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Decree of the Cabinet of Ministers “On reporting
requirements with regard to foreign legal entities
and natural persons having reportable financial
account information in Azerbaijan”
Decree #211 of the Cabinet of Ministers “On reporting
requirements with regard to foreign legal entities and natural
persons having reportable financial account information in
Azerbaijan” (the “Decree”) was approved on 3 June 2015.
The main purpose of the Decree is to set out the standards and
rules for the reporting of financial account information of foreign
legal entities and natural persons by local financial institutions and
automatically exchange that information with the competent
authorities of the foreign countries.
The Decree mainly covers the following areas and issues of the
reporting process:
1. Reporting requirements applicable to foreign legal entities and
natural persons having reportable Financial Account
Information in Azerbaijan.
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The Decree determines the type of information that must be
reported by each Reporting Financial Institution with respect to
each Reportable Account. Main types of information that has to
be reported according to the Decree are following:
 the name, address, jurisdiction(s) of residence, TIN and date and
place of birth (in the case of an individual) of each Reportable
Person that is an Account Holder of the account;
 the account number (or functional equivalent in the absence of
an account number);
 the name and identifying number of the Reporting Financial
Institution;
 the account balance or value as of the end of the relevant
calendar year or other appropriate reporting period and etc.
2.Rules for reporting of Financial Account Information to the
Ministry of Taxes by the Reporting Financial Institutions.
The Decree sets out the rules for reporting of Financial Account
Information through the new automatic information exchange
system called “E-reporting” (E-hesabat), as well as the rules for
submission of adjusted reports and other technical issues related
to the reporting process. According to the Decree, the report on
Financial Account Information shall be submitted by the Reporting
Financial Institutions within the timeframe established by
appropriate international agreements, but not later than 1st July
following the year to which the reportable information belongs.
3.Rules for the Exchange of Financial Account Information to the
competent authorities of the foreign countries by the Ministry of
Taxes.
The Decree regulates the confidentiality, currency and data
security issues related to the exchange of Financial Account
Information to the competent authorities of the foreign countries by
the Ministry of Taxes. As per the Decree the report on Financial
Account Information shall be submitted by the Ministry of Taxes of
4
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Azerbaijan Republic to the competent authorities of the foreign
countries according to the rules and within the timeframe
established by international agreements.
Also the Decree
explicitly states that all confidentiality requirements established by
international agreements shall be met during the submission
process and all data transferred shall be appropriately encrypted
and packaged before the transmission.
It is worth noting that according to Article 60.1.4 of the Tax Code
non-compliance with the above mentioned reporting requirements
may lead to financial sanctions for Reporting Financial Institutions
equal to 30% of the turnover of Reportable Account, or AZN 400 if
no operations was conducted through the Reportable Account.

Changes to the structure of the Ministry of Taxes
According to the Order of the Minister of Taxes dated 15
September 2015 the units for the collection of tax debts functioning
under the Special Regime Tax Service Department, Baku Tax
Department, as well as under the regional tax offices were
replaced with the Division for Enforcement of Tax Debts under the
Department of Primary Investigation of Tax Crimes (the
“Department”).
Different to the previously existing practices, the Department now
will be handling tax debt cases starting from the date of occurrence
of each debt rather than dealing with tax debts only with a criminal
content.

Resolution of the Constitutional Court
On 3 September 2015, the Constitutional Court of Azerbaijan
adopted the Resolution “On interpretation of certain provisions of
Articles 175.1 and 176.4 of the Tax Code” (the “Resolution”).
According to the Resolution, the definition of “cashless payments”
referred to in Article 175.1 of the Tax Code means cashless
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payment (via bank transfer) of the principal amount of goods sold,
works rendered or services provided. Under the Resolution, the
definition of “cash transactions” stated in Article 176.4 of the Tax
Code implies payment of the principal and associated VAT
amounts for supply of goods, works or services in cash. Therefore,
recovery of the associated VAT amount is not allowed if either
principal or VAT amount is paid in cash (not paid via bank transfer).

