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Ongoing reforms in privatization legislation

Adopted as of 19 May 2016, Presidential Decree sets the framework for adoption of the
Bill “On Privatization of State Property” within 2 month following its enactment thereof.

Following the effective date of the Decree, provisions of existing privatization laws shall cease to
apply. As such, the privatization of state property via “Il Programme of state privatisation in the
Republic of Azerbaijan” are suspended

Following this, all the privatization decisions in the absence of signed sale-purchase agreements
prior to the enactment of this Decree shall be rescinded.

Decree authorizes President of the Republic of Azerbaijan to adopt state privatization decisions.
According to the Decree, the State Committee on Property Issues of the Republic of Azerbaijan

shall determine list of state-owned assets to be privatized on a yearly basis along with state
budget Bill for consecutive financial year to the President.
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The Committee shall also provide list of assets to be privatized in the current year within 1 (one)
month following the effective date of the Decree.

Decree is effective as of 20 May 2016.
Amendments to antimonopoly legislation

The amendments introduced the concept of cartel agreements. A cartel agreement shall be
understood as "a voluntary combination of two or more financially and legally independent
businesses competing in the same market to exclude others or prevent new competitors from
entering the market by dividing territories, sales volumes, types of goods or customers, or by
refusing to purchase or sell goods (services)". Increasing or decreasing prices, maintaining prices
at the same level, implementing privileges, rebates or bonuses, or other methods of restraining
competition are also included in the definition of a cartel agreement.

By virtue of these amendments, any above-mentioned prohibited agreements concluded by
independent entities shall be qualified as cartel agreements. Prior to the amendments all such
agreements were required to be concluded by dominant market players.

Respective amendments were also incorporated into the Criminal Code of the Republic of
Azerbaijan. Therefore, pursuant to amended Article 199 of the Code, the penalty for entering into
cartel agreements depends on the inflicted damage, which can be imprisonment of up to 12 years
and/or the fine in the amount of the obtained profit in a fourfold ratio. The abovementioned
amendments are effective from 3 May 2016.

Another amendments in antimonopoly legislation approve the Charter and structure of the State
Service for Antimonopoly Policy and Consumer Protection under the Ministry of Economy.
Therefore, now the Service employs 147 people in division and 52 people in regional divisions,
with total number of 199 employees. According to the new Regulations, now the Service operates
as an executive authority exercising public policy and state control in the following areas:
antimonopoly (competition), public procurement, advertising and protection of consumer
rights. The Decree also envisages adoption of the new Law “On State Procurement”.

Decree is effective as of 4 May 2016.

Amendments to the Tax Code

According to Presidential Decree dated 17 May 2016, which promulgates amendments to the
Tax Code exempts foreign trucks from road tax for the period of 3 (three) years in the following
situations:

- The cargos carried to another country through their nearest customs checkpoint and the
last railway station of the Republic of Azerbaijan.

- The cargos carried from foreign countries to the first railway station in Azerbaijan
through the nearest customs checkpoint.
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By virtue of another amendment residents engaged in shipbuilding at Garadagh Industrial Park
possessing a valid import authorization document are exempted from VAT for a period of 5 years.

The residents will also bear payment of VAT at zero (0) rate to contractors for provision of goods
and / or services for a period of 5 years.

As per amendments, land tax incurred upon agricultural land are classified as state taxes. In
addition, import and sale of the following products are also exempt from VAT:

- import and sale of pedigree animals, import and sale of seeds and seedlings, import of
fertilizers, pesticides, seed breeding, laboratory equipment, import and sale of machines
for cleaning, sorting or for calibrating seed, grain and dry legumes,

- import and sale of veterinary chemicals for preventive care, diagnostics and treatment
of farm livestock, import and sale of agricultural irrigation and other equipment,
machines, devices and facilities.

Amendments to single budget classification of the Republic of Azerbaijan

According to the Resolution No. 181 of Cabinet of Ministers dated 3 May 2016, the budget
revenue is generated from simplified taxes paid by legal entities engaged in construction, sports
gambling, trading and public catering activities.

Resolution is effective as of 7 May 2016.

