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Overview of recent changes in the Azerbaijani legislation which could materially impact your
business

Tax and Legal Services

Amendments to the “Tax Code” and the “Law on Social Insurance”
were approved by the President of the Republic of Azerbaijan.

On 2 June 2020, the official media published news that on 8 May 2020, the Milli Majlis
ratified and the President of the Republic of Azerbaijan signed new amendments to the
Tax Code and the “Law on Social Insurance”, providing certain relief from negative impact
of COVID-19 pandemic to the economy. Amendments include tax and social insurance
incentives, concessions, as well as tax holidays.

For these purposes concept of “Temporary Tax Regime” has been introduced into the Tax
Code. Temporary Tax Regime is a set of temporary tax calculation and reporting rules
applicable to all or part of entrepreneurial subjects during significant change of economic
situate due to natural disasters, epidemics, ecological and other disasters and global
processes.

In general, package of the amendments could be segregated to following main area:

1. Tax concessions for the industries negatively affected by coronavirus

2. Tax concessions for all microbusinesses;

3. Tax concessions for all businesses;

4. Social insurance concessions.



https://home.kpmg.com/az/en/home/insights/2017/11/monthly-legislative-updates.html
https://home.kpmg.com/az/en/home/services.html
https://home.kpmg.com/az/en/home/media.html

1. Tax concessions for the industries negatively affected by coronavirus

The following industries are considered as being affected at most by the virus outbreak:

— Hotels and similar activities;
— Tour operators and tourism agencies;
— Catering;

— Automobile passenger transportation within the country (inter-city, inter-region,
between the cities and regions), including taxi service;

— Transportation and (or) delivery of goods, including food and non-food products from
sellers to buyers;

— Exhibitions, performances, recreation and entertainment (games), cinema, theatre,
museum and concert halls;

— Sport and recreation facilities;

— Tutoring (educational) and professional training courses, pre-school tutoring,
psychological centres;

— Other industries whose activities are restricted fully or partially by the Cabinet of
Ministers for the purposes of health and safety of the population during the pandemic.

The following concessions are planned for the above-listed industries for one year starting
from 1 January 2020:

Type of tax Concessions

Profit (income) tax — Exempting 75% of income from profit (income)
tax;

— Exemption from making and reporting current tax
payments for 1 year;

— The deadline for the last tax payments for 2019
has been extended up until September 1, 2020;

— The deadline for payment of 2019 profit (income)
tax by non-microbusinesses has been extended
up until 1 September 1 of the current year.

Simplified tax 50% of tax reduction is planned with respect to the
simplified tax
Industry Current rate Proposed
rate
Catering 8% 4%
Passenger AZN 1,8 AZN 0.9

transportation (except
for taxi) — per seat?

Passenger AZN 9 AZN 4,5
transportation service
(taxi) — per vehicle?

VAT — Deadline for the Simplified Tax choice and registration
by VAT registered catering businesses for 2020 has
been extended from April 20 to September 1.

1 Rates are applied depending on the industry.
2 Rates are applied depending on the industry.




— Up until January 1, 2021, spoiled food and semi-
finished food products will not be considered as
VATable for catering businesses.

Property tax — 1 year exemption from property tax;

— 1 year exemption is provided for the current property
tax payment and reporting;

— Aircrafts used by air carriers for passenger
transportation will be exempt from property tax.

Land tax — 1 year exemption from land tax.

Withholding tax — The withholding tax on income of individuals from
lease of immovable property has been reduced from
14% to 7%

Penalties — Interest accrual on overdue taxes, compulsory state
social insurance and unemployment insurance
contribution has been deferred from April 1, 2020 to
January 1, 2021.

2. Tax concessions for all microbusiness owners

Following incentives are applied to all microbusinesses regardless of the industry:

Type of tax Concessions

Profit (income) tax Reporting and payment of taxes for the current year has
been extended up until September 1, 2020

Simplified tax — 50% exemption on simplified tax (tax rate is reduced
from 2% to 1%);

— The deadline for reporting and payment of the
Simplified Tax for the 15t and 2™ quarter 2020 has
been extended up until September 1, 2020

— Individual entrepreneurs that paid taxes based on
special fixed tax receipt, whose activities were
partially restricted by the Cabinet of Ministers due to
COVID 19, can use the paid receipts and taxes for
the next tax periods

Property tax Tax holiday until September 1 of the current year for
filing tax returns and payment of calculated tax to the
budget.

Microbusiness is defined as business having not more than 10 employees and annual
income not exceeding AZN 200,000.

