
Risks of Corruption in the “United Water Supply Company” LLC   

 

Transparency International Georgia continues to explore the degree of transparency and 

accountability in state-owned enterprises. 

 

Based on the report released in December 2016, relative to best international models, the Georgian 

legislation is deficient in terms of preventing corruption risks, nepotism and disclosing information.  

 

In particular, political interference in the activities of state-owned enterprises, lack of transparent and 

clear rules for appointment and dismissal of supervisors at the middle and top levels can be named 

among the most sensitive issues. Employment of public officials’ family members and relatives is 

another grave issue. Overall, inefficient management systems and weak internal and external anti-

corruption mechanisms pose high risks of corruption in state-owned enterprises.     

 

In this regard, the “United Water Supply Company”, operated under the Ministry of Regional 

Development and Infrastructure with 100% stock ownership by the state, is not an exception either. 

Interest towards the company is further exacerbated by the fact that it has been implicated in one of 

the most acclaimed corruption crimes, entailing appropriation of more than GEL 2 million from the 

company. 

 

Rule for appointment of directors and guarantees of their independence 

 

Lack of fair and transparent rules for the appointment and dismissal of directors in state-owned 

enterprises as well as lack of guarantees for their independence represent one of the most important 

challenges. Absence of such rules poses the risk that political pressure could be exerted on the 

management of state-owned enterprises, reflected in the appointment of persons with close ties with 

the government to managerial positions.  

Such facts were observed in the “United Water Supply Company” as well, as evidenced by the recent 

changes in the management of the company. 

 

The Ministry of Regional Development and Infrastructure is in charge of appointing and dismissing 

directors of the “United Water Supply Company”. According to the Ministry, the legislation of 

Georgia does not set out qualification requirements for the given position. However, as they allege, 

“when selecting a director, the Ministry looks at the candidate’s qualification, work experience 

including experience in managerial positions and other criteria of managerial expertise.”  

 

Regardless of the response given by the Ministry of Regional Development and Infrastructure to 

Transparency International – Georgia, the practice the Ministry employs for appointing and 

dismissing the company’s supervisors hardly relies upon the above-listed criteria.  
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Specifically, as the agency claims, in the period between 2013 and 2016, 4 directors were dismissed 

from the “United Water Supply Company of Georgia” on the following grounds – 2 cases, by personal 

statement (29.10.2014 and 29.05.2015), 1 case - unilateral termination of the contract by the Ministry 

(08.02.2016) and 1 case – expiry of the contract (23.05.2016). 

 

Giorgi Koberidze, current director of the company, has been holding the office since May 2016. 

Before that, he used to serve as the company’s deputy director, advisor to the director and Deputy 

Minister of Regional Development and Infrastructure.  It is noteworthy that according to the best 

international practice, political officials (including Deputy Ministers) may not be considered as the 

best candidates for directorship on the grounds of political independence. Rotation of officials in 

high-ranking positions between the Ministry and the company merits particular attention. Given the 

fact that the Ministry of Regional Development and Infrastructure supervises the United Water 

Supply Company, application of the “revolving door” principle may be associated with the risks of 

corruption.  

 

Before Giorgi Koberidze, Nugzar Khutsishvili served as an acting director of the United Water Supply 

Company in 2016. According to his property declaration, Khutsishvili used to be previously 

employed as a financial director at the non-profit association “ATU” and as a deputy director at 

“Burji” Ltd.  As both of these organizations  are linked with the family of the former Prime-Minister 

Bidzina Ivanishvili, certain doubts arise with respect to his appointment. 

 

Just recently, Nikoloz Kizikurashvili and Vladimer Lazarishvili were the ones to hold the post of the 

company’s director. Before being appointed to the director’s office, Nikolos Kizikurashvili used to 

serve as an advisor to the director. According to his property declaration, he runs entrepreneurial 

activities in several business entities.  

 

In terms of work experience, Vladimer Lazarishvili merits particular attention, as before being 

appointed as director of the “United Water Supply Company of Georgia, he used to head LEPL 

National Environmental Agency; before that, he used to hold various positions at MIA.  

 

Thus, the decisions adopted by the Ministry do not seem to uphold the explanation it provided to TI 

Georgia, whereby “the Ministry looks at the candidates’ qualification, work experience including 

experience in managerial positions and other criteria of managerial expertise”.   

 

Apart from protecting candidates against the political interference and ensuring their selection in a 

fair and competitive manner, it is essential to embed guarantees of their independence. However, 

after studying orders on dismissal of directors from the United Water Supply Company, it has become 
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clear that the Ministry is solely guided by the Law on Entrepreneurs 1 and the agreement concluded 

between the Ministry and the director.    

 

In order to eliminate the given shortcomings, Transparency International – Georgia recommends to 

apply the principles of the Georgian anti-corruption legislation to state-owned enterprises as well. 

This implies prevention of corruption and conflict of interest, appointment of directors through fair 

and transparent competition and establishment of clear rules for dismissal.  

 

Transparency International – Georgia also believes that high standards of transparent, open and fair 

competition need to be set by the law for selecting heads of state-owned enterprises. Clear and 

transparent criteria should be established by the law for appointment and dismissal of directors and 

board members in state-owned enterprises.  

