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This policy paper aims to demonstrate to policy makers and the general public the advantages and
disadvantages of Georgia’s accession to the European Energy Community and to highlight the possible
risks and threats that may be associated with postponing the process of accession. The paper intends to
present civil society’s vision and standpoint regarding the on-going process.

This publication is prepared within the framework of the Open Society Georgia Foundation’s EU funded
project Strengthening capacities of the National Platforms (NP) of the Eastern Partnership Civil Society Forum
(EaP CSF) by the 3 Working Group on Energy Safety and Environment.

The views, opinions and statements expressed by the authors and those providing comments are theirs
only and do not necessarily reflect the position of Open Society Georgia Foundation and EU. Therefore, the
Open Society Georgia Foundation and EU is not responsible for the content of the information material.
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The main focus of the Georgia-EU Association Agreement is a phased approximation of Georgia’s
legislative and regulatory basis to EU norms. In the energy sector, the main mechanism for
the execution of this objective is Georgia’s accession to the European Energy Community (EC).
According to the Association Agreement, implementation of all Energy Efficiency Directives
should be enforced on the following terms: “Georgia shall enforce provisions of this Directive
within the terms agreed in accordance with the negotiations held on the issue of accession to the
Energy Community Treaty. In case Georgia fails to accede to the Energy Community Treaty within the
term of 2 years from enacting this Agreement, the Association Council shall be presented a proposal
on introducing new terms but not later than within 3 years from enactment of this Agreement.”
In other words, execution of the Directives must take place within the terms specified in the
framework of the negotiations on accession to the Energy Community; however, should these
negotiations yield no results, then Georgia must proceed within the terms agreed with the
Association Council.

The European Energy Community' was created in 2005, based on the International Treaty
concluded in Athens, Greece. It aims to bring the energy systems of its EU member and

1 www.energy-community.org
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southeast European countries closer together; establish a stable, united regulatory basis and
a sustainable market environment in the energy field, as well as increase the EU legislation
that regulates the energy, market and environmental sectors to both Europe and non-member
European states.

The Energy Community is comprised of EU countries and Eastern European non-member
states, including Moldova and Ukraine; while Norway, Turkey and Armenia have an observer
status.

The EC is considered to be a mechanism to ensure the introduction of a single transparent
energy market and stable investment environment in the EU neighbourhood. The European
Union considers Georgia’s membership of the EU Energy Community as one of the important
preconditions to implement strategic transit projects.

Georgia has enjoyed the status of observer in the Energy Community since 2007. In 2010,
preliminary negotiations on the Georgia’s accession to the Energy Community started. In
the same year, Georgia was unofficially invited to a special energy conference in Brussels
regarding its accession and in November 2010, European Commission President José Manuel
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Barroso invited Georgian president Mikheil Saakashvili to apply for a full membership of the
Energy Community, which the country did in January 2013. On February 20, 2014, EU Energy
Commissioner Glinther Oettinger, stated in Thilisi that?:

“Cooperation in the energy sector is crucially important for Georgia-EU relations. Official
negotiations were launched today on Georgia's accession to the Energy Community, which will
end in September this year... The European Energy Community creates conditions conducive
for building a modern and competitive energy sector, which in turn attracts investments for
energy production and developing networks, contributes to the trade in energy and enhances
sustainability and safe delivery. Georgia plays an important role in transiting fuels to the EU...
Putting the Southern gas corridor into operation will be a strong incentive for deepening
our future cooperation in the sphere of energy on mutually beneficial terms... We greatly
appreciate the decision of Georgia to bring itself closer to the EU, not only economically, but
based on the common values which we share today. This decision is much appreciated and we
should be looking forward to respective results. However, it's a long way ahead of us and the

2 www.weg.ge
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year 2014 will be an important year in this regards. Fulfilling these ambitious agreements will
not be possible without having a clear vision and making consistent steps. The EU stands ready
to help and assist Georgia in this historical journey.”