3. Tax concessions for all business owners

Along with the above-mentioned the package of proposals includes a number of
concessions for all taxpayers. These concessions are:

— Temporary VAT exemption on following items:




- In order to ensure the health and needs of the population during the
temporary tax regime, the import of products (goods), the list of which is
approved by the Cabinet of Ministers, is exempt from VAT.

— Deduction of costs of necessary preventive measures, including disinfection,
carried out by a taxpayer for preventing epidemic, and ensuring health and safety
of the population, from income without setting any limit.

4. Social insurance concessions

As noted before, the package of amendments is designed not only for tax concessions,
but also for relieving social obligations of the business owners. In that respect, following
amendments are proposed in the Law “On social insurance”:

Industry

Planned social security concessions

Insured persons earning
income non-employment
activities

— Reduction of the rate of compulsory social
insurance contributions from April 1, 2020 to
January 1, 2021, as follows:

- construction and retail — 25%;
- other industries — 15%.

Individual entrepreneurs
paying fixed tax amounts
based on special fixed tax
receipt

— calculation of social insurance contributions based
on established minimum monthly salary
(considering regional differentiation rates);

— payment of social insurance contributions also
based on special fixed tax receipts.

Individuals engaged in
agricultural industry

Depending on the land plot size, compulsory state
social insurance contributions for each family member
engaged in agricultural activities will be calculated
based on following percentage of the established
minimum monthly salary:

— up to 5 hectares — 2%;
— 510 10 hectares — 6%;
— More than 10 hectares — 10%

Lawyers, independent
accountants and auditors

Social insurance contributions will be calculated as 10%
of the income after deduction of costs.
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Biznes faaliyyatinize shemiyyatli deracads tasir gostera bilacak Azarbaycan ganunvericiliyine
edilan son dayisikliklarin icmalini Sizin diqqgatinizs ¢atdiririq.

Vergi ve Huquq Xidmatlori

“Vergi Macallasina” va “Sosial Sigorta haqqinda” Qanuna
dayisikliklar Azarbaycan Respublikasinin Prezidenti tarafindan
imzalandi.

COVID-19 pandemiyasinin Azarbaycan igtisadiyyatina ziyaninin azaldilmasi magsadile
Vergi Macallesina va “Sosial Sigorta haqginda” Qanuna dayisikliklar Milli Maclis
tarafinden gabul edilmis, Azerbaycan Respublikasinin Prezidenti tarafinden 8 may
2020-ci il tarixinde imzalanaraq 2 iyun 2020-ci il tarixinda derc edilmisdi. Dayisikliklera
asason sahibkarlara bir sira vergi v sosial guizestlar, o cimladan vergi tetillori nazards
tutulur.

Bu magsadls, Vergi Macallasina “Mivaqqgsti vergi rejimi” konsepsiyasi slava edilib.
Muvaqqati vergi rejimi dedikds, tabii falakatlarin, epidemiyalarin, epizootiyalarin, béyuk
ekoloji ve basga gazalarin, habels global igtisadi muhitde bas veran hadisalarin tesiri
naticesinds iqtisadi seraitin shamiyyatli sakilde deyismasi ile alagadar butiin ve ya bir
gism sahibkarliq subyektlarine minasibatde misyyan dovr arzindas vergilarin

hesablanmasi va édanilmasinin mivaqqgati gaydasi nazards tutulur.

Umumi olaraq, deyisiklikler paketini dérd istiqgamat {izre bdlmak olar:

1. Koronavirusun manfi tasir etdiyi iqtisadiyyat fealiyyati sahelari Uzra vergi guzastleri;
2. Batun mikro sahibkarliq subyektlari Gzra vergi glzastleri;

3. Butln sahibkarlar Ggln vergi glizastlari;
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4. Sosial sigorta lizre glizestler.

1. Koronavirusun manfi tasir etdiyi iqtisadi fealiyyet sahaelari lizra vergi

guzastlari

Pandemiyadan an ¢ox zarar gekmis sahalera asagidakilar aid edilir:

— Mehmanxana (otel) va bu tipli obyektlorin faaliyyati;

— Tur-operator ve tur-agent foaliyyati;

— lctimai iase fealiyyati;

— Avtomobil nagliyyati vasiteleri ile 6lka-daxili (seharler arasi va rayonlar arasi,
sohardaxili ve rayondaxili) sernisin dagimalari (o ciimladen taksi ile) fealiyyati;

— Sifarigler Uizra mallarin, o cimladan yemaklarin, arzaq ve geyri-arzaq mallarinin
alicilara dasinmasi va (va ya) gatdirilma faaliyyati;

— Sargilarin tagkili, sehna, istirahat ve aylance (oyun), kinoteatr, teatr, muzey va
konsert zallarinin faaliyyati;

— Idman-saglamliq obyektlerinin foaliyyati

— Haazirliq (tedris) va ixtisasartirma kurslarinin, maktabdenkanar tahsil
miessisalari, psixoloji markazlerin fealiyyati;

— Koronavirus pandemiyasinin yayilmasi ila bagli shalinin saglamhgi va
tehlikasizliyinin tamin edilmasi ile maqgsadils faaliyysti Nazirlor Kabineti

torafindan tam va ya gismen mahdudlasdiriimis digar faaliyyat sahalari.

