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PREFACE
This Status Report is the third deliverable submitted under this scope of work as part of the
Georgia Mining Sector Development Programme, Phase 1: Policy and Strategy, following the
earlier submission of an Inception Report and Best Practice Report and will be followed by
additional deliverables as described under the Terms of Reference. This document has been
prepared based on literature and legislative review, information provided, and consultations
conducted during an inception mission (June 2018) and follow on missions (September and
December 2018, February 2019).
The implementing consultant is Adam Smith International (ASI); Project Manager is Antonia
Mihaylova, ASI Manager, Mining, Oil and Gas. The individual consultants preparing this Status
Report are Mary Louise Vitelli, Esq. and Ucha Dzimistarishvili. Ms. Vitelli is a US Lawyer who
has provided legal and governance advisory on minerals and related resource management
1
throughout developing and transition economies of the world for more than 25 years working
with public and private sector clients. Ms. Vitelli has worked around the world including in
former Soviet states with emphasis on the minerals sector and has provided advisory on an array
of policy, strategy, legislative and extractive sector governance issues. Mr. Dzimistarishvili is a
Georgian lawyer with 10 years of experience working on international donor-funded projects
with the Government of Georgia on legislative drafting, public-private partnerships and legal
advisory. In 2015, Mr. Dzimistarishvili served as the lead local lawyer for the United Nations
Economic Commission for Europe (UNECE)-funded assignment to draft new Environmental
Impact Assessment (EIA) and Social and Environmental Assessment (SEA) legislation; the EIA
Code was recently adopted and came into force in early 2018.
The Government of Georgia (GoG) through the National Agency of Mines (NAM) has assisted
in ensuring that useful information has been available for this review. Special thanks to Maia
Zavrashvili, Head of NAM and Gvanca Bitsadze, Acting Head, International Relations and
Project Management Unit, NAM. Great appreciation for the leadership of the Ministry of
Economy and Sustainable Development (MoESD) and very active participation and
consultations with NAM staff and various Government officials, the Inter-governmental
Steering Committee members, private mining companies operating in Georgia and
non-government organisations. Consultant’s contract is funded and managed by the European
Bank for Reconstruction and Development (EBRD). Special thanks to Mr. Paul Moffatt,
(Operational Leader) of the General Counsel, Legal Transition team at the European Bank for
Reconstruction and Development (EBRD) for continued support and assistance throughout this
assignment. Additional acknowledgment and thanks to the translators and interpreters who have
Countries of Work Experience. Afghanistan, Armenia, Belize, Brazil, Dominican Republic, Egypt, El Salvador,
Ethiopia, Georgia, Guatemala, Guinea, India, Indonesia, Kazakhstan, Kenya, Kyrgyzstan, Lesotho, Liberia, Mexico,
Mongolia, Mozambique, Myanmar, Nepal, Pacific Islands (i.e., Cook Islands, Fiji, Solomon Islands, Palau, Papua
New Guinea, Tonga, Vanuatu), Pakistan, Philippines, Romania, Russia, Senegal, Sierra Leone, South Africa, South
Sudan, Sri Lanka, eSwatini (formerly Swaziland), Syria, Tajikistan, Turkmenistan, Ukraine, Uzbekistan, West
Bank/Gaza.
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supported this work as well as to Jennifer Seaman for her assistance in formatting programme
documents.
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Acronyms and Abbreviations
ASI

Adam Smith International

CCMA

CC Metals & Alloys, LLC

CENN

Caucasus Environmental NGO Network

EBRD

European Bank for Reconstruction and Development

EIA

Environmental Impact Assessment

EITI

Extractive Industries Transparency Initiative

EU

European Union

GAA

Georgian American Alloys

GDP

Gross domestic product

GEL

Georgian Lari

GET

German Economic Team

GIG

Georgia Industry Group

GIS

Geographic information system

GIZ

Deutsche Gesellschaft fur Internationale Zusammenarbeit, GmbH
(German Society for International Cooperation, Ltd)

GKZ

State Commission on Reserves (Russian language abbreviation)

GTUC

Georgian Trade Union Confederation

GoG

Government of Georgia

G4G

Governing for Growth (in Georgia)

ILO

International Labour Organisation

INGOATE

Interstate Oil and Gas Transportation to Europe

ISO

International Standards Organisation

JORC

Joint Ore Reserves Committee

KB

Kvemo Bolnisi Copper Gold Project

Km

kilometer

LEPL

Legal Entity of Public Law

LLC

Limited liability company/corporation

MOESCS

Ministry of Education, Science, Culture and Sport

MoESD

Ministry of Economy and Sustainable Development

MoEPA

Ministry of Environmental Protection and Agriculture

MoHLSA

Ministry of Health, Labour and Social Affairs
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MoIDPfOTLHS

Ministry of Internally Displaced Persons from the Occupied Territories,

Labour, Health and Social Affairs
MSG

Multi-stakeholder group

NAM

National Agency of Mines

NEA

National Environmental Agency

NPG

Independent Trade Union (Russian language abbreviation)

PDAC

Prospector’s and Developer’s Association of Canada

RMG

Rich Metals Group

UNECE

United Nations Economic Commission for Europe

UTU

United Trade Union
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Executive Summary
Minerals of Georgia
Georgia is host to an array of minerals that include aluminium, antimonite, arsenic, barite,
bentonite, clay, coal, construction materials copper, diatomite, gold, lead, manganese, marble,
precious gems/stones, zeolites, and zinc. While a country-wide geological map has not been
prepared to reflect the current state of the country’s mineral reserves, some mapping has been
conducted. A “cadastral map” indicating licence areas is also maintained. In Georgia, geodata
collection, safe storage, access to, and Government’s analysis capacity is problematic and should
be improved through more on-the-ground survey work, use of modern technology and
strengthened geodata management.
History of mining in Georgia
Georgia has a history of mining that for decades has helped to generate revenues important to the
national budget. As part of the former Soviet Union, Georgia’s minerals were integral to certain
industrial and manufacturing operations including domestic steel production. The exploitation of
minerals was ongoing throughout Georgia as part of the overall Soviet-era industry value chains
that linked former Soviet states’ production (e.g., production, processing and other activities
were conducted in each former Soviet state and integrated with other state’s production). At that
time, minerals sector governance was characterized by central planning, state-owned mining
companies and controlled pricing.
Following the geopolitical changes of the early 1990s and independence of Georgia, State
mining ownership and investments in mining diminished. Significant economic reforms
followed the 2003 Rose Revolution to facilitate open markets. Institutional arrangements,
banking and business ownership structures were greatly modified, and privatization actions were
implemented. Georgia gained standing as a viable reform economy that generated interest of
international investors including in minerals development. This increased attention translated
into major infrastructure investments and improvements, including oil pipeline networks that
leveraged Georgia’s geographic position as a transit point between Asia and Europe. More
economic and structural change was introduced following the 2012 elections, specifically where
miners returned to striking to protest pay and conditions and new labour compacts emerged.
Today’s minerals market
Georgia is an established and open mining market. In Georgia’s current minerals market only
private investment is used in minerals development including some value-addition investments
such as the production of steel, rebar, clinker and cement. Up to 4500 mineral licences are
issued of which roughly 1700 are for construction materials (quarry operations) and 2300 for
2
groundwater operations. Current mining investments in Georgia include what can be described
as 3-4 significant operations, some of which include value-addition processes (e.g., smelting,
2

Information provided by NAM and NAM records.
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steel, power production, cement) and approximately 25 licences that collectively serve as the
largest licences based on licence area and prescribed fees.
Georgia’s mining sector is characterized by several significant deposits and investments in
manganese, copper and gold and small-to-medium size quarry operations, primarily marble and
construction materials. Mineral types (e.g., solid, metals) as well as mines and quarries are not
distinguished; groundwater is managed under the minerals’ regulatory regime. Some of the
larger investments have taken over legacy mining operations including use of antiquated
equipment and technology and processing of extracted minerals. One such investment is
temporarily suspended due to safety violations (Tkibuli coal) while another is under special
management until certain key issues are resolved (Chiatura manganese).
Investment decisions generally rely on archived data or data generated by the investor and
incomplete geological mapping. Globally, Georgia is highly ranked as a favourable investment
climate for “economic freedom” and overall ease of doing business; Georgian and foreign
mining investments are equally treated. No offshore deep-seabed mining is presently conducted
but Georgia through its National Agency of Mines (NAM) receives information on and
participates in the international deep-seabed mining organisation. Interest in geothermal
licencing has increased but clear and specific regulatory oversight processes are not in place.
Especially in the last five years, renewed interest in Georgia’s minerals sector has emerged; it is
estimated that 35% exports are mineral-related (raw, processed and semi-processed minerals).
3
Apparently because of its untaxed export policy , Georgia has quietly become a “re-export” or
4
transit country for gold, copper, and ferrous metals mined in other countries. . The sector
contributes to the nation’s gross domestic product (GDP). It is estimated that up to 30 000
5
Georgians are employed in the minerals sector (e.g., exploration, mining and processing), a
decrease from a decade ago.

3

Additional assessment of the circumstances facilitating re-export is needed.
Metals that primarily contain iron.
5
NAM information. (Current population approximately 3.91 million
www.worldpopulationreview.com/countries/georgia-population/)
4
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Governance of minerals in Georgia
Considerable opportunity exists for improved improve effectiveness and efficiency of minerals
governance in Georgia.
This includes, more
understanding of mineral distinctions and mining
phases, strengthened regulatory oversight toward
optimizing mineral investments while balancing the
risks and benefits of minerals development. The
current minerals governance context does not
adequately reflect the non-renewable, dynamic, and
temporary nature of mineral investments – the new
Mining Sector Policy addresses these aspects.
While the overall investment climate in Georgia ranks high amongst comparative world markets,
modern governance and individual capacity specific to minerals is less developed. In recent
years, Government has taken active measures to restructure and reinvigorate governance
mechanisms supporting minerals sector development. These include: the establishment and
staffing of the National Agency of Mines (NAM) in 2017, review of sector operations and
development of Georgia’s first Mining Sector Policy. These are significant actions that shall
continue as Government seeks to strengthen institutional arrangements, legislative frameworks,
improve investment promotion and facilitate transparent and accountable operations.
Considerable Soviet-industrial-era legacies permeate minerals governance processes. These
include narrow legislative scope and significantly neglected mining-related environmental
rehabilitation and remediation needs. Especially with respect to environmental matters, historic
mining impacts (e.g., acidic water seeping from aged tunnels) dangerously linger and have not
been adequately assessed or sufficiently addressed. This includes both “upstream” or direct
mining impacts as well as “midstream” transport and storage issues and “downstream”
processing impacts. Stringent reserves reporting and calculation of fees likely fails to capture
true benefits of mineral developments.
The legislative framework in which minerals rights are awarded, regulated and monitored is
disperse and incomplete. Discussions are underway to identify useful measures to consolidate
and harmonize institutional and legislative frameworks to be clear and predictable.
Minerals rights are solely awarded by auction to the highest bidder – the general perspective is
that “minerals rights are purchased” not awarded. This perspective does not adequately capture
the uniqueness of minerals development and its being a non-renewable investment. Technical
and other pre-award qualification criteria is not required.
Emphasis of the current licencing regime is on production (extraction) with insufficient attention
placed on pre-extraction activities such as exploration. The current market aligns all types of
mineral investments under two licence types: (1) exploration and exploitation and (2)
exploitation. These categories do not adequately reflect (a) phases of minerals development; (b)
size of investment, or (c) mineral type. They are applied in similar fashion to mines, quarries and
10
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groundwater without adequate regulation to distinguish important technical, environmental and
commercial aspects.
In recent years, increased attention has been given environmental impacts of mining. Mineral
and mining-specific monitoring, regularized reporting and a “lifecycle” approach to minerals
development is required. Current environmental oversight generally encompasses mining as part
of standard industry oversight that does not necessarily capture the specific and dangerous
environmental impacts that certain mineral extraction and mining methodologies create.
Mine labour aspects are similarly treated as part of broader governance frameworks that do not
sufficiently capture the dynamic and temporary nature of mining as a business or of mining
impacts in the near and long-term. Mining-related social impacts are not specifically addressed
by one institution but rather addressed primarily at the Municipal level or as needed by various
agencies. This includes post-mining livelihoods – e.g., when a mineral deposit is depleted, mine
communities are left without employment, adequate environmental rehabilitation, and important
revenues that, while the mine was operating, had been directly paid to the Municipality.
The fiscal regime that presently guides mineral investments relies on standard tax and highly
prescribed mineral fee payments (See Annex 3); it is rigid and does not reflect modern market
mining practices; the approach jeopardizes government’s limited opportunity to capture full
benefit from mineral sector investments.
Modern minerals geodata management practices are not in place; data storage, public access,
government analysis and use and optimization of how minerals are developed should be
improved. A centralized geodata base, samples storage facility, and Government capacity to
analyse data will help Georgia better understand the risks and benefits of stages of mineral
investment and mine development and to ensure that Government captures financial return but
also conserves and protects the country’s limited resources.
Transparency and accountability throughout the sector should be strengthened, e.g., from how
mineral rights are awarded, criteria for investors, licence obligations and reporting to
implementing commercially-based reporting and monitoring approaches to investments, reserves
reporting, revenues management for the life of each investment. Limited notice and consultation
processes are in place; some outreach and communication processes are in place and may be
strengthened. Through the development, publication and implementation of clear institutional
roles and time-based regulatory processes, discretionary decision-making and ad hoc processes
will be eliminated.
Summary status of Georgia’s minerals sector development
This report is intended to provide a summary status review of current sector governance; it is not
intended to provide a functional analysis of current operations or detailed legislative review. The
following observations should provide a basis from which additional discussion may be
conducted.
11
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1. Georgia is an established and open mining market. Up to 4500 licences are issued in Georgia
including mines, quarries (construction materials) and groundwater. As host to active
investments, it will be important to work with existing investors as sector reforms are
introduced; Georgia can better capitalize on existing investments and improve governance
frameworks to support new sector investments.
2. Mining-related policies and Government capacities should be strengthened. While the
overall investment climate in Georgia ranks high amongst comparative world markets,
modern governance and individual government capacity specific to minerals is not developed
Mineral activities are presently guided by general policy and legislative frameworks that do
not reflect the dynamic nature of minerals development and are not specific to mining. This
includes the handling of land, labour, environment, and social impacts. Some separation of
mining taxes and payments is legislated but additional issues can also be addressed.
3. Legacy mining environmental impacts must be addressed. Legacy mining environmental
impacts (e.g., acidic water seeping from aged tunnels) dangerously linger and have not been
adequately assessed or sufficiently addressed. This includes “upstream” or direct mining
impacts as well as “midstream” transport and storage issues and “downstream” processing
impacts. Communities as well as current investors need assistance to identify and reconcile
immediate measures to limit and ultimately eliminate these impacts.
4. Limited approach to award of mineral rights. The award of minerals rights through
web-based auctions that rely solely on the criteria of “highest bid” jeopardizes sound
minerals development and greatly diminishes government’s opportunity to optimize
investments. Technical, financial and other pre-award qualification criteria and due diligence
processes are needed.
5. Legislation should be revised and harmonized. M
 ining-related legislation is incomplete and
does not facilitate a comprehensive investment or sector development approach. Instead,
legislation enables centralized processes, rigidly prescribed reporting that does not
necessarily reflect investment, and prescribed payment systems that inhibit revenue
generation and almost certainly compromise the quality of mineral production. Considerable
legislative gaps result in ineffective monitoring of mining investments, minimal labour
protection and poor environmental and social safeguards. Legislation does not distinguish
types of mining or minerals; fundamentally the same legislative treatment is applied to all
size, scale and phases of investments encompassing mines, quarries, and water wells, with no
eligibility requirements and limited investor obligations. There is no categorization or
classification of specific mineral categories that are typically used to safeguard production
and conservation of certain minerals. It will be useful to more clearly distinguish scale of
mining, quarrying and ground water governance aspects and to adopt more specific
regulatory guidance.
12
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6. Institutional arrangements and functions are inefficient. While Government officials are
actively engaged in different aspects of minerals governance, institutional management of
these aspects is so dispersed including at the Municipal level, that overall effectiveness of
governance is jeopardized. In addition, specific legal regard to the institutional arrangements
for minerals governance in the two autonomous republics of (1) Adjara and (2) Abkhazia
(currently occupied) must be considered. In late 2017 Government established the National
Agency of Mines (NAM) to address mining-related issues specific to award of mineral rights,
licencing and regulatory oversight. Some political interference in sector operations has
occurred, attributed in part to a lack of prescribed institutional oversight and established
processes to address certain critical issues. Strengthening of institutional functions and
arrangements and harmonization of time-based institutional processes will improve
regulatory effectiveness and efficiency, improve information and monitoring and reduce gaps
in sector oversight.
7. Modernization of licencing regime and processes is needed. The minerals licencing
framework is general and applied without meaningful distinction to types of minerals and
mining operations (including quarry and groundwater investments). The licence system is
supported with some additional permits but, as implemented, does not adequately prescribe
licence rights and responsibilities or distinguish the phases and types of mineral investments.
The overall handling of licences from issuance to renewal to suspension and termination
relies on considerable discretion of responsible officials and should be revised to be more
predictable. practice Time-based licence processes are not in place. Little to no performance
obligations are included in licences; in addition to strengthening licence rights and
obligations, consideration of mining-related rights and obligations including land and water
rights, the use of performance bonds, reclamation/environmental bonds, insurance, labour
entitlements, dispute resolution and other market-based performance tools will also be useful.
8. Rigid fiscal regime. Implementation of the current mining fiscal regime is centralized and
controlled, solely reliant on prescribed fees, production projections and antiquated formulas
that ultimately inhibit sound investments and long-term development. A modern mineral
royalty system is not in place. Mining fees do not reflect modern practice or optimize
revenues that are generated from mine production. Fees are paid to the Ministry of Finance,
NAM, and Municipalities; assessing how these payments can be leveraged as well as how
these fees are calculated for improved revenue capture and transparency will be useful.
9. Purpose and awareness of NAM must be supported. It will be important that information and
6
awareness building is conducted to support the National Agency of Mines (NAM) . As a new
organisation, functional analysis of institutional arrangements vis-à-vis NAM’s role will be
useful to ensure that NAM is properly structured, equipped and capacitated to champion
regulatory and policy oversight of the sector. It is important that NAM has appropriate
6