Catering activities are defined as the provision of edible products
to consumers produced (cooked) at a remote site or in the territory
where the supplier operates.

Summarizing the above interpretation made by the Constitutional
Court, under Article 175.1 and 176.4 of the Tax Code, VAT amount
can be recovered if:

 First offense during a calendar year – AZN 2,000;

i.the principal amount of the supplied services, works and goods
was paid through a cashless payment (via bank transfer) in full;
and

 Third or more offense during a calendar year – AZN 6,000.

ii.corresponding VAT amount was paid from the VAT deposit
account or through transactions carried out within the VAT deposit
account of a taxpayer.

Amendments and changes to the Tax Code
The President of the Republic of Azerbaijan signed the Law “On
changes to the Tax Code” on 7 December 2015. These changes
come into force from 1 January 2016.
Below is the summary of the main changes introduced by the
mentioned law:
Taxation of persons engaged in trading and catering activities
According to the changes to the Tax Code, persons engaged in
trading and catering activities would be entitled to register as
simplified taxpayers at the following rates, regardless of their
taxable turnover:
 For trading activities – 6%;
 For catering activities – 8%.
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Persons engaged in trading and catering activities will also be
subject to specific penalty rates for non-compliance with the cash
settlement rules stipulated by the Tax Code. The rates are as
follows:

 Second offense during a calendar year – AZN 4,000;

The penalty rates for violating the cash settlement rules remain
unchanged for taxpayers who are not engaged in trading and
catering activities.
Taxation of winnings from sports gambling
A 10% withheld tax is being introduced on winnings from sports
gambling.
These winnings were previously tax exempt.
Withholding and paying the tax to the state budget will be the
responsibility of those persons issuing the winnings. Reporting
period for the taxation of winnings from sports gambling will be a
calendar month.
Changes in personal income tax
As a result of the amendments, taxpayers with a monthly income
from employment of up to AZN 2,500 will now be allowed a tax
exemption of AZN 136 per month, which is the minimum living
wage effective from 1 January, 2016. Previously, only taxpayers
with a monthly income of up to AZN 250 qualified for this
exemption.
Additionally, income from the disposal of immovable property will
be subject to a simplified tax at pre-determined rates rather than
included in personal income tax.
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Changes in taxable base of property tax
According to the amendments, legal entities would be exempt from
property tax with regard to satellites and other space objects that
they own.
Increase in mining tax rates
In accordance with the amendments, mining tax rates, which are
calculated based on each cubic meter of mineral resources, will
approximately double.
New rights of the state tax authorities
With the changes, the tax authorities will gain the right to seek a
court decision to temporarily prevent individuals or company
executives from leaving the country if the person or company has
an unpaid tax debt, including any applicable financial sanctions or
interest.
The amendments also enable the tax authorities to have operative
(current) control over any excised goods.
It is also important to note that according to amendments to the
Criminal Code and the Code of Administrative Offences
administrative and criminal liability was established for violating a
number of regulations related to turnover of excised goods.
Taxation of the income of persons engaged in construction
Persons engaged in the construction of buildings will be entitled to
register as simplified taxpayers voluntarily according to the
changes. Previously such registration was mandatory. However,
it will not be possible to change the selected taxation method for a
particular construction project until its completion.
Simplified tax for construction of buildings will be calculated at a
rate of AZN 45 multiplied by the location zone rate, which varies
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from 0.5 to 4.0. The rate for non-residential buildings is 1.5
regardless of location.
Taxpayers that have commenced construction works before the
changes took effect will be able to maintain their previous taxation
method by notifying the tax authorities and other respective state
authorities.
Taxation of the income from sale of immovable property
Income from the sale of residential and non-residential property,
including property acquired from persons engaged in construction,
will be subject to a simplified tax, according to the amendments.
The simplified tax will be calculated at a rate of AZN 15 per square
meter multiplied by the location zone rate, which varies from 0.5 to
4.0. The rate for non-residential buildings is 1.5 regardless of
location.
Personal income from the disposal of residential property that an
individual has owned and registered for at least five years would
be exempt from taxation.
The public notary approving the contract of the sale of residential
and non-residential property will be responsible for calculating,
withholding and remitting the simplified tax amount to the State
Budget within one banking day. The notary is also responsible for
filing a monthly tax return with the tax authorities no later than 20th
day following the reporting month.
Changes in the registration and deregistration rules for
value added tax purposes
Persons engaged in business activities with taxable turnover more
than 200,000 AZN within any consecutive 12-months period will be
liable to submit an application for value added tax registration.
Previously the threshold for mandatory registration was 120,000
AZN.
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Accordingly, minimum amount of taxable turnover, which entitle
the taxpayer to cancel the value added tax registration, was
increased to 100,000 AZN from 60,000.
New exemptions from value added tax on imports
The amendments also add to the list of goods that are exempt from
value added tax upon import. Some of the new exemptions include
fixed assets imported for financial leasing and goods imported into
special economic zones, with the exception of excised goods.

