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Main Directions and Results of the Commission's Activity     

 

In 2023 the following main events and tendencies took place in energy and water supply sectors: 

Electricity 

¶ The Commission approved a new rule for connecting  small power plants up to 15 MW  to the 

electricity distribution network. The Rule defined transparent and fair principles for connection of 

small capacity power plants to the distribution network, conditions for connection and relevant fees. 

The new regulation provides a non-discriminatory approach to the investors and gives them the 

opportunity to determine the expenditures in advance and terms for connection to the distribution 

network; 

¶ According to the decisions made by the Commission, electricity consumption tariffs for household 

and non-household consumers were reduced by 3 Tetri, both in Tbilisi and in the regions of Georgia. 

The reduced tariffs are effective from January 1, 2024; 

¶ Electricity generation (Busbar Delivery) was increased slightly, by 1%, compared to the previous year 

and by 13.6 % compared to 2021; 

¶ Based on the data of 2013-2023, the electricity generation (Busbar Delivery) grew by 3.7% on average 

annually; 

¶ Domestic electricity consumption in 2023 was reduced by 7.6% compared to the previous year and 

by 4.3% compared to 2021; 

¶ Domestic electricity consumption in Georgia, based on the data of 2013-2023, has increased by 3.3% 

annually on average; 

¶ Electricity consumed by direct consumers was reduced by 25.4% compared to the previous year and 

by 21.8% compared to 2021; 

¶ Electricity delivered to Abkhazia was reduced by 10.8% compared to the previous year and by 8.6% 

compared to 2021; 

¶ The volume of electricity generated by thermal power plants in 2023 was increased by 2% compared 

to the previous year; 

¶ In the reporting year, electricity import decreased by 2 times compared to the previous year and by 

2.5 times compared to 2021. 

¶ Export rate of electricity was 1.5 times more than that of the previous year and 3.7 times more 

compared to 2021; 

¶ In the reporting year, 3.445 million kWh of electricity was transited, which was 9% more than the 

number of 2022 and 3 times more than that of 2021. 

¶ In the reporting year, the actual losses of electricity in the transmission network were 2.06%; In the 

distribution network the losses amounted to 10.36% for "Energo-Pro Georgia" JSC and 5.82% for 

"Telasi"JSC; 
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¶ In 2023, the amounts of normative losses established for the electricity transmission and distribution 

system operators are the following: 1.92% in "Georgian State Electrosystem" JSC network; 5.74% in 

ñTELASIò network and 9.8% in "Energo-Pro Georgia" JSC network. 

¶ The total installed capacity of power plants amounted to 4,550.09 MW (hydro - 3,386.19 MW, 

thermal -1,143.2MW, wind - 20.7 MW). 

¶ The retail electricity supply market is highly concentrated (HHI 2023=5,092), where the market share 

of "EP Georgia Supply" JSC is 56.8%, and the share of "Tbilisi Electricity Supplier Company" LLC is 

43.2%; 

¶ The market shares for the three largest electricity producers were distributed as follows: "Enguri 

HPP" LLC ï 25%, "Energo-Pro Georgia Generation" LLC ï 12.9% and "Gardabani Thermal Power 

Plant 2" LLC ï 9.2%. The Herfindahl-Hirschman index of the electricity production segment rated 

HHI 2023 =916.1; 

¶ In the reporting year, one 20.00 MW power plant and 6 small power plants were commissioned, with 

the total installed capacity of 28.7 MW. 

¶ In the reporting year, 395 new micro power plants with the total capacity of 30.217 kW were subject 

to the net- metering regulation. By the end of 2023, 1,143 micro power plants with the total installed 

capacity of 67,552 kW were subject to the above mentioned regulation; 

¶ In 2023, "Energo-Pro Georgia" JSC  improved the SAIDI (average duration of electricity outages per 

consumer) by 8.3% and SAIFI (average frequency of electricity outages per consumer ) - by 17.3%, 

while SAIDI of "Telasi" JSC improved by 2.7% and SAIFI worsened by 1.4%; 

 
 

Natural Gas 

 

¶ Natural gas remains the main source for satisfying the final demand for energy; 

¶ The share of natural gas in the total energy consumption is small, although it is characterized by an 

increasing trend; 

¶ 99.5% of Georgia's demand for natural gas was met by import. The Republic of Azerbaijan remains 

the main source of natural gas supply for Georgia; 

¶ In 2023, the demand for natural gas in the country has decreased by 1% and amounted to 2.966 billion 

cubic meters; 

¶ Consumption of natural gas for household purposes in 2023 amounted to 1,341 million m3, while 

consumption for non-household purposes was equal to ï 1,625 million m3, including 766 million m3 

as the consumption of thermal plants;  

¶ In 2023, 28 suppliers operated in the wholesale and retail market of natural gas; 

¶ To meet Georgia's demand, natural gas in Georgia was imported by three suppliers;  

¶ The natural gas available on the Georgian market was traded at the wholesale level by 11 suppliers, 

among which the share of  three largest suppliers was 95%;  
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¶ In 2023, compared to 2022, the number of heating degree days significantly has decreased, which 

means that in 2023, compared to the previous year, buildings needed to be heated by fewer degrees; 

¶ The process of gasification of new settlements persisted in 2023, as a result of which, at the end of 

the reporting year the number of retail consumers (household and non-household) amounted to 

1,554,572. 

¶ As of December 31, 2023, 20 distribution licensees were operating in Georgia. Three of them are the 

largest licensees ("Tbilisi-Energy" LLC, "SOCAR Georgia Gas" LLC, "SakOrgGas" JSC). The mentioned 

three large distribution licensees distributed 90% of the total distributed gas; 

¶ With the relevant decisions of the Commission, individually for those enterprises that submitted 

information on planned investments to the Commission in accordance with the established rules, 

investment plans to be implemented in 2024-2028 were agreed, with a total value of 267 million GEL; 

¶ In 2023, in accordance with the requirements of the law of Georgia on Energy and Water Supply, 

two natural gas distribution licensees were reauthorized: "Energokavshiri" JSC and "Inter Gas" LLC. 

The mentioned licenses shall be effective from the date of determination of the distribution system 

operator's tariff for the respective companies. Two natural gas distribution licenses were modified, in 

particular, changes were made in the licenses of "SOCAR Georgia Gas" LLC and "SakOrgGas" JSC and 

the license areas of the mentioned companies were expanded; 

¶ In 2023, the natural gas distribution tariff was adjusted for the natural gas distribution licensee, "SG 

Gas Company" LLC. The tariffs for natural gas supply, distribution, wheeling, and consumption were 

set for "SG Gas Company" LLC for the tariff regulation period of 2024-2027. These tariffs were 

approved by Commission Resolution ɷ57 on December 21, 2023;  

¶ Throughout 2023, the Commission received one notification related to the sale of 100% of the shares 

of "Varketilairi" LLC to "Tbilisi Energy" LLC. Pursuant to Commission Decision N52/1 of November 

2, 2023, approval was granted for the transfer of 100% of shares of "Varketilairi" LLC to "Tbilisi 

Energy" LLC; 

¶ In the reporting year, negotiations were conducted in a working format with the licensees of natural 

gas distribution, namely "SOCAR Georgia Gas" LLC, "Telavgas" LLC, and "SakOrgGas" JSC. As a 

result, an agreement was reached on presenting the updated separation plan to the Commission, in 

compliance with the separation model and legislation. 

 

Water Supply and Amelioration: 

¶ As of December 31, 2023, 8 water supply licensees are operating in Georgia's water supply sector. 

¶ Among the licensees in the water supply sector, one enterprise is state-owned, five are operated by 

municipalities, and two are under private ownership. 

¶ In compliance with the Rule for Appraisal of Investments in the Water Supply Sector, the licensed 

enterprises submitted their long-term and short-term investment plans to the Commission. 

Following a thorough review, the Commission approved the investment plans of both ñGeorgian 

Water and Powerò LLC and ñBatumi Waterò LLC.  



9 
 

¶ Two major water supply licensees, ñGeorgian Water and Powerò LLC and ñUnited Water Supply 

Company of Georgiaò LLC, invested a total of 468.7 million GEL in 2023 to ensure proper water 

service delivery to all customers. These investments covered the rehabilitation of existing 

infrastructure, construction of new networks, and implementation of individual consumer metering. 

¶  ñGeorgian Water and Powerò LLC was fined 75,000 GEL for the improper operation of the water 

supply system and for breaching the obligations stipulated by the legislation.  

¶ The Commission investigated applications submitted to ñRustavi Waterò LLC for connecting two or 

more new consumers to the water supply system. The review identified instances where the company 

did not comply with the established rules. As a result, ñRustavi Waterò LLC was fined 40,000 GEL 

under the Commission Decision N28/1 of June 15, 2023. 

¶ By its Decision N54/5 of November 15, 2023, the Commission granted preliminary approval for 

Georgian Water and Power LLC to expand its service area under its water supply license.  

¶ The Commission issued a water supply license to Georgian Water and Power LLC as part of the re-

authorization process by the Decision N62/1 of December 26, 2023,.  The same decision (N62/1 of 

December 26, 2023) also revoked the water supply license previously held by ñRustavi Waterò LLC, 

following its merger with ñGeorgian Water and Powerò LLC. 

¶ As part of the re-authorization process, the Commission issued water supply licenses to ñKobuleti 

Waterò LLC and ñMarneulis Soptskaliò LLC, under Decisions N3/2 and N3/1 of January 26, 2023. 

¶ The Commission conducted a review of the tariffs for ñGeorgian Water and Powerò LLC, ñBatumi 

Waterò LLC, ñSachkheris Tskalkanaliò LLC, and ñSagarejoò LLC.  Accordingly, the Commission 

amended Resolution N17 of August 17, 2010, on Water Supply Tariffs. This amendment established 

new marginal water supply tariffs valid from January 1, 2024, to January 1, 2027. 

¶ The Commission amended Resolution N47 of December 27, 2017, on Approval of Normative Losses 

in Drinking Water Supply Systems. This amendment established the normative loss levels for 

ñGeorgian Water and Powerò LLC, ñBatumi Waterò LLC, ñSachkheris Tskalkanaliò LLC, and 

ñSagarejoò LLC for the period 2024-2026.  

¶ Commission Decision N16/2 of March 30, 2023, established key performance indicators (KPIs) for 

licensed water supply companies. These KPIs include lower limits, current performance levels, target 

benchmarks, and acceptable tolerances. 

¶ The Commission approved the Irrigation Water Supply Rules by Resolution N39, of August 30, 2023 

. These rules govern the relationship between primary water users and consumers served by the 

irrigation system. 

¶ The Commission approved the Methodology for Calculating the Service Tariff Provided by the 

Primary Water User by Resolution N40, of September 14, 2023. The purpose of this methodology is 

to establish the rules and principles for determining the tariff for the services rendered by the primary 

water user. 
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Miscellaneous:  

¶ A Memorandum of Cooperation was signed between the Georgian National Energy and Water 

Supply Regulatory Commission and the National Energy Regulatory Agency of the Republic of 

Moldova. 

¶ A Memorandum of Cooperation was signed between the Georgian National Energy and Water 

Supply Regulatory Commission, the Levan Mikeladze Diplomatic Training and Research Institute of 

the Ministry of Foreign Affairs of Georgia, and the Elizbar Eristavi Energy Training Center existing 

with  the Commission. 

¶ The Parliament of Georgia, with the majority votes, elected Davit Tvalabeishvili to the vacant 

position of the member of the Georgian National Energy and Water Supply Regulatory Commission 

for 6 years. He will occupy the position of the Commission member for the first term. 

¶ A Memorandum of Cooperation was signed between the Georgian National Energy and Water 

Supply Regulatory Commission, Zurab Zhvania School of State Administration and Elizbar Eristavi 

Energy Training Center. 

¶ The Chairman of the Georgian National Energy and Water Supply Regulatory Commission Davit 

Narmania, the member of the Commission, Giorgi Pangani and Senior Adviser to Chairman on 

strategic issues, Maia Melikidze participated in the VIII  World Forum on Energy Regulation (WFER 

VIII),  held in Lima, Peru. During the same Forum, a decision to host the IX World Forum on Energy 

Regulation (WFER IX) in Georgia in 2026 was made. 

