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3-NOP 3-Nitrooxypropanol

AD Anaerobic Digestion

ADB Asian Development Bank

ADSEA Azerbaijan State Water Resources Agency

AFOLU Agriculture, forestry and other land use

AREA Azerbaijan Renewable Energygency under the Ministry of Energy of the
Republic of Azerbaijan

AERA Azerbaijan Energy Regulatory Agencynder the Ministry of Energy of the
Republic of Azerbaijan

ASCO Azerbaijan Caspian Shipping Company

AZAL Azerbaijan Airlines

bcma Billion Cubic Meters per Annum

BAU Businessas-Usual

Baseload Minimum level of continuous electricity demand that must be met at all

demand times

BTR Biennial Transparency Report

CapEx Capital expenditure

CBAR Central Bank of Azerbaijan

CCGT CombinedCycle Gas Turbine

CCs Carbon Capture and Storage

CCuUs Carbon Capture Utilization and Storage

CH, Methane

CQ Carbon Dioxide

CQeq Carbon Dioxide Equivalent

COP Conference of the Parties

CSO Civil Society Organization

DAC Direct Air Capture

DACS Direct Air Capture and Storage

Decarbonization

The process of reducing all greenhouse gas emissions through the use of
low-carbon energy sources and technologies.

DSM

Demand side management

DRI

Direct Reduced Iron

Q
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EAF Electric Arc Furnace

EBRD European Bank for Reconstruction and Development

Eq Equivalent

ETF Enhanced Transparency Framework

EV Electric vehicle

EVCI Electric vehicle charging infrastructure

FAO Food and Agriculture Organization

FbF Forecast based financing

F-gases Fluoridated Gases: refer to industrial gasses like Hydrofluorocarbons
(HFCs), Perfluorocarbons (PFCs), Sulphur Hexafluoride @MNitrogen
Trifluoride (NF3)

GDP Gross Domestic Product

GST Global Stocktake

GWP Global Warming Potential: describe theelative potency, molecule for
molecule, of a greenhouse gas, taking account of how long it remains active
in the atmosphere and is calculated over 100 years.

GEF Global Environment Facility

GHG Greenhouse Gas

GW Gigawatt

IEA International Energy Association

ICE Internal Combustion Engine

I0C International Oil Company

ILO International Labour Organization

Interim target

Refers to a milestone set by a country for reducing GHG emissions within a
specified timeframe before the final target date.r the context of NDC 3.0
interim target is set to 2035.

IPCC Intergovernmental Panel on Climate Change

IPPU Industrial processes and product use

IRENA International Renewable Energy Agency

LDAR Leakage Detection and Repair

LDES Long-Duration Energy Storage

Levelized 4EA AOAOACA AT OO0 1T &£/ OAAOAET C TTA «

Abatement Cost

lifetime of a decarbonization measure, considering both capital and
operational expenditures

Lever/measure

Abatementtechnology or method
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LTS Long-Term Low Emission Development Strategy

LULUCF Land Use, LandJse Change, and Forestry

MACC Marginal Abatement Cost Curve

MoEn Ministry of Energy

MoE Ministry of Economy

MoENR Ministry of Ecology and NaturalResources

MoU Memorandum of Understanding

MSW Municipal Solid Waste

Mt Megaton

Min Million

MDB Multilateral Development Banks

N.O Nitrous Oxide

NAP National Adaptation Plan

NAMA Nationally Appropriate Mitigation Actions

NCQG New Collective Quantified Goal

NDC Nationally Determined Contribution

Net-Zero A state where the amount of greenhouse gases emitted is balanced by an
eqguivalent amount removed from the atmosphere.

NGO Non-Governmental Organization

NHS National Hydrometeorology Service

NOC National Oil Company

OCGT OpenCycle Gas Turbine

OGDC Oil and Gas Decarbonization Charter

OGMP Oil and Gas Methane Partnership

OpEXx Operational expenditure

UN United Nations

UNDP United Nations Development Programme

UNECE United Nations Economic Commission for Europe

UNEP United Nations Environment Programme

UNFCCC United Nations Framework Convention on Climate Change

UNFPA United Nations Population Fund

o8T
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UNIDO United Nations Industrial Development Organization

PPA Power Purchase Agreement

PPP Public-Private Partnership

PSA Production Sharing Agreement

Pathway Scenario or trajectory that outlinespotential future developments in areas
like emissions, energy use, or climate impacts.

RCP Representative Concentration Pathways: a greenhouse gas concentration

trajectory used in climate modeling and research.
Reference Year A year used for comparing enssions to measure the progress. In the contex
of NDC 3.0 the reference year is defined as 1990.

R&D Research and Development

RES Renewable Energy Sources

SAF Sustainable Aviation Fuel

Scope 1 Emissions refer to direct greenhouse gasmissions from sources owned or
controlled by the organization

Scope 2 Emissions cover indirect emissions from the generation of purchased
electricity, steam, heating, and cooling consumed by the organization

Scope 3 Emissions encompass all other indirelcemissions that occur in the value
chain of the organization, including both upstream and downstream
activities

SDG Sustainable Development Goal

SOCAR State Oil Company of Azerbaijan Republic

SOE StateOwned Entity

SMR Steam Methane Reforming

T&D Transmission and Distribution

Target Year Refers to the specific year by which a country aims to achieve its stated
climate goals, such as reducing GHG emissions.

Theme Group of measures that outlines actions to reduce GHG emissions

™ Terawatt

VRE Variable Renewable Energy

WMO World Meteorological Organization
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Azerbaijan, like many other countries, is severely
impacted by the climate crisis, as evidenced by
rising temperatures, shifting weather patterns,
land degradation, water resource decline and
Caspian Sea level shallowingrhese changes pose
serious threats to its biodiversity, water
resources, and agricultiral productivity, which all
affect economic development and publievelfare.
In response, climate action strategies are being
updated, including commitments mentioned in
the NDC 2 reportsupplemented bythe NAP, to
address these challenges through robust
mitigation measures and  international
cooperation.

The NDC 2 report underscord the country®
pledge to reduce GHG emissions by 40% from
1990 level by 2050, conditional on additional
support such as financing and technology transfer.

13

The NDC 2 reportalsooutlined high-level sectoral
policies, particularly in energy, industrial
processes and prodct use (IPPU), agriculture,
land use, waste management, and forestry.

The development of the NDC 3.0 report is driven
by the need for more ambitious targets to reduce
GHG emissions in line with GST outcomes, and the
dual pillars vision of the COP29 Preskehcy, which
focuses on enhancing ambition and enabling
action. This revision addresses the limitations
identified in the NDC 2 report and aims to meet the
targets outlined in the Paris Agreement,
specifically limiting global warming to 1.5]C above
pre-industrial levels. The report aims to establish
more ambitious decarbonization goals and
present a forward-looking vision for emissions
reduction.
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The NDC 3.0 report features several significant updates and enhancements compared to the previous version
(Table 1)

Table 1. Summary of comparison between NDC 2 and NDC 3.0

Description of updates NDC 2 NDC 3.0

Sets the target to reduce
More ambitious targets emissions by 40% by 2050
compared to 1990 levels.

Aims to reduce emissions by
40% by 2035 compared to 1990

Distributes emissions in four Energy sector splits further into
Increased level of sectoral . .
ranularity sectorsz energy,agriculture, power, oil and gas,
g industry and waste. transportation , and buildings.

Includes cross-sectoral
mitigation measures and
assesses the environmental

Clear mitigation plans per
sectors and implementation

Outlines sectorspecific
mitigation plans and

roadmap impact of sectors. implementation roadmap.
Reference yearl990 emission
levels updated corresponding to
Sets reference year as 1990 latest IPCC guidelines.
Reference and baseline year = takes into accountbaseline year Sets baseline year as 202
of 2016. provide greater precisionfor
projections and impact
estimates

MORE AMBITIOUS TARGETS

As a developing country, Azerbaijan aims to balance several so&@oonomic factors such as economic
growth, social wellbeing, and environmental sustainability, ensuring that decarbonization efforts align
with long-term prosperity and sectoral advancementNDC 3.0 report sets more ambitious targets, aiming
to reduce emissions by40% by 2035 compared to 1990 contingent to specific conditionalities. The
conditionalities include enhanced financial resourcesinternational financial support (e.g.,concessional
loans, private sector investment) technology availability, technology transfer, increasedechnology
maturity level, capability-building support, and availability of absorptive capacity of forests and other
ecosystems(Figure 1).

14
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Figure 1. NDC 2 vs. NDC 3.0 emission target, MtG€éq

Emission target update (NDC 2 vs. NDC 3.0), MtCO,eq

85?2

W Reference year | Target years

1990
NDC3.0

1990
NDC2

2050
NDC 2

2035
NDC3.0

+Xx%

U $AOAOI ETAA #1171 OOEADOOEI

Change compared to 1990 level, %

Conditional on:

* Financial support® (e.g,
RES installations, grid
upgrades, EV
infrastructure)

* Technology availability
(e.g., alternative fuels for
aviation)

* Increased technology
maturity level and
transfer (e.g, installation of
electric heat pumps)

1. Reference emissions level for 1990 and target emissions level for 2035, including absorptions from LULUCEF, are based on the NDC 2 report

2. 1990 emission level updated based on latest IPCC guidelines

3. Large-scale decarbonization projects may require further financial support

Source: Azerbaijan NDC 2, 2023

INCREASED LEVEL OF SECTORAL GRANULARITY

o8T

NDC 3.0 report provideshigher granularity compared to NDC 2 reportand introduces comprehensive,
sector-specific strategies, addressing the unique challenges and opportunities within seven key sectors:
power, oil and gas, buildingsindustry, transportation, AFOLU, and wastéFigure 2). This approach not
only facilitates more targeted ad effective policymaking but also enhances feasibility of national climate

goals.

Figure 2. Comparison of sectoral emission distributions in NDC 2 and NDC 3.0

NDC 2, 2016 figures NDC 3.0, 2022 figures (baseline)
I oo

Total
sy
AFOLU*

Industrial processes

Waste 2%

100%  Total

0Oil and gas 3
Power
Buildings?
Transportation
Industry
Waste

AFOLU*

13%
o4

28%
21%
14%

13%

1. Energy sector assumes to contain power generation, oil and gas, buildings and transportation as components as reported in NDC 2

2. Buildings includes heat generation
3. Includes emissions from upstream oil and gas
4. Agriculture, Forestry and Other Land Use

Source: Azerbaijan NDC 2, 2023, Biannual Transparency Report (BTR)
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CLEAR MITIGATION PLANS PER SECTORND
IMPLEMENTATION ROADMAP

The NDC 3.0 report outlines mitigation plans and
implementation roadmap for each sector,
emphasizing the involvement of multiple
stakeholders and outlining necessary resources,
including technological advancements. Iprovides
clear pathways, action plans, and required
conditions, focusing on measurable and impactful
outcomes.The report emphasizes the importance
of both public and private sector financing, along
with extra support and cooperation to effectively
mobilize resources for these ambitious climate
initiatives. This strategic approach not only aligns
with the country® commitments under the Paris
Agreement but also strengthens its policies for
robust, sustainable development and global
climate action cooperatio.

16
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REFERENCE AND BASELINE YEAR

In the context of NDC 3.0, the emissions baseline
year for estimating reductions has been updated
from 2016 to 2022, and the 1990 reference year
emissions level has been revised according the
latest IPCC guidelines. This update enswsdhat
GHG emissionsreduction pathways for each
sector are based on the most accuratand recent
data, thereby providing greater precision for
projections and estimates for the impact ofevers
and enabling the establishment of more realistic
and ambitious climate goals for AzerbaijanThis
update also includes an estimation of the
resources required to achievehis target.



Azerbaijan’s NDC 3.0



c8. AOEIT T Al

o8T

#1 1 OA@O

7w

co8pB8l COAPEEA AT A o1 BbOI AOEI

~

GEOGRAPHIC PROFILE

Azerbaijan is located at the crossroads of Eastern
Europe and Western Asia, bordered by the
Caspian Sea to the east] Tkiye to the southwest,
Russia to the north, Georgia to the northwest,
Armenia to the west, and Iran to e south.

Covering an area of 86,600 square kilometers,
Azerbaijan features a diverse topography,
including the Greater Caucasus Mountain ranga
the North, the Lesser CaucasuMountain rangein
the South and expansive central flatlands. The
country alsohasan 825-kilometer coastline along
the Caspian Sea. Approximately 60% of the
country is covered by mountains and 40% by
lowlands and plains The total forest coverage
constitutes 12.19% of the overall area(Figure 3)2

Figure 3. Key indicators of Azerbaijan

Area
86,660 km?

Mountains

60%

Lowlands and plains
40%
(Forest cover)

(12.19%)

Azerbaijan® location allows the country to
experience a diverse range of climatic zones. The
Greater Caucasus Mountain range shields the
country from cold air masses from the north,
resulting in milder winters in most areas. Ths
region also receives the highest amount of
precipitation in Azerbaijan, fostering lush
vegetation compared to the more arid regions
elsewhere. In contrast, the central flatlands,
including the Kura-Araz Lowland, have a semi
arid to arid climate, characteized by hot summers
and mild winters. The Caspian Sea coastline,
including Baku, experiences a more temperate
climate with mild, wet winters and warm, dry
summers, influenced by the moderating effect of
the Caspian Sea.

