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EXECUTIVE SUMMARY 
 
The second quarter of 2008 (our third quarterly report of the project year) showed significant 

progress on both components. In Component One, the critical activity was support for the Working 

Party meeting held May 6 in Geneva. The outcome of that meeting is shaping work in this 

component in third quarter 2008. On Component Two, several key deliverables were produced 

including assessments of access to finance in rural regions and the viability of credit unions, of the 

telecommunications sector wherein strategic areas of potential technical assistance were 

enunciated, and of the land use and property tax where preliminary studies outlined a basis to 

move forward with an integrated reform strategy. In addition, the Corporate Governance Task 

Force moved forward with consideration of the TIRSP prepared draft Law on State-Owned 

Enterprises and endorsed TIRSP to move forward with a full company law assessment. Mediation 

and business closure draft laws were prepared and revenue impact analysis modeling was refined. 

  

WTO Support (Component One) 
 

A focal goal of our WTO work was to assist the WTO Secretariat in preparation for the working 

party meeting in Geneva. TIRSP assisted in preparing the packages of legislation prior to the 

meeting and assisted the GOAJ in preparing key statements, issue briefs, guidelines and talking 

points for use in the meeting. Post-meeting support activities are focused at organizing responses 

to the questions posed by the working party members and providing generalized support on WTO 

compliance issues. 

 

TIRSP lawyers have continued to monitor and promote the adoption of the new legislative agenda 

for additional WTO compliant legislation while continuing to work on the laws currently under 

consideration. 

 

TIRSP also continued to support institutional development supporting preparations for 

membership to the Codex Alimentarius, training on customs valuation, redesign of the Trade 

Department at MED, plans for enhanced statistics collecting and reporting at the SPA, customs 

body appeal processes and development of proposals for a Customs Bindings Ruling Unit. 

 
The Business Environment Component (Component Two) 
 

Investor Protection, Promotion and Institutional Governance 

 

 TIRSP has prepared a forward looking presentation on structural options for the AIC, 

finalized a workplan on that basis and provided key governance recommendations. 

 The draft Competition Law has been put over to the fall Majilis session. Discussions 

continue with the Economic Commission. 

 We have been advised that the Law on Investment Activity will be withdrawn from the 

Majilis docket. The rumour is that MED has prepared a new draft Foreign Direct 

Investment Law that is in the COM. TIRSP continues to attempt to obtain a copy and will 

analyse upon receipt. 

 Cooperation with the Ministry of Taxes was enhanced this quarter with dedicated work on 

integration of the land use and property taxes, further revenue impact analysis and 

continued discussions on PIT, CIT and VAT in preparation for the fall session. 

 The SPA has worked closely with TIRSP to develop a consensus and compliant set of 

draft amendments to the Procurement Law. The SPA is pushing these amendments on an 

urgent basis given the introduction of amendments by the Ministry of Finance. 
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 Key progress has been made working with the CGD Corporate Governance Task Force. 

Detailed discussions have been held with the Task Force on the draft SOE Law and the 

CGD has asked TIRSP to develop its own consolidated Company Law amendments. 

 The full draft Customs Code translation has been received and will be reviewed next 

quarter. 

 A draft Mediation Law has been prepared and is ready to be circulated to interested 

parties. 

 A draft Bankruptcy Law has been prepared and is ready to be circulated to interested 

parties. 

 The first combined USDA/USAID training event was successfully staged on food safety 

inspection which has also led to consideration of changes in inspection forms. A variety of 

institutional reform measures have commenced under the SPS sub-component including 

information dissemination programs for the State Plant Protection Service, plans for 

capacity building at AZSTAND and Codex Alimentarius support. 

 The utilities team has continued to implement the gas implementation pilot, conducted 

several formal training seminars and one-on-one support at the Tariff Council, is working 

to define a detailed workplan with the SCMSP, has provided targeted support on the 

development of a Water Commission Charter, continues to analyse tariff calculation 

methodology and has supported TC relations with ERRA and NARUC including 

significant support for both institutions training activities. 

 Selcuk Caner has led revenue impact analysis related to Tax Code amendments and is 

supporting the development of partial equilibrium and CGE modeling efforts. 

 An initial telecommunications sector assessment has provided USAID with a prioritized 

list of potential technical assistance activities that could have tangible impact in the short 

term. 

 Robert Vogel assessed the regulation and market driven aspects of credit union and rural 

finance activities. His findings have been presented to the National Bank and will be 

followed up by the FSSP project. 

 

Staffing Changes 
 

Mehman Rzayev, the local utilities advisor, has left the project. Two interns have been added to 

the utilities sector roster. 
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COMPONENT 1 – WTO ACCESSION 
 
Introduction 
 

During the reporting period, TIRSP continued providing technical assistance to the first Working 

Party meeting with Azerbaijan in three years. The meeting took place on May 6. This is clear 

evidence that the GOAJ has made significant progress moving toward the WTO accession 

objective. This success is due in no small part to the concentrated TIRSP technical assistance 

related to the accession process (which includes working party meeting and bilateral negotiations 

on market access support), advisory services respecting legislative reforms, and capacity building 

through training and awareness programs. 

 

The Accession Process 
 

Working Party Meeting Support. Previously, TIRSP assisted in preparing and sending the revised 

legislative action plan to the WTO Secretariat. The project team also assisted in preparing and 

reviewing the answers to questions raised by the EU.  

 

TIRSP diligently assisted in the preparation of the following for the working party meeting 

scheduled for May 6, 2008: 

1. Opening statement of the Minister to be delivered at the Working Party meeting.  

2. Guidelines for planning and conducting the working party meeting. 

3. List of issues likely to be raised during the working party meeting. 

4. Note on Azerbaijan’s next working party meeting: procedures and formalities. 

5. Three sets of talking points for the Minister. 

 

During the month of June the following activities were initiated and conducted as a part of 

ongoing post-meeting support: 

1. Assisted in organizing the work for replying to questions raised by working 

party members (US and EU) subsequent to the Working Party Meeting 

including numbering, assigning to various ministries and state bodies, and 

developing a schedule for preparing the replies.  

2. Initiated research and analysis to assist the GOA in replying to questions raised 

by working party members. 

3. Continued promoting the rapid preparation and submission to WTO Members of 

the full concordance table. 

4. Continued promoting the need to revise and improve offers, particularly on 

goods. 

 

Legal Reform 
 
TIRSP lawyers continued monitoring and promoting the process of adoption of the new 

legislative agenda for additional legislation to bring Azerbaijan’s foreign trade regime into 

greater conformity with WTO agreements.  

 

TIRSP continued support in advancing the legal reform process and bringing draft 

legislation into greater conformity with the WTO agreements: 

 

1. Followed up on recommendations regarding the draft law on Licensing. 

2. Continued discussions regarding legal proposals to Order 74 of 2005 on border 

enforcement of intellectual property rights. 

3. Continued support and answering questions to provide guidance to finalize the draft 

law on unfair trade measures. 
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4. Continued discussing the draft law amending seven laws on intellectual property 

with relevant ministries and incorporated additional changes. 

5. Continued following up on all draft legislation, particularly ones related to 

intellectual property.  

6. Continued support in revising the Draft law on Securing Intellectual Property rights 

and combating piracy. 

7. Continued support in revising the Draft law on Broadcasting organizations. 

8. Followed up on Draft amendments to the law on Food Safety and draft law on 

sanitary and epidemiological well-being of population. 

9. Followed up on comments related to the Draft Law on Trade Regulation. Discussed 

with the Ministry of Economic Development. 

10. Followed up on comments re the Draft Amendments to the Customs Tariff Law. 

11. Continued advising the government and the Parliament on the need to withdraw the 

Draft Law on Ecologically Clean Agriculture from the Parliament.  The Draft was 

found to contain GMO provisions which are WTO-inconsistent.  Provisions 

prohibiting GMO import and other trade restrictions were eliminated from the Draft. 

However, GMO Labeling remained in the Draft.  

12. Followed up on recommendations re the draft law on Licensing and the Draft Law 

on trade regulations. 

13. Continued monitoring progress in connections with the draft law on unfair trade 

measures 

14. Continued discussions with the State Procurement Agency re the proposals to amend 

the law on government procurement. Evaluated the Draft prepared by SPA and 

provided commentary. 

15. Completed first Draft to amend the Law on Phytosanitary 

16. Completed first Draft to amend the Law on Veterinary 

 

In supporting legal reform, TIRSP has been providing legal research, analysis, and drafting 

as well as significant on-the-job training to relevant ministries and state bodies. 

 

Institutional Reform 
 
TIRSP continued providing technical assistance and capacity-building in the field of institutional 

reforms. The following activities were completed during the reporting period: 
 
1. Continued discussions regarding preparation for applying for membership Codex 

Alimentarius in accordance with the roadmap prepared earlier by TIRSP. The team 

prepared draft President and Draft Cabinet legislation to respectively move forward 

with Codex membership and designate the Codex National Point. 

2. Completed training-of-the-trainers program on customs valuation. 

3. Completed proposal for restructuring the Trade Department at the Ministry of 

Economic Development and establishing a WTO Department. 

4. Completed proposal for collecting and reporting statistics on government 

procurement.  

5. Continued discussions with the State Procurement Agency proposal for collecting 

and reporting statistics on government procurement. 

