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ELECTRICITY MARKET (installed capacity)
=

Total installed
capacity

Thermal power plants (6632 MW)

’ 9 3 ’ M Hydropower plants (1159 MW)

Solar power plants (42 MW)

Wind power plants (66 MW)

| Waste to energy plant (37 MW) Conventional power plants
Renewable power plants

Bi Bi lant (=1 MW,
Planned capacity addition with RE projects josnecgy/ Bloges plant ( :

-2023 2023-2025 2026-2030
440 MW 460 MW 600 MW

$eren
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Regulatory and
Legal Framework

»Law of the Republic of Azerbaijan on the usage of
renewable energy sources in the production of electricity

»Template power purchase agreement
»Template connection agreement
»>The auctions rules

»The rules on application of the net metering and
calculation scheme

Guarantees Proposed
To The Investors

Protection of the investment (existing in the legislation)

Tax rebates within seven years (investment promotion mechanisms)
50% reduction of income tax for individual entrepreneurs;

50% reduction of profit tax for legal persons;

no VAT and no customs duties on imports of machinery, technological
equipment and installations;

no property tax;

no land tax.

Guaranteed off-take (Take or pay)

Guaranteed connection

Priority in dispatching

Possibility of indexation of payments to foreign currency
Long-term land lease

VVVVY

Y V'VY ¥ ¥ ¥V
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Implementation of Renewable Energy Projects
by the Investors

BILATERAL

AUCTIONS AGREEMENT

» The auctions rules Bilateral agreement shall be carried out in the
» RFQ following cases:
» RFP » during the implementation of pilot projects;

» if deemed necessary in terms of the interests and
strategic importance of the state;

» if it is not possible to determine the investor at
the auctions or if the auction did not take place.

: A “AzorEnerji FINAL AGREEMENTS WITHIN
: THE PILOT PROJECTS

AGIQ SBHMDAR CaMIYYaT

Below-mentioned Agreements were signed on:

- 240 MW wind power plant between the Ministry of
Energy, Azerenergy OJSC and ACWA Power of the
Kingdom of Saudi Arabia — 29.12.2020

- 230 MW solar power plant between the Ministry of
Energy, Azerenergy OJSC and Masdar of the United
Arab Emirates — 06.04.2021

¢ INVESTMENT AGREEMENT
¢ POWER PURCHASE AGREEMENT
* TRANSMISSION CONNECTION AGREEMENT
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IMPLEMENTATION AGREEMENTS
SIGNED DURING BEW 2022

With Masdar company

- on evaluation, development, and implementation of
1,000 MW utility-scale onshore solar and 1,000 MW
wind energy projects in the Republic of Azerbaijan

- evaluation, development and implementation of
integrated offshore wind and green hydrogen projects
with a capacity of 2,000 MW.

With bp company

- Addendum to the Implementation Agreement that had
previously signed in June 2021 committing to work
together to take the next steps towards joint
implementation of a 240MW solar power plant in the
Jabrayil district.

SUPPORT FOR THE IMPLEMENTATION OF
RENEWABLE ENERGY AUCTIONS IN
AZERBAUJAN

- Site selection
- Develop all the tender documentation required for a renewable project
- Auction rules
- RFQ, RFP
- Template Support Agreement
- Template Power Purchase Agreement
- Template agreement for connection to the grid First RE auction to be
- Template agreement for land lease implemented in 1H 2022
- Final drafts of bid forms
- Prepare a complete and comprehensive set of technical specifications to be
included in the RFP
- Provide the authorities with detailed technical, environmental, financial and

European Bank

for Reconstruction and Development

legal assistance for the implementation of the tender

- Develop framework for a future competitive procurement scheme
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REGIONAL KNOWLEDGE AND SUPPORT
TECHNICAL ASSISTANCE FLOATING
SOLAR ENERGY DEVELOPMENT

-Design, procure and supervise implementation of a pilot project and develop

corresponding scaled-up project
Pilot project: 100 KW FPV plant in Lake Boyukshor

Initial FS for the scale up project

-Analyze policies and tariff structures and recommend suitable for business

models

-Institutional Capacity Building for Stakeholders

50 MW FPV project is under consideration

OFFSHORE WIND ROADMAP FOR
AZERBAIJAN

: : WORLD BANK
The develop t of a Roadmap Study which outlines:
- the potential role that offshore wind could play in Azerbaijan’s future energy mix
- the areas of Caspian sea suitable for offshore wind development @/ IFc

- the potential costs and economic benefits, the key issues that would need to be
addressed

through further technical studies
- the responsible agencies and permitting procedures, any policy or regulatory changes

that would be required to facilitate offshore wind deployment

- recommendations on next steps.

