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AZERBAIJANI FINANCE MINISTRY: RATE OF NATIONAL CURRENCY REMAINS STABLE
The growth of Azerbaijani economy has continued in 2009. GDP real growth for crisis year turned out to be very high 9.3 percent, the finance minister Samir Sharifov said in a meeting of the Cabinet of Ministers dedicated to the socio-economic development in 2009, which was presided over by Azerbaijani President Ilham Aliyev.


"The GDP per capita increased by 7.9 percent to 3.917 manat or $4.874, and average salary increased by 6.8 percent to 298 manat, despite the global financial crisis," Sharifov said.

  
According to Sharifov, the national currency rate remained stable and inflation ratio hit 1.5 percent.

In 2009, the public allocated 2.903 billion manat out of the budget for financing social actions, including 2.763 billion manat out of its current expenses which is higher by 19.5 percent or 450

million manat than the index in 2008.

   
In 2009 expenses for financing social protection and social security increased by 24.6 percent including education by 17.2 percent, health by 16.2 percent, culture, art, information, physical education by 12.9 percent as compared to 2008.

Expenses for agrarian sector and environment protection increased by 38.5 percent, housing and communal property by 24.9 percent, national services by 14.7 percent, the maintenance of the prosecutors, security, law enforcement, judicial authorities by 21.5 percent.


According to Sharifov, the public budget allocated 70 million manat to strengthen Azerbaijani investment companies. In 2009, the National Fund for Entrepreneurship Development allocated privileged loans to 2,100 business facilities worth 130 million manat which is higher 1.5 times the same index in 2008.

 
The public budget allocated loans worth 70 million manat for the national fund. The state budget financed the non-oil sector due to the privileged loans 94 large, including 52 projects for production, processing and infrastructure and 99.2 percent was allocated for the country's regions.
TAX REVENUES FROM AZERBAIJAN’S NON-OIL SECTOR INCREASED BY 3.1 PERCENT IN 2009
Azerbaijani Tax Ministry has announced revenue of 4.114 billion manats in 2009, the ministry's official newspaper said.
Tax revenues to the public budget from the non-oil sector were 2.327 billion manats in 2009 compared to 2.2567 billion in 2008. The amount has increased with 70.2 million manats or with 3.1 percent compared to 2008.


"Growth observed in the non-oil sector had an influence on the structure of tax revenues. The growth of tax revenues was reached through activities to promote development of the non-oil sector and by increasing the private sector's role," the statement said.


Deducting tax payments done by the State Oil Company of Azerbaijan, tax payments to the state budget done by subcontractors, the public sector and private enterprises were 1.2342 billion manats, which is 0.2 percent or 2.8 million manats more than in 2008.


About 28.3 percent of total tax revenues from the non-oil sector in 2009 came from the industrial sector; 9.7 percent from communications, 13.9 percent from construction, 4.2 percent from transport, 0.5 percent from agriculture, 26.2 percent from trade and services, 5.4 percent from banking and insurance and 11.8 percent from other areas.
MOODY'S ASSIGNS Ba1 RATINGS TO AZERBAIJAN'S NATIONAL OIL COMPANY
On Feb. 17, Moody's Investors Service (Moody's) assigned Ba1 corporate family (CFR) and Probability of Default (PDR) ratings to the State Oil Company of the Azerbaijan Republic (SOCAR).


The outlook on the ratings is stable, Moody's reported.


A one-notch downgrade of Azerbaijan's sovereign rating from the current rating of Ba1 would result in one notch downgrade of SOCAR's corporate family rating, assuming unchanged support and dependence factors.


A Baseline Credit Assessment (BCA) -- This measures the company’s fundamental credit strength excluding any government support -- of 13 (expressed on a scale of 1 to 21, in which a BCA of 13 corresponds to a Ba3 rating)


To maintain the stable outlook Moody's expects SOCAR to continue to maintain solid financial ratios and credit metrics, with a retained cash flow-to-net debt ratio exceeding 30% and debt/total capitalisation below 30% on an adjusted basis, as well as healthy liquidity profile.


