and NGOs
working in the
energy sector

8th Q (February or
March, 2011)

Subtask 3-B
Promotional Events

PAW on Upper Enguri
Cluster, Mestia, Svaneti
region

Local Municipality

Spring, 2011

Subtask 3-B
Promotional Events

PAW on Kheledula HPPs
in Lentekhi

Local
Municipality

8th Quarter

Capacity Building for
Local NGOs
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