Azerbaijan's first offshore wind demonstration project. This work will outline:
- how a sample demonstration project could be developed and delivered
- advice on options for procurement strategy (i.e. models for project concessions)

- different approaches to de-risking activities that could be commissioned by the
government.
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THE ESTABLISHMENT OF THE GREEN ENERGY ZONE
IN THE LIBERATED AREAS - GREEN ENERGY ZONE
CONCEPT & MASTER PLAN

The agreement was signed between the Ministry of Energy
and the Japanese company TEPSCO on 6 May 2021.

» Ensuring energy security of the region:

= utilisation of clean energy potential

= application of energy efficiency technologies and methods
= application of modern energy management approaches and tools

AN RES, |
Qw‘f{o' ri%“’g
:
ka 4 (€]
Pogymean REEFTHRINAH
TIKA W Tokyo Electric Power Services Co,, Lid.
L4 ¥
minenergy.gov.az

RENEWABLE ENERGY
POTENTIAL

2000 MW |
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STATE OF ECONOMY - 2021 it
42.5%
@ 5,452.53 USD GDP PER CAPITA GDP
54
BLN USD

@ 10.1 MiLLION POPULATION 17:2%

NON OIL GDP IN 2021: (62%) = Industry m Construction  ® Trade m Taxes = Agriculture

W Transport W Tourism W Telecom m Other
GDP structure (%) M oil I non-oil

634 68,7 738 752 53,0 376 407 46,9 48,0 426 546

During 1995 — 2021:
™ B e B0 =0 57.1 bln usd - the volume of
= i investment in the non-oil sector.
s2 7 M o BB 20=B - 14.8 bin usd - the volume of FDI
in the non-oil sector.

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Source: State Statistical Committee of Azerbaijan
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PROVEN TRADING PARTNER - 2021

Us$ 22 BLN
TOTAL VALUE OF EXPORTS

B TOP 5 EXPORT MARKETS (%)

ITALY I— 41.62
TURKEY I 12.69

RUSSIA N 4.15

ISRAEL N 404
CROATIA WM 3,38

B TOP 5 NON-OIL EXPORT PRODUCTS (%)
FRUITS & VEGETABLES | 3, 23
PLASTICS I 163
CHEMICAL PRODUCTS [, ©.05
COTTON FIBER I 7,77
ALUMINIUM S o5

Source: State Customs Committee of Azerbaijan

US$ 11.7 BLN
TOTAL VALUE OF IMPORTS

RUSSIA
TURKEY
CHINA
GERMANY

UKRAINE

EQUIPMENT

FOODSTUFF

TRANSPORT

FERROUS METAL

PHARMACEUTICAL
PRODUCTS

M TOP 5 IMPORT MARKETS (%)
1 17.72
I 15.75
. 14.01
I 5.42

I 402

B TOP 5 IMPORT PRODUCTS (%)
I 23,49
I 16,49
I 11,47
I 7,41
I 452

EFFECTIVE TIME SAVING ROUTES

60% TIME SAVING FOR NORTH-SOUTH ROUTE
(INDIA - EUROPE)
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SECTOR OPPORTUNITIES

AGRICULTURE

FOOD PROCESSING

CHEMICAL INDUSTRY

RENEWABLES

TRANSPORT AND LOGISTICS

INFORMATION AND COMMUNICATION
TECHNOLOGIES

LIGHT INDUSTRY

TOURISM

MAJOR ACTIVITIES OF AZPROMO

IN FIELD OF EXPORT IN FIELD OF INVESTMENT
« NON-OIL EXPORT PROMOTION « ATTRACTION
« PROMOTION OF “MADE IN « RETENTION and EXPANSION

AZERBAIJAN” BRAND
« AFTERCARE

« SUPPORT TO EXPORTERS
« POLICY ADVOCACY

« BUILDING AND PROMOTING EXPORT
CULTURE ' « COUNTRY’S IMAGE BUILDING

« POLICY ADVOCACY
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2. MHI contributing to Azerbaijan o MTSUBISH

Compressor

1) AZERIGAZ - 2 pipeline compressor units
(2003)
G Azerbaijan pipeline project from compressor
Pipeline Use > station in Karadag to Combined Cycle Power
Plant in Severnaya. (Approx.90km)
Plant Use > | 2) “Socar Ammonia and Urea Complex(2019)
©MITSUBISHI HEAVY INDUSTRIES, LTD. All Rights Reserved. 3
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2. MHI contributing to Azerbaijan A sy

Power Generation

Since many years, MHI gas and steam turbines are at the heart of 800
MW Shimal power plant, ensuring stable reliable energy supply to the
country and effective use of Azerbaijan natural gas reserves.