Qeyd edilon sahibkarlara 1 yanvar 2020-ci ilden etibaran 1 il middastine agagidaki
glzastlerin verilmasi nazards tutulur:

Vergi névi Nazarda tutulan glizastlar
Manfsat (galir) — Oldo edilon manfaatin (galirin) 75 faizinin vergiden
vergisi azad edilmasi;

— 1 il middatina cari vergi 6demalarindan va cari vergi
6damealari ile bagh arayislarin verilmasinden azad
edilmasi;

— 2019-cu il G¢lin son verginin ddanilmasi muddatinin 1
sentyabr 2020-ci il tarixinadak uzadilmasi;

— mikro sahibkarliq subyekti olmayan vergi 6dayicilerinin
avvalki il zre hesablanmis manfaat (galir) vergilerinin
O6danilmasi muddatinin cari ilin 1 sentyabr tarixinadak

uzadilmasi.
Sadoalasgdirilmis Sadslasdirilmis vergi mablagi Gzra 50 faiz glizest verilmasi
vergi nazarda tutulur
Foaaliyyat sahasi Ovvalki Yeni

ictimai iase sektoru 8% 4%




Sarnisindagima (taksi istisna) - har 1,8 AZN 0.9 AZN

oturacaga gora®

Sarnigindagima (taksi) - har 9 AZN 4,5 AZN

naqliyyat vasitesi Giglin*

abVv

9DV qeydiyyatinda olan ictimai iage faaliyyati ilo
masgul olan saxslar tarafinden 2020-ci il Gzra
sadalesdirimis vergi metodunu se¢cmak hiququnun 20
aprel tarixinden 1 sentyabr tarixinadek uzadilmasi.

Ictimai iasae fealiyyati ile masgul olan saxslar
tarefinden alinmis arzaq ve hazirlanmis qida
mahsullarinin xarab olmasi 2021-ci il yanvarin 1-dek
bu Macallanin 159.5-ci maddasinin magsadlari tiguin
vergi tutulan amsaliyyat sayilimir.

Omlak vergisi

o©mlak vergisini 6demeakdan 1 il middatins azad
edilms;

1 il middatine cari vergi ddemalarindan va cari vergi
o6damalari ile bagh arayislarin verilmasinden azad
edilmasi;

mikro sahibkarliq subyekti olmayan vergi 6dayicilarinin
awvalki il zre hesablanmis amlak vergilarinin
6danilmasi middatinin cari ilin 1 sentyabr tarixinadak
uzadilmasi.

hava naqliyyati dasiyicilarinin sarnisindasima
fealiyyatinds istifade etdiyi hava gamilari amlak
vergisindan azad edilir.

Torpag vergisi

Torpaq vergisini ddemakdan 1 il muddstina azad
edilma.

Odema
manbayinda
tutulan vergilar

Fiziki sexslarden dasinmaz smlakin icaresi lizre
6dama manbayindas tutulan verginin deracasinin 14
faizdan 7 faize endirilmasi.

Corimaler

Odenilmamis vergi, macburi dovlst sosial sijortasi ve
issizlikden sigorta haglarina gére faizlarin
hesablanmasi 2020-ci ilin 1 aprel tarixinden 2021-ci
ilin 1 yanvar tarixinadak texira salinmasi.

2. Biitiin mikro sahibkarliqg subyektlari Uizra vergi gizastlari

Yuxarida geyd edilan sahibkarliq sahalarins aid edilib-edilmamayindan asili olmayaraq,
bitin mikro sahibkarliq subyektlerine agagidaki glizestler nezardas tutulur:

Vergi névi

Guizastloar

Manfaat (galir) vergisi

Hesabatlarin verilmasi ve hesablanmig verginin
bldcays 6danilmasina cari ilin sentyabr ayinin 1-
dak vergi tatilinin verilmasi

3 Fealiyyst arazisinden asili olaraq amsallar tatbiq edilir.
“ Feaaliyyst srazisinden asili olaraq emsallar tetbiq edilir.




