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

Tax and Legal Services

1. Criminal Code of the Republic of Azerbaijan was amended

Document: Law of the Republic of Azerbaijan on “Making amendments to the Criminal
Code of the Republic of Azerbaijan”

Date of signing: 25 April 2017

Commentary: According to the Law, provisions on violation of procedures for concluding
transactions with related parties of legal entities, or failure to provide information regarding
such transactions as stipulated by law are included in the list of crimes in the field of
economic activity, and if these deeds are committed by causing damage in the significant
size or by gaining revenue, they will be brought to criminal responsibility and punished.

Law is effective from 23 May 2017.

2. Code of Administrative Offences of the Republic of Azerbaijan was
amended

Document: Law of the Republic of Azerbaijan on “Making amendments to the Code of
Administrative Offences of the Republic of Azerbaijan”

Date of signing: 7 April 2017
Commentary: Pursuant to this Law, officials shall be fined for:
¢ Violation of application terms of procurement method

e Excluding the bid proposal by procurement agency without cause or announcing the
bid proposal as winner by violating bid requirements
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e Violating requirements for specialization of suppliers (contractors)
¢ Violating the rules on organization of procurement and bid procedures

Law is effective from 21 May 2017.

3. Civil Code of the Republic of Azerbaijan was amended

Document: Law of the Republic of Azerbaijan on “Making amendments to the Civil Code
of the Republic of Azerbaijan”

Date of signing: 25 April 2017

Commentary: The most important amendments are as follows:

e The Chairman of the Board of Directors (Supervisory Board) in limited liability
company shall call and chair board meetings at least once in three months

e The Board of Directors of LLCs and JSCs with more than 50 participants and
shareholders shall establish Audit Committee, and organize the audit control

e Subsidiaries and associates cannot purchase the shares (participatory interests) of
their parent companies

e Shareholders with simple (ordinary) or other voting shares in increase of share capital
shall have a preferential right to purchase additional shares issued by the company in
the manner prescribed by the charter. The person who wants to purchase fifty percent
or more shares in the company shall present official proposal to the shareholders

Law is effective from 21 May 2017.

4. Criminal Code of the Republic of Azerbaijan was amended

Document: Law of the Republic of Azerbaijan on “Making amendments to the Criminal
Code of the Republic of Azerbaijan”

Date of signing: 7 April 2017

Commentary: According to the amendments, the following actions lead to criminal
responsibility:

e Spending state funds under the contracts concluded without organizing procurement
procedures by procurement agency, procuring goods (works and services) through
illegal use of other procurement methods rather than open tender method

e Allocating the procurement of goods (works and services) to separate agreements at
the expense of funds stipulated in relevant cost item during a budget year for the
purpose of eliminating amount limit to use any other procurement methods

e Allowing the participation of suppliers (contractors) with legal, financial or
organizational dependence in procurement procedures conducted by such
organization, and if these actions cause significant and great amount of damage
(significant amount — 50.000- 250.000 AZN, great amount — more than 250.000 AZN).

Law is effective from 21 May 2017.




5. Law on State Registration and State Registry of Legal Entities was
amended

Document: Law of the Republic of Azerbaijan on “Making amendments to the Law on
State Registration and State Registry of Legal Entities”

Date of signing: 14 April 2017

Commentary: Pursuant to the Law, the following information on commercial entities and
public entities is directly obtained and registered by relevant executive authority no later
than 40 days from the changes in constituent documents without the requirement to file an
application to the relevant executive authority of the Republic of Azerbaijan: changes to the
constituent documents and registered facts as per the acts of the relevant executive
authority, as well as changes to the identity card information of registered persons are
directly obtained and registered by relevant executive authority.

Law is effective from 23 May 2017.

6. Law on currency regulation was amended

Document: Law of the Republic of Azerbaijan on “Making amendments to the Law on
currency regulation of the Republic of Azerbaijan”

Date of signing: 25 April 2017
Commentary: The most important amendments are as follows:

e Currency exchange concept shall include the concepts of purchase, sale and change
of currency, and branches of legal entities and individuals and non-residents

e The currency exchange shall be conducted only in cash and at the request of the
clients by persons possessing license on the currency exchange activity

¢ In order to ensure financial stability, the Central Bank of the Republic of Azerbaijan
may intervene the currency market by buying and selling foreign currency, set limits
for deviation between selling and purchase exchange rate in purchase and sale
transactions of foreign currency during currency exchange and (or) determine
requirements for upper limit of such transactions.