EXHAUST SECTION
B i
3 COMPRESSOR, COMBUSTOR
. & TURBINE SECTION
>
COMPRESSOR SECTION

Currently AzerEnerji and Mitsubishi Power are jointly executing timely

maintenance of equipment based on long-term contracts. Shimal Unit-2 (2019)
@ MITSUBISHI HEAVY INDUSTRIES, LTD. Al Rights Reserved 4
3. MHI’s strategy to support a carbon neutral world o TsyBISIY

Our strategy is based on

¥ development of new Sustalaaii
decarbonisation solutions -
alongside improvement of

existing ones

¥ balancing sustainability,

affordability and energy

- Decarbonize existing Build a hydrogen Build a COz
Secumy infrastructure solutions ecosystem solutions ecosystem

= to deliver integrated
solutions that optimise and
future-proof existing
infrastructure, hydrogen
and CO2 ecosystems

Competitive Secure

@MITSUBISHI HEAVY INDUSTRIES, LTD. Al Rights Reserved. 5
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Key components of the CCUS Value Chain oo mursymiy

= MHI Group provides core
technologies essential for
CCUS, including CO2
capture, transportation, and
compression

% We aim to further expand
our business in the areas of
large liquefied CO2 carriers
and CO2 compression,
which will become important
as the volume of captured.

MHI is helping to establish a
robust value chain by
offering a wide variety of
CCUS-related technologies

©®MITSUBISHI HEAVY INDUSTRIES, LTD. All Rights Reserved. 7
Strategic Partnership with Azerbaijan o TsyBISIY

In May 2022, Mitsubishi Heavy Industries EMEA Ltd., on behalf of MHI had the
honor of signing a Memorandum of Understanding with Azerbaijan's Ministry of
Ecology and Natural Resources to establish our strategic partnership for future
collaboration in MHI group products represented by low carbon technology
and energy efficiency. The Parties will arrange meetings regularly and discuss
potential collaboration opportunities in those areas.

©MITSUBISHI HEAVY INDUSTRIES, LTD. All Rights Reserved. 8
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(RUTHREEH & Y —ERH%)

Agricultural Profile of Azerbaijan: 2021

Gross output of agriculture,

min. USD
5390.2
2653.5 2736.7
Gross agricultural output Crops Livestock

Agricultural indicators in national economy, %
Share of agriculture in GDP, 2021 59

Employment in Agriculture, 2021 36.3

Fixed capital investment in agriculture, 2021 2.0

Share of agricultural products and food export in total export, 2021 5.0

Agricultural Profile of Azerbaijan: 2021

Total sown area of agricultural crops was 1880.1 thsd. ha. Sown area of cereals and legumes, thsd. ha
Wheat 5723
Structure of sown area Barley messssssssss—— 373.7
Grape  Melon  pgiato Corn (grain) == 322
0.9% plantation 3 Other cereals and legumes = 20.5
Tea [ 1.1% _ Vegetables
0.1% - 3.6%
Technical .
%'%?AS Sown aree of technical crops, thsd. ha
o Catton 100.6
Fruits and
berries Sunflower mess 11.1
Cereals and 11.6% Sugar beet mm 5.1
legumes Tobacco ™ 3.1
53.1%
AN— Sown area of vegetables, thsd. ha
20.2% Tomato 17.6
Onion and garlic 14.1
Cucumber 106
Cabbage messs—— 4.4
Sown area, thsd. ha Vegetables under canopy land = 3.6
’ Other vegetables 179
Cereals and legumes I 998.7 = =
. . Sown area of fruits and berries, thsd. ha
Fruits and berries [N 218.7
i Hazelnuts 80.4
Technical crops W 122.0 Apple, pear, quince e 42.0
Vegetables W 68.2 Pomegranate 26
Persimmon s 13.1
Other N 4725 Other fruits and berries 60.6
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Agricultu ral Profile of Azerbaijan: 2021

Gross output of agriculture was 9.16 billion manats, the share of plant-growing products — 4.51 billion manats, the

share oflivestock — 4.65 billion manats.

