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Introduction
The act which primarily governs international arbitration in the Republic of Azerbaijan is
the Law of the Republic of Azerbaijan on International Commercial Arbitration, dated 18
November 1999 (“Law on Arbitration”). The Law on Arbitration is completely based on
the UNCITRAL Model Law on International Commercial Arbitration 1985 (“Model Law”).
Republic of Azerbaijan has ratified the United Nations Convention on the Recognition and
Enforcement of Foreign Arbitral Awards with no reservation (“New York Convention”).
Republic of Azerbaijan has also signed and ratified the European Convention on International
Commercial Arbitration, 1961 (with no reservation). The Civil Procedure Code of the
Republic of Azerbaijan dated 1 September 2000 (“CPC”) also regulates matters related to
the recognition and enforcement of foreign arbitral awards in the Republic of Azerbaijan
and replicates provisions of the New York Convention in this respect.
Azerbaijan International Commercial Arbitration Court (“AICAC”), established on 11
November 2003, is the only arbitration institution functioning in the Republic of Azerbaijan.
As in accordance with AICAC’s Charter, AICAC is an independent and permanently
functioning arbitral institution. No public information is available with respect to the cases
considered by AICAC. No special national courts exist in the court system in the Republic
of Azerbaijan which are specifically responsible for international arbitration.
Arbitration agreement
As per Art. 7.2 of the Law on Arbitration, the arbitration agreement shall be in writing. An
agreement shall be considered to be concluded in writing if it is contained in a document
signed by the parties or in an exchange of letters, telex, telegrams or other means of
telecommunication which the counter-party has not opposed.
An arbitration agreement may be concluded either by means of inclusion of an arbitration
clause into the contract or as a separate agreement (Art. 7.1, Law on Arbitration). A
reference, in a contract, to an arbitration clause shall be deemed an arbitration agreement,
provided that the agreement is concluded in writing and such reference makes that clause
a part of the agreement (Art. 7.2, Law on Arbitration). No other specific prerequisites
exist for the arbitration agreement to be considered as valid. However, when drafting an
arbitration clause, the following matters shall be taken into account: the court before which
an action is brought in a matter in respect of which the parties have made an agreement
shall, at the request of one of the parties, refer the parties to arbitration, unless it finds that
the said agreement is null and void, inoperative or incapable of being performed. (Art. 8.1,
Law on Arbitration.) Therefore, as a rule, in case of the existence of an arbitration clause
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in the contract (or separate arbitration agreement), the court in the Republic of Azerbaijan
shall refer the parties to arbitration, unless it finds that the respective arbitration clause (or
arbitration agreement) is null and void, inoperable or incapable of being performed.
The Law on Arbitration incorporates the principle of kompetenz-kompetenz, i.e. the arbitral
tribunal may rule on its own jurisdiction, including any objections with respect to the
existence or validity of an arbitration clause (Art. 16.1, Law on Arbitration).
The principle of separability is also recognised by the Law on Arbitration. An arbitration
clause forming part of the contract shall be treated independently from other terms of the
contract. A decision by the arbitral tribunal regarding invalidity of the arbitration clause
shall not entail the invalidity of the arbitration clause (Art. 16.1, Law on Arbitration).
The legislation of the Republic of Azerbaijan does not specifically regulate matters related
to joinder/consolidation of third parties. Article 42 of the AICAC’s Charter states that
third parties may be involved in the proceedings only with the consent of the parties to
the dispute. In addition to the consent provided by the parties to the dispute, third parties
should also provide their consent. Consent shall be provided in writing.
Arbitration procedure
The arbitral proceedings concerning a particular dispute commence on the date on which
a request for that dispute to be referred to arbitration is received by the respondent, unless
otherwise has been agreed by the parties (Art. 21, Law on Arbitration). The parties can agree
on the procedure to be followed by the arbitral tribunal (Art. 19, Law on Arbitration). If