Issuing license

¢ Any person wishing to conduct currency exchange activity (hereinafter — applicant)
shall file an application to financial markets supervisory body to obtain a license.
Financial markets supervisory body makes decision regarding the issuance of license
within 20 working days and sends the decision to the applicant, who should pay state
duty within five working days.

e Any person wishing to obtain license for currency exchange activity has to place
guarantee funds to the special account in authorized banks in the amount determined
by relevant executive authority (for Baku — 50 000 AZN and 50 000 USD, for Sumgayit
and Gandja — 25 000 AZN and 25 000 USD, for other cities and regions, as well as for




Nakchivan Autonomous Republic — 10 000 AZN and 10 000 USD). If this activity is
conducted at two or more places, requirements for guarantee funds shall be defined
as fifty percent of the amount determined for each second and next place.

e Financial markets supervisory body shall control the currency exchange activity.

Law is effective from 25 May 2017.

7. Law on insolvency and bankruptcy was amended

Document: Law of the Republic of Azerbaijan on “Making amendments to the Law on
insolvency and bankruptcy of the Republic of Azerbaijan”

Date of signing: 25 April 2017

Commentary: According to the amendment, unless otherwise stipulated by law, fixed
assets of debtor shall be sold via open auction in accordance with sales plan developed
by property administrator and approved at the meeting of creditors.

Payments such as alimony payments, copyright agreement fees and payments to
municipal budgets are included in payment procedure.

In addition, property administrator may apply to the court on restricting the debtor’s right
over its property, in case underestimated transactions are concluded which caused
insolvency of debtor.

Law is effective from 21 May 2017.

8. Law of the Republic of Azerbaijan on “Regulation of inspections
conducted in enterpreneural field and protection of enterpreneurs interests
was amended

”

Document: Law of the Republic of Azerbaijan on “Regulation of inspections conducted in
enterpreneural field and protection of enterpreneurs interests”

Date of signing: 18 May 2017
Commentary: According to amendments implemented by this Law, inspections
conducted within court proceedings and prosecution are not included into the scope of this

Law.

Law is effective from 25 May 2017.

9. Decree of President of Azerbaijan Republic on “Improving operation of
Ministry of Finance of the Republic of Azerbaijan” was amended

Document: Decree of the President of the Republic of Azerbaijan on making amendments
to Decree #48 of the President of the Republic of Azerbaijan dated 9 February 2009 “On
improving operation of Ministry of Finance of the Republic of Azerbaijan’.




Date of signing: 8 May 2017

Commentary: According to amendments implemented by this Decree, Agency of Ministry
of Finance of the Republic of Azerbaijan on Management of State Debt analyses the
appeals on intention of debt borrowing of legal entities belonging to the state and provides
with recommendations on upper limit of these borrowings, as well as on consent or
rejection on internal and external debt borrowings of legal entities belonging to state.

Decree is effective from 25 May 2017.

Draft Laws

Labor Code of the Republic of Azerbaijan will be amended

Document: Draft Law of the Republic of Azerbaijan on making amendments to the Labor
Code of the Republic of Azerbaijan

Date of signing: 31 May 2017

Commentary: According to the Draft Law, fixed-term employment agreements are
concluded for the period agreed by the parties.

If the employer terminates employment agreement due to staff reduction, the employer,
depending on employment record determined by employment agreement concluded with
such employee, may terminate the employment agreement by:

¢ Notifying the employee at least two calendar weeks in advance, or instead, paying
lump sum of 0.5 times of salary with the consent of employee — if the employee has
employment record of up to a year,

¢ Notifying the employee at least four calendar weeks in advance, or instead, paying
lump sum of 0.9 times of salary with the consent of employee — if the employee has
employment record of one to five years;

¢ Notifying the employee at least six calendar weeks in advance, or instead, paying
lump sum of 1.4 times of salary with the consent of employee — if the employee has
employment record of five to ten years;