How NAM is addressed can be reviewed – in Georgia, counterparts recognized use of the term “Tsiagis Erovnuli
Saagento”.
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funding, technical expertise and exposure to modern mine practices to ensure effective
regulatory oversight of sector operations.
10. Mine worker protections are not adequately in place. The role of Government is
comparatively limited to ensure implementation of fair labour practices, safe working
conditions and long-term health protection at mine sites. General labour rules are applied
with no regard for the specificities and potential dangers of mine work. Instead, mine
companies are expected to address these matters; while some companies may, it is difficult to
understand the scope and overall handling of mine labour issues. Limited record keeping of
mine incidents should be modernized and review of company-generated contracts to be
aligned with fair labour practices for mine workers will be useful.
11. Mine inspection functions should be
strengthened. Regulatory and mine inspection
oversight is dispersed; mine worker and mine safety issues are separately monitored with
little to no coordination. Technical oversight of actual mining operations, mine design,
methodologies and technology requirements and how they are assessed and inspected must
be clarified and regularized. Considerable consolidation and strengthening of mine safety and
worker health are required. Such oversight should be regularized and conducted by
technically competent professionals, familiar with modern mining approaches that at a
minimum distinguish exploration and exploitation phases, specific equipment and
methodologies, safety, environmental and other technical aspects. Reporting and grievance
mechanisms and procedures should be introduced.
12. Environmental monitoring must be strengthened.
C
 onsiderable improvements in
environmental oversight have occurred and more are needed. Primary emphasis is given to
larger mineral investments and the initial environmental impact assessment (EIA) process,
and virtually no oversight of quarry and artisanal mining is in place. Considerable gaps in
monitoring of all types of minerals investments may be addressed through use of
environmental management and other plans and strengthened reporting requirements. The
environmental impact screening and assessment system can be enhanced specifically to
capture mine-related impacts detailing reporting, performance requirements, monitoring and
enforcement as well as rehabilitation and remediation requirements. Use of the overall
industrial environment categories under environmental legislation should be narrowed to
specifically address mine, quarry and groundwater-specific impacts. Licencing requirements
can be strengthened to require environmental reporting, remediation actions, mine design and
mine closing aspects not only upon award, but to be reported, monitored and enforced
throughout the life of the investment.
13. Categorization of offenses and dispute resolution approaches should be clarified. At least
two large mineral investments (Tkibuli and Chiatura) have been temporarily suspended and,
or modified upon application of the Administrative Offenses Code, environmental law and
Government discretion. While these actions appear to have been taken with sound rationale,
the process followed and way they were taken was not immediately clear or predictable.
14
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Prescribed offences, what the penalties are and clear processes for review, appeal and
enforcement should be developed as part of the minerals sector governance framework.
14. Market assessment of value chain opportunities will be useful. There is considerable
emphasis on “value chain” development of minerals in Georgia. While such investments may
generate more revenues and help to diversify employment, it is important that market
awareness of the costs of these investments contrasted to their benefits is conducted.
Transportation routes, equipment supply, and availability of skilled labour, commercial and
technical expertise are investment-specific challenges that if properly assessed, can have
lasting positive economic and social impact for the country. Some policy attention to
“alternative livelihoods” post-mining is warranted.
15. Revenue management should be introduced Mining revenue are limited; they are not
perpetual. More attention to the management and use of mining-generated revenue
management will help to create longer-term benefits for citizens and the country. The
revenue management principles set out in the Extractive Industries Transparency Initiative
(EITI) are useful to apply to facilitate strengthened revenue management that includes the
establishment of a multi-stakeholder group (MSG) that typically improves stakeholder
participation and information exchange relevant to minerals sector development.
16. Terminology and translation are important. No matter which terms are ultimately used, it is
important that they are well defined for all stakeholders to ensure predictability of meaning
and of process. A variety of English language terms are used throughout Georgia’s minerals
sector that are important, especially for good governance. As translated, some of the terms
now used can be modified to more accurately reflect English language meaning. Some of
these terms are attributed to translation from Georgian to English and include: “buying a
mineral right” rather than “being awarded a mineral right”; “subsoil” and “entrails” to
indicate “mining”; “research” to indicate “exploration”; “development” to indicate
“exploitation” or “production”. The English translation of “geology fund” in fact refers to
geological reserves and can be confused with “fund” as in financial. It is important that
“inspection” distinguishes between “health and safety inspection” and “financial inspection”.
It is also important to introduce a clear understanding of “mine” and “quarry” – in the current
context, mine is used to describe all activities; quarry is called “open mine” which in globally
used English language terms, can be confusing.
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1. Introduction
1.1 Georgia and mining
Georgia is host to an array of minerals that include:
aluminium, antimonite, arsenic, barite, bentonite, clay, coal,
copper, diatomite, lead, manganese, marble, precious
7
gems/stones, zeolites, and zinc. Construction materials , are
also indicated. Historically, certain minerals were developed
that continue to be explored today, e.g., gold, copper,
ferroalloys (metallic minerals used in steel production),
manganese, and construction materials as well as coal. A
country-wide geological map has not been prepared to reflect
the current state of the country’s reserves.

1.2 History
Georgia has a history of mining that for decades has provided
employment, raw materials for construction and industry and
helped to generate revenues important to Municipal and
national budgets. As part of the former Soviet Union, minerals
produced in Georgia were integral to certain industrial and
manufacturing operations including domestic steel production.
Prior to the significant reforms of the early 1990s and
declaration of Georgia as a sovereign country in 1991,
minerals production was ongoing throughout Georgia as part
of the overall Soviet-era industry value chains that linked
former Soviet-states’ production (e.g., production, processing and other activities were
conducted in each former Soviet state and integrated with other state’s production). During that
era, minerals sector governance was characterized by central planning, state-owned mining
companies and controlled pricing.
Another period of significant reforms followed the 2003 Rose Revolution during which time
economic reforms in support of open markets were introduced. Government institutional
arrangements, banking and business ownership structures were greatly modified, and
privatisation actions were implemented. Georgia gained standing as a viable reform economy
that gained considered interest of international investors. Increased attention was given to major
infrastructure improvements, including oil pipeline networks, based on Georgia’s geographic
position as a transit post between Asia and Europe.

7

Minerals collectively referred to as “construction materials” may include brick clay, building stone, clay, chalk,
dolomite, gravel, gypsum, limestone, sand and slate.
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Significant legacy issues include environmental impacts and governance processes that include
award and licencing, labour conditions, mine design and technical oversight, fiscal management
and reserves’ reporting.
A mining legacy example is the once vibrant operation of the Bolnisi non-ferrous metal
processing plant located at the Madneuli gold/copper/barite deposit. Throughout its years of
operations with its height in the 1970s, the operation was an example of the cross-Soviet state
value chains where processed nonferrous metals were exported to the Urals in Russia, Armenia
and Azerbaijan for downstream factories to produce non-ferrous metals. Equipment used in that
operation, and others, is in some places still being used today. While Government seeks to
preserve certain legacy mining investments, it must also develop approaches to improve
environmental and social management throughout sector transition.

1.3 Today’s minerals sector
Georgia’s mining sector is characterized by several significant deposits and investments in
manganese, copper and gold and small-to-medium size quarry operations, primarily marble and
construction materials. In recent years production of gold, silver, salt, bentonite as well as copper
have increased. Processed materials such as clinker, cement and steel rebar are also part of the
current sector output. In the current market context, the anchor mineral deposits are recognized
as the east of the country for gold and the west for manganese. Some research indicates potential
gold deposits in the northwest that have not been fully tested and confirmed. Offshore
deep-seabed mineral mining is not presently conducted; assessment of this potential might be
conducted in future years. Geothermal potential is confirmed, and investor interest has increased
although rights have not yet been awarded. Investment decisions generally rely on archived data
or data generated by the investor and incomplete geodata and geological mapping.
Especially in the last five years, renewed interest in Georgia’s mining sector has emerged; it is
estimated that 30% exports are mineral-related (processed and semi-processed minerals).
Because of its untaxed export policy, Georgia has quietly become a “re-export” or transit country
8
copper, and ferrous metals mined in other countries. Most recently, Afghanistan lapis is
transiting Georgia to take advantage of this beneficial tax regime. The sector contributes to the
9
nation’s gross domestic product (GDP). It is estimated that up to 30,000 Georgians are
employed in the minerals sector (e.g., exploration, mining and processing).
Mineral types (e.g., solid, metals) as well as mines and quarries are not distinguished;
groundwater is also managed under the minerals’ regulatory regime. Value-additions include
production of steel/metal products, rebar, clinker and cement. Georgia is geographically
positioned as a key transit hub that is of strategic value in Eurasia and the surrounding region. As
host to important geological reserves, it may further benefit from value addition strategies to
certain minerals and related products for both domestic and export purchase. However,
geological information collection and analysis as well as market assessments must be carefully
8

Metals that primarily contain iron.
NAM information. (Current population approximately 3.91 million
www.worldpopulationreview.com/countries/georgia-population/)
9
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analysed to better understand mineral values whether as raw export, semi-processed or
processed.
Some of the larger mining investments have taken over legacy mining operations including use
of antiquated equipment and technology and processing of extracted minerals. One such
investment is temporarily suspended due to safety violations (Tkibuli coal) while another is
under special management until certain key issues are resolved (Chiatura manganese).

1.4 Current investments
As recently as the mid-2000s, of the 148 mining and
quarrying operations in country, seven were State-owned. In
today’s market, no mining company is State-owned.
Current investments in Georgia include what can be described as 3-4 significant mining
operations, some of which include value-addition processes (smelting, steel, power production,
clinker, cement) and approximately 25 licences that collectively serve as the largest licences
based on licence area and fees (See Annex 1). In addition, of the approximately 4,500 licences
listed by NAM. The percentage breakdown of licences is summarised as follows: 52%
groundwater; 39 % construction materials; 1% - metals; 1% - chemical raw materials; and 7%
10
other minerals (e.g., precious metals, dimension stones, etc.). .
1.4.1

Groundwater

Regulatory oversight and management of groundwater and groundwater zones is not
well-developed, e.g., there are no regulations for water drilling. Approximately 2000 “mineral
water” licences are issued; more attention to how the hydrologic cycle works and
“hydrogeology” operations should be regulated is required. It will be important to assess and
11
fully catalogue “mineral water ” licences; while they may be referred to as “groundwater”
licences they include a combination of groundwater and drinking water with and without salt
(gas and non-gas). Geodata and governance processes for award of geothermal rights is needed.
Note: Presently, mineral water licences issued have no connection with gold or sand or other
minerals and no dredging permit or licence requirement is in place. Surface water is not a subject
of licencing under the minerals regime.
Groundwater

Surface water

● Found underground in the cracks and spaces in soil,
sand and rock. This water moves through geological
formations of soil, sand and rock and is called
“aquifers”.

● Found above the ground in
creeks, lakes, rivers and
streams.

10
11

Information provided by NAM and NAM records.
In English, “mineral water” typically refers to water containing salt.
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● Geothermal: relates to the heat of the earth, e.g., steam,
hot water, hot rocks, lava produced underground that
may be harnessed for energy use.
1.4.2

Quarries

In Georgia, quarries are treated as part of the minerals sector and in Georgia, specifically indicate the
mining of “construction materials” (e.g., brick clay, building stone, clay, chalk, dolomite, gravel,
gypsum, limestone, sand and slate). Note: other minerals that are not categorized as
“construction materials” may also be “quarried”.
There is not an immediately translated term for “quarry” in the Georgian language; in translation
quarries are referred to as “open mines”. Quarrying for construction materials occurs throughout
Georgia; these materials are naturally occurring substances that include stone, rock, clay, sand
and are used typically in the construction of buildings, roads and various structures as well as the
production of clinker and cement. Improved quarry governance and oversight is recommended.
In Georgia, Municipalities play a significant role as a primary customer of quarries; in this
instance pricing is negotiated often to the benefit of the host Municipality. Note: Where
construction materials are found on a landowner’s private property, a licence is not required for
use by the owner for private purposes, but a licence is required where those quarried materials
are sold.
1.4.3

Mines

Georgia is presently host to several large- and medium-scale mining investments however, two of them
are presently challenged with (1) special management requirements – Chiatura manganese, and
(2) temporarily suspended due to safety – Tkibuli coal. More information is provided below.
a. Chiatura manganese mine located
in western Georgia is a world class
deposit that has been mined for
most of the 20th century, produced
manganese and was a major
generator of budget revenues,
stemming from the export of copper
concentrate (ore removed from the
copper).
Today,
“Georgian
12
Manganese” is licenced to operate this mine . The operation employs approximately
6,000 local citizens and includes value-addition processing such smelting at Zestafoni.
The issues surround the Georgian Manganese investment are somewhat complicated primarily
due to environmental issues that have been raised during implementation. The project is
currently managed by a temporary “Special Manager” in accordance with a decision
12

This once dominant supply on the world market has lost some significance attributed to other manganese
exports (e.g., Africa, South America).
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made by the Tbilisi City Court (May 11, 2017) in response to a request made by the
13
Ministry of Environment and National Resources and National Environmental Agency.
This decision is valid until all “clean up and related requirements” are met, but not later
than May 9, 2020, (e.g., three years to complete). As part of this process, the Special
Manager is paid by the licence holder; Government and licence holder report good
progress in remediating the issues.
The mine is currently owned by Georgian Manganese Holding, a subsidiary of Georgian
American Alloys, Inc (GAA). Headquartered in Miami, Florida, GGA manufactures and
supplies high quality ferroalloys used in the manufacturing of iron and steel through the
wholly-owned US based subsidiaries Felman Production, LLC (“Felman Production”),
Felman Trading, Inc. (“Felman Trading”), CC Metals & Alloys, LLC (“CCMA”), and
Georgian Manganese, LLC which is comprised of the Chiatura Manganese Mine, the
14
Zestafoni Ferroalloy Plant, and the Vartsikhe Hydroelectric facility . This “Chiatura
mine complex” includes four underground mines and three quarries and has an annual
production capacity of 1.18 million tons of manganese ore and 400,000 tons of
manganese concentrate. The mine complex transports its manganese ore by rail to the
ferroalloy plant located in Zestafoni.
b. Tkibuli coal located in Tkibuli is licenced to the Georgia Industry Group (GIG) and
produces thermal (lignite) coal primarily for domestic power generation (13 megawatts).
With under licence reserves of more than 330 million tons projections for developing
the Tkibuli coal deposit is that by 2020, production could increase to annual.
However, this mine operation has been temporarily suspended by Government due
to safety concerns.
15

c. JSC RMG Copper and LTD RMG Gold (known as Rich Metals Group-RMG) has
operated in partnership with the Georgian Mining Company and other companies,
employing workers in east Georgia, Bolnisi, Dmanisi to produce gold (Dore alloys (half
fabricates) by mining and processing copper and gold containing ores. RMG was listed
in the top companies with foreign direct investment in Georgia for 2017.
16

The Georgian Mining Company

The Kvemo Bolnisi Copper Gold Project (‘KB’) sits less than 7km to the north-east of the
producing Madneuli mine and processing plant operated by RMG, the production company
operated by Georgian Mining Corporation’s local partner. This mine has produced
approximately 85mt of copper and gold bearing ores, at a reported grade of approximately
1.0g/t Au and 1.0% Cu. Madneuli’s current mine life is estimated at 15 years.
▪ Kvemo Bolnisi is an advanced copper-gold exploration project with the potential to host
several significant deposits, materially advancing the potential scale of a mining operation.
13

At that time, Ministry of Environment was not merged with Ministry of Agriculture. Also, the National
Environmental Agency had the functions of current National Agency of Mines NAM).
14
http://www.gaalloys.com/index.php/about-gaa/gaa
15
http://www.richmetalsgroup.com/index.php?lang=eng
16
This information is taken from https://www.ii.co.uk/shares/georgian-mining-corp/LSE:GEO/
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▪

▪

▪

With access to our local partner’s processing facilities and infrastructure, both capital
requirements and the timeframe to production are significantly reduced.
50% joint venture partner, Caucasian Mining Group, operates in Georgia on the prolific
Tethyan Belt, a well-known geological region and host to many high-grade copper-gold
deposits and producing mines. The Board is committed to creating shareholder value by
focusing on advancing the Company’s core asset at Kvemo Bolnisi as well as other
prospective targets within its portfolio. 30 year mining licence and is proximal to existing
mining operations, owned by the Company’s supportive joint venture partner. Georgian
Mining Corporation is well positioned to deliver on its objective of becoming a copper and
gold producer.
KB is located close to the operating Madneuli mine and it is clear that many of the
geological features that define Madneuli are also evident at KB. This indicates that an
objective for KB should be the delineation of a deposit of a similar size and grade (50 – 70
million tons at average grades of 1% copper and 1g/t gold) based on further exploration
and once the geology of the deposit is better understood.
In the short-term, the Company’s objective is to capitalize on the competitive advantage
afforded to it by having access to a fully operational processing plant located 5km from
the project site owned and operated by our local partner. This will create enormous benefit
from the savings on capital expenditure, much shorter lead times to production and access
to a well-developed local contract mining and haulage infrastructure, all of which offer
scope for significantly improved operating margins. The Company is currently
undertaking a drill program for copper/gold in consideration of the processing capacity
available at neighboring mines, owned by Georgian Mining Corporation’s joint venture
partner.
d. Heidelberg Caucuses Cement has two operations in eastern Georgia that include mining
of raw materials for clinker and cement production and factories. In 2011, Heidelberg
Cement commissioned a port terminal with the capacity to transport 1,200 metric tons per
day of cement at Supsa, a port on the Black Sea; today the company reports the need to
17
reduce production due to increased competition and falling market prices . Investors
have also expressed concern about the prescribed processes used to define “royalties”
and mine payments that do not accurately reflect production.
e. Geostone marble. This company has three directors - from Great Britain Italy and India.
The Georgian company has a Georgian owner and offshore company registered in the
Netherlands. The licence is for marble in the amount of 532,000 cubic meters. In 2017 no
marble was produced; reports indicate that most was extracted in 2016 following issuance
of the licence.
f. Other mineral deposits of note
i.
ii.