Ongoing reforms in customs field

The 21 May 2016 Rules of Using "Green Corridor' and Other Gate Systems for the
Transportation of Goods and Vehicles across the Customs Border (the “Rules”) implement the
Presidential Decree of 4 March 2016 on simplifying the practice of customs clearance.

These Rules specify import requirements for the goods under pre-determined risk parameters.
Subsequently, green, blue, yellow and red corridors have been defined for the gate system of
goods in accordance with the risk levels applied in customs system.

According to the Rules, in order to use the gating systems, individuals shall submit a short
import declaration to customs authorities for e-registration at least an hour before the import
occurs. This will in turn result in allocation of the goods by the risk corridors by customs
authorities following the analysis of information contained in such declaration.

When exporting goods via green corridor, such goods and vehicles will not be subject to
regulatory check (except for cases posing threat to economic interests of state). Goods
imported through other corridors, such as blue, yellow and red corridors, shall be subject to
customs check as set forth by the law.

In addition, individuals importing goods under defined risk groups are also divided into low,
medium and high risks groups.

The Rules establish that individuals conducting export activities once in three years until 22
May 2016 shall be classified as a low risk group, and those conducting no export operations
during such period shall be classified in high risk group.

Rules are effective as of 22 May 2016.
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New Regulations governing admission to, restoration recovery and termination of
citizenship of the Republic of Azerbaijan

According to the Presidential Decree dated 20 May 2016, from now all applications for admission
to, recovery and termination of citizenship of the Republic of Azerbaijan shall be submitted to the
State Migration Service, State Security Service and Foreign Intelligence Office and the Ministry
of Internal Affairs, accordingly. State Migration Service shall submit the information collected from
such authorities to the Administration of the President of the Republic of Azerbaijan.

The Decree stipulates the following grounds for suspension of the citizenship of the Republic of
Azerbaijan:

- voluntary adoption of another state’s citizenship by the citizen of the Republic of
Azerbaijan

- voluntary service at foreign state or municipal bodies, or forced arms and other armed
groups

- engagement in terrorism activities

- engagement in religious extremist activities

- deliberate fasification of necessary information for being admitted to citizenship of the
Republic of Azerbaijan.

State Migration Service shall initiate court proceedings on suspension of citizenship if one of
the abovementioned conditions is met. To this end, the State Migration Service shall
investigate whether such individuals have unfulfilled obligations to the state or property
liabilities regarding the interests of legal entities and individuals in Azerbaijan within one month,
and apply to the court.

Pursuant to the Decree, Azerbaijani citizens adopting the citizenship of any foreign state shall
submit relevant written information to the State Migration Service (for citizens residing in the
Republic of Azerbaijan) and the Ministry of Foreign Affairs (for citizens residing abroad) through
diplomatic misisons or consulates in Azerbaijan via e-mail or personally within one month.

The Decree also defines the application form to recover citizenship of the Republic of
Azerbaijan.

Decree is effective as of 22 May 2016.

Judgment of the Constitutional Court on several provisions of the Civil Code

The Resolution of the Plenum of Constitutional Court of Azerbaijan dated 29 March 2016
provides interpretation towards the right to use integral part of residential building stipulated in
Article 228.5 of the Civil Code was interpreted. Pursuant to the Article, the owner of integral
part of residential building and his/her family members (spouses, parents, children), residing
together with him/her shall possess the equal right to use the living space. Furthermore, the
right to use residential building vested by the owner’s family members shall be preserved even
in case of divorce.

Based on the above, the Court clarified the termination of rights to use residential building of
family members and other individuals by the owner without any compensation in cases when
they do not use the integral part of residential building.
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Under Article 262.2 of the Civil Code, the Court determined the possibility of terminating rights
to use integral part of residential building of family members and other individuals without any
compensation, when their need for such residential building is eliminated (for example,
voluntary relocation to other permanent residential building; gaining an ownership of a house or
other residential building; relocation to the house of husband/wife upon marriage, etc.).

Pursuant to the Resolution, a mere failure not to utilize the right to use integral part of
residential building shall not directly lead to termination of such right. Only voluntary long-term
and continuous failure to use this right may form a ground for terminating such rights.

