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Former EU Commissioner: “Russia is a Problem”

Number of Passengers Travelling to Ukraine from
Georgia Increased by 34.5% in 2014

Digital TV Turning Out To Be Unprofitable for
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Are Georgians too Impatient?
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The FINANCIAL -- Georgia should build more small-sized hy dropower facilities instead
of the Khudoni Hydro Power Plant, Dr Atif Ansar, Associate Fellow of the Said Business
School, University of Oxford, believes.
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looking at the example of Norway, and try toacquire the technical know-how of how to
use natural support. The basic recommendation is tostart small and do it
intelligently,” Dr Atif Ansar told The FINANCIAL.

“To examine the country’s ability tobuild a mega-project like Khudoni the
Government should think about the country’s macro economic situation as well as the
exchange rate. The second challenge which the Government should take into
consideration is how long the project will take. If a project takes more than 3 to4 years
then it is already a large project and only countries with stable income and exchange
rates are able to handle such projects. The decision-makers in Georgia should evaluate
the macro economic climate over the last 20 years. Mega-dams are long-term projects,
spending 8 and often more than 10 years on construction. These long-term horizons
mean that dam projects are ineffective in resolving urgent energy crises and are
vulnerable to currency volatility, hy perinflation, political tensions, swings in water
availability and electricity prices,” he said.

“Khudoni is huge. It is planned tohave a 200-meter tall concrete double-arch-gravity
dam wall along with 3 turbines with a nominal capacity of 233.3 MW each having a
total capacity of 700 MW making it one of the largest dams under construction. As far
as I know, the project was planned to be started in the early ‘8os and it has not yet been
started. Thisis a typical early warning for a dam disaster project - to be delayed and
delayed. As a general rule of thumb, many smaller, more flexible projects that can be
built and go quicker, and are more easily adapted tosocial and environmental
concerns, are preferable to high-risk dinosaur projects like conventional mega-dams,”
Ansar added.

Khudoni Hydro Power Plant is a projected power plant on the Inguri River, in
Samegrelo-Zemo Svaneti. The construction of the Khudoni Hy dro Power Plant started
in 1979 and was stopped after protests over environmental concern in June 1989. In
2005-2006, the Georgian Government started to seek investments to continue the
Khudoni project. According to the Georgian Government-commissioned and World
Bank -supported study, the construction of the Namakhvani, Paravani and Khudoni
hydro power plants are the most attractive scenarios for the development of Georgia’s
energy sector. Environmentalists remain sceptical about the Khudoni HPP project. The
construction will cause flooding of the highland village of Khaishi, the local population
believes.

The World Bank considers the impact of the dam’s construction on the microclimate to

be of a “very localized nature”.

“The construction costs alone of large dams are on average more than 90% higher than
their budgets at the time of approval. But the final costs - including debt servicing,
inflation or cost overruns - are likely to be much higher still. The magnitude of cost
overruns hasnot declined over time, with dams being built today as likely to gowrong
asat any time during the 70 years for which data exists. The overall cost of
construction of large damsis so high that economically it is not viable particularly in
developing countries. On average, the overall cost of large dams ends up being over 9o
percent more than the original estimate. For example, if a dam was estimated to cost a
million dollars but the time frame for the project is expanded, the costs are nearly
doubled. The cost is therefore much higher and the benefits are much lower,” Ansar
said.

Q. Iflarge dams are not economically viable and do not realize their planned benefits,
then why are the politicians and international organizations still focused on mega-
projects and why dothey support their implementation?

A. Tt isunclear why the politicians like to build large dams. There are two reasons in
my opinion. One - they are optimistic about the idea, which we call being a “fool”, and
two -they are strategically misrepresenting the extra costs, which we call being a
“liar”. People optimistically think that large dams will bring them a lot of benefits and
they look at such examples asthe Hoover Dam in the USA, which is an often-heard
argument in favour of building new large dams. Instead of relying on the outcome of
just one project, decision-makers should consider evidence for the entire population. In
the case of large dams, the probability of failure dominates. If leaders of emerging
economies are truly interested in the welfare of their citizens, they are better offlaying
grand visions of mega-dams aside.

Q. The research you conducted with your colleagues considered several emerging
markets. What was the economic damage inflicted on those markets by the building of
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EU leaders pledge support to
Ukraine, consider sanctions against
Russia

08/03/2014 14:50 (2 Day 16:53 minutes ago)

The FINANCIAL -- The European Union has strongly

s

condemned Russia’s “unprovoked violation of Ukrainian

sovereignty and territorial integrity” and called on the
immediate withdrawal of its armed forces, according to
EU Neighbourhood Info.

Read more...

Hillary Clinton’s Strengths: Record at State, Toughness, Honesty
Public’s anti-incumbent mood hasn't alw ays predicted big electoral
swings

Indians Want Political Change
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PwC European Hotel Forecast
Expects Growth in 2014 and 2015
08/03/2014 17:54 (2 Day 13:49 minutes ago)

The FINANCIAL -- Growing optimism about economic
growth is fueling expectation for hotel sector growth in
17 of 18 major European cities surveyed in the third
annual PwC European Cities Hotel Forecast.

Read more...

Starw ood Hotels & Resorts Continues Rapid Grow th in Turkey
Marriott International Opens First Marriott Hotel in Osaka

Strong Start for Passenger Demand in 2014
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large dams?

A. A brisk building boom of hy dropower mega-dams is underway from China to Brazil.
Whether the benefits of these new dams will outweigh the costs remains unresolved
despite contentious debates. Budgets are sy stematically biased below actual costs of

large hydropower dams—excluding inflation, substantial debt servicing,
environmental and social costs.

Brazil’s Itaipu Dam was built in the 1970s, where a 240% cost overrun impaired the
nation’s public finances for three decades. Despite producing much-needed electricity,
Itaipu is unlikely to ever pay back the costsincurred to build it. The Three Gorges Dam
in China is an “environmental bane” that will cost over USD 26.45 billion over the
next 10 yearsin environmental “mitigation efforts”. Despite their outsized financial
and environmental costs, the purported benefits of large hy dropower dams prove
uncertain. For example, the World Commission of Dams reported that for large
hydropower dams “average hydropower generation in the first year of commercial
operation is 80% of the targeted value”—a trend of which the recently completed

Bakun hydroelectric project in Borneois an alarming example.

The scale of contemporary large dams is sovast that even for a large economy such as
China’s the negative economic ramifications “could likely hinder the economic
viability of the country asa whole” if the risks inherent to these projects are not well
managed.

Q. Aswell as building more small-sized dams, what are your additional suggestions to
the governments not only in Georgia but other emerging markets too?

A. Before making any energy investment, we propose to create transparency on risk
profiles of various energy alternatives, from not only the perspective of financial cost
and benefit but also environmental and social impact. Improve resource allocation
through outside-in view to estimate costs, benefits, time, and broader impacts such as
greenhouse gas emissions incurred in building a project and emission created or
averted once a project becomes operational.

A comprehensive global dataset that can create such transparency on risk profiles of
energy alternatives does not yet exist. We have sought tobridge this precise gap by
providing impartial evidence on large hy dropower dam projects. As a venue for
further research we hope valid and reliable data on the actual cost, schedules, benefits,
and impacts of other production technologies will become available to enable

comparative analysis with novel implications for theory and practice.
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