¶ Maya Melikidze, the Chair of Energy Regulators Regional Association (ERRA) and the Senior adviser 

to Chairman on strategic issues of the Georgian National Energy and Water Regulatory Commission, 

was elected as the Co-Vice Chair of the International Confederation of Energy Regulators (ICER). 

¶ The Parliament of Georgia, with the majority votes, elected Davit Narmania to the vacant position of 

the member of the Georgian National Energy and Water Supply Regulatory Commission for 6 years.  

¶ Elections for the Chairman of the Commission were held in the Georgian National Energy and Water 

Supply Regulatory Commission. Members of the Commission voted for the chairman candidate by 

secret ballot. According to the voting results, the Commission will be led by Davit Narmania.  

¶ The Parliament of Georgia, with the majority votes, elected Givi Sanikidze to the vacant position of 

the member of the Georgian National Energy and Water Supply Regulatory Commission, for 6 years. 

He will occupy the position of the Commission member for the first term. 

¶ A Memorandum of Cooperation was signed between the Elizbar Eristavi Energy Training Center 

existing with the Commission and the Georgian Renewable Energy Development Association 

(GREDA). 
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1. Development of regulatory framework and harmonization with Energy Community acquis  

 

In 2014, Georgia signed the Association Agreement with the European Union, which included the 

commitment to harmonize Georgian legislation with the EU Energy Acquis. Furthermore, in 2016, Georgia 

signed the ñAccession Protocol to the Treaty Establishing the Energy Communityò, which outlined the 

specific terms and conditions for the adoption of Energy Community legislation within Georgia. By signing 

the aforementioned Protocol, Georgia committed to incorporate the Energy Community Acquis into its 

national legislation. 

On December 20, 2019, the Parliament of Georgia passed the ñLaw of Georgia on Energy and Water 

Supplyò, initiating a transformative reform in the energy sector. This reform resulted in an expanded role 

and increased responsibilities for the Commission, requiring drafting of several new regulations and by-laws. 

To achieve this objective, following the enactment of the law, the Commission adopted number of normative 

by-laws between 2020 and 2023 regulating energy, based on the best European practices and the experience 

accumulated in the Commission over decades. 
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2. Electricity Sector 

 

2.1. Electricity Market Transformation 

 

Á  General Design of the Market and Liberalization Phases  

In 2023 the new legislative base was formed and improved. It should be noted that the mentioned 

process is fully harmonized with the Directives and Regulations of the 3rd European Energy Package, as well 

as with the Accession Protocol to the Energy Community. The existing market structure is depicted in Figure 

2.1. 

 

Figure 2.1. Electricity Market Structure 

On the wholesale market, electricity is mostly traded through bilateral contracts. The sale of 

electricity is carried out by electricity producers, importers, wholesale suppliers, electricity  system 

commercial operator (ESCO), and the purchase is carried out by suppliers, direct consumers (who, in 

accordance with the new legislation, have been granted the status of large consumers since 2021), exporters, 

electricity producers (for station costs), by ESCO, electricity distribution system operators and transmission 

system operator (in order to cover losses in the network in the part of electricity purchase).  

 

Electricity producers, due to regulation purposes, are of different categories, in particular: 

a) Regulatory power plants, for which the Commission sets fixed tarrifs; 
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b) Partially deregulated power plants: power plants built before August 1, 2008, the installed capacity of 

which is not more than 65 MW . For such power plants the Commission sets marginal (upper limit) 

tariffs; 

c) Deregulated power plants, built after August 1, 2008, as well as small power plants (up to 15 MW of 

designed capacity) which operate on the market without a tariff defined by the Commission; 

d) Guaranteed capacity sources (thermal power plants), for which the Commission sets the fee for 

guaranteed capacity and the marginal (upper limit) tariff for electricity generation. 

For those power plants, designed capacity of which exceeds 15 MW, the Commission issues 

electricity generation licenses, while those power plants whose designed capacity is up to 15 MW (small 

power plants), are exempt from the electricity generation license. 

As for the guaranteed capacity sources, they are used for ensuring sustainability, safe and reliable 

functioning of the whole electricity system of the country and are individually defined by the government 

of Georgia, based on guaranteed capacity and the period of providing the system with guaranteed capacity. 

The function of the wholesale supplier of electricity is to purchase electricity from the generation 

licensee, small power plant, importer and supply of electricity to direct consumer and exporter; 

As per  electricity import and export activities, they are deregulated and can be carried out without 

a license. It is also possible to carry out electricity exporter activity at free (without a tariff) price. 

In the reporting year 2023, the direct consumers on the electricity market were the consumers, who 

received electricity (capacity) for their own needs from the network(s)  owned by the generation, 

transmission or distribution licensee(s), small power plant or other consumer. 

The market operator in the part of buying and selling electricity shall be authorized to buy and/or 

sell electricity based on bilateral  contracts or standard conditions of bilateral  contracts on balancing 

electricity, for the purpose of satisfying (balancing) requirements of qualified enterprises. ESCO also 

organizes trade in guaranteed capacity, registers enterprises as participants of wholesale electricity trade, 

amends registration data and cancels registration. Market operator possesses and operates the automated 

system of commercial metering (ASCM) which forms a unified database for buying and selling electricity and 

automatically receives metering data from Automated Meter Reading (AMR) systems. Its purpose is to 

receive, check, collect, group and aggregate the data for settlement of wholesale electricity trade. 

Network and system services are provided by the transmission system operator (TSO) and the 

distribution system operator. TSO mainly manages the system using SCADA (Supervisory Control and Data 

Acquisition) system and, at the same time, uses upper-level Automatic System of Capacity Control and 

Metering (upper -level AMR system). 

Distribution system operator provides network services using the networks existing in their 

ownership and also in ownership of third persons. Costs of wheeling service through the distribution network 

are compensated to distribution system operators in accordance with the tariff set by the Commission. 
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Electricity supply on the electricity retail market is carried out by the universal service supplier, 

electricity public service supplier and the supplier of last resort, based on the tariffs set by the Commission. 

Also, in compliance with the new structure of the retail market, any interested person can carry out 

electricity supply activities based on a free, deregulated price. During 2023, no competitive supplier was 

registered in the retail market. 

As for retail consumers, household and non-household consumers are represented on the market. 

Also, since 2016 a retail consumer, which possesses micro-generation power plant utilizing renewable energy 

sources has been added to the mentioned categories. 

Target structure of the electricity market is given on Figure 2.2. based on the Electricity Market 

Concept Design, market liberalization began in 2020 and will be carried out through 2026. It implies opening 

both the supply and consumption sides and entry to both wholesale and retail competitive markets.

 

 

Figure 2.2. Electricity Market Target Structure 

 

The segments of the new wholesale electricity market are: the day-ahead and intraday market, the 

market for bilateral contracts and the market for balancing and ancillary services, and the main entities are 

(Figure 2.2): electricity market operators, transmission system operator, distribution system operator, 

electricity producer, trader, supplier, large consumer, organization providing wholesale public services. 

The operator of day-ahead and intraday electricity markets provides: operation of day-ahead and 

int raday markets; keeping the registry of participants of day-ahead and intraday markets; Establishing a 
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transparent, accessible and reliable financial settlement system for the relevant segment of the organized 

market. 

The operator of the balancing and ancillary services market ensures: operation of the balancing and 

ancillary services market; purchase of balancing and ancillary services market products; calculation of 

imbalance fee; Determining the amount of financial guarantee to ensure payment of balancing and ancillary 

services market products and imbalance fees, as well as financial responsibility for products purchased on 

this market and establishing a transparent, accessible and reliable settlement system for the relevant segment 

of the organized market. 

Day-ahead and intraday, as well as balancing and ancillary services markets are monopolised licensed 

activities, while the bilateral contracts market, as a platform for bilateral contracts, does not require a license 

and can be operated by different persons. In addition, , market participants are authorized to conclude 

agreements through direct negotiations on the market of bilateral contracts. 

An important subject on the wholesale market structure is the organization of wholesale public 

service. The objectives of the wholesale public service are: supporting renewable energy producers and 

participating in the guaranteed purchase agreement and facilitating the integration of the electricity 

produced by them on the organized market; Support of the universal service provider by providing a stable 

cost of purchased electricity and promoting integration on the organized market; Security of supply to 

consumers in the occupied territory of Georgia (Autonomous Republic of Abkhazia) by purchasing electricity 

on the organized market. 

The transmission system operator provides: determination of the forecast volume of products on the  

balancing and ancillary services markets; managing the electricity system applying the principle of self-

dispatch, as well as carrying out other measures necessary for balancing, including activation of the relevant 

capacity based on the results of the balancing market; organization of the cross-border balancing mechanism, 

which, among others, includes the management of the provision of emergency assistance between electricity 

systems; registration of persons responsible for balancing, including balancing service providers, and 

assignment of relevant codes; The management and development of the electricity metering system necessary 

for the operation of wholesale markets, the availability of hourly metering data. The transmission system 

operator will purchase electricity on the organized wholesale market to compensate the losses in the 

transmission network. 

Distribution system operator is a subject of the organized electricity market which insures electricity 

purchase for compensating the losses in the distribution network and, at the same time, ensures management 

and development of the electricity metering system needed for  retail market operation, as well as  

accessibility of hourly metering data and/or relevant load profiles to relevant retail supplier. 

The most important participants of the wholesale market are electricity producers, who are structured 

as plants which have the public service obligation under the renewable energy support scheme (including 

the plants using guaranteed purchase contracts and the schemes supporting generation and use of energy 
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from renewable sources), deregulated plants (including small power plant with the capacity of up to 15 MW 

and plants with the capacity up to 65 MW built before August 1, 2008). The Electricity Market Concept 

Design defines the schedule of exemption from public obligation of electricity generating stations (Figure 

2.3). Plants with public obligations are mandatorily traded on the organized market and the positive 

difference between the market price and the tariff set by the Commission is returned to the fund existing 

with the wholesale public service organization. This Fund subsidizes the consumption of Abkhazia and the 

plants enjoying the support scheme benefits, and also ensures that the universal service provider and the 

public service provider are compensated at the organized market price through a contract for difference 

mechanism. 

 

 

 
 

Figure 2.3.   Schedule of Exemption from Public Obligation of Generating Power Plants 

 

The so-called Traders also participate in the wholesale electricity market they buy and sell electricity 

to wholesale market participants. The trader is authorized to trade with electricity both within the country 

and abroad, including import and export. 

According to the existing version of the Electricity Market Concept Design, consumers connected to 

the   35-110 kV voltage, with a monthly consumption of more than 0.4 million kWh, are mandatorily 

transferred to the free  market from July 1, 2021, as for all other consumers (except household consumers 

and small utilities), they are entitled to receive electricity at the consumer tariff regulated by the Commission 

until July 1, 2026 as a public service obligation. In accordance with the legislation, the status and criteria of a 

large consumer have been defined. Large consumer status entitles the consumer to trade on the wholesale, 

bilateral contracts, day-ahead and intraday markets, for which it  must be duly registered as a member of the 

balancing group, on the balancing and ancillary services market, as well as a participant on the day-ahead 

and/or intraday market and/or bilateral contracts market. It also has the right to trade on the retail market 

and choose several suppliers. 

On the consumption side, the wholesale market also includes independent suppliers who are 

authorized to buy electricity both in the organized and bilateral market. The organized market also includes 
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suppliers of universal service, public service and last resort, which supply electricity to the respective 

segments of the retail market. 

As for the retail market, along with large consumers, qualified consumers will purchase electricity 

from independent suppliers. The universal service supplier and public service supplier on the retail market 

supplies electricity to small utiliti es and household consumers as a public service obligation at a tariff  

regulated by the Commission. The same supplier is obliged to purchase the electricitysupplied to the network 

by micro generation power plants. 

 

2.2. Main Characteristics of the Electricity Market 
 

The main characteristics of the electricity sector of Georgia in 2023 (supply and consumption indicators) are 

given in Figure 2.4. 
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Figure 2.4. Electriricty Balance 
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Figure 2.5. Electricity Generation (busbar delivery) and Consumption 

 

In 2023, electricity generation (busbar delivery) has insignificantly increased by 1% compared to the 

previous year, and by 13.6% compared to 2021. It should be noted that one 20.3 MW and 6 small power 

plants with a total installed capacity of 8.7 MW were commissioned, the total installed capacity of the power 

plants put into operation in the reporting year amounted to 29 MW. Based on the data of 2013-2023, the 

generation of electricity in Georgia increases by an average of 3.7% every year, which, in addition to 

hydrology, is due to the electricity generated by power plants put into operation and renovated in the current 

years.  

