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Introduction

Georgia’s main energy policy objective * is to raise country’s energy security, which serves as
a tool for ensuring national values and interests through uninterruptable supply of various
energy products with acceptable quantity, quality and price.

According to the Main Directions of the State Policy in Energy Sector of Georgia, Gradual
approximation of Georgia’s legislative and regulatory framework with the EU’s Energy
acquis is one of key directions. This process will facilitate: competitive, transparent and
effective energy market model as well as creation of attractive and stable investment
climate; development of energy trade between Georgia and EU countries; utilization of
renewable energy resources and facilitation of energy efficiency oriented activities in the
country, through economically and ecologically feasible means.

Georgia can play an important role of European energy security, being a key corridor for
delivering oil and gas from the Caspian and Central Asia, and the creation of an integrated
electricity grid to supply clean hydroelectric power the region and European consumers.

On 14 of October?, 2016 in Sarajevo the Minister of Energy — Mr. llia Eloshvili signed the
protocol of accession of Georgia to the Treaty Establishing Energy Community3. After
ratification by Georgian parliament Georgia will become an official and full-fledged
Contracting Party of the Energy Community.

Accession to Energy Community is a very important step for Georgia on its way to EU
integration and development of energy sector. Georgia will be given an opportunity and
support to align its energy sector with EU standards including the creation of competitive
market, enhancement of energy security, promotion of the use of renewable energy sources
and advancement of energy efficiency.

2. Energy security, solidarity and trust

2.1. National energy mix and prospective developments

In 2014 total domestic energy supply was 4.48 million ton oil equivalent (Mtoe) from which
1.37 Mtoe was domestic energy production (31% of the country’s total domestic energy
supply). The main sources of energy are natural gas, oil products, hydro, firewood and coal.
Georgia is an energy import dependent country. The import ranges from 62% to 73%
depending on the specific year. Azerbaijan and Russia are the main energy exporting
countries. Imported natural gas and oil products account for 41% and 25% of the country’s

1 MAIN DIRECTIONS OF THE STATE POLICY IN ENERGY SECTOR OF GEORGIA

2 http://energy.gov.ge/show%20news%20mediacenter.php?lang=eng&id=633
3http://enerqy.qov.qe/proiects/pdf/news/(:oncerninq%ZOThe%ZOAccession%ZOof%ZOGeorqia%20to%20the%20
Treaty%20Establishing%20the%201453%20eng.pdf




energy supply, respectively. Hydro is the third largest source, accounting for 16% of total
energy supply. Fuel wood along with hydropower is a large indigenous energy source and a
strong factor for reducing country’s energy dependence. Currently fuel wood accounts
about 34% in total domestic energy supply.”*
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Large scale infrastructure rehabilitation projects, institutional and legislative reforms have
been implemented in Georgia over the past few years, led to modernization of Georgian
energy sector as a results of which supply of energy resources have been diversified and
local resources have been developed. However due to demand growth and the dominance
of hydro energy resources dependent in climatic conditions, it is difficult to meet countries
energy needs permanently with only local resources.

Georgian energy sector may face various challenges, in providing uninterrupted energy
supply to the households and economic sector. This may be, caused by difficulty of
guaranteed provision of imported recourse due to unstable political situation in the region,
climate conditions, infrastructure breakdown, natural disasters etc.

Considering all the facts, the focus of the ministry of energy is placed on effective
rehabilitation/reconstruction of energy infrastructure and implementation of development
projects, as well as on the improvement of the system reliability.’

According to the “10 Year Plan for Development of Georgia’s Natural Gas Infrastructure
2016-2025”° natural gas annual consumption might increase up to 3.5 billion m? for 2030
(peak load will increase 1.6 times and more). Increase in demand requires adequate
development and investment in natural gas infrastructure which is subject of a technical and
financial support itself. The total cost of the projects is 1.5 billion GEL. Construction and
operation of underground gas storage in 2016-2020 is one of the most important
infrastructure projects.

The plan which includes all anticipated projects over 10 years period was prepared in
accordance with the Directive 2009/73/EC of the European Parliament and of the Council of
13 July 2009 concerning common rules for the internal market in natural gas, Georgian
energy legislation and international regulations.

