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Weight of oil in our economyWeight of oil in our economy

20042004 20092009

Oil productionOil production, , ������ ..������ 1515 6565

Natural gas Natural gas 

productionproduction, , blnbln. . �� 33 66 1414

% in GNP             % in GNP             40 %40 % 75 %75 %
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AZERIAZERI --CHIRAGCHIRAG --GUNESHLI:GUNESHLI:
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““ The resourceThe resourcecursecurse””

•• Most countries with abundant oil resources Most countries with abundant oil resources 
have failed to translate oilhave failed to translate oil--derived incomes derived incomes 
into better lives for their citizens. into better lives for their citizens. 

•• Will Azerbaijan be one of them?Will Azerbaijan be one of them?
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RISK FACTORS:

� lack of government experience in managing major revenue;
� under - developed corruption prevention mechanisms;
� low level of transparency in the work of the government; 
� insuffucient transparency in the work of the oil companies;
� poor potential of civil society to monitor revenue and 

expenses;
� weakness of the independent mass media;
� under – developed democratic traditions;
� conflict of interest between SOCAR and PSA;
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TYPES OF REVENUETYPES OF REVENUE

�� Profit oilProfit oil ((SOFARSOFAR););

�� Associated Natural GasAssociated Natural Gas((SOCARSOCAR););

�� BonusesBonuses((SOFARSOFAR););

�� Acreage Fees Acreage Fees ((SOFARSOFAR););

�� TaxesTaxes((State budgetState budget););

�� RentedRented-- out Facilitiesout Facilities((SOFARSOFARand other state   and other state   
EnterprisesEnterprises););

�� SoSo�� ialial TaxesTaxes((State Social FundState Social Fund););

�� Salary Taxes Salary Taxes ((State BudgetState Budget););

�� Transit TariffsTransit Tariffs((SOFARSOFAR););
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Who is receiving oil revenue in Azerbaijan?Who is receiving oil revenue in Azerbaijan?

�� State Oil FundState Oil Fund;;

�� State BudgetState Budget;;

�� State Social FundState Social Fund;;

�� State EnterprisesState Enterprises;;

�� Private EnterprisesPrivate Enterprises;;

�� BanksBanks;;

�� CitizensCitizens;;
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PRODUCTION SHARING PRODUCTION SHARING 
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PREDICTION ON PROFIT PREDICTION ON PROFIT 
PETROLEUMPETROLEUM

Prediction ProblemsPrediction Problems::

�� production dynamicsproduction dynamics;;

�� dynamics of crude oil pricesdynamics of crude oil prices;;

�� dynamics of operating costsdynamics of operating costs;;

�� dynamics of capital costsdynamics of capital costs;;
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PROFIT OIL OF AZERBAYCAN PROFIT OIL OF AZERBAYCAN 
PREDICTIONPREDICTION
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CUMMULATIVE PROFIT OIL OF AZERBAIJANCUMMULATIVE PROFIT OIL OF AZERBAIJAN
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ACG:  STATE BUDGET REVENUEACG:  STATE BUDGET REVENUE , , 
mlnmln. . USDUSD
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ACG: PROFIT OIL OF SOCARACG: PROFIT OIL OF SOCAR
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ACG:  THE REVENUE OF AZERBAIJAN ACG:  THE REVENUE OF AZERBAIJAN 
PREDICTIONPREDICTION

     State budget       SOFAR So� ial        SOCAR Total 
  � ��  � ��  � ��  � ��   Fund � ��  � ��  � ��  � ��  

2005 15 35 216 578 20 50 135 301 768 
2008 257 690 1550 4165 21 127 341 1955 5217 
2010 330 788 1991 15569 17 163 389 2501 16763 
2012 564 674 3405 13309 15 279 333 4263 14331 
2015 383 458 2313 9040 15 189 226 2900 9739 
2018 253 302 1526 5965 14 125 149 1918 6430 
2020 181 216 1092 4269 14 89 107 1376 4606 
2022 136 162 819 3203 13 67 80 1035 3458 
2025 101 120 607 2374 10 50 59 767 2564 
2029 44 52 264 1032 5 22 26 334 1115 

  5942 8847 35362 139917 374 2977 4486 44655 153624 
 



28.02.200528.02.2005 Sabit BagirovSabit Bagirov 1515

����������������������������������
�� � ���!�
�������������������������������������
�� � ���!�
���
��""� ������� ����������#���$"�� ����%���������
&'���""� ������� ����������#���$"�� ����%���������
&'�
��$ �"��
�	((	)���$ �"��
�	((	)�
����� � �����*�� �#���+� ���������������� � �����*�� �#���+� ����������� ,,  �����
����� �����
�����
 
���$�
������#�
�$��"�� ������
�#��������� ��� 
���$�
������#�
�$��"�� ������
�#��������� ���
�- 
�� �#������ �
�������� 
�������#������$����� �� ���- 
�� �#������ �
�������� 
�������#������$����� �� ��
 �����
����
��� �����
����
��� ))..



