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Minutes of Meeting

Third Meeting of the Steering Group for project

“Promote achieving the Millennium Development Goals on Water Supply and Sanitation (WSS) in Georgia through extending the Financing Strategy for WSS to Rural Areas and Facilitating Related National Policy Dialogue”

The Steering Group of the abovementioned project held its 3rd and final meeting on 25 November 2008 at the premises of the Ministry of Economic Development of Georgia. It was attended by about 20 participants. The participants included officials from various ministries, water utilities and NGOs. 

The agenda of the meeting is attached as Appendix 1 and the list of participants as Appendix 2. 

The objectives of the meeting were:

· To present and discuss the development scenario analysis included in the draft Final Report of the project. An Executive Summary in English and Russian was distributed to all invitees beforehand.

· To present and discuss policy recommendations and next steps in strategy implementation.

· To agree upon follow-up actions to be made. 

In this context: 

1. Mr. Vakhtang Lejava, Ministry of Economic Development of Georgia, made a brief introduction. He mentioned that timing of the financing strategy prepared is fine insofar as the Government of Georgia recently has decided to give increased priority to the water sector. Most important is that it has been decided to develop a strategy for the further development and reform of the sector. A concept paper has been prepared on this. 

2. Mr. Peter Borkey, OECD, went through the agenda, highlighting the wish that the meeting would make some firm decisions regarding the development scenario analysis and next steps in strategy implementation. 

3. Mr Ashot Baghdasaryan, COWI, in his presentation provided an overview of the development scenario analysis carried out. He presented 7 development scenarios - 4 for urban areas and 3 for rural areas. With the use of calculations made in the FEASIBLE he highlighted the policy variables that the Government of Georgia have at its disposal in order to close the financing gap - after having increased efficiency and introduced various water demand management measures. Much attention was paid to the following four policy variables: collection rate, tariffs, public budget support and ODA. Total expenditure needs, total supply of finance and total financing gap of the development scenarios as modelled in the FEASIBLE were presented. He emphasised an interesting point of analysis - namely that cost of Baseline Scenario in total is approximately the same as the Development Scenarios because the increased capital expenditure needs in the development scenarios are compensated by savings in O&M gained via the new investments.

4. Mr Pedersen, COWI, provided an overview of recommendations made in order to improve efficiency, increase service levels (if possible), increase supply of finance and, last but not least, get regulatory framework right. With regard to the regulatory framework it was emphasised that there is a need to move from a situation characterised by many water utilities (>40), financing gap, no government body responsible for water sector reform and no strategy to a situation characterised by fewer water utilities (3-5), financially viable water utilities, government body responsible for water sector reform and National Water Sector Strategy. Among the tasks of the government body responsible for water sector reform should be the following: 
a. Development of a National Water Sector Strategy, Investment/Action Plan and National Performance Monitoring Framework, including the list of Performance Indicators.

b. Ensure integration of FS 2008 into the MTEF in line with the document ""Basic Data and Directions" (2006).

c. Act as secretariat to the existing Water Commission. 

5. The Steering Group took note of the financing strategy prepared and endorsed it, highlighting that it constitutes a solid basis for the ongoing work on a water sector reform in Georgia. Furthermore, the Steering Group took good note of the Performance Indicators prepared. 

6. With regard to the policy recommendations and next steps in strategy implementation the Steering Group - after a long discussion about development scenarios and implications of making further changes in the four highlighted policy variables - decided upon the following:

a. The MDG Scenario, Scenario 4 is not relevant for Georgia. Thus, the choice stands between Scenario 2 and Scenario 3 with regard to rural areas.
b. A collection rate at 95% is too ambitious, even though it is envisaged to increase because of the introduction of a joint billing system for energy and water. It should be lowered to 90%. 
c. Implementation capacity is of utmost importance. Thus, possibilities to establish a government body (or secretariat) to support the Water Commission should be seriously explored. Furthermore, the existing State Enterprise Management Company should preferably assist in implementation of the water sector reform once approved by the Government of Georgia. 

d. The concept paper already developed (see item 1 above) will be forwarded to the OECD. Key points in this paper are very much in line with policy recommendations made by COWI. They include: 

· fewer vodokanal's;

· funding of State Enterprise Management Company for certain period (4-5 years);

· PPP is an option afterwards;

· Water Commission needs a work group (or secretariat).

e. COWI prepares PowerPoint presentation consisting of about 10 key slides and a further 20 slides to be used by the Ministry of Economic Development of Georgia. 

f. COWI provides the company SEGURA with the financing strategy and other documents thereby ensuring that SEGURA has access to latest information and data regarding the prevailing financing gap in the WSS sector. 

g. The Ministry of Economic Development of Georgia may ask the OECD for comments to the forthcoming outline of the National Water Sector Strategy. If need be, the Ministry of Economic Development of Georgia may ask the OECD for further assistance. 
7. In conclusion, Mr. Lejava thanked participants for a most constructive and inspiring discussion, whereas Mr Borkey emphasised that the OECD will seriously consider any request made by the Government of Georgia for further assistance in its waster sector reform. Both expressed the wish that cooperation will continue. 
Appendix 1
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The agenda is provided below. 
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	10:00-10:30
	Registration

	
	

	10:30-11:00
	Opening Plenary Session 

· Welcome speech by Steering Group Chairman, Mr V. Lejava, First Deputy Minister, Ministry of Economic Development of Georgia

· Welcome speech by OECD, Mr P. Borkey, Senior Desk Officer



	
	

	SESSION 1
	RESULT OF THE FINANCING STRATEGY DEVELOPMENT SCENARIO ANALYSIS AND POLICY RECCOMENDATIONS  

· Chairman – Mr G. Kakauridze, Head of Department, Ministry of Economic Development of Georgia


	
	

	11:00-11:45
	Development scenario analysis for water and sanitation sector in 
urban and rural areas of Georgia

· Dr A. Baghdasaryan, COWI


	11:45-12:15
	Policy recommendations and next steps in strategy implementation

· Dr J.K. Pedersen, COWI



	12:15-12:45
	Coffee-break

	
	

	SESSION 2
	STEERING GROUP DISCUSSION OF THE POLICY RECCOMENDATIONS AND NEXT STEPS IN STRATEGY IMPLEMENTATION

· Chairman - Mr V. Lejava, First Deputy Minister, Ministry of Economic Development of Georgia


	
	

	12:45 -13.45
	Open session with discussion of the following issues:

· Tariffs and collection increase

· Budget financing

· IFI and donor contributions

· Alternative institutional arrangements for sector development



	13.45-14:00
	WORKSHOP CLOSING


Appendix 2
List of participants

1. Ashot Baghdasaryan – COWI
2. Nana Bostashvili - Municipal Development Fund

3. Peter Borkey - OECD

4. S. Dzhologya – Gruzvodokanal 
5. Tatiana Efimova - OECD

6. Gela Gelashvili - Deputy Head of Department, Department of Urbanization and Construction

7. D. Gulua – Gruzvodokanal
8. Vakhtang Lejava - First Deputy Minister of Economic Development of Georgia

9. Jesper Karup Pedersen - Mission Project Manager, COWI

10. Pirozhenko - Monitor

11. Levan Tabaladze - Local Project Coordinator, Segura-IP3

12. Grigol Kakauridze - Head of Department of Urbanization and Construction, Ministry of Economic Development of Georgia 

13. Merab Kandelaki - Gruzvodokanal 
14. G. Kelbakiani  – Gruzvodokanal 
15. G. Kvernadze – Gruzvodokanal
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