As for electricity consumption, in 2023 in Georgia it decreased by 7.6% compared to the previous 

year, and by 4.3% compared to 2021. Electricity consumption in Georgia increased by an average of 3.3% 

annually in 2013-2023 (see Figure 2.5). 

In the structure of electricity generation, the share of electricity generated from thermal power plants 

(busbar delivery) insignificantly increased by 2% compared to 2022, and  1.5 times - compared to 2021, and 

the share of this in the total electricity generated amounted to 23.4%. The share of electricity generated from 

hydropower plants in the mentioned structure reached 76%, the mentioned data has not changed compared 

to the data of 2021 and it is 6.2% lower than the corresponding data of 2020. At the end of 2016 the share of 

electricity generated by the wind power plant put into operation was 0.6% (see Figure 2.6). 
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Figure 2.6.  Structure of Electricity Delivered by Power Plants to the Busbar 

 

In 2023, the share of electricity generated by regulated public service hydropower plants in the total 

electricity generated by hydropower plants amounted to 39%, the share of electricity generated by other 

partially deregulated producers was 27.3%, the share of deregulated hydropower plants amounted to 33.5%, 

in which the share of generated electricity (busbar delivery) by the  power plants with a capacity of more 

than 15 MW was 71.2%, and the share of small power plants constituted 28.8% (see Figure 2.7). 

 

Figure 2.7. Structure of Electricity Generation from Hydropower Plants 
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In 2023, regulated electricity supply companies (universal service supplier and public service 

supplier) are present with a significant share (51%) in the structure of electricity delivered to consumers, it 

should be noted that the corresponding data was 46% in the previous year. The share of direct consumers 

decreased from 26% to 21%, and the share of electricity supplied to Abkhazia was 21%. Despite the fact, that 

more and more companies are moving from  the regulated supplier service area to the free market in parallel 

with the market liberalization process, in 2023 the share of electricity consumed by public electricity 

suppliers has increased and the share of direct (large) consumers has decreased, which is caused by a sharp 

reduction in the electricity consumption of some of the largest consumers. The rate of self-consumption 

(hereinafter - S/C)  of power plants and losses of network companies have increased sharply from 2% after 

2020, to 5% in 2021, to 8% in 2022 and further to 9% in 2023. This is caused by adding indicators of 

distribution companies to that of transmission company after unbundling of activities (See Figure 2.8). 

 

 

Figure 2.8. Structure of Domestic Electricity Consumption 

 

In 2023, the volume of electricity import has decreased by approximately 2 times compared to the 

same data of 2022, while export in the same period has increased by approximately 1.5 times and amounted 

to 1,468  GWh (See Figure 2.9). 
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Figure 2.9. Electricity Import and Export 

  

As for the import and export of electricity in the reporting year by countries, it is presented in Figures 

2.10 and 2.11.  More than 1% of electricity was imported from Azerbaijan, and 98% of total  imported 

electricity from Russia was supplied to Abkhazia.   89% of electricity exports were made to Turkey, 5% to 

Armenia, and 6% to Azerbaijan. 
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                   Figure 2.11. Electricity Export by Countries 

 

 

The main feature of energy security in the electricity sector is the continuity of electricity supply. It 

can be ensured by meeting the demand for electricity in the country, by making maximum use of own 

resources. This, in its turn, will contribute to the substitution of import in the short term and thermal 

generation in the long term period.  

Dynamics of generation and consumption of electricity according to the months of 2023 is given on 

Figure 2.12. As it  can be seen from this Figure, during the autumn-winter period satisfaction of the demand 

for electricity through the existing capacities of hydro and thermal generation cannot be managed.  In order 

to satisfy the demand on electricity, electricity import  is needed. As for the second half of spring and the 

summer period, surplus water resources provide the opportunity to satisfy the demand for electricity and to 

export the remaining electricity. 
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Figure 2.12.  Electricity Generation-Consumption By Months (busbar delivery) 

 

 

Electricity supply and consumption in Georgia is characterized by seasonality. In general in 

Georgia, electricity consumption is higher in winter than in summer, and electricity supply is 

characterized by the opposite trend of seasonality. 

Accordingly, in terms of electricity load, Georgia was a winter peak country until 2023, 

however, as shown1 in Figure 2.13, the mentioned situation changed in the reporting year and 

Georgia became a summer peak country.   

Considering the above-mentioned, in the near future it will be possible to reduce the share 

of electricity import, due to the fact that the peak demand for electricity will be shifted to the summer 

period, when it will be possible to satisfy it using the existing local resources. On the other hand, by 

launching new generation facilities in the country's energy system, it will be possible to reduce the 

share of imported electricity to meet the electricity demand in winter period. 

 

                                                           
1 In order to forecast consumption of electricity in Georgia during the summer and winter periods, the Compound Annual 
Growth Rate (CAGR) is used, which is 3.4% for the winter period and 4.4% for the summer period. Based on the data of 
2011-2021, the summer period is defined as April-September, while the winter period is defined as October ςMarch. 
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Figure 2.13. Peak Load in Summer and Winter Periods 

 

 

 

 
 

Figure 2.14. Structure of Generation Capacities 
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local energy resources. Accordingly, along with hydro resources, other local hydrocarbon and renewable 

resources should be utilized as much as possible, including, first of all, wind and solar energy resources. 
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2.2.1. Retail Market 
 

Several amendments were introduced to the ñElectricity Retail Market Rulesò, approved by the 

Commission Resolution N47 of August 13, 2020 throughout the reporting year to comprehensively regulate 

some issues related to relations between suppliers and consumers on the retail market, with a focus on 

informing consumers and protecting their rights. In particular, the procedures for entering into a supply 

contract was clarified and precisely regulated. Consequently, in order to terminate the supply contract with 

a person registered as a consumer based on a lease/rental agreement on real estate, it became necessary to 

determine his/her will, if a third party requests registration as a consumer on the same real estate, with the 

consent of the owner. In addition, co-owner of real estate was empowered to enter into supply contract 

without submitting consent from other co-owners. 

According to the amendment introduced to the ñElectricity Retail Market Rulesò, the obligation of 

the universal service provider to have at least one service center in all self-governing cities, in the area of 

universal service provision, and to have at least two service centers in the region/territory, considering the 

location and referral of consumers (instead of all administrative centers), was clarified. This will help the 

electricity supplier to present the consumer's application/claim/appeal in a place more accessible to him/her, 

with minimum efforts and costs. 

The Commission has prolonged the settlement period for the excess electricity generated by the 

micro-generation power plant owner until April 30, 2024. Throughout this period, the consumer retains the 

complete right to net the generated and consumed electricity. At the conclusion of the reporting period, the 

universal service provider will purchase any excess kWh reflected as a positive balance on the consumerôs 

account. 

In Georgia, the activity of supplying electricity on the retail market is carried out by a universal 

service supplier for household consumers and small enterprises, and for other categories of consumers - a 

supplier of electricity as a public service: in the license area of  "Telasi" JSC - "Tbilisi Electricity  Supplier 

Company" LLC (Telmico) and in the license area of "Energo-Pro Georgia" JSC - "Ep Georgia Supply" JSC. 

The electricity retail market in Georgia is highly concentrated (HHI = 5,092), where the share of ñEP 

Georgia Supplyò JSC is 56.8% and the share of Telmico is 43.2%. 

The Herfindahl-Hirschman Index (HHI) is used to assess the level of competition on a particular 

market. It is calculated as the sum of the squares of the market shares (%) of the participants in the market. 

The HHI index can have a value between 0 and 10,000, where 0 means low market concentration (perfect 

competition) and 10,000 means perfect monopoly. According to the European Commission, if the HHI is 

greater than 1,000, then the market is concentrated, and if the index value is greater than 2,000, then the 

market is highly concentrated. 
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Figure 2.15. Consumption of Regulated Suppliers 

 

Figure 2.15 shows the volume of electricity consumed by regulated electricity suppliers by months 

in 2023. The Figure shows that the maximum consumptions of "Tbilisi Electricity Supplier Company" LLC 

and "EP Georgia Supply" JSC are fixed in January-December and July-August. This trend is due to the 

seasonality of electricity consumption in Georgia, where the increase in demand for electricity by household 

consumers in winter and summer periods plays an important role, tourism is added as well.  

 

 

 
 

Figure 2.16. Consumption in the Area of "Energo-Pro Georgia" JSC by Consumer Categories 
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In the area of "Energo-Pro Georgia" JSC, the consumption of household consumers made up 42% of 

the total consumption in the reporting year, and the consumption of non-household consumers was  58%. 

In the reporting year, the mentioned proportion did not change compared to 2022 (see Figure 2.16). 

 

 
 

Figure 2.17. Consumption of "Energo-Pro Georgia" JSC by Voltage Levels 

 

As for the volume of electricity supplied to retail consumers by "EP Georgia Supply" JSC  according 

to voltage levels, 76.2% of the total distributed electricity was consumed by consumers connected to the 0.4 

kV network, 1.5% by consumers connected to the 110-35 kV network, and 22.3% by consumers connected 

to the 6-10 kV network. (See Figure 2.17). 

In 2023, 62% of the consumption in area of Telmico is non-household, and 38% falls with household 

consumers. 

 

Figure 2.18.  Consumption of  "Telasi" JSC by Consumer Categories 
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The volume of electricity consumed by non-household consumers has increased by 4.4% 

compared to the previous year, and by 10% compared to 2021 (see Figure 2.18). 

 

 
 Figure 2.19. "Telasi" JSC Consumption by Voltage Levels 

  

Electricity distributed to consumers connected to the 0.4 kV voltage network in "Telasi" JSC network 

has a significant share (73%) in the total volume of distributed electricity. The share of consumers connected 

to the 6-10 kV network was 26.5%, and the share of consumers connected to the 110-35 kV network was 1% 

(see Figure 2.19).  

2.2.2. Wholesale Market 

In the reporting year, 106 producers of electricity were registered on the wholesale market, among 

them: 5 thermal power plants2 , 2 regulatory3  , 8 partially deregulated4 , 16 deregulated5 and 83 small 

(deregulated) power plants6. 

In 2023, market shares for the three largest producers of electricity were distributed as follows: for  

ñEnguri HPPò LLC - 25%, for ñGardabani Thermal Power Plant 2ò LLC - 9.2% and for ñEnergo-Pro Georgia 

Generationò LLC - 12.9%, while the HerfindahlïHirschman Index of the generation segment constituted 

HHI 2023 =916.17 . Consequently, we can evaluate the generation segment as a concentrated market. The 

mentioned indicators are given in the Table 1, according to years. 

                                                           
2 Thermal power plants: Gardabani 9th ŜƴŜǊƎȅ ōƭƻŎƪ όάaǘƪǾŀǊƛ 9ƴŜǊƎȅέ [[/ύΣ ŀƛǊ ǘǳǊōƛƴŜ όαD ǇƻǿŜǊά [[/ύΣ ¢ōƛƭǎǊŜǎƛ о ǊŘ ŀƴŘ пǘƘ ōƭƻŎƪǎΣ DŀǊŘŀōŀƴƛ ¢ƘŜǊƳŀƭ 

tƻǿŜǊ tƭŀƴǘ όάDŀǊŘŀōŀƴƛ ¢ƘŜǊƳŀƭ tƻǿŜǊ tƭŀƴǘέ [[/ύΣ DŀǊŘŀōŀƴƛ ¢ƘŜǊƳŀƭ tƻǿŜǊ tƭŀƴǘ н όάDŀǊŘŀōŀƴƛ ¢ƘŜǊƳŀƭ tƻǿŜǊ tƭŀƴǘ нέ [[/ύ 
3 Regulatory power plants: Enguri HPP and Vardnili HPP 
4 Partially deregulated power plants: Khrami 1, Khrami 2, Dzevrula, Zhinvali, Vartsikhe, Gumati, Rioni and Lajanuri HPPs 
5 Deregulated (design capacity of over 15 MW) power plants with an electricity production license: Shaori HPP, Ortachala HPP, Zahesi HPP, Chitakhevi 

HPP, Khadori HPP, Atshesi HPP, Larsi HPP, Paravani HPP, Dariali HPP, Khelvachauri 1 HPP, Shuakhevi HPP, Kirnati HPP, Old Energy HPP, Mestiachala HPP 
1 and Mestiachala HPP 2, Kartli wind power plant. 
6 Small power plants (power plants with the design capacity of less than 15 MW) without an electricity production license: the total of 83 power plants. 
7 The ownership of different power plants by the companies is considered in calculating the HHI index of 2023 
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Name/Year 2018 2019 2020 2021  2022 2023 

"Enguri HPP" LLC 33.4% 28.53% 24.8% 28.1%  26.6% 25% 

ñMtkvari Energyò LLC  7.28%      

ñVartsikhe HPPñ LLC 6.96%       

ñGardabani Thermal Power Plantñ LLC 9.76% 11.32% 18.52%     

ñGardabani Thermal Power Plant 2ñ LLC    7.9%  8% 9.2% 

ñEnergo-Pro Generationò LLC   12.75% 13.3%  12.2% 12.9% 

HHI  1,512.2 1,596 1,516 1,226.7  1,129.3 916.1 

 
Table 1. Market Shares of the Largest Producers and HHI  

 

Trading of electricity on the wholesale market is carried out by direct contract and on the balancing 

market operated by the Electricity Market Operator (ESCO), trade is carried out based on the standard 

conditions of the direct contract for the purchase and sale of balancing electricity, approved by the 

Commission.  

