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Structure of presentation

• Climate Change Policy in Azerbaijan
• Overview of CDM projects under

development in the Republic of
Azerbaijan

•  TACIS CDM Projects
•  Institutional structure of DNA in

Azerbaijan
• Public Outreach Activities

in Azerbaijan
• Barriers of CDM activity in Azerbaijan
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Climate Change Policy in
Azerbaijan

• UNFCCC -1995
• State Commission on Climate

Change - 1997
• Kyoto protocol  - 2000
• DNA - 2005
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International CDM Activity in
Azerbaijan

ongoingCDM as instrument for industrial development and
poverty alleviation in Caucasus

ECON, NORSK Energy (Norwegian
Ministry of Foreign Affairs)

I NC was implemented,
II NC ongoing

I and II National CommunicationsUNDP

ImplementedCapacity Building for Improving GHG InventoriesUNDP

implementedTechnical Assistance to Caucasus Republic  and
Moldova with respect to their Global Climate Change

Commitments

EU TACIS

implementedCaspian Basin Greenhouse emission Reduction
Training Program

CIDA (Canada)

ongoingCapacity Building for Clean development Mechanism
in Azerbaijan

UNDP

StatusProgramsOrganization
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Overview of CDM projects under
development in the Republic of

Azerbaijan

wind farmRenewable energyKhizi14 MW Wind Farm
in Khizi

gas and oil exploitationMethane captureGushkhanaAssociated Gas
Capture from
Gushkhana Oil Field

landfill gasMethane captureSumgaitSumgait landfill

improving the efficiency
of power plants

Energy efficiencySumgaitRehabilitation of
Sumgait TES-1

improving the efficiency
of power plants

Energy efficiencyMingechaurRehabilitation of
Azerbaijan GRES

hydro powerRenewable energyGilanchay
Ordubad,
Nakchivan

Hydropower station

Sub-CategoryCategoryLocationAZERBAIJAN
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Overview of CDM projects under
development in the Republic of

Azerbaijan

afforestationCarbon sinksTerritory of
Azerbaijan

Afforestation in some
areas of Azerbaijan

improving the efficiency of
transmission lines

Energy efficiency-Power transmission

gas exploitationMethane captureTerritory of
Azerbaijan

Natural gas leakage
reductions in
compressor stations
and distribution gas
pipelines

Thermal waterRenewable energyKhudatThermal water energy
utilization

hydro powerRenewable energyNakhchivanConstruction
Ordubad HPS

gas and oil exploitationMethane captureOffshoreCapture of gases
from Grifons at
Bottom of Caspian
Sea

Sub-CategoryCategoryLocationAZERBAIJAN
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Country map showing the CDM
projects potential & areas

•
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Country map showing the current
CDM projects under development

Project 1 (Ordubad
Hydro) & Project 2
(Gilanchy Hydro)

Project 3
(Mil Hydro)

Project 1 (Baku
landfill)

Project 2
(Sumgait
landfill)

Red circle: Baku methane capture project
(SOCAR project), CDM-PIN development started in

2005 (by EU-TACIS Programme)
Blue circle : 1. Ordubad Hydro Power Station,
run-of river, CDM-PIN/PDD development started in

2005 (by Danish Government)
2. Gilanchy Hydro Power Station,

run-of river, CDM-PIN/PDD development started in
2005 (by EU-TACIS Programme)

3. Mil Hydro Power Station, run-of river, CDM-
PIN/PDD development started in 2005 (by EU-TACIS

Programme)
Magenta circle: 1. Khyzy 1 wind energy project,
CDM-PIN development started 2005 (by Caspian

Technology / EU-TACIS Programme)
2. Khyzy 2 wind energy project, CDM-PIN

development started 2005 (by Total Energy / EU-
TACIS Programme)

Black circle: 1. Baku landfill project,  CDM-
PIN/PDD development started 2006 (by Danish

Government)
2. Sumgait landfill

project, CDM-PIN development started 2006 (by
Danish Government)

Green circle: Azgres energy efficiency project,
CDM-PDD development started 2005 (by EBRD)
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TACIS CDM Projects