4 http://geostat.ge/cms/site_images/_files/english/Energy/Energy_Balance 2014 ENG.pdf
® Energy sector of independent Georgia, 2016
6 http://www.gogc.ge/uploads/other/1/1064.pdf / http://www.gogc.ge/uploads/other/1/1071.pdf




It has to be mentioned, that Georgia’s energy strategy document is in the process of
development. Ministry of energy has presented electricity chapter only, which defines the
main principles of the strategy. These principles include:

Improvement of legislation

Improvement of investment environment through transparent procedures and
competitive markets

Strengthening Georgia’s transit role;

Developing electricity and natural gas markets and trading mechanisms.

The first National Energy Efficiency Action Plan (NEEAP) identifies key horizontal measures
and sectoral:

Based on best practices on efficient and sector-focused energy efficiency funds in EU
countries creating financing schemes for setting up an Energy Efficiency Fund in
Georgia;

Gradual introduction of energy audits and management systems;

Introduction of Standards and norms and certification schemes in buildings;
Mandatory labeling for electrical home-appliances from 2017 and ban on import of
low efficient home appliances;

Amendment in the law on procurement procedures — considering the “Green
Procurements” component;

Sector Measures:

Energy transformation, transmission, distribution, and demand response
0 Natural gas savings through replacement of old Thermal Power Plants with
efficient Combined Cycle Gas Turbine technology
0 Energy efficiency savings potential (36% of all measures for 2020)
Reduction of losses in hydropower production
0 Investments in renovating hydropower stations and investigating changes to
the dispatch system to improve efficiency/costs
0 Energy efficiency savings potential (8% of all measures for 2020)
Regulations on the Rules of calculation of normative electricity losses & Reduction of
losses in gas pipelines
Efficient wood-burning stoves
Lighting: Potential savings examined for each sub-sector: street-lighting, industry,
commercial/residential buildings, public buildings — total of 7% of all savings for 2020
Recommended savings programmes in industry covering various sectors (cement,
metal industries, cross-cutting related to boilers/steam production and distribution
and cross-cutting related to fans, pumps, compressors and refrigeration system)
Buildings:
0 Construction Permits for design and construction shall be issued according to
the EE measures — from 2016
0 Reconstruction and retrofitting of Public Buildings considering the EE
measures — from 2016



= Transport improvements in cities which are signatories of the Covenant of Mayors
(Est. 7 — 10% of savings of all measures)
= Measures linked with technical assistance, energy audits, and awareness raising

2.2. Cooperation and confrontation in relations among suppliers and consumers

The south Caucasus Pipeline Expansion Project along with the Trans-Anatolian Natural Gas
Pipeline (TANAP) and the Trans Adriatic Pipeline (TAP) represents key projects of the
Southern Gas Corridor for Europe. After implementation of these projects, Azerbaijan gas
and potential gas extracted from Central Asia fields will be transported to Turkey and
European energy markets via Georgia. Georgia’s involvement in the project enhances
Georgia’s role as a transit country in the region and its image of a reliable important transit
partner.”

According to the “10 Year Plan of Development of Georgia’s Natural Gas System” gas
volume increase from Russia to Armenia or new transit projects through Iran are not
expected. Azerbaijan, with Georgia and Turkey is developing as main important player to
deliver Caspian hydrocarbons to the Europe. First of all, it refers to the Kazakh oil resources
and Turkmenistan natural gas resources.®

Considering existing political tension between Georgia and Russia, interruptions in gas
supply can be expected. Russia often uses “Gazprom” as an instrument to gain power over
Georgia. For example, in winter 2006, Russia cut off the gas supply to Georgia, which was
later explained as technical problem. At the end of 2015, Russia again raised the possibility
of curtailing gas supplies to Georgia at a time when Azerbaijan, the only alternative source,
was unable to meet Georgia's expanding need in full. Finally, on March 4, 2016 Georgia and
Azerbaijan’s SOCAR signed agreement about SOCAR providing additional 500 million cubic
meters of gas and the Energy Minister Kakhi Kaladze said that Georgia would no longer need
to purchase additional gas from Russia.’

