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The Tax Code of the Republic of Azerbaijan

(Approved by the Law N0.905-1G of the Azerbaijan Republic from 11 July, 2000)

General Part

Chapter 1. General Provisons
Article 1. Relations Regulated by the Tax Code of Zerbaijan Republic

1.1. This Code shall establish the tax system ef Republic of Azerbaijan, general
principles of taxation in the Azerbaijan Republitles for determining, payment and
collection of taxes, the rights and responsibiite taxpayers and State tax authorities, as
well as other parties to taxation procedures, tantrol forms and methods, liability for tax
law violations and the procedures for lodging caak against unlawful actions (failure to
take actions) committed by tax agencies and offidlzereof.

1.2. This Code establishes the general principfetaxation and taxes for Nakhichevan
Autonomy Republic and municipalities.

Definitions and rules determined in this Code shallestablished for the purposes of tax
payment and used only within the scope of taxaind tax control regulated by this Code
and other legislative acts established on its basis

Article 2. Tax Legislation of Azerbaijan Republic

2.1. The Constitution of Azerbaijan Republic, tBisde, and those legal standards adopted in
compliance herewith, shall comprise the tax legstaof Azerbaijan Republic.

2.2. Any article of law adopted on the basis of t@bde or for the purposes of its execution
shall not contradict with the provisions of thisdgo

2.3. Should tax legislation contradict any legisiatin other areas, with the exception of
provision stipulated by Article 2.7. of this Codlee provisions of tax legislation shall apply.

2.4. Taxation and tax control issues cannot beuded into the legislative acts, other than
tax legislation, with the following exceptions:

2.4.1. provisions concerning administrative offende relation to tax issues,
stipulated by th€ode of the Azerbaijan Republic for Administratdféences



2.4.2. provisions concerning tax crimes includedtie Criminal Code of the
Azerbaijan Republic;

2.4.3. provisions concerning the priority of taxigations included in the legislation
on bankruptcy and insolvency;

2.4.4. provisions on taxes contained in budgeslagon;
2.4.5. provisions governing state maintenance afioo and guarantees on taxes;

2.4.6. provisions stipulated by agreements or lamnsproduction sharing, main
pipeline and other similar agreements and laws;

2.4.7. provisions stipulated by the legislation @hand gas operations of export
direction and special economic areas.

2.5. Should any international treaty to which thepBblic of Azerbaijan is a party provide
for regulations that differ from those containedhis Code and legislative acts established
on taxes, the provisions of said internationalttesashall govern.

2.6. If international treaty with the intention @foiding double taxation to which Azerbaijan
Republic is the party applied by any person, whoasthe resident of the state that entered
into such treaty for the purpose of obtaining taxifeges, provisions of article 2.5. of this
Code shall not be applied for the purposes of tasl@ges to the resident of the state that is
the party to such treaty.

2.7. If production sharing or main pipeline agreataeapproved by the legislation before
this Code is entered into force or after its erdanent, as well as other laws and agreements
of a similar nature, including the legislation oih @nd gas, contain provisions that differ
from those stipulated by this Code and other lagig acts on taxes then provisions of such
agreements and laws shall be applied.

2.8. In the event of required changes to the TadeGuaf the Azerbaijan in connection with
definition of tax policy, tax administration andxtaates within the next year state budget
draft, the drafts of these laws to the proper autlimf executive power before May 1, and
from the side of the proper authority of execugpesver shall be submitted to the Milli
Mejlis of the Azerbaijan Republic no later thanMgy 15 of current yeaf3, 21)

Article 3. Basis for establishment of taxes and thecollection
3.1. Legislation on taxes is based on the univigysaiquality and fairness of taxation

3.2. Taxes shall have an economic base.

3.3. It is not allowed to establish taxes that Wwilit everybody’s constitutional rights and
freedom.



3.4. It is not allowed to establish taxes that viiteak the single economic system of
Azerbaijan Republic (in particular those that wdlirectly or indirectly limit the free
movement on the territory of Azerbaijan Republi¢ goods and services) and monetary
means, or otherwise limiting the legal activitiésaxpayers).

3.5. Nobody can be forced to pay the tax of on@reatrom the profit (income) for more
than one time.

3.6. The taxes shall not be of discriminatory natamd shall not be established based on the
political, ideological, ethnic, confessional or ettexisting differences between taxpayers.

It is prohibited to establish different tax rateséd on the form of ownership, citizenship of
physical persons or origin of capital.

It is allowed to establish different rates of cussoduties for commodities imported into the
territory of Azerbaijan Republic, dependant on cawdity’s country of origin in accordance
with this Code and customs legislation.

3.7. Taxes in the Azerbaijan Republic shall be @istiaed only by this Code; changes or
cancellations shall be implemented by making thenges in this Code.

3.8. No person can be obliged to pay taxes, tha idications of taxes established by this
Code but not established by it or taxes that wetablished in the order different to that
specified by this Code.