6. Initiated work to develop proposals for Customs Body Appeal. 

7. Initiated work to develop proposals for Customs Bindings Ruling Unit (rules of 

origin). 
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WTO Summary 
 
Significant progress has been gained on all aspects of Component One work. The working party 

meeting has been the focal point of this quarter. To the extent that questions could not be answered 

in Geneva by the GOAJ negotiating team, TIRSP has already begun providing technical assistance 

in developing answers. The timeframe for preparation, review and submission of answers to the 

Working Party has been set by the WTO component of TIRSP. The WTO team will be ready to 

assist in preparing and reviewing the answers based on the best knowledge and expertise available. 

However, the TIRSP team will also continue to support legislative drafting designed to achieve 

WTO compliance, targeted training and institutional reforms. 

 

COMPONENT 2 – TRADE AND INVESTMENT REFORM 
 
Introduction 
 

The Component Two agenda presents a broad-based portfolio of business environment activities as 

its starting point. In the first months of the project, specialists completed assessments in areas key 

to Azerbaijan’s enabling environment and TIRSP activities. These assessments led to the strategy 

laid out in the Year One Work Plan, which organized project activities into four main areas of 

focus: 1) investor protection, promotion, and institutional governance; 2) sanitary and phyto-

sanitary (SPS) and agricultural policy; 3) infrastructure reform; and 4) demand-driven trade and 

investment activities. The final category allows TIRSP to work flexibly and responsively to meet 

Azerbaijan’s development needs in the diverse areas which fall under Component Two. 

 

Investor Protection, Promotion, and Institutional Governance 
 

Collective Investment Fund Support and Promotion 

 

This quarter, TIRSP continued its work advising the Azerbaijan Investment Company (AIC), in 

cooperation with the USAID Financial Services Strengthening Project (FSSP). TIRSP, FSSP and 

USAID worked to refine the Memorandum of Understanding (MOU) between AIC and USAID 

and clarify exact areas of assistance. Though the MOU has not yet been finalized, TIRSP 

proceeded with fielding Peter Zoll, a short-term investment fund governance expert, to conduct an 

assessment of AIC governance and help design an open collective investment fund regime that is 

fully compliant with the guidelines established by IOSCO and is consistent with the OECD 

guidelines on the governance of state-owned enterprises (SOEs). 

 

The AIC governance assessment revealed that operations and internal organization evolved more 

from the need to attend proposals submitted to the company, rather than as the result of careful 

planning. TIRSP determined that the AIC Supervisory Board exerts heavy influence on the 

direction of the Company. For example, the Board approves the budget, the organizational 

structure, investment rules and number of staff of the Company; authorizes changes in capital of 

the AIC; appoints the Executive Director and Deputy Executive Director; and establishes an 

Internal Review Committee. It also approves the Annual Report of the Company and its financial 

statements. The Board also assumes responsibility for many tasks typically delegated to an 

Executive Director, including the structure of individual investments, the creation of a Credit 

Committee if necessary, the selection of an External Auditor, and the authority to make strategic 

decisions on the Company.  

 

The assessment also revealed that AIC has been operating without specific governance principles 

to date, let alone specific guidelines. TIRSP recommended that the Supervisory Board adapt and 

adopt model European Private Equity and Venture Capital Association (EVCA) principles. The 
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project also recommended codifying procedures so AIC management can exercise the degree of 

control required under its responsibility, and all employees will have at their disposal guidelines so 

as not to “reinvent the wheel” each time these activities are undertaken. The seven basic AIC 

activities were identified as investing, monitoring, marketing, procurement, human resources, 

budgeting and reporting. 

 

As TIRSP conducted its assessment, it became increasingly apparent that AIC Senior Management 

was focused more upon the strategic direction of the AIC than on specific corporate governance 

areas requiring attention. Consequently, TIRSP dedicated a large amount of time, in conjunction 

with USAID and FSSP, on preparing a Plan of Action that could be used by AIC, as well as 

developing a presentation for the Company that lays out the alternative directions from which it 

must choose in the near future.  

 

Expected outputs next quarter: 

 

 Develop and endorse the adoption of core governance principles by AIC; 

 Develop and endorse the adoption of Code of Conduct by AIC; 

 Adoption of roles definition for supervisory board and management; and 

 Formation of executive committee within management. 

 

Competition Policy/Anti-Monopoly Regulation 

 

This quarter, TIRSP local legal expert Eldar Gojayev maintained steady dialogue with staff 

representatives of the Economic Commission to monitor progress and explain policy positions on 

the Competition Code. The project had previously provided proposed revisions to the Code, 

explanatory notes, and background materials supporting our recommendations to the Commission. 

 

The Code has currently passed its Second Reading and specifically Economic Commission Head 

of Staff Rauf Hajiyev has prepared a consolidation of comments received. Mr. Hajiyev indicated to 

TIRSP that the Third Reading consideration would not occur until the fall. Apparently there is a 

draft version incorporating amendments now ready for Third Reading consideration with input 

from the Presidential Administration. While Mr. Hajiyev had initially agreed to share this version 

with TIRSP in advance of its formal introduction, he later indicated that he had been instructed, 

seemingly from the Presidential Administration, not to share this Third Reading draft. The project 

continues to strategize on ways to obtain this latest draft. In the meantime, we are also maintaining 

regular contact with the World Bank and the Federal Trade Commission (FTC) to coordinate 

assistance/review of the Code.  

 

Expected activities next quarter: 

 

 Obtain the recommendations of the Economic Commission as to the Third Reading 

version of the law, review and provide feedback as soon as possible. 

 Continued dialogue with the FTC prior to the fall session re: formal submission of their 

comments. 

 If a draft version is received prior to September, assess whether the draft provides 

sufficient institutional improvements to justify an institution building support program 

 
Investment Activity Law Reform 

 

The legislative docket of the Milli Majilis’ spring session included the draft Law on Investment 

Activity. This law is intended to replace two laws that are currently in effect: The Law on the 

Protection of Foreign Investments, dated 14 January 1992, and The Law on Investment Activity, 

dated 13 January 1995.  
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In the previous quarter, TIRSP presented the commentary and recommended changes to the draft 

law to various government representatives including Head of Staff at the Economic Commission, 

Rauf Hajiyev, and the Head of the Legislative and Legal Expertise Department of the Executive 

Office of the President, Shahin Aliyev. This quarter, Mr. Hajiyev arranged a meeting for TIRSP 

COP Brown and Local Legal Expert Gojayev with the Deputy Chair of Parliament, Mr. Valeh 

Alaskerov, who was personally handling the law. Mr. Alaskerov explained that he had circulated a 

draft of the Investment Law two years previous to major private sector companies, NGOs and the 

American Chamber of Commerce for their review, but had received no response. He therefore 

concluded was that the law was unimportant to these groups and would no longer seek or accept 

their input. He also indicated that the law was unlikely to be passed in the spring session, due to a 

general lack of interest. 

 

In later meetings with MOED Corporate Governance Division Head Sanan Tapdigov, MOED 

senior legal counsel Metin Eynullayev and the AmCham Executive Board, the project was 

presented with a different story. We were told that the draft Law on Investment Activity had 

actually been withdrawn from the Majilis and an alternate draft had been prepared by MOED. The 

withdrawal of the previous draft would be a victory, as TIRSP’s assessment of the law was critical 

of the draft on several fronts. However, the project has no formal confirmation that this has 

happened and has also been unable to obtain a copy of the alternate draft. The MOED views the 

alternate draft as confidential. TIRSP will continue to leverage its relationships with MOED, 

Economic Commission, Cabinet of Ministers (COM) and the Presidential administration to obtain 

a copy of the new draft, complete a new analysis and distribute our recommendations. 

 

As co-financing discussions progressed, the GOAJ requested that TIRSP provide technical 

assistance in investment promotion. Specific activities in this area have not yet been discussed. 

 

Expected activities/outputs in the next quarter: 

 

 Obtain the draft FDI Law generated by MOED before its formal submission to the Majilis.  

 Conduct a complete analysis of new draft (once obtained) and coordinate our response 

with the COM, MED, Presidential Administration and Economic Commission. 

 Define what investment promotion activities TIRSP will support and with whom. 

 

Tax Policy and Administration 

 

Tax amendments and revenue impact analysis. Early this quarter, TIRSP, led by ST Tax Policy 

and Administration Expert Rup Khadka and Senior Tax Attorney Marlene Laro, presented a 

comprehensive package of tax amendments to the Ministry of Finance (MoF) and Ministry of 

Taxes (MoT). The amendments included suggested reforms to VAT, income taxes, excise duties, 

property tax and simplified tax. This work was complemented by a supporting revenue impact 

analysis conducted by ST Econometrician Selcuk Caner and Local Economist Emil Guliyev. Dr. 

Caner presented economic models for revenue impact analysis to Zaur Fatizade, the Head of Tax 

Policy and Advisor to the MoT, and Yadulla Hasanli, the Head of Forecasting and Analysis 

Department. He also met with MoF officials to enhance their capacity in developing revenue 

estimations and impact analysis.  