Amounts of the Living Wages for 2016
On 7 December 2015, the President of the Republic of Azerbaijan
signed a Decree “On Approval of the Law on the living wage for
2016” (the “Decree”).
According to the Decree, living wages in Azerbaijan are set as
follows:
 AZN 136 for the country;
 AZN 146 for able bodied population;
 AZN 115 for pensioners;
 AZN 117 for children.
The Decree comes into force from 1 January 2016.
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Double Tax Treaty Update
Double Tax Treaty between San Marino and Azerbaijan was
signed on 8 September 2015. Together with this treaty, a number
of signed Double Tax Treaties of Azerbaijan has raised to 49.
Currently the Government of Azerbaijan negotiates the tax treaties
with Malta, Denmark, India and some other countries.
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Decree of the President of Azerbaijan “On
simplification of several examinations related to
control in the customs sphere”
According to the Decree of the President of Azerbaijan “On
simplification of several examinations related to control in the
customs sphere” dated 23 September 2015, no customs payment
will be required with respect to the goods imported to the customs
area by individuals (excluding excise, motor vehicles and goods
for meeting the essential needs of the individuals during the trips)
with customs value no more than USD 10,000 (additional USD
2,000 per minor) provided such goods are not intended for
production or commercial purposes.

Proposal to remove the list of activities requiring
special licenses
Towards the execution of the task of Azerbaijani President Ilham
Aliyev on improvement of the business environment, board
meeting of the Ministry of Economy and Industry of Azerbaijan
made a proposal on removal of the list of activities requiring special
licenses.
These activities include:
1. Preparation, processing and sale of non-ferrous metals
2. Preparation, processing and sale of industrial and production
wastes containing precious metals and stones
3. Preparation, processing and sale of a commodity exchange
In conjunction with this, the board held that the list of activities
requiring special licenses and proposals on their reduction would
be subject to reconsideration in a short-term period.
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Decree of the Cabinet of Ministers of Azerbaijan
“On the content of the information reflected in the
State Construction Registrar, provision of the said
information and keeping of the Registrar”
By the decree dated 12 January 2015 the Cabinet of Ministers of
Azerbaijan adopted rules “On the content of the information
reflected in the State Construction Registrar, provision of the said
information and keeping of the Registrar” (the “Rules”).
As per the Rules registrar shall reflect following information:
1. Information and documents provided to the State Construction
Registrar (the “Registrar”) by the local executive authority
permited the construction, namely:
a. copy of the permission on construction;
b. copy of the document attesting the use, lease and property
right of the applicant over the land;
c. detailed plan of the area the construction object is located
or approved urban planning substantiation;
d. architectural-planning substantiation of the construction
project;
e. principal technical description of the construction object,
coordinates of the turning points of the land (where it is not
indicated in the copy of the document attesting the use,
lease and property right of the applicant over the land),
situational plan and information on destination.
2. The information provided to the Registrar by the local executive
authority in regard to obtaining of permission on exploiting of
the construction object:
a. address of construction object and coordinates of its turning
points;
b. name and address of the authority permited the exploiting
of the construction object as well as name, surname,
position and the signature of the authorized person;
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c. date and number of the permission on exloite of the
construction object;
d. destination of exploiting of the construction object;
e. principal technical details of the constrution object (as per
project and actually);
f. code provided to the construction object by the Registrar;
g. act of roadworthiness on cunstruction of the construction
objects in compliance with the requirements of the
regulatory documents on urban planning and construction
and on completion of the of the monitoring conducted by the
state monitoring of the construction.
Information on demolishing constructions (address, total area and
volume);
Copies of the documents on existence of prohibitions and
limitations set by the local executive authorities and municipalities.
Copy of the architectural-planning
constructed construction objects.

