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Background 

The emergence of a democratic, prosperous and independent Georgia is in the United States' 
long-term interest As a democracy with a market onented economy, which also serves as the 
gateway to the Caucasus Region, Georgia has the potential to become a major stabilizing force in 
the Caucasus region 

Georgia had been a modest producer of oil (an estimated 3,500 barrelslday in 1993) and natural 
gas (1 4 billion cubic feet per year), but production fell off over the last several years due to the 
decline of existmg fields and the lack of exploration and development of new fields In 1993, the 
Georgian economy consumed some 16,000 barrelslday of oil and 128 billion cubic feet of natural 
gas, most of which was imported The refinery at Baturni had significant production capacity 
(120,000 barrelslday capacity in 1993), but is now inoperative due to lack of feedstock and 
maintenance 

By the summer of 1996, the Country had begun to attract the interest of foreign investors in the 
exploration, refining and transportation sectors of the oil and gas industry Specifically, 
Saknavtobi (a state budgetary ent~ty) had entered into a number of production sharing 
agreements for exploration and production of oil and gas, two of which have now begun 
producing modest amounts of relatively high quality crude (3,500 bpd) Additionally, there are 
indications in one of the concession areas that there may be significant commercial quantities of 
very dry gas This is of particular significance in light of Georgia's continu~ng dependence on the 
importation of fuel oil to power electricity generation at Gardabani In the refining sector, certain 
arrangements were made with Saknavtobi for the importation of a small refinery, and preliminary 
studies are underway with GIOC for the development of an export refinery in Supsa to service 
northern Turkey and Armenia w th  refined products 

However, Georgia's importance in the region stems not from its own 011 resources but from its 
location as a potential oil transit corridor Through its boundaries and access to the Black Sea 
flow commerce and a d  to neighbonng Armenia and Azerbaijan If Georgia competes 
successfully for oil or gas pipelines to transit the country from the Caspian Sea basin, the 
strateg~c importance of the country as a transportation corndor will increase to the benefit of 
Georgia and the entire Caucasus Region 

The economic transition underway in Georgia requires that the energy sector move toward 
adoption of market onented systems required to support the broader economic transition USAID 
has been actively working in the power sector of Georgia, in conjunction with the World Bank, 
to foster economic restructuring of this key sector Beginning in 1995, the US Government's 
recognition of the important position of Georgia w th  regards to the transport of the oil produced 
from fields in the Caspian Sea region led to USAID providing short-term assistance to the 
Government of Georgia in the oil & gas sector 

Hagler Bailly 
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In October, 1995, the Azerbaijan International Operating Company (AIOC) decided to use two 
routes to export so-called "early' oil from Azerbaijan, which includes production of about 240- 
280 million barrels total until 201 0, with daily flows reaching about 90,000 barrels One route 
(the "Russian' or "northern") goes from Baku to Gromy to Tikhoretsk to the Black Sea 
(Novorossiysk or Tuapse) The other route (the "Georgian" or "western") goes from Baku to 
Akstafa to Sarngori (near Tbilisi) to Supsa on the Black Sea Its total length is about 550 miles of 
which about 250 miles goes through Georgia, a sea port terminal in Georgia is being built as 
well Total investment costs for this route were originally estimated at $265 million and now 
have soared to almost $600 mlllion 

Under the terms of the Production Sharing Agreement ("PSA") with the State Oil Company of 
the Azerbaijan Republic ("SOCAR), AIOC has agreed that the proposed development of Oil in 
the Caspian w11 be in two phases, a) the Early Oil phase, and b) a Full Field development phase 
It is a condition of the PSA that each phase will only occur upon completion of arrangements for 
the operation of export routes to transport the production to international markets These 
arrangements are now being made This puts Georgia at the center of contention for the Main 
Export Pipeline 

The planning phase for the MEP has begun Capital spending on the Full Field development 
export route w l l  be an estimated $2 billion The World Bank prov~ded Turkey with a $15 million 
loan to study the feasibility and impact of the MEP transiting that country (and by extension, 
Georgia), and President Shevardnadze has instructed GIOC to form a working group with 
Turkey and Azerbaijan to insure that Georgia's interests are served AIOC is now conducting a 
parallel study of the export route options for which Georgia's input is also being sought 

Hagler Bailly 
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TASK A: Restructuring The 0 1 1  & Gas Sector And Assisting In The 
Development Of Appropriate National Government Energy Policles 

The goal of this task was to restructure the Oil & Gas Sector of Georgia into separate production 
transportation, refining, and distribution enterprises and shape its operating environment through 
the development of appropriate national government energy policies 

Major Results 

Overall, results of this task included the delivery of a plan for restructuring the Oil & Gas Sector 
in a manner that will Improve the commercial provision of services 

The sector has, in fact, been disaggregated, 1 e , broken into constituent parts of exploration and 
product~on (Saknavtobi), refining (Baturni and the new refinery being built near Tbilisi), gas 
transportation and wholesale marketing (Saktransgazmretsvi), gas distribution (municipal 
governments and Interpak), petroleum product marketing (Saknavtoprodukti and a myriad of 
independent wholesalers and retailers) and international oil and gas transportation projects 
(GIGC and GIOC) Notably, liquid natural gas and petroleum product imports, exports and retad 
sales are free market activities The Government, however, still controls most of the enterpses 
(as they are Treasury Enterprises under the umbrella of the Ministry of Fuel & Energy), most of 
the enterprises have not been set up as joint stock companies, and the actual ownership of most 
of the physical assets over which these enterprises exert some form of control has not been 
transferred to them by the Government Recently, the Government has taken some small steps to 
privatize, via tenders and auctions, certain facilities and enterpnses, but this has been done in a 
very opaque manner and by no means signals that the Government is prepared to proceed with 
the large scale privatization of this sector In fact, the Government has stated that the sector is 
strategic and that it w11 not be pnvatized 

Dehverables Requlred by the Dellvery Order 

The contractually-requlred deliverables for this task include 

A bnef assessment of national government energy policies and the status of restructurtng 
in the Oil & Gas Sector 

Hagler Bailly 
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This deliverable was accomplished through the issuance of report ent~tled "An 
Assessment Of The Status Of Oil & Gas Sector Restructuring And Of Fuel Supply 
Subsector ReforrnRestructunng Efforts in Georgia " 

Through consultation wth  the GOG and existing Oil & Gas Sector entities a plan for 
moving the restructmng of the Oil & Gas Sector forward towards the ' unbundling' of 
the sector into separate production, refining, transportation, and d~stribution enterprises in 
a manner that w~ l l  improve the commercial provision of services 

Thls deliverable was accomplished through the issuance of "A Plan For The 
Restructuring and Privatization Of The Oil & Gas Sectors in Georgia " 

Provide technical assistance to help the GOG to implement the restructuring plan, 
including the development of modified or new national energy policies, in concert with 
the act~vities carried out under the other three tasks 