 

Government procedure required the GOAJ to submit its assessment of proposed revisions to the 

Tax Code to the Majilis by May 15, 2008. Consequently, timing was critical if the amendments 

were to be introduced by the deadline. Initial discussions implied that MoF would fully support the 

proposed revisions provided MoT agreed; however, it actually emerged that MoT was not the 

stumbling block here.  
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Subsequent discussions with MoT revealed that they endorsed the bulk of the proposed 

amendments. All other Ministries also accepted the amendments, with the exception of MoF, our 

presumed ally. Consequently, the amendments were not introduced prior to the May 15 deadline. 

Apparently, MoF decided that a comprehensive review of the Tax Code should be conducted with 

a consolidated set of amendments introduced in spring 2009. The project suspects that MoF’s 

reluctance to move forward may be fueled by the desire to maintain the status quo until after the 

upcoming presidential election. 

 

Property tax assessment. In our discussions with MoT, Prof. Mirdamed Sadiqov, the Head of Tax 

Policy and Revenue Department enthusiastically endorsed a TIRSP-funded assessment of the 

implications of integrating the property and land use taxes. Currently, land and real estate objects 

(buildings and flats) are taxed under two different laws.  In addition, the tax imposed on physical 

persons is primarily administered by local governments, whereas the respective taxes on legal 

persons are administered by the Ministry of Taxes. While some improvements in collections have 

been seen in some of the taxes, valuation remains tied to Soviet-style formulae unrelated to market 

values. Furthermore, property identification relies on registration, which is problematic in terms of 

buildings and flats owned by physical persons, thus seriously limiting the tax base. 

 

TIRSP deployed ST Property Tax Specialist Jerome Anderson to study the current system and 

ascertain the feasibility of integrating the land and property taxes into an integrated ad valorem 

property tax. Mr. Anderson presented a preliminary report this quarter, summarizing the current 

state of Azeri property and land taxes, reviewing international best practice in property taxation 

and suggesting a pilot program to develop an improved property tax regime in Azerbaijan. The 

pilot study should ascertain the existing collection rates for all the property and land taxes to 

identify problems, analyze how best to construct the fiscal cadastre, and compare the values 

currently used in property and land taxation against market values to determine how the existing 

base differs from true market value. At the conclusion of the foregoing analyses, a law can then be 

drafted that moves Azerbaijan property tax closer to international best practice.  The law should be 

adopted by the end of 2008 so a phased implementation may begin in early 2009.   

 

Mr. Anderson will present his final report on the assessment early in the next quarter.  

 

Expected activities and outputs in the next quarter include: 

 

 Enhancement of the revenue impact analysis of the proposed PIT, CIT and VAT 

amendments (to be completed by Selcuk Caner and Emil Guliyev); and 

 Obtaining buy-in from MoT and Cabinet of Ministers for a pilot program that would build 

fiscal cadastres in at least two municipalities and develop computer-assisted mass 

appraisal (CAMA) models to value the properties.  

 

Public Procurement  

 

In April-May, TIRSP Public Procurement Specialist Simeon Sahadachny returned to Baku to help 

clarify for the State Procurement Agency (SPA) the project’s suggested revisions to the Public 

Procurement Law. The project’s suggestions would align the draft law with the WTO Agreement 

on Government Procurement (GPA) in terms of scope of application, use of electronic means in 

public procurement, central policy and oversight functions, professionalism, alignment of 

procedures/practices with international standards, and improved transparency and accountability. 

 

TIRSP received the draft amendments prepared by the SPA in June. Mr. Sahaydachny conducted 

an article-by-article review of the SPA proposals and provided commentary as to compliance with 

international best practices, omissions and enhancements. The proposed amendments prepared by 
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the SPA were positive and reflect in substantial ways TIRSP recommendations. However, 

considerable work remains to be done to align the Procurement Law with international standards. 

 

In addition to legal assistance, Mr. Sahadachny also examined potential activities for of SPA 

institutional reform, specifically on the collection of data for public procurement activities. Mr. 

Sahadachny’s assessment presented an overview of the salient features and principles of data 

collection in procurement systems, examined the existing situation in Azerbaijan as to the 

collection of public procurement data from the standpoints of statistics collection methods, 

validation and verification of statistics, data points and key statistical elements, and means for 

reporting statistics for different targets. Mr. Sahadachny’s recommendations for building a modern 

data collection and reporting system focused on scope and methodology, technology and 

automation, and organizational aspects. 

 

While TIRSP will assist with developing an institutional development plan, it will not provide 

direct assistance in all aspects of the plan. TIRSP can provide targeted assistance that includes 

development of the supporting regulations and procedural reform proposals in support of a more 

transparent, regularized procurement process and support for e-signature implementation that can, 

in turn, be applied to promote e-bidding through an automated, objective process. With respect to 

other activities, TIRSP will assist in coordinating with other donors and USAID projects to provide 

dedicated support aimed at implementing the above recommendations.  

 

Expected outputs/deliverables for the next quarter include: 

 

 Finalize SPA proposals to the Public Procurement Law and facilitate submission to the 

Cabinet of Ministers 

 Review and finalize institutional support plan based on finalized proposal 

 

Corporate Governance Strengthening 

 

SOE Law Reform. This quarter, Sanan Tapdigov, the Head of the Corporate Governance Division 

at MOED, expressed interest in seeking TIRSP assistance in the area of state-owned enterprise 

(SOE) reform. Mr. Tapdigov requested that TIRSP provide a detailed overview of various 

countries’ approaches to SOE structure and governance, followed by an overview of OECD SOE 

corporate governance guidelines, an assessment of compliance implications for Azerbaijan and a 

presentation of a draft SOE Law.  

 

Following a cursory review of the draft SOE Law, Mr. Tapdigov proposed that TIRSP hire a 

recognized senior Azerbaijani private sector lawyer to structure the law more in accordance with 

Azerbaijani legislative practice. This was not a criticism of the content of the law, but more a 

strategic suggestion. Mr. Tapdigov felt that the more the draft appears like an Azerbaijani law, the 

easier it will be to move it forward through the Cabinet of Ministers. In his words, if it appears to 

come from the outside, there will be greater resistance.  

 

Rumors abound that the State Committee on the Management of State Property (SCMSP) has 

developed an alternative draft SOE Law, although TIRSP has not seen a draft. The Corporate 

Governance Division of MED has strongly asked TIRSP not to reveal the CGD SOE initiative to 

the SCMSP as the CGD fears that SCMSP would attempt to kill it before it could gain the 

momentum. 

  

Company Law Reform. IFC has ostensibly taken the lead on helping the GOAJ develop a 

Corporate Governance Code and revise the Company Law as embodied in the Civil Code; 

however, no comprehensive Company Law amendments had been presented in the past two years. 

In a meeting with Simeon Djankov of World Bank Doing Business and Aliya Azimova of the local 
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IFC Office, Mr. Djankov indicated that two amendments to the Civil Code had been prepared by 

IFC and were submitted to the Majilis for passage in the spring session. These amendments were 

designed specifically to improve Doing Business scoring in this year’s assessment. TIRSP asked 

CGD to share these amendments, but the Division was reluctant to provide them for review. 

TIRSP ultimately received the amendments, but only after they had been adopted by the Majilis. 

 

TIRSP’s work on the SOE draft law has won credibility for TIRSP with the CGD. Mr. Tapdigov 

has agreed to the project providing a comprehensive review of the Civil Code/Company Law 

including a consolidated package of best practice amendments. This is a change in direction for 

CGD, who previously insisted this work be done by IFC. TIRSP has received and translated 

extensive GTZ recommendations prepared last year and analysis is pending. The project will begin 

identifying resources for this work next quarter. 

 

Outreach. The CGD is very interested in hosting a two day international conference on governance 

issues, with USAID support. The conference, to be held in Fall 2008, would focus on private 

sector corporate governance, company law and SOE governance issues. TIRSP has assisted CGD 

in applying for funding through the USAID FORECAST program. We have also suggested 

exploring co-sponsorship with and active participation in the Conference by the OECD. The 

FORECAST application is still pending; however, TIRSP CTO Paul Davis has indicated that he 

would approve an allocation of $30,000 to support the activity. However, there had been no formal 

communication to CGD that the funding has been allocated. In the absence of a formal funding 

commitment, no concrete steps have been taken to confirm OECD interest and plot the agenda, 

speakers and attendees. Work should commence immediately if the intent continues to be to stage 

this event this fall.  

 

Expected next quarter outputs: 

 

 Development of a consensus draft of the SOE law; 

 Review of the Task Force Corporate Governance Code recommendations (provided such 

have been released during the next quarter); 

 Wholesale review of Civil Code/Company Law provisions, development of TIRSP 

recommendations and draft language for presentation to CGD and the Task Force; 

 Formalize OECD Corporate Governance Conference plans and provide dedicated logistics 

assistance.. 

 

Property Rights Registration 

 

There has been no significant TIRSP activity on secured transactions (collateral) and cadastre this 

quarter, since the USAID SME Support through Financial Sector Development Project, has been 

the primary coordinator of this activity. However, TIRSP continues to monitor progress in these 

areas, as we expect these activities to be handed over by ACDI/VOCA as it winds down its project. 