During Georgia'’s period as an Energy Community observer, certain barriers to the country’s full
membership were referred to:

»

Georgia does not share a direct land border with members of the Energy Community.
Turkey only maintains an observer status. With no direct access to the European energy
market it would be impossible to apply the Energy Community Treaty article that provides
for mutual assistance in emergency situations. Nevertheless, Turkey is trying to integrate
and harmonize its energy system with Europe’s, which would partially lift this barrier for
Georgia;

Implementing the third package of EU Energy Directives in Georgia was considered risky as
it imposed a threat to receiving optional and additional gas from Georgia’s South Caucasus
Pipeline as specified in the Transit Agreement;
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» Operation of vertically integrated companies in the energy and gas sectors is a barrier for
Georgia. The long-term memorandums Georgia negotiated with them directly contradicts
EU principles.

However, after several rounds of negotiations important compromises for Georgia were made
in a number of sensitive issues. It has been said repeatedly and openly that the negotiations
have been successful and nearly finalized, but in reality, the process of accession to the EC has
been delayed. In fact, negotiations were suspended in the early spring of 2014, when bilateral
consultations were disrupted with no explanations.

This situation raises serious cause for concern since an unjustified delay could harm the overall
process of Eurointegration. The following issues should particularly be taken into account:

» By signing the Association Agreement Georgia has undertaken the obligation to introduce
the EU energy legislation package. The negotiations within the framework of the Energy
Community define the timeframes and terms of its implementation. If the negotiations over
accession bring no results, the same directives shall nonetheless be introduced into the
Georgian legislation, although perhaps under stricter timeframes and conditions.
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Introducing the legislation and subsequent norms in compliance with European standards
and affirmed by the membership of the Energy Community creates a transparent and stable
legislative and regulatory environment, which in turn serves as an important precondition
for attracting strategic investors and increasing investment volumes as well as activating
the transit function of the country and implementing strategic energy projects in the
energy sphere.

Energy Community membership is an important step towards political association
with Europe and manifests the maturity of the political choice that should entail more
consolidated assistance from European and Euro Atlantic political structures being crucial
for country’s security.

Introducing European legislation is a benefit of its own. It envisages introducing market
mechanisms, the principles of transparency and a high quality legislative environment
which means changing an inadequate legislative and regulatory environment, phasing-out
the distressing practice of concluding non-transparent memorandums, de-monopolisation
of the market, introducing transparent market principles based on healthy competition,
creating professional environment and eliminating the opportunities for corruption.
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Energy Community membership also implies getting financial and technical assistance
while introducing European legislation.

After becoming a member of the Energy Community, Georgia will be able to receive
beneficial and long-term credits issued by the European Investment Bank, the lowest
interest credit resource.

Membership of the Energy Community requires the promotion of energy efficiency and
renewable energy sources, the protection of the environment and the principles of competition,
etc., which can be interpreted as the technological and institutional development of the country
and general public; postponing these principles is therefore unjustifiable. EC membership would
also activate the potential of renewable energy development by implementing joint projects.
According to the Ministry of Energy of Georgia: “As a producer of clean energy, Georgia will be
given the opportunity to trade in electricity with European countries via Turkey and establish
mutually beneficial trade relations with them.”

The Energy Community is a platform and forum for European energy relations, which Georgia
will be able to actively engage in with other countries. Despite the absence of direct energy

11
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links, it is possible to find ways to apply the Article provision of mutual assistance to EC
countries in case of emergency energy situations.

» Based on the national security concept, European integration, the harmonization of
legislations in the sphere of energy, and utilizing the transit potential of the country
is a national interest of Georgia. Therefore, the Georgian government should strive for
its implementation by applying all mechanisms, including membership of the Energy
Community.

» Georgia’s accession to the Energy Community corresponds to the energy policy of
the US on the European continent and coincides with the principles of the US-Georgia
Strategic Partnership Charter. The membership also meets the interests of NATO'’s
energy security.

» Having Georgia among its members of the Energy Community, the EU will have to respond
adequately to Russia’s actions on Georgia’s occupied territories. Russia is conducting illicit
acts in the occupied regions of Georgia (building a pipeline in Tskhinvali, extracting oil
from Abkhazia’'s continental shelf), thus grossly violating international law. In the case of
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Georgia’s accession to the European Energy Community, discussing and addressing these
issues will become a direct obligation of the EU.