2 The State Statistical Committee of the Republic of Azerbaijan
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POPULATION PROFILE

The country's population has been growing
steadily? driven by economic conditions,
migration trends, and government policies. As of
the end of 2023, the population is estimated to be
approximately 10.2 million (mIn) and is projected
to grow by about 6% by 2030. The demographic
profile reveals a relatively young population, with
approximately 60% under age of 40(Figure 4)3
Significant government reforms and various
incentive programs have positively impacted

.AOETTATTU $AOAOCIETAA #11 OOEAOGOEII
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education and healthcare, leading to an enhanced
quality of life and increased life expectancy.

The urbanization rate has also been rising, with
55% of the population now living in urban areas,
primarily in major cities such as Baku, Ganja,
Surmgait, and Mingachevir: This trend is expected
to continue. Baku remains the most populous city
and serves as the country's economic, cultural, and
administrative center with a population of more
than 2 min people & of the end of 2023.

Figure 4. Population growth and population demographics

Projected population change in AzerbaijanfiPopulation demographics in Azerbaijan

age groups in 2023, %, (Million people)

Million people
+xx% Change compared to 2023 level, %
10.8
10.0 +6%
2019 2023 2030

Source: The State Statistics Committee of the Republic of Azerbaijan

60+

age
15%
(1.5)

0-19

40-59 | 25%
age | 26)

20-39

3 The State Statistical Committee of the Republic of Azerbaijan
4 Azerbaijan 2030 National Priorities for Socio-Economic Development
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Azerbaijan is confronting significant climate- OAAOAA EAAO AAOI OPOEI T h A
related issues. Predictions of substantal Ax AOAT AOO AT A POADPADAAT AGO
temperature increases threaten vital sectors such

as AFOLU and energy, underscoring the critical Water and sea level

need for immediate and effective climate action.  \yater resources are under significant stress due

CURRENT SITUATION AND PROJECTIONS to climate change. The uneven distribution of
water resources, combined with increased

Temperature evaporation rates and river flows, has reduced

AUAOAAEEAT 80 xAOAO OAOI OOA
15% over recent decades’ These further strains

water availability and exacerbates water scarcity

issues, particularly critical for the AFOLUsector,

which relies heavily on irrigation. Furthermore,
precipitation in the country as a whole decreased

by about 3.4% over the last 10 years, compared to

the climatic normal of 1971-2000, further
contributing to water stress?®

The climate d Azerbaijan is strongly influenced by
its geographical position, relief, and the Caspian
Sea. Over the past 23 years, theverage

temperature increase across the country has
reached 1.1C. In 2023, the average temperature
rose to 14.6)C, which is 1.9C hgher than the

norm. The highest average temperature in recent
decades was recorded in 2010, reaching 14185

Heat waves . .
Furthermore, the Caspan Sea, which borders

4EA MEOANOAT AU ¥ &A rerAi AROA Azefdiiah Ois experiencing sea level changes.
PDOI T TTCAA PAOET A0 1 £ Ag&dtshdiasshawa comtiiiuér deelilieAWdtE #10
I AGOET ¢ OEOAA 1T 0 11 OA aNerape@iop @nidee thAn twi mete in thedaStE
OAI PAOAODBOAOD A @ZABAG E 1 @E &Adarg mainly due to decreased river inflow and
OEGCT ENEAAT O1 U ET OEA " AWhQeased eyadpdrtion duepodiging temdratureOi A A O
I £/ EAAOXxAOA AAUO EIT AOAAédiotger geadgical facters. ArpisUddcling jposeaS E A
pw@wwn DAOET A O Z g driaks @ caajtal ipfrastsysture and ecosystems.
50AAT AOAAO OOAE AO " AE#&coflipp fOgoBal Belichndatkd Teven ismasl
DOTT1T 01 ARA AEAADOAGARO L Adingedidsealdvelz such as 2 millimeters per
AEEAAOR xEAOA OOAAT AOA Aér £cardlkad 3E thd gradualAlgst Of copstdl E C E /
OAI PAOAOOOAOG OEAT OEAEOwaladdsOiSddh A Ehanges O theaten  doasiklA O
AAAAOOA T &£ EOI AT AAOQEOE dfftroctuk,] Aecodystdms,i GuitA TeEOJOMBE T 1
I £ OEA AEOU jA8Ccs8h EI AOA®EdOEAD doeased shlinif dsfuded | EE
DAOAI ABGEY8 EIT AOAAOAE E dhadtdto AndOdhaenges for watedependent
OAT PAOAOOOAOR 1 AAAET ¢  OiustrigsiamommadtesN OAT O AT A
ET OAT OA EAAOxAOAO8 4EAOA, ()AI’I Dé\OAOC)ﬁ)A ET AOAAOGAO
AOAE ERDAOOI 6 ET  EE TEMIA coé’MB KBRS apC, £AIGEIORNGS
Ei 11 AOOAOR OOOAET EAAI O&dAGHR Ry @Rdd ffn didats-refitbdA OAA O
AT AOGU  AATI AT A AOA Ol caubidhdsC the! fiequekef Ao Avliich has
' AAEOET T A1 IAUN ADBRDI O A lifledsed d*tét@e&@@?@vb décades. The country
AEEAAOC ACOEAOI OOOAR OAAQ Adicutardy Qdirferab @A dvdrideAdnd fashUh Al
EAECEOAT OEA OEOE 1 £ x HodslTEW® h hatEO QGRER O sub@iAiOOET
AAT OUCOAT O Al A EOIAT = OAfdttubirc’dbria@e8paribdefy idReQentl
| EOECAOA OEAOA EIDAAOO 4nl Hiknéabidn rdhibrsidrbcBrityedts. OOAAT
COAAI OPAAAOGh Ei AOEQEDOC OAOEI AET C A

Average monthly rainfall in the country shows two

distinct peaks, with increased amounts in spring

5Mir’1istry\olc Ecology and Natural Resources of Azerbaijan Republic o . .
61 UAOAAEEAT 80 &1 OOOE . AOGETTAI #1111 01 EAAQCETT OI OEA 5. &%
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and fall seasons Intensity of rainfall events is
increasing with rising temperatures, with the
annual precipitation of 491 millimeters in
Azerbaijanin 2023.7 In various regions across the
country, while some areas experience several
times the average monthly rainfall, others receive
significantly less than the monthly norm. This
indicates variability and potential risks to
agriculture, water resources, ecosystems, human
health, infrastructure and economy.

Frequent landslides and mudslidesalso occur,
particularly in the mountainous regions, which
exacerbates the impact of heavy rainfall and
flooding. Over the past decade, more than 200

recorded landslides have affected rural
communities and disrupted transportation
networks.

Yyl OEA 1T AOO om UAAOON

xETBOO ET AOAARAAL I At OEHRI
I £/ AOI OCEOO EAO
AABUGIAOAOA AAI AcCA Oi

AOAOI ETAA #1171 OOEAOOEIT o8m
potentially reducing crop yields and increasing
agricultural water demands. This scenario
suggests a grim outlook for rainfed agriculture,
which may suffer disproportionately.

Inland fishery, such as those in the Caspian Sea,
are under significant pressure fom changes in
water levels. These pressures arise from human
activities like damming, water extraction, and
climate change, directly impacting fish habitats.
Even relatively small changes in water levels can
lead to habitat reduction, affecting the
biodiversity and productivity of inland fisheries. A
habitat reduction in inland water bodies like lakes
and seas can lead to noticeable declines in fish
populations, which are crucial for food security
and the livelihoods of communities depending on
these resources.

OTII:aeAenefg Sfe%o& Hhicﬁ-’mﬁ'nlyéqﬁe\é on gas Aor AOU
RUE R F__LCfioin iInstead of high-emission fuels

ET ADA A& d%Se chillgnoes |freny theyising tempesayies
A C OBOBAEE MY glmqteoch%\%eA Urkag ;ageas,

OEi AR OEA 1061 ARO 1 & EAPRUCUAER P%‘? aE/I&'ESe'y]gr tp oe)l;ﬂper_‘énéem

OOEDI AA | OAO OEA PAOO pfh{‘_teh'ﬂ?ﬂe JEH 66‘6'%%@%? oxoil 'ngEtZXEi N

i AETT U T ADADODREEN OO Al '%Ier ctficgyedgrpand. This surge in gm?‘“

AOARGE AAADBEO DEAT T A7 1 iU )E%%ai%%ec”ﬁ?ﬁyAC8F‘S“F"P“°” uring

A OAA O 8AO % Al | 8 pea summer mont S, stralnlng energy
generation systems and highlighting the

Climate change significantly impacts multiple
sectors, with agriculture and power being the
most affected.

Agriculture, a vital sector that empoys over 33-
35% of the workforce? is significantly threatened
by climate change. The sector's productivity is
expected to decline due to direct impacts such as
changes in, temperature, and precipitationand
indirect effects, such as altered water availability,
soil erosion, and shifts inpest dynamics.

Climate change is expected to exacerbate water
scarcity, impacting both crop yields and irrigation
practices. Rising temperatures could severely
impact crop viability by increasing the frequency
i £ AAUO xEOE

OAi PAOAOOOAD

inefficiencies caused by heat stress on such
systems  Moreover, hydroelectric  power
generation may continue toexperience acapacity
reduction due to decreasng water flows from
accelerated glacial melting and increased
evaporation rates. Therefore, robust, longerm
low-emission development strategies arecritical
to enhancing the sector's resilience and
adaptability to the impending changes driven by
global warming.

AAAAAET C ocuvJd#h

” National Hydrometeorology Service under Ministry of Energy and Natural Resources
8 Ministry of Ecology and Natural Resources of Azerbaijan Republic
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In alignment with its commitments to the Paris 41 DOAPAOA .1 0h OAOAOAI E
Agreement, particularly Article 7 on adaptation, ET OAOT AOET T Al Al Ei AOA OAAIT
Azerbaijan is implementing a comprehensive AOOAOO | UAOAAEEAT 60 OOIT A

range of measures to enhance resilience against AEAT CA8 #OOO0OAT 01 Uh OEA Al «
the adverse effects of climate change. These EECEI U 001l A0AE AO AOABIAT AOA
measures include the development of the Naticad EO TAETT U AOOOEAOOAA O E
Adaptation Plan (NAP) 1 EIl EOAA xAOAO O1 OOAAOHR AT 4

. . io n A s < A .. .. OEAO EAOA I AAODOOAA EI OAAA
9 S AA?OOW?ACQ’OA% AV GHRGAIR - OAT OEOEOA  AOA
AFPEIACA  OAOEI EAl AAD ”’bAoﬁ' : AQJ% AL dER Gl BOOAIT A S
bl AI'l EIT €8 4EEO DPOIT AAOO I% %IDIE%EEO ékhhAAé%OEll fEOé
I 1T AAI AT A ET OAOT AOGET 1T Al IO'@'Q O@Eé

A
AAAPOAOGETT 1T AACGOOADROIADRA 2%%@%%@ Lé’%&%)%%l OQ%ADOB c O

Table 2. Climate change vulnerability index in regions of Azerbaijan by 2041 -
2069, high (yellow), high to very high (red), and very high (brown) 10

Region Vulnerability index

Azerbaijan Republic 0.62

Baku 0.57

Nakhchivan 0.56

Absheron-Khizi S oe4
Mountainous Shirvan 0.60

GanjaDashkasan A -
Garabagh o067
GazakhTovuz - o0e
GubagKhachmaz 0.63

Lankaran-Astara . oe
Central Aran . o0e8
Mil-Mugan o072
Shaki-Zagatala - oe4
Eastern Zangazur . om’
Shirvan-Salyan o

7! 4%2 2%3/ 52# %3

#1 Ei AOA AEAT CA AAT AAOGARAAIT U I EAEAGKHA WERONOAKE AA BA @D
i £ xAOAO OAOI BOAAO ABA ACCGHASIEMDMIEGRRIOA ABAGT AT AL
AOANOGAT AU T £ AOI 6CEOO ADOTMEIAADOADES IChOEBRADEE QEIOE A
OEOET C pi pOI AGET 1T h AAOGAT T i AT O I £ OAOET &0

10 National Adaptation Plan (NAP), 2024
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Table 3. Considered adaptation measures for water resources in Azerbaijan

Area Adaptation Measures

1 Construct water reservoirs to ensure water supply across

different seasons

Reconstruct irrigation canals to minimize water losses

Utilize alternative water sources forirrigation, including

treated wastewater, collectordrainage waters, and

seawater

1 Implement agrotechnical measures, such as prioritizing the
cultivation of drought-resistant and low water-demanding
crops to enhance water use efficiency

1 Improve water accourting, promote economic regulation of
water usage, educate water users, and implement other
necessary measures to encourage water conservation
practices

1 Apply sciencebased, zonally differentiated, and ecologically
sustainable irrigation norms, technologies and techniques

1 Restore coastal Tugay forests, plant sedtabilizing shrubs,
establish antierosion forest strips along irrigation
networks, and create forest buffers along collectedrainage
systems

1 Implement protective and preventive measures, includig
flood forecasting, upgrading flood protection infrastructure,
and early warning systems

E |

Irrigation

I Modernize existing infrastructure to reduce losses and
ensure efficient water supply

1 Conduct research to predict riverbed erosiorprocesses in
river valleys where irrigation facilities are located

1 Reuse waste, such as activated sludge residues, generated
wastewater treatment plants

Potable water supply and 1 Expand capabilities for environmental monitoring in water

sanitation supply and wastewater management systems
1 Open up more opportunities for recycling and repurposing
wastewater generated during water supply processing and
wastewater disposal
1 Optimize the use of potable water in industrial applications
to eliminate water shortages
I+ 2)#5, 452!, ' #4) 6) 4) %3

Agricultural productivity may decrease due to increased temperatures, the severity of droughts and
floods, desertification, and an increase in soil salinity caused by climate change. Examples of this decrease
include reduced productivity in livestock production, decreased labor productivity due to heat stress,
diminished pasture productivity, and changes in crop yield.