Resolution is effective as of 20 April 2016.
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KPMG Azarbaycan
Vergi va Huquq Xidmatlari

Qanunvericiliya dair Yeniliklarin icmali  way 20161

Wi

Cari buraxihigda:

e Ddvlat amlakinin 6zallasdirilmasi sahasinda ganunvericilik takmillagdirilir
e Antiinhisar ganunvericiliyinda bir sira dayigikliklar edildi

o Vergi Macallasinda dayisiklikler edildi

e Azarbaycan Respublikasinin vahid biidca tasnifatina dayisikliklar edildi

e GOmruk sahasinda islahatlar davam edir

o Azerbaycan Respublikasinin vetandagligina qabul, barpa ve xitam ile bagh gaydalar
muayyanlagdirildi

e Konstitusiya Mahkamasi Mulki Macallanin bir sira maddalarini sarh etdi

Dovlet amlakinin 6zallasdirilmasi sahasinda ganunvericilik takmillasdirilir

AR Prezidentinin 19 may 2016-ci il tarixli Fermani ile dovlat emlakinin dzallagdiriimasinin yeni
meyarlarini va prinsiplerini nazerds tutan Qanun layihasinin farmanin imzalandigi tarixden
etibaren 2 ay middetinde hazirlanmasi nazerda tutulub.

Buna mivafig olarag, fermanin quvvaya mindiyi glndan etibaren 6zellesdirmae sahasinde
movcud qganunvericiliyin muddsalarinin quvvadan dusmesi nazerds tutulub. Belo ki, dovlet
amlakinin “Azerbaycan Respublikasinda dbviet emlakinin 6zellasdiriimesinin 1l Dovlet
Programi’na uygun olaraq 6zsllesdiriimasi dayandirilir.

Bununla ham de baresinds 6zallasdirma garari gebul edilmasina baxmayaraq (6zsllesdirma aqdi
baglanan smlak istisna olmagla) hamin amlakin 6zsllesdiriimasi mimkin olmayacaqdir.
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Farmana asasan, dovlat amlakinin 6zasllesdiriimasi AR Prezidenti tarefinden hayata kegirilir.

Azarbaycan Respublikasi ©mlak Masalsleri Dovlet Komitasi har il 6zsllasdiriimasi nazarde
tutulan dovlat amlakinin siyahisini névbati budca ili zra dovlet budcasinin layihasi ile birlikde AR
Prezidentine taqdim etmalidir. Komita eyni zamanda catri ilde 6zallasdiriimasi nezarda tutulan
dovlet amlakinin siyahisinin fermanin imzalandigi tarixden etibaran 1 ay erzinde musyyan
edarak AR Prezidentina teqdim edacakdir.

Farman 20 may 2016-ci il tarixindan etibaran giivveys minib.

Antiinhisar ganunvericiliyinda bir sira dayisikliklor edildi

Qanunda edilmis dayisikliklare asasan kartel sdvdslagmasinin anlayisi verilmisdir. Bununla,
kartel sdvdalesmasi dedikde “eyni amtes (xidmet) bazarinda regabst aparan, maliyys ve huquqi
baximdan miisteqil olan iki ve ya daha ¢ox teserrifat subyektloerinin diger raqibleri bazardan
kenarlagdirmaq ve (ve ya) yeni raqiblerin bazara daxil olmasinin qarsisini almaq meaqgsadile
bazarin erazi prinsipine, algi satqinin hacmine, mallarin ¢esidine ve ya miisteriloera (sifariscgilora)
gora bdélisdirilmesi, mallarin (xidmetlerin) alinmasindan ve ya satilmasindan imtina edilmasi,
giymatlerin (tariflerin) yukssldilmeasi, azaldilmasi ve ya bir seviyyede saxlaniimasi, mallarin
satisina ve ya xidmetlerin gdsterilmesine guzastlerin, endirimlerin ve slavalerin muayyan
edilmssi, yaxud reqabsti mahdudlasdiran diger vasitslerin tatbiqi bareds har hansi bir formada
konullli sévdelesmesi” basa ddigdillir.

Dayisikliklarin mezmunundan goriindiyd kimi, kartel sévdslegsmasi artiq bazarda hékmran olan
subyektlarin deyil, har hansi mustaqil taserrifat subyektlorinin gadagan olunmus saziglere daxil
olmasini shate edir.