3.9. The tax legislation shall be formulated in trder that will allow everyone to know
what taxes, in which order, when and how much ladi ply.

3.10. The tax system shall stimulate the activibieentrepreneurs and investors.

3.11. All contradictions and obscurities in the tkegislation shall be interpreted for
taxpayer’s advantage.

3.12. Natural and legal persons shall have a foeess to regulating legislative acts on
taxes.(6)

Article 4. The tax system of Azerbaijan Republic
4.1. The taxes levied in the Republic of Azerbapansuant to this Code shall be as follows:
4.1.1. state taxes;
4.1.2. taxes of autonomy republic;
4.1.3. local (municipal) taxes.

4.2. State taxes are those taxes that are stigulatethis Code and are obligatory for
payment on the entire territory of Azerbaijan Rdpub



4.3. The taxes of Autonomy Republic are those tdkes are stipulated by the laws of
Nakhichevan Autonomy Republic in accordance wiik ode and obligatory for payment
in the Nakhichevan Autonomy Republic.

4.4. Local (municipal) taxes are those taxes stijgal by this Code and applicable
legislation, applied by the resolution of municipas and obligatory for payment on the
territory of municipalities. Other obligatory paymns applied by municipalities shall be
stipulated by the appropriate legislation.

Local (municipal) taxes rates shall be establishétin limits stipulated by tax legislation.
In accordance with tax legislation municipalitigdsal be entitled to make decisions on
complete or partial tax release or decrease ofetads for certain categories of taxes paid by
taxpayer in their areas.

4.5. In accordance with this Code special tax regoan be applied on the territory of
Azerbaijan Republic.

The special tax regime stipulates the special plaeefor tax calculation and payment for
the specified period of time.

4.6. It is not allowed to levy taxes that are rngiudated by this code.(6)
Article 5. Forms of taxation
5.0. Amounts of tax shall be collected in followifogms:
5.0.1. directly from the source (tax collectiondrefobtaining income or profit);
5.0.2. by declaration (tax collection after obtagincome or profit);
5.03. by notice (payment of the tax by taxpayetherbasis of payment notice, issued
for the sum, calculated by taxation authority ormuipality on the basis of cost of
the taxation object and aredq, 6)
Article 6. State taxes
6.1. Following are state taxes:

6.1.1. tax on the income of physical persons;

6.1.2. tax on the profit of legal entities (withetbxception of entities and enterprises
that are the property of municipalities);

6.1.3. value added tax;
6.1.4. excise tax;

6.1.5. property tax levied from legal persons;



6.1.6. land use tax levied from legal persons;

6.1.7. road fund taxes;

6.1.8. mineral royalty tax;

6.1.9.simplified tax.
6.2. This code establishes maximum rates for aledtixes.
6.3. State tax rates introduced on yearly basif sbaexceed the rates established by this
Code and those shall be reconsidered annually gitime approval of state budget legislation
of the Azerbaijan Republic. (6)

Article 7. Taxes of Autonomy Republic

The taxes of autonomy republic are the state téesded in the Nakhichevan Autonomy
Republic, listed in article 6.1. of this Code. (14)

Article 8. Local (municipal) taxes
8.1 Following are the local (municipal) taxes:
8.1.1 land use tax levied from natural persons;
8.1.2 property tax levied from natural persons;
8.1.3 mineral royalty tax on construction materialdamfal importance;

8.1.4 profit tax of enterprises and organizations tlae the property of
municipalities.

8.2. Procedures for calculation and payment of localexroles and responsibilities of

taxpayers and tax authorities of local municipa&#tj pro-forma and methods of tax control,

liability for violation of tax legislation, complat procedures for actions or non-actions of

municipal tax authorities and their officers aretelenined under relevant legislation.(6)
Article 9. Tax calculation and payment currency

On the territory of Azerbaijan Republic taxes aetculated and paid in the currency of
Azerbaijan Republic- manats.

Article 10. Parties of relations regulated by taxegislation
10.0. Following are the parties of relations retrdaby tax and levy legislation:

10.0.1. natural and legal persons recognized IsyGbde as taxpayers;



10.0.2. natural and legal persons recognized IsyGbde as tax agents;
10.0.3. state tax authorities of the Azerbaijanubdip;
10.0.4. customs authorities of the Azerbaijan Répub

10.0.5. financial authorities of the Azerbaijan Relic, in the link with solution of
issues stipulated by this Code;

10.0.6. state power authorities, local self-managenbodies, other authorized
bodies and officials, other than tax and custontisaities that conduct the collection
of financial means from taxpayers for the purposietax collection and their bank
transfers to the state budget in cases stipulatedi® Code.

Article 11. Definition of Tax
Tax — a compulsory, individual and non-refundabsyment made to the state or local
budget in the form of collection of monetary medrmsn taxpayers with the purpose of
providing the financial basis to the state and roipai activities. (3)

Article 12. Main terms of tax institution

12.1. The tax shall be considered as instituteg driaxpayers are determined as well as
following elements of taxation:

12.1.1. subject of taxation;
12.1.2. basis for taxation;
12.1.3. tax period;
12.1.4. tax rate,
12.1.5. tax calculation procedure;
12.1.6. tax payment procedure and timing;
12.2. During tax institution privileges can be éfithed on basis stipulated by this Code.