In Azerbaijan, two main strategies are being considered to mitigate the negative effects of climate change
on agriculture: the sustainable use of agcultural land and irrigation water, and adaptation to climate
change in crop production and animal husbandry
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SUSTAINABLE USE OF AGRICULTURAL LAND AND IRRIGATION WATER

Climate change affects soll fertility and freshwater resources, necessitating measasrto restore, enhance,
and protect soil fertility and ensure water efficiency in irrigation systems. These measures range from
awarenessraising activities to scientific research aimed at increasing technological capabilities and
advancements

ADAPTATIONTO CLIMATE CHANGE IN CROP PRODUCTION AND ANIMAL HUSBANDRY

The significant increase in average annual temperature impacts both crops and livestock. Consequently,
specific activities and awarenessgaising campaigns must be implemented to adapt to climate chge and
sustain agricultural productivity (Table 4).

Table 4. Considered adaptation measures for agricultural activities in
Azerbaijan

Area Adaptation Measures

1 Increase awareness of agrotechnical rules in agricultural
production

1 Optimize crop mix for climate conditions and grazing norms,
establish soilprotection forest strips

1 Promote the adoption of advanced cultivation techniques

that ensure soil fertility conservation

Expand the use of modern irrigation methods in agriculture

Educate stakeholders on the cultivation of crops with low

water requirements

1 Raise awareness of preserving soil moisture accumulated
during winter and implementing resource-efficient
agrotechnical practices

1 Expand scientific research focused on developing new
drought-resistant crop varieties

Sustainable use of
agricultural land and
irrigation water

=a =4

1 Increase awareness of the cultivation of droughtesistant
plant varieties andbreeds and the assessment of the
amelioration of cultivated lands

1 Implement pilot projects focused on preserving the genetic
sources of local plant varieties and breeds at risk of
extinction and expanding their cultivated areas

Climate change adaption in 1 Expand theselection of plart varieties and breeds resistant

crop production and animal to heat, drought, and soil salinity

husbandry 1 Promote the establishment of greenhouses, including smart
greenhouse technologies, supported by educational
campaigns

1 Promote the development of integrated agroforestry
systems supportedby awarenessraising activities

1 Encourage the adoption of innovative technologies in
agricultural production
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Recent studies indicate a steady decline in Caspian Sea levels compared to the early 1990s, primarily

attributed to decreased river inflow and increased evaporation rates due to rising temperature§-igure
5). Consequently, the coastal zone of the CaspiSea, which is biodiverse and houses key infrastructurg
such as ports, industrial facilities, and transportation networksz is becoming increasingly susceptible to

the negative effects of climate change

Figure 5. Caspian Sea levkin 1922-2023, mean meter sea-level change in Baltic

Sea height altitude system (mBS)

Caspian Sea Level from 1922 to 2023, mBS
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In response to these risks, adaptation measures,
such as adopting an early warning system, are
being developed for integrated coastal zone
management, biodiversity conservation, and
infrastructure protection.

EARLY WARNING SYSTEM VIA AUTOMATING
HYDROMETEOROLOGICAL MONITORING
NETWORK

The primary adaptation measure involves
comprehensive technical nodernization of
terrestrial meteorological observation systems to
establish an early warning system for climate
sensitive sectors. Key characteristics of these

26
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technical advancements include modern data
processing methods, improved communication
channels, and automated meteorological

complexes. The expected outcomes from this
system are i) strengthened delivery models for
climate services through policy and financial
frameworks and improved climate data

governance, ii) enhanced observations and
predictive modeling of climate and its impacts to
improve forecasting and develop urban climate
services, i) improved dissemination and

communication of climate risk information and

multi-hazard early warnings; and iv) increased
capacity for climate risk managemento respond

to climate hazards(Table 5).

o8T
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Table 5. Outputs and activities to be conducted to strengthen climate
information and multi -hazard early warning systems for increased resilience

Outputs

Strengthened delivery model
for climate services

Enhanced observations and
predictive modeling of
climate and its impacts

Improved dissemination and
communication of climate
risk information and early
warnings

Increased climate risk
management capacity

27

Activities

Strengthen institutional, policy, and financial frameworks
for climate services
Advance climate data governance and risk knowledge

Increase capacity and equipment for observations and
monitoring

Improve weather, water, and climate modeling and impaet
based forecasting

Develop urban climate services for improved health
outcomes

Establish an impactbased, multthazard early warning
system

Build capacity to prepare for and respond to climate risks
and hazards
Develop Forecasthased Financing (FbF)



o 8BOAEAET T AAO

o8T

%l CACAI AT O

Azerbaijan is dedicated to fostering an inclusive
process within the climate agenda, ensuring that
multiple stakeholder groups are given the
opportunity to express their views and actively
participate in the formulation and implementation
of national initiatives aimed at achievingN\DC 3.0
target. Building on the momentum gained over
recent years, Azerbaijan will continue to
proactively engage with diverse stakeholders. The
Ministry of Ecology and Natural Resources
ensures that this process is inclusive, tnasparent,
and equitable.

Throughout the whole process of NDC 3.0
development, including baseline estimation,
projections construction, target setting and

decarbonization pathways identification,

collaboration with multiple entities was heavily

leveraged. These sakeholders include: central

and regional government bodies, municipalities,

NGOs, educational institutions, civil society

organizations, major private sector companies

and SMEsas well as sector associations

28

Furthermore, Azerbaijan remains committed to
collaborating with non-governmental
organizations (NGOs) to guarantee inclusiveness
and the representation of various societal
interests. The integration of global experience and
expertise is maintained through active
engagement with international and multinational
organizations. Collaboration with international
and multilateral entities underscores the nation's
commitment to adhering to international
environmental standards and practices

Table 6 presents a non-exhaustive overview of
major stakeholders actively involved in
contributing to achieve NDC 3.@arget. In addition
to listed entities, numerous private sector
companies, municipalities, educational
institutions, and other international and local
organizations play a crucial role in driving

decarbonization transformation. These
stakeholders  contribute  through  diverse
initiatives,  investments, and innovations,

underscoring the collaborative effort required
across public private and societal domains to
achieve sustainable, longerm impact.
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Table 6. Stakeholder engagement and related activities (non-exhaustive)

List of Stakeholders

Ministry of Ecology and

Natural Resources
(MOENR)

Ministry of Energy
(MoEn)

under MoEn

Government Bodies

(MoE)

Ministry of Agriculture

(MoA)

Ministry of Digital
Development and
Transport

Azerbaijan State Water

Resources Agency
(ADSEA)

29

Energy Efficiency Fund

Ministry of Economy

O«

O«

O«

O«

Activities/Efforts

Oversees national climate change strategy, develops policies
for carbon reduction, promoting decarbonization projects.
Provides crucial data and forecasts that serve as a base for
climate policy and disaster preparedness efforts (through
National Hydrometeorology Service (NHS) under MoENR).

Oversees energy sector's transition tgustainable practices
and implements energy efficiency measures, supporting
renewable energy projects.

These efforts include the installation of the Garadag8olar
Power Plant, the largest in the Caspian and CIS region when
commissioned, and the KhiziAbsheron Wind Power Plant,
currently under construction, through PPPs.

Azerbaijan Renewable Energy Agency (AREA): Organize,
regulate and coordinate activities in the field of renewable
energy sourcegRES)and their efficient use, including
development of solar, wind, and hydropower projects.
Azerbaijan Energy Regulatory Agency (AERA): Carries out
regulatory and inspection functions over enterprises in
electricity, gas and heat supplindustry, as well as over
consumers.

Stimulates and promotes measures on efficient use of energy
resources and energy efficiency and develops and managing
funding mechanisms and incentives.

Implement state policy and regulation of the economy in
Azerbaijan and is supervising activity of SOEs.
Introduce and promote FDI into sustainability projects
including through various incentive policies.

Implements policies for sustainable agricultural practices and
oversees the development and promotion of climateesilient
farming techniques.

Employs digital platforms and precision agriculture
techniques to optimize resource use.

Promotes the use of droughtresistant crop varieties and
implements irrigation efficiency programs.

Implements measures to reduce GHG emissions, which
includes prioritizing public transportation, expanding
pedestrian zones, creating dedicated bus lanes, establishing
network of micro-mobility lanes, digitizing transport
operations, modernizing vehicle parking technologies, and
expanding and developing railway tansport and metro
services.

Integrates climate resilience into water management
infrastructure projects.

o8T
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Government Bodies

Ministry of Finance

Central Bank of
Azerbaijan (CBAR)

The State Commission on
Climate Change

Local and International
NGOs

SOCAR

Azerenergy OJSC

Azerishi q OJSC
Azergold CJSC

Tamiz Shahar OJSC
Azerbaijan Caspian

Shipping Company
(ASCO)

Azerbaijan Airlines
(AZAL)

Azerbaijan Railways CJS(

Port of Baku

30

O¢ O«

Ox¢

Ox¢

O«

O¢ O¢ O«

O«

O«

O«

Participates as a full member of Coalition of Finance Minister
for Climate Action, which signifiesa commitment to
integrating climate considerations into national economic
policies and leveraging financial tools to address climate
challenges

Takes targeted actions towards promoting sustainable financ
| DPDOIT OAA Al Shétainanle Ficanc&ER@dAp for
2023-2026, that aims to ensure resilience of financial
institutions against risks arising from climate change and
other environmental, social, and governance (ESG) factors.

Coordinate climate efforts through relevant ministries,
committees, and other organizations.

Conductsenvironmental education programsand public
awareness campaigns.

Invests in renewable energy projects, improves energy
efficiency, and reduces carbon footprint across operations.
Joined the "Oil and Gas Decarbonization Charter" (OGDC) a
COP28 in Dubai, committing tdNet-Zero operations by 2050,
eliminating routine flaring by 2030, near-zero methane
emissions by 2035, and adopting industry best practices for
emission reduction, sutt as OGMP 2.0 for reducing methane
emissions in accordance with international standards.

Expands its renewable energy capacity and modernizes pow
plants to enhance energy efficiency.

Invests in development of hydropower projects tadiversify
the energy mix and decrease dependency on higégmission
fuels, leaving hydropower as the largest source of renewable
energy.

Implements smart grid and green technologies.
Perform sustainable miningpractices.

Implements recycling programs, wasteto-energy projects and
sustainable waste management.

Carries out sustainable shipping operations by exploring
decarbonizationtechnologies including alternative fuels

Carries out sustainable air transportation activities by
prioritizing near and long-term efforts around improvements
in operations and infrastructure as well as opportunity
assessment around use of SAF

Engages in railway transportation with the focus on
optimizing fuel consumption and scaling up electrification of
its operations

Aims to achieveNet-Zero by 2035 by strengthening air quality
control.

o8T
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0 Developed a longterm strategy titled "Baku Port 2035- CO2

Zero Emission" in 2021 under the "Support to Strengthening
the Operational Capacity of Baku PorPhase 2" project,
funded by the European Union.

Baku Metropolitan CJSC

0 Works on several environmental and sustainability initiatives,
such as expansion of green areas, application of recycling
technologies for groundwater, and replacement of LBype

interior lights in trains with new LED-type lamps.

World Bank

Asian Development Bank 0
(ADB)

European Bank for
Reconstruction and
Development (EBRD)

Ox¢

UNEP

International Organizations

GEF

0 Facilitates projects on energy efficiency, sustainable
agriculture, and water management as well as renewable
energy projects (i.e., AZURE).

Supports green energynitiatives, including improving
infrastructure and operational efficiency.
SupportstheAT OT OOUB8 O COAAT
RES increased energy efficiency, cleaner transpagrand
sustainable infrastructure.

AAT T 1 i

0 Collaborates with sectors for lowcarbon transitions and aids
in adaptation and mitigation efforts.

0 Funds biodiversity conservation, climate resilience, and other

environmental initiatives.

o8P BOACOAOEI I
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Demonstrating the dedication to achieve long
term sustainability and improve climate

resilience, NDC 3.0 includes forwardooking

country-level strategies to address the critical
challenges of decarbonization. The NIOE
preparation and implementation require an

inclusive, societywide approach, involving

government agencies, norgovernmental

institutions, and businesses. This approach is
essential for integrating climate actioninto the

national vision, enablingthe NDC tobe tailored to

specific climate change frameworks.

NDC 3.0 considers the core objectives of
Azerbaijan's @nstitution, which emphasizesthe
duty to ensure a decent quality of life and a healthy
environment for all citizens, aligning with global
sustainable development commitments.

NDC 3.0 is closely aligned witl@\zerbaijan 2030:
National Priorities for SocioEconomic
Developmen® the 10-year-vision, as well as its
first 5-year-implementation program, the 2022-
2026 Social and Economic Development Strategy
of the Republic of Azerbaijan These state
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programs focus on the core objectives of a
sustainable environment and green growth,
including increased use of renewable energy in
the power sector, efficient waste management
with improved recycling, and expanded forest
land. All these elementsare considered in forming
sectoral decarbonization pathways.