This deliverable was accomplished through the development of numerous working 
relationships between the consultant and vanous counter-parties in Georgia These 
counter-parties included Saknavtobi, Saktransgazmretsvi, the Georgian International Gas 
Company, the Mimstry of Env~ronment and the Ministry of Fuel and Energy, the 
Ministry of State Property Management, the Ministry of Natural Resources and 
Environment, and the Parliamentary Committees on Economic Sectors and on Economic 
Reform Hagler Bailly became the principal advisor to the Parliamentary Sub-Committee 
on Oil & Gas and, in that capacity, attempted to advise Parliament on the need for a more 
comprehensive Energy Policy 

Report on an assessment of national government energy policies relevant to the Oil & 
Gas Sector and its fuel supply subsector 

This deliverable was accomplished through the issuance of a report entitled "An 
Assessment Of The Status Of Oil & Gas Sector Restructuring And Of Fuel Supply 
Subsector Refonn/Restructmng Efforts in Georgia," and was also covered in the reports 
on "Opportunities for Pnvate Sector Investment in the Oil & Gas Industry of Georgia" 
and "A Plan For The Restructuring and Privatization Of The Oil & Gas Sectors in 
Georg~a " 

An environmental assessment per USAID Environmental Procedures (22 CFR 21 6) 

This deliverable was unnecessary due to the fact that no equipment was supplied to 
Georgia under this Delivery Order 

Hagler Ballly 
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Other Task Activltles 

Additional activities undertaken dunng this task are the following 

Prepared briefings for Congressional delegations, Senate delegations, and senior USG and 
USAID personnel who were on fact-finding tnps to the Caucasus 

Prepared onentation matenals for the new US Ambassador, the new DCM, and new USAID 
personnel on the Oil & Gas Sectors of Georgla 

Prepared a report on the activities of Gazprom for USAID and the Embassy 

Prepared draft letters for the Embassy on issues critical to the functioning of the oil & gas 
industry in Georgia, which text was used in communications with senior Georgian officials 
The objective of these communications was to encourage openness reorganization and 
reform in the sector 

Provided USAID with draft conditionalities for the supply of humanitarian gas 

Prepared an analysis for USAID of Georgia's over-dependence on imported gas 

Hagler Bailly 
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TASK B. LegaVRegulatory Reform through the development of legislation 
and regulations regarding the structure of the 0 1 1  & Gas sector 

Specific GoaWObjective 

The primary objective of this task was to develop the necessary legislation and regulations to 
allow (1) for the establishment of an open and transparent regime for the exploration and 
production of the Country's natural resources (11) for the definition of a national pollcy regarding 
the structure of the Oil & Gas sector and the approach to be taken relatlve to regulation and 
private sector participation, (111) for the separation of the policy respons~bil~ties of the 
government, the regulatory responsibilities of an independent body, and the commercial 
respons~bilities of the companies themselves, and (iv) for the creation of a fair and transparent 
framework that will allow public and private investors to become involved in the Oil & Gas 
sector and to assert management control over the companies in order to increase economic 
efficiency and foster competition 

Major Results 

The prlmary result of this task was the drafting of an international acceptable Petroleum Law 
Additionally intensive legal advice was given on all issues relating to policy and reform to 
Saknavtobl, Saktransgazmretsvi, the Georgian International Gas Company, the Ministry of 
Environment and the Ministry of Fuel and Energy, the Ministry of State Property Management, 
the Ministry of Natural Resources, and the Parliamentary Cornmlttees on Economic Sectors and 
Economic Reform Significant training was also provided (see Task E) 

As of the date of this wnting, The latest draft of the Petroleum Law, as prepared by the 
Parliamentary Committee on Economic Sectors still fails in two key areas a) it establishes 
Saknavtobi as the State Oil Company (thus failing to separate commercial and policy making 
functions), and b) it preserves the dual contracting/licensing regime which has stymied the 
Country's oil & gas sector development 

Other open legal issues are a) the transfer of the ownership of physical assets from the State to 
the State Enterpnses, b) the incorporation of those State Enterprises as Joint Stock Companies c) 
the separation of Government regulatory functions and ownership through completion of the 
privatization of those, as yet to be formed, JSC's, and d) the development of a transparent 
privatization regime 

Another and most urgent need in ensuring a healthier future for the industry is to establish a 
regulatory reglme to ensure that privatized entities behave in the interest of the public good and 

Hagler Badly 
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serve the Country's needs in cases of emergencies That regulatory regime must also ensure that 
the Government's role be focused on oversight of the activities bv legal means and not through 
ownership This is particularly true in the gas sector where there IS a need to develop an 
Independent Gas Regulatory Commission 

Deliverables Required by the Delivery Order 

The contractually-required deliverables for this task include 

A brief assessment of the legal and regulatory framework, including all government 
decrees, that guide the operation of the Oil & Gas Sector 

This deliverable was accomplished through the issuance of a report entitled "An 
Assessment Of The Current Legal And Regulatory Framework Of The Oil & Gas 
Industry In Georgia " The subject was also expanded upon in the report "Opportunities 
For Private Sector Investment in the Oil & Gas Sectors of Georgia " 

Through consultation with the GOG and existing Oil & Gas Sector entities, a plan for 
moving the regulatory and legal framework forwards toward the formal separation of 
policy, regulatory, and operational functions in a manner that will improve the 
commercial provision of services 

This deliverable was accomplished through the development of a Report entitled " 
Planning For The Commercial and Legal Future of The Oil & Gas Sectors Of Georgia " 

Technical assistance to help the GOG to implement the regulatory and legal reform plan, 
in concert with the activities carried out under the other three tasks, including technical 
assistance to complete the drafting and encourage passage of specific energy sector laws 
that support sector restructmng and commercial energy development while safeguarding 
the environment In particular, such legislation should provide for maximum possible 
pnvate participation in the energy sector and would include recognition and protection of 
prlvate property rights, creation of contracts between existing oil & gas enterprises (or 
successor companies) and their customers 

This deliverable was accomplished through the drafting of and ensuing discuss~ons about 
innumerable versions of a Petroleum Law, some drafted by Hagler Bailly, some drafted 
by vmous Georgian parties and critiqued by Hagler Bailly Hagler Bailly tried but failed 
to introduce specific language into the drafts that would have mandated the separation of 
the commercial and policy making activities of the Miustry of Fuel and Energy and 
Saknavtobi 

Report on the establishment, development and proposed organizational structure and 

Hagler Ballly 
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functions of an independent regulatory commission 

This deliverable was accomplished through the issuance of a report entitled ' A Proposed 
Structure For An Independent Gas Regulatory Commission For Georgia And Suggested 
Tariff Setting Procedures " This report was translated and given to the Parliamentary 
Committee on Economic Sectors, which had heretofore sponsored the legislation 
establishing the Electricity Commission It is expected that this report will eventually 
serve as the basis for establishment of a gas commission, whether separate from or part of 
the current Electricity Commission, is still to be determined 