¢ Notifying the employee at least nine calendar weeks in advance, or instead, paying
lump sum of 2 times of salary with the consent of employee — if the employee has
employment record of more than ten years;

If the employer terminates employment agreement due to liquidation of company or staff
reduction, the employer, depending on employment record determined by employment
agreement concluded with such employee, shall pay severance allowance to the
employee:

¢ In the amount of average month salary - if the employee has employment record of up
to a year;

e Atleast 1.4 times of average month salary - if the employee has employment record
of one to five years;




e Atleast 1.7 times of average month salary - if the employee has employment record
of five to ten years;

e Atleast 2 times of average month salary - if the employee has employment record of
more than ten years;

If the employment agreement is terminated due to change in working conditions, the
employer may terminate the employment agreement by paying a lump sum of at least
average monthly salary instead of notification period.
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Biznes faaliyyatinize ahamiyyatli derecads tasir gdstera bilocek Azarbaycan
ganunvericiliyina edilen son dayisikliklarin icmalini Sizin diggastiniza ¢atdiririqg.

Vergi ve Huquq Xidmatlori

1. Azearbaycan Respublikasinin Cinayat Macallasina dayisikliklar edildi

Sanad: “Azarbaycan Respublikasinin Cinayat Macallesinds dayisikliklor edilmasi
haqqinda” Azarbaycan Respublikasi Qanunu

imzalandig tarix: 25 aprel 2017-ci il

Sarh: Bu Qanuna ssasan iqgtisadi fealiyyat sahasinda olan cinayatler sirasina, hiquqi
soxslora aidiyyati olan saxslarle aqdlerin baglanmasi gaydalarinin pozulmasi, yaxud bels
aqdlarle slagadar ganunla miayyan edilmis qaydada malumatlarin taqdim edilmamasi
muddaalar slave olunmusdur ve bu amallerin xeyli ve ya kiilli migdarda ziyan vurmagla ve ya
galir alds etmakle toradildikda, miivafiq gaydada cinayat masuliyyatinae celb olunacaglar.

Qanun 23 may 2017-ci il tarixinden etibaran qlvveys minib.

2. Azerbaycan Respublikasinin inzibati Xatalar Macallasina dayisikler
edildi

Senad: “Azarbaycan Respublikasinin Inzibati Mecellasinde dayisiklikler edilmasi
haqqinda” Azarbaycan Respublikasi Qanunu

imzalandig tarix: 7 aprel 2017-ci il
Sorh: Bu Qanunla edilmis dayisikliklare asasen vazifsli sexsler:

¢ Satinalma metodlarinin tatbiqi sertlerinin pozulmasi
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e Osaslar olmadan satinalan teskilat terafinden tender taklifinin kenarlasdiriimasina ve
ya telablarinin pozulmasi ile tender taklifinin galib elan edilmasi

e Malgdnderanlarin (podratgilarin) ixtisasi ile bagh misyyan edilmig taleblerin
pozulmasi

e Satinalmalarin tasgkili ve tender prosedurlari ile bagh qaydalarin pozulmasi

harakatlera géra muvafiq inzibati masuliyyats calb olunacaqglar.

Qanun 21 may 2017-ci il tarixinden etibaran qlivveys minir.

3. Azarbaycan Respublikasinin Miilki Macallasina dayisiklar edildi

Seanad: “Azarbaycan Respublikasinin Miilki Macasllasinde dayisikliklor edilmasi haqqinda”
Azarbaycan Respublikasinin Qanunu

imzalandig tarix: 25 aprel 2017- ci il

Serh: Bu Qanunla edilan goxsayli dayisikliklarin an mihumlari agagidakilardi:

e  Mahdud masuliyystli cemiyyatin direktorlar surasinin (misahids surasinin) sadri onun
iclaslarini G¢ ayda bir defaden az olmayaraq ¢agirir ve iclaslara sadrlik edir.