NDC 3.0 is also supplemented by the NAP, which
enhances climate resilience and adaptation
capacity,and preparedas a standalone document

ALIGNMENT WITH INTERNATIONAL
FRAMEWORKS OR OTHER PLANS

NDC 3.0is designed to be in line withrelevant
international agreements and frameworks,first
and foremost the Paris Agreement under the
UNFCC@nd related decisions thereof To ensure
adherence to the ETF, the country is also raising
the profile of transparency by deliveing a
Biennial Transparency Report (BTR), in line with
the commitments of NDC 3.0The NDC 3.0also
incorporates the quality assurance checklist for
revising NDCs by UNDP anadheres to official
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guidance related to NDCs contained in the relevant
UNFCCC decisions.

Other international frameworks, such as the U
Sustainable Development Goal§SDG$, are also
integrated into the development of NDC 3.0,
covering improving health, taking urgent climate
action, and ensuring affordable and clean energy.
These alignments ensurdghat the climate actions
contribute to broader sustainable development
objectives, enhancing the coherence and
effectiveness of nationaklimate policies.

NDC is also aligned with COP29 Presideriy
Action Agenda initiatives which provide targets

for climate action. The associated pledges and

declarations aim to substantially enhance global
energy storage and grid capacity by 2030,
promoting regional cooperation and economic
growth and fostering investment in green energy
zones and corridors. In addition to these efforts,
they focus on unlocking the potential of clean
hydrogen markets by addressing regulatory and
technological barriers. Moreover, the declarations
highlight the critical role digital technologies play

in climate action while addressing thér
environmental impacts.
Furthermore, the pledges aim to enhance

multisectoral cooperation to tackle climate

32

challenges in urban areas and catalyze urban
climate finance. Promoting sustainable tourism
practices and integrating them into national

climate policies is another key foas. There is also

a call for integrated approaches to combat climate
change impacts on water resources and
ecosystems and to develop policies for methane
reduction in waste and food systems.

Azerbaijan is committed to  working
collaboratively and continuing its pursuit of the
key outcomes from the GST This includes
recognizing the need for deep, rapid and
sustained reductions in GHG emissions in a
nationally determined manner, considering
different national circumstances, pathways and
approaches and a gloal pledge to triple
renewable energy capacity and double the
average annual rate of energy efficiency
improvements by 2030, among others

The country will ensure that efforts to scale up
renewables and improve efficiency are conducted
in an environmentally responsible manner,

including through relevant policymaking,

workforce development, and strengthened
international collaboration.

o8T
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The nation's robust economic growthsince the
early 2000s, has been pivotal in driving extensive
infrastructural development. The diversification
of the economy has been a key focus for the
government, aiming at reducing reliance on
hydrocarbons, and utilizing respective benefits in
developing other sectors. As result, sectors such
as agriculture, tourism, construction and
manufacturing have seen growth, contributing to
a more balanced and diversified economic
structure.l Moreover, in line with the COP29
pledge on the Declaration on Enhanced Action in
Tourism, growth in the tourism sector will be
enhanced by promoting innovative sustainable
practices to reduce emissions.

Azerbaijan® economy continues to demonstrate
resilience and sustainable growth. The noil
sector contributed 63.1% to the country'sgross
domestic product (GDB, growing by 3.7%
compared to 2022, driven by strong performance
in agriculture, construction, and services This

184#B1 OOEAOOEI T O Ol

reflects the government's ongoing efforts to
reduce the economy's dependency on oil and gas.

Investment activity remained robust, with capital
investments showing solid growth. Notably,
investments in the nonroil sector demonstrated an
increase, further strengthening the economic
diversification strategy. At the same time, the
energy sector continues to play an important raé
in overall economic structure. Advancements in
energy-related infrastructure enhance energy
security through efficiency and reliability
improvements, generating consistent revenue
streams.

The country has demonstrated substantial
economicresilience and a strong commitment to
climate action through strategic GDP growth,
impactful climate change initiatives, and a
dedicated shift toward the objectives of the Paris
Agreement

Azerbaijan® GHG emissions are driven by seven
key sectors, each contributing uniquely to the
national emissions profile

OIL AND GAS (UPSTREAM AND MIDSTREAM)

The oil and gas sector, which is one of the core
pillars of the country& economy, accounted for
about 28% of total emissions in 2022, or19.2
MtCQeqg. The mainsources of emissions are fuel
combustion for power and heat generation, and
machine drive (e.g., compressors), along with
flaring, venting, and fugitive enissions from
upstream operations.

11 The Ministry of Economyof the Republic of Azerbaijan
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1 ( 1
POWER

The power sector is a critical component of the
energy landscape, contributing significantly to the
nation's GHG emissions. In 2022, the power sector
accounted for approximately 2% of the country's
total emissions,accountingto 14.4 MtCQeq. The
main source of emissions in this sector is the
combustion of natural gas for electricity
generation.

BUILDINGS

The buildings sector accounted for approximately
149% of total emissions in 2022, totaling to 10.0
MtCQeq. This sector includes residential and
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commercial buildings, with emissions mainly
driven by energy consumption for heating.

The transportation sector is a significant source of
emissions, accounting for approximately 3% of
total GHG emissions in 2022 constituting 9.3
MtCQeq. One of the main drivers was road
transport, which relies heavily on gasoline and
diesel fuels. Other drivers include domestic
aviation, railways, water-borne navigation, and
other transportation.

The industry sector accounted for about B% of
the total emissions in 2022 with emissions of &
MtCQeqg. The main sources of emissions in this
sector include downstream oil and gas (refining
and petrochemicals) operations and industrial
processessuch as prodution of cement, steel, and
chemicals which involve energyintensive
processes. Additionally, emissions are generated
from the use of raw materials and the chemical
reactions that occur during manufacturing.

The waste management sector contributed
around 7% of total GHG emissions in 2022 with a
total emission of 4.9 MtC@eq, with the main
drivers being methane emissions both from
landfills and wastewater treatment processes.

35

Without modern systems for waste ppcessing,
organic materials decompose anaerobically in
landfills, leading to the release of methane.
Shortcomings of proper waste segregation,
recycling, and composting further exacerbate this
issue.

AFOLU ontributed to about 4% of the net total
GHG emissions in 2022fotaling to 2.8 MtCQeq
emissions with the main drivers being enteric
fermentation  from  livestock, = norrmobile
stationary equipment, and the use of nitrogenous
fertilizers in agriculture. Emissions from this
sector primarily consist of methane (CH) and
nitrous oxide (N2O), which have highe global
warming potentials compared to CQ@.

Forestry and land use, covering roughly 129% of
the country's land area, is pivotal, with activities
such as afforestation, reforestation, and
sustainable forest management enhancing GO
sequestration. Grasslads and pastures, which
constitute around 28% of the country® land, store
substantial carbon in plant biomass and sail,
managed through rotational grazing and land
restoration.

The mentioned sectors and the respective
distribution of GHG emissions acrossomponents
of each sector are shown below

o8T



OAAEEA

60

P
—

I U

AOGEIT 1

Al 1 U

$ AOAOI ETAA #1171 OOEAOQOOET I

o8T

Figure 6. Total net emissions and their distribution across sectors as of 2022,

MtCQeeq

Total net emissions in 2022, MtCO,eq, (% of overall and sector emissions)

0il and gas! Power Buildings Transportation Industry Waste AFOLU
Downstream
i solid
Waste
50%
Road
transportation
Residential 92.5%,
88%
. Non-metallic
Power generation .
100% minerals
27.5%
Chemicals and
other
industries
16%
Waste
Iron and Steel RTVZTPSS
7% 0
Aviation? SR
0 LULUCF
el Food and inc.
! z: verage Harvested
Commercial Marit 0 wood
12% 2% 5.2
Railways? ?]L_:‘[,':"" Hm MtCO,eq
0.5% e
19.2 14.4 10.0 9.3 8.9 4.9 2.8
28% 21% 14% 13% 13% 7% 4%
69.5 MtCO,eq

1. Including upstream and midstream activities of oil and gas sector
2. Covering only domestic aviation, maritime and railways
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NDC 3.0 report includes an assessment of all G@itted domestically. This covers Carbon Dioxide (G
Methane (CH4), Nitrous Oxide (BD), and industrial gases (fgases), all of vhich are reported in CQ
equivalents using the AR6 Global Warming Potential (GWP) normalizatiaiRigure 7). For the purpose of
NDC 3.0, the following GHG emission scopes are considered:

1 Country level: Emission volumes are reported only as total emissions, without a breakdown by
scope

9 Sector level: Mitigation measures target both direct and indirect emissions (Scope 1 and Scope
2).

Figure 7. GHG emissions gas split for baselineyear of 2022, MtCQeq
Azerbaijan GHG emissions baseline split by sectors for 2022

B co, CH, N,0 M F-Gasses [ Removals

4.9 69.5
10.0 Y
o
8.9 5.6
. i — 47.1

14.1
9.3

26.4

m j=

Power Transportation Oil and gas Industry  Agriculture  Buildings Waste LULUCF Total
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NDC 3.0 outlinecomprehensive decarbonizationpathways economywide, covering all domestic sectors
contributing to GHG emissions! A O IBIOGOAMODE 1 AEAICEANOOAT OP1 B A A O:BOMMIAA
1 &/ ORAQEIGBAAAOAT T EUAOETT OEAI AOGh xEEAE AOA EAAOEA]
OKA OEAT DPAOExAUOS
p8%l AAOOENEAAOQGEITT CAT AOAOAA AU 2FATAGEAGH 1A AfhE @ AOEQI
DI xADAR OOAAEETAA BAABODHOh AR IARDGOERRLDBAA AU OART AxA

~ oA

¢ 8" El £CGHOAOD EGE@FEEH GOE ANl 1 MOAIPD@®EI T AU OxEOAEEI ¢ OI

38



.ABGETTATT U $AGAOI ETAA #1171 OOEADOOET T o8

08 PAOAGEIJOCAAANOEDI AT OJrAEEQQMOACAAET ¢ T PAOAOGET T Al POIT
ANOGEDPI AT O O OAAOAA AT EOOEIT O8
18%1 AOCU AEREARKOEA W] AAAOAT AICE GXFERAI TOABMAIA AA TETEG)E B
1O A OAOGOI O T £ PEAOGAA DADEAIANOGH QA EAWMER IAIARE T 'EO'U
emissions are targeted to beabated by 40% by OT 1 A ET OEA AAAAOAT T EUAOEI]

2035. AT A OOAI C')D'I' OOAOET T OAAOI 00
. y Ol AOGAAIT i A80 EAEN1.O.

"U ¢nmouvh OEA Al 61 60U AEi O Ol EIDI AT O DOEI AOEI U

1 TZ&T OOh AOOOAT 01 U MAAAOEAIEAR OQAT 1 T A DO D EKBRNEHEAARDAIAIT

AT ACGKEBNEAEAT AU 1 AOGAOONh OARGEAT A CWOAAOADBIERD AT A A

OOAT OEOGEIT 1T O1 %6 OO0AT OPi HNOBSEOUh T ZERADORET 2 %:AAE?Z

ET OOAI 1 AGET B T £ EAAO pOIBGBEAOA OAAE ||||QEAo ARAAT | E
PP AAI ADMMIOA _ADAT POET L _.El Ol

| GOABTETC .8# o8m OAocgpAlE@Aw bk ool AoA 08IT o

OAOAOAI EAAOIOOS I O AigR g %gggﬁﬁﬁgﬁkﬂ@y i 00 L

| UAOAAEEAI AEI 0 OI AAI'%% TTTIEA ] x OEh

Ol AEATIAAKIACH AT A AT OQEOT T I''AT OAI

OOOOAET AAEIT EOUN
AEAE 0060

AT OO OET Mllectideiy A these Asdeivral OtArdels EréfldcO Bril 1
Al EQAOI x EDE@T ObiAiaghiiaus cdmimitment to a sustainable future,
OAAODT OAI AAGQATRRDDI ADDO8 Adinting itoArdddce emissions, enhance economic
NET AT AEAI OAOT OOAAOD x ErésilienceE A laml  @risure AAeAviedniiedtdl O A

Ei DI Al AT OAOET 1T ODPAAA
ET EOBACEOAD A0

A Tsustaindoffitp AT OET 1
OAT AxAAl AOh

I £ EAU

COEA

Azerbaijan aims to ensure that decarbonization
efforts align with long-term prosperity and

sectoral advancement, balancing the count®

economic growth, social well-being, and
environmental sustainability. As such, the NDC
acknowledges the vital role of conditional factors,
such as access to financial
concessional loans, private sector investment),
technology availability, transfer and increased
maturity level, capacity-building support, and

availability of absorptive capacity of forests and
other ecosystems in shaping sectoral pathways
and achieving ambitious climate goals.
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resources (e.g.,

Conditionality will be a variable factor across
sectors depending on tebnical maturity, access to
finance and domestic human capital capabilities.
By incorporating such conditional factors across
all relevant sectors, realistic and scalable sectoral
decarbonization pathways are ensured. These
pathways not only align national efforts with
global climate finance mechanisms and
international technological cooperation but also
require substantial public and private sector
investment and expertise. Achieving these goals
will depend on strong collaboration with
international partners, ensuring that efforts are
synchronized as we transition toward a low
carbon economy.
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In the context of NDC, the oil and gas sector companies conduct operations, including
encompasses pstream  (exploraton and ! UAOAAEEAT 6 O mpdp NOC)Adnd /
production) and midstream (transportation, international oil companies (I0OCs), in the form of
storage, and distribution) parts of the value chain.  joint ventures and production sharing agreements
The sector is contributing approximately 37% to  (PSAS) to operate large assets.

the GDP2 The primary activities in the upstream
sector include the exploration and ekaction of
oil, condensate, and natural gas, which are
consumed by the transportation sector,
petrochemical- and petroleum-refining industries,
and energy production facilities. Multiple

m\

In 2022, the sector accounted for approximately
28% (19.2 MtCQeq) of total emissionsdriven by
methane from venting and fugitives, flaring, and
CQ emissions from fuel combustion(Figure 8).