Report on proposed tariff methodology 

This deliverable was accomplished through the issuance of a report entitled "A Proposed 
Structure For An Independent Gas Regulatory Commission For Georgia And Suggested 
Tariff Setting Procedures " See preceding comments, above, re the establishment of an 
independent gas regulatory commission 

A recommended overall Restructuring Implementat~on Plan, including the linkages with 
other Tasks of this Delivery Order (in conjunction with Task A) 

This deliverable was accomplished through the issuance of "A Plan For The 
Restructurmg and Privatization of The Oil & Gas Industry in Georgia" - see Task A 
Also, please see "Planning For The Commercial and Legal Future of The Oil & Gas 
Sectors Of Georgia " 

A procurement list presenting limited critical commodities (e g , equipment) that improve 
the performance of an Independent Oil & Gas Regulatory Commission 

This deliverable was rendered moot since a Commission was not established during the 
period of this Delivery Order 

An environmental assessment per USAID Environmental Procedures (22 CFR 21 6 )  

This deliverable was unnecessary as no equipment was supplied pursuant to this delivery 
order 

Other Task Activit~es 

Hagler Badly 
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Several additional activities were undertaken as part of this project 

1 Reviewed a proposed Law on Production Sharing at the request of the Georgian Oil 
Company (Saknavtobi) 

2 Consulted with the GOG, Parliament and existing 011 & gas sector entities with the aim of 
developing a plan for moving the regulatory and legal framework forwards toward the 
formal separation of policy, regulatory, and operational functions in a manner that will 
improve the commercial provision of services 

3 Worked on an operational plan (including a transition period) for establishing a unified 
regulatory/legal strategy for accelerating restmctunng as it relates to separation of policy, 
regulation and operations in the oil & gas sector In this connection, discussions have 
been were held between the implementer and the UK and EU Missions to Georgia 

4 Worked with the Ministries of Fuel and Energy and Environment on resolving Issues 
raised m the preparation of an Oil & Gas Law Hagler Bailly liaised w t h  the Ministry of 
Fuel and Energy, the Industry Committee, and the Economic Reform and Policy 
Committee This cooperation was close and frequent Hagler Bailly not only assisted in 
drafting the Law but also explained in detail the workings of the new Law Further, the 
Working Group discussed the laws, regulations, procedures, forms of contracts, etc , used 
in other countries to explore and exploit oil and gas resources In short, Hagler Badly did 
everything it could to familiarize the joint committees and the Ministry of Fuel and 
Energy with international industry practice, and to achieve the desired level of comfort 
they needed to analyze and digest that information 

5 Worked with the Ministry of Fuel and Energy, the Ministry of Environment and the 
Parliament on the development of a Pipeline Law Hagler Bailly prepared a plan of action 
for coordination of activities of the Working Group and Parliament, and provided 
Parliament w t h  a written opinion stating the reasons why a Pipeline Law was necessary 
Thereafter Hagler Badly prepared an outline of a proposed Pipeline Law showing the 
principal sections and heads of articles Then, Hagler Bailly submitted a draft Law based 
on this outlme Throughout t h s  process Hagler Bailly consulted with the Working Group, 
at frequent intervals to discuss and explain the intricacies of the proposed Law 
Ultimately Parliament decided to defer consideration of a pipelme law due to opposition 
by AIOC 

Hagler Badly 
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TASK C: Commercializing The 0 1 1  & Gas Sector 

The primary objective of this task was to strengthen the operation of these new Oil & Gas sector 
companies by introducing sound western commercial business practices as well as by mandating 
the adoption of open and transparent accounting systems 

Major Results 

The major impact of this project was to advance the state of knowledge regarding financial 
reporting and the introduction of International Accounting Standards (IAS) Under the aegls of 
Hagler Bailly, Carana completed a comprehensive review of Georgian accounting practices and 
developed a chart of account and an accounting manual for each of the major enterprises found in 
the oil & gas sector These charts of account, when implemented, wdl permit the enterprises to 
provide financial reports in accordance w th  IAS while simultaneously meeting local tax 
reporting requirements 

Other activities under this task were varied and included reviewing current accounting standards 
in Oil & Gas Sector, recommending new accounting standards, reviewing current financial 
management practices and recommending appropriate financial management organization and 
procedures Additionally, assistance was provided on corporate governance, and seminars were 
held dealing wlth oil & gas accounting 

Commercialization demands a drastic change in the management culture of the state enterprises, 
it therefore demands extensive re-training and sweeping changes of personnel What is required 
is that fbrther assistance be directed to achieve the following 

The immediate introduction of accounting, budgeting, costing, and credit and billing 
systems 
The simultaneous identification and training of qualified agents for change within 
each organization and the wholesale replacement of those persons wthin the 
organization who fail to adapt 
The corporatization of the oil and gas enterprises and the immediate devolution of 
government ownership and control in favor of new management, outside investors, 
the remaimng employees and the public 
The abolition of Saknavtoproducti through the sale of its assets to the private sector 

Hagler Bailly 



NIS ENERGY INSTITUTIONAL BASED SERVICES . 11 

Deliverables Required by the Dellvery Order 

The contractually-required deliverables for this task included 

A brief assessment of the status of the commercialization including corporatizat~on of 
the production, refining, transportation, and distribution enterprises in the Oil & Gas 
Sector 

This deliverable was accomplished through the issuance of a "A Brief Assessment of the 
Status of Commercialization in the Oil & Gas Industry in Georgia " 

Through consultation with the GOG and existing Oil & Gas Sector entities, a plan for 
strengthening the commercial operation of all of the entities, with special emphasis on 
strengthening the cash flow through the entire Oil & Gas Sector The plan shall include 
corporatizing the entities to improve the commercial provision of services and prepare for 
private sector participation (1 e w th  suitable charters, boards of directors, management 
control, and open accounts) 

This deliverable was accomplished through the issuance of "Planning For The 
Commercial And Legal Future of The Oil & Gas Sectors Of Georgia " 

Technical assistance to help the GOG to implement selected elements of the 
commercialization plan, in concert with the activities carried out under the other three 
tasks, including 

A) TA, long-term advisors, training, and limited commodities to develop and implement modern 
accounting and management information systems 

This deliverable was accomplished through the presence, as resident advisor, of Mr 
Thomas J Shenvood who worked wth  the Georgian enterprises to develop 
commercial practices Also, the contractor conducted a series of training seminars 
and workshops (see Task E) 

B) The development of standard contracts for oil & gas product purchases, sales, etc 

This deliverable was accomplished through the delivery to the Georgians of model 
contracts 

An environmental assessment per USAID Environmental Procedures (22 CFR 21 6)  