1. Mil Canal Hydropower CDM Project

• Input data/assumptions:
• installed capacity and annual generation: 28.2 MW / 143 Mio kWh
• capital expenditures: 35 mln € (= 44 mln US$)
• wholesale power tariff: 24 €/MWh (= 30 US$/MWh) in 2007, with

2%/yr annual escalation
• discounting rate: 10% (for calculation of generation cost)
• construction time: 2008 to 2010 (3 years)
• commissioning: 2011

• Results:
• ex-ante baseline emission factor: 0.72 tCO2e /MWh (valid for 1st

crediting period 2011 to 2017 if project validation starts in 2006)
• annual Certified Emission Reductions (CERs): 103,000 CERs (valid

for 1st crediting period, see above)
• annual revenues from CERs: 0.7 to 2.0 mln €/yr (= 0.9 to 2.5 mln

US$/yr; dependent on CER prices; valid for 1st crediting period, see
above)
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TACIS CDM Projects

• Gilanchay Cascade Hydropower CDM Project
Input data/assumptions:

• installed capacity and annual generation: 38 MW / 170 Mio kWh
• capital expenditures: 101 mln € (= 126 mln US$)
• wholesale power tariff: 36 €/MWh (= 45 US$/MWh) in 2007, with

2%/yr annual escalation; higher tariff because of enclave location of
Nachitchevan

• discounting rate: 10% (for calculation of generation cost)
• construction time: 2008 to 2012 (5 years)
• commissioning: 2010 to 2012 (gradually)

• Results:
• ex-ante baseline emission factor: 0.72 tCO2e /MWh (valid for 1st

crediting period 2010 to 2016 if project validation starts in 2006)
• annual Certified Emission Reductions (CERs): 138,000 CERs (valid

for 1st crediting period from 2012 onwards, see above)
• annual revenues from CERs: 0.7 to 2.0 mln €/yr (= 1 to 2.8 mln

US$/yr; dependent on CER prices; valid for 1st crediting period, see
above)
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Institutional structure of DNA in
Azerbaijan

DNA
Ministry of Ecology and Natural Resources

Minister H. Bagirov

Secretar iat
Climate Change and Ozone Centre

M.Mehtiev
  

 Working group
for  technical input

Energy
efficiency&  fuel

switch

4 expert

Landfill

4 expert
 

Altternative
energy

4 expert
 

Methane
Capture

4 expert
 

Afforestation and
carbon sinks

4 expert 
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DNA should enable the environment for flexible,
effective and successful  implementation of CDM

project

• Selection of CDM priority sectors

• Establishment of SD criteria

• Monitoring of EIA for each CDM project

• Providing for national guidelines to present PIN and PDD
Issuance of approval letters

• Facilitations of the process of signing the MoU with different
bilateral and multilateral CDM project
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National Criteries

• The project must not be in contrast with the “ Law on
Energetic”  and other laws accepted on this field in the
Republic of Azerbaijan.

2. CDM projects must result in real GHG emission reduction

3. Projects implemented until 2000 can not be eligible for CDM

4. CDM projects must not have negative effects on environmental
components (air, water, soil)

5. CDM projects must meet the sustainable development goals
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National Criteries

 6.  The project must be consistent with the macroeconomic policy of the
country

7. The project applies innovative, locally manageable technology

8. The project must be provided with the simplified monitoring and
estimation system for calculation of the real GHG emission reductions

 9. The costs of the funding of Certified Emission Reductions stimulate
the cost of the project.

10. Projects must meet high capacity in the GHG emission reduction (the
amount of the reductions must not be below 15 ths. t/  CO2 equiv. )
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Sustainability Assessment of CDM
Project

 0.0225% - Nox 

 0.02430% - SO2 

   0.0820% air qualityc

  0.02525%  - eutrophication 

 0.02525% - acidification 

 0.0550% - drinking water 

   0.125% water qualityb

   0.1230% fossil fuel reductiona

     0.40Environmental criteria:2

   0.052535% service availabilityc

  0.052535% capacity developmentb

   0.04530% stake holder participationa

     0.15Social criteria:1

Final score

Normalised
Utility
score
(betwe
en -1
and +1

Weight:Criteria:
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Sustainability Assessment of
CDM Project

 total score:

   0.0850% sector prioritiesb

   0.0850% national /regional prioritiesa

     0.15Policy criteria:4

   0.0620% balance of payments effectsc

   0.1550% employment generationb

   0.0930% regional developmenta

     0.3Economic criteria:3

  0.0220%  - biodiversity 

 0.01515% - erosion 

 0.01515% - unsustainable biomass use 

 0.02525% - waste production 

 0.02525% - soil pollution 

   0.125% land resourcesd
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Issuance of a Letter of Endorsement
(LoE)

In order to receive a Letter of Endorsement from the DNA the
completed Project Identification Note (PIN)[1] has to be
provided by the applicant containing the following
information:
- Information on project developer (e.g. kind of enterprise,
contact details)
- Type of the project
- Location of the project
- Proposed timelines
- Requested financing
- Technical description of the project
- Expected environmental benefits
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Issuance of a Letter of Approval (LoA)

In order to receive a Letter of Approval from the DNA the
completed Project Design Document (PDD)[1] has to be
provided by the applicant containing the following
information:
- Description of the project activity
- Applied Baseline methodology
- Crediting Period
- Monitoring methodology and plan
- Results from stakeholders consultations
- Calculations of GHG emission reductions
- Environmental Impact (if deemed necessary)
- Information on government financing if governmental
financing is anticipated in part or in full
- Contact details of all project participants (owner,
technology provider, investors
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Public Outreach Activities
in Azerbaijan

2005

2006

2006

2006

Prepared

 Published

Published

Prepared

Web-site (English /Azeri)
Explanatory directory

(Azeri)

Information booklet on
CDM project cycle
(Azeri)

CDM handbook
(English/Azeri)

Date of
implementation

Status of
implementation

Activities
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Public Outreach Activities
in Azerbaijan

Workshops:

20 September 2004     The Clean Development MechanismCDM Infrastructure
     Regina Betz                               In the Host Country Country Specific Criteria

18 January 2005
Local
Muslum Gurbanov
Maharram Mehtiyev                           Kyoto Protocol and CDM

14-15 March 2005 
Paata Janalidze    New metods
Johannes Laubach    Development of Baselines Clean Development Mechanism

                                                      (CDM)  Project Cycle

11-12 Aprel 2005
Nino Turek                                     CDM Project Types and Technologies

Johannes Laubach                        Energy Efficiency Fuel Switch  Methane Capture  Renewable Energy 

23 September 2005 
Wolfgang Eichhammer                   Recall of the Main Features of the Clean Development Mechanism Indocement’s Sustainable
                                                       Cement  Production Project  CDM Programmes instead of CDM Projects ?

13-14 October 2005
Ms Simone Ullrich                          Introduction to Validation, Registration, Monitoring, Verification and Certification
Vasile SCORPAN                          Agriculture and land use. Approach to emission reduction by carbon sinks projects. 
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Barriers of CDM activity in
Azerbaijan

Main observed barriers:
• Low level of stakeholders on CDM requirements (approval

needs of baseline and monitoring methodology,
stakeholders consultation methodic, etc)

• Lack of CDM information in State programs (Program on
alternative energy development, 2004; Program on
regional economic development, 2005; Program on fuel
and energy complex development in 2005-2015; Complex
plan on improving of environmental situation in Azerbaijan
in 2006-2010)

• Low level of experience on role and benefits of
government and DNA structures in CDM Project
implementation processes

• Lack of special legislative acts on participation in CDM
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Barriers of CDM activity in
Azerbaijan

5. Low energy carriers tariff :
Electricity:
Production cost     – 110 AZM (2.24c)=2.53c
Sale price              -   71 AZM (1.45 c)=1.63c
Public                     -   96 AZM(1.96 c)=2.21c
Industry, transport  - 135 AZN M(2.65 c)=3.10c
Trade, service        -  250 AZM (5.10 c)=5.75c
Waste management:
Domestic waste      -  700 AZM/resident = 16.09c/resident
Waste water           - 0.01 AZN+18%/1m3=0.0118c
Potable water         -0.074 AZN+18%/1m3=0.08732c/m3
Natural gas:
Residential      -236 AZM=5.43c/m3
Heat:
Residential      -250 AZM=5.75c/m2/month



23

THANK YOU


