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1.1 Summary of Findings

This section presents a summary of the findings of this audit report; the findings are presented in detail in
section 2.

This audit report concludes that all of the key actions due to be completed at the present time (December
2014) have been completed satisfactorily by AGL. This includes the actions on preparation of the Detailed
LRP, preparation of an internal monitoring report for November 2014 and updating the data spreadsheets
to ensure that AHs are listed correctly according to whether they lost more or less than 10% of their
productive land. Regarding the payment of outstanding compensation, AGL has paid all of the
underpayments due, with the exception of 37 payments of less than 50 GEL (the greatest of these was 37
GEL and the second highest was 17 GEL). In case the persons concerned express an interest in receiving
the outstanding compensation AGL has set the money aside and will pay any genuine outstanding amount
requested, however small. We have concluded that for the purposes of the CAP, the compensation action
on AGL should be closed.

There are a small number of ongoing actions, or actions that were not due at the present time, which are
presented in a updated CAP in section 3 and summarised as follows:

Implementation of the Detailed LRP

Monthly internal monitoring reports on resettlement to be submitted to ADB

Organisation of AHs into correct categorisation on data spreadsheets

Preparation of an Addendum LALRP when new land needs to be acquired

Updating the spreadsheets (or creation of new spreadsheets) when new land is acquired

Preparation of a Completion Audit when all land has been acquired

1.2 Background and Scope

Adjaristsqali Georgia LLC (AGL), a subsidiary of Clean Energy Invest AS," is the Project Developer of the
Adjaristsgali Hydropower Cascade Project (‘the project’) which is made up of three hydropower schemes,
namely Shuakhevi, Koromkheti and Khertvisi in Georgia. In the early stages of project development, AGL
prepared a Land Acquisition and Livelihood Restoration Framework (LALRF) to guide the preparation of
Resettlement Action Plans (RAP) and Livelihood Restoration Plans (LRP) for each of the three schemes
and to meet the requirements of the 2012 International Finance Corporation (IFC) Performance Standard 5
(PS5): Land Acquisition and Involuntary Resettlement; and, the 2008 European Bank of Reconstruction
and Development (EBRD) Performance Requirement 5 (PR5): Land Acquisition, Involuntary Resettlement
and Economic Displacement. Prior to this a feasibility study, including an environmental and social impact
assessment, was completed for the Adjaristsqali Hydropower Cascade Project.

Using the LALRF, a Land Acquisition and Livelihood Restoration Plan (LALRP) was prepared for the
Shuakhevi Scheme. The LALRP, which complies with Georgian land law and other relevant legislation as
well as with IFC PS5 and EBRD PRS5, was disclosed on the AGL website in September 2013.
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Implementation of land acquisition and livelihood restoration for the Shuakhevi Scheme commenced in
2013 with the payment of compensation to affected households (AHs) and implementation of livelihood
restoration measures via the AGL training centre. In January 2014, the LALRP for Shuakhevi dated
September 2013 and already endorsed by IFC and EBRD, was submitted to Asian Development Bank
(ADB) for review and comments. Following ADB’s review, several revisions were made to address ADB’s
SPS, Safeguard Requirement 2: Involuntary Resettlement. The latest version of the LALRP is dated 04
April 2014.

A detailed external review of LALRP implementation was required by ADB prior to Board approval. AGL
commissioned Mott MacDonald to undertake the external audit and a final version of the report was
submitted to ADB on 10 May 2014. The purpose of the external audit was to determine whether AGL’s
actions were in line with the LALRP, to identify outstanding compliance issues and actions to address
these. Where non-compliances were identified, actions to address these and associated timeframes were
presented in a Corrective Action Plan (CAP). Under the CAP, AGL was required to complete all actions
prior to the first disbursement of funds. As well, an external monitor was required to review, sign off and
advise ADB of the status of the implementation of the CAP prior to the disbursement taking place. The
‘LALRP CAP Implementation Audit’ report (Revision B, dated 5 September 2014) presents the findings of
the first external monitoring audit of the implementation of the CAP. The LALRP CAP Implementation Audit
identified six areas for improvement in an ‘Updated CAP’ and the present report reviews progress against
those six areas. The Updated CAP is presented in full in Appendix A.

