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1.0 LIST OF ABBREVIATIONS 

EMRA Turkish Regulator 

ENTSO-E European Network of Transmission System Operators 

GSE Georgian State Electrosystem 

CBETA Cross Border Electricity Trade Agreement 

GEMM 2015 Georgia Electricity Market Model for 2015 

GNERC Georgian National Energy and Water Supply Commission 

HPEP USAID-funded Hydropower and Energy Planning Project 

IOA Interconnection Operation Agreement 

NTC Net Transfer Capacity 

TEIAS Turkish TSO 

TSO Transmission System Operator 

 

 



 

 

2.0 INTRODUCTION 

In September 2013, the Interconnection Operation Agreement (IOA) was signed 
between Georgian State Electrosystem (GSE) and TEIAS, in accordance with Cross 
Border Electricity Trade Agreement signed between Georgia and Turkey in 2012.  

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. HPEP has been supporting Georgian Government to institute the 
significant structural and legal/regulator reforms associated with that development. 

In the beginning of June 2014, HPEP representatives met representatives of GSE to 
determine the areas of work that GSE needed support from HPEP. Among other 
issues, GSE officials asked HPEP to review existing IOA, identify gaps and provide 
some recommendations. 

GSE representatives noted that despite of having CBETA and IOA signed, there still 
are some technical, commercial and legal issues that need to be resolved and 
regulated. Thus, Georgia and Turkey are in the process of finalizing negotiations on 
an Intergovernmental Agreement between Georgia and Turkey regarding the areas 
of cooperation in the Energy field. The issues will presumably cover: 10 year network 
development plan; forecasting capacity not just on yearly, but on monthly and daily 
basis; reallocation possibilities based on month/day ahead; drafting agreement 
between TSO-TSO on providing support in emergency situations; joint studies on 
using reserves in both countries; exchange of information and experience about 
ENTSO-E; and asynchronous operation. 

Considering the information provided by GSE and their request to provide 
suggestions for an TSO-TSO agreement, HPEP comments and recommendations 
on existing IOA are provided below. 

3.0 COMMENTS AND RECOMMENDATIONS ON THE SEPT 2013 GSE-TEIAS 
INTERCONNECTION OPERATION AGREEMENT (IOA) 

GSE has requested HPEP to review the 2013 IOA to determine if new issues should 
be included in a revised IOA or existing issues deleted from a revised IOA, and if any 
provisions of the IOA are in conflict with EU directives and regulations. This note 
provides a preliminary response to these questions. Note: Deloitte is not a law firm 
and does not provide legal advice. Two preliminary comments: 

• Article 2.9 of the IOA provides that the Parties will take all necessary actions 
in a timely manner to obtain the approval of ENTSO-E to operate the line in 
synchronous parallel mode. This is an extremely significant provision to 
encourage both countries to join the EU energy system. This implies that each 
Party shall apply relevant EU Directives and regulations to their respective 
operations. 

• We also note with interest the new Turkish Electricity Market Import and 
Export Regulation (17.05.2014) provide for principles and procedures 
regarding capacity allocation of interconnections other than for synchronous 
parallel interconnections and principles and procedures regarding a 
secondary market for commercial transmission rights will be published within 



 

 

one month following the enactment of the regulation. Also, an isolated region 
(we assume this mean Island Mode) method can be used temporarily as a 
technical requirement with the approval of the Ministry to import energy into 
frontier zones.  

Amending Existing Provisions 

Article 2.4.3 

Hourly schedules are to be provided one week before the start of the month and can 
only be changed if TEIAS (in the case of Georgian exports) approves of the 
changes. The criterion for approval or denial is not specified. It seems that a more 
flexible operating procedure would recognize that day-ahead schedule changes will 
take place routinely (particularly due to the inherent characteristics of run of river 
hydro) and such changes would be permitted subject to ATC constraints. GSE and 
TEIAS should agree on how much flexibility there is to change the MW loading on 
the interconnection.  

Market participants shall inform the transmission system operators in a reasonable 
time in advance of the relevant operational period whether they intend to use 
allocated capacity. Any allocated capacity that will not be used shall be reattributed 
to the market, in an open, transparent and non-discriminatory manner.  Article 16.4 
Regulation 714/2009 

Article 4.1  

Subparagraph (i).  Determining and announcing Net Transfer Capacity by 1 August 
each year – why is this set each year? It’s preferred to be set on monthly/daily basis 
for the aim of utilizing the line more effectively. 

Subparagraph (ii) and (iv). 

These subparagraphs provide that in a given month export transactions are only 
permitted from the “exporting country” as determined for that month on a yearly basis 
by agreement between GSE and TEAIS. Direction could easily change within a 
month depending on weather, hydrology and market conditions. Setting electricity 
export directions for each month in a year in advance does not permit simultaneously 
import and export of energy and the resulting net transfer of physical energy. 

Simultaneous contractual import and export of electricity should be permitted over 
any time period. The netting of physical import and export flows will free more ATC 
to be allocated. Restricting line use to one direction significantly impacts the flexibility 
of the line and its support to a regional energy market. It also impacts Georgian 
energy security if electricity cannot be imported in any particular month of system 
shortages. 