In 2023, electricity sold under direct contracts amounted to 12,425 GWh and electricity sold on the 

balancing market ï 2,492 GWh. Accordingly, the share of electricity trade through direct contracts made up 

86% of the total electricity supplied to the network, and the share of balancing electricity - 14%. As for the 

mentioned characteristics by months, they are shown in Figure 2.20.  
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Figure 2.20. Electricity Trading on the Balancing Market and through Direct Contracts 

 

As for the structure of electricity suppliers through direct contracts on the wholesale market by 

months, it is depicted in Figure 2.21. 
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Figure 2.21. Structure of Electricity Suppliers through Direct Contracts 

 

Structure of the electricity purchasers based on direct contracts according to months is shown on 

Figure 2.22. 

 

 

 
 

 

Figure 2.22. Structure of Electricity Purchasers through Direct Contracts 

 

The structure of the balancing electricity purchased by the market operator by months is depicted in 

Figure 2.23. 
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Figure 2.23. The Structure of the Balancing Electricity Purchased by the Market Operator 

 

The structure of the balancing electricity sold by the market operator in 2023 by months is presented  

in  Figure 2.24. 
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Figure 2.24. Structure of the Balancing Electricity Sold by the Market Operator 

 

Mainly electricity distribution companies and direct consumers will purchase balancing electricity 

from the market operator.  
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by 13.6% compared to the same data 

of 2022 (see Figure 2.25). As for the 

cost of balancing electricity sold by 

deregulated power plants to the 

market operator in the reporting 

year, it has increased by 12.2% on 

 
 

 

 

Figure 2.25. Weighted Average Cost of Balancing Electricity to be Sold by the Market 
Operator 

 

 

 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Self-Consumption + GSE+Distribution47.6%44.9%29.8%30.8%94.5%96.7%85.4%87.0%54.0%32.4%41.6%38.2%

Export 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 2.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Direct Consumers 34.6%18.0% 2.6% 3.6% 5.5% 3.3% 7.3% 13.0%10.9% 4.0% 2.3% 2.4%

Public Suppliers (USS+PSS) 17.7%37.1%67.7%65.6% 0.0% 0.0% 5.3% 0.0% 35.1%63.6%56.1%59.4%

Abkhazia 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

J
a

n

F
e

b

M
a

r

A
p

r

M
a

y

Ju
n

Ju
l

A
u

g

S
e

p

O
ct

n
o

v

D
e
c

6

8

10

12

14

16

18

20

22

T
e
tr

i/k
W

h.

2021 2022 2023



35 
 

average compared to 2022 (see 

Figure 2.26). 

 

 

 

 

 

 
Figure 2.26. The Cost of Electricity Sold on the Balancing Market by Deregulated 

Power Plants 

 

 

2.3. Unbundling of Activities  

 

Candidate Nomination Agreement for Distribution System Operator Compliance Officer: 

The compliance officer is an important novelty provided by the Law of Georgia "On Energy and 

Water Supply", the purpose of which is to comply with the separation requirements of the distribution system 

operator. For this purpose, the compliance officer is tasked with informing the Commission of any violation 

of the requirements and conditions established by the compliance program, eliminating conflicts of interest 

between managers and employees of the distribution system operator, and submitting a report to the 

Commission on compliance with the unbundling requirements.  

"Energo-Pro Georgia" JSC presented a candidate for compliance officer to the Commission for 

agreement on November 1, 2023. In order to determine compliance with the requirements of qualifications 

and independence of the compliance officer candidate specified by the "Distribution System Operator 

Unbundling Rules" approved by the Commission Resolution N39 of July 16, 2020, on December 12, 2023, 

with the participation of the Commissioners, an interview was held with the compliance officer candidate 

and the Commission made a decision to discuss the agreement issue of "Energo-Pro Georgia" JSC compliance 

officer candidate at the public meeting on January 18, 2024. 
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2.4. Licensing and Technical Regulation 

As of December 31, 2023, 27 licensees operating  in the electricity  sector of Georgia (See Annex 

N1),  are: 

¶ 22 in generation; 

¶ 2 in distribution; 

¶ 1 in transmission;  

¶ 2 in market operation. 

According to the Commission Decision No. 56/28 of November 30, 2023, public administrative 

proceedings were initiated to issue an individual administrative-legal act of the Georgian National Energy 

and Water Supply Regulatory Commission regarding the issuance of a electricity generation preliminary 

license to "Mestiachala Energy" LLC. 

According to the Commission Decision N 60/1 of December 21, 2023, "Mestiachala Energy" LLC was 

issued electricity generation preliminary license N 094, series 11, with  the condition that no later than 6 

months after the entry into force of the Decision, the following will be presented to the Georgian National 

Energy and Water Supply Regulatory Commission:  

- The administrative-legal act adopted by the construction permit-issuing authority "On 

commissioning (recognizing the construction-completed object as suitable) of t 20 MW hydropower 

plant "Mestiachala 1" located in Mestia municipality ;  

- Other documentation confirming the actual circumstances of meeting the license conditions required 

for the issuance of the electricity generation license and defined by the legislation. 

According to the Commission Decision N 60/13 of December 21, 2023, on the issuance of an 

electricity generation license to "Svaneti Hydro" JSC , a public administrative proceedings have been started 

to issue an individual administrative-legal act of the Georgia National Energy and Water Supply Regulatory 

Commission to amend the Decision N 23/20 of March 27, 2019 of the Georgian National Energy and Water 

Supply Regulatory Commission. This amendment was due to the fact that by the Decision of the National 

Agency of Public Registry of December 4, 2023, the organizational-legal form of the licensee was changed, 

the joint-stock company became a limited liability company. The  company name of "Svaneti Hydro" JSC 

became - "Svaneti Hydro" LLC. 

 

2.5. Main Results of Regulating Network Activities 
2.5.1. Transmission Activity 
 

An amendment was introduced to the "Network Rules" approved by Commission Resolution N 10 of 

April 17, 2014, which reflected non-standard connection to the transmission network. The purpose of the 

mentioned amendment is to reduce the period of connection to the transmission network and the possibility 
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for the consumer to perform network connection works. In addition, based on the law requirements, the 

transmission system operator presented to the Commission a Ten Year Transmission Network Development 

Plan (2024-2034), on which the Commission's notes and recommendations were prepared considering the 

existing practice. While considering the plan, the Commission was guided by the acute local problematic 

issues existing in the electricity  sector, the delay in the construction of generation facilities and transmission 

infrastructure facilities, caused by various objective or subjective processes, along with issues of general 

strategic importance. In addition, notes were made on the implementation of such projects, which require 

additional justification before being reflected in the plan. 

 

2.5.2. Main Results of the Regulation of Distribution Activities 
 

Throughout the reporting period, an amendment has been introduced to the "Rules for Electricity 

Distribution Network" approved by the Commission Resolution N19 of June 28, 2021, which has defined 

the rules and conditions for connecting small power plants to the distribution network. The mentioned 

amendment also determined the connection fees, within which the distribution system operators are obliged 

to ensure the readiness of the network. In addition, the Commission, based on the amendments, approved 

the conditions of the connection contract of the small power plant and the connection application forms. In 

2023, the actual investments made in 2022 were examined, on which the companies are obliged to submit 

an expert opinion issued by an accredited person/body regarding both the value and the compliance of the 

performed works with the standards. 

 

2.5.3. Quality of electricity service in the distribution network, continuity of supply and regulation of 

electricity quality 

 

The control of the reliability (continuity) of  electricity  supply is carried out in accordance with the 

"Service Quality Rules" (hereinafter - the Service Quality Rules) approved by the Commission Resolution N 

20 of June 28, 2021. The service quality rules establish requirements in relation to such issues as the 

registration of information about the reliability of e electricity supply by the electricity distribution licensee, 

the submission of this information to the Commission, and the analysis, verification and monitoring of the 

data submitted by the Commission through the Commission's electronic journal. Also, the mentioned rules 

provide, based on international practice, the following indexes for determining the reliability (continuity) of 

electricity supply: 

¶ Average duration of electricity outages per consumer - SAIDI minute/consumption; 

¶ Average frequency of electricity outages per consumer - SAIFI electricity 

outage/consumption. 

The Commission Resolution N9 of December 28, 2018 motivates companies to improve the annual 

indicators of the reliability of electricity supply to consumers as a financial incentive mechanism. Also, in 
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case of deterioration of the annual indicators of electricity supply reliability, there are appropriate 

sanctioning mechanisms, which are reflected in the above-mentioned Resolution and in the "Rules for 

Control and Licensing of Activities in the Electricity, Natural Gas, and Water Supply Sectors" approved by 

Commission Resolution N 23 of September 18, 2008. 

  

"Electricity Supply Reliability Monitoring Working Group" (hereinafter - Reliability Group) was 

established by the Order N133 of March 6, 2019 of the Commission Chairman, which is tasked with observing 

the dynamics of electricity supply terminations, systematically analyzing its causes and, based on this 

analysis, developing specific recommendations to correct the identified defects. 

The working group has examined the electricity outages recorded by ñTelasiò JSC in the electronic 

journal and the information requested from the company, where a total of 17,335 outages were recorded 

during 2023 (internal cause ï 10,554 and external cause ï 6,781). Based on the data of 2023, the planned and 

unplanned SAIDI indicator due to internal causes has amounted to 9 hours and 27 minutes, which compared 

to the same period of the previous year (9 hours and 43 minutes) has improved by 16 minutes. Due to internal 

causes, the planned and unplanned SAIFI indicator has amounted to 6.06, which has worsened by 0.09 

compared to the same period of the previous year (5.97). 

When comparing the data with the indicators of the previous year (see Tables 2 and 3), it was revealed 

that the data recorded in the 2022 electronic journal of ñTelasiò JSC, in particular, the SAIDI and SAIFI 

indicators, have deteriorated in relation to the reliability indicator of 2021, which requires further research, 

determination of causes and planning and implementation of appropriate measures. 

 

SAIDI 2023  2022  2021  2020  2019  2018  

Unplanned 4:04:16 3:39:33 3:48:57 4:12:05 3:25:32 3:52:39 

Planned 5:23:23 6:04:03 4:38:10 3:51:25 6:27:26 7:10:36 

Total 9:27:39 9:43:36 8:27:06 8:03:30 9:52:26 11:03:15 

 

Table 2. SAIDI Indicators Caused by Internal Cause of "Telasi" JSC 

 

SAIFI 2023  2022  2021  2020  2019  2018  

Unplanned 3.53 3.38 3.85 4.07 3.20 3.30 

Planned 2.53 2.59 2.02 1.68 2.70 2.40 

Total 6.06 5.97 5.87 5.75 5.90 5.70 

 

Table 3. SAIFI Indicators Caused by Internal Cause of "Telasi" JSC 

Note: The supply reliability indicators (SAIDI and SAIFI) in "Telasi" JSC network are being revised 

in the Commission.  
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The working group has examined the electricity interruptions recorded by "Energo-Pro Georgia" JSC 

in the electronic journal and the information requested from the company. According to the information 

requested from the company, a total of 73 448 long-term outages were recorded throughout 2023 (internal 

cause ï 54,528 and external cause ï 18,920), based on the data of which, the planned and unplanned SAIDI 

indicator due to internal cause has amounted to 55 hours and 8 minutes, which compared to the same period 

of the previous year (60 hours and 10 minutes) has improved by 5 hours and 2 minutes. Due to internal 

reasons, the planned and unplanned SAIFI indicator amounted to 29.71, which has improved by 6.21 

compared to the same period of the previous year (35.92).     