28.02.200528.02.2005 Sabit BagirovSabit Bagirov 1616

EITI    IN AZERBAIJAN:EITI    IN AZERBAIJAN:
CHRONOLOGYCHRONOLOGYOF IMPORTANT EVENTSOF IMPORTANT EVENTS

•• June 17, 2003:  MJune 17, 2003:  M--r r IlhamIlham AliyevAliyev, the President of Azerbaijan , the President of Azerbaijan 
Republic Republic announsedannounsedAzerbaijan joining the EITI. Azerbaijan joining the EITI. 

•• November November 1313, 2003: the Government , 2003: the Government ComissionComissionon the EITI is on the EITI is 
set up by a resolution of the Cabinet of Ministers.set up by a resolution of the Cabinet of Ministers.

•• May May 1313, 2004: the Coalition of Azerbaijani NGOs was , 2004: the Coalition of Azerbaijani NGOs was 
establishedestablished

•• November November 2424, 2004: the Memorandum of Understanding on , 2004: the Memorandum of Understanding on 
EITI implementation in Azerbaijan was signedEITI implementation in Azerbaijan was signed
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MEMORANDUMMEMORANDUM
““ on Extractive Industry Transparency Initiative  on Extractive Industry Transparency Initiative  

implementation in Azerbaijan Republicimplementation in Azerbaijan Republic””

Aim of MemorandumAim of Memorandum::

realisingrealising application application machanismsmachanisms
of  EITI in Azerbaijanof  EITI in Azerbaijan
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Parties in MemorandumParties in Memorandum::

1. 1. The Committee on the Extractive Industry Transparency The Committee on the Extractive Industry Transparency 
Initiative established by the Ordinance of the Cabinet of Initiative established by the Ordinance of the Cabinet of 
Ministers of the Republic of Azerbaijan of  November 13, Ministers of the Republic of Azerbaijan of  November 13, 
20032003((the the 11stst PartyParty),),

2. 2. The local and foreign companies operating in the extractive The local and foreign companies operating in the extractive 
industries (oil and gas extraction) of Azerbaijan Republic industries (oil and gas extraction) of Azerbaijan Republic 
((22ndnd PartyParty),),

3. 3. The nonThe non-- governmental organizations (NGOs) comprising the governmental organizations (NGOs) comprising the 
Coalition for Increasing Transparency in the Extractive Coalition for Increasing Transparency in the Extractive 
Industries of the Republic of Azerbaijan Industries of the Republic of Azerbaijan ((33rdrd PartyParty))
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�
�
 mm�� rr�� ndundu�� preamblepreamble

a)a) welcoming the steps taken by the government of the Republic of welcoming the steps taken by the government of the Republic of 
Azerbaijan to increase transparency in extractive industries, inAzerbaijan to increase transparency in extractive industries, including cluding 
the countrythe country’’ s joining the International Transparency Initiative and taking s joining the International Transparency Initiative and taking 
the challenge to become a pilot EITI country,the challenge to become a pilot EITI country,

b)b) greatly valuing and agreeing with the governmentgreatly valuing and agreeing with the government’’ s request that local s request that local 
and foreign companies operating in the oil and gas production inand foreign companies operating in the oil and gas production industry dustry 
of the Republic of Azerbaijan submit their payment reports underof the Republic of Azerbaijan submit their payment reports underEITI EITI 
guidelines as long as written waiver of each company's PSA contrguidelines as long as written waiver of each company's PSA contractual actual 
confidentiality clause is in effect, andconfidentiality clause is in effect, and

c)c) recognizing the role of Azerbaijanrecognizing the role of Azerbaijan’’ s NGOs and civil society in the s NGOs and civil society in the 
implementation of EITIimplementation of EITI
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Reporting forms:Reporting forms:

Reporting Form Reporting Form �� 1 1 –– to be submitted by theto be submitted by the
Government Government KomissionKomission;;

Reporting Form Reporting Form �� 2 2 -- to be submitted by foreignto be submitted by foreign
oil companiesoil companies;;

