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1. EUWI Objectives: Current Situation
Water Supply and Sanitation

1.1 Objective 1: Improve the institutional and regulatory framework

Action 1.1 Decentralise administrative responsibility from national level to municipal level.

Action 1.2 Provide institutional autonomy to the municipal water authorities

Action 1.3 Commercialise the autonomous utilities as corporations

Action 1.4 Introduce a formal regulatory structure

Georgia is a water-rich country, with plentiful river supplies and groundwater. 90% of municipal water comes from groundwater and thus needs little treatment, usually only being disinfected during a period of risk. There are no bulk water shortages in 38 towns but there are some shortages in 25 towns. Actual supply to the customer is in a much worse position because of the aged and failing infrastructure and the lack of finance for operation and maintenance. As agreed at the Ministerial meeting held in Almaty, Kazakhstan in 2000, the root cause of the poor performance of the water supply and sanitation sector in the whole CIS is the inappropriate institutional arrangement inherited from the USSR, which is not suited to the new market-based economies of these countries. 
In Georgia, the institutional arrangements for water supply and sanitation have changed little since the period of the USSR. Water utilities are still state agencies that are responsible to the regional administrations and the majority of funding still comes from state budgets. Although the capital city Tbilisi is a large conurbation of over a million population (about half the national population), the water supply of the remainder of the country is operated by 19 separate utility agencies in towns that mainly have a population of less than 50,000 (only 3 other cities have a population over 100,000). 

There has been no national body assisting the management of these agencies and as a result they have difficulty in sharing experiences or discussing their common problems or applying pressure to change the institutional arrangement to a more successful and more commercial one. Overall responsibility for the water supply and sanitation sector now lies with the Department of Construction and Urban Development of the Ministry of Economic Development. This Department was created in 2004 as the successor to the Ministry of Industry and Infrastructure, which had been liquidated. The Department of Construction and Urban Development is now actively considering models for changing the institutional arrangements for water supply and sanitation, based on advice received from recent studies.

The state agency that was previously responsible for the planning and development of water supply and sanitation infrastructure, Gruzvodokanal, still exists but it mainly has an advisory role as there have been no developments for some time and the regional and city administrations administer maintenance and minor works. Gruzvodokanal still directly controls the operation and maintenance of some sewage systems such as Gandarbani. In addition there are several design institutes still operating that have the capacity to design water supply and sanitation infrastructure.
1.2 Objective 2: Ensure financial viability of utilities

Action 2.1 Adopt a financing plan to introduce full cost recovery

Action 2.2 Eliminate subsidies between industrial consumers and household consumers

Action 2.3 Adjust billing procedures so that water tariffs are based on actual water consumption

Action 2.4 Raise collection ratios to acceptable levels

Action 2.5 Use social tariffs for the poor

Several reports have been prepared with donor assistance to identify the needs for recovery and improvement of the water supply and sanitation services. Most reports relate to individual towns but 3 recent reports provide a national overview and recommendations: 

a) "Drinking Water Quality and Supply Strategy" (June 2003)
; and

b) “Reform Strategy & Actions, Regulation and PSP in the Water Sector in Georgia” (October 2004 with Addendum March 2005)
.
c) “Support to Georgian Government in Developing and Implementing Financial Strategy for Urban Water Supply and Sanitation in Georgia and Carrying Out the Feasibility Analysis” DRAFT (June 2005)

d) “Affordability Analysis and Willingness to Pay” DRAFT (June 2005)

The recommendations in these 4 reports form the basis for discussion of the options available to the government in designing the restructuring. Some of the key recommendations in the reports are:

· an inter-ministerial co-ordination council should be created to take responsibility for overall planning and co-ordination of all aspects of water cycle management, including institutional set-up and financing;

· protection of water sources should be improved as an urgent measure, including:

· enforcement of the existing exclusion zones around sources of urban water supply; and

· providing a surveillance and advisory service to rural communities;

· the changes to environmental legislation that are to be made to approximate to EU legislation regarding potable water quality, and implementation of the legislation through monitoring should be done in a step-wise fashion:

· legislation must be drafted and passed to change from the evaluation methods and pollutant limit values inherited from the USSR to the approach of the EU which includes guidelines for allowable pollutant concentrations and an approach that takes account of particular characteristics of each installation (target date – end 2006);

