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Tax audits

Compulsory marking - compulsory marking code and other protective measures applied to those goods for
the purpose of tax control of the import, production, sale and circulation of goods specified in the rules

provided for in Article 50-2.1 of the Tax Code by-the-beody {inrstitution)-determined-by-the relevant
executive-powerbedy-elements,

50-2.3-1. A person who violates the requirements of the rules stipulated in Article 50-2.1 of the Tax
Code shall be liable in the cases provided for in the Tax Code, the Code of Administrative Offenses of
the Republic of Azerbaijan and the Criminal Code of the Republic of Azerbaijan.

50-2.1. The list of goods produced in the Republlc of Azerbaijan or imported into the country that must be
marked with mandatory marking, a2 A a8
to-taxpayers, circulation in the territory of the Republlc of Azerbaljan the order for the preparatlon of
mandatory marking, the procedure for its application, sale and accounting are regulated by the body
(institution) determined by the relevant executive authority.
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Tax administration

[Changes to the existing Articles }

Technology park resident - a legal entity that has received a technology park registration certificate in accordance with
the procedure determined by the relevant executive authority and operates in the technology park or outside the
technology park, or a natural person who carries out entrepreneurial activities without creating a legal entity;
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Tax administration

Limitation of use of privileges and preferences set forth in the International Double
Taxation Treaties (Article 2.6 of the TC)

Provisions of Article 2.5. of this Code shall not apply if a resident of a state enacting the
International Double Taxation Treaty to which the Republic of Azerbaijan is a party uses tax
privileges or preferences envisaged by such Treaty to evade taxes, including the cases
when this Treaty is used by a non-resident of a state enacting such Treaty to obtain tax
privileges or preferences.

Note:

2.5. Should any international treaty to which the Republic of Azerbaijan is a party provide for
regulations that differ from those contained in this Code and relevant regulations, the provisions of said
international treaties shall apply.
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Tax administration

Obligations of Taxpayers

16.1.8. to implement all cash transactions on the services provided by retail trade, public catering facilities, hotels and
other accommodation facilities, medical institutions, private medical practitioners, barbershops, beauty salons and
cosmetology centers through a cash register with real-time tracking tools complying with the criteria set by the body
(institution) determined by a relevant executive authority and connected to the electronic information system of the body
(institution) determined by a relevant executive authority:

16.1.11-4. to ensure the compliance with regulations of the Republic of Azerbaijan as well as international treaties to
which the Republic of Azerbaijan is a party envisaging the exchange of tax and financial information, and the provision
of electronic reports and adjusted electronic reports (based on request of a tax authority) in a form approved by a
relevant executive authority reflecting information to be provided by financial institutions pursuant to Article 76-1 of this
Code when financial institutions open accounts or provide financial services to legal entities or natural persons;

16.1.11-11. Except for taxpayers operating in the oil and gas field or categorized as public sector, as well as taxpayers
using the Green Corridor customs clearance system, to submit respective information on goods to be imported by
other taxpayers in a form approved by the body (institution) determined by a relevant executive authority to the tax
authority with which the taxpayer is registered until the date-efHnpert-completion of customs clearance (within 1
business day from the completion of the customs clearance - for goods transported by air)
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Tax administration

Obligations of Taxpayers

16.1.11-11.3. If goods are delivered on order, the information about the persons placing the order (TIN — when the
customer is a taxpayer; first name, surname, patronymic and FIN code — when the customer is a natural person) and
the amount of order by each customer.

If a taxpayer operates an economic entity (facility) registered with a tax authority, the information form
specified in this Article shall not be submitted to the tax authority. In this case, imported goods shall be

considered delivered to that economic entity (facility). _
Effective from 1 Oct 2023

16.6. The information on insured {retrsured)-fixed assets of legal entities, their branches, ard representative offices
and individual entrepreneurs shall be submitted by the insurers anrd-reinsurers—to the body (institution) determined
by a relevant executive authority in a form set by the body (institution) determined by a relevant executive authority by
the 20" day of the month following the end of the quarter.
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16.1.11-9. To comply with the requirements of the rules stipulated in Articles 50-2.1 and 194.1 of this Code;
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Opening accounts for taxpayers

In accordance with Article 35 of the Tax Code, until 2023, taxpayers had to apply to the tax authority for a duplicate certificate to open a

current account. Only upon receipt of a duplicate certificate, the taxpayer could apply to the banks and other credit organizations to open
an appropriate account within 10 days.

