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Industry overview – utility market 

Largely privatized utility sector with high barriers to entry 

 
 

– Utilities sector in Georgia growing at CAGR 8.3% (2006-2016) 

– Large part of the industry privatized, except for WSS utilities and irrigation  

– Reforms in progress for aligning the sector with the EU regulations 

GGU - only profitable player on Georgia’s WSS market 

 
 

– Largely depreciated water and sanitation infrastructure with average water losses at 

c. 70% (4-5 times higher than in western Europe)  

– Average collection rates from households in Georgia - c. 50% 

– GGU’s average collection rates - around 96% 

– Water utilities other than GGU heavily subsidized by state  

– c. 47% of the population serviced on the municipal level with bad service quality, 

frequent interruptions and poor coverage 
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30% 
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KazTransGas (Tbilisi)

Socar Group
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Natural Gas (privatized) 

Water 

Electricity (privatized) 

Coverage by population 
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New CAPEX 

Existing assets 

Net book value 

Total operating  

expenses 

WACC Return on assets 

Depreciation 

Allowed revenue 
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• Independent regulator – GNERC1 

• New tariff setting methodology since August, 2017 

• 3 year tariff setting period  

• WACC of 15.99% for first regulation period (2018-2020), up from previous 

13.54% 

Note 1: GNERC stands for Georgian National Energy and Water Supply Regulatory Commission 

Industry overview – water tariff setting methodology 
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• Electricity deficit during Sep-Apr 

• 8-month PPA policy in place 

• 20.3% of total consumption produced by gas-fired TPPs, 4.2% - imported (2016 data) 

Source: ESCO GWh 

Electricity supply and consumption, 2016 Actual and forecasted consumption 
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Electricity exports and prices, 2011-2017 

Source: ESCO, Geostat, EPIAS 

GWh USc/kWh 

• 9% growth of internal consumption in 9m 2017 

• Consumption growth forecasted at 5% CAGR in coming 15 years 

• Anticipated deficit of 6.1TWh by 2030 

• Decreasing trend of electricity exports to Turkey since 2015 due to increased internal consumption 

Industry overview – electricity market 
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At a glance 

Utility Energy 

GWP - Tbilisi Water 

 
 

 

Rustavi Water 

 

 

 

Mtskheta Water 

 

 

Gardabani 

WWTP1 

Zhinvali HPP  

 

(130.0MW) 

Tetrikhevi HPP 

(12.0MW) 

Population 

coverage:   

c. 1.4m 

Saguramo HPP 

(4.4MW) 

Pshavela HPP2 

(2.9MW) 

Committed projects 

Operating HPPs 
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Notes: 

1. WWTP stands for wastewater treatment plant 

2. Under operating lease  

Bodorna HPP 

(2.5MW) 

under construction 

Mestiachala HPP 

(50MW) 

under construction 

Zoti HPP 

(44.3MW) 

under development 

EBITDA 2017E: GEL 62m EBITDA 2017E: GEL 10m 

Company overview – GGU Group 
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EXISTING 

• 130MW Zhinvali HPP 

• 12MW Tetrikhevi HPP 

• 4.4MW Saguramo HPP 

• 2.9MW Pshavela HPP 

under management 

UNDER 

CONSTRUCTION 

 

• 50MW Mestiachala 

HPP 

UNDER 

DEVELOPMENT 

 

• 44.3MW  

Zoti HPP 

• Natural monopoly in water supply and wastewater 

services for Tbilisi, Rustavi and Mtskheta 

• Serves c. 548K customers – 1.4m people  

       (1/3 of Georgia) 

• Total water production – c. 560m m3 

Wastewater 

treatment plant 

serves customer  

base of water utility 

companies 

Notes: 

1. Bodorna HPP with 2.5MW installed capacity is under construction on the existing infrastructure, which is not included in 149.3MW 

2. UC refers to under construction 

3. UD refers to under development 

BGEO Group 
100% 

GGU 

Utility 

Tbilisi Water 
Utility 

Rustavi 
Water Utility 

Mtskheta 
Water Utility 

Gardabani 
WWTP 

Energy 

149.3MW1 
Existing 
Hydro  

50MW  

UC2 Hydro 

44.3MW 

 UD3 Hydro 

100MW 
Pipeline 
Hydro 

100MW 

Pipeline Wind 

50MW 

Pipeline Solar 

RP Global 
35% 
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Company overview – structure by shareholders and activities 
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Description of business cycle 

Water production 
Water treatment, transportation and 

dispatch 
Water distribution and sales 

Wastewater collection and 

treatment 

– River water intake 

– Wells 

– Infiltration basins 

 

– Wastewater collection system 

– Gardabani WWTP 

 

– 5 business centres managing the whole 

network in Tbilisi 

– Division by districts 

Production Distribution Treatment 

– Dispatch centre 

– Trunk pipelines (<500dm) 

– 6 water treatment plants 

– 55 pumping stations 

– 101 reservoirs 

Note 1: Schematic diagram given above represents infrastructure of Tbilisi water supply 

Company overview – utility business cycle 
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2011 2012 2013 2014 2015 2016

Number of households Number of legal entities

– 2 types of customers: 