· a staged programme should be adopted for the implementation of EU Drinking Water Directive standards, with larger cities adopting stricter standards earlier than smaller cities and rural communities. The whole staged programme is recommended to be complete by 2035, with the 5 large cities complying with EU-type legislation by 2010;

· rehabilitation of laboratories and reinstatement and modification of monitoring programmes will be required, including new equipment and training in new techniques;

· full cost recovery and sustainable financing of water supply should be piloted in the 5 biggest cities and extended to all urban areas, linked with improvement of water delivery service as follows:

· potable water delivery systems should be rehabilitated through a programme of leakage detection and repair to ensure 24 hr delivery to top floor apartments in a similar staged manner: with 10% achievement in the 5 large cities by 2010 and completing the programme by 2035;

· customer meters should be installed in a staged way, achieving 50% coverage of the 5 large cities by 2010 and 100% installation in all urban areas by 2035;

· financial problems of the water and wastewater sector

· the approved tariff for households does not cover the actual current and capital expenditure; 

· the rate of households payments collection is very low;

· budgetary funds allocated for capital repair are not enough to fund capital costs;

· possibilities for funding from user charges have not been fully exploited. 

· A potential financing strategy would include:
· Costs of operation, maintenance, capital repair, rehabilitation of the key assets and credits service should be covered from the consumer charges and (temporary) small stste budget allocations, whereas investments in new construction and reconstruction of the infrastructure should be financed solely from the state budget and external sources, e.g. bank borrowings; 

· the state budget will have to incur a considerable cost burden (about 2% of the consolidated budget expenditures);

· If appropriate measures are taken to reduce costs and increase self-financing, then the utilities will have some extra funds (above operation and maintenance needs) for reconstruction and small investments after about 2010;
· The above measures are basically affordable, although social protection measures would have to be instigated to protect the poor.
The Swedish development agency SIDA has held discussions with the Ministry of Economic Development regarding the possibility of providing assistance in restructuring the water supply and sanitation sector.

1.3 Objective 3: Investment in water supply, sanitation and rehabilitation

Action 3.1 Identify the investment and rehabilitation needs through studies

Action 3.2 Prioritise building blocks

Action 3.3 Prepare projects

Action 3.4 Plan and obtain financing

Action 3.5 Implement

There has been little investment in the water supply and sanitation sector since independence. New potential investments that are under consideration are:
· Poti water supply project, financed by EBRD;

· Water supply at Kutaisi, Rustavi and Kobuleti cities, including funds for metering, funded 50% through a grant from the Dutch ORET fund and the remainder through bank lending;
· Water supply at Batumi being investigated by KfW;
· Sewer collector rehabilitation in Tbilisi: being investigated by JICA.

The report of the “Reform Strategy & Actions, Regulation and PSP in the Water Sector in Georgia” identifies the most urgent actions required to improve services in each municipality.
1.4 Objective 4: Ensure access of the poor to water services as a human right

The Republic of Georgia has a social support programme that provides assistance to pensioners, orphans, large families and the disabled. The OECD has recommended a special support programme for the poor, based on a means test screening. This recommendation is under consideration.
1.5 Objective 5: Safeguard public health

Public Health is the responsibility of the Ministry of Health, which is specifically responsible for testing the quality of drinking water supplied to domestic consumers and bathing waters in rivers, lakes and the sea. The Ministry issues warnings if testing and analysis indicate any risk of infections.
1.6 Objective 6: Protect the environment

Integrated water resources management is aimed at environmental protection, including maintenance of ecological minimum flows in rivers and maintaining river, lake and sea water quality. Through signature of the Bucharest Convention (Black Sea) and various agreements and protocols with the Republic of Azerbaijan, the country demonstrates its commitment to these aims. Budget pressures constrain the country’s ability to construct new works to reduce pollution emissions.
Integrated Water Resources Management
1.7 Objective 7: Establish and implement national policies for Integrated Water Resources Management.

Action 7.1  Establish national IWRM policy through: 

a. Raising Political Awareness of Water Management Issues

b. Developing National Road Maps for Completing the Adoption of IWRM

Action 7.2  Support the implementation of national IWRM policy through:

a. Identification of national water management priorities;

b. Strengthening the legal and regulatory framework;

c. Institutional capacity building;

d. Strengthening water resources monitoring and assessment;

e. Improving access to information and public participation; 

f. Providing the research base for IWRM; and

g. Investment in improvements to water use efficiency

Water management needs within the Republic of Georgia should be considered in the context of the main uses of water and the most dangerous sources of pollution entering water bodies. There is potential risk from pollution within the country, but the effect that the transport of pollutants in rivers to neighbouring Azerbaijan has on political relations is also important.
In general the country is water-rich, though low summer rainfall, except in the western region, means that crops must be irrigated from the rivers. Fortunately summer river flows are largely sufficient as they are fed by snow melt in the mountains, supplemented by reservoir control. 