Dayisiklarle slagedar muddaalar eyni zamanda AR Cinayat Macallasina de daxil edilmisdir. Belo
ki, Macallanin 199-cu maddasini edilmis dayisiklora asasan kartel sévdslasmasina daxil olan
taserrufat subyektlarine totbiq edilan cazanin migdari vurulmus ziyanin haddinden asili olmaqgla
12 iladek azadligdan mahrumetms va/va ya alda olunmus galirin 4 misli migdarinda carima ile
naticalena biler. S6zliigedan dayisikliklar 3 may 2016-ci il tarixinden etibaran qiivvaya minib

Antiinhisar qganunvericiliyindeki diger deayisikliklo ise AR Prezidenti terafinden imzalanmig
Fermanla Igtisadiyyat Nazirliyi yaninda Antiinhisar Siyaseti ve istehlakcilarin Hiiquglarinin
Mudafiasi Dovlat Xidmatinin strukturu ve yeni ©sasnamasi tasdiq olunmusdur. Bels ki, Xidmatin
iscilarinin say haddi 199 stat vahidi olmaqla aparat Gzre 147 stat vahidi, regional bdlmsaler tzre
52 stat vahidi muayyen edilib. ©sasnamada Xidmat antiinhisar (reqabet), dévlet satinalmalari,
reklam ve istehlakgilarin hiiquqlarinin miidafiesi sahslarinde dovlet siyassti ve dbvlst nazaratini
heyata keciran icra hakimiyyati orqgani kimi miesyyanasdirilmisdir.

Eyni zamanda, Fermana asasen, “Dovlet satinalmalari haqgqinda’ yeni ganun layihasinin
hazirlanmasi nazarde tutulmusdur.

Farman 4 may 2016-ci il tarixinden etibaran qivvays minib.
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Vergi Macallasinda dayisikliklar edildi

AR Prezidentinin 17 may 2016-ci il tarixli Fermani ile Vergilar Macallasina edilmis dayisikliklera
asasan, xarici 6lkalerin yuk avtomobil dasiyicilari yiklerin naqgli zamani asagidaki hallarda yol
vergisini 3 il middstine 6demakden azad edildi:

- Yukler Azerbaycan Respublikasi erazisindeki son demir yolu stansiyasindan kegirilarak
diger dovlstin an yaxin gémriik serhad buraxilis mentaqesine dagindiqda;

- Yukler xarici 6lkenin erazisinden dasindigi zaman Azarbaycan Respublikasinin ilk demir
yolu stansiyasina an yaxin gémriik serhad buraxilis mentagasindan kecirildikde.

Diger dayisiklikle, Qaradag Senaye Parkinda gemigayirma fealiyyati ile magsgdul olan rezidentlar
onlara mallarin va qurularin idxali G¢ln verilan tasdigedici senad asasinda 5 il middastine 8DV
6damakdan azad edildi.

Gostarilan rezidentlar eyni zamanda podratgi terefinden mallarin taqdim edilmasi va/ve ya
xidmatlarin gostarilmasi zamani1 ©DV-ni 5 il middatina sifir (0) derace ilo 6dayacakdir.

Macallaya edilmis diger dayisiklikle fiziki saxslarin kend tesarrifati torpaglari Uzre 6dadiyi
torpaq vergisi dovlat vergilarine aid edildi.Bundan alave, asagidaki mehsullarin idxali ve satigi
©DV-dan azad edilib:

- damazliq heyvan idxall ve satigi, toxum ve tinglerin idxal ve satisi, mineral glibrsler,
pestisidlerin idxali, toxumlarin yetisdirilmasi, laboratoriya avadanliqlarinin, toxum, taxil
ve quru paxlali bitkilerin temizlenmasi, cegidlanmasi ve ya kalibrlanmasi Ucln
masinlarin idxall ve satigi;

- Kend tesaerriifati heyvanlarinin ve quslarinin profilkatikasi ,diaqnostikasi ve miialicasi
tigin istifade olunan baytarliq preparatlarinin idxall, bilavasite kend teserriifati tayinatli
suvarma ve diger qurgularin, masinlarin, avadanliqlarin ve texnikalarin idxall ve satisi

Azarbaycan Respublikasi vahid bilidca tasnifatina dayisiklikar edildi

Nazirlor Kabinetinin 3 may 2016-ci il tarixli 181 nomreli Qerarina asasan budca galirleri eyni
zamanda bina tikintisi sahasinda, idman marc oyunlari sahasinde, ticaret faaliyysti ve eyni
zamanda ictimai iasa fealiyyaeti ile masgul olan hlquqi sexslerin 6dadiyi sadalasdiriimis vergiler
hesabina formalasir.

