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Shah Deniz Stage II
Gas Field Expansion Project

COUNTRY
Azerbaijan

INCLUSIVE DATES OF IMPLEMENTATION
2015 - 2020

STATUS
Active/Ongoing
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Shah Deniz Stage II
Gas Field Expansion Project
The upstream project includes construction of 26 subsea wells, two offshore
platforms, gas and condensate subsea pipelines, expansion of the Sangachal
terminal, two 900 mmscfd gas compressors, and connection to the South
Caucasus Pipeline.
Objectives and scope of the project: (1) To increase the output of one of
Azerbaijan's most important economic generators, (2) to establish Azerbaijan
as peer in the regional economy in contributing to the promotion of value-added
industries such as downstream processing, and (3) to generate substantial
employment in Azerbaijan.
The Shah Deniz Gas Field is part of the Southern Gas Corridor which is a network
of pipelines that connects Central Asia and Eastern Europe gas supplies to Western
Europe. These pipelines are the following: the South Caucasus Pipeline extension
(SCPx): Azerbaijan-Georgia; the Trans-Anatolian Pipeline (TANAP): Turkey;
and the Trans-Adriatic Pipeline (TAP): Greece-Albania-Italy.
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NAME OF IFI/DFI
Asian Development Bank
European Bank for Reconstruction and Development

$

TOTAL COST
ADB: USD 475 million
EBRD: USD 500 million (cancelled disbursement in 2019)
NATURE OF FUNDING
Co-funding
TYPE OF ASSISTANCE
Grant
PRIVATE SECTOR PARTNER/S
Lukoil Overseas Shah Deniz (LOSD)
CSO PARTNER/S
None
OTHER PARTNER/S
None
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POSSIBLE/EXISTING IMPACTS ON COMMUNITIES/HUMAN RIGHTS
According to Crude Accountability's report in 2017, the project violated FPIC procedures and environmental
standards. Economic displacement also occurred because of the project.

POSSIBLE/EXISTING IMPACTS ON THE ENVIRONMENT
The towns of Massive III, Ezimkend, Umid, and Sangachal are in dismal states. All four settlements do not have
roads, and the ﬁrst three lack any dispensaries or access to even the most basic medical services.
The sewage system is in terrible and highly unsanitary condition. Majority of the residents complained about air
and soil pollution since the launching of the terminal. Soil pollution has been the central complaint as it has led
to considerable impacts on subsistent food production. Residents can no longer grow fruits and vegetables for
their personal use.
Many residents have also noted complications in both human births and livestock births. Moreover, ﬁsh stocks are
in a major decline. No soil, water, or air testing has been conducted in any of the four villages to check for
hazardous emissions and contamination.

IMPACTS ON OTHER ASPECTS
According to Bankwatch, the project will further strengthen the dictatorship of Aliyev's family in Azerbaijan.
Europe’s enthusiasm over Azerbaijan’s gas reserves and the mega pipeline, which is supposed to transport it,
do not only contradict the fact that Europe’s gas demand has fallen by 9% over the last decade. It also stands in
stark contrast with the climate of repression in Azerbaijan and the condemnation of the international community,
including the European Union.
After years of deteriorating situation, the Azeri regime has become even more hard line with a crackdown of critics
over the last few years. Right now, 80 political prisoners are behind bars in Azerbaijan – more than that of Russia
and Belarus combined.
Just last month, two renowned human rights defenders have been sentenced to prison due to trumped-up charges
of embezzlement and tax evasion. On April 22, human rights lawyer Intigam Aliyev was sentenced to seven and
a half years. Only a few days earlier, the same court sentenced Rasul Jafarov, another well-known human rights
defender, to six and a half years.

OTHER COMMENTS
Crude Accountability found evidence that EBRD and LOSD have not implemented all of the social, environmental,
and information disclosure requirements. EBRD approved the Shah Deniz II project only three months before the
independent audit was ﬁnalized, and subsequently disclosed. Furthermore, Social and Environmental Management
Plans for this project have never been released.

Does the project have an environment/social impact assessment?
Yes, and accessible by the public.

Does the project target the SDGs?
No.
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COMPLIANCE/NON-COMPLIANCE TO
DEVELOPMENT EFFECTIVENESS (DE) PRINCIPLES
Democratic country ownership of national development priorities
According to the ADB, the project is aligned with the draft Azerbaijan country partnership
strategy (CPS) 2014-2018, speciﬁcally in the support of select downstream petrochemical
investments. The project will help convince the international ﬁnance community on the
bankability of large-scale ﬁnancings in Azerbaijan. However, activists are saying that the project
will strengthen Ilham Aliyev's almost two decades of dictatorship.

Focus on results
According to Crude Accountability's report, all of the interviewed local residents have voiced
their dismay at the lack of beneﬁts and socioeconomic opportunities arising from the Shah
Deniz II projects. All four villages are economically depressed, and there is an absence of jobs
despite the terminal development. Many respondents claim that terminal ofﬁcials promised
jobs, but those promises were not kept. At best, only a handful of local community residents
have been able to get jobs at the terminal. It is evident that this project has not beneﬁted
the affected communities in any way.

Inclusiveness
According to Crude Accountability's report, none of the local villagers interviewed were aware
that the EBRD or other IFIs were involved in this project. None of the respondents have seen
the Social and Environmental Management Plans or Stakeholder Engagement Plans. Respondents say that nothing has changed with regard to environmental and social performance since
the EBRD approved the project, or even since the Shah Deniz expansion started.
Lukoil has not held consultations with local communities as part of the loan agreement. British
Petroleum, the operator of the Shah Deniz expansion, as part of its own ESIA, held initial
consultations in two out of the four affected towns. It is unclear whether additional consultations were held, and it does not seem that vulnerable groups or women were speciﬁcally
consulted.
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Transparency and mutual accountability
Local villagers do not know whether there is an ombudsman to receive complaints
either at the company (Lukoil or BP), and they do not know where they could complain
regarding the impacts of the project.

SOURCES:
https://www.adb.org/projects/48330-001/main#project-pds
http://crudeaccountability.org/wp-content/uploads/Shah-Deniz-II-Community-Assessment-Analysis.pdf
https://blogactiv.eu/blog/2015/05/14/europes-caspian-gas-dreams-a-nightmare-come-true-forhuman-rights-in-azerbaijan-2/
http://crudeaccountability.org/civil-society-ﬁled-complaint-ebrd-regarding-banks-loans-developmentexpansion-shah-deniz-gas-ﬁeld-azerbaijan/
https://www.redpepper.org.uk/azerbaijan-the-pipeline-that-would-fuel-a-dictator/
https://ewsdata.rightsindevelopment.org/projects/46766-lukoil-shah-deniz-stage-ii/