Figure 8. Oil and gas sector GHG emissions breakdown in 2022, MtCe&q
Total oil and gas (upstream and midstream) sector emissions in 2022: 19.2 MtCO,eq

40% (7.7 MtCO,eq) 29% (5.6 MtCO,eq) 28% (5.4 MtC0,eq)
Venting Combustion Fugitives
i (&TGTN (O TSNS G BRI RN R GO Unintended leaks of methane (CH,) from
heat generation, as well as from valves, connections and storage tanks
direct/mechanical drive in production and
processing activities

3% (0.5 MtCO,eq)

ated natural gas
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The mainemission types in the oil and gas sector Most oil and gas playes in Azerbaijan (mainly
are CH and CQ, which drive the selection of international majors), as well as SOCAR, are
bespoke decarbonization measures to abate each signatories of the Oil & Gas Decarbonization
type of emission. To mitigate methane emissions, Charter (OGDC), launched during COP28. This
measures that enhance energy efficiency and charter aims to achieve ZereRoutine flaring by
involve structural modifications to current 2030 and nearzero methane emissions by 2035.
operations are implemented. For the reduction of  Furthermore, OGDC signatories commit to
CQ emissions, strategies such as electrification reachingNet-Zero in all operations by 2050.

and carbon capture, utilization, and storage
(CCUS) are employed, focusing on the use of
lower-emission energy sources.

In line with its established commitments, the
upstream oil and gas assets are on the way to
achieve zeroroutine flaring by 2030 (some
amount of safety flaring will remain z to be tackled

12 The State Statistical Committee dhe Republic of
Azerbaijan
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by venting reduction initiatives and offsetting).
Further, the country® oil and gas sector will be
decarbonized through a balanced transition,
-)4)

1 4) | 0, !

o8T

considering national energy security and

economic development goals

Decarbonizing the oil and gas sector would
require a comprehensive set of measures and
technological choices. Each of the selected
decarbonization measures would include a
specific approach to address emissions. These
choices will also vary by their appliation,

abatement potential, and pace of introduction. The
list of emissions reduction measures is
summarized inTable7.

ENERGY EFFICIENCY

Energy efficiency initiatives concentrate on
reducing emissions by optimizing the fuel

consumption of specific equipnent types through

targeted projects. Given their straightforward

implementation and the resultant operational

expenditure savings, these measures are
anticipated to be adopted in the short term.

LEAKAGE DETECTION AND REPAIR

Leakage detection and repair (LBR) projects are
designed to address fugitive emissions, which are
unintentional methane emissions into the
atmosphere due to leakages, by identifying and
repairing their sources. The abatement potential
and cost of LDAR projects vary depending on the
accessibility of the emission sources and the
extent of repair work required.

ENGINEERING SOLUTIONS (VENTING
REDUCTION)

Engineering solutions aim to abate venting
emissions, a contrdled process of direct methane
emissions into the atmosphere due to operational
issues and specifications. Various engineering
solutions are planned to eliminate gas use,
prevent equipment failure, and upgrade
operational practices to avoid venting (also
leading to safety flaring reduction).

RES ELECTRIFICATION AND SCOPE 2
REDUCTION

RES electrification and scope 2 reduction
initiatives  target the decarbonization of

combustion-related CQ emissions and are closely
linked with advancements in the power sector.

These measures involve the electrification of
natural gas turbine-driven power, machine drives

(e.g., gas turbinedriven pumps and compressors),

and heat generation, utilizing a grid powered by
RES such as solar or wind. This approach
addresses both diret (Scope 1) and indirect

(Scope 2) carbon dioxide emissions, thereby
significantly contributing to overall emission

reduction efforts.

Table 7. Oil and gas sector mitigation measures

Themes

Planned measures

Planned measures by 2035

Energy efficiency

LDAR

1 Improve energy efficiency in operations to reduce
combustion-related emissions

1 Identify and fix leaks in equipment and pipelines to prevent

fugitive emissions

1 Implement comprehensive initiatives to reduce methane

Engineering solutions

emissions from venting through operational upgrades and

improved technologies (partially abating safety flaring)

RES and scope 2 reduction

41

1 Replace purchased electricity (Scope 2 emissions) with
renewable energy generated from the company's own RES
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Achieving decarbonization target by 2035 in the
oil and gas sector will require financial support,
with the largest portion allocated to methane
reduction solutions and catured gas reroute
pipeline infrastructure to fulfil the OGDGS
targets.

Transferring methane-measurement technologies
to the country, such as satellite technologies,
infrared cameras, and methaneabatement

42
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technologies, as well as access to funding and
capability building, will be vital to unlocking
sectorial decarbonization. Additionally, the
development of RES in the power sector and grid
upgrades will be essential for achievingNDC 3.0
target by addressing C® emissions from
combustion. To tackle lastmile solutions,
international partnerships, technological
advancements, cpability building through
upskilling and reskilling will be critical.
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The power sector plays a crucial role in the
country's economic framework by supplying

reliable and uninterrupted energy to residential

and commercial consumers, and major sectors
including oil and gas, agriculture, and industry
sector (e.g., metals and nometallic minerals).

The installed power generation capacity in 2022
stood at 80 gigawatts (GW), formed mostly with
natural gasfired power plants. Out of the total
29.0 terawatt-hours (TWh) of electricity
generated in 2022, 93.6% (27 Twh) was
generated from natural gas, consuming 6.5ilbion
cubic meters (bcm)t3. Hydropower accounted for
5.2% of the generation mix, whie other sources
contributed minimally, with solid waste
incineration providing 0.7%, while solar and wind
contributed by 0.5% of total generation. 42.4% of
gasfired generation came from combined cycle
gas turbines (CCGTs), operating at higher
efficiency, while 57.6% was generated by less
efficient plants. Additionally, hydropower plants

.AOETTATTU $AOCAOIETAA #1711 OOEAOOETI
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faced reduced capacity factors due to water
scarcity.

Given that the power sector primarily relies on
natural gas as its energy source, it emerges as the
AT O1T OOUBO 1 AC 50 AT 1 OOEAC
emitting 14.4 MtCQeq in 2022, 0r 21% of total
emissions(Figure 9). There is significant potential

to enhance efficiency and expand the use of
sustainable energy sources such as renewable
energy toreduce GHG emissions.

The sector has made significant progress in
reducing emissions over the last two decades by
shifting from fuel oil to natural gas. Additionally,
unlike many other countries, Azerbaijan does not
use coal for power generation, resultingin a
relatively lower carbon footprint per kilowatt -
hour (kWh) produced. However, there is still
substantial potential to further improve efficiency
and increase the adoption oRES

Figure 98. Pawver sector activity structure and emissionslevel in 2022

Activity level and emissions baseline in 2022

Installed capacity mix

GW TWh

M Solid waste 1ncmerat10n 0.7% 0 8%
Onshore wmd

Solar
¥ Hydro

>

M Gas fired power

2022

Source: Ministry of Energy of Azerbaijan

Power generation mix

2022 CO, emission volume
MtCO,eq

29.0 14.4

0 29%,0.3%

Gas plants are
the only source
GHG emission in

power sector

.
il

2022 2022

13 Including natural gas consumption for bothpower and district heat generation.
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Considering that decarbonization efforts in other
high-emission sectors are primarily driven by
electrification, particularly in industrial processes,
buildings, and transportation, electricity demand
is expected toincrease This increase would lead
to higher emissions from the current conventional
power system. The implementation of this
pathway is contingent upon solutions for the
limitations mentioned above, cooperation with
international partners as well as securing
international funding for the least economically
attractive levers. These goals are planned to be
achieved through variousmeasuresdesigned to

! AOEOEAAI 1 AOGAO ET OEA
upgrading the grid infrastructure to remove the
current limitations to meet growing electricity
demand and enable renewable energy generation.
T&D modernization will focus on reinforcing high
voltage transmission lines, constructing new
substations, and upgrading existing ones with
advanced automation and digital control systems.
Similarly, the distribution network will also be
improved by upgrading transformers, enhancing
automation, and implementing s$nart grid
technologies. These upgrades will enable higher
integration of RESIinto the national grid on top of
BAU plans, allowing for a more significant
contribution from solar and wind power. As
decentralized energy generation and electric
vehicle (EV) adption grows, the distribution
network will be key in managing these
complexities by efficiently handling electricity
flow ensuring the system remains reliable and
flexible. Additionally, operational improvements
to the distribution network can potentially reduce
technical losses via further optimizing electricity
CAT AOAOQEIT I AT A
emissions.
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transform power generation into a more
sustainable and environmentally friendly sector
Key abatement measures include upgrading
power transmission and distribution
infrastructure, expanding renewable energy
capacity with a focus on solar and wind, deploying
long-duration energy storage (LDES) batteries,
replacing OpenCycle Gas Turbines (OCGTS), as
well as gas engine plants with CCGTs. Togethe
these measures are expected to drive notable
emission reductions while ensuring energy
security and grid reliability.

Another important lever involves expanding
rénén@bled @hedgy) ghrieAtd UcapachA Tt E OE |
maximize electricity production from clean
energy sources. Due to its more economically
attractive potential, solar power generation will
be prioritized, followed by the utilization of wind
power based on its availability. The country has
significant potential for both onshore and offshoe
wind power. Currently, onshore wind is more
economically feasible and, following solar, is
prioritized for development. Offshore wind will be
considered as a subsequent option if technological
advancements and market conditions improve its
economic viallity over time.

To ensure a sustainable energy supply, LDES
batteries will need tobe installed. These batteries
will store excess energyproduced from renewable
sources, ensuring stable and reliable energy
supply. By enhancing the integration of
renewables, this measure will help unlock the
transition to a steadier renewable energy system

OAAOI 060 Oi OAI
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Table 8. Power sector mitigation measures

Themes

Planned measures

Planned measures by 2035

1 Implement upgrades to the power transmission and

Transmission and
Distribution (T&D) upgrades
and energy efficiency 1

distribution network to accommodategrowing electricity
demand, and to enable increased renewable integration
Implement grid control mechanisms to minimize technical

losses in electricity supply

1 Increaserenewablesgeneration share primarily driven

Renewables expansion

=a =

With strategic plans of exporting green energy,
including electrons and molecules, the country has
linked its economic plans closely to domestic

decarbonization efforts, includng at scale
deployment of offshore wind capacities,
electrolyzers, and  other infrastructure

development andupgrades. This strategy not only
supports global decarbonization initiatives but
also enhances the domestic energy landscape by
integrating RESand further reducing the reliance
on high-emission fuels. Given that variable
renewable energy solutions mentioned in the
decarbonization pathway would also be capable of
producing electricity more than it is demanded,
excess supply of energy is intended toebdiverted
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from solar and onshore wind power
Expand solarpower capacity
Expand onshore wind power generation capacity

to export markets, which will be strengthened
further with the introduction of battery and
storage facilities, thus contributing to regional
decarbonization efforts.

Attaining to NDC 3.0 targetvill require substantial
investment with the largest portion of capital
expenditure (CapEx) allocated to renewable
power. Significant CapExwill also be necessary for
grid upgrades and the expansion of solar
capacities. However, these investments will yield
operational expenditure (OpEX) gains through the
shift from higher-cost gasfired power plants to
RES reducing the marginal costs of eldricity
production.

o8T
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The buildings sector plays a crucial role in meeting
the energy needs of the population and supporting
various economic activities encompassng a wide

range of structures from residernial apartments to

commercial buildings. Specifically, the sector

comprises approximately 2.1 million residential

dwellings, accommodating over 10.1 million
residents and 0.5 million commercial,
institutional, and industrial buildings. The total

enclosed esidential area is about 220 million
square  meters, while the commercial,
institutional, and industrial area spans 47 million

square meters.

Natural gas is theprimary energy source for
buildings. In 2022, the residential segment
consumed approximately 4.0bcm natural gas,
while commercial, institutional, and industrial
segments used approximately 0.5 bcm. This

.AOETTATTU $AOAOCIETAA #11 OOEAOGOEII

consumption resulted in emissions amounting to
approximately 10.0 MtCQeq, making buildings
the second highestemitting sector in the country
in 2022 constituting 14% of overall emissions.

Space heating is theprimary source of sector

emissions in all segments with 72% (7.2 MtC£2q)

of total emissions coming from residential

dwellings and 10% (1.0 MtC@eq) coming from

commercial, institutional, and industrial

buildings. Water heating is the second biggest
source of emissions in all segments with 13% (1.3
MtCQGeq) of emissions coming from water heating
for residential dwellings and 2% (0.2 MtC@eq)

coming from water heating for commercial,

institutional, and industrial segments. Cooking
represents 3% of the secto® emissions,

amounting to 0.3 MtCQeq (Figure 10).