" Energy sector of independent Georgia, 2016
8 http://www.gogc.ge/uploads/other/1/1064.pdf
o http://dfwatch.net/georgia-aims-to-maintain-10-share-of-gazprom-natural-gas-transit-41451




3. European energy market

3.1. Place and role in integration of European energy market

Georgia does not share a direct land border with members of the Energy Community and EU
countries. However, Turkey is trying to integrate and harmonize its energy system with
Europe’s, which can also alleviate the security problems for Georgia.

Georgia is not connected to the EU energy markets directly, however establishing the new
energy links between Georgia and the EU including the projects of Southern Gas corridor or
strengthening electricity interconnection with Turkey provides the opportunities that should
be explored and utilized.

Joining the internal electricity market of Europe across the EU might allow Georgia to export
its excess renewable energy through Turkey to lucrative European markets. This can bring
both energy and climate mitigation benefit. Climate support mechanisms for RE
international trade could unlock a vast hydropower potential in Georgia as well as in other
countries.

Projects of Common Interest™ (PCI) Cluster of integrated, dedicated and scalable transport
infrastructure and associated equipment for the transportation of a minimum of 10 bcm/a
of new sources of gas from the Caspian Region, crossing Azerbaijan, Georgia and Turkey and
reaching EU markets in Greece and Italy, and including one or more of the following PCls:

= Gas pipeline to the EU from Turkmenistan and Azerbaijan, via Georgia and Turkey,
currently known as the combination of “Trans-Caspian Gas Pipeline” (TCP),
“Expansion of the South-Caucasus Pipeline” (SCP-(F)X) and “Trans Anatolia Natural
Gas Pipeline” (TANAP);

= @Gas pipeline from Greece to Italy via Albania and the Adriatic Sea, known as “Trans-
Adriatic Pipeline” (TAP);

= Gas pipeline from Greece to Italy — “Poseidon Pipeline".

3.2. Place and role in integration with neighbors

According to the Energy Policy of Georgia - country’s wealth in existing hydro-resources,
corresponding infrastructure and favorable investment climate enable the country to
establish itself as a regional platform for the generation and trading of clean energy. To
achieve this goal, it is vital to continue working on further improvement of legal framework
as well as scientific-research and infrastructure development, to facilitate utilization of
Georgia’s existing clean energy potential and enable the country to become a regional
platform for clean energy trading.

Georgia holds significant hydroelectric power potential, and if fully utilized this can allow the
country to export significant quantities of clean electricity to neighboring countries and

10 https://ec.europa.eu/energy/sites/ener/files/documents/5 2%20PCl1%20annex.pdf
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potentially to the European Union. However, due to the seasonality of hydropower output
makes it dependent on Russia for electricity imports in winter months™*,

Since February 2016, State Electric System of Georgia (GSE) began transit'? of electric power
from Azerbaijan to Turkey. The transit of electricity is carried out through power
transmission line ‘Gardabani’.

3.3. Recommendations for national and EU authorities

1.

Development of emergency action plans and safeguards against interruption and
damage of critical energy infrastructure should become the major concern of the
government. Various measures including creation of strategic reserves and
information and experience exchange, early warning mechanisms, emergency
measures should be developed.

Georgia should accelerate the cooperation with EU, United States and neighboring
countries to improve the protection and safety of energy infrastructure against
possible acts of physical and cyber terrorism; intensifying the information and
experience exchange including that in NATO format (it can be NATO Energy Security
Center of Excellence) can be an important step in this direction.

Georgia needs to develop internal energy resources, create the gas storage facility
and oil security reserves, as well as develop Energy Efficiency policies, diversify
further energy supplies and seek the ways for more political stability in the region.
Promote further development of internal energy infrastructure and strategic cross
border connections; Strengthen the activities in support of regional energy market
development;

EU should strengthen its role in the development of Southern gas Corridor projects
by promoting and organizing high level meetings and conferences with partner
countries.