As for the comparison of the data with the indicators of the previous year, the data of electronic 

journals were also used here (see Tables 4 and 5). It was revealed that the data of "Energo-Pro Georgia" JSC 

in 2022 has worsened significantly compared to the data of 2021 which requires further research, 

determination of underlying causes and planning and implementation of appropriate measures.   

 

 

SAIDI 2023  2022  2021  2020  2019  2018  

Unplanned 28:39:46 31:22:20 18:55:24 20:26:52 25:41:30 32:38:46 

Planned 26:28:46 28:47:42 20:16:35 19:05:46 29:44:50 35:32:36 

Total 55:08:32 60:10:02 39:11:59 39:32:38 55:26:20 68:11:22 

 

Table 4. SAIDI Indicators Caused by Internal Cause of "Energo-Pro Georgia" JSC 

 

 

SAIFI 2023  2022  2021  2020  2019  2018  

Unplanned 20.20 25.09 13.88 14.44 16.90 20.00 

Planned 9.51 10.83 7.62 7.11 10.40 11.87 

Total 29.71 35.92 21.50 21.55 27.30 31.88 

 

Table 5. SAIFI Indicators Caused by Internal Cause of "Energo-Pro Georgia" JSC 

 Note: The supply reliability indicators (SAIDI and SAIFI) in "Energo-Pro Georgia" JSC network are 

being revised in the Commission. 

 

Based on the above-mentioned, the Reliability Group continues to work in the direction of 

companiesô electricity supply continuity indicators, further clarification and identification of underlying 

causes. 
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2.5.4. Regulation of Electricity Losses in the Transmission and Distribution Networks 

 

   Determining the normative losses of electricity in the transmission and distribution network is one 

of the important functions of the Commission and serves to optimize their purchase costs it at the same time 

is an important energy efficiency measure with regards to reducing negative environmental impact and 

emissions. 

Comparing the analysis of the actual losses of the reporting year of the network companies with the 

indicator of the previous year creates clear representation of the efficiency of the companies' activities and 

the trends of network planning and development. In the reporting year, the actual total loss in the electricity 

transmission network has amounted to 2.06% (see Figure 2.27). The mentioned indicator has deteriorated by 

4.5% compared to the previous indicator of 2022. It should also be noted, that the actual loss in the 

transmission network has exceeded the normative loss by 7.2%, that is why "Georgian State Electrosystem" 

JSC addressed the Commission in writing and requested to recalculate the normative losses set in the 

electricity transmission network. 

In the four-month interval (January, February, April, May) of the third year of the regulatory period 

(2023), the amount of actual losses in the transmission licensee network has exceeded the amount of the 

normative loss (1.92%) approved by the Commission - by 10.81%, and in the six-month interval (January, 

February, April, May, June, July) has exceeded - 15.32%. 

Since the recalculation of normative losses was requested in the third year of the regulatory period, 

the normative loss set in the electricity network of the transmission licensee in the specific regulatory period 

was adjusted in accordance with Article 7, Paragraph 4, (b.a) (b.b) of the "Rule of Calculation of the Electricity  

Normative Losses" approved by  the Commission Resolution N 14 of June 10,2021. The amount of the 

normative loss for the remaining regulatory period was determined to be 1.97% and it was approved by the 

amendment made by the resolution N 45 of November 15, 2023 in the Commission Resolution N 34 of 

December 12, 2017  "On Approval of Electricity Normative Losses in the Electricity  Networks of the Georgian 

Energy System".  
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Figure 2.27. Losses in Transmission Network 

 
Actual losses in the network of ñEnergo Pro Georgiaò JSC has constituted 576 GWH that is a 10.36% 

of the electricity recieved in the network and exceeds approved normative norm (9.80%). The company has 

not applied to the Commission regarding recalculation of normative losses. 

 

 

 

 

 
 

Figure 2.28. Losses in the Network of ñEnergo-Pro Georgiaò JSC 
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As for "Telasi" JSC, the actual losses of the company has amounted to 201.61 GWh, which is 5.82% 

of the electricity received in the network and insignificantly has exceeded the normative loss by 1%. It should 

be noted, that the percentage indicator of actual losses in "Telasi" JSC network in 2022 has exceeded the 

values corresponding to the normative loss of 5.74% approved by the Commission by 5.75%. That's why 

"Telasi" JSC has addressed the Commission in writing and has requested to recalculate the electricity 

normative losses  in its distribution network. 

The recalculation of the electricity normative losses in JSC "Telasi" network was carried out in 

accordance with the Article 7, Paragraph 4 (b.a) (b.b) of the "Rule of Calculation of Electricity Normative 

Losses " approved by the CommissionResolution N14 of June 10, 2021, and which was approved with the 

amendment introduced by the Commission Resolution N 46 of November 15, 2023 to the Commission 

Resolution N 34 of December 12, 2017 "On Approval of Electricity Normative Losses in the Electricity  

Networks of the Georgian Energy System", namely: 

The total electricity normative loss in "Telasi" JSC network, from its receipt  in the distribution 

network is5.96%, including: 

110(35) kV voltage level - 1.26%; 

10(6) kV voltage level ï 2.98%; 

 0.4 kV voltage level - 1.72 %. 

 

 
 

 
Figure 2.29.  Losses in the Network of ñTelasiò JSC 
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2.6. Pricing and Tariff Regulation (electricity)  

2.6.1. Legal and Methodological Fundamentals 

The basis for the calculation of electricity tariffs for enterprises subject to tariff regulation in the 

electricity sector by the Commission (hereinafter - the enterprise) is the Law of Georgia "On Energy and 

Water Supply" and in accordance with the requirements of the same law, the tariff methodologies 

developed by the Commission and approved by the normative administrative-legal act. 

Based on the tariff methodology, the principles of "incentive" (marginal revenue regulation) and 

"expenditure plus" regulation established  in international practice are used for the calculation of electricity 

tariffs, which ensure the stability of the enterprise's operation and stimulate the growth of efficiency, 

reimbursement of reasonable expenses and reasonable profit.  

Within the framework of the public service provided by the law, which is imposed by the 

Government of Georgia upon the enterprise for relevant electricity activity, the Commission is authorized 

to determine the electricity tariffs for the final consumer served by the public service provider based on 

the tariff methodology approved by the Commission. 

Except for some minor clarifications and legal formations, the tariff methodological amendments 

implemented during the reporting year mainly concern the new rate determination of weighted average 

cost of capital (WACC) in the calculation methodologies of electricity generation tariffs and guaranteed 

capacity fees, for the next three-year period of tariff regulation. The Commission determines the weighted 

average cost before tax (profit tax), and hereby the renewed norm of return in regulated assets base 

amounted to 15.73% (before tax), where the rate of debt(rd) is 15,41%, while the rate of short-term debt 

(rsd) is 13,47%, also the calculation of supply tariffs methodologies, wholesale market service fee and 

methodologies of intra-day and day ahead electricity market operator's service fees, new interest rates were 

determined for  long-term debts and deposits (long-term debt rate- 15.67%, deposit rates-10.12%), which 

are also set for every subsequent one-year regulation period.  

In accordance with the requirements of the methodology for calculation of guaranteed capacity fee 

and electricity generation tariff of guaranteed capacity source, approved by the Commission, for the period 

of validity of the first and second half of 2023, the agreements for the purchase of natural gas of guaranteed 

capacity sources (thermal power plants) were implemented and as a result, for the entire reporting period, 

the price of each thousand cubic meters of natural gas to be supplied for production purposes was still 

determined as 143 US dollars without VAT, and the settlement  as well was in the national currency (GEL) 

at the exchange rate established by the National Bank of Georgia in relation to the US dollar to GEL for the 

last day of the reporting month. 
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2.6.2. Tariff Regulation and Sector Tariffs 

According to the tariff methodologies and regulations approved by the Commission, the tariffs are 

set for the regulation period and for a specific energy enterprise individually, namely: tariffs are set over a 

five-year period for distribution and transmission in the electricity sector, tariffs are set for 3 years for 

hydropower plants subject to public service obligation.In case of thermal power plants guaranteed capacity 

fee is set annually (for 1 year period),  guaranteed capacity source generation tariff is set monthly, based on 

actual data, in case of suppliers subject to public service obligation tariffs are set also for one year period . 

2023 was another year of tariff calculation for a number of regulated enterprises of the electricity 

sector. The Commission for a number of regulated enterprises of the electricity sector, within the framework 

of the public administrative proceedings established the relevant tariffs and fees based on the tariff 

applications and the necessary documents attached. The mentioned process affected 8 licensees of electricity 

generation subject to public service (4 hydropower plants and 4 thermal power plants), 2 enterprises subject 

to public service supply activities in the electricity sector and also, for the correction purposes, 2 operators 

of electricity distribution system. 

As a result, by the Commission Resolutions No. 51-54 of December 7, 2023, the construction of 

"Gardabni Thermal Power Plant" LLC (combined cycle air turbine), "Gpower" LLC (air turbine), "Mtkvari 

Energy" LLC (9th power unit) and "Georgian International" LLC was approved. "Energy Corporation" (Blocks 

3 and 4 ) guaranteed capacity fees of thermal power plants, while the marginal tariffs of electricity production 

of the guaranteed power source are published monthly on the Commissionôs official website. Resolutions 

N55-56 of  December 14, 2023 and Resolution N64 of December 25, 2023 approved the fixed electricity 

generation tariffs of  ñEnguri HPPò LLC and ñVardnili HPP Cascade hydropower plants  and the marginal 

electricity production of "Energo-Pro Georgia Generation" (Lajanuri HPP, Gumati HPP Cascade, Dzverula 

HPP) tariffs. Also, the threshold tariff for electricity production of "Georgian Water and Power" LLC (Jinvali 

HPP) was established by the Commission Resolution N 77 of December 28, 2023. These tariffs are presented 

in Figures 6 and 7. 
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Determination of guaranteed capacity fees (GEL/day) 

Enterprise   activity/plant 2024 

"Mtkvari Energy" LLC Tbilsresi Block 9 

           

66,204  

"International Energy Corporation of 

Georgia" LLC Tbilsresi Block 3 

           

26,481  

"International Energy Corporation of 

Georgia" LLC Tbilsresi Block 4 

           

28,884  

"G-Power" LLC Air turbine thermal power plant 

           

45,537  

"Gardabni Thermal Power Plantò LLC Combined cycle thermal power plant 

         

370,814  
Table 6. Electricity Tariffs Established in 2023 (Thermal Power Plants. Guaranteed Capacity) 

 

 

 

Determination of Electricity Generation Tariffs (Tetri / kWh)   

Enterprise Generation facility   2024-2026 

"Engurhesi" LLC Enguri HPP 2.412 

ñVardnili HPP Cascadeò LLC Vardnili HPP 3.067 

"Georgian Water and Power" LLC Jinvali HPP 3.625 

"Energo Pro Georgia Generation" JSC Lajanuri HPP 2.133 

"Energo Pro Georgia Generation" JSC  Dzevrula HPP 1.374 

"Energo Pro Georgia Generation" JSC  Gumati HPP 8.296 
Table 7. Electricity Tariffs Established in 2023 (Hydropower Plants. Generation) 

 

In addition, the distribution tariffs set for 2024-2025 tariff years for "Telasi" JSC and "Energo-Pro 

Georgia" JSC were adjusted, and accordingly, new (adjusted) tariff rates were approved by the Commission 

Resolutions N49 of November 30, 2023 and N63 of December 25, 2023. 

