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Chairman’s Foreword

In 2011, the Industry Advisory Panel (IAP) continued to develop its
activities, with an increasing focus on the current dynamics of the
energy sector as reflected through the views of energy business
stakeholders. We have sought to ensure that our meetings mirrored
the pressing energy issues of the day and to maintain a fruitful
dialogue with the broader Energy Charter constituency.
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This year the IAP convened three times in different locations. The
first meeting was held in Prague in April, at the kind invitation of
the Czech Power Company CEZ, a member of the IAP. The following
meeting took place in Brussels, at the headquarters of the Energy Charter Secretariat. And
finally, we convened for a second time in three years in Baku, at the courtesy of SOCAR as
the host. The two meetings outside Brussels allowed the Panel members to acquire in-depth
and first-hand information on the energy sector challenges and prospects in two important
countries, the Czech Republic and Azerbaijan, as well as their surrounding regions.

Each meeting focused on specific areas of consideration, which we believed would shed
further light on the functioning of the whole energy value chain. Discussions on selected
topics with distinguished speakers from within the IAP, as well as with external experts,
paved the way towards a more insightful understanding of the current issues faced by the
energy sector. It was also important to reflect the Panel’s views on areas of interest to the
Energy Charter Treaty signatories. In this issue of IAP Insights, you will find snapshots of the
presentations made during our 2011 meetings.

As IAP Chairman, | have also benefitted greatly from the assistance provided by the new
working environment within the Panel, with the appointment of a Deputy Chair and the
creation of a Steering Group at the end of last year. Their valuable contributions enabled the
IAP to organise successful meetings with varied and interesting coverage.

| believe that the IAP has grown into a more diverse and effective advisory body this year
through the participation of new members and | trust this can be viewed as a positive
reflection of the work of the Industry Advisory Panel in energy business circles. It is my
strong wish that this development will continue further in 2012. For our part, we will strive
to be more effective in helping to build more robust global energy governance through the
modernisation efforts taking place within the Energy Charter framework.

This is the second issue of IAP Insights that you have in your hands, and we are delighted to
have this chance to inform you of our activities throughout 2011. Taking this opportunity, |
would like to thank the Energy Charter Secretariat for their constant and constructive support
of IAP activities and for producing this publication. | am confident that we will be able to
improve our communication with you each year through this report, and would be very
pleased to receive your comments and feedback.

Howard Chase
Chairman of the Industry Advisory Panel
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Message from the Energy Charter
Secretary General

The Energy Charter attaches great importance to its relationship

with the energy industry. The Industry Advisory Panel is the

perfect platform for such a dialogue. On the one hand, it gives our
organisation an invaluable insight into the workings of the very sector
for which it is setting international rules; on the other, it gives the
energy business the possibility to provide direct feedback to us on the
initiatives and policies of the Energy Charter.

Ever since its inception in 2004, the Panel has established itself as a
notable forum for analysing energy market and policy trends, areas of possible concern, positive
developments and identifying new emerging challenges heading the energy sector’s way. The
Energy Charter constituency gets to benefit from the vast experience and high level of expertise
of energy companies, associations, think tanks and other international organisations through the
presentations made at the Panel’s meetings, site visits organised by IAP members and the Panel’s
annual Communications to the Energy Charter Conference.

On behalf of the Energy Charter, | would like to express gratitude to the Chairman of the Industry
Advisory Panel, Mr. Howard Chase, Deputy Chair, Ms. Anastasia Kalkavoura, and the IAP Steering
Group for their insightful guidance of the Panel’s activities, which result in a greatly valued input
into the work of the Energy Charter Process. | wish the IAP and its members all the success in the
years to come, and while | am stepping down as the Secretary General of the Energy Charter at
the end of 2011, | am certain that under my successor the significant relationship between the
Charter and the Industry Advisory Panel will be just as productive and mutually beneficial as it has
been for the first seven years of the IAP’s life.