An unreasonable suspension of the four-year long negotiating process following the
submission of an official application on accession to the Energy Community could be seen as a
sign of Georgia’s immature domestic political process or a change in the country’s foreign policy
direction, which could damage Georgia’s image as a reliable partner. This in turn will thwart the
progress of Euro integration and the implementation of projects that are strategically important
for the country. Meanwhile, opponents to Georgia’s Euro integration could take advantage of
this respite and create additional obstacles to the process. For example, in 2013 Russia offered
Moldova a one-third reduction in gas price and economic assistance in exchange for its refusal
to become a member of the Energy Community. Moldova rejected the offer and acceded to the
EC, which underlines the importance of the step that the country made.

The new EU leadership defined the establishment of an “Energy Union” a priority for the
upcoming 5-year period. The Energy Union should facilitate the formation of a single domestic
energy market and elaborate a mutually agreed EU position when dealing with third countries.
It is planned to create a Fund for Strategic Investments with a budget of 21 billion EUR, while

13



dgbymdal, 93Mm3ze3daol Bogh gfmasbo 3mbognol aodm3xdsggdslb dgbsdy
4394698056 FmngHomdobab. oggadamos @ssbrmmgdoom 21 8mAm.g360mb mo-
®937mgdob bGMo@ganmmo 0635LG0(309d0L gmbronb d9436s s ggHm3al Lonb-
39LG0m 35630b Bng® 67 M g3mmb as3gds 9bgMag@ogzmmo 3Gmgd@gdobom-
30b, GmIgmms LagMom pamgdymgds 300 dmeie. g36m ndbgds.

53y080, Bobowamgds gobbamgol 3Mm39Ldns. smbsobadbagas, MmA gbgMamgsog-
dotolb dgbobgd Bomdmeagbomon Babswawgds badlb 7bgsdl g3dm3ab gbgfgm-
399Mm056785bs ©s g3Mm3zezdamal bdgmmadys drmgol 3oMEbomEmmdal ygcm
3g0MHm 056083GMImmdol s70mgdmmdab. g3eim3ob gbgMamasgMmnsbydol
Lodngbm bodL 3L3sdL 08 Fogd@b, MM g3Mmzegdamol 9bgMamgagdota ybos
3obgl 356936m3yma 333060 Moms bgma dggbymb 356g36Hm3nmo gHomnsba do-
©5 35DMal Bodmysmndgdsb.

gmggmozg Dg8mo Rsdmmgmomn 800603b93L, Mm3 9bgMag@ognmo aogfmnsbgdal 693-
Amdadg Bmmadams3gdgdol godnsbyMgds dgbodmms, d3gybolb 3Gm@abagmuy®m asbgn-
®Mgdsdg Pofymmamam s0bobmb. dmygzebom Lamggdgmbg Pomalb mddabs ©s Lag®-
obggdob Bsm8m3mdal 30Gmdgd3da, LabyMggmoas, gedmamaibmb dgiEomdol smdsmmds
©5 3500339, Mo3gbom 5Mg1396@nMgdymoas 53 3Mm3gbab dghgMgds. doazeRbos, HmA
3060367 Lo gombo 3oMmmadybBobs s badmdomadm babmasmgdol IbGowabsaz 8@
4Mo0mgdabs o RsMmgmmdsl dmaombmgl.

67 billion EUR has been earmarked by the European Investment Bank for projects in the energy
field amounting to a total budget of 300 billion EUR.

The proposal is presently under discussion, however, it underlines the necessity of stronger
cooperation between the European Energy Community and Euro-Mediterranean Partnership.
Moreover, the Secretariat of European Energy Community stresses that the European Energy
Union should become a pan-European union to facilitate the creation of a pan-European single
domestic energy market.

Clearly, protracting negotiations on accession to the European Energy Community may
negatively affect the pro-Western development process of Georgia. It is important to
eliminate the prospects of misapplication to the European Energy Community ascension
and to provide clear grounds for the delay in this process, especially when considering
the benefits and emerging threats towards development in this direction. We believe that
this issue requires more attention and active involvement of both parliament and the civil
society.
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