[

Changes and Amendments } Effective from 1 Oct 2023

Article 35.1

Article 35.2

Article 35.4

Article 35.6

With the introduction of relevant changes, in order to open an account in the Republic of Azerbaijan, a taxpayer can apply
directly to an institution authorized to open accounts (bank, post office, etc.), without obtaining a duplicate certificate. Based or

the application, the relevant institution opens an account and notifies respectively the tax authority in the prescribed mannei
within 1 day;

The tax authority receives information about the opening of a taxpayer’s account automatically on a real-time basis and sends

a notification form to the specified organizations. Outbound transactions on the account are not allowed until the notification is
received;

If a taxpayer has a debt to the State Budget or extra-budgetary funds, a limit of 105% of the outstanding amount is applied tc
outbound transactions on a newly opened account in the manner established by law.

In case of transfer of taxpayer's accounts between branches or structural subdivisions within an institution carrying out banking
operations, the relevant institution shall inform the state authorities about this within 1 business day.
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Tax administration

~

Amendments to Existing Articles }

(&

57.1. A financial sanction in the amount of AZN 40 shall be imposed under decision of
the head (deputy head) of a tax authority for unjustified late submission of a tax return
by a taxpayer having a taxable objects and engaged in taxable or non-taxable (tax
exempt) transactions during the reporting period.

57.1-2. Afinancial sanction in the amount of AZN 5806 10000 shall be imposed on a taxpayer
for the failure to submit country by country report in prescribed time and manner.
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Tax administration

" Amendments to Existing Articles }

A

58.7-1.10. In case of receipt of cash payments for medical services in violation of the Law of the Republic
of Azerbaijan "On Cashless Settlements”, medical institutions and individual private medical
practitioners shall be imposed a financial sanction as follows: 10% of the total amount of the transaction -
for the first violation within a calendar year; 20% - for the second violation within a calendar year and 40%
— for recurring (at least 3) violations within a calendar year:

58.13. In case of delivery of goods without providing an electronic invoice, when such an invoice is
required by the Tax Code; provision of goods from wholesale trade and production facilities and
warehouses with registration of goods in the order of retail sale (with the exception of goods sold in
electronic commerce, ordered and delivered from warehouses owned by retail outlets); provision of
goods without issuing an intrercompany stock movement invoice for the purpose of loading them from an
economic entity (facility) onto vehicles for delivery without a preliminary order — the supplier of goods shall
be imposed a financial sanction as follows: 10% of the sales price of provided goods - for the first violation
within a calendar year; 20% - for the second violation within a calendar year and 40% — for recurring (at
least 3) violations within a calendar year
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Tax administration

(&

" Amendments to Existing Articles }

Effective from 1 Oct 2023

60. Financial sanctions imposed on credit organizations, individuals performing banking
operations and financial institutions (the title of the article has been changed).

60.1. The following financial sanctions shall be imposed on banks—and-otherlending
Hastitutions—perfeorming—various—banking—operatiens—credit organizations and

Individuals performing banking operations:

60.3.3. For the failure of financial institutions to provide relevant information (Article 76-1) —

30% of the total amount of theperermed-transactton—funds received to the account,

and If no transaction is carried out on these accounts - AZN 400 per account.
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Tax administration

Rights and Duties of Financial Institutions

76.1. During a tax control or for the purposes of information exchange with other states based on international treaties
to which the Republic of Azerbaijan is a party, tax authorities may request credit organizations or individuals

performing banking operations, in writing, to provide wfermation-on-bank-accountand-transactions-information on
taxpayer’s (person’s) identification data, bank account and transactions, as well as relevant supporting documents.

Article 76-1. Provision of information by financial institutions
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ﬁ-n&nekal—miepmatleﬂ—ﬂnanmal |nst|tut|ons shall provide information about financial transactions performed by Jregat
entitiesand-ndividuals-operating-th-those-states-non-residents in the Republic of Azerbaijan to authorized bodies

of respective foreign states through relevant executive authority to the extent and in the manner prescribed by relevant
executive authority.
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Tax administration

Facilitation of payments to state budgets in cases of 105 percent freeze of taxpayers’ accounts for all outgoing

operations:
65.8-1. The payments from frozen bank accounts is achieved based on payment order indicating state budget

payment details which should be processed by the banks and credit organizations.

