
Country Commercial Briefing:Country Commercial Briefing:
AzerbaijanAzerbaijan

Seymour Khalilov
BISNIS Representative

Presentation to KIOGE Participants
October 4, 2001

U.S. Embassy Commercial Service U.S. Embassy Commercial Service 
Baku, AzerbaijanBaku, Azerbaijan



Azerbaijan Country SnapshotAzerbaijan Country Snapshot
•• 8 million pop.8 million pop.
•• Major EnergyMajor Energy

ResourcesResources
•• PresidentPresident

AliyevAliyev
DominatesDominates
Political LifePolitical Life

•• EmergingEmerging
opportunitiesopportunities
for U.S. oilfor U.S. oil
and gasand gas
service firmsservice firms



Macroeconomic StabilityMacroeconomic Stability
Based on ContinuedBased on Continued

Oil and Gas InvestmentOil and Gas Investment
–– July 2001 Upgrade of Fitch IBCA long term hardJuly 2001 Upgrade of Fitch IBCA long term hard

currency rating to BB minus (on par with Venezuela)currency rating to BB minus (on par with Venezuela)
–– Strong adherence to PSA structureStrong adherence to PSA structure
–– Major Transportation and Offshore E&P development =Major Transportation and Offshore E&P development =

$9 billion in Procurements in 12-36 Month Horizon$9 billion in Procurements in 12-36 Month Horizon
–– Second Privatization Program announced in MarchSecond Privatization Program announced in March

2001:2001:
•• fuel and energy, including parts of SOCAR oil/gasfuel and energy, including parts of SOCAR oil/gas

machinery complexmachinery complex
•• telecommunicationstelecommunications
•• airlines, fisheriesairlines, fisheries



Azerbaijan:  Opportunities andAzerbaijan:  Opportunities and
ChallengesChallenges

•• Major investment in oil and gas sector,Major investment in oil and gas sector,
relatively little outside oil and gas sectorrelatively little outside oil and gas sector

•• Challenging business environment outside PSAChallenging business environment outside PSA
structurestructure

•• Tax, customs and legalTax, customs and legal
administration/implementation is still weakadministration/implementation is still weak

•• Decision-making process slow and arduousDecision-making process slow and arduous
••   Lack of transparencyLack of transparency
•• Importance of value-added counseling andImportance of value-added counseling and

support of US Embassy Commercial Servicesupport of US Embassy Commercial Service



   Oil/GasOil/Gas
PotentialPotential

•• 20 to 40 billion barrels of20 to 40 billion barrels of
recoverable oil, similar torecoverable oil, similar to
Mexico and North SeaMexico and North Sea

•• 1999 “world class” gas1999 “world class” gas
discoveries at Shahdenizdiscoveries at Shahdeniz

•• 20 Production Sharing20 Production Sharing
Agreements (PSA)Agreements (PSA)

•• Dry Holes in 2000-1Dry Holes in 2000-1
•• Watch Nakhchivan andWatch Nakhchivan and

Atashgah in Spring -Atashgah in Spring -
Summer 2002Summer 2002

Energy Developments in AzerbaijanEnergy Developments in Azerbaijan



Major Opportunities for U.S. OilMajor Opportunities for U.S. Oil
and Gas Services Firms withand Gas Services Firms with

Expanded Foreign InvestmentExpanded Foreign Investment
1.1. Bechtel’s Spring 2001 Award of Detailed EngineeringBechtel’s Spring 2001 Award of Detailed Engineering

for Baku-Tbilisi-Ceyhan Pipeline (BTC), main exportfor Baku-Tbilisi-Ceyhan Pipeline (BTC), main export
pipeline ($150 mln)pipeline ($150 mln)

2. August 2001: TDA $600K grant for feasibility study2. August 2001: TDA $600K grant for feasibility study
for upgrade of Baku refineries and port of Dubendifor upgrade of Baku refineries and port of Dubendi

3. JV or subcontracting opportunities with qualified3. JV or subcontracting opportunities with qualified
Azeri firms -- Target constructionAzeri firms -- Target construction

4. Need for on-the-ground presence in Baku to establish4. Need for on-the-ground presence in Baku to establish
“eyes and ears” for business development“eyes and ears” for business development



•• Western Oil Route fully functioning: Azerbaijan’s link toWestern Oil Route fully functioning: Azerbaijan’s link to
Western energy marketsWestern energy markets