Development and promotion of climate support mechanisms for cross-border trade
with renewable energy

! Share of imported electricity from Russia constitutes about 15% in winter month consumption (ESCO 2014
Power Balance).
12 http://esco.gelindex.php?article_id=208&clang=0




4. Energy efficiency contributing to moderation of demand

4.1. Situation with energy efficiency on legislative level and practical achievements in
comparison with the EU results by 2015

The Main Directions of Energy policy of Georgia include develop and implement an
integrated approach to energy efficiency. According to the document, Adequate DSM
(demand-side management) measures for energy generation, transmission-distribution and
consumption as well as energy efficiency programs, play an important role in optimizing
country’s energy consumption dynamics. To facilitate the DSM, corresponding legislative
framework needs to be created; activities oriented on development and establishment of
energy efficient technologies and equipment must be planned and implemented; for energy
producers and consumers incentivizing regulation must be created and established for
realization of energy efficiency programs.®

Georgia does not have a law on energy efficiency. The Law on Electricity and Natural Gas
refers to promoting energy efficiency, but does not provide any specific guidance or rules.
According to the clause 3 of the article 1 the purposes of the law are to:

C) Promote growth of efficiency in the areas of electricity generation, transmission,
dispatch, distribution, import, export and consumption, as well as in the areas of
natural gas supply, transportation, distribution and consumption.

As an Energy Community member Georgia is required to follow the EU energy efficiency
related legislation:

1. Directive 2012/27/EU on energy efficiency, amending Directives 2009/125/EC and
2010/30/EU and repealing Directives 2004/8/EC and 2006/32/EC;

2. Directive 2010/31/EU provides the legal framework for setting minimum energy
performance requirements for new and existing buildings.

3. Directive 2010/30/EU and the corresponding implementing legislation establish the
legal framework for labelling and consumer information regarding energy
consumption for energy-related products

As a member of Energy Community Georgia has to transpose these requirements and
standards into its national legislation.

From 2015, with the support of EBRD, the Ministry of Energy has started preparation for the
first National Energy Efficiency Action Plan of Georgia. The NEEAP will identify significant EE
improvement measures and expected energy savings in all sectors, taking into account the
country’s potential and national EE targets, and aiming for high EE economic performance.
The NEEAP will be submitted in October 2016.

13 hitp://bit.ly/2f0eRLwW




4.2. Where the EU could support enhancing energy efficiency?

The draft of the First NEEAP identifies significant energy efficient improvement measures
and expected energy savings as well as expected sources of financing (central budget, other
sources), but the real financial sources for implementation of the measures are not
committed yet.

EU could support Georgia in development of Energy Efficiency law; providing technical
support; and Technology transfer.

4.3. National challenges and ways to solve them — recommendations

A basic impediment to energy efficiency in Georgia is the lack of understanding of its
importance by the government, which is an exception in the region and among more or less
developed countries. Due to the lack of state vision of energy efficiency, it is becoming
impossible to get related economic, energy, environmental, social, technological and
political benefits of energy efficiency.

It is important for the government to develop laws, effective institutions, financial
mechanisms, action plan and its monitoring system; assures a free market environment to
sustain energy efficiency. Firstly, the government shall develop energy efficiency national
policy to define a common framework for all the above systems. Effective utilization of
current and future donor projects and international assistance, which can be picked up
through Green Climate Fund is really important in this respect.

Trainings and other educational activities for energy auditors, managers, construction sector
representatives and service providers would also be supportive of the advancement of
these processes. Information campaigns for awareness raising on energy efficient
technologies and energy saving arrangements are necessary, because introduction of energy
efficiency improves living standards and contributes to economic development and creates
the secure environment.

Buildings: Buildings consume about 30% of all energy (14-15 TWh) in Georgia which is
mostly imported. Typically, the heating energy requirement of old buildings is lower than
that of newer buildings because they are under heated or left partly without heating. New
building specific energy use is higher due to poor thermal properties of exterior walls and
high share of windows in building envelope. The opposite is the case in European countries,
where energy efficiency of new buildings is significantly better than it is in older building
stock.

The main barriers to implementing energy-efficient residential building construction and
building stock upgrading are: 1) lack of energy efficiency legislation for buildings; 2)
availability of maintenance and renovation services; 3) issues with access to finance; 4)
widespread unawareness among stakeholders and long payback periods of measures and 5)
unclear homeowners’ association legislation.

