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Tax and Legal updates

Amendments to the Law "On Accounting”

The President of the Republic of Azerbaijan approved the Amendments to the Law of
the Republic of Azerbaijan “On Accounting” on 4t of May 2018 (“Amendments”).

As per the Amendments, all entities subject to accounting rules are obliged to carry
out their bookkeeping and to prepare their financial reports in accordance with the
accounting rules described in the Law on Accounting and International Financial
Reporting Standards (IFRS).

The Amendments eliminate reference to the National Accounting Reporting Standards
of the Republic of Azerbaijan as they will become invalid after official translation and
publication of the IFRS to Azerbaijani language.

Further to abolishment of the Simplified Accounting Rules of the Republic of Azerbaijan
dated 3 February 2016, small and medium-sized enterprises (SMEs) may choose to
prepare their financial statements either in accordance with the IFRS or in accordance
with the IFRS for SMEs.

A number of new significant definitions have been included into the Law. Persons who
become certified accountants through successfully passing exams and who are




members of a professional accountants’ organization can function using a status of a
Chartered Certified Accountant.

State-owned legal entities, except publicly traded legal entities, other public interest
entities, large entrepreneurships, budget organizations and public legal entities who
publish their annual financial statements (consolidated statements) should have
Chartered Certified Accountant at a chief accountant position.

By virtue of Articles 4.3.7 and 4.3.8 of the Amendments, the Ministry of Finance shall
provide accreditation of a non-commercial organization, which shall certify professional
accountants and the maintenance of the State Register of Chartered Accountants. The
certificates shall be granted upon successful passing of the accounting exam
conducted by the abovementioned organization and shall be valid for five years. Upon
expiration of the certificate, the accountant will have to retake the exam. The
certificate received after the second exam shall be valid for indefinite period.

Furthermore, as per Law, entities should adopt their internal accounting policy. As per
the definition in the Law, the accounting policy is a document containing specific
principles, fundamentals, conditions and approaches in the accounting of the company.

Sate control over the accounting records of the entities subject to accounting rules
(credits organizations, insurance companies, investment funds and heads of these
funds, except persons licenced in stock exchange markets in compliance with Law) is
performed by the Ministry of Taxes during state financial control reviews and tax
audits.

The list of the commercial organizations obliged to publish their financial statements
and consolidated financial statements together with an auditor’s opinion (expect those
specified in article 12.2 of the Law) shall be presented to the Ministry of Finance
annually on 31 March by the Ministry of Taxes.

As per the Law the tax reports submitted in accordance with the provisions of the Tax
Code of the Republic of Azerbaijan does not provide a substitution for financial
statements prepared in accordance with the Law.
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