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PROJECT DESCRIPTION

In September, 2013, USAID initiated the Hydro Power and Energy Planning Project (HPEP) following
on the three and a half year Hydropower Investment Promotion Project (HIPP) that supported
market-based initiatives to stimulate investments into Georgia’s hydropower sector.

HPEP will facilitate private sector development of Georgia’s hydropower resources that are
environmentally, socially and economically sound. The main purpose of this project is also to support
the Government of Georgia (GOG) in adopting and implementing the Georgia Electricity Market
Model of 2015 (GEMM 2015) developed under HIPP to facilitate establishment of an electricity
trading mechanism in Georgia. The general goals and principles of GEMM 2015 were agreed upon
by USAID and GOG.

PROJECT BACKGROUND

The Georgian electricity sector has made remarkable progress over the last twenty years, advancing
from huge losses and blackouts in the 1990s, to collection rates over 90%, generally reliable service
and near self-sufficiency today. In spite of the improvements, Georgia still experiences a shortfall of
domestic supply in winter and, therefore, the GOG must secure private investment to develop the
estimated 20 TWh of untapped hydropower resources the country possesses and promote cross
border electricity trading to Turkey and Europe to realize Georgia’s electricity export potential.

While investors and developers are willing to sign initial investment commitments, investor access to
project financing needed to turn these commitments into reality requires fundamental changes to
Georgia’s energy governance, regulatory, operating and legislative enabling environments.

SERVICES AND ASSISTANCE

Building on 20 years of success assisting the Georgian energy sector, USAID has designed the
HPEP to help the Ministry of Energy (MOE) address these challenges and unlock Georgia’s
hydropower potential.

HPEP will assist the GOG to continue to implement GEMM 2015, and create the Energy Trading
Mechanism (ETM) it incorporates.

HPEP will also improve the efficiency of the Georgian power system and support the launch of cross-
border trade in clean energy between Georgia, Azerbaijan, Armenia and Turkey.

The project will facilitate cross-border clean energy trading and support achievement of the following
objectives:

e Accomplishment of tasks outlined in the GEMM 2015

¢ Financing of the new run-of-river, hydro power plant projects by means of non-recourse
(project-based) loans

e Cross-border, competitive clean electrical energy trading, and

e Funds leveraged from public and private sector in hydro power development.

To achieve these goals, HPEP will provide technical assistance ranging from legal and policy advice,
capacity building, financial planning, and outreach. The Project will engage in the following three
distinct but interdependent areas of technical assistance expected to attract and leverage significant
hydropower investment:

1. Institutional and Human Capacity Development: The project will assist government
institutions including the Ministry of Energy, Georgian State Electrosystem, Electricity System
Commercial Operator, and Georgian National Energy Regulatory Commission. This activity
aims to increase institutional capacity for the implementation of GEMM 2015 and facilitate
cross-border electricity trade.

2. Implementation of the Rules, Regulations, Procedures and Processes: This includes GEMM
2015 and analytical work for strategic energy planning and a cost-benefit analysis model for
hydropower projects based on watershed resources, including environmental and social
impact analysis.

3. Support for Investor Outreach: This activity will support the MOE investor relations for the
previously prepared pre-feasibility reports and outreach efforts.

READY TO HELP YOU CAPTURE OPPORTUNITY

HPEP, implemented by Deloitte Consulting for USAID and the Ministry of Energy, is ready to address
your investment needs. For more information about the project, please contact Chief of Party Jake
Delphia, at jdelphia@deloitte.com, or USAID’s Senior Energy Infrastructure Advisor, Stikrii Bogut at
sbogut@usaid.gov.
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