The State Oil Company of the Azerbaijan Republic is the national energy company of Azerbaijan, 100% owned by the government of Azerbaijan. SOCAR is the backbone of Azerbaijan's national economy. It has a monopoly position in the supply of oil and gas products to the domestic market and is an official representative of the State in all oil and gas projects in the territory of Azerbaijan.


The company participates in all international consortia developing new oil and gas projects in Azerbaijan. The largest of these are the BP-operated Azeri Chirag Gunesli (ACG) oil project and the Shah Deniz gas project.


In 2009, SOCAR's oil and gas production have extracted 7.3 million tons of oil and 6.8 billion cubic meters of gas from fields developed by the company. SOCAR's employees exceed 62,000 people.

The international rating agency Fitch Ratings has assigned SOCAR with long-term default rating "BB +" and short-term default rating "B" for the first time in October 2009. The forecast on long-term default rating is "Stable".

HEAD OF EBRD BAKU OFFICE: AZERBAIJAN'S ECONOMY DEMONSTRATES STABILITY
In 2009, the European Bank for Reconstruction and Development (EBRD) has invested over $230 million in the Azerbaijani economy.

In 2010, EBRD will continue to actively support the country's non-oil sector. EBRD President Thomas Mirow is expected to pay his first visit to Baku in March.
 
He is expected to discuss prospects for further cooperation with Azerbaijan with the government.
 
EBRD Baku Office Head Francis Delaey spoke more detailed about the above issues in his interview with Trend Capital.

Q: How does EBRD estimate the results of its activity in Azerbaijan in 2009? What is the role of these projects for the economy of the country and how effective they were?

A: To-date EBRD has financed 103 projects for an aggregate amount of $1.4 billion (not including regional projects and trade facilitation projects). In 2009 EBRD invested a total of $232 million in 9 projects one of which is particularly noteworthy. Last September we provided a ?120 million loan to Garadagh Cement. The loan - our largest loan in the non-oil sector of Azerbaijan to-date - will implement state-of-the-art dry process cement production technology, significantly reducing energy consumption and CO2 emission. The other projects in 2009 were in the financial sector. 

On top of that we also worked closely with Azerenerji (the state-owned power utility) to generate carbon credits under the Clean Development Mechanism (CDM) established by the Kyoto Protocol. In July 2009 Azerenerji signed an Emission Reduction Purchase Agreement (ERPA) to sell carbon credits generated by the rehabilitation of the Azdres Thermal Power Plant financed by EBRD. The project is expected to reduce CO2 emissions by three million ton annually. This is a landmark deal which involved the development of a new CDM methodology for power plant rehabilitation projects. The methodology, which was developed with EBRD's assistance, is now applied worldwide.

It's known that in 2009 EBRD has financed it's the largest project in non oil sector (Garadagh Cement). Should we expect the further large investment in non oil sector of the country?    - Has the EBRD decided on the financing of the projects in Azerbaijan in 2010? Which spheres do they cover? [This question has been consolidated with the next one].

EBRD will continue to support the development of Azerbaijan's non-oil economy. Our current pipeline for 2010 consists of ten projects for approximately US$ 160 million. In the first quarter of 2010, EBRD aims to sign a US$120 million loan agreement with AzMeCo to build a methanol production plant. This project will help diversify the utilization of the country's gas reserves and add value to this key natural asset. In addition we are considering a number of investments in the telecom, agribusiness and retail sectors.

As far as we know currently the bank develops the new strategy for Azerbaijan. Which areas are the most priority today and which ones will be included in this strategy? When will the planning of the strategy be completed and what will be the terms? 

EBRD reviews its country strategies every three years in a complex process which includes consultations with the government, the business community and civil society. The new strategy for Azerbaijan will be submitted for approval to EBRD's board of directors in September 2010 and will cover the period until September 2013. We will continue to support the economic development of the country through diversification and modernization.

The visit of EBRD president Thomas Mirow to Azerbaijan is expected in March. What is the main purpose of his visit? Is it expected the signing of the credit contracts within this visit?

President Thomas Mirow will visit Azerbaijan March 16, 2010. He will have meetings with President Ilham Aliyev and various ministers to discuss EBRD's activities in Azerbaijan and explore further areas of cooperation. This will be his first visit to Azerbaijan and the Caucasus as EBRD's president. It will underline our strong commitment to the region where we have significantly boosted our investments and activities in recent years. The visit will also be a signal that EBRD is standing by the countries of the region in these challenging times.