Collection of debts originating in foreign jurisdictions based on international agreements AR is a party to:
65.10. In order to comply with obligations under international agreements AR is party to, the AR Tax
Administration would conduct debt collection procedures envisaged in clauses 65.1 — 65.9 of the Tax Code on
the bases of incoming requests from the tax administration of a foreign tax jurisdiction.

Page 13



Tax administration

For taxpayers (Article 85.4)

For tax authorities (Article 85.5)

State tax authorities shall have the right, within 3
years after a tax reporting period elapses, to review
a taxpayer’s taxes, interest and financial sanctions
and to recalculate tax liabilities, and, within 5 years
after the taxable period elapses (starting from the
date of the resolution issued under the on-site
tax audit on accrual of additional taxes, interests
and financial sanctions), to collect any tax,
Interest or financial sanction amount.

Within 3 years after the relevant taxable accounting
period elapses a taxpayer shall be entitled to claim
a calculation and recalculation (if calculated) of
taxes, interest and financial sanctions which were
incorrectly collected or withheld, and a refund or
offset of overpaid taxes, interest and financial
sanctions within 5 years after the relevant taxable
accounting period elapses (starting from the date
of the resolution issued under the on-site tax
audit findings pursuant to Articles 38.3.3 and
38.3.4 of the Tax Code).
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Tax audits

~

Amendment to Existing Article }

Desk Tax Audit (37.2)

Upon receipt of information about the income generated in foreign states from the authorized bodies of relevant states,
a desk tax audit shall be carried out within 36-90 business days from the date of receipt of the information for the
kperiod indicated in Article 85.4 of the Tax Code.

[New Article }

Suspension of on-site tax audit for a period of up to 9 months (38.7-4)

In case of applying to the authorized body of a foreign state for the participation of a representative of the tax authority in a
tax audit in the territory of the foreign state within the framework of international treaties to which the Republic of Azerbaijan
IS a party, in order to obtain relevant information or documents in connection with the ongoing tax audit of the taxpayer - until
the completion of the audit in the foreign state.
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Tax audits

[ New Articles 1

Participation of Azerbaijan and foreign tax authorities in tax audits carried out in Azerbaijan and abroad (38.9)

In the cases specified in international treaties to which the Republic of Azerbaijan is a party, a representative
of the authorized body of a foreign state (territory) may participate in on-site tax audits of taxpayers operating
in Azerbaijan, and an authorized representative of the tax authority of the Republic of Azerbaijan may
participate in on-site tax audits of taxpayers operating in a foreign state (territory).

Participation of Azerbaijan and foreign tax authorities in tax audits carried out in Azerbaijan and abroad (38.10)

The procedure for participation of representatives of the authorized body of a foreign state (territory) in on-
site tax audit in the territory of the Republic of Azerbaijan shall be established by the body (institution)

determined by relevant executive authority.
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Tax administration

{Amendments to Existing Articles }

Operational Tax Control

50.8. The receipts issued by cash registers shall contain:

50.8.6. the number of checks issued during current shift and the ordinal check number
« 50.8.11. amount refunded to the customer (for the portion exceeding the cost of goods or services (work);

« 50.8.14. type of check (sales, refund or arrttment annulment, advance payment, sale on credit);

- 50.8.13. type and method of payment {cash-ercashlessadvanceoncreditbonus,giftcardorothersimiar
types-ofpayment)-(cash, cashless, bonus, gift card);

 50.8.16. symbols depicted in the fiscal elements (Unique Identifier) of relevant refund, annulment and sales
(advance payment) checks.
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Tax administration

{ New Articles }

Operational Tax Control

50.8. The receipts issued by cash registers shall contain:

« 50.8.17. the amount payable for the sale on credit and the payment sequence number indicated in the
relevant sale-on-credit check, including the symbols depicted in the fiscal elements (Unique Identifier) of
sale-on-credit check.

e 50.8.10-1. amount of the advance payment indicated in the advance payment check (50.8.10. paid amount)

 50.8.18. state registration number of the buyer's vehicle indicated in the sales check for fuel provided by

gas stations to taxpayers based on fuel cards (fuel vouchers).
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Market Price

Assessment of taxes based the market price could be applied in the following cases (14.3.6.):

failure of a taxpayer to provide (unavailability of) documents confirming the provision (receipt)
of goods (works, services) during the tax control procedure
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Transfer Price

(14-1.1.4) The Profit Split method is the method of sharing profit originating in
transactions between the parties envisaged with the clause 14-1.2 of this Code between
such parties based on this Article on Transfer Price.