Potable water supplies are mainly abstracted from groundwater and at such relatively low volumes that they do not substantially affect the river flows. Tbilisi city is the only large user of surface water for municipal supplies but two thirds of the city supplies are also abstracted from groundwater. Thus, contamination of potable water mainly occurs during transmission in pipes from source to customer and is not a water resource management issue. 
Hydro-electric power generation is an important user of river water and the hydro-power reservoirs modify the flow patterns of rivers throughout the year. Most hydropower generation is needed during winter while the biggest irrigation releases from multi-purpose (hydropower and irrigation) reservoirs are needed during July and August. 
The largest consumer of water by far is irrigated agriculture, though consumption has fallen to less than half of previous levels because of the economic downturn, the deterioration of infrastructure and the fact that electricity charges for pumping are now commercially priced. 
Industrial water usage is low, currently only about 10% of the usage in 1980, because the change to open markets for produced goods has resulted in collapse of many industries. Process water in the mining industry, which has also declined, is mainly re-circulated and the industry does not therefore abstract or discharge large quantities. 
The main water management activities are the operation of reservoirs for irrigation and diversions for irrigation. Both these activities are managed by the Department of Melioration within the Ministry of Agriculture. One major reservoir (Khrami) is managed for hydro-electric energy production and the Department agrees with the hydro-power plant operator on summer releases from the reservoir before the season begins and then liaises with the plant operator on detailed release schedules throughout the season. The main water quantity issue is that of flows passing to Azerbaijan (dealt with under Objective 8). 
The main sources of risk from pollution are municipal sewage effluent and some hot-spots of industrial and mining pollution. Municipal wastewater is mostly not treated at all but is discharged directly to the rivers or to the Black Sea. Only Tbilisi wastewater treatment plant provides mechanical treatment of effluent. Although mine process water is re-circulated, it can spill accidentally, especially during heavy rain, carrying metal pollution to the rivers. As most industry of the USSR era has declined, the main pollution risk will come from newly emerging or revived industries if they are established without proper planning controls. River pollution from municipal waste landfills that are poorly designed is also important in that it reduces the recreational amenity value of the river.

Although several legislative acts about water management have been passed by the Georgian Parliament since independence, and some institutional restructuring has taken place, the basic structures remain similar to the previous Soviet water management system.  Agencies involved in water management are:

Ministry of Environment and Natural Resources Protection (includes the Hydrometric Service)
Ministry of Agriculture (irrigation abstractions and drainage return flows)

Ministry of Labour, Health and Social Affairs (drinking and bathing water quality)
Ministry of Geology (control of groundwater)
Ministry of Economic Development (responsible for municipal water supply and sewage disposal)
Local government (manages water supply and sanitation systems)

Consequent disadvantages of the institutional structure include: lack of cross-sector coordination, use of administrative boundaries instead of hydraulic or geographic boundaries, lack of financial clarity, conflict between policy, laws and management, and lack of or poor distribution of information.