Qaerar 7 may 2016-ci il tarixinden etibaran quvvaya minib

Gomriik sahasinda islahatlar davam edir

AR Prezidentinin 4 mart 2016-ci il tarixli gomruk rasmilesdiriimasi qaydalarinin
sadslegdirilmasini nezerds tutan Fermanina alave olaraq 21 may 2016-ci il tarixinde “Mallarin
va naqliyyat vasitslerinin gémriik serhadinden kecirilmasi liciin “Yasil dehliz” ve diger buraxilig
sistemlarinden istifade Qaydalar1” (“Qaydalar’) tasdiq edilmisdir.

Qaydalar asasan mallarin elektron gaydada risk gruplarina uygun idxali meyarlarini nazarda
tutur. Bels ki, Qaydalarda gémruk sisteminda mallarin buraxihis sistemlarinin onlarin risk
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daracalerine uygun olaraq yasil, mavi, sari, qirmizi dehlizlerle hayata kegirilmasi miayyan
olunmusdur.

Qaydalarda gosterildiyi kimi, buraxihs sistemlarinden istifads etmak tgun sexsler ilk névbade
gomruk organlarina idxaldan an azi 1 saat avval elektron qaydada geydiyyatin hayata
kecirilmasi Ugln qisa idxal bayannamesi gdndarmalidirlor. Gomrik organlari bayannamede
idxal edilon mahsullarla bagl gésterilan malumatlari tahlil etdikden sonra hamin mahsullarin
idxalinin risk dahlizleri Gzre bolgusunu aparirlar.

Beloa ki, mahsullarin yasil dahlizls idxali zamani onlarin ve nagliyyat vasitalerinin fiziki
yoxlanmasi nazarda tutulmur (dévletin igtisadi maraqlarina tehliike yaradan hallar istisna
olmagla). Diger dahlizlerle, yeni mavi, sari ve qirmiz dshlizlsrle idxal edilon mahsullara ise
ganunvericilikle miayyen edilmis gdmrik nazarati tedbirlari tatbiq edilacokdir.

Bundan alave, miayyen edilmis risk gruplarina mivafig olarag mallari idxal eden saxsler de 6z
ndvbasinds asagi, orta ve yliksak risk qruplarina bolindr.

Qaydalarda gosterildiyi kimi, 22 may 2016-ci il tarixinadek son Ug¢ il erzinde mallarin an azi bir
dafs idxalini hayata kegiran saxsler asagi risk qrupuna, bu middat arzinds heg bir idxal
amaliyyati hayata kecirmayan idxalatgilar ise yiksak risk grupuna aid edilecakdir.

Qaydalar 22 may 2016-ci il tarixindan etibaren qlvvays minib.

Azarbaycan Respublikasinin vatoandasligina gabul, barpa va xitam ila bagh gaydalar
muayyanlasdirildi

AR Prezidentinin 20 may 2016-ci il tarixli Fermanina asasen, vetendagliga gabul ve ya barpa
olunmag, vetandaglga xitam verilmasi barade muracistler muvafiq olarag Dovlet Migrasiya
Xidmeti, Dévlet Tohliikesizliyi Xidmeti ve Xarici Kesfiyyat Xidmeti ve Daxili isler Nazirliyi
terafinden gebul edilir. Homin organlardan toplanmis materiallari Dovlst Migrasiya Xidmati
Azarbaycan Respublikasi Prezidentinin Administrasiyasina taqdim edir.