In energy efficiency legislation, the first action is to set the requirements for new residential
building construction. In terms of renovations, this can be done on a step-by-step basis. It
should be noted improved energy efficiency for existing stock applies only if the building is
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renovated anyway, thus, the extra cost is only the additional energy efficiency
improvements

Recommendations:

Recommendation 1: Enact technical requirements concerning the energy efficiency of new
buildings, repair of existing buildings, eco-friendly products and renewable energy use.
Legislation should apply Energy Community principles taking local conditions into account.

Recommendation 2: Support for the development of the management and maintenance
market, from both supply and demand perspectives.

Recommendation 3: Co-financing schemes and affordable bank loans for energy efficiency
upgrades should be made available to residents and their associations.

Recommendation 4: Homeowners’ association legislation should be reformed to encourage
apartment owners to act collaboratively and take care of building maintenance, make and
execute decisions, and pay their share of the maintenance costs and the loans taken out for
repairs.

5. Decarbonizing the economy

5.1. Situation in the country with regard to Paris agreement — obligations, national plans
to achieve, challenges

Georgia is a non-annex | country to the United Nations Framework Convention on Climate
Change. However, in 2010 Georgia acceded to the Copenhagen Accord and declared that
“Georgia will take steps to achieve a measurable, reportable and verifiable deviation from
the baseline scenario supported and enabled by finance, technology and capacity
building'®.” In September, 2015 Georgia has submitted its Intended Nationally Determined
Contribution (INDC) to the UNFCCC.

According to the INDC, Georgia plans to unconditionally reduce its GHG emissions by 15%
below the Business as Usual scenario (BAU) by 2030 and this 15% can be increased up to
25% if the country has an access to low-cost financial resources and technology. Minister of
Environment and Natural Resources Protection of Georgia signed the agreement in April,
2016 in New York™, USA. Currently, Georgia works on the follow up of Paris Agreement, to
initiate the process that will bring to the ratification of the agreement, which will give the
country a possibility to implement mechanisms under the new agreement as well as to
develop and submit by 2020 more ambitious NDC than its already submitted INDC.

14 First Biennial Update Report of Georgia, 2016
5 www.moe.gov.ge
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5.2. National economic programs in terms of decarbonization (where stays each of
countries)

There are several ongoing mitigation policies, programs and projects in Georgia:

The United States Agency for International Development (USAID) supports
preparation of Low Emission Development Strategy (LEDS) of Georgia, which was
launched in May 2013 and will be finalized by June 2017.

Georgia is actively involved in preparation and implementation of projects for
Nationally Appropriate Mitigation Action (NAMA). In the framework of this initiative
four NAMAs are implemented or are under preparation.

The EU-Georgia association agreement explicitly mentions the cooperation of the
Ministry of Environment and Natural Resources Protection on the preparation of
LEDS, as well as Nationally Appropriate Mitigation Actions (NAMAs), and the
measures to promote technology transfer on the basis of technology needs
assessment.

The government of Germany works intensively with Georgia to set up a system for
MRV through its Partnership Programme led by the Society for International
Collaboration of Germany - GiZ.

In 2008, the EU launched a Covenant of Mayors (COM) process in which signatory
cities pledge to decrease emissions by 20% from their territory by 2020. By April
2016 thirteen Cities of Georgia have signed the initiative.

From its beginning Georgia has been involved in Clean Development Mechanism
(CDM) and has registered seven projects. But, due to the uncertainty of perspectives
of CDM globally, Georgia’s activities in this direction have weakened.

12



5.3. Practical steps to proceed towards decarbonization
Low Emission Development Strategy (LEDS) defines following steps for short term 2017-
2020:

e Membership in Energy Community;

e Energy Market liberalization;

e Adoption of Energy Efficiency Law;

e Adoption of National Energy Efficiency Action Plan, Implementation and Monitoring;
e Adoption of Renewable Energy Action Plan, Implementation and Monitoring;

e Improve the quality of energy statistics, and use energy efficiency indicators;

Long Term (2020-2030):
e Improving legislation for promoting renewable energy use;
e Implementing energy efficiency and renewable energy action plans;
e Improving energy tariff policy;
e Realizing electricity and gas network development plans.

