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Tax and Legal updates

Measures to be taken in the framework of ‘’State
Program on Expansion of Digital Payments in
2018-2020 in the Republic of Azerbaijan’’
President Ilham Aliyev has signed an order to approve a ‘’State Program on
Expansion of Digital Payments in 2018-2020 in the Republic of Azerbaijan’’.
The measures to be taken include gradual replacement of simplified tax system
with VAT system and differentiation of VAT rate.
In the framework of the program it is stipulated to prepare a stepwise transition
mechanism from simplified tax system to VAT system and to develop a planned
approach for various sectors and economic entities depending on their scale. Upon
completion of the transition process, issue on the differentiation of VAT rate will
be submitted for consideration. Such approach will enhance the transition process
from simplified tax system to VAT system.
In addition to that, program provides for implementation of ”Integrated
Accounting System’’ for all taxpayers. Therefore, extended use of E-accounting
will be of utmost importance and in order to provide a smooth transition to a
new accounting system, a stepwise migration plan for small and medium sized
companies will be developed.

The program also considers taking significant measures towards reduction of nonformal employment for the purpose of strengthening social protection system. In
order to encourage employers and employees to switch to official salaries, relevant
measures on the expansion of the insurance system will be undertaken under the
State Program.
The program will also consider setting "minimum labor standards" to reduce the
level of employment with unregistered labor agreements in sectors with high
indicators of informal employment.
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