Transmission system operators shall, as far as technically possible, net the capacity 
requirements of any power flows in opposite direction over the congested 
interconnection line in order to use that line to its maximum capacity. Having full 
regard to network security, transactions that relieve the congestion shall never be 
denied. (Regulation 714/2009/EC Article 16.5) 

  



 

 

Including Omitted Provisions 

• The IOA does not explicitly prioritize access to renewable energy resources – 
hence Georgian hydro power producers will compete with Turkish thermal 
power producers exporting to Georgia for interconnection access. 

(a) Member States shall ensure that transmission system operators and distribution 
system operators in their territory guarantee the transmission and distribution of 
electricity produced from renewable energy sources; 

(b) Member States shall also provide for either priority access or guaranteed access 
to the grid-system of electricity produced from renewable energy sources; 

(c) Member States shall ensure that when dispatching electricity generating 
installations, transmission system operators shall give priority to generating 
installations using renewable energy sources in so far as the secure operation of 
the national electricity system permits and based on transparent and non-
discriminatory criteria. Article 16.2 of Directive 2009/28/EC 

• The IOA is a good opportunity to confirm that Georgian exporters of electricity 
are not limited to one year supply agreements with Turkish importers. 

• Should a maximum NTC be determined in the IOA in order to ensure 
maximum capacity of the line is always available and not reduced over time 
for any reason? Similarly, why is non-available capacity determined each 
year? 

• The IOA does not limit, or otherwise define, the liability for damages caused 
by the negligence of either party. 

The financial consequences of failure to honor obligations associated with the 
allocation of capacity shall be attributed to those who are responsible for such a 
failure. Where market participants fail to use the capacity that they have committed 
to use, or, in the case of explicitly auctioned capacity, fail to trade on a secondary 
basis or give the capacity back in due time, they shall lose the rights to such capacity 
and pay a cost-reflective charge. Any cost-reflective charges for the non-use of 
capacity shall be justified and proportionate. Likewise, if a TSO does not fulfill its 
obligation, it shall be liable to compensate the market participant for the loss of 
capacity rights. No consequential losses shall be taken into account for that purpose. 
The key concepts and methods for the determination of liabilities that accrue upon 
failure to honor obligations shall be set out in advance in respect of the financial 
consequences, and shall be subject to review by the relevant national regulatory 
authority or authorities. (Paragraph 2.13, ANNEX I, GUIDELINES ON THE 
MANAGEMENT AND ALLOCATION OF AVAILABLE TRANSFER CAPACITY OF 
INTERCONNECTIONS BETWEEN NATIONAL SYSTEMS, Regulation 
714/2009/EC) 

• Article 6(1) (c) and Article 8(4) of the Cross-Border Electricity Trade via the 
Interconnection Line Agreement give priority interconnection access to 
electricity generated from renewable energy resources in allocating the 
available transmission capacity. The Parties need to accommodate this EU 
requirement in their auction rules. 

Adding Provisions to Support Market Coupling 



 

 

Recent HPEP and HIPP reports have recommended a step by step process to 
establish an implicit auction mechanism to couple the hourly and day-ahead markets 
in Turkey and Georgia for energy trading across the asynchronous 400kv link. An 
implicit market will permit the simultaneous allocation of transmission capacity and 
the sale and purchase of energy. In order to facilitate explicit, power exchange and 
implicit auction mechanisms the IOA should incorporate the following concerns. 

• Include a paragraph in the preamble that recognizes the intent of each Party 
to join ENTSO-E, for example: 

“The Government of Georgia intends to become a member of the European Energy 
Community in nearest future. Thus relevant parts of the EU Energy Acquis, including 
Directives 2009/72 and 2009/28 will be obligatory to comply with. TEIAS intends to 
become a member of ENTSO-E by 2015, operate Turkey’s transmission grid in 
parallel with the European Energy System and apply EU directives and regulations 
regarding operation of the Turkish transmission system.” 

• The Parties should exchange and publish data in their possession that is 
necessary to most effectively administer each Party’s energy and capacity 
allocation markets and shall otherwise provide support to facilitate the 
operation of these markets. 

• Transmission system operators shall publish estimates of available transfer 
capacity for each day, indicating any available transfer capacity already 
reserved. Those publications shall be made at specified intervals before the 
day of transport and shall include, in any event, week-ahead and month-
ahead estimates, as well as a quantitative indication of the expected reliability 
of the available capacity. (Regulation 714/2009/EC Article 15.3). 

• The Parties should support the establishment and operation of one or more 
national or cross-border markets in order to efficiently allocate interconnection 
capacity and trade electricity between Turkey and Georgia. 

• Transmission system operators shall promote operational arrangements in 
order to ensure the optimum management of the network and shall promote 
the development of energy exchanges, the coordinated allocation of cross-
border capacity through non-discriminatory market-based solutions, paying 
due attention to the specific merits of implicit auctions for short-term 
allocations, and the integration of balancing and reserve power mechanisms. 
(Regulation 714/2009/EC Article 12.2) 

• Currently the Turkish system doesn’t recognize the legal status of 
asynchronous interconnections. Our recommendation would be that, IOA 
could provide for TEAIS to work with EMRA, within the scope of existing 
Turkish legislation, to effectively allow Turkish market participants to trade 
electricity using the asynchronous connection with Georgia under long term 
contracts without paying an annual license amendment fee. For example, the 
fee could be set at a very low level and paid ten years in advance. In terms of 
monthly/daily trading, automatic licensing should apply. 
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