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MINUTES OF DISCUSSIONS
ON THE PRELIMINARY STUDY ON THE PROJECT
FOR IMPROVEMENT OF WATER SUPPLY CONDITION
IN BATUMI CITY

In response to a request from the Government of Georgia (hereinafter referred
to as “Georgia™), the Government of Japan decided to conduct a Preliminary Study on
the Project for improvement of water supply condition in Batumi City (hereinafter
referred to as “the Project”) and entrusted the study to the Japan International
Cooperation Agency (hereinafter referred to as “JICA”),

JICA sent to Georgia the Preliminary Study Team (hereinafter referred to as
“the Team™), which is headed by Toshiyuki Iwama, Deputy Resident Representative,
United Kingdom Office JICA, and is scheduled to stay in the country from June 5, 2005
to June 23, 2005. : :

The Team held discussions with the officials concerned of the Government of
Georgia and conducted a field survey at the study area.

As a result of discussions and field survey, both parties confirmed the main
items described in the attached sheets.

Batumi, June 10, 2005

T%W 3144 VQ_?.

Toshiyuki Iwama Eduard N. Puktaradze

Leader Minister

Preliminary Study Team Ministry of Agriculture

Japan International Cooperation Agency Autonomous Republic of Achara
Georgia
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ATTACHMENT

1. Objective of the Project
The objective of the Project is to improve the water supply condition in Batumi City

and its surrounding area through the procurement of equipment for the water supply
system.

2. Project Sites
The project site, according to the current request is as shown in Annex-1.

3. Responsible and Implementing Agency

3-1 The Responsible Agency is the Ministry of Agriculture under the Government of
Autonomous Republic of Achara.

3-2 The Implementing Agency is the Department of Geology.

3-3 The organization chart of the implementing agency is shown in Annex-2.

3-4 The requested facility will be transferred to Batumi Water and Sewerage upon
completion of the project. Therefore the Team feels the necessity to include Batumi
Water and Sewerage as implementing agency.

4. Items requested by the Government of Georgia

As the result of discussions, the Team noted the requested components as shown in
Annex-3. JICA will assess the appropriateness of the request and will report the findings to
the Government of Japan.

However, Georgian side expressed to re-consider the contents of the request. The
Team replied to convey any change to the present request if it is in line with the overall
future plan to be worked out in the F/S by KfW.

5. Japan’s Grant Aid Scheme

5-1 Georgian side understands the Japan's Grant Aid Scheme explained by the Team, as
described in Annex-4.

5-2 Georgian side will take the necessary measures, as described in Annex-5 for smooth
implementation of the Project, as a condition for the Japan’s Grant Aid to be
implemented.

5-3 Georgian side (Ministry of Finance) explained that there are two possibilities of tax
exemption: (1) full exemption, and (2) repayment of tax by the Responsible Agency.

For (1) E/N needs to be ratified by the Parliament and for (2) appropriate amount of
budget must be secured beforehand. d/’___
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6. Donor Coordination
Georgian side (Ministry of Finance) pointed out that KfW finance will also be
available for improvement of water supply and sewerage to Batumi. The Team visited KfW
office and studied the content of the ToR of F/S financed by KfW. The Team noted that F/S
might contain the components requested for Grant Aid to Japan. Therefore, JICA will
carefully monitor the progress of F/S. Georgian side explained possible financing as
follows.
KfW: F/S and Loan for improvement of water supply, sewerage and institutional
reform.
Municipal fund (financed by World Bank): Rehabilitation of Chakvi water treatment
plant and Batumi sewerage main pipes.

7. Schedule of the study

The Team will proceed to further studies in Japan. The Government of Japan may
decide to conduct the Basic Design Study, if the Project is deemed feasible as the result of
the Preliminary Study.

8. Other Relevant Issues
8-1. Responsibility in the project
The Team explained that Georgian side should have full responsibility in securing the
land for water supply facilities, water right for extraction of groundwater, and all other
permissions necessary for the implementation of the Project in a timely manner.

8-2. Environmental Impact Assessment
The Team explained that Georgian side should confirm the requirement of the laws
and/or regulations on Environmental Impact Assessment related to the Project, and
should take the necessary actions to obtain the approval, if the project will be
implemented.

8-3. Georgian Side’s view on Existing Water Treatment Facilities
According to Georgian side, there is a need to secure at least two separate source of
water. Georgian side thus explained the rationale of their request. Furthermore, the
existing Chakvi source is prone to regular flood.

8-4. Task of the Team
Georgian side understood the Team will report the result of this study to the
Government of Japan for the decision of the implementation of the Basic Design Study.

8-5. Questionnaire

The Team requested that the questionnaire must be answered in written form by June
17, and handed over to the consultants. _—

7.
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(Annex-1)

The project sites

Russian Federatiow
Sokhumi i

¢

Black Sea :

)

.-’.'