Reporting Form Reporting Form �� 3 3 -- to be submitted by localto be submitted by local
companiescompanies..
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Reporting dateReporting date

reports shall be submitted twice a yearreports shall be submitted twice a year::

-- annual reports on March annual reports on March 1515

andand

-- half year reports on August half year reports on August 1515
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Amendments to the reporting forms Amendments to the reporting forms 
and reporting datesand reporting dates

Amendments to the reporting forms and Amendments to the reporting forms and 
reporting dates are not excluded on the basis reporting dates are not excluded on the basis 
of mutual agreements of the Partiesof mutual agreements of the Parties. . Each of Each of 
the parties has the right to propose such the parties has the right to propose such 
amendments  and the other parties to the amendments  and the other parties to the 
Memorandum will consider these Memorandum will consider these 
amendments togetheramendments together..
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Auditing of the reportsAuditing of the reports

•• To To analyseanalyseand collate the reports of the EITI and collate the reports of the EITI 
Committee and of the foreign and local Committee and of the foreign and local 
companiescompaniesand to review them will be and to review them will be 
entrusted to the audit company operating in entrusted to the audit company operating in 
Azerbaijan and having international prestige.Azerbaijan and having international prestige.
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TT�� rr�� flfl �� r hesabatlarr hesabatlar��n tn t�� qdim olunacaqdim olunaca� �� � ilk milk m�� rhrh�� ll �� dd�� ll �� ngimngim�� , , 
catcat���� mazlmazl��q, texniki qq, texniki q�� surlarsurlar��n olmasn olmas��nn�� istisna etmir vistisna etmir v��
bunlarbunlar��n xon xo�� mm�� ramla audit ramla audit �� irkirk�� tiltil �� �� mm�� kdakda�� ll ��q nq n�� tictic�� sindsind��
aradan qaldaradan qald��rr��lmaslmas�� zz�� rurrur�� tini qtini q�� bul edirlbul edirl�� rr

TT�� rr�� flfl �� r ilk hesabatlarr ilk hesabatlar��n 2003n 2003--cc�� il vil v �� 20042004--cc�� ilin ilk 6 ayilin ilk 6 ay��nn��
�� hathat�� eded�� cc�� yinyin�� razraz��dd��rlar. Hesabatlarrlar. Hesabatlar��n ilk dn ilk d�� ff �� tt�� qdim qdim 
olunduolundu�� u nu n�� zz�� rr�� alal��naraq onun tarixi tnaraq onun tarixi t�� rr�� flfl �� r arasr aras��nda (bu nda (bu 
Memorandum imzalandMemorandum imzaland��qdan sonra 30 gqdan sonra 30 g�� n n �� rzindrzind�� ) x) x�� susi susi 
olaraq molaraq m�� �� yyyy�� nlnl���� dirildiril �� cc�� kdir.kdir.
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Memorandumun imzalanmMemorandumun imzalanm���� nn�� sxsx�� si MHsi MH�� T T �� zrzr��
Komissiya tKomissiya t�� rr�� findfind�� n Azn Az�� rbaycan Respublikasrbaycan Respublikas��
DD  vlvl �� t Neft Fondunda saxlant Neft Fondunda saxlan��ll ��r. Onun surr. Onun sur�� tltl �� ri ri 
Memorandum tMemorandum t�� rr�� flfl �� rinrin�� tt�� qdim olunur. qdim olunur. 
Memorandum Memorandum �� zrzr�� hazhaz��rlanmrlanm���� hesabat formalarhesabat formalar��, , 
SeSe!! im Qrupunun sim Qrupunun s�� nn�� dldl�� ri vri v�� bu Memorandumun bu Memorandumun 
hh�� yata keyata ke!! irilmirilm �� si ilsi il�� �� laqlaq�� dar digdar dig�� r sr s�� nn�� dldl�� r r 
ARDNFARDNF--dd�� saxlansaxlan��ll ��r vr v�� arxivlarxivl���� dirilir. dirilir. 
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1a) 1a) ������������������ ���
���
 ((�������������� ���������������� ))
1b) 1b) ���������������� ::

-- RoyaltiRoyalti
-- ��������������  ��!��� ��!���
-- "�!��"�!��  ��!���� ��!���� (excluding employee income taxes, Social (excluding employee income taxes, Social 

Protection Fund taxes, withholding taxes)Protection Fund taxes, withholding taxes)
-- DividendDividend������
-- bonusbonus������
-- LiLi �� enen#���#��� ��$$
��$$

-- "�!��"�!�� ������������������
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