Figure 90. Buildings sector GHG emissions breakdown in 2022, MtCQeq

Total buildings sector emissions in 2022: 10.0 MtCO,eq

Residential:
8.8 MtCO,eq

72% (7.2 MtCO,eq)
Space Heating
The use of energy to warm indoor spaces in residential buildings

13% (1.3 MtCO,eq)
Water Heating
The process of heating water for domestic use

3% (0.3 MtCO,eq)
Cooking
The act of preparing food using heat
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Commercial/Institutional/
Industrial: 1.2 MtCO,eq

10% (1.0 MtCO,eq)
Space Heating

The use of energy to warm
indoor spaces in commercial
buildings

o8T
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To manage emissions, various policy levers and
strategic initiatives have been implemented to
Ei pOT OA OEA OAAOI 080 Ai
years . More detailed information is

available in Section

Moreover, valious demandside management
(DSM) and energy efficiency initiatives are
continuously being implemented to improve
energy consumption patterns and promote
sustainable development. The DSM program is
supported by several legislative frameworks, most
notably the Law on Rational Use of Energy
Resources and Energy Efficiency, which came into
effect in July 2022. This law establishes
comprehensive rules for conducting energy
audits, managing energy services and setting
efficiency requirements across production,
transmission, distribution, storage and
consumption of energy. The legislation also
includes measures to raise public awareness and
provides incentives for adopting energyefficient
technologies. In addition, the implementation of
the Energy Management Syem (2022) in
accordance with the 1SO50001 standard, is
required by law. This mandates the appointment
of energy management in i) economic entities with
an annual energy consumption exceeding 1,000
tons of oil equivalent, and ii) in nonresidential
buildings with a construction area of at least
10,000 square meters or an annual energy
consumption of more than 250 tons of oil
eguivalent. It also mandates that energy audits are
conducted every three years.

.AOETTATTU $AOCAOIETAA #1711 OOEAOOETI

Another significant factor contributing to
inefficient energy use is suboptimal insulation of

bdidrigd fro@ the Advikti eraA Thesk OubdingsA A AT ¢

have higher energy consumption for heating and
cooling andbeing quite old, arepartially included
ET OEA A1 Ol O0OUBO AAITI

To improve the energy performance of newly
constructed buildings and the energy efficiency of
equipment within these structures, specific laws
setting standards for buildings have been
introduced.  Stricter energy  performance

requirements are defined by the Minimum Energy

Efficiency Standards for Buildings (August 2023)
which ensure the use of modern insulation,
heating, and cooling technologies, along with the
incorporation of RES Better energy management
is also encouraged by the Thermal Insuladh of

Equipment and Pipelines regulation (April 2023),

which ensures that buildings' heating and cooling
systems are adequately insulated to minimize
energy loss.

The incorporation of renewable energy into the
buildings sector has recently received significant
attention. To encourage the use of renewable
energy in urban areas, the Rooftop Solar Energy
System Installation Requirements (November
2023) set forth standards for integrating solar
energy systems into building designs. Stricter
insulation and rooftop solar installation
standards are required for liberated territories.

Table 98. Buildings sector current policy and measures

Area

Current measures

1 Comprehensive rules for conducting energy audits,
managing energy services, and setting efficiency standards
with Law on Rational Use of Energy Resources alaergy

Improvement of energy
efficiency 1

Efficiency (July 2022)
Energy management systems mandatorily installed in non

residential buildings exceeding certain energy consumption,
according to Energy Management System Requirements
(August 2022)

Standards for new buildings

47

9 Stricter energy performance requirements by the Minimum
Energy Efficiency Standards for Buildings (August 2023)

o8T



Il UAOAAEEAT 80

o8T

1 Adequate insulation of heating and cooling systems with
Thermal Insulation of Equipment and Pipelines (April 2023)

Installation of renewable 1
energy systems

3%# 4/ 2!, 0! 4(7!93

Guidelines for rooftop solar system installation, promoting
renewable energy integration in buildings (November 2023)

To achievedecrease GHG emissionswo themes
are deployed: (1) electrification of equpment

ELECTRIFICATION OF EQUIPMENT POWERED
BY NATURAL GAS

A majorgoalfor 2035 is to ensure the transition of
equipment powered by natural gas to equipment
powered by renewable electricity. To this end,
buildings are expected to install electric aito-
water heat pumps and electric stoves, both
powered by renewable electricity. Heat pumps,
which are approximately three times more
efficient than natural gas systems, will provide
heating and hot water, reducing reliance on
natural gas. Electric stoves, which use
electromagnetic energy to heat cookware, will
replace gas stoves, cutting down on energy waste
and further decreasing the use of natural gas.

)4y a4y 0, !

currently powered by natural
increasing energy efficiency.

gas, and (2)

INCREASING ENERGY EFFICIENCY

To increasethe energy efficiency of buildings is
critical to achievedecarbonizationtarget by 2035.
First, buildings are expected to be retrofitted with
high-performance insulation materias, such as
advanced thermal insulation and doubleglazed
windows. Improved insulation will increase
energy efficiency, reducing heating and cooling
energy demand. Secondly switching to LED
lighting and promoting high-efficiency appliances,
such as refrigerators, washing machines, and
dishwashers, will  further lower energy
consumption. Lastly, installing highefficiency air
conditioning systems that are designed to meet
global energy standards, will also enhance cooling
performance while using less electigity.

A detailed emission mitigation plan, including specific actions and measures for emission reduction, is
critical to achieving decarbonizationtargets by 2035(Table 10).

Table 10. Buildings sector mitigation measures

Themes

Planned measures

Planned measures by 2035

9 Transition to electric heat pumps and electric stoves of
existing residential buildings
1 Establish guidelines for allowable heating sources in new

Electrification of equipment
powered by natural gas q

buildings

Support the use of renewable electricity to power electric

heat pumps and electric stoves
1 Incentivize the installation of electric heat pumps in urban
and rural areas
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Installation of adequate insulation of existing buildings
Set high insulation standards for new buildings
Promote the use of LED lighting, higlefficiency appliances
Increasing energy efficiency and air conditioning of existing buildings

9 Establish guidelines and inentives to ensure that LED
lighting, high efficiency appliances and air conditioning are
used in new buildings

= =4 =4

Achieving NDC 3.0 targewill require substantial buildings sector. Despite higher upfront costs,
capital investments to install electric heat pumps, electric heat pumps are expected to deliver OpEx
electric stoves, advanced insulation, LED lighting, savings through reduced enegy consumption,
and high efficiency appliances and air due to their approximately three times greater
conditioning in existing and new buildings in the  energy efficiency compared to gas boilers
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The transportation sector is an essential
component of OEA
contributing approximately 6%314 to the GDP. The
well-developed transportation network includes
roads, domestic railways, aviation, and maritime
transport. The sector comprise2,704 kt of annual
fuel consumption by road vehicles poweed by
gasoline, diesel, CNG/LPG, and electricity. In 2022,
domestic railways, aviation, and maritime

transport collectively consumed 220 kt of diesel,
aviation fuel, and maritime oil.

experienced a considerable growth in emissions,
reflecting  broader  economic  expansion,

.AOETTATTU $AOCAOIETAA #1711 OOEAOOETI
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increased vehicle
emissions  reached
9.3MtCQeq, constituting 13% of the country®
overall GHG emissions. Road transportation is the
primary source of these emissions, accounting for
92% of the total with 8.6 MtCQeq, mainly driven
by gasoline and diesel from internal combustion
engines (ICE). Domestic aviation represents 5% of
the sector® emissions, equating to 0.5 MtC£q,
and domestic maritime transport and railways
represent 2% and 1% of the sectas emissions,
_respectively. This is primarily due to maying fuel

Lﬁnbtfon in shB i 6‘691& a@esel Ioc'c:JrﬁbR/es in

railways (Figure 11).

population growth, and

Figure 1110. Transportation sector GHG emissions breakdown in 2022

Total transportation sector emissions in 2022: 9.3 MtCO,eq

92% (8.6 MtCO,eq)

Road transportation

Combustion of gasoline, diesel, CNG/LPG in internal combustion engines (ICE) in passenger cars, buses, trucks,

and other

36% from passenger cars

5% from buses

59% from cargo/trucks

Minor from others (e.g., 2&3 wheelers)

To manage growth sustainably, various policy
levers and strategic initiatives have been
implemented over the years to improve
transportation sector emissions(Table 11).

TRANSPORTATION PLANNING AND PLANNED
FLEET UPGRADES

As a result of the introduced’tate Program on the
Development of Transportation System in the
Republic of Azerbaijan(2006-2015)6 and (Btate

5% (0.5 MtCO,eq)
Domestic aviation

Combustion of aviation fuels
in aircraft engines of
domestic air traffic

1% (0.04 MtCO,eq)
Domestic railways

Combustion of diesel fuel in
diesel-powered trains

Program for Renewal and Development of the
Road Network in the Republic of Azerbaijan
(2006-2015),6 several highways, roads, and
parking lots were constructed and expanded, with
improvements to the streetroad network, to
reduce traffic congestions and, consequently, GHG
emissions.

Concerning air transportation emissions, the
aviation segment is currently undergoing fleet

14 The State Statistical Committee of the Republic of Azerbaijan
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renewal to enhance fuel efficiency and lower GHG

emissions. Between 2005 and 2015, the fleet was To boost energy efﬁciency and improve eledtc
modernized through new aircraft replacements.  transport infrastructure in Azerbaijan, the
Beginning in early 2023, the aviation fleet will  government is planning the early adoption of
undergo further renewal with the addition of 20 pyplic transport electrification. For electrification
new aircraft, contributing to further emission purposes and to potentially establish local
reductions. manufacturing capabilities, 160 electric buses
were purchased ard the installation of chargers
will be completed by the end of 2024 in Baku city
routes. Moreover, to further encourage the
adoption of electric vehicles, the government has
been implementing various incentives and tax
exemptions for importing and selling electric
vehicles. In particular, the import and sales of
electric cars and chargers are exempt from VAT,

Driven by the commitment to reducing emissions, ~ With the import duty tariff set at 0% for factory
the Cabinet of Ministers implemented the Eurgt ~ Production of vehicles up to three years after
emission standard on April 1, 2014, as a Production.

regulatory measure. Additionally, diesel and

gasoline produced at the Heydar Aliyev Oil

Refinery have already been brought up to Euré

standards. Moreover, based on key decisions

made on March 27, 2024, regarding the use of

taxis, taxis are now required to adhere to a

minimum of Euro-5 ecological norms and use

vehicles less than 15 years oldlo further improve

the age of the fleet, a limit is imposed on the import

of passenger cars older than 10 years from their

manufacturing date.

Additional measures to support the development
of an efficient transpatation network include

expanding railway transport for passenger
mobility, developing and expanding the metro
system, and increasing awareness @@co-driving &
for passenger and freight transportation.

Table 9. Transportation sector current policy and measures

Area Current measures
Transportation planning and 1 Renovation and development of transportation systems and
planned fleet upgrades improvement to the road network for reduced traffic

congestion based orvarious state programs

Renewal of aviation fleet with 20new aircraft

Shift to railways transport in freight and passenger

transportation

1 Development of metro transport and expansion of the
metropolitan network

T )T AOAAOAA A x A®EIGED & éhga=atA i,

freight transportation

E R ]

Environmental emission 1 Application of Euro-4 ecological norms for transportation in
standards Azerbaijan since April 1, 2014
i Taxis to follow minimum Euro-5 ecological norms as ofuly
1,2024

9 Limit on the import of passenger cars older than 10 years
from their manufacturing date
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1 Production of diesel and gasoline produced at thleydar
Aliyev Oil Refinery, which have been brought up to Euré

standards

Electrification of 1
transportation

Purchase of 160 EV buses, chargers,dpotential local
manufacturing of EVs by the end of 2024

9 Various incentives and tax exemptions for the import and

sale ofEVs

Sectoral pathways

Several pathways and enablers have been
identified, such as enhanced electrification
technologies, heavy batteries, and longemange
long-haul trucking. These enablers allow for faster
adoption and considerable emission reductions in
the road transportation sector.

Energytransition in the transportation sector will
target three key objectives: 1) reduction of

STRUCTURAL AID OPERATIONAL UPGRADES

A primary goalis reducing overall GHG emissions
from urban mobility through the sustainable
expansion of public transportation usage. This will
be achieved through modernizing infrastructure,
introducing  micro-mobility  solutions, and
enhancing public transportation's attractiveness
and accessibility to reduce public transit travel
time.

ELECTRIFICATION

Sgnificant decarbonization of the transportation
sector requires a gradual phaseut of ICEs,

-)4)' 1 4)/ . 0,

distance (km) traveled by road transportation, 2)
reduction of emission intensity per kilometer
traveled by enhancing the efficiency of theurrent
fleet and introducing cleaner fuel sources, 3)
achieving an optimal modal shift by introducing
new mobility solutions and increasing the share of
public transportation .

replacing them with electric and hybrid vehicles.

To encourage this shift, substantial investments in
electric charging infrastructure and incentive

mechanisms will be requied.

BIOFUELS

Biofuels need to be utilized in transportation.

Additionally, regarding aviation and maritime

transport, exploring alternative fuel sources and
promoting the use of biofuels will be essential for
reducing GHG emissions  from  these
transportation segments by further increasing

the share of this technology

To achieve decarbonization target by 2035 a
detailed emissions mitigation plan is critical,

which includes specific actions and measures for
emission reduction(Table 12).