(14-1.10.) The determination of profit (income) of a non-resident derived from Azerbaijani
source and assessment of taxes of a Permanent Establishment of such non-resident
would be conducted based on the provisions of this Article on Transfer Price.
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Controlled Foreign Company (CFC)

The reference to taxpayer registered in “jurisdictions recognized as those providing
preferential tax regime” was excluded from clause 14-2.1;

New edition:

The profit of an entity not considered a resident of AR registered-hjurisdictions
recoghized-as-those providing preferenttaltaxreghme © 000 00 oo 0 2 e

following cases:

14-2.1.1. If an entity considered a resident of AR directly or indirectly, severally or jointly
with a related party non-resident holds more than 50% voting rights, or more than 50% of
chartered capital, or has the right to more than 50% of profit share of a foreign entity and,;

14-2.1.2. if actual tax burden aid by a foreign controlled entity from its profit istwe-times
or-lesser equal or less than 75% of the amount payable from such profit based on the
provisions of this Code and,
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Withholding Tax

The list of cases not related to income from an Azerbaijani source was expanded when making
direct or indirect payments by residents and permanent establishments of non-residents in the
Republic of Azerbaijan, as well as residents not registered with the tax authorities, to individuals
established (registered) in countries or territories with preferential taxation, including their
branches or representative offices in other countries, as well as bank accounts in countries or
territories with preferential taxation.

New Article

Article 10. When net profit of permanent establishments of a non-resident is transferred

P RCNENE (provided) to that non-resident.
Part 10
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Withholding Tax

{ Amendment to Existing Article }

Foreign countries or territories with preferential tax regime shall mean the following:

Countries or territories with the tax rate up to 75% of the rate specified in TCA and (or);
Countries or territories that do not exchange information according to the relevant standards
under international treaties with the Republic of Azerbaijan and (or);

Countries or territories with enforced law on confidentiality of financial information on
companies that are allowed to keep confidential their financial information, the property’s
beneficial owner or income (profit) recipient .

Article 128.2

{ New Article }

Dividends paid by persons who perform system integration, software preparation, and
development activities outside the technology park as a resident of the technology park are
not liable for a withholding tax for a period of 10 years, starting from the accounting year in
which the technology park registration certificate is obtained.

Article 122.5
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Corporate Income Tax
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Corporate Income Tax

[ New articles }

106. Exemptions and Privileges

106.1.14-1. other income of legal entities engaged in the agricultural production (including by
industrial method), subsidies to legal entities from the state budget for the agricultural production,
as well as relevant dividend income of legal entities that are participants of resident legal entities
engaged in the agricultural production (including by industrial method) - for 1 year starting from
January 1, 2023

106.1.31. 50% of income of legal entities from food production aimed at replacing the imported
Article goods with locally produced (processed) goods, the list of which is approved by the body
(VCNICYI (institution) determined by relevant executive authority - for 7 years starting from the year the
relevant list was approved.

Article
106.1.14-1
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Corporate Income Tax

Exemptions and Privileges

Amendments to Existing Articles

a portlon of a maximum 10% of proflt of a taxpayer (Wlth the exception of Legal—entrtres—\mth—partrer-eatren
0 bercent—or more—d 0 d owhed—b ate—and—public legal entities

established on behalf of the state) for the reporting year that was transferred to entities, departments and
organizations operating in the area of science, education, healthcare, sports and culture that meet the criteria
established by the body (institution) determined by relevant executive authority - for a period of 10 years,
starting from January 1, 2019, and a portion transferred to funds created for public and social purposes the
list of which is approved by the body (institution) determined by relevant executive authority - for a
period of 8 years starting from January 1, 2021. Provisions of this Article shall apply to non-cash expenses
only.