• Legal entities – 100% metered clients 

• Households – c. 75% non-metered clients 

– Collection rates are around 96% 

– Non-paying customers cut off the power supply 

– c. 70% water losses 

Efficiency gains  

Number of clients 2011-2016 (thousand) 

Collection rates 2011-2016 

Overview 

543 
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93.2% 

95.3% 

96.9% 

95.6% 
96.0% 96.0% 

2011 2012 2013 2014 2015 2016

Collection rates37.4% 

18.4% 

32.1% 

5.4% 

6.4% 

Level 0 

Level 1 

Level 2 

Level 3 

Level 4 

Level 5 

Elevation 

0.4% Metering program and 

grid rehabilitation 

works focused on 

higher elevation zones 

kWh/m3 

0.0 

0.4 

0.7 

0.6 

0.7 

1.2 

Company overview - utility sales 

527 517 502 489 457 

% of total water supply 
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Company overview – share purchase agreement 
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– In 2008, the Government of Georgia sold 100% shares in GWP, RWC and MWC to GGU  

– BGEO Group acquired 25% interest in GGU in 2014 and became 100% shareholder in 2016 

– Within the Share Purchase Agreement (SPA), the government required the buyer to carry out number of obligations: 

 

– There are two remaining obligations under SPA that are due in May, 2018 (all other obligations are already duly performed) 

– Gardabani WWTP reconstruction is on track 

– USD 220m investment obligation is also in the set timeline 

January, 2014 

Uninterrupted (24h) water 

supply in Mtskheta 

Rehabilitation of sewage 

system in Gardabani 

 

Uninterrupted (24h) water supply 

in Tbilisi (new borders) 

 

Elimination of effluent discharge 

into Mtkvari river 

 

Uninterrupted (24h) water 

supply in Tbilisi (old 

borders) 

 

Rehabilitation of wastewater 

treatment plant in Gardabani 

January, 2011 May, 2013 

January, 2013 

January, 2015 

May, 2018 

Water quality corresponding to WHO standards in Tbilisi and Mtskheta 

Investment obligation of not less than USD 220m (2008-2018) 

Completed investment obligations – confirmed by the expert opinions and the Government 

Completed investment obligations – confirmed by the expert opinions (Grant Thornton and Samkharauli National Forensics Bureau) 

  

May 2008 

 

Signing SPA 

Outstanding investment obligations 
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2017 

50 MW HPP (Svaneti Hydro) 

Status – under construction 

Project cost – USD 62.7m 

Completion – by December, 2018 

 

2.5 MW HPP (Bodorna HPP) 

Status – under construction 

Project cost – USD 3.6m 

Completion – by September, 2018 

2018 

44.3 MW HPP (Zoti Hydro) 

Status – Under development 

Project cost – USD 57.5m 

Completion – by December, 2020 

Long-term pipeline1 

Hydro 

Capacity – up to 100 MW 

Project cost per MW USD 1.2 - 1.5m 

Wind 

Capacity – up to 100 MW 

Project cost per MW: up to USD 1.3m 

Solar 

Capacity – up to 50 MW 

Project cost per MW: up to USD 1.1m 

Note 1: Pipeline projects are at a very early stage of development, therefore given information is highly indicative  
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Company overview – energy project pipeline 
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Market price 

(67.5%) 

   Project main characteristics  

 

• Location – at the bottom of glacier, near city Mestia, 

      Svaneti region 

• Cascade of 2 power plants  - 20 MW and 30 MW 

• Penstock routes – 2 km and 8 km 

• Planned commissioning – December, 2018 

Monthly generation and price 
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Note 1: equity IRR is calculated on the assumption that the HPP is sold as a 8% yielding asset after five years of operation  

USD/MWh % of annual generation 

(LHS) (RHS) 

Company overview – energy (Svaneti hydro / 50 MW) 

   Project highlights 
    

      

Total project cost (US$ k)   62,720 

Total cost per MW (US$ k)   1,254 

Nominal installed capacity (MW)   50.1 

Net annual generation (GWh)      174.3 

PPA for 8 months (cents)  5.5c 

Debt/Equity structure  70/30 

FCFF/investment (%)   10.1% 

Equity IRR       19.5% 
1 
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Market price 

(48%) 
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(LHS) (RHS) 

USD/MWh % of annual generation 

Company overview – energy (Zoti hydro / 44.3 MW) 

Note 1: equity IRR is calculated on the assumption that the HPP is sold as a 8% yielding asset after five years of operation  

  Project highlights 
    

      

Total project cost (US$ k)   57,485 

Total cost per MW (US$ k)   1,297 

Nominal installed capacity (MW)   44.3 

Net annual generation (GWh)      164.3 

PPA for 8 months (cents)  
Nov-Feb: 4.4c 

Mar-Apr-Sep-Oct: 5.5c 

Debt/Equity structure  70/30 

FCFF/investment (%)   11.0% 

Equity IRR       19.4% 
1 

   Project main characteristics  

 