no agreement exists between the parties, the arbitral tribunal may, subject to the provisions
of Law on Arbitration, conduct the arbitration in such manner as it considers appropriate
(Art. 19.2, Law on Arbitration). The arbitral tribunal is vested with the power to determine
the admissibility, relevance, materiality and weight of any evidence (Art. 19.2, Law on
Arbitration).
The claimant shall state the facts supporting his claim, the points at issue and the relief or
remedy sought within the time agreed by the parties or determined by the arbitral tribunal
(Art. 23.1, Law on Arbitration). The respondent, in its own turn, shall state its defence in
respect of the matters raised by the claimant, unless the parties have agreed otherwise as to
the necessary prerequisites of such statements (Art. 23.1, Law on Arbitration). Moreover, the
parties are free to submit together with their statements all documents which they consider
relevant, or may provide reference to the documents or evince others to be submitted later
(Art. 23.1, Law on Arbitration). The above-mentioned statements, documents or other
information provided to the arbitral tribunal by the party shall be communicated to the other
party accordingly. The same rule also applies to the expert report or evidentiary document
on which the arbitral tribunal may rely during its decision-making process (Art. 24.3, Law
on Arbitration).
Both a party (with approval of the arbitral tribunal) and the arbitral tribunal may request
from a Supreme Court of the Republic of Azerbaijan (“Supreme Court”) support in taking
evidence (Art. 27, Law on Arbitration).
Confidentiality matters are not specifically regulated by the Law on Arbitration. However,
the parties are free to agree on the procedure to be followed by an arbitral tribunal in
conducting the proceedings (Art. 19.1, Law on Arbitration), and consequently can agree
for the proceedings to be confidential. IBA rules on the taking of evidence in international
arbitration are not taken into account in the Republic of Azerbaijan. However, the parties
are free to agree on the applicability of respective rules to their arbitral proceedings.
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No specific guidelines exist with respect to taking into account LCIA and IBA guidelines.
However, the parties are free to stipulate these matters in the arbitration agreement.
Arbitrators
As a rule, the parties are free to determine the number of arbitrators (Art. 10.1, Law on
Arbitration). A person shall not be precluded by reason of his nationality from acting
as an arbitrator, unless it has been agreed otherwise by the parties (Art. 11.1, Law on
Arbitration).
The parties can determine the procedure of arbitrators’ appointment (Art. 11, Law on
Arbitration).
If parties fail to agree on the procedure, the following rules will be applicable, as per the
Law on Arbitration (Art. 11.2, Law on Arbitration):
(a) In case of arbitration with the participation of three arbitrators, one arbitrator is
appointed by each party; afterwards, two arbitrators shall appoint the third arbitrator.
In case a party fails to appoint the arbitrator within 30 (thirty) days of receipt of the
respective request from the other party, or if the two arbitrators cannot agree on the
third arbitrator within 30 (thirty) days of their appointment, such an appointment shall
be made, upon request of a party, by the Supreme Court.
(b) In case of arbitration with the participation of a sole arbitrator, if the parties fail to
agree on the arbitrator, such appointment shall be made, upon request of a party, by
the Supreme Court.
In case, under the agreed appointment procedure, i) any party fails to act as per such
procedure, ii) either party or two arbitrators fail to reach an agreement as per such procedure,
or iii) a third party, including an institution, does not perform any function required to be
performed from a third party under such procedure, and another appointment procedure is
not stipulated by the arbitration agreement, any party may request the Supreme Court to
take the necessary action (Art. 11.4, Law on Arbitration).
Mandate of the arbitrator (Art. 14.1, Law on Arbitration) is terminated in case an arbitrator
cannot perform his/her functions, or for any other reason fails to act for a long period of
time, or if s/he withdraws from his office, or in case the parties agree on termination. In
case of controversy due to any of the above-mentioned grounds, any party may request the
Supreme Court to decide on the termination of the arbitrator’s mandate. Such a decision
shall not be subject to appeal (Art. 14.1, Law on Arbitration).
The Law on Arbitration also prescribes the arbitrators’ challenge procedure. Parties