17

Kakheti marble. A licence is issued for approximately 50,000 cubic meters.
Cutting is conducted at this site for marble product export.
Tkvarcheli coal in Abkhazia, occupied territory by Russia for the past 25 years.

In particular, competition from cheaper Iranian cement is cited; Heidelberg seeks government support.

21

Status Report: Georgia Mining Sector Development Programme

iii.
iv.

Value coal is host to “black” coal (anthracite, bituminous) not presently under
development.
Chordi barite deposit (included arsenic at the Zopkhito Deposit) formerly
exported to Ukraine for use in electrical parts manufacturing, is licenced and in
operation but not a large mine.

1.5 Georgia as a member of the international market
1.5.1 European Union
18

Today, emphasis is given to Georgia’s relationship to the European Union (EU) . In 2014,
Georgia entered in the EU-Georgia Association Agreement which covers an array of economic,
19
political and governance areas . Relevant for mineral development are Georgia’s commitments
set out in the agreement related to open market structures, improved economic governance,
environmental safeguards and protection of human rights. Cooperation policies related to
industrial and enterprise policy and mining, as well as environment and waste management
which are now underway.
1.5.2 Additional international activities
a. European Bank for Reconstruction and Development (EBRD). Government, in
partnership with the European Bank for Reconstruction and Development (EBRD)
commenced support to the Georgia Mining Sector under which this report is prepared.
The technical assistance includes working with NAM to build capacity, provision of best
practices learned from comparative minerals markets, preparation of options and
recommendations to strengthen sector governance, preparation of Georgia’s first Mining
Sector Policy and recommendations for implementation actions. Discussions are
underway to identify opportunities for continued collaboration toward strengthening
Georgia’s minerals governance, legislative and fiscal frameworks.
b. The Intergovernmental Forum on Mining, Minerals, Metals and Sustainable
20
Development (IGF) . Georgia will gain membership in the IGF in 2019. The IGF
supports more than 60 nations committed to leveraging mining for sustainable
development to ensure negative impacts are limited and financial benefits are shared. It
is devoted to optimizing the benefits of mining to achieve poverty reduction, inclusive
growth, social development and environmental stewardship. The IGF is focused on
improving resource governance and decision making by governments working in the
sector. It provides services to members including: in-country assessments;
18

Formally established in 1996 as part of an EU-funded technical assistance program, the Interstate Oil and Gas
Transportation to Europe (INGOATE) framework was primarily focused on oil and gas pipelines running from and
through Eastern Europe and the Caucasus to the EU; it concluded operating in 2016.
19
The key topics are: (1) General Principals; (2) Political Dialogue; (3) Justice, Freedom and Security; (4) Trade and
Trade-related Matters; (5) Economic Cooperation; (6) Other Cooperation Policies; (7) Financial Assistance; and (8)
Institutional, General and Final Provisions.
20
https://www.igfmining.org
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capacity-building and individualized technical assistance; guidance documents and
conferences which explore best practices and provide an opportunity to engage with
industry and civil society.
c. International mining forums. Georgia is increasingly becoming an active participant in
the array of international mining forums that are conducted each year. In March 2019
representatives from NAM attended the Prospector’s and Developer’s Association of
Canada (PDAC) where more than 25,000 attendees from around the world convened to
share information and promote minerals investment opportunities.

1.6 This Programme and Status Report
1.6.1

Georgia Mining Sector Development Programme

The European Bank for Reconstruction and Development (EBRD) through its consultant, Adam
Smith International (ASI) is implementing the “Georgia Mining Sector Development
Programme”. The objective of the Programme is to provide conceptual, technical and practical
support to the regulatory authorities responsible for the development, consultation and adoption
of a modern mining sector strategy and policy framework, reflective of proven best practice, for
21
the minerals sector in Georgia. This Programme supports continued review of Georgia’s
mining sector’s potential to increase domestic and foreign investment balanced with improved
22
environmental oversight and social protection as well as strengthened revenue management .
1.6.2

Status Report

This Status Report is the third deliverable submitted under the Georgia Mining Sector
23
Development Programme, Phase 1: Policy and Strategy . This report is intended to provide a
summary status review of current sector governance; it is not intended to provide a functional
analysis of current operations or detailed legislative review. It has been prepared based on
literature and legislative review, information provided, and consultations conducted during an
inception mission (June 2018) and follow on missions (September and December 2018, February
2019).
The Economic Freedom Assessment of the World conducted annually by the Fraser Institute,
was reviewed with respect to Georgia (year 2017) as well as the World Bank Foreign Direct
Investment data. However, other than web-based research, the only current, relevant survey work
made available is being prepared under the USAID Governing for Growth in Georgia (G4G)
Business Perception Survey. The survey was under preparation during implementation of Phase I
of this EBRD Programme and its results were not available; review of its findings will be useful.
The implementing consultant is Adam Smith International (ASI); Project Manager is Antonia
Mihaylova, ASI Manager, Mining, Oil and Gas. The individual consultants preparing this Status
Oil and natural gas are not included in this Programme.
While coal is included in the reference to “mining” for this work, oil, natural gas, surface water and peat are not.
23
https://www.fraserinstitute.org/studies/economic-freedom-of-the-world-2017-annual-report
21
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Report are Mary Louise Vitelli, Esq. and Ucha Dzimistarishvili. Ms. Vitelli is a US Lawyer who
has provided legal and governance advisory on minerals and related resource management
24
throughout developing and transition economies of the world for more than 25 years working
with public and private sector clients. Ms. Vitelli has worked around the world including in
former Soviet states with emphasis on the minerals sector and has provided advisory on an array
of policy, strategy, legislative and extractive sector governance issues. Mr. Dzimistarishvili is a
Georgian lawyer with 10 years of experience working on international donor-funded projects
with the Government of Georgia on legislative drafting, public-private partnerships and legal
advisory. In 2015, Mr. Dzimistarishvili served as the lead local lawyer for the United Nations
Economic Commission for Europe (UNECE)-funded assignment to draft new Environmental
Impact Assessment (EIA) and Social and Environmental Assessment (SEA) legislation; the EIA
Code was recently adopted and came into force in early 2018.
The Government of Georgia (GoG) through the National Agency of Mines (NAM) has assisted
in ensuring that useful information has been available for this review. Special thanks to Maia
Zavrashvili, Head of NAM and Gvanca Bitsadze, Acting Head, International Relations and
Project Management Unit, NAM. Great appreciation for the leadership of the Ministry of
Economy and Sustainable Development (MoESD) and very active participation and
consultations with NAM staff and various Government officials, the Inter-governmental
Steering Committee members, private mining companies operating in Georgia and
non-government organisations. Consultant’s contract is funded and managed by the European
Bank for Reconstruction and Development (EBRD). Special thanks to Mr. Paul Moffat,
(Operational Leader) of the General Counsel, Legal Transition team at the European Bank for
Reconstruction and Development (EBRD) for continued support and assistance throughout this
assignment. Additional acknowledgment and thanks to the translators and interpreters who
have supported this work as well as to Jennifer Seaman for her assistance in formatting
programme documents.

2. Policy and investment context
2.1 Policy context
As of March 2019, the MoESD has prepared a national Mining Sector Policy, the first such
policy of Georgia. It is expected that Government will adopt the Mining Sector Policy that will
inform legislative and governance strengthening and reform measures that are clearly set out in
the policy. To date, an array of legislative norms, institutional processes, data management
approaches, and operational presumptions have guided mineral sector investments. This lack of
clear policy has resulted in disperse institutional responsibilities, incomplete legislation, limited
Countries of Work Experience. Afghanistan, Armenia, Belize, Brazil, Dominican Republic, Egypt, El Salvador,
Ethiopia, Georgia, Guatemala, Guinea, India, Indonesia, Kazakhstan, Kenya, Kyrgyzstan, Lesotho, Liberia, Mexico,
Mongolia, Mozambique, Myanmar, Nepal, Pacific Islands (i.e., Cook Islands, Fiji, Solomon Islands, Palau, Papua
New Guinea, Tonga, Vanuatu), Pakistan, Philippines, Romania, Russia, Senegal, Sierra Leone, South Africa, South
Sudan, Sri Lanka, eSwatini (formerly Swaziland), Syria, Tajikistan, Turkmenistan, Ukraine, Uzbekistan, West
Bank/Gaza.
24
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environmental and social protection, and reduced generation of mining revenues. The new
Mining Sector Policy addresses inconsistent minerals development and monitoring of mining
investments, minimizes discretion in regulatory oversight, resolves operational gaps, and seeks to
eliminate ad hoc processes.
To ensure that Government is well-positioned to optimize and respond to the Georgian minerals
market, and that the citizens of Georgia will benefit from mineral investments, it is important
that fundamental policy and investment principles are clearly established and published for how
the sector is expected to develop. A summary review of these issues, their current status and how
the Mining Sector Policy addresses them is presented below.
Illustrative policy
Summary status
Mining Sector Policy 2019
issue
Role of private sector
and public sector in
minerals
development.

No
state-owned
mining
companies.
Sole use of auction to highest
bidder for award of mineral
rights.

Strategies for
investment
promotion.

Varies,
generally
company initiatives.

Geodata
management.

Free access to geological
information
is
available
https://nam-geofund.archival-s
ervice.gov.ge
Antiquated data management
policies; modernization of
systems will be useful.
Depending on whether State,
municipal or private land,
negotiated between relevant
land holder and mine operator
on compensation and other
land aspects; no minimum
payments or other prescribed
requirements.

Land access and use.

reflect

Introduction of new auction rules
and investment criteria.
Consideration of other award
methodologies (e.g., first come,
first served) based on technical,
financial and other criteria, due
diligence.
NAM will champion sector with
IGSC; active participation in
minerals promotion activities in
Georgia and abroad.
Priority improvements for geodata
management, rules and analytical
capacity.

Rigorous
improvement
and
harmonization of land rights and
mineral rights.
Assessment of land fees, lease
improvements to secure tenure.
Clear compensation rules on
access, use, resettlement.
Development of cultural and
heritage rules for discovery and
handling.
Establishment
of
dispute
resolution mechanisms.
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Categorization and
classification of
minerals .
Mineral development
phases.

Limited/antiquated
categorization;
limited
classification of minerals.
Not considered in licencing or
payment schemes.

Mining taxation and
fiscal regime

No royalties; for certain
minerals, payments due on
projected production.

Fair labour practices
and labour protection.

Nothing
prescribed;
no
mine-specific
labour
provisions.

Environmental
protection.

EIA requirements for large
scale mining.
No
quarry or
artisanal
requirements.
No
environmental
management plans (EMP).
Limited lifecycle monitoring
of
mine
impacts
on
environment.
Social aspects not included
No meaningful remediation,
rehabilitation
and
Mine
Closure Plans.
No prescribed policy or
requirements.
Municipalities lead this issue.

Mine community
benefits.

Revenue
management.

No specific monitoring of
mining-generated revenues.
Incorporated as part of overall
budget.
No
tracking of overall
Municipal revenues generated
by mining.

Introduction
of
minerals
categorization and classification.
Revised licensing regime to reflect
types of mining and mineral
development phases.
Modernization of mining taxation
and fiscal regime.
Introduction
of
modern
royalty/taxation system.
Introduction of basic mine worker
contract terms; danger pay, etc.
Introduction of mining-specific
labour
protections
including
equipment, health facilities.
Build awareness on labour and
management
rights
and
responsibilities.
Introduction
of
grievance
mechanisms.
Improved
coordination
and
harmonization of institutional
oversight.
Re-invigoration of environmental
monitoring, oversight, inspections
and reporting or all types of
mineral activities.
Inclusion
of
environmental
obligations in each licence (e.g.,
EIA,
EMP,
Remediation,
rehabilitation and Mine Closure
Plans.
Introduction of benefits sharing.
Harmonization
of
Municipal
handling of fees.
Consideration of “community
development agreements” (CDAs)
Introduction revenue management,
improved
reporting
and
monitoring.
Assessment and harmonization of
fees (Treasury, Municipal, NAM).
Application of EITI principles.
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Mining-related
infrastructure.

Value-chain
investments.

No coordinated program for
shared use or development
planning of mining-related
infrastructure (e.g., roads,
electricity, buildings)
Typically, part of large-scale
mining operation by same
company, but not required or
planned for.
Government
interest
to
promote
value
chain
investments.

Rigorous attention on transparency
and accountability.
Closer
consideration
of
mining-related
infrastructure
development opportunities and
how
companies,
communities/Georgia may benefit.
Market assessment of value chain
costs and benefits is required.
Mineral
investments,
where
commercially viable, may promote
value chain linkages.

Important work has been done with respect to waste management in Georgia; current legislation
does not specifically include mining waste but especially with respect to export of waste, the
topic has been raised. Georgia has adopted a strategic policy in this regard, the "Government of
Georgia Resolution on Approval of National Strategy for Waste Management 2016-2030 and
related National Action Plan 2016-2020".

2.2 Policy development
Based on comparative mining market experience, the Ministry of Economy and Sustainable
Development (MoESD) considered the two primary approaches to shaping sector policy, e.g.,
a. Mining-specific approach that would emphasize the award of licences, mining
methodologies and technologies, geodata management, reporting, labour safeguards, land
use and access, environmental impacts, and fiscal regime specific to mining activities.
b. Mining-comprehensive approach that reaches beyond the emphasis of the
mining-specific approach to more broadly encompass non-mining economic and social
development, infrastructure development, transportation, skills building, downstream
developments and other mining-related activities.
The current context in which the Mining Sector Policy has been produced is based on the second
approach to consider not only direct mining issues, but also non-direct mining issues as
illustrated below. Fundamental policy guidance on mining-specific as well as mining-related
issues helps to shape legislation and institutional operations in a clear and consistent way.
Examples of policy principles to consider are below.
Mine-specific policy principles

Mine-related policy principles
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● Rationale for why minerals are being
developed (e.g., revenue generation, job
creation, domestic manufacturing).
● Licence includes rights and obligations
(e.g., to construct, store, process, sell .
● Modern technology and methodologies
are encouraged.
● Mine safety, worker health, and fair
labour standards are a priority.
● Effective minerals development and
minerals conservation.
● Clear rules for collecting and handling of
geodata during each phase of mine
development.
● Export and import minerals regime.
● Strong Government technical and
commercial regulatory skills/oversight.

● Environmental impacts must be managed
(e.g., use of inspections, mitigation
actions, reporting, performance bonds).
● Predictable land rights and fees.
● Fiscal discipline, transparency and
reporting will be consistent.
● Role of mine community, safeguards and
benefits sharing are supported.
● Integrated mine development to build
value chains supported.
● Public information and access to
information.
● Domestic can foreign investment
encouraged and evenly treated.
● Georgian citizens’ skills, commercial,
and technical expertise must be
improved.

2.3 Investment Framework
While the changes to Georgia’s investment framework in the early 1990s was monumental, since
2012, important economic and structural changes have further resulted in strengthened
market-based legislation and investor confidence. Globally,
Georgia is highly ranked as a favourable investment climate
for “economic freedom” and overall ease of doing business;
the World Bank has ranked Georgia highly as an investment
destination specifically for foreign direct investment.
The 2017 compilation of Fraser Institute data lists the country
25
of Georgia as 8th ranked for “economic freedom” . (See
Annex 2). Economic freedom is defined by (1) personal
choice; (2) voluntary exchange coordinated by markets, (3)
freedom to enter and compete in markets, and (4) protection
of persons and their property from aggression by others. This
assessment, on its face, indicates that issues of secure tenure,
even-handed enforcement of contracts and a stable monetary
environment are in place, are well-governed and should build investor confidence. It also
indicates that markets are free to operate without reliance on government spending and excessive
regulation. This is a significant and positive finding for minerals investment.