 

Expected next quarter activities: 

 

 Monitor SSRRE progress on moving the Collateral Law through the formal submission 

process; 

 Include a discussion of the Collateral Law on the agenda of laws to be presented to Majilis 

deputies, Commission members and GOAJ representatives as part of the TIRSP/PDP 

training initiative; 

 Review the SSRE registry implementation plan if developed and released this quarter. 
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Institutionalizing Mediation 
 

This quarter TIRSP, under the leadership of mediation consultant Michael Palmer, developed a 

draft law for the mediation of domestic commercial disputes. The draft law is designed to promote 

the speedy, fair, and cost-effective resolution of business disputes, reduce the case burden on the 

Economic Court; and stimulate the development of a mediation system and professional 

infrastructure that business parties can use without filing a lawsuit in the Economic Court.  

 

In accordance with best practices recognized internationally by leading mediation organizations, 

the draft mediation law incorporates the principles of autonomy and self-determination, 

voluntariness, and interest-centered processes. The draft commercial mediation law provides that 

agreements reached through mediation are enforceable in and may be issued as orders of the 

Economic Court and envisions the creation of a mediation council as well as a panel of mediators 

authorized to conduct mediations in the Economic Court. It also requires that mediators be 

completely neutral and have no interests or conflicting relationships that could affect their 

neutrality.  

 

A key section of the draft law establishes that all mediation communications are confidential and, 

with limited exceptions, may not be introduced as evidence in a court proceeding. It also 

establishes qualifications for membership on the mediation panel and requires the mediation 

council to establish a mediation training program and to adopt a schedule of mediation fees. 

Finally, the draft law includes a code of conduct for mediators based on similar codes that have 

been developed in Europe, North America, and other parts of the world. 

 

The effectiveness of TIRSP mediation efforts largely depends on coordination with other donors 

and USAID partners. When the plans were developed to support this initiative, it was envisioned 

that FORECAST would fund the institutional development combined with the cadre of D & G 

partners mentioned above. It now appears that FORECAST will not be funding mediation, which 

calls into question the implementation strategy. 

 

A major constraint in moving forward on the mediation front is that there is no promoter of this 

initiative from within the GOAJ. MED is not the ministry who would take the lead. It would likely 

be the Ministry of Justice. Outside of WTO issues, we do not have a working relationship with 

MoJ officials. This would have to be cultivated for this effort to result in a successful passage of a 

Mediation Law. 

 

Activities expected next quarter: 

 

 Discuss with USAID the level of support for mediation contemplated going forward, if 

any. 

 IF USAID supports TIRSP pushing for passage of a Mediation Law, the TIRSP draft 

Mediation Law should be circulated among interested stakeholders, including the Ministry 

of Economic Development, the Ministry of Justice, the ICAC, and ABA/ROLI, for 

comment.  

 If a consensus draft is developed, TIRSP should work with ICAC to promote its passage. 

Activities could include seminars, roundtables and incorporating mediation as a topic in 

the planned TIRSP/PDP Majilis seminar. 

 

Streamlining Business Closure 

 

Bankruptcy law. This quarter, TIRSP fielded ST Business Closure Specialist Michael Palmer to 

follow up on recommendations posed by Dan Fitzpatrick in February and to prepare a draft 

Bankruptcy Law. Mr. Palmer began the assignment by circulating a discussion document among 
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key ministries and other stakeholders in the bankruptcy reform process. Titled “Helping Creditors 

Recover Their Claims: The Case for a Better Bankruptcy System in Azerbaijan,” the document 

explained the need for a revised bankruptcy law, summarized bankruptcy reform and 

implementation experience in other emerging market countries, proposed immediate, mid-term, 

and long-range goals, and suggested an agenda for the next part of the process. 

 

Mr. Palmer also prepared a draft bankruptcy law that addresses the deficiencies of the current law 

(e.g., clarifying deadlines and establishing clear sequences of time-bound acts, discouraging 

frivolous appeals, increasing recovery rates and adding provisions on cross-border 

bankruptcy);creates an independent bankruptcy office to administer bankruptcy cases and a 

bankruptcy specialization in the Economic Court; lays out a code of conduct for Bankruptcy 

Administrators; and promotes the development of a professional infrastructure for the bankruptcy 

system. 

 

Though Mr. Nuriyev initially requested this work, his division has no direct mandate to deal with 

this issue. It is likely that the main counterpart on bankruptcy and business closure issues would be 

the Ministry of Justice (MOJ) due to the civil procedure and court process requirements under a 

bankruptcy system. Mr. Nuriyev can make the requisite introductions, with USAID 

encouragement, however it appears likely that interest in the issue will abate once the Doing 

Business rankings are complete. Mr. Nuriyev was presented with the TIRSP overview paper 

described above, but has not yet  reviewed the proposed draft law. 

 

Business closure (non-bankruptcy). This quarter, Head of the Entrepreneurship Development 

Division Samir Nuriyev repeatedly voiced concern over the number of businesses that remain 

registered that are no longer active business enterprises. This appears to have been motivated by a 

desire to improve Azerbaijan’s Doing Business rankings; however business closure outside of 

bankruptcy has little, if no, effect on ranking. While business closure can be a cumbersome 

process, TIRSP’s analysis ultimately did not point to an immediate need to pursue amendments to 

the business closure process. The primary issue in the past had been attempts by Ministry of 

Justice (MOJ) officials to extract unofficial payments to close a business. With the January 2008 

establishment of a one-stop procedure for the registration of legal entities, this responsibility has 

been shifted from the MoJ to the MoT and has made business registration and closure easier and 

more transparent.  

 

Expected outputs next quarter: 

 

 Organize and complete a series of presentations on the bankruptcy proposals coordinated 

through the EPDD; 

 Distribute draft bankruptcy law to key stakeholders for review and comment and revise 

draft accordingly. 

 

Sanitary and Phyto-Sanitary Oversight (SPS) and Agricultural Policy 
 

This quarter, TIRSP continued activities in SPS and Agricultural Policy by fielding two short-term 

experts, Dr. Tom Deeb and Dr. Dyaa Abdou, to work with local experts and the GOAJ. Activities 

in these areas are summarized below. 

 

Sanitary and Phyto-Sanitary (SPS) Oversight 

Inspection training. In April, TIRSP supported the implementation of a joint USAID-USDA 

training on food safety inspections. Separate training sessions were conducted in Baku and in 

Ganja. The training reinforced key themes including WTO and Codex, the expectations of the 

international community, risk and science based establishment of standards and inspections, and 

how a multi-agency food safety system can be organized and how to improve its effectiveness. The 
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training was conducted within an overall context of helping the GOAJ improve domestic food 

safety, support exports and competitiveness by strengthening the inspectorates, and foster dialogue 

between the government, private industry, NGO,s and academic institutions. Private sector 

participants obtained a better understanding of the expectations/of trading partners and clients 

related to food safety systems and processes and inspections so that they are better prepared to 

compete as GOAJ enters the WTO. 

There were over 100 participants representing industry, government, academia, and the consumers 

union. The reference document included 12 inspection forms translated into Azerbaijani and key 

Codex guidelines for Sanitation and Hygiene. The post attendee survey results were extremely 

positive as well as the feedback from senior management in industry and at the Ministries. The 

Ministry of Health is looking to adopt variations on the translated inspection forms into their food 

inspection program once the new Law on Food has been approved.  

The success of this first training bodes well for the second joint USAID-USDA training on risk 

assessment scheduled for mid-July. This quarter, the TIRSP team and Dr. Deeb helped develop 

scopes of work for the trainer(s) and sent to USDA for distribution and recruiting. The team also 

began logistical preparations. 

Institutional capacity building of State Plant Protection Service. This quarter, TIRSP began work 

to publish a booklet on regulated and non-regulated plant pests, disease, and weeds. The booklet is 

designed to help the government improve control of these materials and improve trade by clearly 

defining what is prohibited by Azerbaijan. The booklet also supports key IPPC requirements. The 

booklet will include written descriptions, life cycle photographs, and drawings and will be 

provided to government officials, producers, exporters and importers.  The target date for 

distribution is September 2008.  

TIRSP is also helping the State Plant Protection Service develop a website focused on import and 

export requirements and processes for all plant and plant derived products. The goal of the website 

is to provide trading partners and industry with the information needed to import or export 

materials from Azerbaijan.  The website will also act as a key information portal for trading 

partners on any changes that are being made by the government with regards to plant protection in 

compliance with IPPC norms. The website will be in Azerbaijani, Russian, and English.  The 

target for deployment of the informational website is September 2008.  

The Service has asked for two additional publications that are outside of the original agreement but 

are consistent with TIRSP work in SPS.  These include a publication on the proper disposal of 

pesticides and a lexicon of Azerbaijani and English plant health terms. Dr. Deeb has recommended 

that TIRSP complete the first publication, review the results and then decide whether further 

support is warranted. 

SPS work plan review. The TIRSP SPS 2008 work plan has been reviewed by each of the 

ministries and comments were supplied and aggregated by MOED. There were upgrades and 

requests for increased support by AZSTAND. In addition, the MoH and MoA have asked for 

additional activities, although this was not reflected in the summary comments to the work plan. 

The SPS work plan was reviewed with key donors including World Bank, FAO, GTZ, and DTRA, 

and several potential areas of cooperation and mutual support were identified.  

Codex action plan. The execution of the Codex action plan has been delayed until the Government 

of Azerbaijan can establish which organization will be responsible for Codex. Indications as of late 

June point to the Ministry of Health. 