Although the Ministry of Environment and Natural Resources Protection is officially responsible for issuing effluent disposal licences, this mechanism is ineffective because the sanctions on water users are inadequate or cannot be applied. The root cause is the lack of funds in the municipalities and state enterprises to adequately treat effluents before disposal. These state entities are thus unable to comply with the environmental legislation. Funds for municipal wastewater treatment will only become available after reforming the water supply and sanitation sector as described under Objectives 1 and 2. 
The situation is further complicated by the continued use of water quality standards that were developed many years ago in the USSR. The standards are extremely strict and in many cases are not attainable. Georgian and EU standards are not readily comparable because of their different approaches to the matter. The EU applies emission limits related to study of the effects on the receiving water body whereas Georgia uses the USSR principle of target ambient concentrations of pollutants. The limit values were common to the whole USSR and the allowable concentrations of pollutants in effluents in the water body (river or lake) and in the supplied drinking water are the same. As an example of the effects of these 2 policies: one of the main indicators of pollution by municipal effluent is BOD5, the Georgian limit for which is 3 mg/l (water sources used for municipal supply), whereas the EU standard for treated sewage effluent that is discharged to the river is 25 mg/l. Most Georgian/USSR standards for contamination by metals are even more extremely cautious, except for some metals that have been deemed under EU legislation to be very dangerous (i.e. mercury and zinc), for which Georgian standards are less strict than EU standards. The Georgian (and previously USSR) principle of defining ambient water quality standards is now outmoded as it takes no account of dilution in the receiving body, natural degradation of pollutants or the natural ecology of the receiving body. 
In general, water use has reduced to such an extent that there are few situations where active management is necessary to avoid conflicts between users within the boundaries of Georgia. As the economy recovers, demand on water will increase and there will be a need to ensure that the institutional structure provides for smooth operation of water management infrastructure even under the duress of drought or flood conditions. The current management arrangements are in principle adequate, though improvements are required in detailed technical performance such as monitoring, forecasting, analysing the operational water management balances, management of the river infrastructure, including communications, and inter-sectoral coordination. There is a need to set down the responsibilities, communications and other procedures in a River Basin Management Plan, preferably jointly with neighbouring states. There is also a move within Georgia to develop water and drainage users associations to operate and maintain on-farm irrigation and drainage infrastructure.
1.8 Objective 8: Develop the inter-state cooperative structures for river/lake basin management.

Action 8.1  Provide the foundation for interstate cooperation through:

a. Improving information management and sharing;
b. Establishing a joint public information and participation policy;
c. Joint analysis of water management issues to develop basin plans.
Action 8.2  Establish joint management bodies through:

a. Inter-state agreements; and
b. Joint water management bodies (e.g. Commission).
The Republic of Georgia recognises and abides by several bilateral agreements with neighbouring countries regarding the joint use of water bodies. Most importantly: a) the Debeda River is used jointly with Armenia; both countries divert water from a common headworks that is used cooperatively; and b) Jandar reservoir/lake which is situated on the border between Georgia and Azerbaijan is supplied by Georgia with agreed amounts of water for use downstream by Azerbaijan. In addition, Georgia has signed several memoranda and agreements for cooperation with Azerbaijan on environmental protection and exchange of environmental and hydrometric information. The implementation of these agreements has been patchy, mainly because of the absence of good information to share and the inherent risks associated with providing information while there is a lack of complete agreement with Azerbaijan on the joint use of water resources. Projects supported by USAID and Tacis have temporarily accomplished information exchange but these exchanges have not continued. 
The major outstanding issue regarding agreement with Azerbaijan is over the quantity and quality of water flows across the border from Georgia to Azerbaijan in the Mtkvari, Alazani and Lori rivers (the Mtkvari becomes the Kura River in Azerbaijan and the Alazani and Lori rivers are tributaries of the Kura within Azerbaijan). Although there have been workable temporary agreements between Georgia and Azerbaijan on the quantity of flows to Azerbaijan in these rivers in the past, the lack of agreement on water quality targets has meant that formal agreement on joint water management has not been possible. The difficulty lies in determining responsibility for pollution of river water and any likely compensation by the upstream riparian (in Georgia) to the downstream riparian (in Azerbaijan) or the cost of improving river water quality by treating effluents or other means. The definition of pollution limits is central to this discussion as many of the incidences where pollution levels in the Kura River have been said to be high relate to levels that are above the Georgian and Azerbaijan standards but below the EU standards. It is reported
 that average annual values of  BOD5 at Rustavi (near to the border with Azerbaijan) are around 4 mg/l, which is above the Georgian standard but well below the EU limits for effluents discharging to water bodies. More detailed analysis is needed to assess whether BOD5 reaches levels that are dangerous to the environment during periods of low river flow. Both countries must review the current over-strict water quality norms inherited from the USSR before discussing a plan to jointly manage river water quality in the future.
In addition, rivers and direct discharges to the Black Sea are of transboundary significance. Georgia is a signatory of the Bucharest Convention which aims to reduce pollution discharges to the sea.

