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Memorandum of Understanding

This Memorandum of Understanding
(hereinafter the “MOU”) is made on

September 15, 2009 (the “Effective Date”) by
and between the following parties:

(1) Government of Georgia, represented by the
Minister of Energy of Georgia, Aleksandre
Khetaguri, pursuant to decree of the Government of
Georgia #666, dated September 10, 2009,

(2) LLC ,,Georgian Investment Group Energy”,
with legal address at 66, Javakheti Str. 0182
Thilisi, Georgia (the“Company™), represented by
General Director Dimitri Abesadze.

1. Purpose

The purpose of this MOU is cooperation
between the parties in order to reach an
agreement on the principle terms of agreement
and determine in detail the terms and conditions
of business relations between the parties.

2. Subject of MOU

2.1 The Company shall ensure implementation
of the project consisting of construction, own
and operation of 2 hydro power plants —
KhobiHPP-2 and KhobiHPP-3 on the territory of
Georgia, in the Samegrelo (riv. Khobistskali) as
described in the Annex to this MOU (the
“Project™);

2.2 The Annexes to this MOU contains a
description of hydro power plants to be
constructed by the Company (the
“Facility/Facilities”), including the following
information about the Facility:

(a) Location;
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(b) Capacity;
(¢c) Size of required investment and the
approximate recovery term;

(d) Terms of obtaining construction permits,
commencement of construction and
commencement of operations;
(e) annual generation capacity.

2.3 After it is agreed with the Government the
Company is outhorised to transfer its full or
partial rights and/or obligations hereunder to any
third party.

3. Rights and Obligations of the Parties

3.1 For the purposes of implementation of the
Project, subject to the terms of this

MOU and the applicable legislation, the
Company shall:

(a) Ensure due review, expertise and analysis of
all required technical, economic and legal issues;

(b) Submit to the Government the reports
prepared by the company on the respective
technical, economic and legal issues;

(c) Secure the required investments in the total
amount 64 000 000 USD;

(d) Ensure construction of the hydro power
plants  described in the Annex and
commencement of their operations in
compliance  with  the respective terms
(timelines). This shall include obtaining any and
all licenses and permits required under the
applicable legislation of Georgia;

(¢) Submit to the Government periodically, per
six months, full information about the progress
of the implementation of the Project.

3.2 The Company hereby undertakes that during
implementation of the Project it shall ensure full
compliance with all technical, economic,
financial, legal and other terms listed for each of
the Facility in the Annex.
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3.3 For the purposes of power supply of the
country, in the winter of each year, namely the
months of December, January and February, the
full power capacity generated by Facilities shall
be sold (in accordance with the Power Balance)
exclusively for the purposes of meeting the
internal requirements of Georgia, which shall be
reflected in the Power (Capacity) Balance of the
respective year or other similar document.

3.4 For the purposes of Section 3.3 above,
during three months of the winter period as
indicated in Section 3.3, power plant shall sell
the power by the decision of the Company to
any purchaser in Georgia under a free
(deregulated) tariff, that is not considered as an
obligation of the Government.

3.5 In the period indicated in Sections 3.3 and
3.4 above, the power generated by the Company
through Facilities shall not be dispatched for
export and shall be sold in accordance with
Section 3.4, while in other months of the year
the Company shall be free in the choice of the
market (local/export), purchaser of the power
and price of the power to the sold.

3.6 In case of breach (delay) by the Company of
the term of obtaining a construction permit,
commencement of construction works and/or
commencement of operations of the Facility the
Government may unilaterally, by serving a
written notification, terminate this MOU to the
consequent  Facility, As a result of such
termination:

(a) Respective land plot (transferred to the
Company) shall be returned to the initial owner

o .
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without any compensation, if the initial owner of
the land plot is the State or local self-governance
bodies. In that case Company shall have the right to
dismantle immovable assets located on this land plot
that are created or financed by it, unless otherwise
agreed by the Parties.

(b) The right of the Company to implement the
respective part of the Project shall

be terminated.

