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Amendments to the Tax Code of Azerbaijan

On 30 December, 2021 the Law on Amendments to the Tax Code of Azerbaijan was
signed by the President of the Republic of Azerbaijan. In accordance with the Law,
numerous significant amendments were introduced. The below is the summary of the
most important amendments to the Tax Code that are enacted and in force as of
January 1, 2022.

¢ Permanent Establishment (“PE”) Concept — It is planned that for PE evaluation
of general contractor activities of related party subcontractors lasting for more than 30
days will also be taken into consideration as part of activities of general subcontractor.
In addition, market research activities contributing to sale of products in Azerbaijan are
to be qualified as activities leading to PE risk.

o Offshore Tax - Offshore tax to be regulated under a separate Article. Certain
payments, such as salaries, pensions, dividends, payments for personal consumption
goods, securities, interest on deposits in Azerbaijan financial institutions, overseas
state duties should be exempt from the tax.
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e Market Price — 30% price deviation within 30-days trigger for application of market
price has been reduced to 10% for wholesale and to 20% for production and construction
sectors.

o Transfer pricing — Regardless on whether it is related parties the scope of Transfer
Pricing to be extended to cover (i) transactions with goods/commodities traded in
international stock-exchanges; or (ii) transactions with a single non-resident would
exceeding value of 30 min. AZN; (iii) transactions with a single non-resident exceeding
30% of total income/expenses of a resident.

e Controlled Foreign Company (CFC) Concept - CFC concept has been separately
introduced. CFC is defined as a non-resident person, whereas Azeri tax resident directly
or indirectly possesses more than 50 percent of voting rights, or owns more than 50
percent of the charter capital, or has a right to more than 50 percent of the profit of a
controlled foreign entity. Income of CFC established in a jurisdiction with a preferential
tax regime will be attributed to and taxed in Azerbaijan.

o Extension of audit periods and scope - Desk audit period for profit and income tax
returns to be extended from 30 to 90 days. In certain cases, the tax authorities may have
a right to launch a non-scheduled on-site audit for previously audited periods regardless
of the statute of limitation.

o New reporting requirements - New reporting requirements along with respective
penalties and sanctions to be imposed for certain groups of taxpayers. This will include
but will not be limited to regular reporting of standard norms of production costs, upfront
reporting of information on goods to be imported (place of storage, etc.), waybill
production and reporting.

o Profit Tax — Number of changes, including the following were introduced with
respect to Profit Tax calculations:

— Tax deductible norms of production and natural losses is to be regulated by
respective executive authorities.

— Only 50% of non-supported accommodation costs within the territory of the
Azerbaijan Republic will be accepted as tax deductible;

— Amount of the loan principle and interest on loans received by martyrs and
wounded persons, forgiven by financial institutions would not be treated as
taxable income. Nevertheless, bank provisions pertaining to these loans will be
tax deductible.

— Only micro-entrepreneurial persons will be allowed to use cash method for
Profit Tax calculation purposes.

— Tax deductible norm of high technology IT equipment is firmly established
at 5%;




e Value Added Tax — VAT exemption is to be granted on number of transactions,
including VAT exemption on import and sale of hybrid and/or fully electric cars meeting
certain criteria up to 2025. Recovery of input VAT on production and manufacturing costs
is be proportional to production and manufacturing cost norms to be established by the
law.

e Property Tax — Property Tax is to be applied on transportation means of
enterprises and entrepreneurs.

o Excise Tax — Excise tax has been increased on number of goods, e.g., big engine
cars, alcohol, etc. In addition, certain new regulations with respect to excisable turnover
are to be introduced.

Our assistance

Should you need more detailed information on the Law in general or on any particular

provision of the Law, our professionals would be happy to assist with your queries.
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Azarbaycan Respublikasinin Vergi Macallasina
doayisikliklor

30 dekabr 2021-ci il tarixinde Azerbaycan Respublikasinin Vergi Macallesinda
dayisikliklar edilmasi haqqinda Qanun Azarbaycan Respublikasinin Prezidenti
terefinden imzalanmisdir. Qanuna asasan, bir sira mihidm dayisikliklar tatbiqg
edilmisdir. Vergi Macallasina 1 yanvar 2022-ci il tarixindan etibaren qlvvaya minan

an muhium dayisikliklarin xUlasasi asagida diqgatiniza taqdim olunur.

e Daimi nimayandalik (“DN”) konsepsiyasi — Bas podratcinin faaliyyatinin
Azarbaycan Respublikasinda DN yaradib-yaratmamasinin giymetlandirmasi
Uglin, onunla slagali teraf olan subpodratgilarin 30 gliinden artig davam edan
foaliyyatlori de bas podratginin faaliyystine alave edilmalidir. Bununla yanasi,
Azearbaycanda mahsullarin satisina xidmat edan bazar aragdirmasi fealiyyatlori
DN yaranmasina sabab olan fealiyyatlar kimi nezars alinir.

e Ofsor vergisi - Ofsor vergi yeni dayisiklikloare asasan Vergi Macallasinin ayrica
Maddassi ile tanzimlenir. ®mak haglari, pensiyalar, dividendler kimi miayyan
Odaniglar, sexsi istehlak mallari tzre 6danisler, giymatli kagizlarin alinmasi ile
bagh o&denigler, Azsarbaycan Respublikasinin maliyye institutlarinda
yerlosdiriimis depozitler lzre faizler, xarici dovlstlerin tetbiq etdikleri dévlet
risumlari izre 6denisler bu vergiden azad edilir.
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Bazar giymati - Bazar giymsatinin tatbigi tU¢iin nazerds tutulan, giymatin 30
glnlik middet ¢argivesinde 30 faizdan ¢ox ferglanmasi meyari topdansatis
ticarat foaliyyati sahasinde 10 faize, tikinti va istehsal faaliyyeti sahasinds isa 20
faiza endirilmisdir.