Sadslagdirilmis vergi — Sadslesdirilmis vergi {izre 50 faiz
guzastin verilmasi (verginin daracasi 2
faizden 1 faize);

— 2020-ci ilin birinci va ikinci rubi Uzra
sadeloesdirilmis vergi hesabatinin vo
hesablanmis verginin bidcays
ddenilmasina cari ilin sentyabr ayinin 1-
dak vergi tatilinin verilmasi;

— Naazirler Kabinetinin garari ile mivafiq
fealiyyat ndvlarinin tam va ya gisman
mahdudlasdirildigi muddat sabit gabz
almagla fardi qaydada masgul olan vergi
Odayicileri tarafindan alds etdiklori
gabzlarin glivvads-olma muddastina daxil
edilmamasi va 6deanilmis vergilarin
novbati dovrlerin 6demalerine aid
edilmasi.

Omlak vergisi Hesabatlarin verilmasi ve hesablanmig verginin
blidcays 6danilmasina cari ilin sentyabr ayinin 1-
dak vergi tatilinin verilmasi.

Xatirladiriq ki, mikro sahibkar dedikds, isgilarinin sayi 1-10, illik galiri iss AZN 200,000-
dak olan sexslar hesab edilir.

3. Butin sahibkarlar tizra vergi qlizastlari

Qeyd olunanlarla yanasl, dayisiklikler paketinda butlin vergi 6dayicilarini shate edacak
bir sira glizastlari verilmasi nazeards tutulur. Bu giizestler asagidakilardir:

— Asagidaki amtealerin middatli olaraq ©DV-dan azad olunmasi nazardas tutulur:
- Muiveqgsti vergi rejimi middeatinda shalinin saglamhginin ve zaruri
arzaq mahsullari ile ehtiyaclarinin temin edilmasi maqgsadila siyahisi
muvafiq icra hakimiyyati orqganinin miayyen etdiyi organ (qurum)
torafindan tasdiq edilan mahsul (mal) névlarinin idxali ©DV-dan azad
edilir.

— Epidemiyanin qarsisinin alinmasi va shalinin hayat ve saglamliginin gorunmasi
magqsadile vergi ddayicisi tarefinden hayata kegirilan zaruri profilaktik, o
cumladan dezinfeksiya tadbirlerina gora ¢akilmis xarclerin mahdudiyyst nazara
alinmadan galirden gixiimasi.

4. Sosial sigorta lizra glizastler

Qeyd etdiyimiz kimi, dayisiklikler paketi takca vergi glizastleri yox, eyni zamanda
sahibkarliq subyektlarinin sosial yikinin azaldilmasini nezards tutur. Bununla bagl
olaraq, “Sosial sigorta hagqinda” Qanuna asagidaki dayisiklikler edilir:




Foaaliyyat sahasi Sosial sigorta glizastlori

Muzdlu ige aid olmayan — Regional lizre smsallar nazars alinmagla, 1 aprel
foealiyyatden galir alde edan 2020-ci il tarixden 1 yanvar 2021-ci il tarixadek
sigortaolunanlar sahibkarliq fealiyyati tizre macburi dévlet sosial

sigorta 6danislarinin:
- tikinti ve ticarat sahalerinds - 25 faizse endiliimaesi;
- diger sahalards - 15 faize endiriimasi.

S.abit gabz ve ferqlenme? — sosial siforta haqqinin regionlar tizra
nisani alde etmakls foaliyyst diferensial gaydada minimum ayliq
gostaran gaxslar amakhaqqinin miayyan misli mablaginda

hesablanmasi;

— macburi dovlet sosial sigorta haqqi 6édanislarini
de sabit gabz almagla hayata kegirmasi.

Kand tesarriifatinda galigsanlar | Kend tasarrifatina yararli torpaqglari istifade eden
fiziki saxslerin aila tzvlerinin har biri Gg¢lin macburi
dovlet sosial sigorta haqqi, torpagin sahasindan
asili olarag, minimum aylig emekhaqqinin
asagidaki deracelerde hesablanmasi nazarde
tutulur:

— 5 hektaradek olduqda - 2 faiz miqdarinda;
— 5 hektardan 10 hektaradak - 6 faiz migdarinda;
— 10 hektardan yuxari - 10 faiz migdarinda.

Vakillar, serbast miihasib va Sosial sigorta yukinin alds etdikleri galirloerden
auditorlar xarclar ¢ixilmagla 10 faizi migdarinda miayyan
edilmasi nazardas tutulur.
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