 

 

Staff policy 

 

“Transparency International – Georgia” addressed the Ministry of Regional Development and 

Infrastructure and the United Water Supply Company to retrieve an internal staff policy; as the 

document has not been provided so far, we have grounds to believe that the policy does not exist at 

all.   

 

Meantime, the law does not obligate selection of employees through an open and transparent 

competition. 

 

Against the given background, employment of people with close ties with the government in state-

owned enterprises casts doubts on the enterprise management practices and brings along the risks of 

corruption (ex. Nepotism).  

 

There have been observed a few such cases in the United Water Supply Company. As the media 

reports: 

 

● Tsira Beselia, sister of Eka Beselia, MP and Chair of the Legal Issues Committee has been 

holding the position of a consultant in PR department of the United Water Supply Company 

since June 13, 2016.  

● Megi Bliadze, sister-in-law of the Prosecutor General Irakli Shotadze is also employed at the 

United Water Supply Company as a chief specialist in strategic planning.    
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● Teona Khmaladze, spouse of Shota Getsadze, member of the Supreme Council of Justice and 

judge of Tbilisi Court of Appeal holds the position of a chief administrative specialist at the 

United Water Supply Company.   

 

Meantime, as the Ministry of Regional Development and Infrastructure explained, according to the 

Charter of the company, establishment of labor relations with the company’s deputy directors, heads 

of the company’s structural and territorial units requires a written consent of the partner [the 

Ministry]. Thus, the Ministry of Infrastructure has certain competence and therefore, responsibility 

over the company’s human resources policy. In this regard, it is exceedingly important for the 

company to respond to media allegations regarding the fact that the Deputy Director of the “United 

Water Supply Company” Zurab Tsetskhladze is the best man of the Minister Zurab Alavidze. 

 

Administrative expenses of the company 

 

Being a partner of the company, the Ministry of Regional Development and Infrastructure is in 

charge of studying and approving its business plan, which, among other things, includes details on 

the compensation policy and administrative expenses. In particular, the Ministry approves a limit, 

within which the company is free to dispose of the funds at its own discretion.   

By recommendation of the State Audit Office, due to negative profitability of the company, cost 

optimization is an important issue. According to the audit report, over the 5 years of its existence, the 

company’s negative financial results have soared from 10 to 76 million. 

 

Compensation policy 

 

As of 2016, the United Water Supply Company employs around 2700 people. According to 2016 

business plan, annual remuneration of the entire staff makes up GEL 17.3 million. 

There are 303 people (11%) employed at the headquarters (in Tbilisi) of the company, whose primary 

mission is to supply water to the regions. Total compensation of HQ staff constitutes about GEL 6 

million (including compensation of the top management). 
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Interestingly enough, based on the given figures, Tbilisi office staff including the company’s 

management account for 35% of the total salary fund.  

 

Against the background of the company’s deteriorating financial performance from year to year, the 

report of the State Audit Office concerning shortcomings in the remuneration policy and business 

travel expenses merits particular attention.  To bring an example:  

● In July and December of 2013, the management of the company received GEL 219,650 in the 

form of the salary supplement. It constitutes 99% of their annual salary.  

● Top management accounts for 71% of the salaries and supplements disbursed in 2014, 53% - 

advisers, 50% - heads/deputy heads of departments, heads/deputy heads of services - 17 %, 

8% - managers/deputies, 13% - administration, 8% - other staff.  

 

The given example explicitly demonstrates the need for introducing a compensation policy, which 

would be in line with the best international standards and transparency principles. 

 

Tbilisi office lease 

 

The “United Water Supply Company” carries out its activities only in regions. Nevertheless, the 

company has the largest office, that is, headquarters located in Tbilisi. Lease expenses keep growing 

each year. In 2016, the company paid 991 320 GEL for Tbilisi office. It is noteworthy that in 2016, 

total lease expense for all regional offices and Tbilisi headquarters totaled 1,072,492 GEL, whereas 

Tbilisi premises accounted for 92% (991 320 GEL) of the total lease cost.  

 Distribution of the company's salary fund  

Compensation of Tbilisi office staff Compensation of the remaining staff
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The need for having the company’s head office in Tbilisi was put at question in the report of the State 

Audit Office as well. Given geographic coverage of the company, for purposes of cost optimization 

the SAO addressed the Ministry of Regional Development and Infrastructure with a recommendation 

to consider relocation of HQs from Tbilisi.  

 

                                                      Lease for Tbilisi office (GEL) 

 

 
 

 

Lease expense for 2016 

Tbilisi office lease expense



Nevertheless, the Ministry and the company did not take into consideration the given 

recommendation; the company has to pay HQs lease in 2017, which may exceed 1 million GEL over 

the year. 

Furthermore, the United Water Supply Company considers it expedient and plans to build its own 

head office in Tbilisi; the company has already spent 247,516 GEL for drawing up the required 

project documentation. However, as the media reports, due to the change of the company’s director, 

the project of the office construction will need to be revised once again, which is naturally associated 

with additional costs and time. 