Hagler Badly 
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This deliverable was not necessary as no equipment was supplied pursuant to this 
Del~very Order 

A procurement l ~ s t  presenting limited cntical commodities (e g , equipment) that improve 
the performance of Oil & Gas Sector entities (for Tasks B and C only) 

This deliverable was not necessary as no equipment was supplied pursuant to this 
Del~very Order 

Other Task Act~vities 

Addit~onal activities were undertaken during this task They were 

Prepared and presented break-even analyses for Saknavtobi, demonstrating the methodolgy 
used for determining the take of the State and the take of the developer in a typical 
Production Shar~ng Contract 

Hagler Ba~lly 
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TASK D. Privatization/Private Sector Participation: to Improve economic 
efficiency within the Oil & Gas sector by transferring asset ownership and 
management to the private sector 

Specific GoaYObjectlve 

The objective of this task was to improve economlc efficiency within the Oil & Gas sector by 
transfemng asset ownership and management to the pnvate sector in ways that raise badly- 
needed capital investment and by introducing competition through the entry of private sector Oil 
& Gas developers 

Major Results 

The impact of this task was to inculcate the need for further privatization into the vmous bodies 
with which the contractor dealt, particularly the Ministry of State Property Management Yet the 
Government remains ambivalent about its privatization plans, even though it has effectively 
"unbundled" the sector As recently as May, 1998, the Government went on record that ~t would 
not, in the foreseeable future, privatize any of the oil and gas enterprises 

Government policy is further muddled by the fact that there is no coherent energy policy (though 
many drafts have been provided to the government of energy policies over the years) and the 
pnvatlzation policy as articulated is no more than a plan for the retention of assets Any down- 
turn in the world economy will surely reduce the Government's chances of receiving a 
reasonable price for its assets 

The current process of pnvatlzation appears to be cumbersome and disjointed, and subject to 
reversals This does not foster investor confidence, as Hagler Bailly repeated advised the 
Government The Government must have the will to carry out the privatization according to a set 
policy and with steadfastness If not, the influence of special interests will grow and w11 derail 
the process 

Del~verables Requ~red by the Delivery Order 

The contractually-specified deliverables for t h s  task include 

rn A brief assessment of the status of the privatization and private sector participation in the 
production, refining, transportation, and distribution enterprises of the Oil & Gas Sector 

Hagler Bailly 
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This deliverable was accomplished through the issuance of a Report entitled 
"Opportunities For Private Participation In The Oil & Gas Sectors Of Georgia " 

Hagler Bailly 

Through consultation with the GOG and existing Oil & Gas Sector entities a plan for 
increasing private sector participation and private investment in the sector mith special 
attention to increasing the economic efficiency of enterprises through private 
management and the introduction of competition through the creation of new private 
ventures 

This deliverable was accomplished through the issuance of a report entitled 
"Privatization Policy Guidelines For The Oil And Gas Sector Of Georgia " 

Technical assistance to help the GOG to implement selected elements of the privatization 
plan, in concert with the activities carried out under the other three tasks, including 

This deliverable was accomplished through the provision of the services of Mr Paul 
Teleki who worked extensively with the Ministry of State Property Management on the 
development of the aforementioned report 

TA for reviewing and evaluating the many proposals for oil & gas projects received by 
the GOG and on-the-job trainlng to allow the GOG and its oil & gas enterprises to 
develop the capability to review such proposals on their own in the -future 

AID, in conjunction with US Embassy policy, decided that it was best that the contractor 
avoid all transactional related assistance This assistance was instead incorporated into the 
more generalized tramng agenda (see Task E) under which specific workshops were held 
wherein hypothetical examples were worked upon 

technical assistance for developing pre-loan packages for new private oil & gas 
investment projects and/or developing concessions or project proposals that would be 
used to solicit bids from the private sector 

This assistance was incorporated into the more generalized training (see Task E) under 
which specific workshops were held wherem hypothetical examples were worked upon 

TA to promote the privatization of existing assets 

This deliverable was accomplished through the issuance of Mr Teleh's report and his 
work with the Ministry of State Property Management 

TA to assist in the valuation of assets, if required, and the adoptlon of an auction method 
open to both foreign and domestic investors to privatize existing facilities 
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The Ministry of State Property Management declined assistance bevond the preparation 
of the plan prepared by Mr Teleki 

An environmental assessment per USAID Environmental Procedures (22 CFR 2 16) 

This deliverable was not necessary as no equipment was supplied pursuit to DO 16 

Other Task Actlvitles 

Several additional activities were undertaken as part of this task 

b Hagler Bsully provided various of the State Enterprises with model contracts 

b Hagler Bailly reviewed vmous corporate charters and bylaws proposed for state energy 
enterprises 

Hagler Bailly 
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Task E - Training/Study Tours in International 011 & Gas Practices 

Specific GoaYObjective 

The pnmary objective of this task was to improve the knowledge base of government and 
enterprise officials and thereby support the reform of the oil & gas sector and the negotiation of 
agreements for the development of oil & gas pipelines and for the development of domestic oil & 
gas resources 

Major Results 

The most important element of this task was to conduct an assessment of the training needs of 
the Georgian Oil & Gas Enterprises, and to hold a series of seminars (seven in number) aimed at 
improving the knowledge base of management in the sector 

Dellverables Required by the Delrvery Order 

The contractually-specified deliverables for this task include 

Prepare a needs assessment, not to exceed twenty pages in length, of the oil & gas enterprises 
and government bodies involved in the legal, regulatory and commercial reform of the 
sector, with special emphasis on the teams involved in negotiating the Main Oil Export 
Pipeline and the Russia-Turkey Gas Pipeline projects Through consultations w~th  the GOG, 
the World Bank, and other donors, develop a coordinated training/study tour program based 
on the needs assessment, with prionty attention to the needs of the negotiating teams 

This deliverable was accomplished through the issuance of "A Needs Assessment Of The 
Training Requirements Of The Oil & Gas Sector Of Georg~a" and subsequent meetings 
between the contractor and the World Bank, EBRD, GIOC, GIGC and the Ministries of Fuel 
& Energy and Natural Resources & Environment 

Traimng subjects should include topics such as the following 

1 pipeline transport economics, 
2 international contract negotiation skills, 
3 environmental impact assessment, 
4 legal principles of trans-country pipeline construction and operation, 
5 principles of oil & gas accounting, general accounting, and auditing, 

Hagler Ba~lly 
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6 project financing, and 
7 oil & gas admirmtrative law 

Th~s  deliverable was accomplished through the conduct of all seven of the above 
seminars, usually of four days duration each 

Provide technical ass~stance to help the GOG to implement the training program in 
concert w~th  the activities carned out under the other four tasks 

This deliverable was accomplished through the multitude of meetings which were held 
with all the SOE's Ministries and parliamentary committees 