Transfer giymatlerinin miayyan edilmasi - Olagasli terof olub-olmamasindan
asili olmayaraq, transfer giymatlerinin miayyan edilmasi (i) beynalxalq fond
birjalarinda ticaret edilon mallar/fomtaslar amaliyyatlara; va ya (ii) bir qeyri-
rezidentls dayari 30 milyon AZN-dan yuxari olan amaliyyatlara; (iii) bir qeyri-
rezidentls dayeri rezidentin cemi galirinin/xarclerinin 30%-den artiq olan
amaliyyatlar tetbiq edils bilar.

Nazarat olunan xarici miiassise (NXM) konsepsiyasi — NXM konsepsiyasi
ayrica teqdim edilir. NXM geyri-rezident musassisadir va Azarbaycanin vergi
rezidenti birbasa ve ya dolayisile nazarat olunan xarici miassisada 50 faizdan
¢ox sasverma hliququna ve ya onun nizamnamsa kapitalinin 50 faizinden ¢oxuna
ve ya hamin xarici miassisanin manfastinin 50 faizinden ¢ox hissasini alde
etmak hlququna sahibdirse guizestli vergi tutulan yurisdiksiyada geydiyyatdan
kecon NXM-in manfasati Azarbaycanda vergiys calb olunur.

Yoxlamanin miiddati va ahata dairasinin artiriimasi — Manfaat va galir vergisi
bayannamalarine miinasibatda kameral vergi yoxlamasinin middati 30 glindan
90 glna gader artirilmisdir. MlUayyan hallarda vergi organlari avvalki vergi
yoxlamasi ils yoxlanilan dévrler Uzre névbadankanar vergi yoxlamasi kegiro
bilerlar.

Yeni hesabatliliq talablari — Mlayyan vergi 6dayicileri kateqoriyalari Ggun yeni
hesabatliliq telebleri, elece de mivafiq cerime ve sanksiyalar tatbiq edilir. Bu
tolobler istehsal xarclorinin standart normalari Uzra muntezem hesabatin
verilmasi, idxal edilecok mallar barede malumatin avvalcedan verilmasi
(saxlanma yeri va s.), yol varaqinin tartib edilmasi ve onunla bagl hesabatin
verilmasini shata edir, lakin bunlarla mahdudlagmir.

Manfaat vergisi — Manfasat vergisinin hesablanmasi ile bagli bir sira dayisikliklar,
o cumladan asagidaki deayisiklikler tatbiq edilmisdir:

— lstehsal ve tobii itkilerin vergitutma megsadleri liciin gelirden gixilan
normalari muvafiq icra hakimiyyati terafinden tanzimlenir;

— Azerbaycan Respublikasinin arazisinde miuivafiq tesdigedici senadleri
olmayan ezamiyya xarclarinin 50 faizi galirden ¢ixilir;

— Sahid ailesi statusu almis ve alilliyi miiayyan edilmis saxslarin maliyya
institutlari terafindan silinmis kredit mablegi ve ona hesablanmis faiz
vergi tutulan gslirlare aid edilmir. Buna baxmayaraq, bu kreditlarle bagl
bankin yaratdigi ehtiyatlar galirdan ¢ixilan xarclare aid edilir.

— Yalniz mikro sahibkarliq subyektlari manfeat vergisinin hesablanmasi
magsadlari Uglin kassa metodundan istifade eda bilarlar.




— Yiiksek texnologiyall IT avadanliglari (izre gslirden gixilan norma 5%
muayyen edilir.

Olava dayar vergisi — bir sira amaliyyatlar, o cimleden miayyan meyarlara
cavab veran hibrid va/yaxud elektrik miiharriki ilo islayan avtomobillarin idxali ve
satig1 2025-ci iledek ©DV-den azad edilir. istehsal xarcleri (izre denilmis &DV-
nin avazlagdiriimasi ganunla muayyen edilmis istehsal xercloeri normalarina
proporsional olmalidir.

Omlak vergisi — Maiessisanin ve fordi sahibkarin avtonaqliyyat vasitalerine

amlak vergisi totbiq edilir.

Aksiz vergisi — Bir sira mallar, mas. bdyuk muharrikli avtomobillar, spirtli ickilar
va s. Uzra aksiz vergisi artirlmisdir. Hoamginin, aksiz hesablanan ddvriyys ila
bagh bazi yeni qaydalar misyyan edilir.

Bizim dastayimiz

Umumilikde Qanun va ya onu har hansi miiddeasi ile bagh daha strafli mslumat

Uglin bizim mitexassislerimize miracist eds bilersiniz.
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