Article
106.1.18

The income of legal entities that are residents of industrial or technological parks created according to the
decision of the relevant executive authority from the activity in the industrial and technological park - starting
from the reporting year in which they were registered in the industrial and technological park in accordance
with the legislation - for a period of 10 years. The privilege provided for in this article is also applied to
the income received by legal entities that perform system integration, software preparation and
development activities outside the technology park as a resident of the technology park (including
the improvement, technical support and training services provided to buyers as a result of the
implementation of that activity).

Article
106.1.13
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Corporate Income Tax

Deductible Repair Costs

Amendments to Existing Article

115.6-1. The costs incurred for the repair of fixed assets that are not accounted for on the lessee's balance
sheet, not reimbursed at the expense of rent, or not reimbursed by the lessor, shall be capitalized by the
lessee and depreciated at the depreciation rate applicable to the repaired fixed asset’s category as per Article
114.3 of this Code. If the amount of capitalized repair costs for each category determined in the
manner prescribed by this article is less than AZN 500 at the end of the calendar year, this amount

shall be subject to deduction.
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Corporate Income Tax

Non-Recognition of Income or Loss

Amendments to Existing Article

144.1.4. movable and immovable properties, intangible assets, as well as entities in the form of a
property complex that are transferred free-of-charge by legal and natural persons to state bodies
(institutions), as well as to funds created for public and social purposes, the list of which is approved
by the body (institution) determined by relevant executive authority.

Article

144.1.4
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Personal Income Tax

101. The rate of personal income tax

New article

101.7. Regardless of other provisions of this article, income tax is levied on the monthly
employment income of natural persons working for taxpayers who perform system integration,
software preparation, and development activities outside the technology park as a resident of the
technology park in the following manner:

Article

t0L7 101.7.1. Within 3 years from January 1, 2023, if the monthly income is up to 8,000 manats, O

percent, and 5 percent of the amount exceeding 8,000 manats;

101.7.2. 5 percent of monthly income for 7 years from January 1, 2026.
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Personal Income Tax

102. Exemptions and Privileges

New Articles

Article The monthly taxable income of parents, surviving spouses and children of persons who have
102.1-1 been granted the status of a martyr's family is reduced by AZN 800.

Dividend income of natural persons who are participants of resident legal entities engaged in the
agricultural production (including by industrial method) - for a period of 1 year starting from
January 1, 2023

Article
102.1.11-

50% of income of individual entrepreneurs engaged in food production aimed at replacing
Article imports with locally produced (processed) goods, the list of which has been approved by the
102.1.37 body (institution) determined by relevant executive authority - for 7 years from the year of
approval of the relevant list.
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Personal Income Tax

102. Exemptions and Privileges

Amendments to Existing Article

Income derived directly from the agricultural production (including by industrial method), including
other income of natural persons engaged in the agricultural production, as well as subsidies
given to natural persons at the expense of the State Budget for the agricultural production.

Article
102.1.11

Dividends, discounts and interest income on shares and bonds publicly offered and marketed by
resident legal entities in the territory and outside of the Republic of Azerbaijan for a period of 5
(five) years starting from February 1, 2023.

Article
102.1.22-2
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Personal Income Tax

102. Exemptions and Privileges

Amendments to Existing Article and New Article

Income of the natural persons who carry out entrepreneurial activities without establishing a legal entity
that is a resident of the industrial or technological parks created according to the decision of the relevant
executive power body which is obtained from the activities in the industrial and technological parks
(except for the income tax levied on salaries) - for a period of 10 years from the date of registration in the
industrial and technological parks in accordance with the legislation.

The privilege provided in this article is also applied in relation to the income obtained from those
activities (including improvement, technical support, and training services provided to buyers as
a result of the implementation of these activities) of persons who, as a resident of the technology
park, carry out the activities of system integration, software preparation and development outside
the technology park.

102.1.21
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Value Added Tax

Changes and Amendments to Existing Articles

For non-payment by the taxpayer referred to in Article 175.8 of Tax Code, the amount of VAT in 1 business
day from laterthan-en-the date of payment of the cost of goods (works and services) in accordance with
Article 175.1.3 of this Code, the taxpayer shall be subject to a financial sanction amounting to 50% of unpaid
VAT.

VAT on taxable imports shall be calculated and collected by customs authorities in the manner established for
the payment of customs duties under this Tax Code and customs legislation, and paid to the State Budget
within 1 banking day.