Other Task Actlv~t~es 

None The task commenced in March 1998, and was limited in scope 
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Summary 

Overall, t h s  delivery order attempted to contnbute to the state of reform in the energy sector 
Hagler Bailly's assistance in the oil & gas sectors was predicated on and driven by US support 
for the development of an East-West Energy Corridor The US has consistently and firmly 
endorsed the Baku-Ceyhan route through Georgia as one of the multiple export routes that wlll 
bring Caspian energy resources to the world markets and Hagler Badly played a vital role in 
Georgia in this regard 

It was the objective of this delivery order to support and enhance the sovereignty, stability and 
independence of Georgia This independence, however, was and still is being undermined by 
certain practices in the energy sector of Georgia, which if uncorrected, threaten the viability of 
Georgia as an independent country Hagler Bailly s role has been that of an advisor, and, as such, 
it cannot force change We wish, therefore, to draw the reader's attention to the situation as we 
see it as of the end of this contract penod (9130198) 

Georgian mentality about cheap energy acquired during the Soviet era, devoid of concepts of 
supply, demand and markets still rules even though supplies of primary energy have been 
interrupted for non-payment The demand for fuel (manly gas) for electricity generation cannot 
be met as the State and its enterprises are unable to pay (though not necessarily always for lack 
of available funds) and barter deals with neighboring countries are now rejected State 
Enterprises, operating as departments of r'ne Ministry of Fuel &Energy, act as market 
regulators in collusion with their own commercial interests Conservation is an unpracticed 
concept Consumers manage to consume electric power, however sporadically provided, often 
without paying for it, leaving the power generation companies without means Employees of 
State enterprises are seldom paid Domestic reserves of gas remain undeveloped because the 
interest of the State (the people) has been suborned by the pnvate interests of government 
officials The infrastructure ranges from antiquated to defunct Working facilities, such as natural 
gas pipeline, operate with technical losses of 22% (when gas m v e s  at all) Probably not more 
than 10% of all petroleum product imports are taxed 

Agamst this background, the Government announced its plans for the future of the oil and gas 
industry Presidentlal Decree 776 (Dec 29, 1997), "General Privatization Plan for Separate 
Branches of the Georgian Natlonal Economy (1998 - 2000)" states that the govement  intends 
to hold unto this sector, likely for fear of losing control and income Finally, Presidential Decree 
277, which Hagler Bailly has lobbied against, permits the Minister of Fuel and Energy to 
unilaterally abrogate any contract entered into by the State 

All of the foregoing deficiencies work against Georgia's viability as an independent country and 
mandate further technical assistance to the energy sector of Georgia The consequences of failing 
to reform the sector will be an increased reliance on the importation of Russian gas, the 

Hagler Bailly 
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subordination of the gas dlstnbution and electncal generation sectors to Gazprom (as in 
Armenia), and the concomitant loss of economic and then political sovereignty 

The Future 

There are two recommendations that Hagler Bailly would make at this juncture The first pertains 
to the method for accelerating the pace of reform in the sector, the second pertains to the 
development of Georgia's capacity to serve as the linchpin in the East-West Energy Corndor 

Acceleratmg Reform 

We would argue that meaningful reform in the Oil & Gas Sector of Georgia will only occur 
when foreign assistance and multilateral lending mstitutions make mandatory as a condition 
precedent to the provision of further assistance or loans, the immediate adoption of western 
accounting and management reporting systems, and, using that handle, force commercial 
discipline upon the system 

We believe that the World Bank, the European Bank for Reconstruction and Development, the 
various international donor agencies, all are in an excellent position to make and enforce 
meaningful conditionalities prlor to the provrszon of loans or technical assistance Specifically, 
all external fund and assistance providers should require that these SOE's adopt basic accounting 
and budgeting regimes 

Without these management systems, all further discussion of commerc~alization or privatization 
is meaningless, all further provision of technical assistance is of dubious value, loans will not be 
repaid, and a culture of dependency will be created which will jeopardize the establishment of a 
market economy m Georgia 

The East-West Energy Corr~dor 

The unfinished work in Georgia, is, by definition, drlven by the US policy for the support of the 
East-West Energy This process is driven by the increasing need to meet the challenges posed by 
developments in the Caspian as a whole and Georgia's ability to cope with those challenges 

As articulated by Jan Kalicki, US support for pipeline routes is predicated on a positive answer to 
each of the following four questions 

1 Does the proposal promote the independence, sovereignty, and prosperity of the Caspian 
states as well as their democratic and free market development? 

2 Does the proposal promote regional cooperation and conflict resolution? 

Hagler Bailly 
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3 Does it increase and diversify the sources of world energy at a time when global energy 
demand is reaching unprecedented levels? 

4 Does it support the commercial pursuits of U S companies which are some of the most 
advanced technologically and environmentally in the world7 

In every case, Georgia is the one country for which the answer is resoundingly "yes " Moreover, 
Georgia is one country through which USAID can work to promote these goals Yet this will not 
be an easy task 

The challenges for Georgia loom large The construction of a pipeline, particularly a large scale 
oil or gas pipeline crossing multiple boundaries, is a complicated process with many potential 
points at which the process could breakdown there is the negotiation to aggregate volumes 
among shippers, as well as negotiations with the potential transit states over route selection, the 
creation of an ownership structure involving the companies and transit states, the acquisition of 
financing, the lining up of rights-of-way, and many other steps that need to be accomplished 
before construction can begin The challenge for Georgia will be to comprehend and react 
positively, and not to miscalculate (as did the Turks in the Early Oil Pipeline negotiations) 

Simultaneously, the back drop to the challenges in Georgia is the fact that the East-West Energy 
Corridor strategy is under pressure from the oil companies which increasingly are looking for 
alternative shipping routes as oil volumes increase and prices fall Georgia soon will be unable to 
handle any more crude shipments across its territory, yet the Country's policy making body (the 
President's Commission on Oil & Gas) is incapable of dealing with this problem Hence, Iran 
will increasingly feature prominently as a solution for the oil companies 

Georgia is actively engaged in discussions with several countries and has recently sent 
representatives to Turkmen~stan and Kazakstan to assess the opportunities for the further 
development of Georgia as a transit country Georgia is the choke point on the East-West Energy 
Corndor, and its infrastructure is inadequate, as are its laws and level of expertise needed to meet 
the challenges and opportunities with which it is being confronted Yet Georgia is the common 
factor in all the compan~es'and countries' respective equations on how to move oil - at least for 
the moment, and Georgia is also the one country in the region to which USAID assistance can be 
readily provided 

The recommendation then, is to provide assistance to the MEP Committee (otherwise known as 
the President's Commission on Oil & Gas) to deal, not just w t h  AIOC, but with the development 
of an East West Energy Comdor strategy in a Caspian wide context This assistance would be 
designed to encourage the Georgians to engage the Kazaks Turkmenis Azeris and Turks on oil 
and gas transport issues 