e Igtirakgilarin ve seshmdarlarin sayi alliden ¢ox olan mahdud masuliyyatli ve sshmdar
comiyyatlarde audit komitasi yaradilmasi, hayata kegirilmasi va auditor nazaratinin
toskili Gglin direktorlar surasi(misahida surasi) terafindan audit komitasi yaradilmalidir

e Torama va asili cemiyyatler asas cemiyyastin seshmlerini(paylarini) almaga hiquglari
yoxdur

e Sahmdar cemiyyatinin nizamnama kapitalinin artiriimasinda sadas (adi) ve ya digar
sosli sehmlera sahib olan sshmdarlarin cemiyyat terafindan slave buraxilan seshmleri
comiyyatin nizamnamasinda muayyan edilmis gaydada satin almaqgda ustunlik
hiququ vardir. Cemiyyatin sehminin alli faiz ve daha ¢ox hissasini almagq istayan saxs
sehmdarlara resmi qaydada muvafiq taklif teqdim edir

Qanun 21 may 2017-ci il tarixinden etibaran qlivveys minir.

4. Azarbaycan Respublikasinin Cinayat Macallasina dayisiklor edildi

Sanad: “Azerbaycan Respublikasi Cinayst Macaellesine dayisiklikler edilmssi haqqinda”
Azarbaycan Respublikasinin Qanunu

imzalandig tarix: 7 aprel 2017 —ci il

Sarh: Dayisikliklars asasan, Satinalan taskilat asagidaki harakatlerle gore cinayst
masuliyyatina calb olunacaq:

® dovlet vasaitlarini xerclema va ya mallarin (islerin) satin alinmasini agiq tender Gsulu
ile hayata kecirilmali oldugu halda, diger satinalma metodlarindan ganunsuz istifade
etma

® har hansi digar satinalma metodlarindan istifade etmak tgiin mablaeg mahdudiyyatini
aradan qaldirmaq maqsadi ile bir bidcas ili erzinde muvafig xerc maddasinde nazarde




tutulmus vesait hesabina mallarin (islerin va xidmatlerin) satin alinmasini ayri-ayri
mugavilslera bdlma

® hiqugi, maliyya ve ya taskilati asihligi olan malgéndaranlarin (podratgilarin) hamin
taskilat tersfindan kegiriloan satinalma prosedurlarinda istirakina yol verma va bu
amallar xeyli va kulli (xeyli migdar — 50.000 — 250.000 AZN, kdilli migdar — 250.000
AZN va daha yuxari muayyan edilir) miqdarda ziyan vurdugda

Qanun 21 may 2017 — ci il tarixindan etibaran quvvaya minir.

5. Hiiquqi saxslarin dovlat geydiyyati ve dovlet reyestri qanununa dayisiklar
edildi

Senad: “Hiiquqi sexslerin dévlat qgeydiyyati ve déviet reyestri haqqinda” Azarbaycan
Respublikasinin Qanununda dayisiklikler edilmasi barede Azarbaycan Respublikasinin
Qanunu.

imzalandig tarix: 14 aprel 2017 —ci il

Serh: Hazirki Qanuna asasan tasis senadlarinds edilmis dayisikliklerin bas verdiyi andan
40 gundan gec olmayaraq Azarbaycan Respublikasinin mivafiq icra hakimiyyati orqganina
ariza ile muracist edilmasi teloab olunmadan kommersiya qurumlari va publik hliquqi sexsler
muvafiq icra hakimiyyati organinin aktlari ile tesis senadlerinds ve qeyde alinmis faktlarda
edilmis dayisiklikleri ve qeyds alinmis faktlarda sexslerin sexsiyystini tasdiq edan
sonadlerdeki melumatlarda dayisikliyi birbasa mivafiq icra hakimiyyati orqani terafinden
alds edilerak geydiyyata alinir.

Qanun 23 may 2017 — ci il tarixindan etibaran quvvaya minir.

6. Valyuta tenzimi haqqinda qanununa dayisiklar edildi

Senad: “Valyuta tenzimi haqqinda” Azarbaycan Respublikasinin Qanununda dayisikliklar
edilmasi barada Azarbaycan Respublikasinin Qanunu

imzalandig: tarix: 25 aprel 2017 —ci il
Serh: Bu Qanunla edilan goxsayli dayisikliklarin an mihumlari agagdidakilardir:

¢ Valyuta mubadilasi anlayisina valyutanin alinmasi, satiimasi ve dayisdiriimasi
anlayislari ve bu faaliyystls lisenziya almis rezident hiiqugi va fiziki sexsler ve qeyri-
rezident hiiqugi sexslarin filiallari anlayislari slave edilmisdir

e Xarici valyutanin alqi-satqisi valyuta mibadilasi faaliyyastine lisenziya almis soxslar
terafindan yalniz nagd qaydada ve misterilerin sifarisi ile hayata kegirilir

Lisenziyanin verilmasi
¢ Valyuta mibadilasi fealiyyatini hayata kegirmak isteyan saxs (bundan sonra — arizagi)

lisenziyanin alinmasi tiglin maliyye bazarlarina nazarst orqanina arizs ile miracist
edir. Orize geydiyyata alindigi tarixdan 20 is gliniinden gec olmayarag, maliyys




bazarlarina nazarst organi lisenziyanin verilib veriimamasini haqqinda qearar gabul
edir

¢ Valyuta mubadilasi fealiyyatine lisenziya almagq istayan saxs mivakkil bankda xususi
hesaba muvafiq icra hakimiyyati organi tarefinden misyyen olunmus mablagda girov
vasaiti yerlasdirmalidir (Baki saharinde 50 000 AZN ve 50 000 ABS dollari; Abseron
rayonunda, Sumgayit ve Ganca saharlerinda 25 000 AZN va 25 000 ABS dollari,
diger sehar va rayonlarda, habela Naxgivan Muxtar Respublikasinda 10 000 AZN va
10 000 ABS dollari), bu fealiyyat iki ve artiq obyektda hayata kegirildikda girov
mablagina dair telablar har ikinci ve ndvbati obyekt Gglin miayyan edilmis mablagin
alli faizi hacminda miayyen edilir

e Valyuta mibadilasi faaliyystinin hayata kegiriimasina nazarati maliyys bazarlarina
nazarat organi tarsfinden hayata kegirilir

Qanun 25 may 2017 — ci il tarixindan etibaran quivvaya minir.

7. Miflisloagsmea va iflas haqqinda ganuna dayisikliklar edildi

Sanad: “Miiflislesme vs iflas haqqinda” Azarbaycan Respublikasinin Qanununda
dayisiklikler edilmasi hagqinda Azarbaycan Respublikasinin Qanunu

imzalandig tarix: 25 aprel 2017 —ci il

Serh: Bu Qanunla edilan dayisikliye asasan, borclunun asas vasaitleri ganunvericilikda
muayyan edilmis diger sartler istisna olaraq agiq harrac yolu ile amlak inzibatgisi
terafindan hazirlanan ve kreditorlarin yigincaginda tasdiq edilan satis planina uygun
olaraq satilir.

Hamginin, alimentlarin tutulmasi, muallif migavilasi Gzra haglarin 6denilmasi ve
baladiyyslarin budcalerina ddanisler kimi 6daniglar, 6danigler ndvbaliyine slave
olunmusdur.

Olava olaraq, amlak inzibatgisi borclunun 6z emlak lGzarinda hiiquglarinin har hansi
sokilda verilmasinin mahdudlasdiriimasi barade ganunvericilikde musyyan edilmis
gaydada mahkamaya borclunun 6dama gabiliyyatsizliyina sebab olan asagi
giymatlendirilmis aqdlar baglandigda miracist eds bilar.

Qanun 21 may 2017 — ci il tarixindan etibaran quivvays minir.

8. Sahibkarliq sahasinda aparilan yoxlamalarin tenzimlanmasi va
sahibkarlarin maraglarinin miidafiasi haqqinda” Azarbaycan
Respublikasinin Qanunu dayisildi

Senad: “Sahibkarliq sahasinde aparilan yoxlamalarin tenzimlanmasi ve sahibkarlarin
maragqlarinin miidafissi haqqinda” Azerbaycan Respublikasinin Qanununda dayisiklik

edilmasi barads Azarbaycan Respublikasinin Qanunu

imzalandig tarix: 18 may 2017 —ci il




Seorh: Bu Qanunla edilan dayisiklikliys asasan, cinayat taqibinin hayata kegcirilmasi va ya
mahkama icraati gargivesinde aparilan yoxlamalara bu Qanuna samil edilmir.

Qanun 25 may 2017 — ci il tarixindan etibaran quvvays minir.