{
'a Autonomous Repub

‘1' -

r I Kaskhsuan
Uksalay
Pussian Federsiivn
Alach Sen
Arsthaipa
Tuthay ¥l
Se
; lia tilamk Rep, of k2
Byvvan Axsh Rep | i Rep,

Qori “Tbilisi
0]
. s (o] .
Turkey Armenia Azerbaijan
o W0 km 200 kom
| = 4 |
e

w1-4



(g-xouuy)

" aBeiomag pue Jaje/ (wnieg

L P

_E:_mm jo b:mn_o_::_z

uoisIng
SIEYY [2IBUID

uoisialg Buw

uoising
sojshydoasy

uoising
ABojoagy
Bupasufugz

m:_:___a v:m >mo_0m0 ».o EmEtmamn_ mﬁ ,6 :mEh_m:U

Alojeioge J18A
ueolgnday auyy,

saueuels)
10 jusuwpedan
aylL

uoposadsu)
fenp sjued
pue spasg ay|

ele[py jo
Kiojeroqe-olg
ueolqnday ayy

uonels
uonIB0Id
elol4 aylL

Aieyjuesonyd
pue
uondadsul ayl

juswypedaq
1BA YL

CBuugy
tcm .Go,oow
10 EmEtmnmo

mz._.

Esiu_aa‘ o5 .mﬁw_:_s_

| (vaeyoy Jo S gnday snowrouojny ‘dIn)NOLISY Jo ASIUIIA)

Aywade Suyudwadur 3y Jo Jreyd uonpeziuesao ay |,

/

WUs1-5




(Annex-3)

Items Requested by the Georgian Side

No. Item Remarks

First phase project

1. | Equipment for boreholes (pumps and level detector) 30 places

2. | Materials for collection header (boreholes to service 1 lump sum
reservoir)

3. | Equipment for booster pumping station (with a capacity | 1 place
of 32,000m>/d)

4. | Material for rising main (900mm dia. DIP) 12 km
Second phase project

5. | Equipment for boreholes (pumps and level detector) 60 places

6. | Materials for collection header (boreholes to service I lump sum
1€Servoir) ‘

7. | Equipment for booster pumping station (with a capacity | 1 place
of 64,000m’/d) ‘

8. | Material for primary distribution pipe for new residential | 20 km

area (100-200mm dia. HDPE pipe)

16



(Annex-4)
JAPAN’S GRANT AID SCHEME
The Grant Aid Scheme provides a recipient country with non-reimbursable funds to
procure the facilities, equipment and services (engineering services and transportation of
the products, etc.) for economic and social development of the country under principles in
accordance with the relevant laws and regulations of Japan. The Grant Aid is not
supplied through the donation of materials as such.

1.  Grant Aid procedures
Japan's Grant Aid Scheme is executed through the following procedures:

Application (Request made by a recipient country)

Study (Basic Design Study conducted by JICA)

Appraisal & Approval (Appraisal by the Government of Japan and Approval
by Cabinet)

Determination of Implementation (The Notes exchanged between the Government of Japan

and the recipient country)

Firstly, the application or request for a Grant Aid project submitted by a recipient
country is examined by the Government of Japan (the Ministry of Foreign Affairs) to
determine whether or not it is eligible for Grant Aid. If the request is deemed
appropriate, the Government of Japan assigns JICA (Japan International Cooperation
Agency) to conduct a study on the request.

Secondly, JICA conducts the study (Basic Design Study), using (a) Japanese
consulting firm(s).

Thirdly, the Government of Japan appraises the project to see whether or not it is
suitable for Japan's Grant Aid Scheme, based on the Basic Design Study report prepared
by JICA, and the results are then submitted to the Cabinet for approval.

Fourthly, the project, once approved by the Cabinet, becomes official with the
Exchange of Notes (E/N) signed by the Government of Japan and the recipient country.

Finally, for the smooth implementation of the project, JICA assists the recipient
country in such matters as preparing tenders, contracts and so on.

2,  Basic Design Study
1)  Contents of the Study
The aim of the Basic Design Study (hereinafter referred to as "the Study™),
conducted by J ICA on a requested project (hereinafter referred to as "the Project") is

Ww1-7
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to provide a basic document necessary for the appraisal of the Project by the
Government of Japan. The contents of the Study are as follows:

—  Confirmation of the background, objectives, and benefits of the requested project
and also institutional capacity of agencies concerned of the recipient country
necessary for the Project's implementation.

= Evaluation of the appropriateness of the Project to be implemented under the
Grant Aid Scheme from a technical, social and economic point of view.

— Confirmation of items agreed upon by both parties conceming the basic concept
of the Project.

= Preparation of a Basic Design of the Project

— Estimation of cost of the Project

The contents of the original request are not necessarily approved in their initial
form as the contents of the Grant Aid Project. The Basic Design of the Project is
confirmed considering the guidelines of Japan's Grant Aid Scheme.

The Government of Japan requests the Government of the recipient country to
take whatever measures is necessary to ensure its self-reliance in the implementation
of the Project. Such measures must be guaranteed even though they may fall outside
of the jurisdiction of the organization in the recipient country actually implementing
the Project. Therefore, the implementation of the Project is confirmed by all
relevant organizations of the recipient country through the Minutes of Discussions.