25

2017 Annual Report – 10 score is highesthttps://www.fraserinstitute.org/economic-freedom/map?geozone=world&year=2015&countries=GEO&page=m
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2.3.1

Mining-specific investments

Over the past two decades, important economic changes have been supported to facilitate mining
investment that have included liberalized prices, introduction of private investment and the
elimination of State-owned mining companies. Today the Government of Georgia is not engaged
in direct mine-investments; there are no State-owned mining companies. Instead, Georgian and
foreign private sector investments are developing Georgia’s mineral resources.
2.3.2

Foreign investment

Georgia ranks high on the World Bank “indicators of
26
foreign direct investment” scoring an 84.2 of 100 .
There is no legislative or other preclusion for mining
investments with respect to domestic, foreign,
corporate or individual. Other than “excluded
minerals” (e.g., radioactive), foreigners have the right
to conduct all minerals exploration and exploitation activities. While the overall investment
climate in Georgia is attractive, for some potential foreign investors, legislative and governance
gaps that are specific to mineral investments have delayed their making investments. Today,
foreign-held mineral investments include Georgian Mining Company (Chiatura), RMG (Bolnisi)
and Heidelberg.

26

http://iab.worldbank.org/data/exploretopics/starting-a-foreign-business
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2.3.3

Protection of investments

General business investment protections are well established in Georgia and apply to mineral
investments. Still, certain legislative gaps exist and investment protections specific to security of
tenure and implementation of minerals investment are not sufficiently clear or in place. This
results in uneven application of investment oversight and often requires Government discretion
in resolving misunderstandings and investment disputes. A prominent example is the
reconciliation of land rights and mineral rights that presently operate under two, uncoordinated
frameworks and leave all coordination and securing of rights as the sole responsibility of the
investor. Investors must navigate local, Municipal, private and State land issues that should be
guided by prescribed, time-based processes.
In accordance with the Laws of Georgia, Government can expropriate an investment or the assets
of a registered business only for the purpose of public interest on a nondiscriminatory basis.
Compensation rules are in conformity with principles of international law, equivalent to the fair
market-value of the expropriated Investment or assets immediately before the expropriating
action was taken. However, notice and consultation provisions as well as grievance processes
where compensation and resettlement issues are raised are not in place.
2.3.4

Value-additions, value chains and mining-related investments

a. Value-additions and value chains. A structured development program to ensure mineral
value addition and facilitate mineral value chains is not in place. Instead, investor
discretion and planning determine how and if minerals are sold as raw, semi-process or
processed for domestic use or export. “Value chains” are not (and should not be) forced
but in Georgia, other value-added processing of minerals and comparable market benefits
of integrated mineral investments should be assessed. The current market has examples
of investor-driven value-chain activities:
1. The Chiatura manganese mine, is a large complex that includes one of the largest
deposits of manganese ores in the world. The site relies on a legacy of steel production
and is a premier example of “value-addition”. As the operation continues to use
antiquated equipment and technology to continue this value-addition production (e.g.,
much of the smelting equipment used at Zestafoni is Siemens equipment from the 1930s),
the efficiency of the “value addition” processes when assessed on an efficiency scale is
not clear. The mine does however provide an important source of local employment.
2. The Heidelberg cement operations comprise mining of raw materials as well as actual
clinker and cement production.
3. Construction material quarries typically produce minerals that are used in buildings,
roads, walls and other construction. Additional value chain opportunities can be
considered as policy priorities for use of construction materials develops.
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Investors typically understand the cost of their mining investment and whether value addition is
viable. For example, the Georgian Mining Corporation agreed with its partner’s production
company (RMG) to enable the Company to speed up the timeline to production by outlining
mining and processing arrangements for future production of precious and base metal ores mined
from Georgian Mining Corporation’s licence area. The Company anticipated future contract
mining and processing costs and access to RMG’s processing facilities would significantly
reduce both capital expenditure and the timeframe to production. As of this writing, negotiations
were reportedly still underway.
Note: Georgia is geographically positioned as a key transit hub that is of strategic value in
Eurasia and the surrounding region. Some minerals are of global interest beyond the
region. As host to important geological
reserves, consideration should be given to
value addition strategies to certain minerals
and related products for both domestic and
export purchase. However, geological
information collection and analysis as well as
market assessments must be carefully
analysed to better understand mineral values
and levels of commerciality whether as raw
export, semi-processed or processed.
b. Infrastructure. Current governance of mining does not optimize potential mining-related
infrastructure development opportunities that could benefit mine communities,
Municipalities and Georgia at-large during and after the life of the licence. Very few
infrastructure linkages exist between the minerals sector and the rest of the economy.
Legal or other requirements to share infrastructure or to ensure that infrastructure
developments comply with Municipal and national development strategies are not in
place. Infrastructure decision-making is mine project-based, taken outside of broader
infrastructure development strategies. Clear legislation on the transfer of investor
infrastructure and assets following the termination or expiration of a licence is not in
place. Mining operations in Georgia are largely confined to the vicinity of mining
locations with little or no links with other sectors apart from providing limited local
inputs. Inputs in the form of machinery, specialist services, drilling and even finance are
generally imported. There has been little integration of the sector’s infrastructure (e.g.,
buildings, roads, electricity, water facilities) with that of the rest of the economy, despite
positive spill-over effects in promoting diversification and encouraging other small
enterprises.
c. Imports and Exports. There are no barriers for investors to import mining equipment,
supplies or raw, semi-processed or processed mine materials as may be useful to their
operations within the territory of Georgia. As a result of limited policy and legislation
guiding the import of mining related equipment, supplies and mine materials, based on
comparative market experience, it is not clear what the impact has or will be on the
Georgian minerals market and broader economy. Note: It is reasonable to conclude that
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some environmental, safety and health impact may occur where technical standards for
equipment, chemicals and other imports are not well regulated.
Georgia exports raw, semi-processed and processed minerals including gold, copper, marble.
Gold, ferrous metals and precious minerals are also part of “re-exports” with Georgia
serving as a tax-friendly transit hub. There is minimal institutional nexus between NAM
and upstream mineral governance and export practices conducted by Customs officials. It
is not clear that mining-related customs practices are adequate or in line with
international good practice; it appears that Georgia is not optimizing potential export
gains.
2.3.5

Commerciality of mining in Georgia

The “commerciality” or ability for an investment to
generate profit is the critical element for investors to
consider when entering Georgia’s mineral market. As
a mining destination, Georgia is a comparatively
small jurisdiction and the commerciality of its
mineral reserves, specifically the location and
accessibility of its minerals, requires additional
investigation. Costs of labour, land and otherwise
“doing business” in Georgia are not immediately identified as barriers to investment. However,
investors consistently cite the prescriptive processes by which reserves are estimated and
royalties thereon applied as an unsustainable and unfair mining taxation approach.
At present, legislative requirements for mine worker wages and entitlements are only those
indicated under general labour law. Mine safety and equipment standards are not specifically or
adequately addressed; there are also no requirements for mining companies to obtain
performance bonds, reclamation bonds or any other type of insurance for their investments.
Environmental impact assessment and screening actions are generally categorized under the
environment law; in the case of mining, considerably more environmental impact actions should
be required. All these requirements should be in place and typically will increase the cost of an
investment.
While the history of mining certain minerals has resulted in development of some infrastructure,
mining and supporting infrastructure is inefficient and can be upgraded to benefit from modern
technology and approaches. With respect to mining commerciality in Georgia, investor
considerations include the following.
(1) What geodata is available to ensure that the mineral readily geologically accessible and if
not to what extent will additional costs of recovery be required?
(2) What mining-related infrastructure is required to optimize the mineral investment
in-country?
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(3) Is the mineral of such value in its raw state to most benefit from processing? From
export?
2.3.6

Company towns

Although not cited as a critical issue, the use of the “company town” mine investment model
continues in many parts of Georgia, particularly relevant for the larger-scale and established
mining operations. This approach to livelihoods is based on historic mining investment
approaches that includes mine and mining-related employment for local citizens, wages as well
as in-kind payments (e.g., housing, transport, food) and, in today’s market, will benefit from
review and modern regulatory oversight. As world experience demonstrates, the “company
town” approach to mining development ultimately will trigger issues about post-mining
livelihoods for citizens of these communities. In addition to generating local employment, the
mining fee structure is such that mining fees generated by the operations are paid directly to the
local government (Municipality), thereby contributing to community development and
infrastructure. This is particularly the case at Chiatura, Tkibuli, and Heidelberg where mine
communities rely in great part on employment generated at these mines and factories as well as
the mining fees; the Bolnisi region has especially benefited from these localized fiscal
arrangements. A formal reporting and tracking of these Municipal receipts and expenditures is
not in place; nor is an “alternative livelihoods” program contemplating post-mining employment
and income.

3. Mining sector governance
Over the years in Georgia, elimination of State-owned mining companies replaced by private
sector mineral investments has practice resulted in the introduction of open market frameworks
where Government is charged with the regulation of sector investments. This governance shift
requires new approaches to the award of minerals rights, licencing, reporting, monitoring and
enforcement. The current governance context in which Georgia’s minerals are developed does
not adequately reflect the non-renewable, dynamic, and temporary nature of mineral investments.

3.1 Legacy governance approaches
In addition to evolving governance practices,
legacy governance approaches remain that do not
capture the dynamic potential of sector
investments. These approaches have yet to
specifically govern the various mining phases that
comprise mineral investments, each with its own
regulatory
requirements.
Certain
specific
governance approaches continue to reflect extreme
state control that generally inhibit optimization of
mining investments. The fundamental governance
concern (that may reflect legacy and transition
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governance) is the award of all minerals rights based solely on the highest bid without
qualification criteria or due diligence of investors.
Considerable Soviet-industrial-era processes permeate sector governance; these rely on
centralised government controls and prescribed fees based on projected rather than actual
production (some exclusions apply: for example for manganese, license holder pays the fees
based on actual extraction, because of different license conditions). No distinction between
mineral “reserves” and “resources” is given which can dramatically impact commercial
recoverability of minerals. Balancing modern regulatory practices while ensuring that
Government can identify and address potential risks of private mining investments while also
optimizing the potential benefits of those investments demands complex coordination and detail.
Regulatory oversight that not only reforms reserves management but requires technical
inspections of mine safety and worker health, environmental and social monitoring as well as
quality of exploration and extraction operations should be introduced.

3.2 Geodata
3.2.1

Geodata management

Modern geodata management practices are not in place therefore putting at risk the way in which
Georgia’s non-renewable mineral resources are developed. Across all mineral types, geodata
management practices can be developed to not only provide an overview of the country’s
mineral reserve potential but to further suggest the potential commerciality of those reserves.
Georgia does not maintain a “Geological Survey” and instead houses various geodata
management functions within NAM. Reliance on Soviet-era reserve management, mineral
categorization and classification, mapping and other geodata management practices do not
provide accurate data on which sound investments can be made. There is no comprehensive
geological map of the country at a scale sufficiently detailed to provide information that inform
strategic resource development. Clear regulatory guidance is needed to ensure appropriate
handling and transfer of geodata that considers the full life cycle of the licence.
3.2.2

Quality and storage of geodata

Today’s geodata comprises antiquated data (much of which is not digitised and is in the Russian
language) combined with more recently collected data and some licence information. Twentieth
century data provides the basis on which field trip verification and review is conducted to update
deposit information. It is estimated that field reviews of geological reserves have not been
conducted by government since approximately 2006. GIS is used to track geological data; the
“MICROMINE” program using SQL server tools is presently being purchased by NAM. practice
NAM maintains and is building a geodata archive and is undertaking the organisation and
storage of geological mapping and data. Note: upon review, it does not appear that adequate
storage or back-up systems are in place; samples are not maintained.
3.2.3

Geodata ownership
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Ownership of geodata is a legally unclear and critical issue for all stakeholders and the topic is
presently under judicial review. The Subsoil Law, 2014 (Article 29) provides that geodata
information is owned by the one who spent the funds to acquire the data. However, this issue has
been under review since 2017 by the Constitutional Court of Georgia assessing the conflict of
this legislative provision with the country’s Constitution. To prevent continued litigation and
uncertainty, it is essential for investors and Government to have consistent and clear
understanding of how geodata will be collected, analyzed, stored, used and transferred.

3.3 Legislative framework
Georgia has adopted legislation (laws
and regulations) as well as legal decrees
that collectively set out general
principles and definitions for minerals
27
sector
operations .
The
overall
legislative foundation on which mineral
investments are made in Georgia is
dispersed; significant regulatory roles
and processes are not addressed. Some
legislation includes the following (see
Text Box).
A specific law on mineral processes is
not in place; general industrial, labour
and environmental legislation is applied.
Similarly, there is no specific legislation
guiding
mining
technology
or
methodology and general product safety
(e.g., Code on Product Safety, 2012) and standard laws are applied. General labour,
environmental and investment provisions are also applied.
Some mining-specific, process guidance is contained in various decrees, regulations and orders,
some of which are highlighted below.
Illustrative
● Regulation on Rule and Conditions for Issuing Licence, 2005 – Government Decree
#136
● Regulation on Organizing Auction, Defining Initial Auction Price and Payment
Conditions, 2018 – Order #2 of National Agency of Mines.
● Regulation on Reporting of Regulation Fee on Minerals, 2018 – Order #5 of National
Agency of Mines.
27
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● List on Increased Risk, Hard, Dangerous and Hazardous Works, 2018 – Government
Decree #381
● Regulation and Formation of Commission for approval of Deposits, 2015 –
Government Decree #110
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3.3.1

Summary legislative status

The legislative framework in which minerals rights are awarded, regulated and monitored is
disperse and incomplete. The primary legislation guiding mining sector investments is (1) The
28
Sub Subsoil Law, (1996, as amended) and (2) The Licences and Permits Law, 2005, both
described below.
Current legislation does not address an array of critical nuances and details specifically relevant
to minerals; the most obvious example is that a licence includes a variety of uses from
assessment to exploration to extraction to processing without clear process for conversion of
these licence aspects and requirements for each investment phase. Current legislation does not
distinguish amongst the various types of minerals or mining investment phases, leaving
Government to miss useful revenues and economic development opportunities.
While a body of law is in place that provides a general framework for mining investments, the
overall legislative framework for the management of mineral rights should be strengthened to
reflect modern, market-based mineral investment, exploration and exploitation practices. As
compared to other mineral markets, the legislation (laws and regulations) is superficial and
requires additional legal detail. Some of the critical issues that may be addressed:
● Soviet-industrial-era legacies including narrow legislative scope and neglected
mining-related environmental impacts continue.
● Stringent reserves reporting and calculation of fees fails to capture true benefits of
mineral developments.
● Investor eligibility is not legally prescribed; gaps in how investments are introduced,
managed and enforced as well as performance obligations and safeguards for
environmental and social impacts are insufficiently addressed.
● Little to no legislative provision is given to ensuring best investment, due diligence,
technical quality and other benchmarks for legitimate and sound mining investment.
● Despite years of improved fiscal regimes, with respect to minerals, modernization and
improvement of revenue management should be legislated.
● Mine safety and mine worker health are minimally regulated and modern regulatory
capacity for inspectors, miners and policy-makers is not in place.
● Social and labour aspects are treated as part of broader legal frameworks that do not
sufficiently capture the dynamic and temporary nature of mining as a business or of
mining impacts in the near and long-term.
● No guidance on post-mining livelihoods – e.g., when a mineral deposit is depleted, mine
communities are left without employment, adequate environmental rehabilitation, and
important revenues that, while the mine was operating, had been directly paid to the
Municipality.