 

 

Vehicles and fuel costs  

 

 

As of 2017, the United Water Supply Company has 192 cars worth of 6.5 million GEL on its balance. 

Out of these, 28 cars have a status of personalized vehicles (used by an official). The total value of 

personalized cars at the time of purchase totaled 1 149 024 GEL. According to 2017 business plan, 

GEL 1.86 million is defined as the cost for fuel consumption.   

 

In Tbilisi office, the fuel limit allocated for 21 personalized cars in 2016 was 6050 liters per month, 

while the limit for 25 duty vehicles - 5250 liters. 

 

 
 

72.6 

60 

Fuel distribution in Tbilisi office over the year 

Personalized cars Duty cars
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Consequently, we can assume that in Tbilisi office, the management of the company (21 officials) 

consumed about 72.6 tons of fuel during 2016. Less fuel is allocated for duty cars - 60 tons. 

 

 

Procurement at the United Water Supply Company  

In 2013-2015, the company signed 381 agreements with the total worth of 23 million GEL. Out of 

this, 49 agreements with contractual value of 4 million were signed in 2013, 56 agreements worth of 

7 million - in 2014 and 276 agreements worth of 12 million - in 2015. 

 

In the same years, the United Water Supply Company concluded 2769 contracts with the total worth 

of 24.5 million through simplified procedure.  

In particular, 601 agreements of 12.7 million were signed in 2013, 1927 agreements of 10.6 million - 

in 2014 and 251 agreements of 1.36 million - in 2015. 

Out of the procurement contracts concluded in 2013-2015 through simplified procedure (direct 

negotiation with one person), a few merit special attention due to their cost and conditions. 

For instance, the company concluded 3 contracts over the period, with estimated cost exceeding 1 

million GEL.  One contract was put with the Security Police Department and another – with Zimos 

Ltd. 

 

Contract between the United Water Supply Company and Zimos Ltd  

 

On 26 August 2013, by the Decree No. 1118 of the Government of Georgia, 6 893 824 GEL was 

allocated from the Fund of the Regional Projects to the Ministry of Regional Development and 

Infrastructure to increase capital of the United Water Supply Company of Georgia. 

 

The allocated funds should have been expensed for construction of water supply and sewerage system 

at the detention and imprisonment facility in Laituri village of Ozurgeti Municipality. Congruent to 

subparagraph “d” of paragraph 3, Article 101 of the Law of Georgia on State Procurement, the United 

Water Supply Company used the simplified procurement procedure to ensure unhindered 

implementation of the events of state and public importance within the restricted timeframes. 

 

Nevertheless, the company’s management failed to secure the given service in a fast and timely 

manner. It is noteworthy that the contract between Zimos and the United Water Supply Company 

has undergone a number of amendments due to failure to fulfil the project within the defined 

timeframe. In particular, the date of the project completion has been changed. Instead of 31 April 

2014, 30 April 2017 was defined as the latest date for completion of rehabilitation works. Given the 

change of the project timeline and delay of the process, it is not clear why the company did not use 

the tender to save the budget resources and why it resorted to the clause “unhindered 
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implementation of the events of state and public importance within the restricted timeframes” if it 

was possible to postpone the original project completion date by three years. 

According to the information posted on the website of the State Procurement Agency, the United 

Water Supply Company has paid 4 321 861.83 so far; although, the Laituri water supply project is not 

yet completed. 

 

Other contracts of the United Water Supply System  

 

The Audit Office has also commented on the simplified procurement practice of the company. Two 

agreements concluded through the simplified procedure deserve particular attention. 

According to the report of the State Audit Office, in 2013-2014, the company purchased 

admeasurement service from LEPL “Georgian Chamber of Commerce and Industry” for 375,063 GEL. 

The purpose was to track old networks of the company and register them in the public registry; 

although registration has not taken place so far. Moreover, after verification of the completed work, it 

was discovered that there was a significant difference between terrestrial and underground 

coordinates. 

 

It is also worthwhile to look at a simplified procurement, which was made in the same period and 

entailed delivery of construction works by “GM HIDRO” ltd for production of artificial snow in 

Bakuriani. 90% of the work performed by the contractor has been paid for. However, Samkharauli 

Forensics Bureau was unable to verify whether the payments complied with the actual expenses, as 

the supplier could not submit the relevant reports on the work performed. 

 

Conclusion  

 

Study of activities at the “United Water Supply Company” has once again revealed the corruption 

risks in state-owned enterprises and re-affirmed the need for effective measures to combat existing 

problems. 

 

Transparency International - Georgia believes that for eliminating the existing risks, it is essential to 

strengthen the anti-corruption mechanisms – high standards of transparency, accountability and 

good faith need to be established in state-owned enterprises and relevant legislative regulations need 

to be introduced; the principles of Georgian anti-corruption legislation should fully apply to state –

owned enterprises as well. A high standard of transparent, open and fair competition must be set by 

law for selection of supervisors and recruitment of employees in state-owned enterprises.  It is also 

vital to eliminate practice of political interference in the enterprises’ activities. 

 

For further details on the recommendations of TI Georgia, please refer to the following report.  
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