André Mernier
Secretary General
Energy Charter Secretariat

From left to right:

Dario Chello
Director Energy Efficiency Investment
Energy Charter Secretariat

Howard Chase
Chairman
Industry Advisory Panel

André Mernier
Secretary General

Energy Charter Secretariat

Energy Charter Secretariat
56 Boulevard de la Woluwe - 1200 Brussels « Belgium
Tel.: +32-2-775-98-00 - Fax: +32-2-775-98-01 - info@encharter.org




The Industry Advisory Panel at a Glance

The Industry Advisory Panel was set up by the Energy Charter Conference in 2004 as a means to
build on existing contacts with industry, and to strengthen the dialogue with the private sector
on the main directions of the Charter process, with a particular focus on risk mitigation and
improvement of the business climate.

The Panel is intended as a consultative board to the Energy Charter Conference and to its various
Groups, and provide advice on relevant issues related to energy investments, cross-border flows
and energy efficiency. It presents its views to the members of the Energy Charter both in the
Charter’s Groups and also in regular Communications to the Energy Charter Conference.

Members of the Industry Advisory Panel are selected on the basis of nominations from member
countries and invitations from the Secretariat, with the overall aim to ensure that the Panel is
broadly representative of the energy industry across the Energy Charter constituency, both in
terms of geography and industry sectors. Today the IAP counts approximately 30 members from
energy companies, international associations and institutions throughout the Charter constituency.

The Chairman of the Panel is Mr Howard Chase, Director of Government Affairs at BP Europe.

At its meeting in September 2010 the Panel has also appointed Ms. Anastasia Kalkavoura, Director
for International Government Affairs at Hellenic Petroleum, to the post of Deputy Chairman.

Another innovation introduced at the September 2010 meeting of the IAP, was the creation of

a Steering Group which is intended to ensure a more efficient running of the Panel’s activities.
Tom Therkildsen, Senior Advisor Strategy and Analysis at Statoil Natural Gas, and Marco Margheri,
Head of EU Affairs at Edison, have become the first members of the Steering Group, which may
eventually grow in size.

Prague Meeting of the Industry Advisory Panel, April 2011
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Prague Meeting

The first Industry Advisory Panel meeting of 2011 was kindly hosted by the Czech Power Company
(CEZ). The IAP gathered at the company’s head office in Prague on 12 April.

Mr. Jiii Feist, CEZ Group Strategy and Development Director, gave an overview of the
company’s profile, financial standing, portfolio and current and future activities

Due to its effective trading and market strategies, the company operates
in ten countries from the Baltic to the Black Sea and is among the top ten
European utilities, occupying the eighth place both in terms of customer
base and market capitalisation. Despite the ongoing global economic
turndown, CEZ has managed not only to avoid losses, but to increase

its net income, achieving a remarkable 35% growth in the first three
quarters of 2010 compared to the same period in 2007.

CEZ has a vertically integrated structure, only the transmission grid is
owned and operated by a separate state-owned company, CEPS. CEZ
accounts for half of lignite mining in the Czech Repubilic, two thirds of the
generation market and sixty percent of distribution to customers. In 2010, the company’s generation
portfolio was heavily dependent on lignite and brown coal and on nuclear power (for base load).

CEZ Generation Portfolio in 2010
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In order for the Czech Republic to meet its national CO2 reduction targets and not raise electricity
prices for final consumers, CEZ, being the economic actor, will have to revise its generation mix.
Most likely, this will result in lowering the share of lignite/brown coal use. Nuclear generation is the
backbone of the Czech electricity sector with domestically available uranium resources, very low
and stable operational costs and some of the best safety assessments in the world, therefore, even
despite the Fukushima accident, most probably it will maintain its share and possibly increase.
CCGTs may also find wider use in power generation, where the share of gas currently is fairly low.