28

It should be noted that many English translations use the term “entrails” in place of “subsoil” which, although
not technically incorrect, for purposes of clarity and common understanding, is not recommended.
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3.3.2

Practice primary legislation

Although various laws and regulations comprise the mining legislative framework, two core
pieces of legislation provide the foundation on which the sector is developed. The primary
legislation guiding mining sector investments is:
29

a. The Subsoil Law, (1996, as amended) regulates the
exploration and extraction of minerals from land and
water by domestic and foreign investors with the
objective of ensuring rationale use in consideration of
environment and sustainable development. It is
important to note that the “Subsoil” legislation includes
not only minerals but underground natural emissions,
water, oil and gas, storage, underground construction –
so in effect, it is not only a “mining and minerals” law
but is more broadly applied. Some critical nuances and
details specifically relevant to minerals are sorely
missed; the most obvious example is that a licence
includes a variety of uses from assessment to
exploration to extraction to processing without clear
process for conversion of these licence aspects and requirements for each investment
phase. The law also provides for state oversight, much of it emphasizing technical aspects
and reporting aspects
b. The Licences and Permits Law, 2005 – regulates a variety of licences and permits and
under Article 7, includes licencing and permit information specifically relevant to
mining:
1. Mineral exploration and exploitation or exploitation licence (includes
dredging). Includes underground water use so the water company has a mineral
exploitation licence.
2. Licence to use underground space.
3. General licence for forest use (issued by the National Forestry Agency,
MoEPA), e.g., timber harvesting, hunting. (Note: local forestry permit is annually
required).
The primary minerals legislation relies on antiquated
terminology (or English translation of same),
approaches and ways of implementing mineral
investments that do not reflect modern best practices.
Most striking is that the legislation does not set out
29

It should be noted that many English translations use the term “entrails” in place of “subsoil” which, although
not technically incorrect, for purposes of clarity and common understanding, is not recommended.
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investment criteria, licencing rights and obligations or distinguish amongst the various types of
minerals or investment phases of mining investments, likely leaving Government to miss useful
revenues and economic development opportunities. Further, this legislation lightly addresses
some very critical mining-relevant issues, if at all, specifically health and safety and
environmental aspects. More regulatory detail and supporting legislation would be useful.
3.3.3

Additional legal guidance

a. Constitution of Georgia, 1995. The Constitution (Article 3) clearly prescribes “land,
minerals and natural resources legislation” as part of the exclusive competence of the
30
executive (national) branch of Government . There is a right to inherit property (Articles
19, 21) but restricted where the right is possible for social necessity and that confiscation
of property or land is possible for social necessity as determined by law and established
right. Everyone is obliged to pay taxes in accordance with law (Article 94) and the
President cannot carry out any commercial activity or receive salary or compensation
from any other occupation (Article 72). Note: The Constitution is being revised, current
Article 21 addresses the right to ownership (proposed new Article 19) that indicates
property may be confiscated for “pressing social needs” and that compensation shall be
made. This provision will have increased importance as mining developments increase.
b. Labour. In an effort to remove legacy labour issues and to introduce a new market-based
approach to the labour market, in 2006 all labour laws were abolished, updated by new
labour legislation adopted in 2012, active as of June 2013. In 2015, following
coordination with international advisors including the ILO, a State program on labour
safety was introduced that included the legal right to enter a factory or premise where
danger is reported with five day prior notice and specific questions based on which
inspectors will provide recommendations. Some safety inspection is outsourced (e.g.,
recently to a German company to review Tkibuli coal).
A Commission and working group chaired by the Prime Minister and comprised of six members
each from key stakeholders (government, private sector, United Trade Union (UTU)) was
established to improve labour safety; government includes five ministries and the Prime
Minister. These stakeholders meet each quarter and “as needed”.
A new law on labour safety was adopted in 2017 with transitional provisions introduced in 2018
(effective August 2018). The labour code is not specific to mining but does guide
31
maximum number of working hours, vacation and leave time, retirement age , and that
overtime may be mutually agreed with employers. (Note: discussion of a 2019 Labour
Policy is underway). Stakeholders cite continued concern that the legislation guiding
labour safety remain insufficient, notably on enforcement. The MoHLSA indicates
significant mine and other employee claims for mediation; a registry of mediators is

30
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available, but these claim reviews are not conducted with notice to or in coordination
with NAM.
c. Environment. The Ministry of Environmental Protection and Agriculture (MoEPA)
includes the National Environmental Agency responsible for the protection and use of
natural resources. The MoEPA issues relevant permits and licences and oversees
environmental impact processes including below and above surface. Concern has been
raised that tailings are not specifically addressed or other mine waste aspects. In 2017, the
Parliament of Georgia adopted the Environmental Impact Assessment (EIA) Code, which
sets the procedures for an EIA – relevant to not only mining but all project types. The
EIA Code includes two annexes detailing those activities requiring EIA (“annex 1”) and
those requiring a lesser assessment in the form of an environmental screening (“annex
2”); this is a standard practice being implemented in various markets today.
d. Waste Management Code, 2014. E
 specially in response to EU commitments, there is
increased attention given to waste management for all industries including mining. This
Code dos regulate waste management but does not specifically regulate waste generated
from mining (e.g., waste generated by quarrying, mining, exploration, processing and
32
storage of mineral resources ), including tailings which can be processed for profit. The
code does manage issues relevant to mining such as the use of mercury.
Use of mercury
Mercury is often used by artisanal miners and small-scale miners as a rudimentary
gold retrieval technique. The mercury is mixed with rocks containing gold and when
heated, vaporizes the mercury to retrieve the gold. The process is dangerous; mercury
exposure has proven negative health consequences. The “Minamata Convention on
Mercury” is a global agreement to reduce mercury pollution and where possible to
reduce or eliminate use of mercury in mining which Georgia has signed but is not yet
ratified.
e. Tax and finance. N
 o specific legislation is in place to provide overall “mining taxation”
guidance, rather, standard tax and business laws are applied in addition to regulations on
prescribed mining-related fees and other payment requirements.
f. Land. There is no prohibition on foreigners to access and use land, but foreigners cannot
own agricultural land. There is no law or regulation on resettlement or established tolls
for transport of minerals (e.g., via trucks). Notice and consultation provisions with
respect to minerals lands are not in place. The category of land determines how to whom
land access and use payments are made, e.g., for
state land, The National Agency of State
Property under the MoESD; if Municipal land,
the local Municipality addresses the relevant land
Georgia is the party of three major international conventions (1) Basel Convention on Trans boundary Transport
of Hazardous Waste and Control of Their Placement; (2) Stockholm Convention on Sustainable Organic Pollutants;
and (3) Rotterdam Convention.
32
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issues and in the case of a private landowner, the land owner and licence holder agree on
compensation, lease payments and any other benefits of the mining investment. (See Text
Box). The mine cadastre map includes licence areas. Note: Land access rather than land
use is reported to be most pressing as was recently the case with the announcement of
gold auctions that would require trucks on public roads requiring access.
g. Forestry. I f a minerals licence area is located on all or part of a forest area, the licence
holder must first obtain a permit from the National Forest Agency if to cut any tree and
timber. A payment is made to that Agency in accordance with prescribed fees. A local
forestry permit may annually be required.
h. Water. F
 or water use, a permit and payment are required. Underground water use is
monitored and regulated by NAM. Note: as a matter of practice, environmental impact
assessments are prepared for large-scale investments; more attention to medium- and
small-scale mines and quarries is needed. Surface water requires a separate licence to be
obtained from the MoEPA.
i. Statistics. There is no specific law on mining statistics but the Law on “Official
Statistics” (2009) is applied.
j. Construction rules. Various rules on construction impact quarries/mines as well as related
infrastructure that can be clarified to be more specific to mining, including construction
of mine-related infrastructure on mining licence areas.
k. Law on Support and Guarantees of Investment Activities, 1996 (Article 9) prohibits the
production of bio-active or radioactive nuclear guns and weapons.
l. Law on Public Safety w
 hich guides overall development including industrial activities
and safeguards citizens against emergencies, accidents and other hazards relevant to
mining activities; but again, this law is not specific to mining.
33

3.4 Reporting requirements

Reporting requirements for mineral licence holders are minimal; where they are required, they
are rigid and do not reflect the dynamic processes that are inherent to mining. As a result,
reporting is minimal and should be strengthened. Much of the relevant reporting on mineral
activities is dispersed and only directed to responsible government departments (e.g.,
environmental, land, labour); such information is not integrated as part of the minerals
regulatory reporting regime. Financial reporting is done as would be for any business operating
in Georgia to the Tax Authority under the Ministry of Finance, but improved information-sharing
and consolidation of data is needed.
Comprehensive mine health and safety reporting requirements for investments are not in place.
The Technical Inspectorate operating under the MoESD as well as the MoHLSA collect various
data on mine accidents, incidents or deaths; processes may be clarified and consolidated for more
33

Environmental reporting is described in greater detail under the Environmental Protection section of this report.
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timely and accurate information. Licences do not require mine plans, remediation, mine closure
or rehabilitation plans or reporting. Under current practice, mine closure plans are not submitted
until near mine life end by which time damage is typically consequential if no gradually
addressed during the life of the mine. No discernable reporting is required or collected on
groundwater use, aquifer impacts, flow rates, subsidence or such other impacts.
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3.4.1

Licence approval and reporting

In accordance with Article 27 of the Subsoil Law, for NAM to approve and issue a minerals
licence, the licence applicant must submit
technical-economic information about the deposit
including the assessed mine conditions, quality and
quantity of minerals.
In accordance with Decree 5 (on approval of
reporting rule for minerals regulation fee), 2018,
each licence holder is provided with a “reporting
form” provided to them by NAM. The information
is to be provided each quarter and includes data on
production, financial and other information should
be required (see Text Box).
3.4.2

Production and reserves reporting

The production and reserves reporting system in place in Georgia reflects the Soviet-era GKZ
(State Commission on Reserves) protocols in which licence holders are required to provide
reserve and projected production information. This information is assessed and approved by
Georgia’s State Interagency Commission of Mineral Reserves (Commission). By international
comparison, the current reserve reporting system reflects a centralized and projection-based
methodology that does not accurately reflect the commercial or full development potential of
Georgia’s minerals. Investors cite an almost impossible set of reporting rules as well as the use
of artificial time lines (e.g., 3 months) for approvals. Investors also note that where reserves
remain, the mine cannot be closed; commerciality of reserves is not considered. This approach,
despite some reference to use of JORC (Australian) reporting standards, the law requires
different standards; the current system is not one used in most of the world and jeopardizes
Government’s full knowledge of its mineral resource potential.

3.5 Institutional arrangements and processes
In recent years, government has sought to restructure and reinvigorate governance mechanisms
supporting mining sector development. Specifically, government seeks to strengthen institutional
arrangements, improve investment promotion and facilitate transparent and accountable
operations to be more in line with international good practice. Georgia does not maintain a standalone Cadastre, Mine Inspectorate or Geological Survey although these functions are carried out
across a variety of departments; consolidation of these functions will be useful.
The government agency primarily responsible for extractive industries is the National Agency of
Mines (NAM), established in late 2017. (Note: Prior to that time, the mining sector was regulated
under the Ministry of Environmental Protection and Agriculture.) NAM is not prominently
positioned within the Government’s institutional arrangements as a leader of the sector; instead it
is positioned as part of a larger ministry structure. NAM and the Technical Inspectorate are part
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of the Ministry of Economy and Sustainable Development (MoESD). Additional government
agencies have a role in regulating some aspect of Georgia’s minerals sector that include:
Ministry of Finance (MoF), Ministry of Environmental Protection and Agriculture (MoEPA),
Ministry of Regional Development and Infrastructure (MoRDI), Ministry of Internally Displaced
Persons from the occupied Territories, Labour, Health and Social Affairs of Georgia
(MoIDPfOTLHaSA), and the Ministry of Education, Science, Culture and Sport of Georgia
(MoESCS). Note: In future Government’s educational agencies should have a more prominent
role in mineral sector capacity building. A general overview of institutional arrangements is
presented below.
3.5.1

Inter-governmental Steering Committee

In order to guide implementation of mining
sector reform and to support this EBRD
Programme, an Inter-governmental Steering
Committee (IGSC) has, by Government
Decree, been established (see Text Box) and
conducted its first meeting on September
13, 2018.
Since commencement of IGSC activities
additional members have been added to the
committee (see Text Box).
Note: An Association of Municipalities
operates in Georgia; because there are 64
Municipalities, many of which have a role
in the minerals sector, it may be useful to
consider adding this Association to the
IGSC.
3.5.2

National Agency of Mines (NAM)

NAM is a Legal Entity of Public Law
(LEPL) under the Ministry of Economy and
Sustainable Development (MoESD) which
under Georgian law, is a form of
Government agency that may be separately
managed and quasi-self-financed. Under its
current management structure, it is both a
regulatory body and has some political reporting functions.
a. Offices. NAM headquarters are in Tbilisi. A small office if also located in West Georgia,
Kutaisi. There was an earlier plan to also establish a NAM office in East Georgia, but the
Tbilisi office manages relevant issues.
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b. Core functions. NAM is the primary Government institution responsible for regulatory
oversight of minerals development in Georgia. NAM awards mineral rights, issues
licences, evaluates survey information, maintains the country’s cadastral survey map and
manages the geo-database. It serves as a lead coordinating body with other relevant
regulatory agencies. NAM does not conduct any technical inspectorate or health and
safety functions. It’s West Georgia office’s main function is to facilitate information
exchange in West Georgia and to supervise and control licence conditions.
c. Funding. Licence holders pay a Regulation Fee that is directly used to finance NAM
operations; in addition, NAM can receive budget support.
d. Management and staffing. As of late 2018, NAM was staffed with 66 regular staff and 29
temporary staff that comprise six departments; additional staff hires were expected. NAM
is managed by a Chairman, two deputies and one assistant (temporary staff). NAM
management reports that additional staff is required to adequately fulfill its functions.

*The primary function of the “Mineral Resource Management Department” is not health and
safety, but rather to evaluate geological/hydrogeological surveys, to investigate, to manage
geological funds, prepare balances and cadastral information, maps, to collate report data, build
the mineral geodatabase and to issue expert opinions on deposit quality and mining potential.
** The primary function of the Unit for Control of Licencing Conditions is to conduct desk and
field review of implementation of the licence, prepare protocols and as necessary, to make court
appearances.
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***The primary function of the Legal Unit is monitoring licence terms and conditions and
technical review of any licence documents, court appearances, preparation of protocols if any
violations, drafting regulatory and legal documents and coordination with other agencies. This
department has final review of whether a licence will be terminated.
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3.5.2 State Interagency Commission of Mineral Reserves (“Commission”)
State Interagency Commission of Mineral Reserves (“Commission”) was renewed by Charter
(Order #110, 2015) and was chaired by the Minister of Environment and Natural Resources
Protection of Georgia. The Commission is an inter-ministry/inter-departmental one that serves as
a technical consulting body comprised of technical experts, geologists and scientists that are
primarily responsible for review and approval of extraction of minerals and reserve reporting. Its
main purpose is to review and evaluation information relevant to reserves’ reporting.
In accordance with Government
Decree 110 (2015), the Commission
reviews and approved reserves
information for each licence on which
fee calculations are made. Licence
holders by law are obliged to follow
34
the JORC Code or other international
standards in reporting reserves.
The Commission only addresses
minerals (except oil and gas) and has
17 members (per Decree 498, 2018)
including
NAM,
the
National
Environmental Agency, scientists and
representatives of various ministries
(see Text Box). It meets as often as is
required; ten day notice is required to
conduct commission meetings which
are not open to the public and all
records are confidential.
The Chairman of the Commission is
First Deputy Head of NAM, the
Secretary is also NAM staff member.
The Commission relies on the JORC
Code and provides a forum where
licence holders meet with the
commission to explain reserves data on
which royalty projections are based.
(Note: where extraction is increased or
decreases 24-30% of mine projection,
approval or reapproval by the
commission for continued mining is
34

The Australasian (Australia, New Zealand, Pacific Islands) Code for Reporting of Exploration Results, Mineral
Resources and Ore Reserves (“JORC Code”) is a professional code of practice that sets minimum standards for
Public Reporting of minerals, Exploration Results, Mineral Resources, and Ore Reserves.
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required; the commerciality or commodity pricing relevant to the reserves is not assessed).
3.5.3

Municipalities and Autonomous Republics

Georgia is comprised of nine regions, one city and two official autonomous republics: (1) Adjara
and (2) Abkhazia. From this are 64 municipalities that include 59 districts and 5 self-governing
cities.
The role of the 64 Municipalities as part of the institutional
arrangements governing minerals in Georgia is important.
Municipalities are regulated under the Constitution of Georgia
and Local Self-Government Code. Under the Code (Article 16
(2) (c)), it is stated, “management of natural resources of local
importance belongs to the own jurisdiction of local
self-government”.
As such, Municipalities are solely responsible for and authorized to manage natural resources of
local importance. However, details of such responsibility and authority is not described in the
Code. Government legislative requirement has not been met to provide such detail; under the
Code (Article 165 (1) (e)) Government had to submit a “Law on Natural Resources of Local
Importance” to the Parliament on or before January 1, 2016; no legislative draft has been
prepared or submission made. This results in a lack of definition of “natural resources of local
importance” amongst other things such as institutional roles.
In practice, prior to the announcement of an auction for mineral rights, NAM submits auction
information to the relevant Municipality (or in some cases depending on the size of the proposed
licence area, Municipalities) to acquire local opinion on the possible announcement of the
auction. (Note: there is no prescribe time limit for Municipal comment). Only upon receipt of
Municipal commentary, presuming a positive municipal response, will NAM conduct an auction
for mineral rights. With respect to construction materials, as is presently the case, Municipalities
(1) are often a primary consumer of the minerals and (2) oversee and monitor those mining
operations.
In addition, specific legal regard to the institutional arrangements for minerals governance in the
two autonomous republics of (1) Adjara and (2) Abkhazia (currently occupied) must be
considered. By Government Decree (No.98, April 12, 2008), the GoG has the right to issue
licences in these republics for construction materials. As such, an autonomous Ministry of
Finance and Economy of Adjara includes a Property Management and Privatization Department
which is responsible for mining issues. Mining in Adjara primarily consists of construction
materials such as stones, crushed stones, and clay. Limited information about these mining
regimes is available.
3.5.4

Labour
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A stand-alone Mine Inspectorate is not in place. Monitoring and regulation of mine labour issues
is dispersed throughout Government structures. As part of the country’s general labour
framework, the Ministry of Internally Displaced Persons from the Occupied Territories, Labour,
Health and Social Affairs of Georgia as the monitor of mine worker labour issues; the Technical
Inspectorate under the MoESD monitors mine safety; ad hoc interventions from NAM,
Municipalities and MoEPA to address labour issues occur as is required. (Additional information
is provided below in this report).
3.5.5

Environment

The Ministry of Environmental Protection and Agriculture (MoEPA) is the responsible
government agency for the protection of flora and fauna in Georgia, including soil, subsoil and
water protection. The MoEPA is the primary Government agency implementing all EIA
processes including issuance of permits. MoEPA also monitors illegal mining. The MoEPA
includes the National Environmental Agency (NEA) responsible for protection and use of natural
resources. . It is also responsible for identification and fines relevant to illegal mining. The
MoEPA is engaged in development of environmental policy and legislation and the issuance of
environmental permits but has no role in social impacts or monitoring. While some mining
expertise is in place at the MoEPA it may be increased. It participates in decision-making on
environment-related matters including land leasing, mining methodologies (e.g., blasting,
industrial processes), and mineral investments. Concern has been raised that tailings are not
specifically addressed or other mine waste aspects; MoEPA and NAM coordination should be
strengthened. The MoEPA supports the Environmental Information and Training Center which
supports university curricula and training.