1.3 Structure of Report

This implementation audit report focusses exclusively on the implementation of the Updated CAP. For an
overview of the applicable national and international standards for land acquisition, LALRP and project
description please refer to the external audit report of 10 May 2014. The audit findings for each Updated
CAP topic are covered in Section 2. Conclusions and follow up actions are summarised in Section 3.

2 314320/TRD/EFR/3/A 16 December 2014
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2 Updated CAP Audit Findings

2.1 Overview

Mott MacDonald has reviewed the Updated CAP presented in the LALRP CAP Implementation Audit for
completion and the implementation status of each of the actions is presented in the subsections below.

2.2 Action 1 — Compensation

In the LALRP CAP Implementation Audit, the action relating to compensating for underpayments was
given high priority. Table 2.1 below outlines the activities undertaken and evidence produced by AGL to
close-out the corrective action related to compensation. AGL has not taken forward contracts for land and
trees in Patchka and Kvatia as the Company no longer needs land there due to design changes. As a
result the total number of underpayments is 17 fewer than was reported in the CAP Implementation Audit
report.

Table 2.1:  Compensation action

Action
# Action KPI Measures undertaken by AGL to meet requirement/Comment closed

1 Pay outstanding Payment AGL sent bank transcripts to show that underpayments have been paid Yes
amounts as transcripts to affected households as follows:
identified on both « Short spreadsheet - All of the underpayments of 50 GEL and over on
short and long the short spreadsheet (listing those losing more than 10% of
spreadsheets productive land and the ‘newly affected households as of May 2014’)
(described in have been paid. There are six payments under 50 GEL, the maximum

Section 3 of is 9.5 GEL and the average is 5.53 GEL. We consider the
LALRP CAP' underpayments on the short spreadsheet closed.
Implementation )

Audit) » Long spreadsheet — on the long spreadsheet (which covers land

losses of less than 10% of productive land) all underpayments of 50
GEL and higher have been paid, with the following three exceptions:

— One of the AH heads? was paid compensation but subsequently
passed away. The bank initially held up the payment but later
allowed it to go through and in the meantime, AGL paid his son the
money as well. As a result, the AH was paid the money twice (both
bank transcripts have been reviewed by Mott MacDonald). The AH
is in the process of returning the overpayment and AGL has
deducted the amount it owed the AH (1,030 GEL) from the amount
owed to the Company.

— One of the AHs® was paid twice by mistake for the same land (both
bank transcripts have been reviewed by Mott MacDonald). They are
in the process of returning the overpaid money to AGL and AGL
has deducted the amount they underpaid on the original amount
(5,000 GEL).

— There is an apparent underpayment of 7,000 GEL due to one AH*.
This contract has not yet been signed. The contract signing and
payment are expected by the end of December 2014.

2 |dentity number ending **4687
® |dentity number ending **1652
* |dentity number ending **4030
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Action
# Action KPI Measures undertaken by AGL to meet requirement/Comment closed

On the long spreadsheet there are 31 payments of under 50 GEL which
have not been paid. The maximum is 37 GEL and the second highest is
17 GEL. The average is 7.31 GEL. We consider the underpayments on
the long spreadsheet closed.

In case the persons concerned express an interest in receiving the
outstanding compensation AGL has set the money aside and will pay
any genuine outstanding amount requested, however small.

2.3 Action 2 — Detailed Livelihood Restoration Plan

In the LALRP CAP Implementation Audit, the action relating to preparation of a Detailed Livelihood
Restoration Plan (LRP) was given high priority. Table 2.2 below outlines the activities undertaken and
evidence produced by AGL to close-out the corrective action related to the Detailed LRP.

Table 2.2:  Detailed LRP action

Measures undertaken by AGL to meet Action

Action requirement/Comment closed

2  Prepare and implement Detailed A Detailed LRP has been prepared and approved by both AGL
Detailed LRP as per LRP and ADB.
Action 5 of CAP. Internal

The Detailed LRP should  Monitoring
put in place mechanisms  Reports on
for managing any return progress
of land use rights during

operations.

2.4 Action 3 —Internal Monitoring

In the LALRP CAP Implementation Audit, the action relating to preparation of a monthly internal monitoring
report was given high priority. Table 2.3 below outlines the activities undertaken and evidence produced by
AGL to close-out the corrective action related to the internal monitoring report.