Integration of national electricity markets is one of the European Union’s priorities. It is also
important for the Czech Republic, which looks at becoming a net electricity exporter. However,
the rates of new infrastructure development in the region are very low, and without physical
infrastructure no integration is possible. Electricity system interconnections require significant
investment, which should be facilitated with the EU pushing forward with the implementation of
its infrastructure policy.
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Representatives of the Czech Ministry of Industry and Trade Ms. Renata Burikova

of the Energy Policy Department and Ms. Olga Svitakova, Head of the International
Energy Relations Unit, have outlined the key points of the country’s energy policy, the
structure of the national energy market and the sector’s prospects for the coming years

In 2010, the Czech power sector produced 85 910 GWh, of which almost
71 GWh were consumed domestically and the rest was exported. The
country’s electricity market has been taking shape over the past decade:
the state-owned TSO was created in 1998; the regulatory authority

and the state-owned electricity market operator for electricity and gas
—in 2001, the latter organises the market and sets CO2 allowances. The
full opening of the market to all customers including households was
achieved in 2006; and the Prague Energy Exchange began its work in
2007, setting the market price for electricity.

It is important to note that the Czech Republic
has the largest district heating system in operation in the European
Union, with commensurate CO2 emission benefits, and it is taking the
lead within the EU on the use of co-generation infrastructure.

The current State Energy Concept of the Czech Republic was approved
in 2004 and later updated in 2009 to take into account global energy
market developments, the conclusions from the 2009 gas crisis and to
extend the outlook from 2030 to 2050.

The country aims to remain self-reliant in terms of energy, therefore its

energy policy gives priority to domestic sources, including black and

brown coal, uranium and renewables. At the same time, the Czech Republic wants to achieve

a more balanced and diversified energy mix with added focus on environmental friendliness,
without undermining the country’s self-sufficiency, energy security and competitiveness at the
European level.

Installed Capacity in the Czech Republicin 2010 (19,934 MW Total)
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Concerning the European 20-20-20 objectives, the Czech Republic is a bit behind with its national

targets yet still on the right track. There have also been significant results in energy intensity
reduction over the period of 2005-2010 and CO2 diminution over the period of 1990-1995, and the
intention is to achieve noticeable progress towards 2050.
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2050 Energy Mix according to the Czech State Energy Concept
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Other tasks for the Czech government for the future include amending the country’s energy
legislation and harmonising it further with EU law, deepening international cooperation
(including the ongoing process of merging the Czech and Slovak electricity markets) in order to
tighten security of transit and energy use, and creating conditions for the overall renovation and
development of the Czech energy sector.

Ing. Zdenék Hubacek of the Energy Department of the Czech Ministry of Industry and
Trade made a presentation on the country’s prominent nuclear energy sector

In the Czech Republic there are two nuclear power plants - Dukovany
and Temelin —accounting for almost 20% of the nation’s power
generation, both owned by CEZ. In addition, there are two experimental
and one school reactor, three low waste repositories (managed by a state
agency), and two interim storage facilities owned by CEZ.

For the nuclear industry to exist and properly function, public acceptance
is crucial, it is impossible to underestimate the importance of clear and
effective communication with the public. At the end of 2010, public
acceptance figures for the Czech Republic were the highest in Europe
(there is no data yet for the post-Fukushima period). The technology
used at Dukovany and Temelin — pressurised water reactors — is considered safe, it is much more
advanced than the single circuit boiling water reactor technology used at Fukushima.

442 Reactors in the World in 2010 143 Reactors in the EU in 2010
(375 001 MW Installed Capacity) (134 412 MW Installed Capacity)
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Nuclear Reactor Technology

Boiling Water Reactors (BWR) - 40-year old technology employing one unit, one
circuit (e.g., Fukushima)

Pressurised Water Reactors (PWR/VVER) - two separate circuits, most wide-
spread technology (e.g., Czech Repubilic)

Pressurised Heavy Water Reactors (PHWR) - similar to PWR technology, but uses
heavy water, which is more efficient (neutrons are slowed down more easily in
heavy water) but more expensive (e.g., Canada)

Gas Cooled Reactor (GCR) - newest existing technology using, for example, CO2
(e.g., Hungary and the UK)