3.6 Award of mineral rights and licencing
3.6.1

Award of mineral rights

NAM reports on 3.8% of the total area of Georgia (69,000 hectares); geological potential has to
date been indicated or approximately 10% of the country’s area. “Mineral rights” per se are not
legally defined in Georgia, instead reliance on the term “licence” and “ownership” is given. The
current context indicates an approach and general perception (including the terminology used) in
which minerals rights are “bought”, not “awarded”.
a. Sole use of auction. Under the present governance regime in Georgia, the award of minerals
rights is solely through time-based, web-based
auction processes; award of rights goes to the
highest bidder. There are no restrictions on
domestic or foreign investors. There is no “first
come, first served”, international tender, or other
approach to obtaining mineral rights in Georgia.
b. Auction processes. Auction processes are
comparatively fast processes and do not require submission of technical, financial or
other pre-bidding qualification. The same processes are used for all types of minerals and
for all sizes of mineral deposits whether to be mined or quarried. Eligibility criteria for
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investors is not in place; investor due diligence is not conducted and information on
35
beneficial ownership is not required. The online auction process is implemented by
NAM including NAM defining the initial “starting auction price” for the mineral right.
Applicants may also visit the first floor of the NAM building in Tblisi. Bidders are
required, following prescribed time tables, to submit bids within a set (generally short)
time, and the highest bid “wins” the mineral right. A one-time “Auction Fee” is paid by
the winning bid following which a licence is issued. There are no differences in auction
procedures for Georgian or foreign investors and no local content requirements (e.g.,
requirements to use Georgian supplies and equipment).
c. What can be auctioned. There are no restrictions on what type of mineral right can be
awarded with exception of radioactive or bioactive minerals. There are some protected
areas under law where mining should not occur but there is not a policy of “reserved
areas” to be retained by government for specific use such as artisanal mining to generate
employment in certain areas or “strategic minerals” for specific mineral development
(e.g., coal) to ensure supply for energy or manufacturing requirements. Some citizens
complain of a lack of notice and information about what minerals are awarded and where
– including rights awarded between residential buildings. Note: There are no prohibitions
to using construction materials located on the land of the owner not to be sold, an auction
is therefore not required for personal use.
d. Additional rights. There is no auction requirement for mineral processing per se,
however, where a mineral licence holder seeks to construct processing facilities, it does
not have the right to construct on its licence area and instead, must enter an auction to
gain the rights for such construction. This has increasingly become a contentious
governance issue that should be addressed as part of licencing rights (e.g., to include
rights to construct on licence area).
3.6.2

Licencing

The current market aligns all types of mineral investments under two licence types: (1)
exploration and exploitation or (2) exploitation. These categories do not adequately reflect (a)
phases of minerals development; (b) size of investment, or (c) mineral type – all or some of
which typically provide guidance for how government manages its mineral investments.
a. Licence categories. . There are two mineral
licence categories in the current context. As
translated into English, (1) Exploration and
Exploitation (2) Exploitation. Note: Modern
terminology would indicate (1) Exploration
and Exploitation and (2) Exploitation
(production). It is not typical that a
36
stand-alone “exploration ” licence is not in
35
36

Equity holding even though legal title may be in another name.
The term “prospecting” may also be used.
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place as this phase of minerals development is critical for the development of geodata,
confirmation of commerciality of prospective mining operations, and ensures proper
mine design and environmental impact mitigation plans. Note: There are presently no
licences issued for “geothermal” or “deep seabed” mining but legally, these categories of
mining would be covered under this two-licence regime.
b. NAM as the “relevant authority” . Under the Law on Licences and Permits, (Article 3, Par
a), “licence” is defined as a right to execute a specific activity under law based on the
conditions defined by the Administrative Act issued by Relevant Authority. For mining,
the “relevant authority” is NAM. A mining licence is issued for the period defined by
NAM – an “undefined period” is not legally allowed. A licence term can be extended
with consent of the Government of Georgia.
c. Licence processes. Prior to issuance of an auction, NAM consults the MoEPA to
determine whether a screening or EIA process is required. NAM also consults the The
Ministry of Education, Science, Culture and Sport (MoESCS) to conduct an
archeological review of the proposed mining site – prior to award; as compared to other
minerals markets, this is highly unusual. Auction applications for licences are then
solicited and electronically submitted to NAM, reviewed by it geological department
after which a geology report is issued; stakeholders including the mine community agree
and licence terms, based on standard terms and conditions, as needed are negotiated with
NAM. The environmental screening or EIA must be conducted prior to the
commencement of licence operations. Different terms and conditions are issued for mines
and quarries.
d. Licence rights and obligations. Rights and obligations attached to mineral licences in
Georgia are minimal; this has resulted in litigation and conflicts notably with respect to
rights to construct, modify operations and more. Little to no performance obligations are
required of licence holders including regularized mine programs, environmental
planning, and providing baseline and updating remediation, closure and rehabilitation
plans during the life of the licence. In addition to strengthening licence rights and
requirements specific to certain mineral activities, consideration of other performance
obligations including the use of performance bonds, reclamation/environmental bonds,
insurance, labour entitlements and other market-based performance tools are not in place.
Other than seeking judicial review, no licence grievance mechanisms are in place.
e. Mine development/exploitation plan. Mine plans as implemented do not reflect modern
best practice and should be strengthened to ensure proper planning and protection
measures are followed. The emphasis for current mine plans is on production. Once
issued a licence, the licence holder is required to submit a mine development/exploitation
plan to NAM that describes the predicted quantity of minerals and period of exploitation
for the deposit. For a licence holder to commence operations, it must submit an
“exploitation plan” to the Commission which the Commission reviews and must approve.
In fact, the Commission only approves the projected amount of production with no regard
mineral quality or commercial value.
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f. Overlapping. The issue of overlapping land rights and minerals rights is not sufficiently
clear and should be clarified in regulations. Land rights may involve the State,
Municipality or private land owners; in some instances, it has proven more useful for
licence holders to purchase land rather than lease it – this arrangement has long-term
consequences for land holdings in Georgia and should be reviewed.
g. Production. In accordance with the mine exploitation plan, a licence holder has provided
a projected production amount/volume with respect to a specific mineral. Legally, that
operator is not to produce more than the projected production. In such case, NAM is
legally required to bid the new deposit amounts.
h. Conversion, extension, transfer, modification, revocation, suspension, termination. The
current licence framework does not prescribe licence renewal, extension, suspension, or
termination processes or clearly provide for how various grievances and disputes relevant
to licences may be resolved, leaving affected parties their sole remedy to rely on the
courts. Other than expiration of the licence no clear rules are in place to guide changes in
the licence during its implementation, e.g., suspension, retention, modification. Any such
change requires discretion on the part of NAM officials to resolve such matters. Investors
complain about the lack of surety in the expectation to convert their exploration work to
exploitation operations; they also report their ability to pay additional licence fees to
secure extension of licence duration.
Note: There is no categorization of mine or quarry or groundwater licences in Georgia that
typically help to distinguish size of the operation (e.g., artisanal, small, medium, large, super
large/mega), methodology and technology, or the type of mineral type (precious gems, metallic,
energy, etc.).

3.7 Fiscal regime
The fiscal framework guiding mining investments in Georgia is established but relies on
Soviet-era industry approaches guided by projected production calculations and prescribed fees.
NAM plays a role with respect to mining-specific issues, but the Ministry of Finance is the
primary institution providing fiscal and tax policy and reporting requirements for mining and all
other investments.
A modern market minerals royalty regime is not in place in Georgia. Prescribed payments are
made in the form of fees and taxes based on a fixed and rigid fiscal regime. Mining fees are
levied based on prescribed amounts that do not reflect modern practice or optimize revenues that
are generated from mine production. Fees are presently paid to three primary recipients: (1)
Ministry of Finance (MoF), (2) NAM, and (3) Municipalities.
Some fundamental fiscal approaches and terminology will benefit from review so as to
modernize how mining finances are described and implemented. For example, Georgia does not
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in fact use a mine “royalty” system, but the term is used in the sector and included in the Tax
Code of Georgia.
3.7.1

Taxation
37

Mine companies are subject to the standard taxation including income tax, corporate tax and
38
value added tax (VAT) . Where applicable, import and customs duties also apply. Locally,
property taxes are also levied. The regime does not support a large number of tax deductions –
mine companies typically look for a variety of deductions to offset the high capital costs of mine
investments. Balanced with Georgia’s recent implementation of no taxation on non-distributed
profits, calculating mine taxation requires close review.
3.7.2

Mine/quarry-related fees

Mine-related fees are levied based on prescribed
amounts that do not reflect modern practice or optimize
revenues that are generated from mineral production.
Fees (not including land leases/payments) paid to the
three primary recipients (MoF, NAM, Municipalities) do
not optimize potential revenue generation from mining.
practice The Law on Natural Resources Fees prescribes formulas and payment amounts required.
Payment is made by wire transfer, not cash, and paid directly to prescribed agencies as described
below. Three primary fees in addition to taxes comprise the financial payment requirements of
mine operators. See Text box.
(1) Auction Fee. An amount determined by
order of NAM in accordance with a
“Starting Price Formula”; this is a
one-time payment made to the State
budget. (Note: that for an investment
such as Tkibuli coal, it is reported that
the auction fee was set at a
comparatively very low “price”). For most, this “fee” is the “price” paid to “buy” the
mine; this terminology can be modified to reflect modern practice.
(2) Licence Fee. This is a fee paid by the licence holder based on the exploitation plan
or, if a high production occurs than estimated in the plan, that amount. The fees are
strictly prescribed and included in Annex 3 (a) of this report. They are calculated
based on production projections included in the mine development/exploitation plan
that must be approved by the Commission. This fee is paid to the local municipality
twice a year (every six months). This fee is sometimes referred to as the “royalty” .

37
38

Presently a flat 15% rate.
Presently a flat 18% rate.
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(3) Regulation Fee. This fee is required only for specific minerals (see Annex 3 (b)) and
not for construction materials; it is paid directly to NAM which is prescribed and also
calculated based on the production projection included in the exploitation plan or
actual production that similarly has been reviewed and approved by the Commission.
This fee is paid each quarter (using a calendar year, e.g., January-March, April-June,
July-September, October-December) and is not to exceed .75% of the set mineral
price. This fee helps to fund NAM operations.
Note: With respect to the Licence Fee and the Regulation Fee, where the same or less volume of
minerals is produced under the production projection under a mine development plan, the licence
fee amount as established based on the plan’s projections is due and owing. However, where
production exceeds the production projection under a mine development plan, additional
payment is due on any excess production in accordance with the prescribed fee schedule.
3.7.3

Financial reporting and audit

There is no dedicated mine audit function in place; the standard reporting and audit functions
applicable to any business are similarly used for mining investments. With respect to capturing
the dynamic nature of minerals investments, financial reporting is inefficiently rigid and does not
adequately identify opportunities to generate revenues and limit losses from sector operations.
Reporting processes are centralized and controlled, reliant on mineral production projections and
antiquated formulas that ultimately inhibit sound investments and long-term development.
Under financial laws, financial audits are conducted in accordance with legally prescribed four
categories of investment with “1” being the largest type of investment based on investment
levels; discussion is presently underway as to how audit reporting requirements will be
strengthened. There is no specified timing for State-conducted audits; accounting systems and
requirements should be harmonized.
3.7.4 Revenue management
The Ministry of Finance prepares all financial information relevant to minerals development as
part of overall business and investment earnings. No tracking of actual mine company ownership
or transfer pricing is in place; it will be useful to introduce “beneficial ownership” tracking and
investor due diligence practices. Revenue management principles similar to those used by the
Extractive Industries Transparency Initiative (EITI) may be introduced.
No guidelines for how municipalities or NAM are to spend their direct fee payments are in place.
While Municipalities receive a prescribed allocation from mining revenues, a formal mining
revenue management program is not in place to guide how mining revenues may otherwise be
allocated for the near and long-term. There is no clear policy on transfer pricing practices that
result in a reduced tax base or guidelines on advanced pricing and other common mining pricing
practices that can benefit or inhibit Georgia’s return from the sector.
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Because of its untaxed export policy, Georgia has quietly become a “re-export” or transit country
for gold, copper, and ferrous metals (metals that primarily contain iron). Most recently,
Afghanistan lapis is transiting Georgia to take advantage of this beneficial tax regime.
.; practice

4. Land
4.1 Land rights versus mineral rights
Minerals sector development in Georgia suffers from complex land access, acquisition and
ownership rights. Licence holders are obligated to secure land rights separately from their
mineral licence rights which creates problems of timing, access and use. Under current law, if
construction of a mining-related processing facility is categorized as “first class infrastructure” it
will require an auction process; this approach is a disincentive for licence holders to construct
value addition and other useful facilities within their licence area. In cases where minerals are
discovered on or under private land, the State may acquire the land in accordance with the law of
eminent domain; unless the owner of the private land has or obtains a licence.
There is no prohibition on foreigners to use land, but foreigners cannot own agricultural land.
Licence holders are solely responsible for engaging with land owners to negotiate terms of
leases, access and other use. Investors cited high fees and that the implied fee structure on
exploration land is generally high.

4.2 Notice
Clear notice provisions and consultation processes are not formalized and presently do not
adequately inform Government or citizens especially communities that will be impacted by
mining investments. Even when land next to residential property will be mined, notice is
virtually none other than word of mouth. For investors, the issue of land use is highly
problematic including whether a licence holder has the right to construct mining-related facilities
within and on its mining licence. For citizens, the issue of land access is raised as was recently
the case with the announcement of gold auctions that would require trucks on public roads
requiring access.
Land disputes relevant to mineral rights are poorly mediated, typically done in an informal
manner reported by citizens as unfair. In the absence of prescribed protocols, NAM officials are
commonly sought to intervene toward resolving mining-related land disputes. In other instances,
Municipal leadership is sought.

4.3 Compensation
By law, the category of the type of land determines how
compensation payments are determined, e.g., (1) for
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State land, the State Property Agency under the MoESD; (2) for Municipal land, the local
Municipality addresses the relevant land issues; and (3) for private land, the land owner and
licence holder agree on compensation, lease payments and any other benefits of the mining
investment.
There is no law or regulation on resettlement or established tolls for transport of minerals (e.g.,
via trucks). As such, licence holders are solely responsible for engaging with land owners to
negotiate terms of leases, access and other use. Some investors cited high fees and that the
implied fee structure on exploration land is generally high.
Although resettlement is not reported as a large issue, record-keeping on compensation relevant
to mineral rights is limited. Compensation provided to a land owner is guided by
“market-based” principles and is typically negotiated between the mine company and land
owners. The category of the type of land determines how compensation payments are
determined, e.g., for State land, the State Property Agency under the MoESD; if Municipal
land, the Municipality addresses the relevant land issues and in the case of a private land
owner, the land owner and licence holder agree on compensation, lease payments and any
other benefits of the mining investment. (see Text Box).

5. Labour
5.1 Georgian miners
The average Georgian mine and quarry worker is male, most of whom have an average age of 50
years. It has proven difficult to attract younger miners, notably as geologists and for mine
engineering and other technical positions where specific technical knowledge is required. Miners
generally work full time and most work in their locality or surrounding towns. Miners may
receive vocational training or training on the job-site; consultations revealed that this is ad hoc
and insufficient to ensure adequate mining practices and safety. There is not a specialized mine
training school in Georgia although several universities and institutes provide mine engineering
and geological studies. In recent years miners’ strike to protest late pay, low wages and forced
vacations with minimal notice. At Tkibuli coal, issues related to mine safety, roof collapse and
other risks also raised miners’ concerns.