Public-private partnerships. TIRSP met with key industry leaders including Coca Cola, ADA 

Group (Almadi grocery stores), and BP to discuss areas of potential collaboration and support to 

help improve exports, competitiveness, and build public-private partnerships. USAID endorsed 

this initiative, though we recognize that it is closely linked to contemplated competitiveness 

activities. Next steps have been defined with each of the organizations.  
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Expected outputs/activities next quarter: 

 

 Conduct second USAID-USDA training on risk assessment.  

 Finalize activities in support of the State Plant Protection Service  

 Work with USDA and World Bank to increase awareness among senior government 

officials as to Azerbaijan’s performance relative to SPS norms. 

 Create a work plan for the Strategic Plan development with AZSTAND  

 Create an agenda and set a time for the supply chain scope meeting at Almadi  

 Meet with BP food safety and hygiene specialist to discuss collaboration in the area of 

food safety standards to improve domestic supply of materials such as poultry 

 

Agricultural Policy 

 

In June, TIRSP fielded Senior Agricultural Policy Specialist Dyaa Abdou to continue work begun 

in late 2007 by Dr. Richard Burcroff. Upon arrival in Baku and during Dr. Abdou’s introductory 

visit with Sevinj Hasanova, Deputy Minister, Ministry of Economic Development (MOED), 

TIRSP was informed that the Agricultural Strategy for 2007-2015 had been finalized and was 

awaiting signature by the President. Consequently, no further support from USAID was required 

on that document. This was an unfortunate turn of events, as several USAID-funded consultants 

(from TIRSP and elsewhere) had reviewed earlier drafts of the strategy and indicated the need for 

major revisions. 

 

However, in the same meeting, Deputy Minister Hasanova informed TIRSP and USAID of GOAJ 

efforts o prepare a document on “State Programme on Provision of the Population with Food in the 

Republic of Azerbaijan 2008-2015”, based on Presidential Order No. 2786 dated May 1, 2008. The 

Presidential Order requested that the Food Security Program (FSP) should be presented for 

Presidential consideration no later than August 1, 2008. The MOED was requested to coordinate 

the process of preparing the document under the supervision of the Cabinet of Ministers. Mr. 

Samir Veliyev, Head of Administration, MOED, acted as the focal point within MOED for the 

preparation of the FSP. Ms. Hasanova requested USAID technical support to review the document 

and provide necessary comments and revisions for its improvement before mid July. 

 

On June 20, TIRSP received a copy of the FSP with detailed tables of the Plan of Activities in 

Azerbaijani. The document was translated into English by June 23, so the team could make 

comments and suggestions for improving the draft document. Comments were submitted to the 

MOED on June 28.   

 

The comments addressed both general deficiencies in the document and gaps compared to best 

international practices. The review of the FSP concluded that the document should be 

systematically revised and major changes introduced before its submission to the President’s 

office. A time schedule was suggested for the revision of the FSP (mid July 2008), the preparation 

of general operation plan with core components/pillars (mid July 2008) and implementation plan 

(mid-September 2008). It was suggested that a sound and comprehensive Multi-Year Public 

Investment Plan could be finalized by the end of 2008.  

During the review process, several consultations were made with Mr. Veliyev and the 

comments/suggestions were introduced and discussed with Ms. Hasanova and the MOED team. 

Ms. Hasanova agreed in principle on the proposed time frame for the preparation of the 

revised/improved document with general operation plan.  

 

Expected outputs/activities next quarter: 

 Present final recommendations on FSP to MOED for their review and eventual 

incorporation into the final FSP document 
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 Follow up with MOED as necessary 

 
Infrastructure Reform 
 

Utilities Sector  

 

The utilities sector reform team, led by long-term Utilities Specialist Hasso Bhatia, has been 

residing in the offices of Tariff Council after the renovation of those offices has finished during the 

previous quarter. This quarter, TIRSP focused on restructuring of Tariff Council, initiation of a gas 

pilot in cooperation with Azerigaz, and continued work with the State Committee on Management 

of State Property.  

 

TIRSP continued to assist in reforming the regulatory, institutional, service, infrastructure, and 

other key elements in Azerbaijan’s provision of electricity, gas, and water utility services. In 

particular, the utilities team prepared and submitted all necessary documents to support a 

Restructuring and Strengthening Plan. In addition, the team organized a series of training sessions 

to Tariff Council staff on System Planning held in the middle of April. To develop tariff 

calculations and revisions, the team has requested the cost data from the Tariff Council. To prepare 

better for the ERRA Investment Conference in Budapest, the team requested and received 

extensive system data, which has later been put into a benchmark database.  

 

During the second week of April, the team assisted the Tariff Council staff in hosting and 

attending the Central Asia Regional Electricity Cooperation (CAREC) workshop in Baku. The 

team assisted the counterpart in understanding specific topics, such as calculation of life-line 

tariffs, tariff review procedures, discussion and group exercises in tariff setting and rate of return 

calculations. There is a critical need for Tariff Council staff development and training. Mongolia’s 

head of Tariff Department, Ms. Ganchimec Mujan, who attended the CAREC workshop, 

emphasized that their commission implemented the tariff review procedures and documents 

developed by Dr. Bhatia for Mongolia under Chemonics EPRC project and the procedures have 

been working well. The intention of the utilities team under TIRSP is to introduce similar rules and 

procedures here when appropriate organizational adjustments are made in the Tariff Council. 

 

During the third week of April, the utilities team participated in the ERRA conference in Budapest 

(April 21-25), which focused mainly on reforms in regulation, tariff design, market liberalization 

and consumer protection in the ERRA member countries. One of the benefits of attending the 

conference was an update on recent developments in the energy sector in the region.  During the 

conference, the utilities team met with the delegation from the Moldova Regulatory Commission 

and discussed the proposed study tour to Moldova for Tariff Council staff.  

 

In May, the management of Azerigaz, the state-owned gas distribution company, accepted the 

TIRSP proposal on conducting the gas pilot. The scope of the pilot project has been discussed 

during meetings with various key management officials. The company is working with the TIRSP 

utilities team, providing access to the staff, field managers, facilities, documentation and data. The 

workplan and the schedule for implementation of the gas pilot was submitted to Azerigaz during 

the third week of May. The utilities team visited the city-gate complex in Baku and Sumgayit, 

which were selected for the gas pilot. The team conducted preliminary inspections and had a series 

of discussions with the managers of the facilities visited. 

 

On May 22, TIRSP conducted the Electric Tariff seminar at the Tariff Council. The main 

participants of the seminar were Azerenergy, Azerigaz, Baku Distribution, SCMSP, and industrial 

large customers. A week later, the utilities team conducted two one-hour long training sessions for 

Tariff Council staff. The sessions covered such topics as an overview of gas system operations, 

including imports, transportation, storage and distribution, as well as the basic electricity 
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generation function, various types of power plants, capacity vs energy, peak demand, capacity 

factor, and load factors. The utilities team continued regular training sessions for Tariff Council 

staff until the end of June. The trainings covered various topics related to utilities and regulations. 

In addition, Azerenergy requested TIRSP to assist on tariff issues, in particular addressing VAT 

treatment in tariffs, social tariff methodology and loss accounting.  

 

Reports/assessments/presentations completed: 

 

 Gas Pilot Workplan and Schedule 

 Azerbaijan Fuel Energy Balance Projections 2008 to 2015 

 Azerbaijan Fuel Energy Balance Report 2008 

 Relative Benefits of an Independent Power Producer (IPP) over Native Generation 

 Water Sector Reform Briefing Paper 

 Moldova Study Tour Justification 

 Basic Concepts and Terminology Presentation (Tariff Council) 

 The Role of a Regulator 

 How a Regulatory Body Works 

 

In addition to formal presentations and papers, the TIRSP utilities team has continued to work on: 

 

 Analysis of electric and gas sector issues on structure, organization, sector unbundling, 

and recent  privatization/management contracting history, current status; 

 Assessment of gas and electric tariff issues and options in tariff reform; 

 Research in support of a new Energy or Regulatory Law; 

 An outline of an energy sector unbundling plan; 

 Consumer complaint and dispute resolution procedures, reviews of service quality 

standards, and identification of options and practical constraints; and 

 Barriers to reform and enhanced private investments. 

 

Telecommunications Sector.  

 

Early this quarter, short-term telecommunications expert William Garrison completed an 

assessment of the Azerbaijan telecommunications market. Mr. Garrison’s assessment revealed that 

even though the sector in Azerbaijan has achieved a significant degree of liberalization, the 

economic stimuli normally found in competitive telecommunications markets have not yet 

developed to an appreciable level.  

 

The Ministry of Communication and Information Technology (MCIT) appears quite enthusiastic to 

collaborate with TIRSP and requested assistance in the areas of WTO accession, regulatory policy 

(specifically costing methodologies, defining markets, determining dominance, etc), and e-

signature support. The Tariff Council may also require assistance on costing methodologies to 

support full tariff rebalancing and the development of cost-oriented service and interconnection 

charges. Related advice should address the use of rate benchmarking, structuring of a price caps 

regime, and the development of cost profiles for IP-based services, particularly in broadband 

environments. 