Table 102. Transportation sector mitigation measures

Themes

Planned measures

Planned measures by 2035

Structural and operational
upgrades
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1 Expand and modernize the public transportation networks,
including buses, trains, and metro
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1 Incentivize behavioral change toward increased usage of

public transportation and micro-mobility
1 Increase the use of and expand the railway network

Plan the initial retirement of the ICE fleet and renew the
public transportation park

Increase EV share in passenger car, bus, and truck fleets
Support the adoption of EVs through incentive programs

=

Electrification

Adopt biofuels in transportation

Biofuel . . -
101els Utilize biofuel blendingin aviation fuel activity

= =4 =4

4EA OOAT OPT OOAOQET 1T OAAOBdidessing kcyEthallénpes and inpldnten
requires significant amounts of CapEx, mainly for is set to

from the

initiatives,
reduce

the country
emissions

strategic

EV infrastructure, such as charging stations and
grid upgrades. Although upfront costs are higher,
OpEXx savings are expected from EVs due to lower

significantly
transportation sector and contribute to global
climate goals and environmental outcomes

fuel and maintenance costs compared to ICE
vehicles,along with improved efficiency.
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The industry sector is an important source of

economic growth and jobs, with multiple atscale

industrial companies, contributing up to 25% of

the country® nonoil and gas GDP. This
contribution and growth have been driven by

government policiesas well as investments from
the private sector and SOEs This continued

growth is projected to translate into higher GHG
emissions, making decarbonization of this sector
one of the main priorities in achieving emissions
targets.

In 2022, this sector was primarily composed of:
downstream oil and gas products, production of
non-metallic minerals such as cement and metals
suchas steel and aluminum. Downstream oil and
gas products are mainly produced by gas
processing plant,  petroleum refinery,
petrochemical plants, methanol plant, and urea
plant. This segment has experienced strong
growth over the past decade, with increased
production and exportvolumes.

Metallic and nonmetallic material production is
another key segment in this sector with non
metallic minerals producing 2.7 million tons of
clinker in 2022 achieving over 50% growth in the

last 10 years, whereas metals segmerntotaled
around 0.8 million tons of metal production in
2022, primarily from steel and aluminum
production.

In 2022, the industry sector generated &
MtCQeq of emissions driven by the use of
emission fuelin energy and raw materials across
six segments Downstream oil and gas products, as
well as nonmetallic minerals, are two major
contributing segments, collectively responsible
for 6.3 MtCQeq in total sector emissions. Other
contributors include metals, chemicalsand food
and beverage which together account for an
additional 2 MtCQGeq. The remaining 6 MtCQeq
was generated by other industry segments such as
construction and construction materials (Figure
12).

It should be noted that the industy sector is often
considered hardto-abate in terms of GHG
emissions,primarily due to the high temperatures
required in industrial processes. These processes
often rely on hydrocarbons and produce gases
from chemical reactions that mayalso contain
fluorine.

Figure 12. Industry sector GHG emissions breakdownin 2022, MtCQeq

Total industry sector emissions in 2022: 8.9 MtCO,eq

43% (3.8 MtCO,eq)
Downstream oil and gas
Includes

* Gas processing plant

* Qil refinery

* Polymer plants

¢ Methanol plant

¢ Urea plant

28% (2.5 MtCO,eq)

Non-metallic minerals?

1. Mainly consists of construction materials, such as gypsum, glass, concrete
2. Includes other industry segments such as construction, pulp and paper, and other product manufacture and use
Source: SOCAR decarbonization plan for downstream; Ministry of Ecology and Natural Resources for other segments
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10% (0.9 MtCO, eq)
Metals

8% (0.7 MtCO,eq)

Chemicals

4% (0.4 MtCO,eq)
Food and beverage
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Industrial activity growth is prioritized in the
country and is evident in its current measures and
policies targeted at the sector development.
However, some policies are now alsemphasizing
sustainable growth and decarbonizationefforts.
As the country  progresses  toward
decarbonization, further policy improvements
would be introduced to accelerate the pace of
decarbonization. More detailed information is
available in Section6.2. Regulations and Policies.

INCREASING ENERGY  EFFICIENCY
SWITCHING TO CLEANER FUELS

Various state programs, including the 20152020
Industry Development Plan and the 20222026
SociocEconomic Development Plan include
policies and measures to improve energy
efficiency. These policies have translated into

AND

o8T

use natural gas(and later can use carborcapture
or hydrogen) as a fuel rather than coke or coal
the traditional fuel used in blast furnacefor iron
production - and will later incorporate carbon
capture or hydrogen.

CONCENTRATION OF INDUSTRIAL ASSETS IN
INDUSTRIAL PARKS

Industrial parks serve to geographically
concentrate industrial assets, thereby easing
future decarbonization efforts. For example,
recycling heat and wasteCCUSand electrification
at-scale become easier when industrial assets are
geographically concentrated and use shared
infrastructure. Multiple industrial parks have
been establishedin the past decade, with policies
aimed at continuing this trend in an effort to
produce 15% of the secto®& output within these

concrete actions, such as the establishment of a parks (Table13).

new Direct Reduced Iron (DRI) facility, which will

Table 11. Industry sector current measures

Support mechanisms for energy efficiency through various

Establishment of Direct Reduced IrofDRI) plant as a low

carbon iron production route

Area Current measures
Increasing energy efficiency 1

and switching to cleaner state programs
fuels )l

Concentration of industrial 1

assets in industrial parks

Commission of industrial parks such as SumgaChemical
Industrial Park, Sumgait Technologies Park, Aluminum

Production Complex, and others

3%# 4/ DY A(7! 93

To achieveabatement, actions need to be taken
across three main pathways: energy efficiency,
operational upgrades,and electrification.

ENERGY EFFICIENCY

Enhancing energy efficiencwvill be one of thekeys

unlocks for decarbonizing the industry sector,

namely downstream oil and gas segment. By
increasing the output per unit of energy
consumed, industrieswould significantly reduce

their emissions. Thiswill be achieved through the
modernization of equipment, machinery, and
facilities.
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OPERATIONAL UPGRADES

In the downstream oil and gas and alumina
refining segments, incorporating advanced
technologies into operations would reduce
emissions. For example, in downstream oil and
gas, the appliation of Leak Detection and Repair
(LDAR) significantly contributes to
decarbonization by reducing fugitive methane
emissions through timely detection and repairs.

ELECTRIFICATION

Many segments of theindustry rely on high
emission fuel combustion to operate, where
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electrification of equipment and machineryis key steam, respectively. Similar applications exist in
to unlock full decarbonization potential. For alumina refining within the metals segmentand
instance, in food and beverage and chemicals downstream oil and gas. Electrification with
industries, gas boilerswould be substituted with increased penetration of renewables in the eneryg
high-temperature heat pumps aml electric boilers grid will translate to the decarbonization of fuel
for generating low-pressure and highpressure consumed by industrial assets.

)4y v 4)Y[ . 0O,

To reach decarbonization target by 2035 it is mitigation strategy that outlines specific actions
essential to have a comprehensive emissions and measures for reducing emissionslable 13).

Table 12. Industry sector potential mitigation measures

Themes Planned measures
Planned measures by 2035

1 Improve energy efficiency in downstream oil and gas to

Energy efficienc ) 97 = L
oy y obtain reduction in emissions

Electrification 1 Replace gas boilers with electric boilers and heat pumps

1 Apply LDAR technology to curb downstream o#énd gas

Operational upgrades o
emissions

Achieving decarbonization target by 2035in the Technological advancements such as ineanode
industry sector will require additional CapEx, technology, development ofRESin the power
considering the implementation of high-cost sector and grid upgradesand capability building
pathways and measures. The majority of the OpEx through upskilling and reskilling will be key to
are driven by the chemicals and nommetallic unlocking sectorial decarbonization

minerals segments, which are aimed at significant

electrification and advancedtechnology.
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As OEA AT (pbpOl&iohd énd industrial

activities continue to grow, managing waste
presents an important opportunity  for

environmental improvement. As of 2022, total
generated municipal solid waste (MSW) and
industrial waste amounted to 3.9 Mt, resultingin

395 kg of waste generated per capita. Two
primary sources of solid waste household and

industrial activities? contributed to 67% and

28% of the total waste collected within the

country, respectively. The remaining 5% was
derived from other sectors, incluing agriculture,

fisheries, and forestry. This distribution highlights

the significant impactr and opportunities for

improvement? of both domestic and industrial

activities on overall solid waste management
challenges. Additionally, wastewater, including
domestic and industrial effluents, generates GHG
emissions when treated or disposed of in
anaerobic conditions. In 2022, approximately 260
million m3 of wastewater was treated.

Overall, the waste sector was responsible for
ATl EOOET ¢ 18w
approximately 7% of the country's total GHG
emissions in 2022. One of the primary
contributors to these emissions is methane, which
is released during the anaerobic decomposition of
organic materials. Emissions from solid organic

.AOETTATTU $AOCAOIETAA #1711 OOEAOOETI

waste disposal from suctlsites constituted50% of
total emissions in the waste sector, with 2
-O0#/ FAN ET ¢mccgs8
treatment process contributed 2.4 MtCQeq to
overall sector emissions, primarily from methane
and NO gases arising from the anaerobic
decamposition and nitrification -denitrification
processes integral to wastewater treatment
(Figure 13).

In addition to waste treatment and disposal, waste
incineration is another form of waste

management that produces less G@missions per

kg of waste compared to open landfills. In 2022,
waste incineration at the Balakhani solid waste
incineration plant generated 231.4 GWh of
electricity and emitted 0.01 MtCQeq in GHG
emissions, which is estimated to be approximately
84,000 tCQeq less than what would have been
produced in open landfills. These emissions are
AT 1T AET AA xEOQOE
they are produced while generating power.

- 0#/ F A RN rAdditionatlyy p%efn'@sié)psé'om bugajng biomass

materials, amounting to 0.5 MtCeeq, were
excluded from the national total, as these biogenic
emissions mainly come from the incineration of
paper, food, and wood waste

Figure 13. Waste sector GHG emissions breakdown in 2022

Total waste sector emissions in 2022: 4.9 MtCO,eq

50% (2.4 MtCO,eq)

Solid waste in managed and unmanaged waste RUERTSTEIY
disposal sites

Methane (CH,) and nitrous oxide (N,0) emissions in
landfills
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50% (2.4 MtCO,eq)

Methane (CH,) and nitrous oxide (N,0) emissions during
the decomposition of organic matter and biological
nitrogen removal processes

(0.01
MtCO,eq)

Incineration
Carbon dioxide
(CO,) emissions
from controlled
incineration process

Accounted for in the

Power sector
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Table 13. Waste sector current policy and measures

Area Current measures

1 Implementation of circular product designs and sorting
technologies

1 Increased awareness of waste managemetitrough
programs and campaigns

Solid waste management

1 Construction of new wastewater treatment plants irnthe

Wastewater management o -
9 main districts of Azerbaijan

| AREOET T AT 1 UR OEA #/0cwl fRACADABPHI A EuOAéDAAe\@A,Eﬁ\ T
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hE

Ci OAOT I AT 0O 061 A0GO 1 AOGEATAL OF o&dEgEL T EAT @/ElAh‘ AT
x AOOA OAAOI O 0Oi EAlDlBEV@@'éll &ﬁ"EV@O@I Igly A A
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3%#4/ 21, 01 4(7! 93
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Table 14 below outlines the planned mitigation wastewater treatment, including various
measures for managing solid waste disposal and initiatives and actions.

Table 144. Waste sector mitigation measures

Themes Planned measures
Planned measures by 2035

1 Assess the feasibility and construction of AD plants near
AD plants intersection of waste landfills o
1 Increase the share of waste sorting in total generated waste
through incentives and awareness programs

Wastewater treatment 1 Construct new wastewater treatment centers to increase
centers capacity and improve the efficiency of wastewater
processing

By 2035, most of the CapExwill be directed treatment plants. These investments are pivotal in
toward building advanced sorting centers and reducing emissions and promoting sustainable
technologies. Additionally, investments will focus ~ Waste management in the country.

on developing AD facilities and wastewater
treatment centers. OpEx will cover the continuous
operation and maintenance of these facilities,
including labor, energy, and equipment upkeep for
sorting centers and anaerobic and wastewater

Addressing key challenges and decarbonizing the
AT O1 OOUB8 O x AOOA OAAOQT O
wastewater treatment presents a viable pathway

to meeting its decarbonizationgoals
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The AFOLU sector focuses on the production of continue to grow mainly based on land availability
grains, fruits, vegetables, and various livestock and food needs of the population.
products, including meat, dairy, and wool, and also _
encompasses land use, forestry, and soil Agncultural lands covered about 4.8 min hectares
management practices. As a sector, it is the |r| 2022. Across these.lands, the total number of
country® largest empoyer providing jobs for 36%  llvestock was approximately 10.5 min heads,
as of 202215 Overall, in the past decades consisting of mainly cattle and sheep as of 2022
agricultural production has been growing at a  (F19ure14).
CAGR of 11% since 2000 and is expected to
Figure 11. Total land fund and livestock breakdown as of 2022
Total land fund breakdown in 2022 otal livestock breakdown in 2022
% in total % in total
Other land Others
Settlements
7%
4%
Forest lands
L2 Cattle
10.5
MIn heads
Grassland Cropland Sheep
Agricultural lands: 4.8 mln ha
In 2022, the agriculture sector emitted a total of  of enteric fermentation emissions, underscoring
P8 - O#HigerA NI5), with emissions  their dominant role in agricultural emissions.
stemming both from livestock and crop ) o
production activiOEA O OA1 AAROEAICA #.ﬁ'ﬁ—fﬁ%d%#tﬁ'ese emissions, the sector also has a
;66 T & Al ARiEOOETT Oh #PRZIng ¢lgmggip fhe tam /&g Lapdiise 4 ¢
linked to energy use in farm machinery, Lar_1d—Use Change, and Forestry (ITULUCF) septor,
particularly diesel consumption, while methane which acts as a carbon sequestratlon mechanism.
ATA .FI AIEOGOEITO 1AETIN 292511\ FUKUCHE Sqnifibuted; a5 e gatbon
fermentation in ruminant animals and the O, NO B OOPA O‘E I,I.. . I,’fE Y 8'c~ . Of? /A
Al EQOET | OAI T OGA1 6 AAAT O1 0

anaerobic decomposition of manure. Enteric
fermentation and energyrelated emissions are
the largest contributors,accounting for64%?:6 and

16% of total sectoral emissions, respectively
Cattle and sheep are responsible for 67% and 27%

15 The State Statistical Committee of the Republic of
Azerbaijan

16 Upon a future census of the country's livestock and
adjustments to the emission intensity estimates for
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across 1.04 million hectares. This sequestration
has played a significant rad in offsetting the
overall emissions impact of the agriculture sector.

the livestock sector, the total emissions figures may
be subject to revision
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Together with LULUCFthe net emissions of the
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Figure 15. AFOLU sector GHG emissions breakdown in 2022, MtG@q

Total net AFOLU sector emissions in 2022: 2.8 MtCO,eq

Livestock emissions:
5.9 MtC0O,eq

63% (5.1 MtCO,eq)
Enteric fermentation
Digestive process in animals producing methane as a by-product

10% (0.8 MtCO,eq)
Manure management
Anaerobic decomposition of manure in storage or treatment systems

(-5.2 MtCO,eq)
LULUCF!