5.2 Trade unions
Georgia’s labour law allows the establishment and operation of trade unions; most companies in
Georgia have trade unions, and in some cases, the unions are quite influential. In mining, there is
not one specific trade union but mine unions do operate under the United Trade Union (UTU)
framework. In this context, mine workers are subject to a collective bargaining process.
An example of the union structure is seen at Chiatura mine where five unions are in place; three
at the Chiatura mine and two at the Zestafoni smelting facility. This requires management to
negotiate with each union from which two collective agreements are developed. Some managers
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may be included but generally the union membership is comprised of workers. Unions range in
sizes, one has 1,000 members while another has 300; no matter the size or that each union seeks
different and separate rights, in accordance with general labour laws, discrimination against
employees is not permitted.
The Georgian Trade Union Confederation is also in place, in which approximately 50% of the
country’s workers have membership. The GTUC is successor to the Independent Trade Union
(NPG) structure of the 1990s.
5.2.1 Collective bargaining
Mine companies operating large projects create trade unions and utilize collective agreements. This
approach is mainly used in West Georgia, Tkibuli and Chiatura where unions are relatively
active and lobby for increased salaries and improved mine safety and worker health conditions.
Less union activity is apparent in East Georgia, Bolnisi, which may be attributed to the
accumulation of generally high salaries and less health and safety issues as the region is
primarily focused on gold mining. Less alternative employment opportunities may be found in
the West which is also a contributing factor to collective labour actions.
5.2.2 Grievance mechanisms
Established and efficient mine worker grievance mechanisms are not in place. An outcome is that
demonstrations and mine worker strikes occur, primarily due to worker grievances of late pay,
low pay or poor working conditions. Georgia is a member of the International Labour
Organisation (ILO) which for decades has provided global guidelines and standards for various
aspects of mining with emphasis on fair labour practices, health and safety, environmental
conditions and preclusion of child and forced labour and grievance notices and mechanisms.

5.3 Fair labour practices
As compared to other mining jurisdictions, the role of Georgia’s Government is comparatively
limited in ensuring the implementation of fair mine labour practices, safe working conditions and
long-term health protection. Instead, mine companies are expected to address these matters;
while some companies may, it is difficult to understand the scope and overall handling of mine
labour issues.
Georgia has and continues to experience mine worker strikes and other worker issues that can be
openly addressed through an array of labour-management-government tools. There is not an
established “fair mine labour” protocol or collective bargaining framework specific to mining.
The labour law supports broader collective bargaining which is used at mines and quarries.
While contracts are in place, a “produce or perish” payment scheme exists by which miners are
paid according to how much mineral is produce, e.g., by volume. There is a general lack of
consistency to how mine workers are contracted, paid and treated that varies by region, mineral
type. Conditions for mine workers in Georgia are subject to general labour laws. Miners typically
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have health insurance as part of the broader labour law protection but do not have adequate
coverage relevant to mining-related injuries and disease.
Mine companies provide different terms and contract conditions for workers. Workers are
protected under standard labour laws generated by the Ministry of Internally Displaced Persons
from the Occupied Territories, Labour, Health and Social Affairs (MoIDPfOTLHSA) that
includes provision of a mediator to address labour issues and other labour monitoring support is
to be provided. In the event of unsafe practices, they may be considered as “criminal acts” in
which case the government uses its policing function to control the situation. Mine workers cite
health and life insurance as a gap in their entitlements; some mine companies do provide
insurance for workers, but the private, market-based insurance companies take advantage of the
high risk, high premium contracts available in this sector. No death benefit is required under the
law and relies, in the case of a mine or mining-related death, on the good will of the mine
operator. Labour payments vary and do not necessarily consider levels of danger, time of work
(e.g., night mining), overtime or years of service.

5.4 Health and safety
Certain mining operations pose significant health and safety hazards to mine workers and mining
communities. Modern equipment and supplies are not generally in place and mine safety
practices are not adequately known at most mine operations in Georgia. Standard labour
provisions do not consider the dangers and specific attributes of mining. These inadequate
provisions reduce long-term economic and health protection for workers engaged in mining as
well as for their families. The burden of poorly funded and protected labour contracts will
ultimately return to Government for resolution, e.g., long-term health support.
In the current context, the role of Government is comparatively limited to ensure implementation
of safe working conditions and long-term health protection. Considerably more Government
oversight of mine safety and worker health is required. Instead, mine companies are expected to
address these matters; while some companies may, it is difficult to understand the scope and
overall handling of mine labour issues. A Mine Inspectorate is not established; historically, a
mine inspectorate was actively engaged in regular mine inspections, but the inspectorate was
closed in 2015. Monitoring and oversight of health and safety are dispersed; the Ministry of
Internally Displaced Persons from the Occupied Territories, Labour, Health and Social Affairs
(MoIDPfOTLHSA) monitors mine labour issues while mine safety technical inspections
(equipment, methodology) are conducted by the Technical Inspectorate under the MoESD. Some
interventions by NAM and MoEPA are also reported. Inspections are not regularized, and
inspector capacity specific to mining is not technically adequate.
Licence obligations do not require record keeping of mine accidents, deaths or other incidents;
mine workers must comply with company-generated contracts and are protected under standard
labour laws. New mine safety and health regulations are being prepared. Mine safety rules are
presently guided by technical regulations that combine Soviet-era and International Labour
Organisation (ILO) standards to address fundamental aspects such as use of elevators and
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mechanical equipment, distances to mining tunnels. However, neither the standards or
application of them is particularly robust. This lack of record keeping of mine accidents, deaths
or other incidents leaves workers beholden to mine company practices. Mine incidents and
fatalities are attributed to out-dated mine design and technology and often dangerous
methodologies; no monitoring of long-term health injuries due to mine work is conducted.

5.5 Child and forced labour
Issues of child and forced labour are not presently evident; no formal monitoring or reporting
mechanisms are in place to regularly assess this possibility. Legislation criminalises the use of
children and forced labour in Georgia.

5.6 Gender
Georgia operates in an environment of improved gender equality. However, gender issues
specifically related to mining and minerals development have not been closely assessed or
specifically addressed (e.g., sexual harassment policies in the workplace) including the treatment
of local community members.

6. Technical regulation
A viable Technical Inspectorate operates as a department under the MoESD and is responsible
for mining and other economic activity technical inspections. This department is staffed with
technically competent personnel but an increase in mineral specific expertise and regulatory
strengthening is needed. Technical regulations do not comprehensively address mining aspects
and either rely on mine-specific issues or Soviet-industrial era practices that achieve certain
oversight but generally do not reflect best modern practice.
Technical requirements or investor technical qualifications are not required as part of the
auction-based award of mineral rights or for the issuance of a minerals licence. As such, review
of past technical work or exploration and exploitation methodologies is not conducted pre-award
that would help regulators to understand the specific level of technical competency of investors.
Resumes of technical managers for mine investments are not required. There is no prohibition on
equipment type (e.g., first hand, third hand, etc.). Mine design, production techniques,
remediation and mine closing approaches are not required as part of investor submissions or at
any time during the lifecycle of mining operations.
Georgia is a member of the International Standards Organisation (ISO) is an international
standard-setting organisation that works in 162 countries to promote industry and commercial
standards and which regularly publishes guidelines, protocols and standards relevant to mining
that are of importance for environmental protection, equipment and methodologies.
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7. Environmental, social and cultural impacts
In addition to establishing a modern investment governance framework in which Georgia’s
mineral reserves are produced, significant concern about the environmental and social impacts of
mining must be addressed. In Georgia, environmental impacts are monitored and legally
governed separate and apart from social impacts and cultural impacts. The risks of negative
impacts associated with human health, restriction of other economic activities (agriculture,
tourism, etc.) near mining sites, degradation of land and water, pollution of air, water and soil,
destruction of flora and fauna, and potential damaging and destruction of monuments of cultural
heritage have not yet been adequately identified or regulated.

7.1 Environmental impacts and management
Institutional and governance reforms have resulted in significant improvements in environmental
protection and effectiveness of mechanisms for the mitigation of the impacts of mining
operations on the physical and social environment. However, enduring challenges remain; some
examples are listed below.
● No life-cycle monitoring. Environmental emphasis is on initial investment in the
preparation of environmental impact assessments and screenings but no environmental
management plans (EMPs) or follow on reporting is formalized; a “mining lifecycle”
approach is not in place.
● Neglect of quarries and artisanal mining oversight. Virtually no environmental oversight
of quarries and artisanal mines is underway.
● Technical competency specific to not only mining impacts but impacts of specific mining,
quarrying and water drilling methodologies is required.
● Exclusion of social impacts. Unlike comparative minerals markets, social impacts are not
included in these assessment and screening activities.
● Capacities of Government, Municipalities and local communities to identify emerging
issues and to monitor and enforce environmental compliance throughout the lifecycle of
mine development may be improved.
● Coordination of land, water, air and other environmentally sensitive areas is lacking. No
minerals have been identified for conservation; while protected areas are legislated, they
may be reviewed to ensure comprehensive environmental protection.
● Roles, responsibilities and time-based processes of MoEPA, NAM and other institutions
relevant to environmental management must be clarified in legislation.
7.1.1

Environmental Impact Assessment and, or Screening

The Environmental Impact Assessment (EIA) Code was adopted in 2017 and sets out the
procedures for an EIA – relevant to certain mining as well as other industry and infrastructure
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projects . Quarries and artisanal mines are not required to produce EIAs. The Waste
Management Code was adopted in 2014 and regulates waste management including tailings
which can be processed for profit but does not specifically regulate waste generated from mining
(e.g., generated by quarrying, mining, exploration, processing and storage of mineral resources).
The Code does regulate the use of mercury (e.g., mercury is commonly used by gold miners).
Under the new EIA Code, for mining, a screening may be conducted based on which the MoEPA
determines whether an EIA is required. Project types are categorized according to industrial
standards such as size, capacity, etc. Specific to natural resources, the MoEPA may issue an EIA
decision after a licence is issued; any discrepancy between the licence and EIA is resolved by the
EIA. (Article 5, Par 2). There are no legislated requirements to monitor cumulative impacts, e.g.,
where several mines or quarries are operating close to one another but under different investors.
Under the current regime, to date, no large-scale mining EIAs have been conducted; the majority
of environmental reviews have been screenings for infrastructure and power plant developments.
While this important new attention to
environmental impacts of mining is embodied in
the new EIA Code which prescribes specific
actions to assess and address environmental
impacts, even with implementation of the EIA and
screening requirements under law, considerable
gaps in mining environmental management exist. There is no legal mechanism to take back or
stop mining operations due to environmental hazard, thereby calling for the discretion of EPA
and NAM. The immediacy of relevant concerns cannot be overstated, examples include:
●
●
●
●
●
●
7.1.2

Mine run-off that impacts surface and underground water and soil quality,
Hazardous trenches and open pit mines that have not been reclaimed or remediated,
Mineral and construction materials processing,
Quarry processing (cutting, polishing) run off to streams, rivers, open waters and soil,
Mining methodologies, types of equipment and technology (e.g., much is antiquated),
Mine closing methodologies (and lack thereof).
EIA/screening processes

NAM is required to obtain a screening decision prior to the announcement of any mineral
auction (Article 7, Par 2) and whether an EIA is required, to be made no earlier than 10 days
before the auction and not more than 15 days before the auction.
An investor is typically given 25-30 days to conduct an environmental screening/scoping study;
preparation time for an EIA is unlimited. Upon receipt of these documents, submitted to the
MoEPA, 50-55 days is taken for review, public consultation and hearing. The review could
include only mining aspects or also include mineral processing aspects. The EPA will then set
39

The EIA Code includes two Annexes detailing those activities requiring EIA (“Annex 1”) and those requiring a
lesser assessment in the form of an environmental screening (“Annex 2”); this is a standard practice being
implemented in various markets today.
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basic conditions and operating standards for the operator. Social aspects are not generally
addressed although cultural aspects where relevant will be included.
Studies have been conducted, in line with European Union objectives, to identify ways to
improve mine and quarry waste management including liquid waste, tailings, rock spoil and
mine-related processing impacts. Pollution impacts to soil, air, noise, water and human life
require more immediate attention for the near- and long-term, ideally to be codified as part of the
mine environmental framework.
7.1.3

Mine remediation, closure and rehabilitation

Licence holders are not required to provide any written information on mine remediation, closure
or rehabilitation mitigation measures or actions during the life of the licence. Mines and quarries
are operated and closed with little to no regulatory oversight of mine remediation, closure and
rehabilitation activities resulting in significant uncertainty for not only the mine communities but
the entire country’s ecosystem that may range from near and long-term pollution of water and
soil to longer-term dangers of open pits, subsidence, acid water and other toxicity impacts to
natural surroundings, including those impacting human health. While good operators seek to
accommodate better practices, inadequate legal and regulatory requirements generally result in
these aspects being left unaddressed or when addressed, at the discretion of Government
officials.
If at all, mine and quarry operators in Georgia generally commence mine closure planning close
to or at the time of mine closing; depending on the size of the reserve and the projected life-span
of the mine or quarry, this timing is typically too late for adequate mine closure preparation.
Mine closure post-production can take from two to ten years and longer if additional follow-up
monitoring or treatment of waste dumps, etc. is required. Georgia has no environmental or
reclamation bond requirement; this approach mitigates environmental impacts and ensures
funding for environmental rehabilitation, where a mine company may neglect or even abandon
the mine site when the deposit is exhausted, omit the formal process of certification for
decommissioning, and simply unbundle the company under whose name the mining project was
registered.
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7.1.4

Environmental enforcement

Minimal regulation is in place to guide the use of explosives and hazardous materials in
Georgian mining operations. Parameters for the use of explosives including dynamite and other
chemicals to extract minerals are not adequately addressed. Use of mercury particular to gold
mining, is legally prohibited.
Stakeholders cite a complicated system for the calculation of damages relevant to environmental
impacts. Some regulations guide environmental inspection, others guide the application of
penalties and ad hoc review by Government officials if often required; the entirety of the system
is unpredictable and therefore results in unpredictable outcomes.
When operators are fined for environmental damage, penalties may be in the form of (1) fine,
calculated under administrative law, (2) damages
calculated under civil law; or (3) criminal penalty
calculated under criminal law. Mine operators
complained that despite what can be large
payments in the form of the three fees levied on
mineral rights, none of those payments are
allocated to remediation or rehabilitation funds.
7.1.5

Mining legacy environmental impacts

Considerable concern is cited on how to address historic mining legacy environmental impacts
where current licence holders do not believe they should be held fully accountable. Legacy
environmental impacts of mining include acidic water seeping from aged tunnels that
dangerously linger and have not been adequately assessed or sufficiently addressed. “Upstream”
or direct mining impacts as well as “midstream” transport and storage issues and “downstream”
processing impacts have been greatly impacted by poor or lack of environmental management
practices, notably at large-scale integrated metal mining operations. Illegal mining is also a
legacy issue in Georgia where, as a matter of practice and for lack of mining area inspections,
individuals continue to mine without a licence and cause continued degradation to the
environment.
Legacy impacts have resulted from poor governance, mine design, mining methodologies and
use of certain technologies and antiquated equipment. Legacy effects of lack of mine
rehabilitation and closure practices have resulted in large swathes of churned up and abandoned
mined-out lands, loss of flora and fauna scattered throughout communities across Georgia. In
addition to disturbing the physical environment and undermining the potential for future
agricultural development and expansion, these abandoned mined out lands, toxic waters, and
polluted air have posed serious health and safety risks to affected communities. Abandoned,
unused structures and materials also pose safety threats to local communities.
An example is the once vibrant operation of the Bolnisi non-ferrous metal processing plant
located at the Madneuli gold/coper/barite deposit. Throughout its years of operations with its
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height in the 1970s, the operation was an example of the cross-Soviet state value chains where
processed nonferrous metals were exported to the Urals in Russia, Armenia and Azerbaijan for
downstream factories to produce non-ferrous metals. Equipment used in that operation, and
others, is in some places still being used today. Similar impacts are seen at Chiatura.
Note: The MoEPA in partnership with Government is establishing an Environmental Liability
Fund through which some of these mining legacy environmental impacts may be addressed.

7.2 Social impacts
The Georgian mining sector has welcomed foreign
investment that inherently introduces new
approaches to business, cultural, religious, and
other norms. Neither foreign nor Georgian mining
investments are subject to any prescribed policies,
protocols or legal requirements to guide social
impacts or contributions as to how their mineral
investments will impact and relate to social and
cultural aspects. Use of “community development
agreements” or other mine-community and mine operator agreements is not standard. Instead,
mine companies are expected to directly negotiate with local communities, typically conducted
in an ad hoc manner, to address community concerns. This approach has been identified by the
NGO community as highly inadequate and unpredictable. This approach is inadequate and
unpredictable.
There are no prescribed assurances for mining benefits sharing or formalized requirements for
corporate social responsibility (CSR) or other company commitments to mining communities.
Payment of the licence fee to the Municipality addresses some community and company
expectation that these revenues in part or in full should cover social costs of the local mining
investments.

7.3 Cultural impacts
Under the current regime, the Ministry of Education, Science, Culture and Sport (MoESCS) is
responsible for the handling of cultural artefacts and historic relics. Specific to mining, NAM
notifies the MoESCS of potential mining areas to be auctioned following which the MoESCS
conducts an archeological survey on potential mining areas before the auction is conducted. This
is an unusual (and expensive) ordering and progression of survey work.
Around the world mining developments inevitably cross the boundaries of important cultural
artifacts and historic relics. Well-established practices for how these cultural items are handled,
treated, moved and stored upon their discovery by licence holders at mining sites may be
adopted. The most current (and controversial) example of how such a cultural discovery was
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handled with respect to mining occurred at Sakdrisi in the Bolnisi region as briefly reviewed in
the below table.
Preserving Georgia’s cultural heritage
Year

Action

2004

● Georgian and German archeologists discovered one of the oldest gold mines in
the world, which is thought to be about 5,000 years old.
● The mine was awarded the status of an archeological cultural heritage
monument.
40
● In February the Ministry of Energy and Natural Resources conducted an
auction for the right to mine ore deposits in Sakdrisi, Bolnisi region. As a
result, the licence was sold for 110 million GEL($66.6 million) to Mining
Investments LLC, which, according to some sources, was a part of the Capital
Group.
● In October, Government annulled the status as an archeological cultural
heritage monument and declared that the status was illegally awarded. Some
members of the public disagreed with the October 2013 decision and appealed
the decision.
● The Ministry determined that mining could proceed; the first step was to
explode the monument, causing a lot of concern.
● The Ministry of Culture and Sport is revising handling of cultural heritage.