Light Water Graphite Reactor (LWGR/RBMK) - despite its advantages, graphite is
highly flammable (this technology was used at the Chernobyl reactor and is now
employed only in Russia)

Fast Breeder Reactor (FBR) - still in development stage, uses three circuits, some
metallurgical issues require resolving

In addition to the role played by the International Atomic Energy Agency, currently counting 166
member countries, the nuclear sector in the Czech Republic is supervised by an independent
national regulator, which is a state office with an independent budget. The regulator is
responsible for nuclear safety and protection in the country, physical protection and planning
and is accountable directly to the Prime Minister. There is only one uranium mine in the country
and any uranium trade is subject to international agency permits.

Identified Sources of Uranium Globally in 2010 (approx. 5.40 MtU)
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The average age of nuclear reactors in the Czech Republic is approximately 25 years. The lifetime

of nuclear installations depends on the quality of used materials. The pressure vessel is almost
impossible to replace - it is enormous and extremely radioactive, its lifetime is the main factor
in determining the commissioning date of a nuclear power plant. It can be estimated that the
pressure vessels used in the Czech Republic are good for 60 years.
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In the wake of the Fukushima accident, the EU has prepared a set of “stress tests” for the nuclear
sector in Europe. While the industry is fairly confident in the face of such an assessment due to
stringent controls applied in the sector on a regular basis, there is a widespread view that the
“stress tests” are more of a political measure rather than technical. Fukushima was a unique
combination of three highly dangerous factors — an exceptionally strong earthquake, tsunami,
and a major disruption in power supply. If and when a new nuclear accident happens, most likely
it will not have the same causes as Fukushima, Chernobyl or the Three-Mile Island.

Mr. Tomas Chmelik, Head of Clean Technologies and E-mobility Project Manager at CEZ,
presented the Group’s strategy in the field of new technologies,
which aims at halving its emission factor by 2020

The key to this approach is focusing on near-to-zero emission energy
sources (expansion of nuclear, increasing the efficiency of coal-fired
power plant, developing renewables) and making room for new
technology. As a result, new possibilities emerge, including for Smart
Grids and E mobility — individual electric vehicle transportation.

The Czech Republic meets all the necessary criteria for successfully
testing E-mobility — it is the appropriate size with convenient distances
between its cities, it has a variety of landscapes and boasts a long
automotive tradition. The country estimates that it could have 3.5% of
electric vehicles in overall road traffic by 2020. The main challenges at
this stage are standardising at the European level, introducing sophisticated infrastructure which
would allow charging vehicles without overloading the system, identifying the most attractive
recharging points and raising public awareness.

The E-mobility project was launched in 2009 with the learning and PR phase and the Fast Track
Pilot. Currently the project is at the Advanced Pilot stage, when the long-term business model is
being tested in real conditions with feedback collected from volunteering people and entities.
The intention is to start developing E-mobility as a real transportation option and a profitable
business after 2012. The total cost of electric vehicle ownership is expected to be significantly
lower than that of a classic car, though a lot would depend on actual taxation conditions.

E-Mobility Project Timeline

The market is expected (o take off in 2015 in the
Czech Republic
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Mr. Adrian Topham, Manager at Baker Hughes, and Mr. Greg Little, Director at
AMEC, spoke about the nature and challenges of shale gas production in the US and
potentially in Europe

While shale gas is already produced in the US for a few years now, in
Europe we can only talk about shale gas resources at the current stage.

Shale gas is the same methane as conventional or tight gas - the main
difference is geology: shale is the initial formation where natural gas
develops, here gas is stored in natural fractures or absorbed on mineral
surfaces and is extremely tight, it does not seep upwards and get
caught in natural “traps” as conventional gas. However, the reality of
shale gas production is often a combination of all types of geology,
. and production rates depend on the total organic content and on
connectivity — a combination of created and natural fractures. Normally
each project involves hundreds of wells spread out, though not all at the same time, production
moves from pad to pad of usually eight to ten wells.