Article
177.4

When two or more payments are made on an electronic delivery note issued to a taxpayer, each payment
shall be considered as made for the separate operation in the amount of the payment. VAT amount shall be
A\ paid in accordance with the procedure determined by the Tax Code and relevant executive authority within 1
IVERBCER husiness day following the payment of the cost of goods (works, services) received under the electronic
delivery note issued to the taxpayer. When two or more payments are made for the cost of goods (works,
services), VAT amount shall be paid to VAT deposit account in relation to the payment made.
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Value Added Tax

Changes and Amendments to Existing Articles

AN Import and sale of hybrid vehicles with a manufacturing date of up to 3 years and an engine capacity of up to
G NERE 2500 cc are exempt from VAT for 3 4 years starting from January 1, 2022.

A contribution of any property (except for fixed assets) to an entity’s charter fund (equity) in the form of shares,
except for imported property (where the contribution of a property in the form of shares is not directly connected
with the acquisition of other property in exchange) shall be exempt from VAT;

New Article

EUIEICII The import of fixed assets, the list of which is approved by the body (institution) determined by relevant
IGENWCIONN - ccutive authority, shall be exempt from VAT.
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Value Added Tax

Changes and Amendments to Existing Articles

Article Free-of-charge transfer of movable and immovable properties, intangible assets, as well as entities in the
160.4 form of a property complex by legal and natural persons to state bodies (institutions), as well as to funds
created for public and social purposes, the list of which is approved by the body (institution) determined
by relevant executive authority shall not be considered a taxable transaction.

With the exception of the case specified in Article 160.4 of the Tax Code, the amount of VAT paid for goods
(works, services) by persons engaged in operations which are either not subject to VAT or are exempt from VAT
shall not be considered claimable VAT amount by that person in accordance with procedures established by this
Article. When purchasing goods (works, services) at the expense of funds (except for subsidies and
reimbursements) allocated from the State Budget, the paid VAT amount is not claimable.

Article
175.6
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Value Added Tax

New Articles

A contribution of fixed assets in the form of shares to the charter capital (equity) to the entity (where the
contribution of fixed assets in the form of shares is not directly connected with the acquisition of other
property in exchange).

Article
165.1.10

When Article 159.6 of the Tax Code applies, the time of the taxable transaction (including receivables
from provision of goods (works, services)) shall be considered to be the time (day) immediately
N rre preceding the entry of the liquidation into force.

166.3

NOTE:

159.6. If a taxpayer liquidates its registration, the goods that remain in its possession at the time of liquidation shall be
considered sold at that time and subject to VAT.
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Value Added Tax

New Articles

The procedure for electronic tax registration, re-registration and de-registration of non-residents
engaged in electronic commerce through the internet information resource (except for permanent
establishments provided for by Article 19 of the Tax Code) who derive income from provision of
electronic commerce works and services to residents, shall be determined by the body (institution)
determined by relevant executive authority.

NG P [ he provision of works and services for the purposes of this chapter by a non-resident registered under
e/ \rticle 33.8-1 of the Tax Code shall not be subject to the taxation based on this Article, and the non-
resident shall calculate and pay tax liability on such transactions in accordance with the Tax Code.

Article
33.8-1
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Other Taxes (Property, Land)
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Property Tax

Tax Privileges and Exemptions

Article

199.4.1 Facilities that are used for environmental preservation and fire protection purposes

Tax Privileges and Exemptions (new article)

AR Civil defense properties owned (on the balance sheet) by entities, the list of which is approved by the
ReRINENhody (institution) determined by relevant executive authority

Calculation and Payment of Property Tax on Entities and Entrepreneurs

When property of the entity is insured to the amount exceeding its residual value, property tax shall be
calculated by applying property tax rate determined under Article 14.3.4 of the Tax Code considering the
market value of the property as of the date of insurance. When the value of the insured property is
determined on the basis of the market price, provisions of Article 202 of this Code shall not apply.
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Property and Land Tax

Tax Privileges and Exemptions

INiie s Persons who perform system integration, software preparation and development activities outside
eleaEifl@the technology park as a resident of the technology park are exempt from tax on property and land for
ZWBCRRN 10 years from the reporting year of registration in the technology park in accordance with the law.