How do you estimate the economic situation in Azerbaijan? How stable was it during the world crisis? Which reforms implemented by the government of Azerbaijan will be rational in post crisis period?

Azerbaijan's economy displayed remarkable resilience in 2009 with GDP growth reaching 9.3%. Azerbaijan has been less affected than others by the global financial crisis in part because it is not as integrated in the world economy. The government also mitigated the impact of the global financial crisis by offering support to banks and maintaining its commitment to infrastructure projects. Nevertheless the sharp drop in oil revenues in 2009 underscores Azerbaijan's vulnerability to energy shocks and the risks inherent to the dependency on commodity exports. To achieve long-term sustainable growth Azerbaijan therefore needs to continue its efforts to develop its non-oil economy by promoting, among others, access to finance for entrepreneurs, rule of law and cross-border trade.

FUEL AND ENERGY
AZERBAIJAN'S OIL PRODUCTION TO REACH 60 MLN TONS BY 2015 

By 2015, Azerbaijan's oil production will reach 60 million tons per year, and gas - 35-40 billion cubic meters, State Oil Company of Azerbaijan (SOCAR) President Rovnag Abdullayev said at an international scientific conference entitled "New technologies in oil and gas production".


In 2009, Azerbaijan produced 50.4 million tons of oil or six million tons more than in 2008, he said.


In 2009, the volume of gas production totaled 23.7 billion cubic meters or 286 million cubic meters more than in 2008.


According to the program of development of oil fields "Azeri-Chirag-Guneshli", operations on the project enter a new phase, Abdullayev said.

 
Currently, preparations to implement Chirag oil project aimed to increase oil production on the field, is underway.

ENERGY MINISTER: AZERBAIJAN IS BECOMING INCREASINGLY IMPORTANT IN ENSURING EUROPEAN ENERGY SECURITY
Azerbaijan is becoming increasingly important in ensuring European energy security, Azerbaijan's Industry and Energy Minister Natig Aliyev said at a meeting with Romanian Deputy Economy, Trade and Business Environment Minister and State Secretary for Energy Affairs Tudor Serban today.


In 2010, Azerbaijan will produce 52.5 million tons of oil and 28.1 billion cubic meters of gas, the minister said.


At present, the Baku-Tbilisi-Ceyhan pipeline pumps about 900,000 barrels of oil per day, the minister added.


During the energy conference held in Georgia on  Jan. 13, Romania suggested signing a tripartite memorandum of cooperation on  development of gas transportation via Azerbaijan-Georgia-Romania route.

 
The Romanian government believes that this project is of great importance not only for Romania but also for gas supply of the EU.

 
Romania has several alternative proposals to help finance this EU-backed project.

ENERGY MINISTRY: TURKEY TO PAY AZERBAIJAN ENTIRE VARIATION IN PRICE FOR GAS FROM SHAH DENIZ
Turkey is ready to pay the entire cost of Azerbaijani gas after reaching the agreement between the parties on the issue, official representative of Turkey's Ministry of Energy and Natural Resources Mehmet Akif told Trend Capital.


"The parties have a definite agreement on the price of gas within the first stage of developing Shakh Deniz field. But the agreement on the second stage and transit has not been reached yet. All these issues are considered in the package. But, after reaching the agreement, the price difference will be fully paid, the representative of Turkey's Ministry of Energy said.


According to him, the price of gas within the first stage of development of Shah Deniz has not been announced because this question is the subject of commercial negotiations. Earlier, Turkish media spread information with reference to Turkish Energy Minister Taner Yildiz that the parties agreed on the value of Azerbaijani gas from Shah Deniz-1 to the amount of $300 per 1,000 cubic meters.

Today, Azerbaijani gas is supplied to Turkey at a price of $120 per 1,000 cubic meters. However, the cost of gas for consumers on the domestic market of Turkey is more than $300 per 1000 cubic meters (data from the official website of the Turkish company Botas).