For shale gas to move forward, public acceptance is paramount, e.g.,
while Texas has an oil and gas culture, that is not the case of New York or
of most European countries. For the public to embrace this new source
of energy, it is crucial for the industry to master the use of water, provide
full transparency of operations and embrace sustainable business
practices. For example, there were a lot of lost opportunities over
understanding how water resources work during the “gold rush” period.
Now shale gas activities can also be used for searching for more water
reserves. New fracking technologies may be developed, for instance,
there are already some experiments in the US with using nitrogen
instead of water for this purpose.

Unconventional Gas Geology
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Brussels Meeting

The IAP held its second meeting in June in Brussels, at the premises of the Energy Charter Secretariat.
The meeting focused on a variety of issues, ranging from the nuclear accident in Japan in March 2011
and its repercussions on the energy sector worldwide including those on global LNG trade, to global
gas business activities, as well as the review of world energy statistics and the modernisation of the
Energy Charter Process.

Mr. Shigeki Terada of the Mitsubishi Corporation made an
in-depth presentation about the nuclear accident at Fukushima, explaining the
severity of the matter and its impact on the energy policy of Japan

IAP participants expressed their deep sorrow regarding the nuclear
accident in Japan which led to tragic consequences due to the earthquake-
triggered tsunami.

The presentation disclosed that there have been drastic changes in the
aftermath of the accident as regards Japanese nuclear power supply and
the country’s energy policy in general. Previously Japan had announced
that it planned to build nine new nuclear power plants, towards achieving
its targets on CO2 abatement, increasing its nuclear-based power supply
from 26% in 2007 to 50% by 2050. After the accident the government
closed 19 nuclear power plants with a total capacity of nearly 17 GW and
more NPPs will cease operation due to maintenance in the coming two years. In order to prevent
any power shortage, it is planned to reduce electricity consumption by 15% through a strong
public campaign for both industrial and household consumers.

Haramachi Coal-Fired Power Station

Haravrach! Coal Firod Powor Station

o N A N T

This reduction in power supply will most likely be compensated by having more recourse to LNG.
Naturally, such a move will radically shape the future of LNG trade globally, especially as regards
gas pricing dynamics. Nonetheless, it is also important to highlight that the future of electricity
demand in the country will be another factor to be considered.
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Mr. Simon Blakey of Eurogas has highlighted in the meeting that the gas market depended
on two seemingly conflicting basic parameters: long-term contracts and spot markets

These two function within a dual-dynamic framework and indeed do not
necessarily challenge, but rather complement each other. One noteworthy
remark was that oil indexation of gas prices is not based on its supposedly
substitutive feature, rather oil represents a pricing benchmark that is
relatively free of political interferences. Currently, the challenge is to
encourage higher flexibility in order to introduce increased competition
into the gas sector. Better supply diversity and security remain the core
challenges, while it was underlined that the growing LNG share in the
market, increased storage capacity as well as reduced transit pipeline risks
are easing the pressure in this respect.

Gas is viewed as the best fit for climate change actions. Regarding medium-term (2020) and
long-term (2050) demand dynamics, it was mentioned that the substitution of existing plants
with more efficient ones and modernising household appliances would play a key role. Moreover,
innovation in transportation and in complementing renewables as well as decarbonisation
through biogas and carbon capture and storage also would be helpful. Discussions in the
meeting underlined that financial liquidity was indeed inevitably necessary for gas markets, and
only after bankers got involved the gas markets became satisfactorily functioning, albeit it is not
an easy political message in today’s world.

Eurogas, an association comprising of twenty-five gas companies, thirteen national associations
and two international associations, is also playing an active role through its task force in helping
public authorities devise the EU’s external energy policy. It is the official view of Eurogas that
international instruments that already exist, such as the Energy Charter Treaty, should not be
overlooked and that the EU should give a coherent message to suppliers on the future of gas.
Another clearly voiced position was that commercial issues should be reserved for the market
players and that politics should not engage in commercial deals, while intergovernmental
agreements would be the suitable areas for such political involvement.