By April 2016 thirteen Georgia Cities have joined the European Union initiative entitled
Covenant of Mayors (CoM) and committed to reduce GHG emissions within their territories
by increasing energy efficiency and the use of renewable energy sources. These cities are
requested to prepare and submit for acceptance to the CoM Secretariat their Sustainable
Energy Action Plans (SEAP). Eight cities already submitted SEAPs, and five SEAPs have been
accepted. The list of the CoM signatory cities of Georgia, their targets and status of SEAPs
are presented in Table below

Table: CoM SIGNATORY CITIES OF GEORGIA, THEIR TARGETS AND STATUS OF SEAPS

Akhaltsikhe, GE 19,200 31 Oct 2014 Submitted 21%
Batumi, GE 170,000 15 Jul 2011 Accepted 22%
Bolnisi, GE 76,600 16 Mar 2015

Gori, GE 50,400 13 Jul 2012 Accepted 27%
Kazbegi, GE 4,900 27 Feb 2015

Kutaisi, GE 196,600 15 Jul 2011 Accepted 23%
Mtskheta, GE 7,800 11 May 2015

Rustavi, GE 120,800 2 May 2011 Accepted 24%
Thbilisi, GE 1,100,000 30 Mar 2010 Accepted 25%
Telavi, GE 70,900 30 Jan 2015 Submitted 20%
Telavi City Hall,

GE 21,800 24 Mar 2014

Tianeti, GE 12,900 13 Jan 2015

Zugdidi, GE 76,600 1 Aug 2013 Accepted 24%

13



6. Research, Innovation and Competitiveness

National research and innovation capacity is represented by the following entities
subordinated to the Ministry of Education and Science of Georgia:

» Georgian National Academy of Science

» 7 Higher Education Institutions that have research institutes as structural
units

In recent years Georgian government strengthened support to research and innovation. The
graph below shows government expenditures on science and research. As can be seen the
expenditures increased dramatically in 2015 and share in total expenditures has grown
twice.

GOVERNMENT EXPENDITURES ON
SCIENCE AND RESEARCH

70000 000,00 0,70%
60 000 000,00 0,60%
50 000 000,00 0,50%
40000 000,00 0,40%
30000 000,00 0,30%
20000 000,00 0,20%
10 000 000,00 0,10%

0,00 0,00%

GEL

2013 2014 2015
Support to Science and Research 27115 100,00 32410 100,00 59 857 446,22
Share in total expenditures 0,33% 0,36% 0,62%

The government established two entities with aim to support national research and
innovation and enhance Georgia’s research cooperation with EU institutions.

» Shota Rustaveli National Science foundation was established in 2010 to support
scientific research development in Georgia and integration of Georgian researchers
in international research area;

» Georgia’s Innovation and Technology Agency (GITA) was established in 2014 with
aim to enhance commercialization of research results and promote innovative
entrepreneurship.

6.1. National potential in energy sector research (institutions, results in recent years)

In 2013, with great support of think tank “World Experience for Georgia” Energy and
Sustainable Development Institute was established at llia State University to conduct
research in the field of energy and sustainability. However, the institute is a young
organization so far with limited human and financial resources.

14



6.2. Existing and possible cooperation with the EU institutions

On 29 April 2016 Georgia joined Horizon 2020 and now can participate in the program with
the same rights as member states. Participation in Horizon 2020 can bring number of
opportunities for Georgia such as:

Funding for excellent science
Focus on innovation
World class research infrastructures

Access to new network and alliances

YV V V VY

Collaborate with the best European universities
» Collaborate with European research team

Georgian institutions participated in 353 projects in total in all EU framework programs.
Mainly the action types were Coordination and Support and Scientific Research. In Horizon
2020 Georgia participates only in 9 project out of which there aren’t any devoted to energy
sector research. Overall Georgia’s participation rate in EU framework programs is much
lower than of majority of EU and even EaP countries. There aren’t any Horizon 2020 projects
so far where Georgia participates as coordinator.

6.3. Best practices of cooperation, recommendations to enhance (Horizon 2020, etc.)
Georgia’s participation in EU framework program — Horizon 2020 is quite moderate.