2006
2012

2013

Present

8. Stakeholders and public participation
8.1 Stakeholders
A well-established and organized stakeholder forum specific to mining development is not in
place. Only as a result of the Sakdrisi events described above did the locally-based “Sakdrisi
Protection Point” emerge as an unofficial non-government organisation (NGO)-type operation.
An important observation however is that this organisation appears to have less inputs from local
residents and more from people residing outside the area.
A well-known NGO is the Green Alternative recognized as one of the most critical NGOs in
Georgia but not specific only to mining. Similarly, the Caucasus Environmental NGO Network
(CENN) works across topic areas that include but is not limited to mining and in 2016 published
the “Environmental and Socio-economic Impacts of the Mining Sector and Prospects of
Responsible Mining in Georgia” report, reviewed as part of this status report.

40

Ministry names have been revised over the years.
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Some industry associations exist including for exporters but a “Chamber of Mines” or similar
mining industry association is not in place. The stakeholder structure relies on a few big players
such as gold companies and their interaction with mine-affected communities. This direct
interaction can be beneficial but as long as it is operating without formalized protocols, does not
provide a systematic or fully transparent opportunity for government to capture all mining
benefits for citizens.

8.2 Public information and outreach
In the present context, no formal requirements or mechanisms are in place to facilitate outreach,
consultation or to distribute public information on any topic in the minerals sector.
Involvement and participation of residents of communities affected by mineral developments
and civil society is largely limited to ad hoc and “word of mouth” discussions. While the
establishment and operationalization of NAM has significantly improved communications
within the sector, stakeholder consultations and public information and outreach is not
regularized. Often, community members are not informed about minerals sector development
activities, mineral rights’ status or more specifically, invited to participate in practical
developments on land access and use, environmental and social impact assessment
preparatory processes or benefit-sharing mechanisms. The Georgian public at-large,
including Government officials, is ill-informed about mineral investments in the country. The
lack of consultation and participation generates rumour often captured in sensationalized
media coverage.

8.3 Extractive Industries Transparency Initiative (EITI)
The EITI is a global reporting standard used to strengthen overall sector governance in more than
50 countries, specifically to monitor revenues generated from the extraction of minerals, oil and
gas.
Georgia is not a member of EITI but does maintain capacity and Government institutions to
implement EITI principles. Several stakeholders noted that for Georgia, it may not be timely
to seek membership at this time, primarily due to the amount of time that may be required to
undertake the EITI validation and membership processes. It will however be useful to
initially (1) adopt the EITI revenue reporting and management principles and (2) establish a
multi-stakeholder group (MSG) as a forum to conduct information exchange and promote a
dialogue amongst government, industry and citizens. Dispute resolution
Dispute resolution mechanisms or defined processes with respect to Georgia’s mining sector are
not established and rely on considerable discretion of certain institutions, including NAM.
Perhaps the most disputed topic is that of fees and amounts to be paid by companies. Under the
Administrative Code a Special Administrator (Special Manager) may recalculate the fees under a
three month period but neither the process nor the consultation is sufficient. Disputes are not
tracked; consultations revealed that the range of disputed topics include land, fair labour
practices, and fiscal requirements.
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Georgian American Alloys (Chiatura Mine)
Perhaps most current is the example of the Chiatura manganese investment (mining at
Chiatura, smelting at Zestafoni) where, in 2017, government appointed a Special Manager for
a three year term. The Special Manager is a former director of the Chiatura mine and therefore
familiar with its technical and operational aspects; by reports, is expertise has been of use to
the operation. The company is responsible for payment of the Special Manger and all staff;
approximately 6,000 employees at the Chiatura mine (approximately half mining and half
engaged in processing work). Under this new leadership, a fourteen-point plant was prepared
and is presently being implemented.
Notes:
● The court filing was made prior to the establishment of NAM, therefore, filed by the
MoEPA when mining issues were governed therein.
● Whether the use of the special manager is successful or not, the process by which this
appointment was made, and overall decision made to appoint same is not sufficiently
clear to provide investor confidence in how issues and disputes will be resolved.

8.4 Judicial review, arbitration and mediation
8.4.1

Judicial review

Virtually any mining-related dispute, at any level, may find its ultimate recourse in the Georgian
courts. This approach burdens the judicial system and does not necessarily ensure expert
technical or commercial review that is specific to mining. Consultations revealed that the courts
generally conduct business in a closed system and frequently pass on cases to the next court
(e.g., Appellate); once filed at the Supreme Court level, the court does not have to accept the
case for review, often leaving cases unresolved for lengthy periods of time, if at all resolved.
8.4.2

Arbitration

Georgia has a legal tradition of arbitration (e.g., Law on Private Arbitration, 1997 as amended)
where, based on the existence of a prior written agreement between the parties to an arbitration,
disputes may be resolved using arbitrators of any nationality or professional qualifications.
Parties can choose foreign counsel to represent them in arbitration proceedings. Under Georgian
law, foreigners can be hired to mediate a matter. The Georgian Civil Procedure Code allows for
the use of courts in arbitration proceedings and enforcement of arbitration awards. However, it
appears that when any dispute is raised with respect to mining, parties heavily rely on and utilize
the judicial (court) system.
8.4.3

Mediation

In fact, at least with respect to mining matters, mediation and arbitration are not sufficiently
codified or taken seriously as a matter of law. For labour matters, mediation is used in which
case capacity building specific to mining labour issues is often useful. Similarly, land matters can
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be resolved outside of court, but consultations reveal concerns about conflicts of interest in
addition to technical competency. Where a panel of experts has been convened, particularly
investors note that members lack mediation experience and conflict issues arise.

8.5 Conflict mitigation and mine security
8.5.1

Conflict mitigation

Formal conflict mitigation and dispute resolution processes are not in place to address
mine-related disputes involving Government, licence holders and communities, or between
licence holders and communities, or labour and management issues. Recourse for concerned
parties is either mutually resolved or determined through the discretion of various Municipal and
Government officials or through formal court proceedings that can be lengthy and costly.
Typically seeking judicial resolution through the courts is prohibitively expensive for ordinary
citizens including workers and mine operators. For the most part, judges are not sufficiently
equipped with the technical and other mining-relevant knowledge to professionally adjudge
common mining-specific disputes. It is important, especially at the mine community level, that
more formal and trusted approaches to dispute resolution be institutionalized for peaceful
settlement of disputes that can alleviate the potential for community and other grievances to be
expressed in more disruptive and even violent ways.
9.2.2 Mine security
Threats to mine security vary; in recent years concern about how mines were being developed,
environmental impacts to mine communities and discovery of additional minerals and historic
relics have resulted in security concerns. There is not a dedicated protocol or police service
responsible for mine security leaving mine companies and operators responsible for same.
Causes of instability or conflict at mine sites include illegal mining, poor management, absence
of regular consultations, land disputes, resettlement, abusive mining practices, labour disputes
and ineffective grievance mechanisms. These have led to production stoppages, mine property
damage, and even riots resulting in injury, all of which increase the costs of operations and create
economic, social and even political instability.

8.6 Dispute resolution: role of the National Agency of Mines (NAM)
NAM is typically the first point of contact for parties seeking dispute resolution. NAM will
review, and court action may ensue; upon court appeal, an administrative claim is filed with
the legal department of the Ministry of Economy and Sustainable Development. With respect
to mine safety and health cases, NAM does not maintain reporting on same; these cases are
often treated under criminal law. As this report was being prepared, NAM was engaged in
more than 200 court cases. The primary cause of action is the violation of a licence
condition. This requires NAM management and staff to conduct close review of the licence
and related mining operation and to prepare documentation, in addition to presenting in
person, in court, the matter.
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8.7 International disputes
Georgia was a member of the United Nations Commission on International Trade Law
(UNCITRAL) Arbitration Rules between 2011 and 2015 and is on the list of contracting parties
of the Convention on Recognition and Enforcement of Foreign Arbitral Awards (“The New York
Convention”). At that time, Georgian courts had the legal authority to enforce foreign arbitration
judgments. Such international dispute resolution conventions and treaties are typically of great
interest to international investors in mining as a clear set of dispute resolution mechanisms are
agreed to guide investments avoiding direct court costs and lengthy review.

9. Capacity building
There is not a vigorous capacity building program or educational programs in place that naturally
feed into the minerals sector. The MoEPA provides training and curricula inputs for university
programs and NAM is increasingly providing in-house training. Some investors have also
entered into agreements with the technical university departments including environment,
chemistry and geology to provide training and information. However, a developed core mining
curriculum is not in place to comprehensively build Georgian student skills in technical,
financial, legal or other aspects of mining. In fact, there is a stated disinterest amongst young
people to enter the mining profession in Georgia. No regularized program for mid-level
managers, professional skills building, or government officials is in place. Investors cited the
need for strengthened Government capacity to read mine plans, technical reports, and to conduct
economic calculation in a modern way to reflect actual and dynamic mining development. In
addition to technical capacity, demand for financial modelling, tax accounting, legal, human
resources and other operational and commercial skills should also be supported.

10. International relations
10.1

International mining and other organisations

Internationally, Georgia has gained membership in and ratified various international conventions
and treaties. Relevant to extractives, examples include the Kyoto Protocol, Forced Labour
Convention, and Conventions on Oil Pollutants. Georgia holds membership in a variety of
international organisations that have some relevance to mining including most recently, the IGF,
as well as working with various donors and the International Labour Organisation (ILO).
Especially the MoESD (NAM and the Technical Inspectorate), the MoEPA and the MoHLSA
should in future consider additional memberships notably those relevant to geological surveys,
university partnerships, industry associations and mine labour trade unions.

10.2

Donors

For decades, Georgia has not benefited from the hundreds of millions of dollars expended on
minerals assistance throughout the former Soviet Union as much as its neighbouring countries
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such as Russia, Ukraine, Kazakhstan, and Tajikistan. Much of this work was around coal but
expanded to include minerals. World Bank, US Agency for International Development (USAID),
and German Assistance (the German Economic Team (GET) Georgia) have provided sector
related, intermittent assistance and have conducted studies but no sustained reform and
restructuring program has been supported.
This assignment, funded by the EBRD, provides an opening for the GoG to identify
41
opportunities for reform and to invite donor assistance where possible . The World Bank is
assessing opportunities to address mine closure and related issues in line with its ongoing
collaboration in Armenia.
The USAID G4G Business Perception Survey is underway and will provide insights into specific
mining investments. The program has consulted with various stakeholders and identified 750
local actors to be consulted on sector operations; these include tax authorities, licence holders
and various citizen groups. In addition to conducting a sector survey, the program has collected
data on 1500 international mining groups that may be interested in investing in Georgia and will
conduct focus groups and gather data over a 2-3 month period; it is expected that findings will be
presented in 2019.

Illustrative areas where donors may assist include: legislative drafting, institutional capacity building (of
inspectorate, licencing and other areas of regulatory responsibility), mine worker health and safety, revenue
management, environment protection and community development. In recent years, donors have been especially
interested in the facilitation of “resource corridors” also referred to as “development corridors” wherein minerals (as
well as oil and natural gas) investments are linked to value-added businesses (e.g., washing, beneficiation, cutting,
polishing, processing,) infrastructure and other development for domestic growth and cross-border development.
41

70

Status Report: Georgia Mining Sector Development Programme

Annex 1
Illustrative largest mine licence areas/fees
Mineral
Coal
Gold

Limestone

Manganese

Mineral Water

Tufa (type of
limestone)

Municipality
1. Ambrolauri
2. Tkibuli
3. Chokhatauri
4. Qeda
5. Bolnisi
6. Bolnisi
7. Dmanisi
8. Martvili
9. Bolnisi
10. Marneuli
11. Tetritskaro
12. Dmanisi
13. Marneuli
14. Dedoplistskaro
15. Dedoplistskaro
16. Dedoplistskaro
17. Chiatura
18. Sachkhere
19. Zestaponi
20. Bagdati
21. Oni
22. Chokhatauri
23. Borjomi
24. Borjomi
25. Oni
26. Dmanisi
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Annex 2
Fraser Institute
Forty-two data points are used to summarize economic freedom under five areas, listed below.
●

Area 1: Size of Government—As spending and taxation by government, and the size of
government-controlled enterprises increase, government decision-making is substituted
for individual choice and economic freedom is reduced.

●

Area 2: Legal System and Property Rights—Protection of persons and their rightfully
acquired property is a central element of both economic freedom and civil society.
Indeed, it is the most important function of government.

●

Area 3: Sound Money—Inflation erodes the value of rightfully earned wages and
savings. Sound money is thus essential to protect property rights. When inflation is not
only high but also volatile, it becomes difficult for individuals to plan for the future and
thus use economic freedom effectively.

●

Area 4: Freedom to Trade Internationally—Freedom to exchange—in its broadest sense,
buying, selling, making contracts, and so on—is essential to economic freedom, which is
reduced when freedom to exchange does not include businesses and individuals in other
nations.

●

Area 5: Regulation—Governments not only use a number of tools to limit the right to
exchange internationally, they may also develop onerous regulations that limit the right to
exchange, gain credit, hire or work for whom you wish, or freely operate your business.
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Annex 3
Licence fees and Regulation fees
(a) Licence Fees
Type
Oil
and
Energy
Resources:
a) Oil

Unit

Unit Rate in GEL

1 ton

21

b) Gas

1000 cubic meter

2

c) Coal

1 ton

1

d) peat

1 ton

0.7

Black Metal
a) iron

1 ton/1%
0.008

b) manganese

0.18

Ferrous Metal
a) copper

1 ton

255.31

b) lead

1 ton

37

c) zinc

1 ton

90

d) Antimony

1 ton/1%

0.09

e) Cadmium

1 ton

800000

f) Aluminum

1 ton

104

g) Nickel

1 ton

450

h) Tin

1 ton

400

1 ton

0.8

i) Strontium
others
Noble Metal
a) Gold

and

1 gram
3

b) Platinum

1.3

c) silver

0.03
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Rare Metal, Rare
Elements and Rare
Earth Elements

1 gram

1.5

Mining-Chemical
Raw Materials
a) andesite

1 cubic meter

0.6

b) Barite

1 ton

1.8

c) Calcite

1 ton

1.2

d) Bentonite Clay

1 ton

3.6

e) Mercury

1 ton/1%

0.14

f) Arsenic

1 ton

20

g) Sulfur

1 ton

2

and

1 ton

6

Non-metallic
raw
materials, including
usable
for
metallurgy:
a) Dolomite

1 ton

0.5

b) Refractory Clay

1 ton

1

c) Pepper Lime

1 ton

0.5

d) Quartz Sand for
Strip and For
Glass Production

1 ton

1.5

e) Mineral Pigments

1 ton

200

f) Talc

1 ton

1

g) Zeolite

1 ton

1

h) Kaolin

1 ton

4.0

i) Traction

1 ton

0.3

j) Pegmatite

1 ton

0.3

h) Diatomite
others

74

Status Report: Georgia Mining Sector Development Programme

k) Limestone
production
Lime

for
of

1 ton

0.15

l) Graphite

1 ton

8

m) Strip Clay

1 ton

0.3

n) Ceramic Clay

1 ton

0.2

o) Natural
Stone

1 ton

0.1

p) Formation Sand

1 cubic meter

0.3

q) Lithography
Stone and Other

1 cubic meter

2

Precious Stones
Jewelry
Semi-Precious
Stones (Aquamarine,
Amethyst,
Chrysolite, Crystal,
etc.)
Jewelry-Work piece
Stones
(Agate,
Malachite, Nephritis,
Serdyoli,
Amber,
Jet-Black, Lasurite
and others
Yasif (Jasper)

1 carat
1 kg

1
0.25

1 kg

0.15

1 gram

0.05

1 ton

0.14

b) Gypsum

1 ton

0.7

c) Plaster

1 ton

1

d) Perlite

1 ton

1.8

Chalk

Construction
Material:
a) Cement
Raw
Materials
(Limestone,
Clay,
Spongolite)
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e) Gravel, Sand

1 cubic meter

0.2

f) Brick Clay

1 cubic meter

0.35

g) Covering
and
sawing
stones
(Granite, Zenith,
Diary, Gabbro,
Teshenite,
Basalt,
Tuff,
marble)

1 cubic meter

1

h) Crushed
Material

1 cubic meter

0.4

1 cubic meter

0.7

Peloidal
mud
(medical purposes)

1 ton

1

Solid
Mineral
Abstraction
and
Production Waste
Tailings
storage
facility

1 ton

0.2

1 ton

0.18

Raw

i) Other
Construction
Material

76

Status Report: Georgia Mining Sector Development Programme

Mineral
Coal
Manganese
Copper
lead
Zinc
Gold
Silver
Diatomite
Other

(b) Regulation Fees
Unit
Unit Rate in GEL
1 ton
0.1
1 ton/1%
0.1
1 ton
127.5
1 ton
14.8
1 ton
36
1 gram
1.5
1 gram
0.02
1 ton
3
0
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