can agree on the respective procedure (Art. 13.1, Law on Arbitration). In case such an
agreement does not exist, a party who intends to challenge an arbitrator shall, within 15
days of becoming aware of the arbitral tribunal’s composition or after becoming aware
of any circumstances referred to in Art. 12.2 (if circumstances exist that give rise to
justifiable doubts as to the impartiality or independence of the arbitrator, or if s/he does
not have qualifications agreed by the parties), submit a written statement of the reasons
for the challenge to the arbitral tribunal. The respective arbitral tribunal shall decide on
the challenge, unless the challenged arbitrator withdraws from his office or another party
agrees to the challenge (Art. 13.2, Law on Arbitration).
The Law on Arbitration does not have any specific provision with respect to use of
secretaries. However, the Regulation of AICAC (Arts. 9, 11, 14, 16, 18-20, 24, 26, 29,
36, 47, 52) stipulates the matters related to the mandate and responsibilities of secretaries
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and the Secretariat in general. There is no public information with respect to actual use of
secretaries in the arbitral proceedings.
The IBA Guidelines on conflict of interest are not adopted in the legislation of the Republic
of Azerbaijan. However, parties are free to agree on the use of IBA Guidelines during their
arbitral proceedings. Matters related to arbitrators’ immunity are not specifically regulated
by the Law on Arbitration.
Interim relief
As per Art. 27 of the Law on Arbitration, with the approval of the arbitral tribunal a party
may request the assistance of the Supreme Court in taking evidence. The Supreme Court
may execute this request within its competence and in accordance with the rules on taking
evidence. The Law on Arbitration (Art. 9) provides for the possibility of a party to request,
before or during arbitral review, an interim measure of protection from the Supreme Court
and for a court to grant such measure. In practice, the Supreme Court considers requests for
interim relief only if arbitral proceedings have already commenced.
Arbitration award
According to the Law on Arbitration, an arbitral award must be in writing and signed by an
arbitrator (if the dispute has been heard by a sole arbitrator) or by a majority of arbitrators.
If signed by a majority of arbitrators, not all the reasons for the absence of other arbitrators’
signatures need be stated in the award.
The Law on Arbitration does not regulate fee structures. Regulation of AICAC, however,
provides for the fees. Amounts of fees under the Regulation depend on the amount of the
dispute, i.e. if the amount of dispute is up to US$ 20,000, then the arbitration fee is US$
1,000, and if above US$ 10,000,001, then the fee will be equal to US$ 32,200 plus 0.05%
of the dispute amount.
The Law on Arbitration does not regulate the way costs and expenses should be borne.
However, in accordance with the AICAC Regulation on costs, if there is no agreement
between the parties, the unsuccessful party will be required to pay the arbitration fees (Art.
6.1, AICAC Regulation on costs).
Challenge of the arbitration award
Arbitration law does not provide for rights of appeal. Arbitral awards may not be appealed
in the local courts of Azerbaijan. An award can be set aside by the Supreme Court, however.
This is the only recourse against an arbitral award. According to Art. 34 of the Law on
Arbitration, this is possible if the applicant proves that:
• A party to the arbitration agreement was under some incapacity, or the agreement is not
valid under the law to which the parties have subjected it (or failing any choice of law,
under Azerbaijan law).
• The applicant was not given proper notice about the appointment of an arbitrator or the
arbitral proceedings, or was otherwise unable to present his case.
• The award deals with a dispute not contemplated by or not falling within the terms of
the arbitration, or contains decisions on matters beyond the scope of the arbitration
(provided that, if decisions on matters submitted to arbitration can be separated from
those not submitted, only that part of the award relating to decisions not submitted to
arbitration can be set aside).
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The composition of the arbitral tribunal or the arbitral procedure did not accord with
the parties’ agreement, unless the agreement was in conflict with a provision of the
Arbitration Law from which the parties cannot derogate (or, failing such agreement,
was not in accordance with the Arbitration Law).