As a newcomer Georgia faces the following challenges:

» Very competitive environment. Competition in Horizon 2020 is very high and
requires participants to write high quality proposals. Preparation of proposal is time
consuming and requires good knowledge of program’s priorities and specificities. For
Georgian institutions/organizations with lack of experience the competition with
experienced EU institutions is even more difficult.

» Established consortia and community. For successful participation in Horizon 2020 it
is very important to be part of a “right” consortium. However, for a newcomer this is
not an easy task since experienced institutions prefer working with experienced ones
and with those that they successfully worked before. This is quite closed community
and Georgian participants should do their best to increase their visibility and
international contacts.

» Lack of experience in participation in EU framework programs. As a consequence
Georgian participants are not very well familiar with program’s priorities, application
procedures specificities, budgeting issues and others which reduce chances for
success.
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» Complex procedures. The procedures were much simplified in Horizon 2020
compared to previous framework programs, however, still they remain quite
complex even for experienced participants.

» Lack of fundraisers in research institutions. Not all institutions in Georgia have
sufficient fundraising division and not all divisions have a separate staff member/s
who will take care of Horizon 2020 opportunities for participation.

» Other country specific challenges like

e Geographical location. One of the easiest ways of finding partners is
participation in Brokerage events, international conferences, etc, which are
usually held in EU countries. Costs for participation are higher for Georgian
participants (due to Visa expenditures, travel and accommodation costs, etc.)
and is supposed to be covered from institution’s budget or by personal
means. Therefore, participation rate of Georgian institutions in similar events
is very low.

» NCP'® network is decentralized. All NCPs are fulfilling their obligations on a
voluntary basis. They are employed by various organizations and their NCP
activities are not financed unless they are part of some particular project.
Even participation in Brokerage events (which is very important for effective
realization of NCP functions) is not financed for NCPs and should be covered
by the NCP himself.

In order to enhance cooperation in research and innovation there is need for a complex of
measures that will address challenges stated above.

» Quality of national research should be increased. Measures should be developed to
reduce brain drain and to retain qualified researchers in national institutions.
Investments are needed in research infrastructure and facilities, and human capital.

» Visibility of national research organizations and individual researchers should be
increased. Additionally, there is need for awareness raising on opportunities that
Horizon 2020 and other EU program may offer. Information days should be
conducted on a regular basis. More frequent workshops and trainings are needed to
acquaint researchers with Horizon 2020 procedures and funding opportunities.

» Research institutions should have fundraising division with at least one employee
who will take care of Horizon 2020 funding opportunities and will assist researchers
with preparation of the applications.

» NCP network should be more organized. There is need for clearer coordination of
their activities and some additional support, for instance, NCP should have support
in participation in Brokerage events to get access to potential partner’s network.

16 National Contact Point
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Conclusions

Georgia remains committed to its pursuit of democratic development and European
integration. To enhance its relationship with the EU, Georgia signed the Association
Agreement (AA) with a Deep and Comprehensive Free Trade Area in June 2014, including
cooperation in energy related issues. In October 14, 2016 Georgia also became a member of
the Energy Community and took responsibility to implement reforms in energy sector.

Large scale infrastructure rehabilitation projects, institutional and legislative reforms have
been implemented in Georgia over the past few years, led to modernization of Georgian
energy sector as a result of which supply of energy resources have been diversified and local
resources have been developed but against the growth in demand and dominance of hydro
energy resources dependent in climatic conditions, it is difficult to meet country’s energy
needs with only local resources.

Georgian energy sector may face challenges, in providing uninterrupted energy supply to
the households and economic sector, which can be caused by difficulty of guaranteed
provision of imported resource due to unstable political situation in the region, climate
condition, infrastructure breakdown or natural disasters etc.

International Transit projects and cooperation is vitally important for secure, sustainable
and effective energy sector development. Considering all the above, Georgia should
accelerate the cooperation with the EU, United States and neighboring countries to improve
the protection and safety of energy infrastructure against possible acts of physical and cyber
terrorism; intensifying the information and experience exchange including that in NATO
format can be an important step in this direction, Energy Union incentive with all its 6
directions, will play an important role in this regard.
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