EU27 Natural Gas Supply Structure

EU27 Gas Supply Structure: euroi-gas
2009
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Finally, it was disclosed that a Eurogas roadmap 2050 was in preparation. It is also worth
mentioning that the association agreed at the Madrid Forum to prepare a non-binding but an
overarching gas target model which would overlap with the network code development in terms
of, e.g., capacity allocation, congestion management and balancing rules. This may be a complex
task, but the message was that the sight of customers should not be lost at any point.

The Brussels meeting has also enjoyed the briefing by Mr. Paul Appleby of
British Petroleum on world energy market developments based on the
annual BP Statistical Review

Indeed, this presentation has almost become customary in the activities

of the Industry Advisory Panel. Discussions in the meeting revealed

that significant shale gas production in the US had a strong impact on

the global gas market since US LNG imports had to be shifted to other
markets, thus leading to an immediate decline in spot LNG prices.
Furthermore, the global economy saw a rebound, but surprisingly energy
consumption grew higher than the GDP, which is unusual. Another
noteworthy development was the growth of renewables in Germany in the
wake of the nuclear antagonism.

0il Consumption Growth in 2010
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Concerning the peak production of hydrocarbon resources, it was underlined that these were
plentiful, yet more costly and more difficult to access technologically. But it can still be said that
oil is more on the depletion curve than gas. Furthermore, sixty years of statistics show that coal
seems to be the leading reliable source of energy for the future, thanks to vast and untapped
resources that are required to support high GDP growth worldwide.

Also, it was noteworthy to hear that it was not the political interferences but the industry supply/
demand equilibrium which played the key role in energy price volatility of the near past.

0il Price Volatility since 2003
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The modernisation of the Energy Charter Process aims at addressing
global energy challenges in the most effective manner

IAP members have highlighted that the Energy Charter Treaty remained an indispensable tool,
which allowed market players to enjoy minimum essential rules that were prerequisite for the
effective functioning of the energy business. It was underlined that any further progress in
the context of the Charter’s modernisation would be most welcome as a complement to the
existing regime.
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Baku Meeting

In September, the IAP had its third meeting this year in Baku, Azerbaijan. It is not a surprise why this
country was chosen as the location for the final meeting of 2011. It is well known that Azerbaijan

is one of the oil industry centres of the world. A number of foreign oil and gas companies and

large investors have interests and projects in Azerbaijan. The meeting was hosted by the State Oil
Company of the Azerbaijan Republic (SOCAR). The meeting focused on new projects in geology
assessment, oil and gas extraction, transparency issues and transportation of energy products to the
regional and world markets.

Murat Heydarov, Advisor to the President of SOCAR, has updated the participants on
the recent developments in the country’s energy sector

He stated that Azerbaijan was considering all the options to
transport its gas to Europe, including the Trans-Adriatic Pipeline,

the Inter-connector Turkey-Greece-Italy, Nabucco and White

Stream projects, while work was also underway on the delivery of
liquefied gas to Bulgaria and Romania. Mr. Heydarov also underlined
that the principal criteria in order to establish priorities for the
abovementioned projects, remained economic affordability as

well as excellent knowledge and technical abilities of the industrial
partnerships involved in each project.

i The discussions on transportation and transit issues were
continued by the Head of the EU Office in Azerbaijan,
Ambassador Roland Kobia

He noted that at the moment Europe was receiving natural gas
mainly from Norway, Russia and Algeria. It was underlined that
Europe wanted to create new alternative import routes, and the
Caspian region was important in this context. Azerbaijan is a gas
producer, as well as a transit country. Europe considers it as the key
contributor to the Southern Corridor project. Amb. Kobia informed
the meeting participants that the European Union had adopted a
mandate to negotiate a legally binding agreement between the
EU, Azerbaijan and Turkmenistan to facilitate the realisation of a
Trans-Caspian Pipeline System. This is the first time that the EU has
proposed a legal agreement in support of an infrastructure project.
The Trans-Caspian Pipeline agreement would set the basis for the
construction of a submarine pipeline connecting Turkmenistan to Azerbaijan, and in turn link this
pipeline to the infrastructure that would bring gas from Central Asia to the EU.