Hagler Bailly 
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Specifically, Georgia would be helped to develop 

Possible routes for transportation of Caspian Oil 
Investment information and economic analyses concerning those routes 
Tariff mechanisms for the translt of oil and gas 
International legal regulations for the construction and operation of export pipelines 
Guarantees necessary to provide for the secur~ty of pipellne operations 
Expertise on coping with environmental disasters 
Information on the expected volumes and timing of the flow of oil through Georgia from 
third countries 

This is the task begun in December of 1995, it is this task that is as yet unfinished The assistance 
being proposed is consistent with the US policy objectives in the region, and is a logical 
extension of Hagler Bailly's earlier work in Georgia 

Hagler Bailly 
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Task 

Task A 
Restruetur~ng 

Exhibit 1 
Summary of Quarterly Del~verables and Events 

Assoc~ated with Project Tasks 

Quarterly Events 

14/97 3Ql98 Consulted with the GOG 
Parltament and extsting oil & gas sector entitle: 
with the aim of developtng a plan for moving tht 
restructurtng of the otl & gas sector forward 
towards the unbundltng of the sector mtc 
separate production refining transportatton anc 
dtstrtbutton enterprtses 

Secured an Instructton from Prestdent 
Shevardnadze dtrectlng the Min~stry of Fuel & 
Energy to cooperate wtth the newly formed 
Parltamentaly Subcommtttee on 011 & Gas and 
rnformtng the M~ntstry of the role that Hagler 
Bailly Consulting ( HBC ) wtll have w ~ t h  respecl 
to the Subcommittee s acttvrttes 

Negottated and obtatned the commitment of tht 
Mintster of Fuel & Energy to seek passage of a 
Petroleum Law 

HBC appointed as Parlramentary agent for 011 & 
Gas Sector Reform 

Quarterly Deltverables/Outputs 

Workplan Submitted to USAID March 17 1997 

Assessment Of The Status Of 011 & Gas Sector 
Restructurmg 
Start Date March 3 1997 
F~nish Date April 30 1997 
Report Submttted May IS 1997 

Assessment Of Fuel Supply Subsector 
ReformlRestructurtng Efforts 
Start Date March 3 1997 
Ftnish Date Aprtl 30 1997 
Report Submttted May IS 1997 

011 & Gas Sector Transition Analysts Policy 
Recommendat~ons And Ongoing Consultatton Tc 
The Government Of Georgia 
Start Date May 16 1997 
Frntsh date September 30 1998 
Progress Reports weekly throughout the pertod 

A Plan For the Restructurmg of the 011 & Gas 
Sectors of Georgla 

Start Date January 1 1998 
Fintsh Date May 30 1998 
Deltvery Date August 1998 

Quarterly and Monthly ?tatus Reports 

9 Fmal Draft Report September 1998 

9 Ftnal Report October 26 1998 

Other Highlights 

Term Worked wtth the Mintstry of I uel & Inergy and w~tl. 
the Georgtan lnternltional Gas Company ( GIGC ) tc 
respectively transfer the commerciil luncttons oi 
Saktransgazmretsvt (a department of the M~ntstry) to GIGC 
(establtshed as a corporatton under the aegls of the M~ntstry o 
State Property Management) These were the ftrst stgnifrcan 
assets to be transferred out from under the control of thc 
Mtntstry of Fuel and bnergy 

Worked wrth the Mtnistry of rue1 & Fnergy and wtth tht 
Parltamentary Subcommrttee on Or1 & Gas (to which I lBC w?! 
an tntegral assistance provider and of whtch I1RC wis i 

member) revtewtng drafts of proposed Petroleum legislatton 

Matntalned a dialogue w ~ t h  the 011 Workers lJn~on of C~eorgti 
to assess their needs and determine how they could pliy a roll 
in the restructuring of the Oil & Gas q e ~ t o r  In Georgi I 

Hagler Badly 



NIS Energy Institutional Based Services Georgia Delivery Order No 16 b 23 I 

Exhrblt 2 
Summary of Quarterly Dellverables and Events 

I 

Associated wlth Project Tasks 

Task 

Task B 
Legal & Regulatory Reform 

Quarterly Events 

14/97 34/97 Revlewed the proposed Law on 
Productron Sharrng alt the request of the Georgran 
Or1 Company (Saknavtob~) 

Consulted wrth the GOG Parlrament and eustlng 
or1 & gas sector entlt es wrth the a m  of developing 
a plan for mown b the regulatory and legal 
framework forwards toward the formal separatron 
of polrcy regulatory and operational functrons rn a 
manner that wlll Improve the commercral provrsron 
of s e ~ r c e s  

Prepared an operat~onal plan (mcludrng a transrtton 
perrod) for establrshrng a unrfied regulatoryllegal 
strategy for acceleratrng restructurrng as rt relates 
to separation of polrcy regulation and operatrons in 
the 011 & gas sector In thrs connectron drscusslons 
were held between the unplementer and the UK 
and EU Mlssrons to Georgla 

Researched a surtable Georgran structure and 
approprrate legrslat~on for an lndependent Gas 
Regulatory Commlsslon 

' 

Researched the development of a petroleum law 
dratt and methods by whrch to achteve passage of 
the leglslatlon 

4Ql97 14/98 Continued work on the drat7 
Petroleum Law submrttedHBC s final draft to the 
Work~ng Commrttee and contrnued to provrdc 
adv~ce to the Mrnrstry of Fuel & Energy and thr 
Mlnrstry of Environment on the Issues that have 
now been rarsed regardrng whrch Mrnrstry wlll 
become the Competent Author~ty and why 11 I: 

necessary to end the double regrme of contractlnE 
and llcenslng 

Quarterly Del~ver~bles/Outputs 

Workplan Submrtted to USAlD March 17 1997 

24/97 Assessment Of Current Legal And Regulatory 
Framework Of The 011 & Gas Sector 
Start Date March 3 1997 
Flnrsh Date Aprrl 30 1997 
Report Submrtted May 15 1997 

Preparatron Of An Operatronal Plan (Includrng A Transttror 
Perlod) For Establlshmg A Unrfied RegulatorylLegal Strateg) 
For Acceleratrng Restructuring As It Relates To Separation 0 
Pol~cy Regulatron And Operatrons In The Or1 & Gas Sector 
Start Date March 3 1997 
Frnrsh Date July 3 1 1998 
Report Submrtted August I s  1998 

Development Of A Petroleum Law DraR And Partlclpatron Ir 
The Process Of MlnlstrylParllament Revlew/Frnallzatron 
Ftart Date March 3 1997 
Frnrsh Date September 30 1998 
Draft Petroleum Law Submrtted to Parlrament October 1 1998 