substantiation

of

the

Hotline of the Ministry of Internal Affairs of
Azerbaijan
Following the Law of Azerbaijan “On suspension of inspections in
entrepreneurship” of 20 October 2015 (the “Law”), and the Decree
of the President of Azerbaijan “On application of the Law” dated 26
October 2015, the Ministry of Internal Affairs (MIA) established
“Hotline” for entrepreneurs and business structures. In this regard,
it is encouraged to immediately report to the MIA’s Hotline #1002
about cases of illegal intervention by the employees of internal
affairs bodies through abuse of their official powers in the activities
of entrepreneurs and business structures.
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Decree of the President of Azerbaijan “On the list
of documents certifying the acquisition of the
ownership on immovable property obtained or
acquired before entering into the force of the Law
of Azerbaijan “On State Registrar of the
Immovable Property”
The decree of the President of Azerbaijan “On the list of
documents (the “List of Documents”) certifying the acquisition of
the ownership on immovable property obtained or acquired before
entering into the force of the Law of the Republic of Azerbaijan “On
State Registrar of the Immovable Property” was adopted on 13
January 2015.
The List of Documents includes following documents:
I. Documents issued during soviet period:
1. Land Notes issued by the agricultural department of the
local soviets’ executive committees;
2. Land Notes issued by the technical inventory bureau of
the local soviets’ executive committees;
3. State acts on usage of the land issued by the city and
district national deputies’ soviets’ executive committees;
4. Resolutions on allocation of the lands from the lands of the
rural residential areas and settlements by rural and
settlement workers’ deputies’ soviets;
5. Notarized agreements on construction rights concluded
before 26 August 1948;
6. Notarized agreements on allocation of the land for
construction of the residential buildings of personal
property rights concluded before 26 August 1948;
7. Entered in force resolution of the court on approval of the
property right on residential building issued before 26
August 1948;
8. Resolutions of the district national deputies’ soviet on
provision of the personal property right on the residential
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building (apartment) and the document on payment of the
value of the residential building (apartment) considered by
the Resolutions.
9. Notarized agreements on division of the residential
buildings (areas) concluded between spouses (notarial
certificate may be replaced by the certificate of the
relevant district, city, settlement and rural national
deputies’ soviets;
10. Resolution of the court on division residential building
(area) between spouses.
II. Documents issued during soviet period and the period of
independence:
1. State acts on property, possession and permanent usage
rights on land issued by city and district national deputies’
soviets from 24 January 1992 till 19 December 1995 and
certificates on temporary usage right of the land;
2. Resolutions of the city and district national deputies’
soviets on allocation of the land areas issued from 09
November 1991 till 19 December 1995;
3. Extract from the agricultural books on residential buildings
constructed before 01 January 2001 in the lands of villages
including converted to the cities (settlements) demolished
villages which lands are transferred to the cities and
settlements;
4. Technical passports of the lands of the residential buildings
property right on which are duly registered issued by the
technical inventory authority before 1 January 2001
(provided that they refer to the documents certifying
property rights and express the size of the smallholding).
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The Decree of the Cabinet of Ministers of
Azerbaijan “On approval of the Rules “On
regulation and monitoring of prices on state
registered medicines”
The decree of the Cabinet of Ministers of Azerbaijan #209, dated
3 June 2015 approved the Rules “On regulation and monitoring of
prices on state registered medicines” (the “Rules”).
Under the Rules, wholesale and retail prices of registered
medicines will be defined by the Tariff Council of Azerbaijan (the
“Tariff Council”) with consideration of the basic prices. The basic
prices will be determined with consideration of official sale prices
to wholesale chemistries in reference countries. The Tariff Council
will select at least five reference countries on an annual basis.
Information used by the Tariff Council in defining the prices must
be published on the web site of the Tariff Council. Control over
retail prices of medicines will be conducted by the Ministry of
Economy and Industry of Azerbaijan.