An award can also be set aside if the court finds that:
•

the dispute is not subject to settlement by arbitration under Azerbaijani law; or

•

the award violates the Constitution of Azerbaijan.
Enforcement of the arbitration award

Republic of Azerbaijan has signed and ratified the New York Convention. Therefore, the
provisions of the New York Convention with respect to enforcement of foreign arbitral
awards are incorporated into the legislation of the Republic of Azerbaijan. As a rule, the
arbitral award shall be recognised as binding and shall be enforced accordingly (Art. 35,
Law on Arbitration). The Supreme Court is the body responsible for review of petitions in
respect of enforcement and recognition of arbitral awards. The party seeking enforcement
shall supply the duly authenticated original award or a duly certified copy accordingly,
as well as the arbitration original of the arbitration agreement or its certified copy. If the
arbitration agreement is not made in the Azerbaijani language, a duly certified translation of
the arbitration agreement shall be supplied (Art. 35.2, Law on Arbitration).
Enforcement of a foreign arbitral award may be refused by the Supreme Court based on the
below grounds (Art. 476 of CPC):
(a) if the party against whom the award has been made presents to the court evidence that:
i)

one of the parties to the arbitration agreement did not have a capacity to this or
other extent, or that the arbitration agreement was invalid in accordance with the
legislation to which the parties made such agreement subject or, in the absence of
reference to such legislation, with the legislation of the State where the award was
rendered; or

ii) the party against whom the award was made was not duly notified about the
appointment of the arbitrator or the arbitration process, or that such party was not
able to present his case; or
iii) the award deals with a dispute not contemplated by or not falling within the terms
of submission to arbitration, or it contains decisions on matters beyond the scope
of the submission to arbitration, or it contains decisions on matters beyond the
scope of the submission to arbitration, provided that, if the decisions on matters
submitted to arbitration can be separated from those not so submitted, that part of
the award which contains decisions on matters submitted to arbitration may be
recognised and enforced; or
iv) the composition of the arbitration tribunal or the arbitration procedures were not in
compliance with the arbitration agreement signed between the parties or, where the
parties have not concluded any such agreement, with the Law of the State where
the arbitration was held; or
v) the decision is not final for the parties or has been cancelled or suspended by the
court in accordance with the legislation of the State where such decision was
adopted; or
(b) if the court determines:
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that the object of the dispute may not be the subject of an arbitration process
according to the legislation of the Republic of Azerbaijan; or

ii) if the recognition or enforcement of the arbitral award contradicts the main
principles of the legislation and sovereignty of the Republic of Azerbaijan.
It should be also noted that the following matters relate to exclusive jurisdiction of the
courts of Republic of Azerbaijan (Art. 444 of CPC):
•

court proceedings related to property rights, rent or mortgage where the case is related
to real estate and is located in Republic of Azerbaijan;

•

cases related to legal status of entities: dissolution or de-registration of legal entities if
such legal entities have a legal address in Republic of Azerbaijan;

•

cases relating to claims in respect of recognition of validity of patents, marks or other
rights where registration or application for registration of these rights has been carried
out in the Republic of Azerbaijan;

•

if the decision on mandatory enforcement measures, taken in the course of court
proceedings, has been implemented in the Republic of Azerbaijan; or

•

cases related to claims against cargo shippers, deriving from contracts on transportation
services.

As a matter of practice, arbitral awards are enforced in the Republic of Azerbaijan, if the
above-mentioned preconditions are met.
Investment arbitration
Republic of Azerbaijan has concluded the following bilateral investment treaties:1
Country

Date (Signed)

Status (Ratified)

Albania

09/02/2012

22/05/2012

Austria

04/07/2000

28/05/2001

Belarus

03/06/2010

30/09/2012

Bulgaria

07/10/2004

01/03/2005

BLEU (Belgium-Luxembourg Economic Union)

18/05/2004

27/05/2009

China

08/03/1994

01/04/1995

Croatia

02/10/2007

30/05/2008

Czech Republic

17/05/2011

09/02/2012

Egypt

24/10/2002

13/05/2003

Estonia

07/04/2010

08/06/2010

Finland

26/02/2003

10/12/2004

France

01/09/1998

24/08/2000

Georgia

08/03/1996

10/07/1996

Germany

22/12/1995

29/07/1998

Greece

21/06/2004

03/09/2006

Hungary

18/05/2007

26/02/2008

Islamic Republic of Iran

28/10/1996

20/06/2002

Israel

20/02/2007

16/01/2009

Italy

25/09/1997

04/02/2000
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Country

Date (Signed)

Status (Ratified)