9. “Azarbaycan Respublikasi Maliyya Nazirliyinin faaliyyatinin
tokmillagdirilmasi tadbirlari hagqinda” Farmaninda dayisikliklar edildi

Senad: “Azerbaycan Respublikasi Maliyys Nazirliyinin fealiyystinin tekmillagdirilmeasi
tedbirlari hagqinda” Azarbaycan Respublikasi Prezidentinin 2009-cu il 9 fevral tarixli 48
ndmrali Fermaninda dayisikliklar edilmasi barade Azarbaycan Respublikasi Prezidentinin
Farmani

imzalandig tarix: 8 may 2017 —ci il

Sarh: Bu Farmanla edilen dayisikliklara gora, Azerbaycan Respublikasi Maliyya
Nazirliyinin Dévlst Borcunun idare Edilmasi Agentliyi dévlste maxsus olan hiiqugi
soxslarin borcalma niyyati barade muracistleri tahlil edir ve bu borcalmanin yuxari haddi,
hamginin dovlete maxsus olan hiiquqgi saxslarin daxili ve xarici borcalmasina raziliq
vermak va ya ondan imtina bareds asaslandiriimig teklifler verir. Azerbaycan
Respublikasinin Maliyye Nazirliyi mivafiq razilig verma va ya ondan imtina barade garari
gabul edir.

Qanun 25 may 2017 — ci il tarixindan etibaran quivvaya minir.

Qanun layihaslari

Azarbaycan Respublikasinin @mak Macallasi dayisilacak

Sanad: “Azarbaycan Respublikasinin ©moak Macallasinda dayisikliklar edilmasi hagqinda”
Azarbaycan Respublikasi Qanunu layihasi

imzalandig tarix: 31 may 2017-ci il

Sarh: Qanun layihasina asasan, middatli amak migavilsleri taraflarin razilagdigi middasts
baglanilr.

isginin, isgilerin sayi ve ya statlari ixtisar ediimasi sabsbindsn isagdtiiren terafinden smak
mugqavilasi lagv edilirsa, igsagobtiran, is¢inin hamin igagdturan ile baglanmis emak
mugqavilasi ile miayyan olunan eamak stajindan asili olaraq isgini :

e bir iledak amak staji oldugda - azi iki taqvim haftasi avvel xabardar etmali ya da isginin
razihgi ile avazine eamak haqqinin 0,5 misli;

e birilden bes iledek amak staji oldugda - azi1 dord teqvim haftasi avval xebardar etmali
ya da is¢inin razihdi ile avezinae amakhaqqinin 0,9 misli;

e Dbes ilden on iladek emak staji oldugda - azi alti taqvim haftasi evval xebardar etmali
ya da is¢inin razildi ile avezine amakhaqqinin 1,4 misli;

e onilden ¢ox emak staji oldugda - azi doqquz teqvim haftesi avval is¢ini xebardar
etmali ya da is¢inin razihdi ile evazina amakhaqgqginin 2 misli




miqdarinda mablagi bir defe 6demakle muvafiq asasla amak migavilasina xitam vera
biler.

isginin, miiessanin lagvi ve iscilerin sayi ve ya statlari ixtisar edilmasi sebsbinden
isagoturan tarafinden amak muqavilesi lagv edilirss isagdtiran, is¢iya hamin isagotiran ila
baglanmis amak muigavilssi ile miUsayyan olunan amak stajindan asl olaraq:

e Dbir iledak amak staji oldugda — orta aylig amakhaqqi migdarinda;

e birildan bes iladak amak staji oldugda — orta aylig emakhaqqinin azi 1,4 misli
migdarinda;

e bes ilden on iladak amak staji oldugda - orta aylig amakhaqqinin azi 1,7 misli
migdarinda;

e onildan gox eamak staji oldugda - orta ayliq emakhaqqinin azi 2 misli migdarinda

isdengixarma muavinati 6dayir.
©mak seraitinin sertlarinin dayisdirilmasi sebabindan emak miqavilesina xitam verilarss,

isogoturen xabardarliq miiddati avezine orta aylig emakhaqgindan az olmamagla emakhaqqini
bir defeys 6demakle miivafig asasla emak miigavilasina xitam vera biler.

Bizimla slage
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