Considering the postponement of the electricity market launching date during the reporting year, 

from March 31 to July 1, 2023 and from July 1 to December 31, 2023, the Commission Resolutions N10-15 

of March 29, 2023 and N30-35 of June 29, 2023 have extended the validity of the temporary electricity 

supply consumption tariffs (universal service supply, public service supply, last resort supply) of  "EP Georgia 

Supply" JSC and  ñTbilisi Electricity Supplier Company" LLC which were approved by the Commission 

Resolutions N29-34 of June 29, 2021. New tariff rates for electricity supply have been determined by the 

Commission Resolutions N71-76 of December 28, 2023 valid from January 1 to July 1, 2024 (before 

launching of the electricity market).  The final consumption tariffs for the mentioned suppliers consist of 

the sum of the supply and distribution tariffs, as well as the transmission tariff, established by the 

Commission for the same enterprises. 

Information on final consumption tariffs and their components is given on Annex N5.  
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2.6.3. Comparative Analysis of Tariffs 
 

In order to assess the severity of consumer tariffs in Georgia, Table 8 and Figure 2.30 represent 

household electricity tariffs in different countries. 
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Country Household Tariffs (Tetri/kWh) 

Azerbaijan 15.552 

Georgia 22.360 

Turkey 23.566 

Bosnia and Herzegovina 26.181 

Albania 28.721 

Serbia 29.183 

Montenegro 29.265 

North Macedonia 31.266 

Armenia 31.391 

Bulgaria 32.289 

Hungary 33.624 

Iceland 35.867 

Norway 37.979 

Malta 41.719 

Croatia 44.273 

Moldova 52.860 

Slovenia 53.240 

Luxemburg 53.664 

Slovakia 54.240 

Finland 55.277 

Poland 56.280 

Estonia 59.164 

Sweden 61.829 

Portugal 62.437 

France 63.557 

Greece 70.859 

Ireland 71.880 

Spain 72.130 

Austria 77.353 

Lithuania 82.960 

Czech republic  87.140 

Latvia 89.894 

Denmark 107.468 

Cyprus 107.570 

Italy  115.666 

Germany 120.293 

Romania 120.564 

Liechtenstein 122.518 

Belgium 122.781 

Holland 128.618 

 

Table 8.  Household Tariffs in Different European Countries (Tetri/kWh) (Including Taxes) 
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Figure 2.30. Household Tariffs in Different Countries (Tetri/kWh) (Including Taxes) 

 

2.6.4. Performance Analysis of Investment Projects 

 

In accordance with the principles determined by the relevant tariff methodologies approved by the 

Commission Resolution N68 of December 15, 2020, the tariff set for enterprises should include both the 

implemented investments and the investments to be made by the electricity transmission and distribution 

system operators, in accordance with the investment plan agreed by the Commission in accordance with the 

Law. In this context, when reviewing tariff applications, the Commission pays special attention to the 

analysis and monitoring of both implemented and ongoing investment projects. 

When calculating tariffs on the basis of tariff methodologies, the Commission, in the regulated assets 

base of the enterprise, reflects the planned investments in the tariff calculation year and the tariff year in 

accordance with the investment plan presented by the electricity transmission and distribution licensee, 

which must be agreed with the Commission in advance before the tariff is set. The enterprise is obliged to 

provide justification for the necessity of the investments as well as the anticipated effect and benefits upon 

implementation.  

If the enterprise does not meet the intended target index due to the investments made (including 

service standards), the Commission has the authority to apply the sanctioning mechanisms provided by the 

current legislation. Conversely, if the enterprise achieves better indicators than the planned target indicator, 

the Commission may utilize incentive mechanisms for such enterprises. 

The electricity distribution licensees are obliged to provide detailed report on the actually performed 

works on the investment projects agreed by the Commission with the individual normative-administrative 
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legal act, separately for each project, also licensees are obliged to additionally provide expert conclusions about 

the actually performed works within a reasonable period of time for construction (installation)-rehabilitation 

investment projects specified by the Commission. 

As a result of the study and analysis of the investment projects, the compliance of the technical and 

economic indicators with the pre-agreed investment plans will be determined, and subsequently the 

electricity distribution, transmission and consumption tariffs established for the licensed enterprise will be 

adjusted (if necessary).  

As a result of the targeted investment made by the relevant licensee of the electricity sector, the 

improvement of the reliability, safety and appropriate quality of electricity indicators of the generation 

facilities providing public service and the electricity network should be achieved. 

 

 

Figure 2.31. Planned and Actually Implemented Investments in the Electricity Sector by 2023 (Thousand GEL) 

  

In 2023, the investments actually made by electricity generation, transmission and distribution licensees 

subject to tariff regulation in the electricity sector amounted to 347,296 thousand GEL, the indicators of which 

according to each activity and source of financing are presented in Figures 2.32 and 2.33. 
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   Figure 2.32. Investments Made in 2023 by Activities (Thousand GEL) 
 

 

Figure 2.33. Source of Financing of Investments Made in 2023 (Thousand GEL) 
 

 

The goal of electricity distribution system operators is to increase the efficiency and reliability of 

electricity supply in their license area, as well as to increase capacity for further development of the electricity 

network, thatôs why the investments are made every year. In 2023, the amount of investments made into the 

network by óôTelasiñ JSC  has amounted to 53,055 thousand GEL. Out of this, 19,743 thousand GEL will be 

spent on technical renovation, reconstruction (35-110 kV and 6-10 kV substations, 110-35 kV overhead 
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transmission lines, 0.4-10 kV cable infrastructure, etc.) and major repairs (35-110 kV and the electrical and 

construction part of 6-10 kV substations, repair and replacement of subscriberôs metering nodes) were used for 

the implementation of the projects. 31,358 thousand GEL was spent on the projects of connecting new 

subscribers to the distribution network and expanding the network, within the framework of which 6,572 new 

connection were completed by 2023, and the income received from the fee for joining the distribution network 

of new subscribers amounted to 30,847 thousand GEL without VAT. In addition, various necessary tools and 

equipment, office appliances and software were purchased, which amounted up to 1,954 thousand GEL. 

"Energo-Pro Georgia" JSC made investments in similar directions, which amounted up to 159,231 

thousand GEL by 2023. SCADA system was installed in 8 substations as part of the made investments; In 

35/110 kV substations, 32 power generators of different capacities and 545 pieces of 10-6/0.4 kV transformers 

in the network were repaired, substation buildings were repaired, water was supplied to the substations and 

new switchboards were installed, various types of rehabilitation and installation works were carried out on 

electricity transmission lines; The rehabilitation works also affected 10/6 kV, in particular, 690  power 

transformers were installed in the network, 9560 pillars and 560 wires were installed, cables were replaced 

and installed, insulation, the transformer points were fenced, roofed and repaired, and 86 modular substations 

and 151 packaged transformer substation were replaced and rehabilitated. 187 units of voltaic cells were 

arranged, 29 vacuum type circuit breakers were arranged in the central distribution points, 10 reclosers, 48 

line cells of external installation and 675 line disconnectors were installed in the network. Within the 

framework of the rehabilitation of Kakheti 0.4 kV network, 14,212 poles, 429.4 km of self-supporting 

insulated cable were installed, as part of the rehabilitation of the Kakheti 0.4 kV network ï 2,959 poles, 208 

km of SIP cable and 10,208 meters were installed. 

The investments made in 2023 by the electricity distribution system operators -"Energo-Pro Georgia" 

JSC and "Telasi" JSC are given in Figure 2.34. 

 

  
Figure 2.34. Investments Made in 2023 by the Electricity Distribution System Operators - "Energo-Pro Georgia" JSC and "Telasi" JSC 
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2.7. Promotion of Renewable Energy and Energy Efficiency 

 

Georgia is rich in various sources of renewable energies. While water resources have historically 

played a leading role in Georgia, alternative renewable sources (such as wind, solar, etc.) are becoming more 

and more important. 

According to the Law of Georgia on Promoting the Generation and Consumption of Energy from 

Renewable Sources, the Commission is responsible for executing all measures aimed at facilitating the 

integration of electricity producers utilizing renewable sources into the network and market. This includes 

providing priority and guaranteed access to the network. It is worth noting that for this purpose, the 

Commission introduced changes to the Distribution Network Rules and established the terms and fees for 

connection to the network in order to determine the non-discriminatory conditions and forecast costs of 

connecting small power plants to the network (for detailed information see section 2.5.2). 

By this same law, the Commission was  mandated to  approve the Rules for the "Certificate of Origin 

of Electricity Generated from Renewable Sources". The Certificate of Origin is a voluntary mechanism. It 

allows the final consumer to contribute to the development of electricity generated from renewable sources 

and reduce the negative impact on the environment. The supplier who publicly offers electricity generated 

from renewable sources to the final consumer is obliged to confirm the origin of the electricity consumed 

wi thin the scope of this offer with certificates of origin8. 

The transmission system operator ensures the issuance of Certificates of Origin. Accordingly, in 2023, 

"Georgian State Electro System" JSC introduced the GREXEL platform, within the scope of which Certificates 

of Origin are issued, transferred and revoked. As of 2023, 49 power plants, 2 large consumers, 2 traders and 

1 supplier were registered on the platform, and 50 certificates of origin were transferred. By 2023, no 

Certifi cates of Origin have been revoked.  

In addition to the above, the Commission is assigned a leading role in the regulation and promotion 

of micro-generation power plants, for which so called "Net Metering" Rule has been in effect since 2016 (for 

detailed information, see section 2.7.1). 

According to the Law of Georgia ñOn Energy Efficiencyò, the Commission has the right to consider 

measures to improve energy efficiency during the planning and operation of the network infrastructure by 

the transmission and distribution system operators. For this purpose, in the five-year distribution network 

development plan, the Commission agreed on a plan to replace existing power transformers with energy-

efficient transformers by ñTelasiò JSC and ñEnergo-Pro Georgiaò JSC. Also the measures planned by ñEnergo-

Pro Georgiaò JSC, in particular: replacement of primary and secondary commutation at substations with 

                                                           
8 Directive (EU) 2018/2001 of the European Parliament and of the Council of 11 December 2018 on the Promotion of the 
Use of Energy from Renewable Sources, definition 59 https://eur-lex.europa.eu/eli/dir/2018/2001/oj 
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modern energy-efficient devices; installation of capacitor batteries in the distribution network; increasing 

the cross sections of wires and cable lines in the network. 

 

2.7.1.  Outcomes of the Introduction of Net Metering Regulation 

 

One of the traditional and widespread policies for the development of consumer-owned power plants 

is the so-called Net Metering, which is also popular in Georgia. This above-mentioned incentive mechanism 

came into force in Georgia in 2016, with the relevant resolution9 adopted by the GNERC. Initially, individual 

connections were allowed, which spurred interest in micro-power plants at the consumer level. In the second 

phase, in 2019, the Commission made amendments to the above-mentioned regulation, which provided for 

the possibility of joint involvement by a group of consumers in the net metering program. In 2020, by the 

Commissionôs decision, maximum available installed capacity of the micro power plant increased from 100 

kW to 500 kW. According to the information available to the Commission, at the end of 2023, 314 subscribers 

used a net metering scheme in the area of "Telasi" JSC with a total capacity of 24.656 kW, and 829 subscribers 

- in the area of "Energo Pro Georgia"  JSC with a total capacity of 42,897 kW. In 2023, a total of 1143 

subscribers were registered in the net metering system, with a total capacity of 67,552 kW. In total, in 2023, 

the installed capacity of micro power plants included in the net metering increased by 70% compared to the 

previous year. 

Figure 2.36 indicates the dynamics of the development of micro power plants in Georgia in the period 

of 2016-2023. 

                                                           
9 Electricity (capacity) Supply and Consumption Rules approved by Resolution N 20 of September 18, 2008 of the Georgian National Energy and 

Water Supply Regulatory Commission 

 

 
 

Figure 2.35. Representative Scheme of Net Metering 

 

The consumerôs active involvement in 

the operation of the retail electricity market is a 

modern trend in the development of the 

electricity market. A well proven way of the 

above mentioned process is to meet the 

consumer's own consumption through micro 

power renewable energy sources, which is 

supported by various incentive policies at the 

international level. 
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Figure 2.36. The Dynamics of the Development of Micro Power Plants in Georgia in the Period of 2016-2023 

An essential phase for developing micro power plants was the adoption of the Laws of Georgia on 

ñEnergy and Water Supplyò and ñPromoting the Generation and Consumption of Energy from Renewable 

Sourcesò, by the Parliament of Georgia on December 20, 2019. The adoption of the above-mentioned laws, 

together with other issues, has opened up new opportunities for improving the net metering program and 

for more active promotion of the development of micro power plants. 