Jordan

05/05/2008

25/12/2008

Kazakhstan

16/09/1996

30/04/1998

Korea

23/04/2007

25/01/2008

Kyrgyzstan

28/08/1997

28/08/1997

Latvia

03/10/2005

10/05/2006

Lebanon

11/02/1998

04/12/1998

Lithuania

08/06/2006

01/07/2007

Macedonia

19/04/2013

21/06/2013

Moldova

27/11/1997

28/01/1999

Montenegro

16/09/2011

02/11/2012

Norway

25/09/1996

n/a

Pakistan

09/10/1995

12/03/2006

Poland

26/08/1997

10/02/1999

Qatar

28/08/2007

19/10/2007

Romania

29/10/2002

29/01/2004

Russian Federation

29/09/2014

16/11/2015

San Marino

25/09/2015

18/12/2015

Saudi Arabia

09/03/2005

10/05/2005

Serbia

08/06/2011

14/12/2011

Switzerland

23/02/2006

25/06/2007

Syrian Arab Republic

08/07/2009

04/01/2010

Tajikistan

17/03/2007

26/02/2008

Turkey

25/10/2011

02/05/2013

Ukraine

21/03/1997

09/12/1997

United Arab Emirates

01/11/2006

24/08/2007

United Kingdom

04/01/1996

11/12/1996

United States of America

01/08/1997

02/08/2001

Uzbekistan

27/05/1996

02/11/1996

The Republic of Azerbaijan has also signed and ratified the Agreement on protection and
promotion of investment with the OPEC Fund for International Development2 (dated 19
November 2002).
The Republic of Azerbaijan has signed and ratified with no reservation the following
multilateral conventions:
•

Washington Convention on the Settlement of Investment Disputes between States and
Nationals of Other States (entered into force on 14 October 1965); and

•

Energy Charter Treaty.

Only three cases have been raised against Republic of Azerbaijan before the International
Centre for Settlement of Investment Disputes (“ICSID”):
•

AZPETROL INTERNATIONAL HOLDINGS B.V. AZPETROL GROUP B.V. AZPETROL
OIL SERVICES GROUP B.V. v. Republic of Azerbaijan (hereinafter, “Azpetrol case”);
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•

Barmek Holding A.S. v. Republic of Azerbaijan, ICSID Case No. ARB/06/16 (hereinafter
“Barmek case”); and
• Fondel Metal Participations B.V. v. Republic of Azerbaijan, ICSID Case No. ARB/07/1
(hereinafter “Fondel case”).
In the Azpetrol case, the Respondent lodged a preliminary objection in which it contested
the jurisdiction of the Tribunal.3 The parties notified the Tribunal that they had reached “an
in-principle settlement of the case”. However, the Claimants subsequently denied that a
binding agreement to settle the case was concluded. In this respect the Respondent disagreed
and applied for an order dismissing the proceedings by reason of binding settlement.4 The
Tribunal concluded that the parties concluded a binding settlement agreement in the form
of an exchange of emails. Accordingly, the Tribunal held that it had no jurisdiction to hear
the claim under the Energy Charter Treaty and the Convention on Settlement of Investment
Disputes between States and National of other States (“ICSID Convention”).5
In the Barmek case, the award was not published. However, as per available information,
the Tribunal rendered an award, embodying the parties’ settlement as per ICSID Arbitration
Rules 43(2).6
In the Fondel case, the details of the award were not made public. However, as per available
information, the Respondent filed a request for the discontinuance of the proceedings
pursuant to ICSID Arbitration Rule 43(1). The Claimant has informed the Tribunal that
it does not object to the Respondent’s request for the discontinuance of the proceedings.
As a result, the Tribunal issued a procedural order for discontinuance of the proceedings,
pursuant to ICSID Arbitration Rule 43(1).7
Since no award was issued by ICSID with respect to compensation to investors, there is no
track record per se with respect to enforcement of such awards in Republic of Azerbaijan.
***
Endnotes
1.
2.
3.
4.
5.
6.
7.

http://investmentpolicyhub.unctad.org/IIA/CountryBits/13 (last visited 12 April
2017).
Republic of Azerbaijan ratified the Agreement on 9 December 2003.
Para. 1 of the Award. available at http://www.italaw.com/sites/default/files/casedocuments/ita0059.pdf (last visited 12 April 2017).
Ibid.
Ibid. para. 2.
https://icsid.worldbank.org/en/Pages/cases/casedetail.aspx?CaseNo=ARB/06/16 (last
visited 12 April 2017).
https://icsid.worldbank.org/en/Pages/cases/casedetail.aspx?CaseNo=ARB/07/1 (last
visited 12 April 2017).
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