Table 2.3:  Internal monitoring action

Measures undertaken by Action
AGL to meet closed
Action requirement/Comment
3 Monthly internal monitoring reports to be produced, Monthly  An internal monitoring report
commencing in October 2014. Issues to be covered include  reports  for November 2014 has been
but should not be limited to: sub- prepared by ADL covering all

» Implementation of livelihood restoration measures mitted of the topics identified in the
P to ADB  Updated CAP. A copy of the

» Employment for severely affected households identified report is in Appendix B.
by AGL as due to be offered work in inaccessible/

unproductive land review (names can be supplied by Mott Monthly reports using the

same format and reporting on

MacDonald) - .
the same or similar topic areas
» Return of land to those severely affected households should be forwarded to ADB
identified by AGL as part of inaccessible/unproductive for their review and kept on file
4 314320/TRD/EFR/3/A 16 December 2014
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Measures undertaken by Action
AGL to meet closed

requirement/Comment

land review (names can be supplied by Mott MacDonald, by AGL for future audits, such
details not expected until operations phase) as the Completion Audit (see

« Number of APs employed on the Project section 2.7.

« Types of grievances raised in the previous month, total
number raised for month and construction phase and
number outstanding

o Communications log for the month
e Training carried out during the month

2.5 Action 4 — Data Management

In the LALRP CAP Implementation Audit, the actions relating to data management were given high priority.
Table 2.4 below outlines the activities undertaken and evidence produced by AGL to close-out the
corrective actions related to data management.

Table 2.4:  Data management action

Measures undertaken by AGL to Action

# Action KPI meet requirement/Comment closed
4a  Ensure that the excel database of information is  Database No new land has been acquired since = Not due

kept up to date with all AHs and plots affected, updates as the last audit, therefore this action is

contract numbers, amount of compensation more land is not due at present and will carry

paid, date of payment, payment transcript acquired forward into the future actions

numbers, whether severely affected or described in section 3.

significantly affected (losing 50% or 10% or

more of land), whether plot is needed

temporarily or permanently (when this

information becomes available in operations).
4b  AGL to ensure that each AH is listed correctly Organisation This work is underway as of 19 Work on-

on the ‘short’ or the ‘long’ spreadsheet of AHs into December 2014. going

according to whether they lost more or less correct

than 10% of their land. AGL to integrate the 25 categorisation
‘newly affected’ into one or other of the main

lists

2.6 Action 5 — Addendum LALRP

In the LALRP CAP Implementation Audit, the action relating to preparation of an Addendum LALRP was
given low priority and is not due until May 2015. Therefore this action will carry forward into the future
actions described in section 3.

2.7 Action 6 —Completion Audit

In the LALRP CAP Implementation Audit, the action relating to preparation of a Completion Audit was
given low priority and the due date is not known at present as there is some uncertainty regarding when

5 314320/TRD/EFR/3/A 16 December 2014
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the last remaining plots of land will be purchased. Therefore this action will carry forward into the future
actions described in section 3.
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This audit report concludes that all of the key actions due to be completed at the present time (December
2014) have been completed satisfactorily by AGL. This includes the actions on preparation of the Detailed
LRP, preparation of an internal monitoring report for November 2014 and updating the data spreadsheets
to ensure that AHs are listed correctly according to whether they lost more or less than 10% of their
productive land. Regarding the payment of outstanding compensation, AGL has paid all of the
underpayments due, with the exception of 37 payments of less than 50 GEL (the greatest of these was 37
GEL and the second highest was 17 GEL). In case the persons concerned express an interest in receiving
the outstanding compensation AGL has set the money aside and will pay any genuine outstanding amount
requested, however small. We have concluded that for the purposes of the CAP, the compensation action

on AGL should be closed.