Soil and Cropland
emissions:
0.8 MtCO,eq

10% (0.8
MtCO,eq)

Aggregate sources
and non-CO,
emission sources
on land

Including urea
application, N20
emissions from
managed soils and
manure, and rice
cultivation

Energy emissions:
1.3 MtCO,eq

17% (1.3 MtCO,eq)
Vehicles, machinery and
stationary equipment
Combustion of fossil fuels and
other organic materials for

fixed equipment and processes
used on farms

Net emissions from Forest land, Cropland, Grassland, Settlements and harvested wood products

1. Land Use, Land-Use Change and Forestry (LULUCF)

Despite the growth in agricultural activity, forest
land expansion under the Land Use, Landse

Change, and Forestry (LULUCF) segment is

expected to play a crucial stabilizing role in
absorbing emissions. The projected expafn of

approximately 30 thousand hectares of forest land
by 2026 will increase the total forest coverage to

S3%# 4/ 2!, 0! 4(7!93

12.3%, forming a key part of the country broader
emission stabilization efforts. The increase in
£l OAOO 1 AT A
2026 SocicEconomic Development Strategy,
which emphasizes forest area expansion and the
promotion of sustainable agricultural practices to
mitigate overall emissions.

Emission reductions in this sectorwill be realized
through a combination of abatement themes

touching upon the major sources, such as livestock

and energy use, while significantly boosting

METHANE REDUCTION

Addressing methane emissions from livestock,
particularly through advanced feed additives and
dietary practices, will be key in the agriculture
sector. Howeve, since most of the livestock in the
country are freerange and not managed in
feedlots, the overall impact may be limited.
Medium- and large-scale composting facilities will
also aid in controlling emissions from manure.
Additionally, optimizing livestock size by
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carbon removals, primarily driven by the
expansion of forest land within the LULUCF
framework.

increasing the portion of larger breed animals
could help reducing methane emissions.

ELECTRIFICATION OF MACHINERY

Transitioning from diesel-powered agricultural
machinery and equipment to electric alternatives
will be another major step toward emissions
reduction. This shift will encompass not only
mobile vehicles but also stationary equipment,
such as water pumps, irrigation systems, grain

EO OODPDI OOAA
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builders and crop processing equipment,
refrigeration systems for the storage of
agricultural  products, and other essential

machinery. However, the success of this transition
will depend on developing the necessary
infrastructure to support the widespread
adoption of electric vehicles and machinery.

SMART AGRICULTURAL PRACTICES

Adopting improved farming technigques, such as
reducing fertilizer overuse, notillage, and

precision agriculture, will help further lower

emissions while boosting efficiency and
sustainability across the sector. Additionally,
given the general challenge of soil erosion due to
country® moaountainous landscape, the
establishment of a smart systems including

“ )4y 14y 0, !

detailed land information system is considered an
important measure to enhance the effectiveness of
these practices and improve longerm
sustainability outcomes.

LULUCF

Expandingforest land will play a pivotal role in the
country® decarbonization efforts, significantly
enhancing carbon sequestration within the AFOLU
sector.Beyond achieving targetn AFOLULULUCF
offers an additional carbon removal capacity,
providing extra sequestration potential that could
support the decarbonization efforts of other
sectors as well, contributing to broader national
sustainability goals.

To reach thedecarbonization target by 2035 it is

mitigation strategy that outlines specific actions

essential to have a comprehensive emissions and measures for reducing emissionslable 14).

Table 14. AFOLU sector mitigation measures

Themes

Planned measures

Planned measures by 2035

Electrification of machinery
Methane reduction |

Forestry T

Achieving emission reductions in the AFOLU
sector will require targeted capital investments,
particularly in grain-processing technologies and
the dectrification of machinery. The shift to
electric machinery will also necessitate the
development of EV infrastructure, including
charging stations and battery storage, requiring

62

1 Accelerate shift from traditional ICE machinery to electric
machinery

Introduce manure composting facilities

Leverage relevant lands taecover back to or convert to
forest land

additional investments. Furthermore, annual
operating expenses will be inflenced by several
factors, with seaweed and aNOP additives being
the most significant contributors to operational
costs as they are key to reducing methane
emissions. The successful implementation of these
measures is contingent on ensuring they do not
negatively impact agricultural productivity.

o8T
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Successful implementation of decarbonization
initiatives requires addressing infrastructure
requirements, including power grid upgrades,
electric vehicle charging infrastructure (EVCI),

and other minor components (e.g., methane
transportation and storage axd waste sorting
facilities). These infrastructure enablers will help
unlock decarbonization across sector§-igure 16).

Figure 1612. Impact of infrastructure requirements across sectors

Infrastructure requirements across sectors

Infrastructure

. Sector that requires respective infrasructure

Power transmission and distribution
grid upgrades

Power

0il & Gas
Industry
AFOLU
Transportation
Buildings

Waste

Electric Vehicle
charging infrastructure

Other?

1. Includes methane transportation & storage used in oil & gas, and waste sorting facilities used to separate organic waste for anaerobic digestion

POWER TRANSMISSION AND DISTRIBUTION
GRID UPGRADES

As sectors transition from high emission fueldo
electricity to meet their energy needs, the power
grid will have to develop to deliver this increased
demand to end consumes. The COP29 Global
Energy Storage and Grids Pledge commits to
deploying 1,500 GW of energy storage and
enhancing grid capacity by 25 million kilometers
by 2030, aiming to support the transition to clean
energy and achieve global nezero emissions by
2050. This initiative emphasizes international
collaboration, social inclusion, and working with
private sector capabilities. It also recognizes the
importance of i) modernizing grid infrastructure
and costeffective energy storage technologies in
integrating renewables and ii) enhancing energy
security.

Required grid upgrades are separated into two
main areas. Firstly, improvements will be
necessary to increase the uptake of renewables in
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the energy mix. This includes installing inverters
to integrate renewable energy into the grid,
applying smart grid technologies to match supply
and demand, and managing the impacts of
distributed power generation, such as reversed
power flows. Additionally, transformers will be
crucial for managing voltage levels across both
transmission and distribution (T&D) networks,
ensuring stability as capacity increases and more
decentralized renewable sources are integrated.

Secondly, the grid will need to handle larger loads.
This requires modernization, capacity increases,
and the rdlout of new substations, transformers,
and lines. Demaneside management (DSM) will
also be vital for managing local peaks, and efficient
power storage systems will help align supply with
demand.

Upgrades to the grid will need to be phased in line
with the electrification of sectors, ensuring that
power T&D do not become bottlenecks.



Il UAOAAEEAT 80

ELECTRIC VEHICLE CHARGING
INFRASTRUCTURE (EVCI)

Increasing uptake of EVan the coming decades
will mitigate the effects of highemission fuel
combustion in  both transportation and
agriculture. To facilitate this transition, mass
rollout of EVCI is required to position electric
vehicles as a convenient and accessible alternative
to vehicles with ICEs (contingent on the
availability of distribution grid capacity for
increased eéctricity demand).

To reach a targeted share of electric vehicles,
scaling of EVCI would need to accompany it.

64

o8
OTHERS
Other infrastructure, such as methane
transportation and storage and waste sorting
facilities, will also be key in enabling

decarbonization, albeit at a smaller scale.

At the same time, AD plants are expected to serve
as a primary decarbonization lever in the waste
sector. For these plants to have a reliable and
sufficient source of feedstock, waste sorting
facilities will need to be established. To meet the
target, new facilities with increased capacity will
need to be commissioned prior to 2030.



6. Enabling
Conditions for
Implementing
Mitigation
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To achieve a successful decarbonization program,
the following conditions need to be satisfied:
ensuring proper finance mechanisms, setting
robust regulations, enhancing existing
technologies and innovation, developing
capabilities, establishing effective gogrnance,
and adopting an Enhanced Transparency
Framework (ETF).

Reachingthe target of 40% reductionby 2035 will
require substantial investments across sectors
that focus on infrastructure, renewables, and
advanced technologiesSubject to the countrys
sustainable sociceconomic development,these
investments should be supported by a mix of
international and local financing mechanisms,
such as Foreign Direct Investment (FDI), Public
Private Partnerships (PPPs), Power Purchase
Agreements (PPAS), and Multteral
Development Banks (MDBs), including
concessional finance and grants,to propel
economic growth, job creation, and development
of advanced capabilities.

A comprehensive policy framework
encompassing crosssectoral and sectorspecific
measures is essatial to ensuring longterm
emissions reduction and climate resilience while
supporting the implementation of NDC 3.0.

©8/&EBI AT AA

Moreover, the deployment of advanced global
technologies and equipment upgrades is crucial,
including their transfers, conditional on feasibility
and maturity levels. As supporting measures, R&D
projects, education programs, and international
collaborations are essential to improve
technological capabilities and ensure access to
cutting-edge solutions.

Combating climate change, enhancing
sustainability, building additional capacity, and
advancing technologies necessitate
comprehensive plans to bolster workforce
through education, technical assistance, upskilling
and re-skilling, and advisory services, targeting
diverse demographics.

A robust and adaptable governance mechanism
and ETF will ensure adequate progress is made in
implementing decarbonization pathways by
setting clear targets, monitoring progress,
addressing solutions, and adjusting investment
strategies.

The country® transitioning away from fossil fuels
toward RESand a sustainable economy unlocks
revenue potentialz which can also be leveraged to
further support the transition z attracts
investment, creates highvalue jobs, and
encourages innovation.

- AAEAT EOI O

To achieve 40% reduction by 2035 will require
significant investments across sectors. These
investments will focus on infrastructure, adaptbn
of renewables, lowcarbon and green energy
solutions, and development of advanced
technologies.

As a source of financing, Azerbaijawill rely on a
mix of international support and investors,
government support and local investors through

mechanisms seh as FDI, PPPs, and PPAs. Securing COP29 Presidendy o)
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international financing through multilateral
development banks (MDBs) and climate
investment funds, including highly concessional
finance and grants,will be critical to supporting
the country to reach decarbonization taiget. The
scale of and the need for the financial support for
this NDC 3.0 sheds additional light on the vital
importance of climate finance in general andhe
New Collective Quantified Goal (NCQG) set under
COP29in particular, once again.This alignswith
6 EIOE iEdiancing
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Ambition and Enabling AA O E Twihiéhh links
ambitious climate action plans, like this NDC 3.0,
and similarly ambitious climate financetogether
as the two equally important pillars. Public finance
from developed to developing country parties will
be crucial in achieving netzero goals.

yl T ETA xEOE
the Climate Finance Action Fund (CFAF) initiative,
to be funded by voluntary contributions from
hydrocarbon producers, whether states or
corporations, aims to drive public and private
sector efforts in mitigation, adaptation, and R&D,
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while providing highly concessional and grant
based funding for disasterstricken developing
countries. Moreover, Baku Initiative for Climate
Finance, Investment, and Trade (BICFIT) will
focus on the intersection of climate finage,
investment, and trade by promoting green

investment, supporting policy developmeng, and . .
R A B bt d Frbulan g KA f

Azerbaijan also reserves the right to pursue
cooperation under the Article 6 of the Paris
Agreement to unlock financial support
opportunities.
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The commitment to decarbonization requires a  sectoral and sectorspecific policy and regulatory
comprehensive policy framework to achieve long measures (currently enforceable and planned)
term emission decreases while gstaining climate that will support the implementation of NDC 3.0
resilience. This section outlines the key cross (Figure 17).

Figure 17. Existing and planned policies and regulations to support

|l UAOAAEEAT 80 AAAAOATTEUAOETT DPAOExAU
CROSSSECTORAL REGULATIONS AND Oletbaijan 2030: National Priorities for
POLICIES Ol AETAATTTI EA AAOAI-bd AT 006
Major steps have already been taken regarding Social and Economic Development Strategy
regulations and policy to strd COEAT 1 U A dRAighitiae] ippertance of efforts to keep GHG

climate actions. A number of crossectoral emissions at a level consistent with international
policies arein place to support decarbonization  Standards. They prioritize green energy, with
across  sectors. This cover preventing  increased use of renewable energy and green
environmental damage by economic and other technologies, and a cleaner ecological

associated activities, energy entities, and air €nvironment with increased green areas and
pollution. circulation of unused land.
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