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Basic Goals 

• Monitoring of the operation of the energy sector companies

• Monitoring of financial and economic efficiency of the
energy sector companies

• Monitoring of capital assets, expenses, cash flow
accounting and, financial outcomes and compliance with
standards in force of the energy sector companies

• General market monitoring
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Monitoring Process

• By Decree of the Commission, Rules of Control over Operations in
Electric Power, Natural Gas and Water Supply Sector

• By Resolutions of the Commission forms of Capital, Operational, 
Statistical and Annual Financial Reports have been adopted for 
Electric Power, Natural Gas and Water Supply Sector

• The Commission conducts monitoring of the electric power, natural 
gas and water supply companies based on capital and annual 
financial reports submitted by the companies
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Legal Framework
Laws of Georgia

- Concerning Licenses and Permits
- Concerning Electric Power and Natural Gas

Subordinate Acts in force

- Decree #23 of the Commission of September 18, 2008, On 
Enactment Rules of Control over and Licensing of Operations in 
Electric  Power, Natural Gas and Water Supply Sector

1. Rules of Control over Operations in Electric Power, Natural Gas 
and Water Supply Sector

2. Licensing Rules

- Decree #20 of the Commission of September 18, 2008

- On Enactment of Energy (Power) Supply and Consumption Rules
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Types of Operations Control and Timeframe of 
Submitting Reports

• Reporting on operations – compliance with service 
conditions

• Selective monitoring

• All companies operating in electric power sector are 
obliged, from 1st of April to 1st of May, to submit to the 
Commission (in the form approved of by the Commission) 
reports on compliance with operation/service conditions, 
and operational/statistical reports within one month from 
the end of each quarter

• Action plan for the following year
• Investment program for the current and following years
• Contracts entered into (upon request)
• Any other information the Commission deems necessary

The reports should be verified by duly authorized persons
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Operation Requirements and Conditions

• Accounting in accordance with international standards of
accounting

• Registration of power dispatched, received and supplied by
power market actors (generation, import, dispatch,
transmission, distribution, export)

• Due execution of the Commission requirements

• In case several industrial operations are being carried out
– individual accounting and reporting to the Commission

• Additional reports to be submitted based on the
peculiarities of the operations

Monitoring of licensees’ operations by the Commission Office
is based on analysis of reports annually submitted by the
licensees
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Based on the analysis of the reports submitted 
by the licensees, Commission chooses the way 

to react:

• Written recommendation, Commission Resolution
indicating term by when the incompliance should be
corrected

• If the licensee fails to correct incompliance within
the term set by the Commission, the fine is to be
tripled, new term is defined, by the end of which, if
the issue is still unsolved, the fine is tripled.

• If all of the conditions above are not met, the
Commission withdraws the license.

• Given certain circumstances, the Commission may
appoint special manager – in order to ensure licensed
operation meets the requirements
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Financial Reports
Quarterly Operational/Statistical Reports

• Quarterly reports’ forms give us certain understanding of technical-
economic status of the utility and it also has a statistical importance.
Based on such information, the conclusion can be made on the utility’s
performance;

• The received information can be used for comparative analyses and
based on the least, he respective conclusions can be made: analyses of
the system loses and submitting the respective conclusion with regard
to normative losses on their basis;

• The quarterly industrial-statistical reports include the following
components: basic operational indicators of the utility, sales volumes,
prices and revenues, investment in main assets, operational costs,
number of personnel
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Monitoring and Analyses of Financial 
Reporting

• Is used for setting and controlling the prices. Represents basis for just
tariff setting, on the one hand ensuring economic viability of the utility,
and on the other hand protecting the interests of the customers;

• The reporting system of the utility shall be understandable fro the
Commission, in order to make able financial assessment of the utility,
provide information necessary for tariff setting. It shall take into
consideration main BASS principles, and comply with the reporting
legislation requirements;

• For the Commission, which is protecting the customers’ interests, it is
important that the utilities present financial report separately for each
of the regulated activities.
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Structure of Financial Report

• Balance sheet;
• Income statement;
• Cash flow calculations;
• Report on changes in equity capital;
• Notes in the financial statements (explanations).

 Form of financial reporting in electric power, natural gas and water
supply sectors approved by the Order of the Commission (Exhibit 1).

 Based on the specificities of the activities, on the level of the respective
sub-accounts, the components of the reports for each of the regulated
activities shall contain the balance sheets..

 Monitoring of the structural components of the reports allows us
analysing the financial status of the utility: cost of the equity capital,
level of liquidity, profitability, investment activities.
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Monitoring Tools

• Tools that are being used for the activity monitoring reflect financial
status of the utility and allow assessing outcomes of previous decisions
and tariff structure.

The tools used for analysing financial indicators are divided into 
following main categories:

• Liquidity Coefficient – shows how fast is utility able to fulfill its
obligations, i.e. how fast the assets can be converted into cash.

• Indebtedness Coefficient – ratio between total assets of the utility to the
loans and/or its own revenues.

• Assets’ Turnover Coefficient – is used for utility’s production cycle
pricing and composition of its current (liquid) assets.

• Profitability Coefficient – is used for assessment of utility’s activities
generating revenues.
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Analyses of Financial Report

• Analyses of main financial coefficients shall be carried out on basis of
the annual report submitted by the utility. All financial parameters
that are necessary for identification and analyses of the
abovementioned coefficients and indicators are included into the
balance sheets, income statements and cash flow reports;

• Based on analyses of these and other financial parameters, financial
department shall prepare conclusion on financial status of the utility
and shall present its proposals to the Commission and respective
departments;

• Besides the general financial analyses of the utility’s regulated
activities, the submitted financial reports shall also be studied with the
purposes of tariff regulation.
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Analytical Monitoring Approaches

• If liquidity, indebtedness, asset turnover and profitability indicators
deviate from the industry average values, regulatory body can doubt
the tariff base;

• Interpreting financial indicators separately is difficult, and therefore
the financial indicators shall be assessed from two aspects: in
comparison with the data of the same utility for the other period and in
comparison with the data for different utility for the same period. The
both can be performed with use of trend analyses, with reflection of
changes. This allows defining how the financial indicators of the utility
change in time, and how the average trends in the industry are coming
closer to each other .
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Outcomes and Objectives of 
Financial Report Monitoring

• The amount of money that shall be received through tariffs and that
shall ensure receiving reasonable revenues by the utilities, as well as
the protection of the customers’ rights is very strongly depending on
correct identification of various expense elements for the regulated
activity types;

• Many utilities represent the subdivisions of large corporations that are
involved in the various activities, and in such cases it becomes very
difficult to identify those financial indicators that shall be attributed
directly to the regulated activity. However, the regulator, as a rule,
requires separate accounting for financial outcomes and income-loss.
Despite the existence of certain general interpretation methods that are
mainly based on the fixed assets distribution and/or capitalisation of
operational revenues, it is very hard to check distribution of all
aggregate expenses between regulated and non-regulated activities. It
is extremely important to develop the qualified expense allocation
methodology, in order to justly and accurately define the tariffs for
each particular case. There is no uniform approach in energy sector
that would allow resolving issues.
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Thank you for your attention!
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