Development Of A Proposed Structure Of An lndependent Oar 
Regulatory Commrssron lncludrng Scope Of Oversrght 
Functrons And Resoonsrbrlltres Or~anrzatronal Structure 
Artrculatlon Of Key ' Polrctes lncludl& Rules For Marke 
Operattons Recommended Accountrng Practices Anc 
Operatronal Budgets 
Start Date March 3 1997 
Flnrsh Date August 3 1 1997 
Report Fubmrttal Feptember 15 1997 

Development Of A Law Establlshmg An lndependent Gar 
Regulatory Commlssron DraR And Partlctpat~on In Phe Procesa 
Of M~n~strylParlrament RevrewIT~nalrzat~on 
Start Date March 3 1997 
Frnrsh Date Tolled 

Other lllghl~ghts 1 
2Q97 2Q98 We convrnced the Georglws that 
the proposed 1 aw on Production Sharmg should 
be scrapped and instead tncorpor~ted unto a 
broader Petroleum I aw 

We translated the law 01 0 1 1  & (las drafted by 
the Georgran Or1 Company Saknavtob~ 
together wlth the Parlramentiry Commlss~ron on 
Natural Resources We preparcd commcnts on 
sard draft showmg rts deflcrcncres 

Completed a draft Petroleum I aw ind submlttcd 
rt to the Mlnrstry of Fuel & I ncrgy I 
Presented a week long semrnar III Phlllsr on 011 
& Gas contractrng and rnternatronal pel oleum 
law reglmens whrch was well attendc and ti recerved by employees of  Faknavtobr 
Saktransgazmretsvr the Mtnlstry of Fuel & 
Energy qnd the Mln~stry ol Fnvlronment 

3498  The enttre driltrng process for the 
petroleum law was thrown Into dlsirray The 
Georgians are now lnsrstrng on rcdraft~ng the 
law yet agaln to accommodite the advrce 
rendered by the Uk Know How Fund advrsor 
(who was p a d  for by a conirncrcral enterprise 
already engaged In the sector) Thus the draft of 
the law whlch was to have been presented to 
P-wlramcnt prror to the end of the Sprmg Sessron 
has been delayed 1111 the l all Moreover there IS 

no assurance that the draft when presented wrll 
look anythlng l ~ k e  an icccptable rnternatronal 
versron of a petroleum Iiw I lnally ~t should bc 
noted that the Georgrans ire now In vlol-ltlon of 
the World Bank condrt~ondl~tre~ lor the \ACII 
credlt 111 so far as they hwc Rrled to h a v ~  3 
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Task Quarterly Events I 
Conferred w~th TACIS consultants who are 
contlnu~ng the~r work In support of the European 
Un~on s a ~ d  program to the Mlnistry of Fuel & 
Energy and d~scussed at length the draft verslons 
of the Petroleum Law 

Contlnued consultat~ons with the GOG Parl~ament 
and exlstlng 011 & gas sector entities w ~ t h  the aim 
of developmg a plan for movlng the regulatory and 
legal framework forwards toward the formal 
separatlon of pol~cy regulatory and operat~onal 
funct~ons In a manner that w~l l  Improve the 
commerc~al provlslon of gas servlces 

Conferred w~th W T Onorato C h ~ e f  Energy 
Counsel for the World Bank whlch 1s also 
interested In oil and gas leg~slat~on In Georg~a 
Have agreed to keep hlm Informed as to the 
progress of our effort Mr Onorato w~l l  also v ~ s ~ t  
the team In Tbtlls~ in October 

Contlnued the preparatton of an operatronal plan 
(rncludmg a transltlon penod) for establ~sh~ng a 
un~fied regulatoryllegal strategy for accelerating 
restructurmg as ~t relates to separatlon of policy 
regulat~on and operations In the oil & gas sector In 
th~s connection d~scuss~ons are continuing 
between the implementer and the UK and EU 
Mrssions to Georgia 

Continued research into the development of a 
petroleum law draft and methods by wh~ch to 
ach~eve passage of the leg~slat~on 

Contlnued research into a su~table Georg~anl 
structure and appropriate legislation for an 
Independent Gas Regulatory Commlss~on 

2Ql98 3Ql98 Contmued our work with the 
Mmstries of Fuel and Energy and Env~ronment on 
resolvmg issues rased In the preparation of an 011 
& Gas Law 

Quarterly Delwerables/Outputs 
Delayed outs~de term ot Contract 

In Country WorLshops/Trainmg Semmars On Rules Tarifl 
Methodolog~es Processes And Procedures Of An lndependenl 
Gas Regulatory Commiss~on 
Start Date July 1 1997 
Fmsh Date September 30 1998 
Subject Matter changed See Task E 

Regulatory Study Tour To The Un~ted States 
Tentatwe Start Date Fall 1997 
Tentatwe Complet~on Date Fall 1997 
lndefin~tely Delayed No Law on Establishmg A Commlss~on 

Preparation Of Tariff Methodology 
Stan Date July 1 1997 
Fmsh Date September 1 1997 
Report Subm~ttal September 15 1997 

Monthly Reports and Quarterly Reports 

Other Reports As May Be Requ~red By USAID From Tlme Tc 
T m e  Weekly Status Reports 

Draft Task Report September 1998 

Fmal Report October 26 1998 

Other Highlights 
verslon of  the petroleum h w  before Parhamen) 
In the requisite tlme frame 

It IS the opmon ot HaglerBwlly that the Issue 1s 
now a polit~cal one and that for an 
~nternattonally acceptable verslon of a petroleun 
law to surface 11 w ~ l l  t ~ h e  mtercesslon by the 
World Bank and perhaps the tying 01 an 
acceptable version s adoption to the provlslon o 
future human~tar~an tuel supplics No othe~ 
solut~on appears teas~ble at t h ~ s  tlme 

Hagler Badly 
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Quarterly Events I 
Worked w~th the Minrstry of Fuel and Energy the 
M~nistry of Environment and the Parliament on the 
development of a P ~ p e l ~ n e  Law 

Quarterly Del~verables/Outputs Other t l ~ g h l ~ g l ~ t s  

Hagler Badly 



NIS Energy Institutional Based Services Georgia Delivery Order No 16 b 26 

E x h ~ b ~ t  3 
Summary of Quarterly Dellverables and Events 

Associated w ~ t h  Project Tasks 

Task 

Task C 
Commerc~al~zat~on 

Quarterly Events Quarterly Del~verables/Outputs 

Workplan was submitted to USAID on March 31 1997 

Assessment Of The Status Of Commerc~ahzat~on In 
The 011 & Gas Sector 
Start Date May 16 1997 
Flnlsh Date August 15 1997 
Report Submitted August 3 1 1997 