Discussions with Azerbaijan and Turkmenistan will focus inter alia on a treaty setting out
legal commitments between the European Union, Turkmenistan and Azerbaijan, the bilateral
arrangements necessary for Turkmenistan and Azerbaijan to achieve the commissioning,

building, and operation of the Trans-Caspian Pipeline itself, and the legal framework that will
apply to filling the pipeline with gas from Turkmenistan, including appropriate recognition of
commercial arrangements.
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Mr. Robert Hunter of Hogan Lovells, Legal Advisor to BP Azerbaijan, contributed to
the roundtable discussions with his presentation on “International Transportation
Regimes and Role of the ECT”

He emphasised that with the increasing globalisation of the world’s economy, the
interdependence of energy sector players and the long-term and highly capital-intensive nature
of energy projects, multilateral rules for international cooperation were needed.

It was noted that the Energy Charter Treaty’s dispute settlement provisions made a significant
contribution to investor confidence and a more reliable investment environment. Mr. Hunter
noted that the ECT provided a legal safety net for the development of new cross-border
infrastructure. The three countries that are involved in the Baku-Thilisi-Ceyhan pipeline

- Azerbaijan, Georgia and Turkey - are all Contracting Parties to the Treaty, and the inter-
governmental agreements that have supported the development of this pipeline draw
substantially upon the Treaty’s provisions and principles and refer directly to the Treaty’s
provisions for dispute resolution. In their concluding remarks, IAP members agreed that the
Energy Charter made a distinctive contribution to international energy security.

The Baku meeting of the IAP also benefited greatly from the participation of
Prof. Baghir Baghirov of the Institute of Geology of Azerbaijan

He made an important presentation on the country’s offshore and
onshore oil reserves. It was underlined that over the last decade
scientific institutions in Azerbaijan have conducted research and
obtained important information on the geology and oil and gas
potential of the region.

Prof. Baghirov elaborated on the accuracy of oil field classification, a
very important issue for the efficient development of hydrocarbons.
The research work in Azerbaijan was undertaken in two stages to
examine 137 oil fields of the Absheron basin. The classification of oil
fields by drive regime according to their field-geological features
was done during the first stage. As a second step, the researchers
focused on cluster analysis based on field-geological data. The resulting information provides
recommendations for the enhanced development of oil and gas reserves in the region.

Distribution of Geological Reserves of the South Caspian Region
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IAP Social Events in 2011

On 13 April 2011, after a very productive meeting in
Prague, IAP members had an excellent site visit to the
Stéchovice hydropower plant and the nuclear research
centre of CEZ in ReZ.

The day started with a visit to the Stéchovice reservoir
—a dam on the Vitava River, which was built in 1937. The
dam is named after a nearby village. It was fascinating to
learn the history of the station because its construction
was completed during WWII, in 1943. The reservoir had
flooded Svatojanské Streams, the most dangerous but
romantic part of Vltava.

It is worth to note that
the IAP discussions in
Prague were dominated
by issues related to the
nuclear sector. In this
context, a field visit to
the Nuclear Research
Institute Rez was highly
interesting. To recall
some history, the institute was founded in 1955 through an
agreement between Czechoslovakia and the Soviet Union, and
later incorporated into the Czechoslovak Academy of Science.
The village of ReZ is located in the Husinec municipality in central Bohemia, 11 km northwest of
Prague. In 1992, the ReZ Nuclear Research Institute was privatised and is now owned by CEZ and
other partners.
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IAP Social Events in 2011

Starting from 2007, SOCAR has been working
intensively on cleaning the Caspian Sea floor and

the polluted land surface of the Absheron Peninsula.
One of the most important environmental projects
implemented by the company is the creation of the
“Ecological Park” in the Khazar district of Baku. After
their meeting, IAP members visited the park, which
covers 9.3 hectares and has a greenhouse with an
automated irrigation system. Skilled gardeners here
grow various trees, bushes and flowers indigenous to
the region. These are then planted in the park with the
participation of students from all over the world and
distributed among other SOCAR entities.