•• Baku-Tbilisi-Ceyhan (BTC) is key commercial andBaku-Tbilisi-Ceyhan (BTC) is key commercial and
political milestone - sanctioning expected in July 2002political milestone - sanctioning expected in July 2002

•• US Support of Multiple pipeline Routes to promoteUS Support of Multiple pipeline Routes to promote
Caspian energy developmentCaspian energy development

Oil Routes from the Caspian SeaOil Routes from the Caspian Sea



    Baku - Tbilisi - Ceyhan PipelineBaku - Tbilisi - Ceyhan Pipeline
•• 1730 kilometers of 42 inch pipe1730 kilometers of 42 inch pipe
•• Total procurement value of about $ 2.7 billionTotal procurement value of about $ 2.7 billion
•• Negotiations continue on Shareholder StructureNegotiations continue on Shareholder Structure
•• Construction could begin as early as July 2002Construction could begin as early as July 2002
•• Major opportunity for U.S. SubcontractorsMajor opportunity for U.S. Subcontractors



Shah-Deniz Gas PipelineShah-Deniz Gas Pipeline

•• Conclusion of gas sales-purchaseConclusion of gas sales-purchase
agreement between Azerbaijan andagreement between Azerbaijan and
Turkey for up to 6.6 bcmTurkey for up to 6.6 bcm

•• 980 -km long pipeline will be built980 -km long pipeline will be built
between Azerbaijan and Erzurum-between Azerbaijan and Erzurum-
Horasan, TurkeyHorasan, Turkey

•• Export of gas to Turkey planned in 2004-Export of gas to Turkey planned in 2004-
20052005



U.S. Embassy CommercialU.S. Embassy Commercial
Service Business ConsultancyService Business Consultancy

•• Advise U.S. oil and gas firms on market andAdvise U.S. oil and gas firms on market and
government relations strategies in Azerbaijangovernment relations strategies in Azerbaijan

•• Identify local partnership with market-Identify local partnership with market-
leading U.S. firmsleading U.S. firms

•• Project Advocacy with Azeri decision-makersProject Advocacy with Azeri decision-makers
•• Close cooperation with AMCHAMClose cooperation with AMCHAM
•• Facilitate one-on-one meetings with U.S. andFacilitate one-on-one meetings with U.S. and

Azeri firmsAzeri firms



Range of Services to SupportRange of Services to Support
U.S. Business DevelopmentU.S. Business Development

in Azerbaijanin Azerbaijan
•• Gold Key Executive AppointmentGold Key Executive Appointment

ServiceService
•• Project AdvocacyProject Advocacy
•• International Company ProfileInternational Company Profile
•• Flexible Market ResearchFlexible Market Research
•• Business ConsultingBusiness Consulting



Trade & Project FinanceTrade & Project Finance
ResourcesResources

•• Caspian Finance CenterCaspian Finance Center in Ankara in Ankara
–– facilitates development offacilitates development of

commercially - viable projects incommercially - viable projects in
the Caspian regionthe Caspian region

–– combines combines TDA, , OPICOPIC, and , and Ex-ImEx-Im
Bank services at “one-stop shop”Bank services at “one-stop shop”

–– Website: Website: www.caspianfinance.comwww.caspianfinance.com



Online ResourcesOnline Resources

•• Commercial Service:Commercial Service:
www.usatrade.govwww.usatrade.gov

•• U.S. Embassy Commercial ServiceU.S. Embassy Commercial Service
Baku:Baku:  www.usembassybaku.orgwww.usembassybaku.org

•• American Chamber of CommerceAmerican Chamber of Commerce
in Azerbaijan:in Azerbaijan:
www.amchamaz.orgwww.amchamaz.org



Contact UsContact Us
•• Access our Domestic andAccess our Domestic and
International Networks to SupportInternational Networks to Support
Your U.S. Business DevelopmentYour U.S. Business Development

•• U.S. Embassy Commercial ServiceU.S. Embassy Commercial Service
83 Azadlig Prospekt, Baku83 Azadlig Prospekt, Baku
•• Telephone:  +994 12 98 03 35Telephone:  +994 12 98 03 35
•• Fax:  +994 12 98 61 17Fax:  +994 12 98 61 17
•• E-mail:  E-mail:  baku.office.box@mail.doc.govbaku.office.box@mail.doc.gov