2. National Policies regarding Further Development of the Water Sector

2.1 Water Supply and Sanitation

It is national policy (Presidential Decree) that water supply and sanitation infrastructure and management should remain under state control. Currently, the concept favoured is for the individual water utilities in each city to become more autonomous and commercial, while defining their responsibilities for service provision. The Gruzvodokanal would become the home for an association of the water utilities (vodokanals). Details of the status of the utilities, the relationship with Gruzvodokanal and the regulation of the industry (including tariff setting) have yet to be developed. It is government policy to develop these structures as soon as possible, taking advantage of the studies already carried out. 
The Government has written to the OECD requesting that a pilot project for the rural water supply and sanitation sector be established in Georgia, testing new methods of managing small scale services. The same letter requests that the OECD assists in establishing a pilot contract between a municipality and its water supply and sanitation utility, to establish clear goals and performance indicators. The government policy is to use these two interventions to pilot and then expand an improved water supply and sanitation sector that clearly separates the responsibilities of the urban and rural administrations and the utility organisations providing services. 
2.2 Integrated Water Resources Management

The Republic of Georgia has signed the ACP with the European Union on the convergence of legislation towards EU legislation and is committed to approximate Georgian water legislation to EU water legislation.
The Republic of Georgia has demonstrated through its participation in many donor-funded projects relating to joint use of the waters of the Mtkvari/Kura basin and through its signature of the Bucharest Convention that it is committed to reach full agreement with neighbouring countries and the littoral countries of the Black Sea on the joint management of transboundary waters. The Republic of Georgia will continue with this commitment and seeks agreement on joint management of all its transboundary water bodies. 
3.  Short-Term Priorities
3.1 Improvement of Town Water Supply

The lack of progress to date in reforming the water supply sector has resulted in slow progress towards improving service levels so that, despite adequate national water resources, municipal water supplies are intermittent. The priority is to immediately test reform proposals in at least a few cities to develop a suitable model for reform of the whole industry.
Changes to legislation will be required to enable models of new institutional arrangements to be tested.

Immediate priority works in each city have also been identified and implementation of these works at moderate cost would help to secure the water supply.

Next steps to improving the service provision by analysing pipe networks and identifying priority pipe replacement or provision of storage have been identified and should be implemented.
3.2 Reduction of Contamination by Municipal Wastewater

The lack of clear and reasonable targets for the quality of water bodies makes it difficult to prioritise the improvement of wastewater treatment. Changes to legislation to approximate to EU legislation are a priority.
Improved river water quality monitoring is also required before large investments are made in new wastewater treatment facilities.

A staged plan for improvement of wastewater treatment is needed to meet the requirements of revised legislation and commitments to neighbouring countries and the Bucharest Convention in a rational and efficient manner.
3.3 Improvement of Rural Water Supply and Sanitation

With city water supplies still being in a poor condition, little attention has been given to rural water supplies. Attempts to improve rural systems through local solutions should be sought, to avoid the expense of reinstating previous long pipelines.
3.4 National Coordination of River Management
There is a need to establish water quality management targets based on new legislation that approximates to EU water legislation. Monitoring systems must be improved, including some ecological monitoring, to enable proper assessment of water quality. A master plan for reaching the water quality targets is required.
Existing regulations and practices for managing the river basins and plans should be summarised together with plans for reaching the water quality targets and for monitoring progress in a set of River Basin Management Plans.
3.5 Improved Cooperation on Transboundary River Management

The GEF/UNDP project to reach agreement on management of the whole Kura/Araks river basin will eventually put in place inter-state cooperation structures but the details of any agreement can only be based on firm and agreed information. The first step to improving cooperation with Azerbaijan on the management of the Mtkvari/Kura River should be the agreement on a monitoring programme and agreement on common water quality approaches and targets.
4. Building Blocks
4.1 Blocks Already Submitted

Establishment and improvement of the basin management system of the Kura and Volga Rivers with the objective to improve the condition of the Caspian Sea.

Using the open database of transboundary monitoring of the Kura River conducted as the follow-up of the technical and consulting assistance rendered under the TACIS-JRM Programme and monitoring of the Volga River having a strong effect on the condition of the Caspian Sea, the NGO Aquamedia can develop and ensure implementation of a number of measures aimed at improving the structure of the Basin Water Management in the regions. Using its own resources and consultations to be provided by international experts, a unified structure of the water sector will be developed, including planning, regulation, usage and protection of water resources. Issues of water distribution and payments, taking into account the existing possibilities, will be presented as economic tools not only to the management bodies, but also to the local authorities. Extensive application of principles of interrelations of the functions within the basin will provide appropriate conditions for solution of problems relating to water resources management
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