3.7 The obligations of the Government of
Georgia are the following:

(a) Within its authorities, upon receiving a
respective  request from the Company, the
Government shall provide due assistance to the
Company in obtaining the documents and
information required for the implementation of
the Project;

(b) The Government shall assist the Company in
implementation of the Project in any manner
within its authorities, which may include
issuance of required permits and licenses ;

¢) Government shall ensurc Submiting to the
President of Georgia proposal for transferring the
necessary land plots for Facilities into the ownership
of the Company.

3.8 Section 3.6 of this MOU shall not apply if
the failure by the Company to comply with the
terms of the MOU is caused by Force Majeure
or unlawful actions on part of the Government
and/or any state body.

4. Project Expenses
The expenses related to the implementation of
the Project shall be fully borne by the Company.
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5, Effectiveness of the MOU and its
Termination. Reimbursement of

damages.

5.1 This MOU shall enter into force from the
moment of its execution and shall remain in full
force and effect for 15 years.

5.2 The MOU may be terminated in accordance
with the terms of Section 3.6.

5.3 Company is authorised to terminate
present memorandum unilaterally in case of
failure of fulfillment of obligations by the
Government. In such case, Government
should be informed no later than 60 days
prior to termination.

5.4 Each party is authorised to request
reimbursement of damages incured by illegal
action of another party.

6. Amendments

This MOU may be amended by written
agreement of the parties. If any provision of this
MOU becomes invalid or unenforceable, the
validity of other provisions shall not be affected.

7. Notifications

Any correspondence sent by the parties within
the framework of this MOU shall be made in
writing and shall be sent by mail, courier service
or facsimile transmission (with the original to
follow). The notification shall enter into force
immediately upon its receipt by the recipient.

8. Governing Law

Resolution
8.1 This MOU shall be governed by the laws of
Georgia.

and Dispute

8.2 The parties agree that they shall strictly
comply with the terms of this MOU, but in case
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of a dispute between the parties, they shall
attempt to resolve such dispute though
negotiations. In case of failure to reach an
agreement, all disputes arising out of this MOU
shall be resolved by common courts of Georgia,
in accordance with the applicable legislation of
Georgia.

9, Counterparts, Language of MOU

This MOU is made in to Georgian - English, two
original counterparts. In case of any
inconsistency between the two texts of the
MOU, the Georgian text shall prevail.
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sa0edpgdsmgmds / Location

woliobgangds / Name

@onmbo, Bobsdy / Region, River

bmdadgbo-2  / Khobi HPP -2

bmdadglo-3 / Khobt HPP -3

hbodoTys, 8. bmdolifysmo /
Chkhorotskhu, Riv. Khobistskhali
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Loddanagég / Capacity

wolbabgmyde [ Name

wareydmero Loddenog®y dag8. / Estimated Capaciti in MW

bmdodglo-2 / Khobi HPP -2 2500
bedodgbo-3  / Khobi HPP -3 11.00
36.00

wado / Total
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Size of Required Investment and Estimated Recovery Term

wobsbggmgde / Name

qaligyogeel daggmeds SR wewado f Size
of Investment USD

lnadnb bogadisumn gogs / Estimated Recovery
Term

whyglignggo

bewdodgbo-2  / Khobi
HPP -2

bwdodyla-3 7 Khobi
HPP -3

64 000 000

10 §ogno /10 years
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Terms of Obtaining Construction Permits, Commencement of Construction and Commencement of Operations

bgdstimgals omgdols goms /

LsBg6gdemm BodeBamgdo / Construction

73 msgoiosTo pBg90s /

Ne Labgengds / Name A . .
REDODIRYES Date of Obtaining Pemits Works Commencement of Operation
) beobodybo-2 / Kkhobi HPP-2 01012011 wolfygda / _lmcsnw..:wm mmﬁ 01.01.2011 wab@guondey 01012015
¢ / Commisioning date 01.11.2014
2 bedodgho-3 / Kkhobi HPP-3 01.09.2010 afiijgds / Launching date 01.09.2010 soobéigangds 01012014

/ Commisioning date 01.11.2013

S¢
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Fenoygdo vomBmadomQWor mEgbmds
Annual Capacity

nomdo 2odmdyToggds deb. 3@l /
oY B J9°33 2033

abobyrrgds / Name Annual Capacity min. KWH
bmdodglio-2 / Khobi HPP-2 154
hodedglo-3 / Khobi HPP-3 67

221

wodo / Total
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