Some 40% of the electricity used in the park comes
from alternative energy sources, thanks to four wind
turbines and solar panels installed there with a total
capacity of 60 kW.

SOCAR continues to organise various events for the
promotion of environmentally-friendly practices, the
newly created “Ecological Park” is getting ready to host training courses on environmental issues
for the company’s employees. Each spring SOCAR calls an ‘ecology day’, when numerous activities
take place, such as the planting of trees or the ‘ecology Olympics” academic forum.
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The administration of the park is

in cooperation with international
humanitarian organisations and
non-governmental environmental
organisations. During their visit to the
“Ecological Park”, members of the IAP
were given the opportunity to sign the
first ‘guest of honour book’ offered to
visitors.

On the same day, IAP members visited the
Archaeological and Ethnographic Museum
Complex on the territory of the Gala
settlement, outside Baku. Archaeological
and architectural monuments found

in the Absheron region were gathered
and restored in the Museum Complex.
Barrows, dwellings and other architectural
monuments belonging to the 3rd-2nd
millennium B.C. were reproduced here.

A wonderful environment was created

to observe the highlights of Azerbaijani
history in this Museum Complex with a
territory of 1.2 hectares.
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Energy Charter Treaty

The Energy Charter Treaty is a unique legally-binding multilateral instrument covering
investment protection, liberalisation of trade, freedom of transit, dispute settlement and
environmental aspects in the energy sector. It is designed to promote energy security through
the operation of more open and competitive energy markets, while respecting the principles

of sustainable development and sovereignty over energy resources. The Treaty is the only
agreement of its kind dealing with intergovernmental cooperation in the energy sector, covering
the whole energy value chain (from exploration to end use) and all energy products and energy-
related equipment.

Based on the Energy Charter of 1991, which was a political declaration signalling the intent to
strengthen international energy ties, the Energy Charter Treaty was signed in December 1994
and entered into force in April 1998. To date, the Treaty’s membership covers fifty-one states
plus the European Communities, which together represent nearly 40% of global GDP. There are
also twenty-four observers, as well as ten international organisations with observer statuss.

The Energy Charter Conference, an inter-governmental organisation, is the governing and
decision-making body for the Energy Charter Process. It was established by the 1994 Energy
Charter Treaty, all states who have signed or acceded to the Treaty are members of the
Conference, which is serviced by a small Secretariat based in Brussels.

e T e
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Members (marked in green): Albania, Armenia, Australia, Austria, Azerbaijan, Belarus, Belgium, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, Czech
Republic, Denmark, Estonia, European Communities, Finland, France, Georgia, Germany, Greece, Hungary, Iceland, Ireland, Italy, Japan, Kazakhstan,
Kyrgyzstan, Latvia, Liechtenstein, Lithuania, Luxembourg, Malta, Moldova, Mongolia, the Netherlands, Norway, Poland, Portugal, Romania, Russian
Federation, Slovakia, Slovenia, Spain, Sweden, Switzerland, Tajikistan, The former Yugoslav Republic of Macedonia, Turkey, Turkmenistan, Ukraine, United
Kingdom, Uzbekistan

Observers (marked in blue): Afghanistan, Algeria, Bahrain, Canada, China, Egypt, Indonesia, Iran, Jordan, Korea, Kuwait, Morocco, Nigeria, Oman, Pakistan,
Palestinian National Authority, Qatar, Saudi Arabia, Serbia, Syria, Tunisia, United Arab Emirates, United States of America, Venezuela

Disclaimer

While affiliated with the Energy Charter, the Industry Advisory Panel is an independent entity. Therefore,
the views expressed by the IAP may not necessarily reflect those of the Energy Charter and its member
states. Likewise, the views expressed by the Energy Charter may not necessarily reflect those of the
Industry Advisory Panel and its members.
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