Tax Privileges and Exemptions (new article)

Legal and natural persons engaged in food production aimed at replacing imports with locally produced
(processed) goods, the list of which has been approved by the body (institution) determined by relevant
executive authority, shall be exempt from property and land tax on property and land used in the process of
that activity for 7 years from the year of approval of the relevant list.

Tax Privileges and Exemptions (new article)

Articl According to the State Programs of Privatization of State-Owned Property in the Republic of Azerbaijan,
19|9C fg state-owned legal entities with privatization decision made after January 1, 2023, shall be exempt from

TRt Property and land tax during the privatization process, but for not more than 3 years from the year of the
S decision.
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Taxation In liberated territories

General Taxation Provisions

New Article

Article 226

This chapter regulates issues related to tax exemptions granted to residents of liberated
territories, as well as objects and scope of transactions subject to such exemptions. All other
matters related to taxation in liberated territories shall be regulated by Chapters | - XVII of the Tax
Code.

For the purposes of this chapter, the term "resident of a liberated territory" refers to the legal and
natural persons registered for tax purposes and operating directly in the liberated territories.
The tax exemptions specified in this chapter do not apply to the following activities and
operations:

activity associated with the provision of financial services;

trucking services;

provision of goods (works and services) by a contractor at the expense of the State Budget
(with the exception of resident contractors carrying out manufacturing activity within liberated
territories).
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Taxation In liberated territories

Exemptions and Privileges

New Article

Article 227

227.1. Residents of liberated territories are exempt from profit (income), property, land and simplified
taxes for a period of 10 years starting from January 1, 2023.

227.2. Import of raw materials and supplies for manufacturing activities, the list of which is approved by
the body (institution) determined by relevant executive authorities, by residents of liberated territories
that are registered VAT payers shall be exempt from VAT for a period of 10 years starting from January
1, 2023. The provisions of this Article shall be applied on the basis of a support document issued by the
body (institution) determined by relevant executive authority.

227.3. Dividend income of shareholders of legal entities that are residents of liberated territories shall be
exempt from taxation for a period of 10 years starting from January 1, 2023.

227.4. The tax exemptions provided for in this Article shall be applied under conditions that:

227.4.1. tax exemption in the field of production, including processing and extraction activities shall be
applied to taxpayers who are registered for taxation purposes and are engaged in such activities in
liberated territories. The tax exemption provided for in this Article applies to the income from goods
produced, including those processed or extracted and then provided within or outside the liberated
territory, or exported from the territory of the Republic of Azerbaijan.
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Article 227

(continue)

227.4.2. tax exemption for wholesale trade, construction and services (except for public services) shall
be applied to legal and natural persons registered for tax purposes in liberated territories and providing
goods (works, services) to the residents thereof.

The tax exemptions provided for in this Article do not apply to above persons providing goods (works,
services) to persons operating outside the liberated territories or exporting goods (works, services) from
the Republic of Azerbaijan.

227.4.3. tax exemptions for tourism, retail trade, public catering and other public services shall be applied
to taxpayers registered for tax purposes and operating in the liberated territory.

227.4.4. If a resident of the liberated territory engaged in the types of activities provided for in Articles
227.4.1 - 227.4.3 of the Tax Code is engaged in the same activity outside the liberated territory (within the
territory of the Republic of Azerbaijan), the tax exemptions provided for in this Article shall not apply to
those persons.

227.4.5. If a resident of the liberated territory engaged in the types of activities provided for in Articles
227.4.1 - 227.4.3 of the Tax Code along with the liberated territories, performs other types of activities
outside that territory, including outside the borders of the Azerbaijan Republic, the accounting of the
income and expenses obtained from the activities performed in the liberated territories and other types of
activities outside those territories shall be conducted separately for each by type of activity.
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The tax exemptions provided for in this article shall also apply to other income received by the
resident of the liberated territory in connection with the activity in that territory.

Article 227.5

30% of non-cash VAT payments and 5% of cash VAT payments made by individual consumers for
the accommodation services (except for other extra services) provided by hotels considered
Nqi[eicheill accommodation facilities in liberated territories, shall be refundable. The procedure and
conditions for VAT refund under this Article shall be determined under Article 165.5 of the Tax
Code.

Nq[eiCR27I* Bl The resident of a liberated territory submits tax reports on its activities in that territory to the tax
authority in the manner and within the time limits provided for in the Tax Code.
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