 

On the basis of the foregoing assessments and requests for assistance, Mr. Garrison developed a 

priority list of areas where TIRSP could help MCIT and the TC, including: 

 

 Scheduling of services and overall compliance with various Reference Paper principles for 

WTO compliance  
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 Developing proposed amendments to the Telecommunications Act with particular 

attention given to the structuring of the sector regulatory function in a WTO-compliant 

framework, achieving clear mandates of necessary regulatory authority, and ensuring the 

definition of proper roles for both the sector regulator and the competition regulator. 

 Administrative options for specific regulatory functions now carried out by various 

agencies that might be better reorganized in order to increase regulatory efficiency and 

responsiveness, particularly in the event of privatization of the state-owned operators.  

 Requests from MCIT and the Tariff Council concerning tariff rebalancing, pricing 

policies, costing methodologies, price caps and rate benchmarking; these issues are 

fundamental to the effective development of a competitive telecommunications market. 

 Defining markets for the purpose of determining dominance and significant market power 

  Expert review and comment regarding MCIT’s tender documents for the e-signature 

contractor. 

 Security and confidentiality management practices regarding data required for the issuance 

and maintenance of e-signatures.  

 

At the time of the assessment, USAID had planned to meet with MCIT within a week of 

distribution of the assessment report. This formal meeting has not yet occurred. The outcome of 

this high level meeting will assist in determining technical assistance priorities and expectations 

for support from the TIRSP project. 

 

Expected outputs/activities next quarter: 

 

 Delineation of a telecommunications work plan after consultation with USAID and MCIT. 

 Commencement of telecommunications support based on agreed upon work plan. 

 
Demand-Driven Trade and Investment Activities 
 

Customs Code Review 
 

During Ben Irvin’s customs valuation training, customs representatives requested a full review of 

the draft customs code. Their concern is that they have received technical assistance from a variety 

of sources over the course of the drafting of the Code such that there may be inconsistencies in 

methodology and content.  

 

Customs has been one of the most closed establishments in the GOAJ and is regarded as one of the 

most corrupt. An opportunity to influence the content of the new Code at the request of Customs 

could be a significant success story for the project. USAID has endorsed completing the review. 

 

A full translation of the draft customs code was co-funded by the American Chamber of 

Commerce and TIRSP and was received in July 2008.  

 

One issue is whether the review of the Code and our subsequent revisions will be supported at the 

higher levels of the administrations (COM/President’s Administration). Nevertheless, it is worth 

dedicating resources to the review given the impact effective revisions of the Code could have on 

customs practice. 

 

Brian O’Shea has been retained to do an off-site review of the Code. However, more LOE will 

need to be dedicated to this effort. TIRSP will need a consultant on the ground to discuss the 

changes with customs. Given the impact positive revisions could have on the business 

environment, if it appears that the revisions will be given due consideration, TIRSP should devote 

sufficient time to explaining the proposals at the various levels of the GOAJ and the Milli Majilis. 
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This could stretch to a 30 day assignment depending on how cooperative and engaged customs 

representatives may become. 

 

Activities/outputs next quarter: 

 

 Review the Code, translate the revisions and distribute to interested parties. 

 Schedule on site time to engage key customs counterparts to discuss the proposed changes 

and obtain buy-in. 

 Schedule further on-site time to coincide with submission to the legislative process for 

government relations activities. 

 Include topic for Majilis seminar held in conjunction with the PDP project. 

 

Cooperative and Municipal Bank Finance Assistance.  

 

In April Robert Vogel, short term municipal finance expert, and TIRSP local economist Fariz 

Ahmadov, local economist, worked together to assess access to financial services for those living 

in relatively isolated rural areas and to the poor. The basic question assessed was whether the 

benefits in terms of improved access to financial services outweigh the costs of what needs to be 

done -- in addition to fixing the credit union law -- in order to make credit unions viable 

contributors to rural finance. 

 

Three types of interviews were carried out:  (1) with officials of the credit unions and the credit 

union movement; (2) with officials of the National Bank of Azerbaijan (NBA), which is 

responsible for regulating and supervising credit unions along with banks and other financial 

entities; and (3) with participants in various programs, mainly those sponsored by USAID, that 

support the development of the financial sector. These interviews reveal an impressive 

understanding of key issues, but at the same time wide-ranging views on what needs to be done 

about the credit union law and, more generally, to support the development of credit unions and 

their potential role in providing financial services to groups that currently are largely unserved. 

 

A number of conclusions were drawn from the study: 

 

 The Credit Union Law should be revised based on the World Council of Credit Unions 

(WOCCU) model law, emphasizing a deposit-based credit union system, and risk 

management 

 The revision of the law should be a collaborative process between NBA, credit union and 

international donors with experience in cooperative and municipal bank finance. 

 There are clearly very major gaps in outreach into rural areas, with most villages lacking 

any kind of financial institution and with significant travel required to have access to 

financial services.   

 The major opportunities for expanding access to financial services into more rural areas 

appear to lie with MFIs and credit unions or the government’s planned initiatives with 

postal deposits and a new rural bank. 

 It is crucial to have a survey covering institutional credibility, specifically, what kind of 

institution(s) would rural inhabitants prefer for their deposits.  

 

The above core recommendations were forwarded to NBA for consideration. TIRSP does not 

envisage further activities under this project. Rather, further developments will likely be supported 

by the Financial Sector Support Program implemented by Bankworld. 

 

Activities expected next quarter: 

 

 None. 
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STAFFING 
 
Annex A shows the staffing chart as of June 2008. Mehman Rzayev, the local utilities sector 

advisor has left the project. Two interns have been added to the utilities team. 
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ANNEX A. AZERBAIJAN TIRSP ORGANIZATIONAL PLAN 

USAID Trade and Investment Reform Support Program in Azerbaijan Organizational Plan 
 

 
 

Chief of Party 
Darrell Brown 

Business and Investment 

Environment 

Local Experts 

Component II:  Trade and Investment Reform and Investment Environment 

Senior WTO 
Accession Advisor  

Farhat Farhat 

Component I:  WTO Accession 

 

Agriculture Policy and 

Standards Team 
Utilities Sector Team 

Deputy Chief of Party 
Fariz Ahmadov 

Utilities 
Sector 

Specialist 
TBD 

Senior 
Attorney 

Eldar 
Goyajev 
Lawyer 

Emin 
Ismayilov 

Tax Advisor 

Gulnara 
Huseynova 

Utilities Sector Advisor 
Hasso Bhatia 

WTO Team Coordinator 

Afgan Safarli 
Trade & Legal Expert 

Fikrin Bektashi 
Legal Expert 

Alida Mahmudova 
Legal Expert 

Azad Talibov 
Economist 

Emil Guliyev 

Local Experts Local Experts Local Experts 

Agricultural 
Economist 

 
 

Agriculture 
Sector 

Specialist 

Emin 
Dostyari 

 
STTA 

STTA 

 
Regulation 

Privatization 

 

Agricultural 
Policy 

Market 
Information 
Systems 

SPS 

STTA 

 
STTA 

 
Customs 

TBT 

SPS 

IPR 

Economic Modeling 

Services 

 

Business 
Registration/Lic
ensing 

Property Rights 

Investor 
Protection 

Competition 
Policy 

Tax Admin 

Tax Policy 

 

Operations Manager - Samira Heydarova 

Project Support Team 

Administrative and Financial Support Unit Technical Support Unit 

Finance & Accounting Manager – Asif Abdullayev 
Interpreter/Translator – Afgan Safarli 

Interpreter/Translator – Venera Gurbanova 
Office Assistant/Receptionist – Samira Gurbanova  

IT Specialist – Muslan Sharifov 

Public Relations Specialist – Sabuhi Hasanov 
Monitoring & Evaluation Specialist – TBD 

Training Specialist – Vusala Safarova 

(report to chief of party) 
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ANNEX B. DRAFT LEGISLATION SENT TO WTO SECRETARIAT 
 

Legislative Tracking Chart 

As of July 2008 

At President Office: 

Draft Legislation Legislative Process Project Review/Issues English 

Version 

1. Draft Amendments to the Law  

“On Copyright and Related 

Rights” No. 115-IQ, dated July 5, 

1996 

Adopted  Draft has been reviewed by Project. It 

introduces significant improvements. Few 

issues remain to be addressed to bring it into 

full conformity with TRIPS.  President 

Office Legal Dept agreed to incorporate 

most proposals except those dealing with 

enforcement. The Legal Department agreed 

to include such provisions in criminal code 

(Set II reform) 

Yes. Integrated 

in track changes 

into original 

Law. 

2. Draft Amendments to the Law 

“On Normative Legal Acts” No. 

761-IQ, dated November 26, 1999 

Adopted   Draft has been reviewed by Project. No 

issues. 

Yes. Integrated 

in track changes 

into original 

Law. 

3. Draft Amendments to the Law 

“On Currency Settlement” N. 910 

dated 21 October 1994 

Adopted   Draft has been reviewed by Project. No 

issues. 

Yes. Integrated 

in track changes 

into original 

Law. 

4. Draft Amendments to the Tax 

Code of the Republic of 

Azerbaijan, approved by the Law 

of the Republic of Azerbaijan 

No.905-IQ, dated July 11, 2000 

Adopted   Draft received by Project on October 17 and 

reviewed by project. There is no anything 

WTO related in the draft. The only issue in 

Tax code is equalizing excise taxes and it is 

still under discussion within the ministries. 