• Location - village of Zoti, Guria region in Western Georgia  

• Cascade of 2 power plants – 24 MW and 20 MW 

• Penstock routes – 1.9 km and 5.8 km 

• 2 tunnels – 1.2 km and 1.6 km 

• Planned commissioning – December, 2020 

 44   44  
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9% 
8% 8% 

9% 9% 
7% 7% 7% 

9% 9% 10% 9% 

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

% of annual output

4% 3% 
5% 

14% 

18% 
15% 

9% 
7% 7% 8% 

6% 5% 

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

% of annual output

Distribution of wind generation Typical distribution of a run-of-river HPP 

Source: ESCO GWh 

Deficit 

• Compared to HPPs, wind power plants (WPPs) have more even distribution 

throughout the year, adding around 1.5x more output to domestic supply deficit 

in the eight winter months  

• Current PPA policy grants fixed tariffs for 8 winter months 

• Merchant risk for wind projects is c.30% in May-Aug, as opposed to 48% on 

average in run-of-river HPPs 

• Lower merchant risk means higher leverage, better financing terms, and 

enhanced returns on shareholders’ equity   

Georgian electricity balance, 2016 

Company overview – why invest in wind power 
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100MW 

100MW 

20MW 

50MW 
100MW 

20MW 

 

 

 

Identifying wind project opportunities 

• Feasibility MoUs available for 7 sites 

• 3 locations at first stage of development 

• Full year measurement data on 3 sites available by March 2018 

• Targeting 100MW construction in 2019 

Further development stage 

Feasibility study stage 

Existing government-owned wind farm 
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100MW 

30MW 

Tbilisi 1 

Martkopi Tkibuli 

Tbilisi 2 

Company overview – energy (wind projects) 
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50MW 

50MW 

• Exclusivity Feasibility MoUs with the 

Government on 10 locations 

• 2 locations defined for further development 

(measurement stage) 

• To make solar projects feasible: 

– Better tariff terms from Government (at 

least 15.6 US cents for 8 months or 

10.3 cents for 12 months), or 

– Decrease in hard cost/MW (at least by 

50% to EUR 375k per MW) 

Identifying solar project opportunities 

Further measurement stage 

Early feasibility stage 
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Company overview – energy (solar projects) 
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Strong performance 

Revenue composition 

EBITDA and capex evolution 

G
E

L
 m

il
li

o
n
s 

EBITDA 2014-2019E Capex 1 2014-2019E  
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CAGR:  11.4% 

Note 1: Capex figures are presented including VAT 

50 36 57 

226 237 

469 

+9% 

Water: Funding secured from FMO, DEG, EIB, local 

bonds – GEL 265m 

 

Energy: Funding secured from Proparco, DEG, OeeB 

for Svaneti Hydro (D/E ratio of 70/30) 
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EBITDA margin 

+18% 

Performance highlights 
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WATER 

UTILITY 

ENERGY 

1 

CURRENT STANDING 

REVENUE 2017E: GEL 125m  

EBITDA 2017E: GEL 62m 

REVENUE 2017E: GEL 15m 

EBITDA 2017E: GEL 10m 

 

149.3MW existing capacity 

MEDIUM TERM GOAL 

 

EBITDA 2019E: GEL 70m + 

 

 

EBITDA 2019E: GEL 35m + 

 

200MW existing capacity 

 

DIVIDEND 

PROVIDER 

VALUE CREATION 

UPSIDE 

TARGETING 

2 
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Company strategy 
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Questions? 
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DISCLAIMER – Forward Looking Statements 

 

This presentation contains forward-looking statements, including, but not limited to, statements concerning expectations, projections, objectives, targets, goals, 

strategies, future events, future revenues or performance, capital expenditures, financing needs, plans or intentions relating to acquisitions, competitive strengths 

and weaknesses, plans or goals relating to financial position and future operations and development. Although BGEO Group PLC believes that the expectations and 

opinions reflected in such forward-looking statements are reasonable, no assurance can be given that such expectations and opinions will prove to have been 

correct. By their nature, these forward-looking statements are subject to a number of known and unknown risks, uncertainties and contingencies, and actual results 

and events could differ materially from those currently being anticipated as reflected in such statements. Important factors that could cause actual results to differ 

materially from those expressed or implied in forward-looking statements, certain of which are beyond our control, include, among other things: currency 

fluctuations, including depreciation of the Georgian Lari, and macroeconomic risk; corporate loan portfolio exposure risk; regional tensions; regulatory risk; cyber 

security, information systems and financial crime risk; investment business strategy risk; and other key factors that we have indicated could adversely affect our 

business and financial performance, which are contained elsewhere in this presentation and in our past and future filings and reports, including the 'Principal Risks 

and Uncertainties' included in BGEO Group PLC's Annual Report and Accounts 2016 and in its Half Year 2017 Results announcement. No part of this presentation 

constitutes, or shall be taken to constitute, an invitation or inducement to invest in BGEO Group PLC or any other entity, including any future entity such as BGEO 

Investments PLC or Bank of Georgia PLC, and must not be relied upon in any way in connection with any investment decision. BGEO Group PLC undertakes no 

obligation to update any forward-looking statements, whether as a result of new information, future events or otherwise, except to the extent legally required. 

Nothing in this presentation should be construed as a profit forecast. 