- Structure of livestock production, thsd.
Production of cereals and . 3
legumes, thsd. tonnes ProductionFeed Crops, tonnes
18823 thsd. tonne
—_— 30857 wi [ 2,223.4
I . 215 107 150 - 3082 190 Meat [N 610.0
Wheat Barley Corn  Paddy  Other Clover Corn (green) Other feed Egg l 102.2
(grain) cereals crops =
Wool | 16.1
Production of Vegetables, thsd. tonnes
Vegetables under canopy land 510.0 Honey | 6.8
Tomato 807.3
Onion 286.4 Cocoon | 0.5
Othervegetables 211.8
) X Number of animals and poultry,
Production of Technical crops, thsd. tonnes end of year, thsd. heads
Cotton 287.0
Sugar beet 177.3
Sunflower wess 25.2
Tobacco = 6.4 Poutry NN 29,6239
i i i Sheep and
Production of fruits and berries, thsd. tonnes i P 7097
Apple, pear, quince 4187
Seedy filits m—— 200.4 Beefcattle [l 2,648.8
Persimmon s 192.5
Pomegranate  sesssssssmss 185.3
e 842 Pigs 6.0
Citrus fruits messss  55.6
Other fruits and berries s 68.0

Agricultural Profile of Azerbaijan: 2021

Agricultural import were valued at 930.1 million USD

Importof agricultural products, %

Tea, 6.7%
Vegetables,
9.

Cereals,
41.0%

Fruit, 14.6%

Livestock,
28.3%

Importof vegetables, min. USD

Potato
—— 10.8
58

Dried legumes
Onion, garlic
Tomatoes
Othervegetables

108
e—— 14.6

55.8

Import of Fruits, min. USD

Citrusfruit

Nuts 225

358

372

Banang plant
Dates, figs pineapples I——————— 13.1
Grapes s 8.5
Other fruits I 18.6

Import of livestock, min. USD

Butter and other dairy fats

—— 41.3
—  36.5
— 33,2
— 21.7

— 11.1
— 40.6

Poultry
Live cattle

Cheeses and cottage cheese
Beef

Live sheep and goats

Other animal product

78.9
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Agricultural Profile of Azerbaijan: 2021

Agricultural export were valued at 877.2 million USD. Export of vegetables, min. USD

Tomatoes [ 160.2

Export of agricultural products, min. USD Pt (N 40t

Cucumbers and gherkins ] 8.8

Onions, garlic | 4.1
Others, 2.8% Raw

tobacco,
cotton fiber, Othervegetables [l 6.3
25.3%

Fruits, 46.3% Export of fruits, min. USD

Nuts I 1121

Apricots, cherries, plums, and bluberries, I 670
fresh .
Vegetables,
33.4%
Apples, pears, and quinces, fresh [N 42.5
Dried fruits || 1.2

Other fruits [ 186.2

Facts about Agricultural Sector of Azerbaijan

» Agriculture in Azerbaijan is highly supported by state through different mechanisms
(subsidies, soft loans and credits, discount prices for agricultural machinery, favorable
conditions for establishing agro-production in Agroparks, ...)

~ Favorable conditions for grapes have contributed to the development of viticulture. Most
of the grape varieties grown in Azerbaijan are used for making wine, almost all of which
is exported.

~ Currently, organic pomegranate products, fruit juices, medicinal and aromatic plants,
and hazelnut are mainly directed towards the export markets.

» Azerbaijan is among the world's top 3 hazelnut producer countries, predominantly
exporting raw hazelnuts to Russia and other countries.

» Pomogranate and hazelnut that are already certified as organic are the two main
commodities having the highest power of competition in international markets, mainly
due to their health properties preferredin organic markets.

»~ Azerbaijani pomegranate juice is exported to the markets of EU, US and CIS
countries.

» Azerbaijan is the second biggest persimmon exporting country in the world and is
among the world’s top 5 persimmon producers.