Namely, the new legislation stipulates the increase of the power limit of a micro generation power 

plant from 100 kW to 500 kW, which gives the Commission the authority to cover more and larger capacity 

power plants in the net metering program. Additionally, the obligation of physical placement of the micro 

power plant at the electricity consumption place is abolished, which will undoubtedly contribute to 

expanding the geographical area of energy source placement and providing more opportunities for 

stakeholders. The Commission continues to improve/enhance the net metering regulation following the 

requirements of the new legislation. 

It should also be also noted that under the ñElectricity Retail Market Rulesò, approved by the Commission 

Resolution N47 of August 13, 2020, which came into force on July 1, 2021, the excess electricity generated 

by the micro power plant and supplied to the distribution network will be purchased by the universal service 

provider operating in the relevant area. 
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3. Natural Gas Sector 

 

In Georgia, natural gas remains the primary source for meeting final energy demands. The share of 

natural gas in total energy consumption is small, however, it is characterized by an increasing trend. In 2023, 

Georgiaôs natural gas demands were met by imports for 99.5%, with domestic production accounting for the 

remaining 0.5%. The Republic of Azerbaijan serves as the primary source of gas supply.  

 

3.1. Natural Gas Market 

According to Georgiaôs energy balance, the share of natural gas in total energy consumption was 

41.8%. A decrease in the share of coal, biofuels, and waste is observed, which can be attributed to increased 

gasification and the substitution of natural gas for solid fuels (see Figure 3.1).  

 

 

 
Figure 3.1. Energy Balance of Georgia 

 

In 2023, Georgia received natural gas from four main sources.  With reference to Figure 3.2, it is 

possible to estimate the size of the Georgian natural gas market 

and track the movement of the main gas flows in 2023.  
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Figure 3.2. Natural Gas Balance10 

 

 

3.1.1. Market Structure and Entities 

 

The natural gas market encompasses two primary segments: retail and wholesale natural gas markets. 

Georgia currently lacks an organized natural gas market. Consequently, natural gas buying and selling on the 

wholesale market occurs solely through bilateral agreements. Suppliers import natural gas (or purchase small 

volumes of produced natural gas) and resell it to other suppliers, while at the retail level suppliers deliver 

directly to final consumers. This does not prevent a single supplier from operating at both market levels. 

Socar-related companies still dominate the wholesale and retail markets. Consequently, the market 

is concentrated at both levels, making access to natural gas at a competitive price a major challenge for 

deregulated consumers.  

 

                                                           
10 The data used in this chapter are preliminary and may change as a result of audited data submitted by regulated 

enterprises. 
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In 2023, the natural gas market comprised 28 active suppliers. Of these, 11 participated in both 

wholesale and retail markets, while the remaining 17 operated in the retail market exclusively (see Annex 

8). 

The physical delivery of natural gas to final consumers is ensured by the natural gas transportation 

licensees, who are responsible for transporting gas from its extraction or import source to designated entry 

points, and distribution licensees. The structure of the natural gas market of Georgia is shown in Figure 3.3. 

 

 
Figure 3.3. Natural Gas Market Structure 

 

 

3.1.2. Unbundling of Activities 

Unbundling of distribution system operators 

According to the Law of Georgia on Energy and Water Supply the distribution system operator, 

which is part of a vertically integrated enterprise, must be independent, at least in terms of legal form, 
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organizational arrangement, and decision-making, from other activities that do not relate to the distribution 

activities. 

The ñDistribution System Operator Unbundling Rulesò, approved by Commissionôs Resolution N39 

of July 16, 2020, describe in details the legal, functional (management), account unbundling, and 

independence requirements, as well as the related procedures for the distribution system operator. The 

Resolution applies to distribution system operators in the electricity and natural gas sectors, excluding small 

system operators serving up to 100,000 customers. 

It should be noted that in the reporting year, an agreement was reached as a result of working-format 

negotiations with the licensees of natural gas distribution, namely ñSocar Georgia Gasò LLC, ñTelavgasò LLC, 

and ñSakorgasò JSC, regarding the presentation of the updated unbundling plan to the Commission in 

accordance with the unbundling model and legislation. 

Granting approval for disposal of shares/operating assets and merger of companies by the network 

system operator: 

The Law of Georgia on Energy and Water Supply regulates matters related to the procedures for the 

disposal of shares/operating assets by the system operator and the implementation of the merger of 

companies. In particular, the first paragraph of Article 161 of the Law stipulates the obligation of the relevant 

system operator to notify the Commission in advance if there is an intention to merge the system operator 

and/or dispose of 5 percent or more than 5 percent of shares, or 5 percent or more than 5 percent of the total 

value of operating assets, or change the controlling person (ultimate beneficiary). This change creates the 

possibility of a natural or legal entity resident in a third country exercising control over the system operator 

and/or operational assets. 

Throughout 2023, the Commission received one notification regarding the transfer of 100% of shares 

of "Varketiliair" LLC to "Tbilisi Energy" LLC. The Commission thoroughly examined the documents and data 

required by legislation and determined that the proposed transactions would not result in a decline in the 

services provided by the system operator to system users. It was also concluded that the system operator 

would remain in compliance with the legislative requirements of Georgia, including the conditions of its 

license, and there would be no adverse impact on the system operator's tariff. Accordingly, based on 

Commissionôs decision N52/1 of November 2, 2023, approval was granted for the transfer of 100% of the 

shares of "Varketiliair" LLC to "Tbilisi Energy" LLC. 

 

3.1.3. Key Features of the Market 

As mentioned, the natural gas market, according to its essence and characteristics, can be divided 

into retail and wholesale markets. In the wholesale market, natural gas is traded between traders, trader and 

licensee (for loss reimbursement purposes), between the trader and the supplier, while in the retail market, 

natural gas is supplied to final consumers.  



59 
 

 

3.1.3.1. Natural Gas Wholesale Market 

 

The Republic of Azerbaijan remains the main source of natural gas supply to Georgia. Georgia meets 

80% of its natural gas demand through various contracts with Azerbaijan.  At the same time, Georgia transits 

natural gas from the Russian Federation to the Republic of Armenia, which in 2023 was 9 % lower than last 

year. 

In 2023, similar to the previous year, Georgia maintained a relatively high rate of natural gas inflows 

from Russia. This is directly linked to the country's increased natural gas consumption, with peak daily usage 

reaching high levels (within 15-20 mln m3). Furthermore, the contracted capacities of natural gas at entry 

points from the Azerbaijan side were insufficient to meet domestic consumption fully, necessitating 

additional imports.   

In 2023, demand on natural gas on the Georgian market amounted to 2,966 mln m3, which is slightly 

less than last year's figure. To meet the demand, natural gas was imported into the country by two suppliers. 

In total, 99.5% of Georgia's demand for natural gas was met by imports, and the rest by local production. The 

purchase of local production and injection into the Georgian natural gas transportation system was carried 

out by two suppliers, one of which is also an importer. Accordingly, natural gas placement (import and local 

production) in the natural gas market of Georgia was carried out by a total of four suppliers (ñGeorgian Oil 

and Gas Corporationò JSC, ñBagoò LLC, ñSocar Georgia Gasò LLC, ñBookup Solutionsò LLC).  The Herfindahl-

Hirschman Index (HHI) among suppliers at this level of trade (placement of natural gas on the wholesale 

market) was 5,222, indicating a highly concentrated market.  The index is slightly worse than in previous 

years, mostly reflecting the changes in the share of natural gas sources rather than any changes in the market 

in terms of competition.  A similar situation is especially typical for countries that are insufficiently 

connected with neighboring countries and/or there is a lack of importers interested in exploiting different 

sources in the market.    

Information about natural gas received in Georgia in 2023 is given in Table 1. 
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Natural Gas Entry Point 2019 2020 2021 2022 2023 

Azerbaijan 

Import 1,229 1,183 1,132 1,411 1,081 

Additional 

and optional 
-  -  -  -  963 

Azerbaijan - South 

Caucasus Gas pipeline 

Import 339 259 25 -  -  

Additional 

and optional 
853 900 1,026 1,146 413 

 Russia 162 204 397 520 596 

 Armenia -  19 -  -  -  

Local extraction 9 8 15 14 16 

All  2,592 2,573 2,595 3,091 3,069 

Table 1. Natural Gas Injection to Georgia according to Entry Points (mln m3) 

 

Natural gas available on the Georgian market was traded at the wholesale level by 11 suppliers, among 

which the share of the three largest suppliers is 95%. - Herfindahl-Hirschman Index (HHI) was 3,385, 

indicating a highly concentrated market. In conditions where the market is characterized by high 

concentration at the level of natural gas import, fostering competition in wholesale trade becomes impossible 

without implementing special measures. In the long term, it is crucial to identify alternative sources of 

natural gas (such as access to the LNG and the Turkish market, using options like gas swaps), contingent upon 

legislative changes and the interest of suppliers.  Encouraging local production, including biogas production, 

and promoting network integration is also important. 

 The level of competition in the market, including at the wholesale level, significantly determines the 

price of natural gas. When determining the average price at the wholesale level, the weighted average price 

of natural gas sold by all suppliers in this market segment is considered.   The separation of social and 

commercial segments is also crucial in price setting.  

 As mentioned, Georgia acquires social gas from the South Caucasus Pipeline at a discounted price, 

which is intended for supplying natural gas to the population and TPPs. Consequently, both wholesale and 

retail prices of natural gas in this segment are significantly lower compared to the commercial segment. At 

the wholesale level, the price of social gas can be estimated through the price of natural gas provided by the 

Commission in setting the consumer tariff, which averages 0.26 GEL/m3, taking into account various levels 

of government subsidies.   

  It is interesting to compare the prices of natural gas in the European wholesale markets.  Unlike 

Georgia, prices in organized European natural gas markets (known as hubs), exhibit significant variations 

depending on the seasons and the demand-supply ratio.  Compared to previous years, 2023 was characterized 
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by relatively stable natural gas prices. Recently, along with the increase in connecting capacities of European 

countries and the construction of new interconnectors, the prices of different markets tend towards each 

other. Figure 3.4 shows price dynamics at the Dutch TTF Gas hub11 for 2022-2023. 

 
Figure 3.4. Natural gas prices at the Dutch TTF Gas hub, (Euro/MWh - Euro/1,000 m3) 

 

 

 

3.1.3.2. Natural Gas Retail Market 

 

Since 2015, the change in the structure of natural gas consumption has been driven, on one hand, by 

the increase in natural gas consumption by the population, and on the other hand, by the decrease in 

consumption by gas filling  stations. In fact, in 2023, the rate of natural gas consumption remained unchanged 

from 2022.   

The structure of natural gas consumption and the information about natural gas consumed by each 

sector are given in Figures 3.5.a and 3.5.b. 

 

 

                                                           
11 Source: https://www.ice.com 
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Figure 3.5.a. Natural Gas Consumption by Different Sectors 

 

 
Figure 3.5.b. Natural Gas Consumption According to Different Sectors (mln m3) 

 

Despite gasification efforts in new settlements, there was no increase in demand for natural gas in 

the household sector, which can be explained by the relatively warm climate of 2023. Regarding the rate of 

demand for gas at gas filling stations, after 2015ðwhen the use of natural gas in motor vehicles reached its 

peakðthere was a consistent decrease in consumption within this sector until 2020. Among the reasons that 

caused the situation are the rise in natural gas prices, increased taxes on this fuel, intensified competition 
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from Liquefied Natural Gas (LPG), and the growing import of hybrid and electric cars, which are largely 

replacing natural gas vehicles. It is noteworthy that gas demand at gas stations showed an upward trend in 

2021-2022. However, in 2023, there was a 10% decrease in demand. This decline can be attributed to the 

reduction in petroleum product prices.   

 

 
 

Figure 3.6. Natural Gas Consumption by Different Sectors 

 

The demand for natural gas in other sectors of the economy has been more or less the same for the 

last five years. As shown in Figure 3.6, the trade, repair of cars, household appliances and means of personal 

consumption12, processing industry, generation and distribution13 sectors of electricity, natural gas, and 

water, represent the largest consumers.  In total, they account for 80% of the total natural gas consumption 

in the commercial sector. Of these three sectors, the generation and distribution sectors of electricity, natural 

gas, and water are the most seasonal due to the need for electricity generation by TPPs. The other two sectors 

                                                           
12 This category includes the purchase of natural gas by gas stations. 
13 including TPPs. 
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are more or less stable in natural gas consumption.  The demand for natural gas broken down by sectors into 

months is given in Figure 3.7. 