2)  Selection of Consultants

For smooth implementation of the Study, JICA uses (a) registered consultant
firm(s). JICA selects (a) firm(s) based on proposals submitted by interested firms.
The firm(s) selected carry(ies) out a Basic Design Study and write(s) a report, based
upon terms of reference set by JICA.

The consulting firm(s) used for the Study is (are) recommended by JICA to the
recipient country to also work on the Project's implementation after the Exchange of
Notes, in order to maintain technical consistency.

3. Japan's Grant Aid Scheme
1)  Exchange of Notes (E/N)
Japan's Grant Aid is extended in accordance with the Notes exchanged by the
two Governments concerned, in which the objectives of the Project, period of

execution, conditions and amount of the Grant Aid, etc., are confirmed.
7.

o

~1-8



2)

3)

4

5)

"The period of the Grant Aid" means the one fiscal year which the Cabinet
approves the Project for. Within the fiscal year, all procedures such as exchanging
of the Notes, concluding contracts with (a) consultant firm(s) and (a) contractor(s)
and final payment to them must be completed.

However in case of delays in delivery, installation or construction due to
unforeseen factors such as natural disaster, the period of the Grant Aid can be
further extended for a maximum of one fiscal year at most by mutual agreement
between the two Governments.

Under the Grant Aid, in principle, Japanese products and services including transport
or those of the recipient country are to be purchased.

When the two Governments deem it necessary, the Grant Aid may be used for
the purchase of the products or services of a third country.

However the prime -contractors, namely, consulting, contracting and
procurement firms, are limited to "Japanese nationals". (The term "Japanese
nationals" means persons of Japanese nationality or Japanese corporations controlled
by persons of Japanese nationality.)

Necessity of "Verification"

The Government of recipient country or its designated authority will conclude
contracts denominated in Japanese yen with Japanese nationals. Those contracts
shall be verified by the Government of Japan. This "Verification" is deemed
necessary to secure accountability to Japanese taxpayers.

Undertakings required to the Government of the Recipient Country
In the implementation of the Grant Aid project, the recipient country is
required to undertake such necessary measures as the following:

@ To secure land necessary for the sites of the Project and to clear, level and
reclaim the land prior to commencement of the construction,

@ To provide facilities for the distribution of electricity, water supply and drainage
and other incidental facilities in and around the sites,

® To secure buildings prior to the procurement in case the installation of the
equipment,

@ To ensure all the expenses and prompt execution for unloading, customs

clearance at the port of disembarkation and internal transportation of the

products purchased under the Grant Aid. —

7
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® To exempt Japanese nationals from customs duties, internal taxes and other fiscal
levies which will be imposed in the recipient country with respect to the supply
of the products and services under the Verified contracts.

® To accord Japanese nationals whose services may be required in connection with
the supply of the products and services under the Verified contracts, such
facilities as may be necessary for their entry into the recipient country and stay
therein for the performance of their work.

6) "Proper Use"

The recipient country is required to operate and maintain the facilities
constructed and equipment purchased under the Grant Aid properly and effectively
and to assign staff necessary for this operation and maintenance as well as to bear all
the expenses other than those covered by the Grant Aid.

7)  "Re-export”
The products purchased under the Grant Aid should not be re-exported from the
recipient country.

8)  Banking Arrangements (B/A)

a)  The Government of the recipient country or its designated authority should open an
account in the name of the Government of the recipient country in a bank in Japan
(hereinafter referred to as "the Bank"). The Government of Japan will execute the
Grant Aid by making payments in Japanese yen to cover the obligations incurred by
the Government of the recipient country or its designated authority under the Verified
Contracts.

b)  The payments will be made when payment requests are presented by the Bank to
the Government of Japan under an Authorization to Pay (A/P) issued by the
Government of the recipient country or its designated authority.

9)  Authorization to Pay (A/P)
The Government of the recipient country should bear an advising commission
of an Authorization to Pay and payment commissions to the Bank. e

/-

ot

w1-10



FLOW CHART OF JAPAN'S GRANT AID PROCEDURES
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(Annex-5)

Major Undertakings to be taken by Each Government

For the procurement

No.

Ttems

To be
covered by
Grant Aid

Tobe
covered by
Recipient
Side

To bear the following commissions to the Japanese bank for banking
services based upon the B/A

1) Advising commission of A/P

2) Payment commission

To ensure unloading and customs clearance at port of disembarkation in
recipient country

1) Marine (Air) transportation of the products from Japan to the
recipient country

2) Tax exemption and custom clearance of the products at the port of
disembarkation

3) Intemal transportation from the port of disembarkation to the
project site

)

(@

To accord Japanese nationals, whose service may be required in
connection with the supply of the products and the services under the
verified contract, such facilities as may be necessary for their entry into
the recipient country and stay therein for the performance of their work

To exempt Japanese nationals from customs duties, internal taxes and
other fiscal levies which may be imposed in the recipient country with
respect to the supply of the products and services under the verified
contracts

To maintain and use properly and effectively the facilities contracted
and/or equipment provided under the Grant Aid

To bear all the expenses, other than those to be bome by the Grant Aid,
necessary for the transportation and installation of the equipment

(B/A: Banking Arrangement, A/P: Authorization to Pay)

w1-12
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