Amendment and changes to the Civil Code of
Azerbaijan
The amendment to the Civil Code of Azerbaijan dated 15 May
2015 (the “Amendment”) provided for the rules on conclusion of
agreements between a legal entity and related persons.
By virtue of the Amendment related persons include:
1. Chairman and members of the executive body and supervisory
board of the legal entity;
2. Chariman of the structural unit of the legal entity (i.e. Branch,
Representative Office etc.);
3. Spouse, parents, parents of spouse, grandparents, children,
stepchildren, stepparents, siblings of the persons indicated in
points 1 and 2;
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4. Person directly or indirectly holding 10% of participation interest
in the legal entity;
5. Legal entities where persons indicated in points 1, 2 and 4
directly or indirectly possess participation interest;
6. Entities where the legal entity holds at least 20% participation
interests;
7. Persons holding 20% of participation interest (shares) in the
legal entities indicated in points 4 and 6;
8. Chairman of the supervisory board and executive body of the
legal entities indicated in points 4 and 6.
Where the value of the deal with the related person is 5% of the
total value of assets of the legal entity or more, the deal must be
evaluated by the independent auditor and approved by a decision
of the general meeting.
Where the value of the deal with the related person is less than 5%
of total value of assets of the legal entity, the deal must be
approved by the general meeting of participants, the supervisory
board or the executive body in accordance with the charter of the
legal entity.
Anyone liable for breach of the above rules shall bear responsibility
for damage caused to the legal entity. Moreover, the legal entity
or any of it participants may challenge the deal.

Resolution of the Constitutional Court of
Azerbaijan
On 14 May 2015, the Constitutional Court of Azerbaijan adopted
the Resolution “On the issue of compliance of articles 439.1, 439.2
and 439.7 of the Civil Code of Azerbaijan (the “Civil Code’) with the
Constitution of Azerbaijan (the “Constitution”) and interpretation of
certain provisions thereof” (the “Resolution”).
The provision “if any of the parties is a foreign private person or
legal entity, then the parties, if permitted by law, shall determine
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the obligation in foreign currency as well” of article 439.1 and the
provision “in the event the obligation determined in foreign
currency has to be paid in Azerbaijan, it will be paid in manat,
except for the cases when payment in foreign currency is agreed”
of article 438.2 of the Civil Code do not contradict with the third
part of article 19 of the Constitution.
By the Resolution, the Constitutional Court defined that the articles
439.1 and 439.2 do not contradict with the third part of article 19 of
the Constitution.
“Means of payment” referred in the third part of article 19 of the
Constitution implies payments for supply of works, services, goods
etc. as well as mandatory payments (i.e. taxes, social contribution
etc.).
Considering that the provision “monetary obligations shall be
expressed in manat” referred in article 439.1 of the Civil Code
covers the subject of the monetary obligations of the credit (loan)
agreements that may be expressed in foreign currency, does not
apply to the relations arising from these obligations.
As per article 439.2 of the Civil Code, the loan and the interest
provided by the credit (loan) agreement shall be paid in the
currency provided by the agreement. Where the agreement does
not provide for such terms the debtor is entitled to pay the loan and
the interest in manat at the exchange rate applicable at the time of
payment.
Article 439.7 of the Civil Code does not apply to the monetary
obligations in manat and the provision of the said article “when the
loan amount is due payable” provides for the execution duration of
of the obligation defined in the contract and the provision “at the
time of obligation” provides for the date of conclusion of the
contract.
In view of the interest of the population, it is considered reasonable
to extend the duration of, decrease the interest of and application
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of other favorable terms to loans provided in foreign currency
depending on financial condition of the banks.
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Decree of the President of Azerbaijan “On
indexing of the insurane part of the pensions”
By the decree dated 26 January 2015, the President of Azerbaijan
ordered:
1. to increase the insurance part of the pensions;

authority, the participants of monitoring shall without prior notice
take measures in freezing the assets of such individuals and
immediately report this to the financial monitoring authority.
The Amendment provides for following measures with regard to
freezing of assets:

according to the consumer price index.