Yes 

5. Draft Amendments to Law of the Adopted  Draft has been reviewed by Project. It Yes  
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Republic of Azerbaijan “On State 

Duty ” No. 223-IIQ, dated 

December 4, 2001 

equalizes duties for IP services and solves 

National Treatment Problem. But, there are 

some minor MFN Treatment problems 

remaining unresolved. There is also issue in 

reducing licensing fees from aprx. 5000 

Manats to 200 Manats for all activities. But, 

this proposal has been recently rejected by 

Parliament. So, there is intention to 

eliminate it to 200 Manats for only activity 

license fees for import of alcohol and 

tobacco and it will be done through 

amendments to res. No 782  

6. Draft Amendments to President 

Decree 619 of December 26, 2001 

Adopted   No issue. To implement changes to Law on 

Currency Regulations related to fees on 

cash taken out of Azerbaijan.. 

Yes. Integrated 

in track changes 

into original 

Decree 

7. Draft Amendments to the Law of 

the Republic of Azerbaijan “On  

Viticulture and Wine-Making” No. 

208-IIQ dated October 19, 2001 

Draft sent to Presidents Office  Draft does not eliminate quota provision.  

President Office Legal Department agreed 

to eliminate quota provisions once it 

receives the Draft. Now, Project helps the 

Ministry to prepare new draft and it is 

expected by the end of this week new draft 

will be submitted to Cabinet of Ministries 

including quota provision deletion. 

Yes 

8. Draft Amendments Law of the 

Republic of Azerbaijan “On 

Customs Tariff” No.1064, dated 

June 20, 1995 

Draft sent to Presidents 

Office.  

Agree.  

 

At Cabinet of Ministers: 
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Draft Legislation Legislative Process Project Review/Issues English 

Version 

9. Draft Customs Code Draft has been circulated to 

relevant state bodies by Cabinet of 

Ministers and all ministries have 

given their comments  

Valuation, origin, IP border 

enforcement, and other relevant 

provisions (confidentiality, access to 

court, transparency, and payments) 

have been reviewed by Project and 

comments especially on Annex 2 of 

the code on valuation have been given 

to Customs Committee. All comments 

on valuation parts have been taken 

into account and new version of those 

parts have been sent to the Cabinet of 

Ministries. 

Yes, but WTO 

relevant parts  

10. Draft Amendments to the Law of 

the Republic of Azerbaijan “On 

Patent” No.312-IQ dated July 25, 

1997 

Draft at Cabinet of Ministers. Draft 

is ready to send to President Office  

Draft has been reviewed by Project. It 

introduces significant improvements. 

Few issues remain to be addressed to 

bring it into full conformity with 

TRIPS. Proposals have been discussed 

with Cabinet of Ministries and Patent 

Office and major proposals have been 

taken into account. Patent Office has 

prepared new version of draft 

amendments and sent it to again 

Cabinet of Ministries  

Yes. Integrated 

in track changes 

into original 

Law. 

11. Draft Amendments to the Law of 

the Republic of Azerbaijan “On 

Trademarks and Geographical 

Indications” No. 504-IQ, dated 

June 12, 1998 

At President Office  Draft has been reviewed by Project. It 

introduces significant improvements. 

Few issues remain to be addressed to 

bring it into full conformity with 

TRIPS. Proposals being discussed at 

Patent Office. 

Yes. Integrated 

in track changes 

into original 

Law 
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Draft Legislation Legislative Process Project Review/Issues English 

Version 

12. Draft Law “On Securing 

Intellectual Property Rights and 

Combating Piracy 

At Cabinet of Ministries. Draft has 

been agreed among relevant 

ministries.  

Project reviewed this Draft. It is 

largely a good Draft.  Additional 

suggestions for improvement have 

been provided. The draft is in Cabinet 

of Ministers and comments on draft 

from all Ministries have been 

collected and now are being integrated 

at Cabinet level. Project is in regular 

touch with Cabinet to keep draft’s 

compliance with WTO requirements. 

Yes 

13. Draft Law “On Protection of 

Rights of Broadcasting 

Organizations in Digital Network 

At Cabinet of Ministries. 

Comments from relevant ministries 

are being incorporated into the 

Draft.  

Draft has been reviewed. No issues. Yes 

14. Draft Law “On Technical 

Regulation” (new) 

Draft at Cabinet of Ministries. Only 

comments from Ministry of 

Emergencies is left.  After they 

submit their comments draft will be 

sent to Presidents office.  

This initiative in and of itself is a 

major improvement over the current 

regime.  SMPA accepted all 

comments provided by the Project. 

Draft is being circulated for consent to 

relevant ministries. It was submitted to 

Cabinet of Ministers on Monday. 

Yes. 

15. Draft Amendments to the Law of 

the Republic of Azerbaijan “On 

Sanitary and Epidemiologic 

Welfare” No.371 dated November 

10, 1992 

Draft at Cabinet of Ministers Draft was reviewed by Project.  

Project comments were discussed with 

MOH and reflected in current Draft. 

Draft submitted to the Cabinet of 

Ministers. 

Yes. Integrated 

in track changes 

into original 

Law. 

16. Draft Cabinet of Ministers 

Resolution “On Rules on 

Adopted. Draft and adopted Cabinet Resolution 

were reviewed. No issues. 

Yes 
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Draft Legislation Legislative Process Project Review/Issues English 

Version 

Determination of the Minimum 

Amount, Distribution and Payment 

of the Author’s Royalty for 

Reproduction of Works and 

Audiovisual Works from 

Phonograms for Exclusively 

Personal Purposes” 

17. Draft Cabinet of Ministers 

Resolution “On Declaration of 

Works to be Fallen Into  Public 

Domain 

Draft at Cabinet of Ministers. Draft has been reviewed. No issues Yes 

18. Draft Cabinet of Ministers 

Resolution “On Minimum Tariffs 

for Use of Subject Matters of 

Related Rights” 

Draft at Cabinet of Ministers. Draft has been reviewed. No issues Yes 

19. Draft Amendments to Cabinet of 

Ministers Resolution “On Rates of 

Customs Duties for Import and 

Export Transactions and Amount 

of Fees Charged on Customs 

Clearance in the Republic of 

Azerbaijan” No.80 dated  April 12, 

2001 

Adopted . Draft has been reviewed by Project. 

Ad valorem fees have been eliminated 

to comply with GATT Article VIII 

and were replaced with new fixed 

fees, which appear to be reasonable.
1
 

Yes. Integrated 

in track changes 

into original 

Resolution. 

20. Draft Amendments to Cabinet of 

Ministers Resolution “On the 

Rules for Customs Valuation 

Methods for Goods Imported into 

Adopted Draft has been reviewed by the 

project. Amendments provide 

marginal improvements. Nonetheless, 

this Resolution will have to be revised 

Yes. Integrated 

in track changes 

into original 

Resolution 

                                            
1 At some point, WTO Members may request justification for new rates. Cost accounting model is needed to support new rates. 
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Draft Legislation Legislative Process Project Review/Issues English 

Version 

and Exported out of the Republic 

of Azerbaijan” No. 7 dated 

January 12, 1998 

to be compatible with the anticipated 

“Draft Customs Code” 

21. Draft Amendments to Cabinet of 

Ministers Resolution “On 

Approval of the Rules of 

Determination of Origin of 

Goods” No. 202 dated November 

2, 2000 

Adopted  Draft has been reviewed by the 

Project. Amendments provide 

marginal improvements.  Nonetheless, 

this Resolution will have to be revised 

to be compatible with the anticipated 

“Draft Customs Code” 

Yes. Integrated 

in track changes 

into original 

Resolution 

22. Draft Amendments to Cabinet of 

Ministers “On Rates of Fees Paid 

for Currencies Taken of the 

Republic by Resident Physical 

Persons” No. 79 dated 17 May 

2002 

Adopted Draft has been reviewed. No issues Yes. Integrated 

in track changes 

into original 

Resolution 

 

At Ministerial Level: 

Draft Legislation Legislative Process Project Review/Issues English 

Version 

23. Draft Amendments to Decree of 

the President “On Further 

Liberalization of Foreign Trade in 

the Republic of Azerbaijan”  

No.609 dated June 24, 1997 

At Cabinet of Ministries   Draft has been reviewed by the 

Project.  Draft introduces significant 

improvements. MOJ and MOF 

provided positive opinion.  Draft was 

sent to MinFin for another round of 

review.  Draft expected to be sent to 

Cabinet next week.  

Yes. Integrated 

in track changes  

into original 

Decree 

24. Draft Amendments to the Rules 

“On Rules of Issuance of Special 

At Cabinet of Ministries   Draft has been reviewed by the 

Project. Draft introduces significant 

Yes. Integrated 

in track changes 
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Permission (Licenses) for Some 

Types of Activities” approved by 

Decree of the President No.782 

dated September 2, 2002 

improvements. MOJ and MOF 

provided positive opinion. Draft was 

sent to MinFin for another round of 

review. Draft expected to be sent to 

Cabinet next week. 

into original 

Decree 

25. Draft Amendments to the Law of 

the Republic of Azerbaijan “On 

Tobacco and Tobacco Products” 

No. 138-IIQ dated June 8, 2001 

Draft sent to Cabinet and returned 

to the Ministry of Agriculture for 

including amendments to eliminate 

quota authority and TRIMS.  