 

 
 

Figure 3.7. Natural gas consumption by different sectors (mln m3) 

 

In addition to the evident seasonality of TPPs, the consumption of natural gas by various commercial 

facilities is also characterized by seasonality.  Natural gas is used for heating purposes in various sectors 

including healthcare and social assistance, public administration, education, hotels and restaurants, as well 

as other utility, social, and personal service organizations.  The total share of the mentioned sectors in the 

total consumption amounted to 11%. 

Table 2 shows the share of different sectors of the economy in total consumption and the seasonality 

factor of these sectors14. As can be seen from the table, most of the sectors are characterized by pronounced 

seasonality. 

 

 

 

                                                           
14 The seasonality factor represents the ratio of the sector's demand during the winter period (the first and last three 
months of the year) to the annual demand of this sector.  The more the factor is distanced from 50% the more seasonal 
the consumption is.   When the seasonality factor approaches 100%, it indicates high natural gas consumption during 
winter, while a tendency towards 0% suggests higher consumption during summer. A factor of 50% signifies equal 
consumption levels throughout both winter and summer periods. 
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Sector Seasonality factor (%) 
Share in total 

consumption (%) 

Agriculture, hunting and forestry; fishing, fishery 72% 0.6% 

Manufacturing industry 52% 21.1% 

Electricity, gas and water production and distribution 82% 47.2% 

Trade; Repair of automobiles, household goods and personal items 51% 11.5% 

Hotels and restaurants 65% 3.2% 

Transport and Communications 51% 1.0% 

State governance 80% 2.2% 

Education 89% 2.6% 

Health care and social assistance 80% 1.4% 

Provision   of other, communal, social and personal services 65% 1.7% 

 Other 65% 7.6% 
Table 2. Characteristics of Natural Gas Consumption by other Sectors of Economy 

 
  

Consumption of natural gas by household consumers is also characterized by prominent seasonality.  

Figure 3.8 shows the consumption of natural gas by household consumers (population) per month. 

 

 

 
Figure 3.8. Consumption of natural gas by household consumers (mln m3)   

  

  

1
8

1
  
 

1
8

1
  
 

1
3
2

  
 

1
1

1
  
 

6
6

  
 

3
3

  
 

2
8

  
 

2
7

  
 

2
9

  
 

3
9

  
 

1
0

0
  
 

1
9

1
  
 

2
0

2
  
 

1
8

0
  
 

1
8

8
  
 

1
1

0
  
 

4
8

  
 

3
4

  
 

2
8

  
 

2
7

  
 

3
1

  
 

6
8

  
 

1
2

3
  
 

1
8

3
  
 

2
2

9
  
 

2
0

0
  
 

2
0

8
  
 

1
2

6
  
 

6
5

  
 

3
7

  
 

3
3

  
 

2
8

  
 

3
1

  
 

4
9

  
 

1
2

5
  
 

2
0

5
  
 

2
4

9
  
 

2
4

2
  
 

1
7

7
  
 

1
1

6
  
 

6
9

  
 

3
9

  
 

3
4

  
 

2
9

  
 

3
3

  
 

5
8

  
 

9
8

  
 

1
9

7
  
 

0

50

100

150

200

250

300

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2020 2021 2022 2023



66 
 

As previously mentioned, there is a distinct seasonal pattern in the consumption of natural gas in both the 

household and non-household segments (where natural gas is mainly used only for heating). The difference 

in natural gas consumption in winter and summer is closely related to climatic conditions.  In Georgia, energy 

consumption peaks during the winter months (October to March) due to the cold weather, and during the 

transition period, the level of energy consumption becomes quite stable until the air temperature starts to 

rise. Any increase in air temperature during spring-summer is reflected in a reduction in energy 

consumption. To analyze the relationship between natural gas consumption and atmospheric air 

temperature, the Heating Degree Day (HDD)15, has been used as a statistical measure of a climate, quantifying 

the variance between the average outdoor temperature and a base temperature.  

Figure 3.9 provides information on HDDs in Tbilisi from 2013- to 2022 years. As can be seen from 

the Figure, the number of HDDs in 2023 is significantly low compared to the previous period, which means 

that buildings needed to be heated by fewer degrees in 2023.  

 
Figure 3.9. HDDs in Tbilisi 16 

 

                                                           
15 A heating Degree Day measures the severity and length of cold weather. It shows the difference between the outside 
temperature and the base temperature. The base temperature is a balance point i.e. minimum environmental temperature 
when there is no necessity to heat the building. If the average day temperature is less than the base temperature, heating 
is necessary and the difference between those temperatures is the degree day for the specific day.  
16 The source of information about the weather is National Environment Agency LEPL. 
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Figure 3.10. Actual amounts of the natural gas consumed by household consumers and adjusted amounts per HDDs (mln m3) 

 

Although Figure 3.9 provides information only for the capital, the trend is likely more or less similar 

in Georgia as a whole. Considering the aforementioned assumption, Figure 3.10 presents the actual and HDD-

adjusted volumes of natural gas consumed by household consumers from 201317 to 2023. As can be seen from 

the figure, the consumption of natural gas by household consumers remained unchanged in 2023, although 

an increase in consumption would typically be observed under average winter conditions.  

Tbilisi leads the country in natural gas consumption, accounting for 50% of the total consumption by 

both household and non-household consumers. Following Tbilisi, the regions of Imereti, Kvemo Kartli, and 

Adjara also stand out for their volume of natural gas consumption (see Figure 3.11).   

 

                                                           
17 according to the deviation from the average HDDs of 2013-2023. 
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Figure 3.11. Natural gas consumption by regions 

 

    In 2023, the process of gasification of new settlements continued, as a result of which the number 

of retail consumers (household and non-household) amounted to 1,554,572 at the end of the reporting year 

(see Figure 3.12). In 2023, 66,558 new consumers were added to the sector.   

 
Figure 3.12. Number of Natural Gas Consumers  
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 Data from late 2023 shows that over a third of all consumers are Tbilisi Energy LLC customers. 

Simultaneously, only 15% of the total network length belongs to Tbilisi Energy LLC This is due to the fact 

that Tbilisi Energy LLC operates solely in the city of Tbilisi, whereas ñSocar Georgia Gasò LLC and 

ñSakOrgGasò JSC, which together own 78% of the total distribution network, operate in the other regions. 

(see Table 3). 

 Itôs important to note that there is a close correlation between the distribution tariff and the ratio of 

the distribution networkôs length to the number of consumers. Gas supply to regions requires more 

investment per customer than in densely populated areas.  

 

Distribution 

Licensee Consumer Network length (km) 

ñTbilisi Energyò LLC 555,500 36% 5,425 15% 

ñSocar Georgia Gasò LLC 559,100 36% 20,584 56% 

ñSakOrgGasò JSC 299,200 19% 8,263 22% 

Others (17)  140,800 9% 2,580 7% 

Table 3. Number of natural gas consumers and network length by companies 

 

 

A significant portion of the total consumer base is still made up of inactive consumers who have not 

consumed natural gas and remain practically passive throughout the year. Figure 3.13 shows the number of 

active and inactive users by month. Despite being connected to the distribution network, a significant portion 

of subscribers do not consume natural gas, as shown in the Figure. The mentioned facilities are closed and/or 

are seasonal residences. Despite the fact that distribution licensees constantly provide services and, therefore, 

bear costs to ensure the possibility of supplying natural gas to the mentioned inactive consumers, according 

to the existing tariff methodology, these inactive consumers do not contribute to those costs (this is because 

the current legislation mandates that the natural gas distribution tariff is determined per unit of gas 

consumed, and does not include a separate capacity or fixed component).  
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Figure 3.13. Number of Active and Inactive Consumers of Natural Gas, 2023  

  

Consumption of natural gas by household consumers varies by city and rural areas, as well as by 

region. In small towns, boroughs, and especially villages, the average consumption of natural gas per 

household is significantly lower than in cities, as firewood is still actively used as fuel.  The exceptions are 

Mtskheta-Mtianeti and Adjara regions. High consumption in the mentioned regions can be attributed to the 

particularly cold climate and lack of access to firewood. In the case of Mtskheta-Mtianeti, itôs due to the 

direct subsidy of the natural gas fee. Figure 3.14 shows the natural gas consumption per household in urban 

and rural areas by region. 

 

 
Figure 3.14. Annual consumption of natural gas by one household consumer in 2023 (m3). 
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   Natural gas is primarily utilized by individuals and businesses for cooking, as well as heating water 

and premises. The increase in gasification of new settlements, the number of new consumers connected to 

the network, and consumption are most evident in the group of consumers using natural gas exclusively for 

cooking.  

Due to the arrangement of the wholesale market, the prices of natural gas in the retail market also 

differ significantly according to the social (residents and TPPs) and commercial consumers. 

 Consumer tariffs for household consumers are set by the Commission and tariff regulation is discussed 

in Chapter 3.3.  As for non-household consumers, the price of natural gas in this sector is not regulated and 

it is determined by the contract between the consumer and the supplier. The price of natural gas for non-

household consumers connected to the distribution network shall be determined under the conditions 

established by the Commission, through a public offer, which implies that the supplier is obliged to sell 

natural gas only at a pre-offered price. The suppliers have no such obligation to the commercial consumers 

connected to the transportation system.  Considering the information mentioned, the average price of natural 

gas for commercial consumers connected to the distribution network was 1.10 GEL/m3, while a similar figure 

for commercial consumers connected to the transportation system exceeded 0.67 GEL/m3 18 . Ensuring parity 

between retail and direct consumers is a crucial objective, and the regulatory commission will continue to 

collaborate with relevant institutions to address this matter.  

 The consumer price structure of final consumers considering all its components is given in Figure 

3.15.  

 

 
Figure 3.15. Consumer price/tariff structure of natural gas   

   

                                                           
18 The price includes the network component, and the cost of natural gas supplied to TPPs and non-energy consumption is 
not included in this calculation, because given their size, this would not affect prices intended for other consumers. 
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In 2023, the Commission agreed on the five-year development plans of the distribution network of 

ñTbilisi Energyò LLC, ñSocar Georgia Gasò LLC, ñSakOrgGasò JSC, ñTelavgazò LLC, SG Gas Company LLC.  

The total value of network investments planned for 2024-2028 amounted to 267 mln GEL.  

 

3.2. Licensing  

 

After implementing the Law of Georgia on Energy and Water Supply, natural gas distribution and 

transportation licensees were required to undergo re-authorization.  Natural gas transportation and 

distribution licenses issued before the enactment of the law are temporarily in force and their holders 

continue to provide relevant services until the unbundling is completed following the law.  These licenses 

will be automatically terminated upon the entry into force of a new license under the law. 

Based on the latest data from the reporting period, 21 licensees were operating in the natural gas 

sector, comprising one in transportation and 20 in distribution. 

 

3.2.1. Natural Gas Transportation 

 

 The natural gas transportation system consists of gas pipelines and their component equipment 

operating or designed at a pressure of more than 1.2 MPa and through which natural gas transportation is 

carried out by a natural gas transportation licensee.  The Commission has granted a single natural gas 

transportation license to the ñGeorgian Gas Transportation Companyò (GGTC) LLC. This license allows 

GGTC to transport natural gas across the entire territory of Georgia.  

 Currently, the transportation system consists of five entry points, including  

 one that corresponds to local extraction.  Information about each point is given in Figure 3.16. 
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1. The capacity of the gas pipeline coming from Russia (Mozdok-Saguramo) is 20 mln 

m3/day. Through this pipeline, the natural gas is supplied to Armenia; 
2. The capacity of the gas pipeline coming from Azerbaijan (Kazakh-Saguramo) is 10 mln 

m3/day; 
3. The designed capacity of the transit gas pipeline (South Caucasus Pipeline) from 

Azerbaijan is 64 19 mln m3/day. However, Georgia has one connection point on the 
transportation system, the capacity of which is 5.5 mln m3/day; 

4. Receiving natural gas from local extraction points depends on the average daily gas 
production; 

5. The total capacity of the reverse gas pipeline of the main gas pipeline to Armenia is 3.14 
mln m3/day. 

 

 
Figure 3.16. Natural Gas Entry Points in Georgia 

 

                                                           
19 Total capacity of SCP and SCPX. 














































































































































