There are a small number of ongoing actions, or actions that were not due at the present time, which are

as follows and summarised in :
Implementation of the Detailed LRP
Monthly internal monitoring reports on resettlement to be submitted to ADB
Organisation of AHs into correct categorisation on data spreadsheets
Preparation of an Addendum LALRP when new land needs to be acquired

Updating the spreadsheets (or creation of new spreadsheets) when new land is acquired

Preparation of a Completion Audit when all land has been acquired

Table 3.1:  Updated CAP (December 2014)
1 Detailed Medium  Implement Detailed LRP. Internal On-going
LRP Include discussion of implementation in monthly Monitoring
monitoring reports (see row 2 of this table). Reports
2 Internal Medium = Monthly internal monitoring reports on resettlement Monthly reports On-going
Monitoring activities to be produced. submitted to ADB
3a Data Medium  Ensure that the excel database of information is kept ~ Database On each
manage- up to date with all AHs and plots affected, contract updates as more  occasion that
ment numbers, amount of compensation paid, date of land is acquired land is
payment, payment transcript numbers, whether acquired
severely affected or significantly affected (losing 50%
or 10% or more of land), whether plot is needed
temporarily or permanently (when this information
becomes available in operations).
4b Data Medium  AGL to ensure that each AH is listed correctly on the  Organisation of Organisation
manage- ‘short’ or the ‘long’ spreadsheet according to whether ~ AHs into correct of AHs into
ment they lost more or less than 10% of their land. AGLto  categorisation correct list by
integrate the 25 ‘newly affected’ into one or other of January 2015
the main lists
5 Addendum Low Once the land required for the Didachara access Addendum Expected
LALRP road and the 35kV Skhalta Transmission Line has LALRP May 2015
been identified and measured, AGL to commission
an Addendum to the LALRP to cover the additional
impacts
6 Completion  Low Following the purchase of land and implementation of Completion Audit  Unknown at
Audit mitigation measures for the last remaining AHs for present
Shuakhevi, AGL to commission a Completion Audit
7 314320/TRD/EFR/3/A 16 December 2014
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Appendix A. Updated CAP — September

Table A.1:

Updated CAP (September 2014)

2014

Action Timeframe
1 Compen- Pay outstanding amounts as identified on both short and ~ Payment Complete by
sation long spreadsheets (described in Section 3 of LALRP transcripts end October
CAP Implementation Audit) 2014
2 Detailed Prepare and implement Detailed LRP as per Action 5 of Detailed LRP Detailed LRP
Livelihood original CAP. Internal by end
Restoration The Detailed LRP should put in place mechanisms for Monitoring October 2014
Plan (LRP) managing any return of land use rights during operations  Reports on Monitoring
progress reports
3 Internal Monthly internal monitoring reports to be produced, Monthly reports From October
Monitoring commencing in October 2014. Issues to be covered submitted to ADB 2014
include but should not be limited to:
« Implementation of livelihood restoration measures
o Employment for severely affected households
identified by AGL as due to be offered work in
inaccessible/ unproductive land review (hames can be
supplied by Mott MacDonald)
» Return of land to those severely affected households
identified by AGL as part of inaccessible/unproductive
land review (names can be supplied by Mott
MacDonald, details not expected until operations
phase)
» Number of APs employed on the Project
» Types of grievances raised in the previous month, total
number raised for month and construction phase and
number outstanding
o Communications log for the month
» Training carried out during the month
4a Data Ensure that the excel database of information is kept up Database On each
manage- to date with all AHs and plots affected, contract numbers, updates as more  occasion that
ment amount of compensation paid, date of payment, payment  land is acquired land is
transcript numbers, whether severely affected or acquired
significantly affected (losing 50% or 10% or more of
land), whether plot is needed temporarily or permanently
(when this information becomes available in operations).
4b Data AGL to ensure that each AH is listed correctly on the Organisation of Organisation
manage- ‘short’ or the ‘long’ spreadsheet according to whether AHs into correct of AHs into
ment they lost more or less than 10% of their land. AGL to categorisation correct list by
integrate the 25 ‘newly affected’ into one or other of the November
main lists 2014
5 Addendum Low Once the land required for the Didachara access road Addendum Expected
LALRP and the 35kV Skhalta Transmission Line has been LALRP May 2015
identified and measured, AGL to commission an
Addendum to the LALRP to cover the additional impacts
6 Completion  Low  Following the purchase of land and implementation of Completion Audit  Unknown at
Audit mitigation measures for the last remaining AHs for present
Shuakhevi, AGL to commission a Completion Audit
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Appendix B. AGL’s Internal Monitoring
Report for November 2014
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