Provtde On Comg Techn~cal Assistance FOI 
lntroducmg Modern Management Informatlor 
Systems Busmess Plans And Sample Contracts FOI 
Assistlng In Commerc~al~zat~on lmplementat~on 
Start Date September 1 1997 
Fmsh date September 30 1998 
Progress Reports weekly throughout perlod 

ldentltlcat~on Of Requ~red Equipment For Asslstancf 
In Commerc~ahzat~on lmplementat~on 
Start Date September 1 1997 
Fmsh Date September 30 1998 
Preparation ofjustlficatlon documents As requlred 

On Comg Advlse To The COG On lmplement~ng Tht 
Commerc~al~zat~on Plan 
Start Date September 1 1997 
Flnlsh Date September 30 1998 
Progress Reports every three months throughou 
perlod 

Quarterly and Monthly Status Reports 
Other Reports As May Be Requlred By USAID From 
Tlme To Tlme 

Fmal Draft Report September 1998 

Fmal Report October 26 1998 

Other H~ghhghts  

Hagler Badly 
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Exhrb~t 4 
Summary of Quarterly Delwerables and Events 

Associated w ~ t h  Project Tasks 

Task 

Task D 
Prwattzat~on 

Quarterly Events 

24/97 None Task commences ~n September 1997 

3Q/97 Began an Assessment of the Opportuntt~es For ' 
Prtvate Sector Part~c~pat~on In The 0 1 1  & Gas Sectors of 
Georgra 

44/97 Completed an Assessment of the Opportun~t~es 
For Pr~vate Sector Partmpat~on In The 011 & Gas Sectors 
of Georg~a 1 
1Q198 Continued our research mto and revlew of the 
Pr~vat~zat~on Process wh~ch revrew wrll be presented In 
the form of a recommended blueprmt for the Mm~stry of 
State Property Management for the transfer of control 
over the 011 & gas companles to prlvate hands 

2Q/98 Dellvery of Pr~vatizat~on Pol~cy Gu~del~ne  for 
the 011 & Gas Sector of Georg~a I 
Completed our research rnto and revlew of the 
Pr~vat~zat~on Process wh~ch revlew was presented to 
USAlD and upon the~r  approval w ~ l l  be presented In the 
form recommended blueprrnt for the M~nrstry of State 
Property Management for the transfer of control over the 
011 and gas companles to prlvate hands 

Quarterly Delrverables/O~rtputs 

Workplan was submrtted to USAlD on March 3 1 199 

An Assessment Of P o s s ~ b ~ l ~ t ~ e s  Tor Evpand~ng Pr~val 
Part~c~pat~on In The 011 & Gas Sector 
Start Date September 1 1997 
Frntsh Date October 3 1 1997 
Report Subm~tted November 15 1997 

011 & Gas Sector Prlvat~zat~on Pol~c  
Recommendat~ons And Ongomg Consultat~on To TI 
Government Of Georg~a 
'Start Date November 16 1997 
Fmish date September 30 1998 
Progress Reports weekly throughout per~od 

Quarterly and Monthly Status Reports 

Other Reports As May Be Requ~red By USAID Fro1 
T ~ m e  To T ~ m e  

Fmal Draft Report September 1998 

Fmal Report October 26 1998 

Other I l ~ g h l ~ g h t s  

49/97 Pursuant to the v ~ s ~ t  of Mr Rem 
Vyabh~rev C halrman of Gazprom to G ~ o r g ~ a  on 
December 18th the Russtan Georgrw Jomi 
Venture 'SAkRIJ5GA9MRr 19VI WIS 

estabi~shed 

r h ~ s  move was expected and IS consrstent w ~ t t  
Gazprom s agenda see IIBC s Junt 15th 
Assessment Report It IS further expected that thr! 
move wrli have major long term ~ m p l ~ c a t ~ o n s  for 
the development of the energy sector In Georg~a 

How t h ~ s  wdl effect the reform the 
commerc1al17at1on and the pr1vat17at1011 of th 
energy system of Georg~a wdl d ~ p e n d  on how las 
and how far the Russ~ans assert the~r Interests 

29/98 The Government 15 amb~valent about it 
pr~vattzat~on plans It announces 11 has no Intentlo 
of pr~vat~zmg the 011 & basse~tors wh~ch rt vrewc 
as 'Strategtc 

3Q198 rhe Russ~an company Interpqk (aka 
Intergas) takes over 7 mun~c~pal  gas companler 
and the management control of 
Saktransga7mretsv1 

Hagler Badly 
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Task 

Task E 
Tra~ntng  

Exhib~t 5 
Summary of Quarterly Deliverables and Events 

Associated with Project Tasks 

Quarterly Events 

24/98 Conducted a needs assessment of the 
otl & gas enterprises and government bodtes 
mvolved In the legal regulatory and 
commercial reform of the sector w ~ t h  spec~al 
emphas~s on the teams tnvolved In negotlattng 
the Mam 011 Export P~pel~ne  and the Russ~a 
Turkey Gas P~pelme projects 

Conducted semmars on 011 & Gas Accountmg 
lnternatlonal Negotiat~on Shills and 011 & Gas 
Project F~nance 

3Q/98 Conducted semtnars on hpelme 
Transport Economtcs Environmental Impacl 
Assessments Legal Principles ofTransCountry 
Pipellnes and Project Finance and 011 & Gas 
Adm~nistrative Law 

Prepare a needs assessment of  the oil & gas 
enterprises and government bod~es mvolved In 
the legal regulatory and commerc~al reform of 
the sector Through coi~sultations with the GOG 
the World Bank and other donors develop a 
coordinated tra~n~nglstudy tour program 

Quarterly Del~verableslOutputs 

T h ~ s  del~verable was accompl~shed through the 
Issuance of A Needs Assessment Of The 
Tramng Requrrements Of The 011 & Gas Sector 
Of Georgla and subsequent meettngs between 
the contractor and the World Bank LBRD 
GIOC GlGC and the M~ntstr~es of Fuel & 
Energy and Natural Resources & Envtronment 

Other H~ghltgl~ts  

Tra~ning subjects on the following l 
a) pipelme transport economics 
b) mternattonal contract negotlatlon skdls 
c) envtronmental impact assessment 
d) legal pr~nc~ples oftranscountry p~peltne construction and 

operatton 
e) prtnctples of 011 & gas accountmg general accountmg 

and a u d ~ t ~ n g  
f) project tmancmg and 
g) adm~nlstrative law 

This del~verable was accompl~shed by conducting all of the 
aforementtoned sem~narsIworLshops and I 
extensive pre and post seminar intervtews 

Provtde techntcal assistance to help the GOG to 
implement the tralnlng program in concert with 
the acttvtt~es carrled out under the other four 
subtasks 

T h ~ s  task was accompl~shed through meetlngs with al thc I 
Hagler Ba~lly 
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Hagler Badly 

Task Quarterly Del~verables/Outputs 
Mln~str~es SOE s and Parhamentary Committees 

Quarterly Events Other Hlghllghts 