Farmanla, Azarbaycan Respublikasi vatandaghginin itirilmasi G¢ln asagidakilar asas hesab
edilir:

- Azerbaycan Respublikasi vetendasinin diger dévlstin vetendasligini kbnliillii alde etmasi

- xarici dbvletin dévlet ve ya baladiyys orqanlarinda, yaxud silahli qiivvalarinds ve ya
diger silahli birlesmalarinde kénlillii xidmet etmasi

- terror faaliyyatinds igtirak

- dini ekstremist foaliyystdas istirak

- Azearbaycan Respublikasinin vatandasligina qebul olunmagq (giin zeruri olan malumati
qoasdan saxtalasdirmasi.

Gdstarilon hallarin mévcud oldugu taqdirde Dévlst Migrasiya Xidmati vetendashgin itiriimasi ile
bagli mehkema qaydasinda icraata baslayir. Bu maqgsadle Dévlat Migrasiya Xidmati hamin
soxslorin dévlet qarsisinda icra edilmamis 6hdslikleri ve ya Azerbaycan Respublikasinda
hliquqi ve fiziki sexslorin manafelsri ilo badli emlak éhdsliklarinin olub-olmamasi barada 1 ay
muaddatinde aragsdirma apararaq mahkamays muracist edir.
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Farmana asasan, xarici dévlatin vatandashdini gabul etmis Azarbaycan Respublikasi
vetendaslari 1 ay middatinda bu barads yazili malumati Dévlet Migrasiya Xidmatina
(Azerbaycan Respublikasinin erazisinde yasayan vetendaslar liclin) ve Azarbaycan
Respublikasinin diplomatik niimayendslikleri ve ya konsulluglari vasitesile Xarici isler
Nazirliyine (xarici dovlstlerds yasayan vetandaslar Gglin) elektron pogt vasitasile ve ya saxsan
teqdim etmalidirler.

Fearmanla eyni zamanda Azerbaycan Respublikasinin vetendagligina barpa edilmak (¢lin erize-
anketin nimunasi muayyan edilmisdir.

Farman 22 may 2016-ci il tarixindan etibaran qlvveys minib

Konstitusiya Maehkamasi Miilki Macallanin bir sira maddalarini sarh etdi

AR Konstitusiya Mahkamasi Plenumunun (“KM”) 29 mart 2016-ci il tarixli Qarari ile, Mulki
Macallanin 228.5-ci maddesindae tesbit edilmis yasayis binasinin terkib hissesinden istifade
hiiququ maddesi gerh edildi. Maddaye asasan, yasayig binasinin tarkib hissasinin mulkiyyetgisi
va onunla birgs yasayan aile Uzvleri (ari, arvadi, valideynleri, usaqglari) hamin yasayis
sahasindan barabar istifade hiquglarina malikdirlar. Bununla yanasi, maddade gdstarildiyi kimi
mulkiyyatcinin aile Gzvlerinin yasayis sahasinden istifada hiququ onlarin aile munasibatlarine
xitam verildiyi halda da saxlanilir.

Yuxaridakilara asaslanaraq, KM aile Gzvlerinin ve digar sexslerin yasayis sahasinin terkib
hissesinden istifade etmamasi halinda mulkiyystginin mahkama gaydasinda kompensasiya
0damadan hamin gaxslarin istifade hliququna xitam verilmasini masalasina aydinliq gatirdi.

Bels ki, KM Mulki Macallenin 262.2-ci maddasinin miiddealarina asaslanaraq, aile tzvlarinin ve
digar sexslerin yasayis sahasina ehtiyaci aradan qgalxdigi teqdirda (masaelen, diger daimi
yagayis sahesine konulli surstde kbgmesi; ev ve ya diger yasayis sahssi lzarinde mulkiyyst
hiququ slde etmasi; nikaha daxil olaraq er-arvadin evine kbgmasi ve s.) hamin sexslarin
yasayis sahasinin terkib hissasinden istifada hiiquguna kompensasiya 0danilmadan xitam
verilmasinin mumkun olmasini muayyan etdi.

Qarara asasan, yasayis sahasinin tarkib hissasindan istifade hiiququnun hayata kegiriimamasi
hamin hiiququn xitamina birbasa sebab olmur. Bels ki, yalniz uzun middet erzinde ve davamii

olaraqg bu huqugdan konulli istifade edilmamasi gosterilan hiquglarin xitamina asas vera bilar.

Qerar 20 aprel 2016-ci il tarixindan etibaran qlvvaya minib
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