~ Grain is the leading agricultural product, with raw cotton the second most valuable crop.
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JICA's assistance approach in the energy sector

~_
et
ICA

o

e Universal access to
affordable & reliable
energy services

* Increase the share of RE

e Promote improvement in
| =y =y

(o, 1Tl Lack of access to Unstable energy Increasing CO2

energy services (electricity) supply emissions from energy
Overall
goal

use
Ensure universal access to reliable, affordable, and modern
Pillars Ensure affordable and
reliable energy supply

m ° Strengthen resilience

» Integrate climate change
measures into national policies

* Improve education, awareness-
raising and human capacity

energy services while achieving climate change mitigation

Integration of new and
renewable energy to the
existing system

. R&D Policy
Collaborati ﬁ

on with

Tech
areas of

i Strengthening network

utilities

Improving energy
efficiency

partners

82



.o, HOverviews of JICA’s Operation in Azerbaijan

Provide country-building supportto achieve a
sustainable and balanced economy and reduce
inequality

Basic Policy
(Purpose)

Target Sector

- Improvement of Economic Infrastructure
- Basic Human Needs and Disaster Resilience
- Enhancement of Rural Development and Diversification of

Industry
Loan (¥ billion) 0 0 0 101.162
Grant Aid (¥ billion) 0 0 0 9.913
Technical Cooperation
(¥ billion) 0.033 0.038 0.02 3.616
Acceptance of
Trainees  (person) = = = 653
Dispatch of Experts
(person) g e 2 9
4 B
; aga _gu =
8. B Japan’s Caucasus Initiative - IR
JICA
In 2018, the Japanese government announced the Caucasus Initiative during Mr. Kono,
Minister of Foreign Affairs’ visit to the Caucasus countries.
The Initiative declares Japan’s supportfor the independent development of the region.
Basic Principle
Caucasus Regionis (1)the center of the corridor running through Eurasia continent,
and (2) the gateway connecting Asia and Europe.
= Japan (1) supportsself-sustained developments of Caucasus Region, and;
(2) raises awareness of the issues which can be common interest across the region
(water, disaster reduction, etc.)
1st Pillar: Assistance for human resource development of
architects for state building
(1)The Rule of Law (2) Environment and Disaster Reduction (3) Economic and Social
Infrastructures, etc.
2nd Pillar: Assistance for Paving the Way to “Appealing
Caucasus” (infrastructure developmentand business
environment improvement)
(1) Creation of environment to expand economic exchanges (investment treaties,
relaxing of visa conditions, etc.
3 (2) Basic infrastructures and living environment (Azerbaijan bilateral Initiatives ) ]

83




_—
Vv,

jica/ B Garadagh Solar Power Project - IR

Outline

This is the first large-scale solar power project (230MW) in Azerbaijan in which
both construction and operation are to be carried out by a private company.

Impact & Importance

Azerbaijani energy mix is heavily concentrated on fossil fuels, with gas-fired
power generation accounting for more than 90% of its total output of
electricity (IEA's projection in 2019), and the adverse environmental impact is
high. Azerbaijani government is aiming to adhere to the Paris Agreement, and
seeks to increase the share of renewable energy to 30% by 2030. This project
will support the accomplishment of these goals and ensure a stable supply of
electricity.

Pro'Iect Structure

Government
® Investment
fr Agreement
7
/
Investment l e

Borrower e

/ Off-Taker VLR

“Masdar Azerbaijan Energy” |¢” =
Limited Liability Company Power (g - o
purchase | AZITENeTji
Loan Agreement

jl’c‘;‘ |-@-u '—(.‘9'”—‘

ERIB R

-0:) BJICA’s cooperation (Japanese ODA loan)

€ Shimal Gas Combined Cycle Power Plant
Project (15t and 2"9 unit)

3 loans totaling JPY 68 billion
for the construction of 2 gas
combined cycle power plants.

completion of construction
-1st unit: October 2003
-2"d unit: September 2019

Shimal power station (1% unit)

EPRiR 8
5 val. i)
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FNEBAX7ELNA Oy VRFCRARBICTEFASIEXE—R
(HBE4IR)

1. HUEIART BAAL Dy URF DRSS EE
BLHE . BWAREA ARTENANRSL Vy UIREEEEERE
L FHR At RIS R
MAARZT  TEAAL Dy AARE NIERFEESEHE
TS D CHFIEREE - RINERA KRE

2. AR -TEAANL Dy AMEO ZFEHE 2 LYy MEICET 2 R E
BLHE . FHK— BE7 B A ¥ ILFNE B ARE R SRR
M. ANNRTT  TEANRAL VX  ARRE W IEZFZESEHRER
TEBNARA Dy CAENEREE - RIREIRAE KR
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