 Freezing of the assets of the Persons and Related Parties, which
are directly or indirectly in their disposition, ownership, usage or
property (including common joint or shared property), or
managed or controlled by them, and assets which are acquired
through property;

The Law “On suspension of the audit in the area of
entrepreneurship”

 Freezing of the assets of the Persons and Related Parties
regardless of their direct involvement with financing the
terrorism;

2. to arrange indexing of the pension amounts composing an
insurance part of the personal accounts in the personal
accounting system;

According to the Law of Azerbaijan “On suspension of audits in the
area of entrepreneurship” (the “Law”) adopted on 20 October 2015
the audits have been suspended for two years as of 01 November
2015. According to the Law, certain adutis such as tax audits,
audits with respect to protection of health and life of people,
protection of state security and state economic interests and etc.
can be conducted as exceptional cases.

Amendment to “Anti-money or Other Property
Laundering and Counter Terrorism Financing Act”
The amendment to “Anti-money or Other Property Laundering and
Counter Terrorism Financing Act” entered in force on 20 November
2015 (the “Amendment”) provides for definitions of assets, asssets
freeze and list of persons affected from sanctions within the
framework of combating the financing of terrorism (the “Persons”).
As per the amendment, upon publishing the list of the Persons and
the legal entities owned or controlled by them as well as legal
entities and individual acting on their behalf (the “Persons and
Related Parties”) the web page of the financial monitoring
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 The assets shall be kept frozen unless the Persons and Related
Parties are excluded from the list;
 To prohibit the transfer of ownership of the assets or their
disposition and usage by any physical or legal person to the
Persons or receiving any other profit from these assets by the
later.
The financial monitoring authority is entitled to freeze the assets
for the term up to 30 days.
Where the ground for commencement of criminal prosecution is
determined, the relevant executive authority shall take measures
to ban the operations provided for financing the terrorism or arrest
the property.
Where the ground for commencement of criminal prosecution is
not determined, the relevant executive authority shall file an
application to the district courts of the place of location of assets
no less than 15 days from the date of resolution upon investigation
of the following situations:
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 whether the frozen assets belong to the Persons and Related
Parties;
 whether the grounds for terrorism, financing of terrorism, support
or attempt in supporting the commitment of terrorism are defined
or approved by the authorized authorities of foreign countries.
Where the above cases are confirmed, the court adopt a resolution
on freezing the assets before expiration date of the period
indicated in the resolution of the financial monitoring authority.
The resolution of court on freezing the assets shall be referred to
the financial monitoring authority and to the individual whose
assets are frozen. Individual whose assets are frozen has the right
to appeal the court decision to the second instance.

The financial monitoring authority shall immediately publish the
information on freezing the assets on its official web page, as well
as transmit it to the monitoring participants either directly or with
the help of supervisory authorities. The financial monitoring
authority shall provide individuals with the grounds for freezing and
measures imposed on them in this regard, along with the
information on the process of termination of freezing within 1 day
upon adopting the relevant resolution.
Measures resulting from the resolution shall be in force until the
termination of such resolution.
In case grounds for freezing the assets of physical or legal person
no longer exist, court can cancel the measures taken on freezing
the assets either on the basis of application of individuals whose
assets are frozen or application of the relevant executive authority.
If individuals whose assets are frozen are obliged to meet the
unexpected and necessary costs, the procedures for providing the
access to frozen assets shall be defined by the relevant executive
authority.
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