SOCAR representatives, participants of the negotiations on the gas, the gas issue between Azerbaijan and Turkey is discussed in the package. It includes information about the cost of gas within the first stage of Shakh Deniz field, the cost of gas for Turkey from the second stage of the project (start of production after 2016) and the agreement on transit of Azerbaijani gas via Turkey to Europe.


At present, topic of discussions between the parties is the price of gas within the second phase of Shah Deniz and the transit of Azerbaijani gas via Turkey.


The agreement between Azerbaijan and Turkey on the transit will allow the Azerbaijani side to export its gas to Europe.


Under the current contract, Turkey must receive 6.6 billion cubic meters of gas from Shah Deniz in the first stage of the field's development.


Shah Deniz reserves are estimated at 1.2 trillion cubic meters.


The contract to develop the offshore Shah Deniz field was signed on June 4, 1996. Participants to the agreement are: BP (operator) - 25.5 percent, Statoil Hydro - 25.5 percent, NICO - 10 percent, Total - 10 percent, LukAgip - 10 percent, TPAO - 9 percent, SOCAR-10 percent.

AZERBAIJAN STATE OIL COMPANY LAYS GAS LINE TO GEORGIAN REGION

The SOCAR, Azerbaijan's state-run oil firm, has built a gas pipeline to the Lanchkhuti region of Georgia.
The inauguration ceremony was attended by Georgia's Deputy Energy Minister Soso Varsemashvili, Director of the Socar Georgia Gas Anar Mammadov and Governor of Guria region Valeri Chitaishvili.


“SOCAR makes every effort to expand its presence in the Georgia`s energy market,” said Mammadov.

Deputy Minister Varsemashvili thanked Azerbaijani government for the assistance in supplying Georgia with gas.

AZERBAIAJANI STATE OIL FUND DIRECTOR MEETS US CONGRESS OFFICIALS
Shahmar Movsumov, Executive Director of the State Oil Fund of the Republic of Azerbaijan (SOFAZ), received representatives of the US Congress on Feb. 16.
Movsumov briefed the guests on the Fund’s activity, management of its assets, Sovereign Wealth Funds, major projects financed by the Fund.

He talked about SOFAZ’s leading role in implementation of the Extractive Industries Transparency Initiative (EITI).

Executive Director gave detailed answers to the questions covering SOFAZ’s activity.
AZERBAIJANI OIL PRODUCTS TO BE SOLD IN UKRANIAN MARKET
By the end of March SOCAR (State Oil Company of Azerbaijan) will start to sell oil products in gas stations with SOCAR brand in Ukraine, SOCAR President said Rovnag Abdullayev said.
According to him, SOCAR has purchased about 20 gas stations in Ukraine and world are underway to rebrand them.

 
The company has also purchased a terminal of oil products in Odessa, Abdullayev noted.


The gas stations will operate under SOCAR brand.
SOCAR CONSIDERS SEVERAL ENVIRONMENTAL RESEARCH PROJECTS
A number of research institutes and centers of Azerbaijan presented projects to clean up oil polluted land to the State Oil Company of Azerbaijan Republic (SOCAR) on Feb. 18.
SOCAR's Ecology Vice-President Mukhtar Babayev said, the country declared 2010 the year of ecology. In 2010, the company will continue to implement projects to clean up land, water and air.

 
Several research institutes and centers submitted proposals and projects to clean up oil-polluted land, and therefore it was decided to hold their presentations.

Pilot plant for cleaning oil-polluted land has been presented by Research Institute of Geo-technological Problems of Oil, Gas And Chemistry (capacity - 100 kg / hr), the Scientific Research Institute of the Azerbaijani Water Problems (15 tons / hour), Special Design Bureau of pilot production of complex processing of mineral raw materials ANAS (600 tons / day), Ltd. EKO Recoveri AZ (10-15 tons / hour).


The Azerbaijan State Oil Academy and the Science and Technology Center "LAZER" also presented their proposals and technology to clean up oil polluted areas.

  
"Conducting much work in 2010 is related not only to the fact that it is the Year of Ecology in the country. It will also be fundamental work, and will be more enhanced in the next few years," he said.

Babayev said that the company spent about 50 million manats in 2009. In particular, the considerable part of the funds was spent to purchase and to install new equipments.


In connection with the Year of Ecology the company plans to spent funds no less than last year's amount for ecological projects.
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