Draft does not eliminate quota 

provision and TRIMS. President 

Office Legal Department agreed to 

eliminate TRIMS and quota 

provisions once it receives the Draft. 

Now, Project helps the Ministry to 

prepare new draft and it is expected by 

the end of this week new draft will be 

submitted to Cabinet of Ministries 

including quota provision deletion. 

Yes 

 

SPS LAWS:  

Draft Legislation Legislative Process Project Review/Issues English 

Version 

26. Draft Food Law (new) or 

Amendments to the Law “On Food 

Products” No.759-IQ dated 

November 18, 1999 

At Cabinet of Ministries   Current law has been  analyzed by the 

Project.  Recommendations to amend 

the Law will be provided early this 

week.. 

 

27. Draft Amendments to the Law 

“On Phytosanitary Control” dated 

12 May 2006 

No Draft exists. Current law in being analyzed by the 

Project.  Recommendations to amend 

the Law will be provided next week. 
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ANNEX C. USAID SUCCESS STORY 
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ANNEX D. LEVEL OF EFFORT SUMMARY (Q3, 2008) 
 
 

Name: Description: Company 
Total 
Approved 
LOE: 

LOE Used 
through 
6/30/08: 

LOE 
Used 
Apr-Jun: 

Total LOE 
Remaining: 

 Anderson, R. 
Jerome  

 Property Tax 
Specialist  

 
Chemonics  

              
50.00  

               
32.00  

            
32.00  

          18.00  

 Brown, Darrell  
 Commercial 
Lawyer  

 
Chemonics  

              
27.00  

               
24.00  

                   
-    

            3.00  

 Burcroff, Richard  
 Senior Agricultural 
policy Specialist  

 
Chemonics  

              
30.00  

               
28.00  

                   
-    

            2.00  

 Caner, Selcuk  
 Econometrician 
and Tax Expert  

 AECOM  
              
27.00  

               
10.00  

            
10.00  

          17.00  

 Deeb, Thomas   (SPS) Specialist   AECOM  
            
140.00  

               
64.00  

              
4.00  

          76.00  

 DeGrande, Dustin  
 Chemonics Home 
Office Manager – 
Start-Up Specialist  

 
Chemonics  

              
13.00  

               
13.00  

                   
-    

                 -    

 Dimitroff, Thomas  
 Investment 
Attorney  

 EIF  
                 
4.00  

                  
4.00  

                   
-    

                 -    

 Farhat, Farhat 
Youwakim  

 Senior WTO 
Accession Advisor  

 EIF  
            
182.00  

             
116.00  

            
29.00  

          66.00  

 Fitzpatrick, Dan  
 Collateral Law and 
Privatization 
Specialist  

 
Chemonics  

              
46.00  

               
43.50  

                   
-    

            2.50  

 Garrison, William  
 Telecom Sector 
Specialist  

 
Chemonics  

              
19.00  

               
17.00  

                   
-    

            2.00  

 Hjort, Kim  
 SPS and TBT 
Specialist  

 EIF  
              
72.00  

               
71.75  

              
2.75  

            0.25  

 Hoffman, Tom  
 SPS/Food Safety 
Specialist  

 AECOM  
              
19.00  

               
19.00  

                   
-    

                 -    

 Irvin, Benjamin  
 Trade Remedies 
Specialist  

 EIF  
              
86.00  

               
83.00  

            
14.00  

            3.00  
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 Khadka, Rup  
 Tax Policy and 
Administration 
Expert  

 AECOM  
              
59.00  

               
55.00  

            
17.00  

            4.00  

 Laro, Marlene   Tax Lawyer   AECOM  
              
12.00  

               
12.00  

            
12.00  

                 -    

 Lewarne, Steven  
 Macroeconomist 
and Work Plan 
Advisor  

 AECOM  
                 
9.00  

                  
8.00  

                   
-    

            1.00  

 Lord, Montague   Senior Economist   EIF  
              
32.00  

                      
-    

              
1.00  

          31.00  

 Maier, Polly   IPR Specialist   EIF  
              
38.00  

               
32.68  

              
3.84  

            5.76  

 Millan, Hector  
 WTO Advisor & 
Tariff Negotiations 
Specialist  

 
Chemonics  

              
30.00  

               
30.00  

                   
-    

                 -    

 Moisseyev, Andrey  
 Modeling and 
Trade Information 
Expert  

 AECOM  
              
79.00  

               
79.00  

                   
-    

                 -    

 O’Shea, Brian  
 Customs 
Specialist  

 EIF  
              
65.00  

               
37.50  

              
5.50  

          27.50  

 Palmer, Michael  
 Business Closure 
and Mediation 
Specialist  

 
Chemonics  

              
27.00  

               
27.00  

            
27.00  

                 -    

Protasi, Juan 
Carlos 

Industrial Zone 
Expert 

AECOM 18 18 0 0 

Sahaydachny, 
Simeon 

Procurement 
Specialist 

EIF 64 58 20 6 

Schanck, Jeremy 
Chemonics Home 
Office Director - 
Workplanning 

Chemonics 14 14 0 0 

Schiffman, Steve IPR Specialist EIF 33 31 0 2 

Snelbecker, David 
Trade Policy 
Reform Expert 

AECOM 9 9 0 0 

Vogel, Robert 
Cooperative and 
Municipal Bank 
Finance Specialist 

AECOM 18 16 16 2 

Wright, Geoff 

Trade, Int'l 
Transaction, and 
Competition Policy 
Specialist 

AECOM 23 23 0 0 
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Zaldastanishvili, 
Diana 

Project 
Management 
Specialist 

Chemonics 20 20 0 0 

Zoll, Peter Investment Fund 
Governance 
Expert 

Chemonics 47 14 14 33 

TOTAL    1262 977.4 176.1 284 
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ANNEX E. PROJECT DELIVERABLES 
 
 
Azerbaijan TIRSP Project Deliverables 

Azerbaijan TIRSP Q3 2008 Quarterly Report 

  

Azerbaijan TIRSP Consultant Deliverables 

Customs Valuation Training Manual provided to Azerbaijan Customs Service. 

Draft Law on “Anti-dumping, countervailing and safeguard measures” 

Report (approx. 20 pages) detailing proposal to restructure Department of Foreign and Economic 
Cooperation at the MEDT. 

Report (approx. 8 pages) summarizing institutional needs for implementing the Law on Trade Remedies. 

Initial analysis of impact of proposed tax changes on revenue. 

Initial analysis of impact of proposed tax changes on other economic variables. 

Additional tax policy input flowing from the revenue impact analysis. 

Inputs into the assessment of modeling efforts and plan for modeling going forward.  This might include 
refinement of the input-output accounting model, and subsequent use of this as a platform for building a 
comprehensive CGE model. 

Revisions to the modeling. 

Revisions to documentation of the modeling. 

"Tax Code Amendments" - Explanatory note on legal reforms. 

"Azerbaijan VAT Implementation: The Way Forward" 

Power point presentation  

"Proposed Amendments to the Tax Code of Azerbaijan" 

Explanatory notes on legal reforms. 

"The Telecommunications Regulatory and Policy Environment in the Republic of Azerbaijan" 

Trip report detailing actions taken on each day of the assignment  

"The Law of the Republic of Azerbaijan on Public Procurements" - Draft amendments to the law on public 
procurements; and 

Report outlining specific proposals to modernize the system of collecting and reporting statistics on 
government procurement. 

Comments on current legislation regarding credit unions in Azerbaijan 

Action plan jointly developed with ACDI-VOCA on drafting and passing new legislation (whether 
amendments to current legislation or a brand new law 

Trip report summarizing findings, meetings, etc. 

AIC governance report that summarizes key aspects of the governance assessment (no later than June 
15th) 

Tabular analysis of the Draft Customs Code of Azerbaijan. 

Model legislation to establish Customs Body Appeal. 

Model legislation to establish Customs Bindings Ruling Unit (rules of origin) 

Organizational structure and functions of Customs Body Appeal. 

Organizational structure and functions of Customs Bindings Ruling Unit (rules of origin). 

Roundtable re Customs Body Appeal. 

Roundtable re Customs Bindings Ruling Unit (rules of origin). 

Package of revisions to the Law on Bankruptcy designed to increase the efficiency, speed and 
effectiveness of the bankruptcy process together with explanatory notes 
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Package of revisions to the provisions on voluntary business closure designed to increase the efficiency, 
speed and effectiveness of the voluntary business closure process together with explanatory notes 

Draft Mediation Law that reflects mediation best practices together with explanatory notes 

Mediation implementation plan that includes a design for establishing and developing a Mediation 
Association and proposes support in the form of mediator and business training on mediation best 
practices. The plan should identify partner organizations, their respective roles, responsibilities and level 
of effort and/or contribution to the implementation effort. 

Trip report which summarizes activities, accomplishments, recommendations and next steps in relation to 
bankruptcy, business closure and mediation.  

Memorandum highlighting the benefits of liberalization in terms of development of the non-oil sector in 
Azerbaijan 

Comprehensive draft report with detailed ASDS recommendations 

 
 


