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An up-to-the-minute guide to developments
in the legislation of the Republic of
Azerbaijan

In this release, we would like to
bring to your attention an
overview of the following:

The Tax Code of the Republic of Azerbaijan has
been amended

The Tax Code of the Republic of
Azerbaijan has been amended.

The Law of the Republic of
Azerbaijan on Social Insurance
has been amended.

Legal requirements for obtaining
temporary residence and work
permits have been relaxed for
the residents of the technology
park and the information and
communication technology
specialists recruited by them.

On 27 December 2022, the Law of the Republic of Azerbaijan on
Amendments to the Tax Code of the Republic of Azerbaijan ("Law") was
adopted.

According to the Law, residents of a technology park that carry out the
activities of system integration, software preparation, and development
outside of the technology park (including the system upgrade, technical
support, and training services provided to buyers as a result of such
activity) will also be considered as the residents of technology park
(“outside residents”).

Outside residents are granted the following tax exemption privileges for
10 years starting from the accounting year in which the technology park
registration certificate is received:

e Corporate income tax (CIT)
e Withholding tax on dividends distributed by them
e Property and Land tax

Also, the personal income tax of the natural persons engaged by outside
residents will be levied as follows:
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- In the period of 3 years from 1 January 2023, if the monthly
income is up to 8,000 manats, O percent, and 5 percent of the
amount exceeding 8,000 manats.

- 5 percent of monthly income for 7 years from 1 January 2026.

It should be noted that CIT, Property, and Land tax privileges are also
applied to natural persons engaged in entrepreneurial activities without
establishing a legal entity that are outside residents of the technology
park.

This Law came into force on 1 January 2023.

The Law of the Republic of Azerbaijan on Social
Insurance has been amended

On 27 December 2022, the Law of the Republic of Azerbaijan on
Amendments to the Law of the Republic of Azerbaijan on Social Insurance
("Law™) was adopted.

According to the changes, the residents of a technology park (including

persons carrying out system integration, software development, and

development activities), their contractors, and subcontractors, as well

as natural persons engaged by them for the purposes of that activity

will have the following options to pay social insurance for 10 years
from 1 January 2023:

- Inthe amount equal to four times the minimum monthly salary
- Inthe standard way -i.e., from income derived from paid work

It is also worth mentioning that, according to the Law, foreign nationals
andstateless persons engaged in the residents of technology park (in-
cluding persons engaged in system integration, software development,
and development activities), their contractor, and subcontractors for
the purposes of that activity will be exempt from paying social insur-
ancefor 10 years starting from 1 January 2023.

Legal requirements for obtaining temporary res-
iIdence and work permits have been relaxed for
the residentsof the technology park and the in-
formation andcommunication technology special-
Ists recruitedby them

On 27 December 2022, the Law of the Republic of Azerbaijan on
Amendments to the Migration Code of the Republic of Azerbaijan ( “Law”)
was adopted.

According to the amendment, foreign nationals and stateless residents
of thetechnology park (in relation to a legal entity, those holding the po-
sitionof a head of such entity and their deputies) and specialists with
experience in the field ofinformation and communication technologies
recruited by that residentcan work in the territory of the Republic of
Azerbaijan without obtaining a work permit. Also, according to the
change, the mentioned individuals are entitled to a temporary resid-
ence in the territory of the Republic of Azerbaijan without obtaining a
work permit.

This change came into force on 1 January 2023.
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We hope that you will find this overview helpful.

For more detailed information, please contact the EY exists to build a better working world, helping to
following specialists: create long-term value for clients, people and society
Arzu Hajiyeva and build trust in the capital markets.
Partner, Tax & Law

Tel:+994 (12) 490 7020 Enabled by data and technology, diverse EY teams in
over 150 countries provide trust through assurance
and help clients grow, transform and operate.

Sabina Khalilova

Director, Tax & Law . .

Tel:+994 (12) 490 7020 Working across assurance, consulting, law, strategy,
tax and transactions, EY teams ask better questions to
find new answers for the complex issues facing our

. world today.
Mammad Balajanov
Senior Manager, Head of Legal, Tax & Law
Tel: +994 (12) 490 7020 EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a

separate legal entity. Ernst & Young Global Limited, a UK company

limited by guarantee, does not provide services to clients. Information
about how EY collects and uses personal data and a description of the
rights individuals have under data protection legislation are available
via ey.com/privacy. For more information about our organization,
please visit ey.com.

EY works together with companies across Caucasus and Central Asia
and assists them in realizing their business goals. More than 1,300
professionals work at 8 offices (in Almaty, Baku, Bishkek, Nur-Sultan,
Tashkent, Thilisi, and other locations).

© 2023 Ernst & Young Holdings (CIS) B.V.
All Rights Reserved.

ED None.

This publication contains information in summary form and is therefore intended for general
guidance only. It is not intended to be a substitute for detailed research or the exercise of
professional judgment. Neither EYGM Limited nor any other member of the global EY organization
can accept any responsibility for loss occasioned to any person acting or refraining from action as a
result of any material in this publication. On any specific matter, reference should be made to the
appropriate advisor.

ey.com/az
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