12.3. Subjects of taxation are: income, profit, pgmdy, land, minerals, value of sold
commodities (works, services) or other subjectswétion stipulated by this Code. (3)

12.4. Taxation base- the quantitative expressigh@part of subject of taxation from which
the tax is levied.

Article 13. Main definitions used in this Code



13.1. The definitions of civil, family and othereais of the legislation of Azerbaijan
Republic used in this Code shall be interpretedeiermined in these areas of legislation,
unless otherwise stipulated by this Code.

13.2. Following definitions are applied for the poses of this Code:

13.2.1. Person- any physical or legal pergmrmanent representation, branch or
other section of non-resident;

13.2.2. Legal person- enterprises and entitiesbksit@d with the status of legal
person in accordance with the legislation of AzgabpaRepublic or legislation of
foreign state.

13.2.3. Natural person- citizen of Azerbaijan Rdpulioreigner and person without
citizenship.

13.2.4. Taxpayer- any person who shall pay taxesnfrsubjects of taxation
determined in accordance with this Code.

13.2.5. Resident:

13.2.5.1. the natural person to whom one of thiewiohg requirements can
be applied:

= who actually was on the territory of the RepublicAzerbaijan for a
total of more than 182 days in a calendar year;

= was in the State service abroad for the Republidzsrbaijan during
the calendar year or within one calendar year;

= if natural person’s period of stay on the territooy Azerbaijan
Republic and foreign state (in any) does not ext¢bederiod of 182
days in accordance with indention two and three pafagraph
13.2.5.1. of this Code then this physical persall $le deemed as the
resident of Azerbaijan Republic based on criteea i following
order:

= permanent place of residence;

= place of vital interests;

= place of normal residence;

= citizenship of the Azerbaijan Republic.

13.2.5.2. The natural person shall be recognizech@sresident of the
Azerbaijan Republic from the last day of his stay the territory of
Azerbaijan Republic during the tax year, until gvel of this tax year only if
this person is non-resident of Azerbaijan Republithe following tax year.

13.2.5.3. Any legal person established in accorglamith the legislation of
Azerbaijan Republic and involved in entrepreneuivéa®s or with the place
of managemenn the territory of Azerbaijan RepubliEor the purposes of
this Article the legal entity management locatitialsbe deemed the location
of main operations, in which the commercial decisiare taken as required



for management, and at which the daily practicahagement is performed,
independent of location of main control bodies.

13.2.6. Non-resident:

13.2.6.1. persons holding diplomatic or consulatust on the territory of
Azerbaijan Republic, or family members of such pess

13.2.6.2. staff members of international organaradi that had passed the
appropriate state registration on the territoryAnérbaijan Republic or person
on the national service of foreign country in theefaijan Republic, as well

as their family members;

13.2.6.3. person passing from one foreign coundnyariother through the
territory of the Republic of Azerbaijan;

13.2.6.4. articles 13.2.6.1. and 13.2.6.2. of @ugle not to be applicable for

persons involved in entrepreneur activities on theitory of Azerbaijan

Republic.

13.2.6.5. diplomatic representations, consular megdions and other official

representations of foreign states that hold thdodiptic privileges and

immunity, international organizations and their reggentations as well as

representations of foreign companies and firmsimaalved in entrepreneur

activity;

13.2.6.6. other persons, to whom the definitionesfdent not to be extended.
13.2.7. Taxpayer’'s family members:

13.2.7.1. spouses;

13.2.7.2. parents, children and adopted persons;

13.2.7.3. heirs;

13.2.7.4. blood relative (not blood relative) sistébrothers);

13.2.7.5. nephews and nieces;

13.2.7.6. sisters, brothers and parents of spouses;

13.2.7.7. spouses of sisters and brothers;

13.2.7.8. sisters (brothers) of parents;

13.2.7.9. guardians and wards, when linked to e#letr as the result of same
household management as parents and children.



13.2.8. «Goods» - any tangible or intangible propéassets), including electrical
and heat energy, gas and water.

For the purposes of value added tax (VAT) intaregddsets, monetary means and land shall
not be recognized as goods.

13.2.9. Intangible assets- intellectual propertgluding trademarks, other aspects of
industrial property as well as similar rights reczgd as the property of taxpayer in
the order established by appropriate legislation.

13.2.10. Sell of goods- concession of the righdwhership on goods to other person;
including, but not limited to, sell of goods, thexchange, donation, payment in kind
for labour and other in kind payments, as wellhesttansfer of right of ownership on
mortgages to the lender or other person;

13.2.11.Service (work) - activity that does not involve \pston of any commodities
and has financial value.

For VAT purposes the transfer of ownership on namyemeans and land to other party as
well as provision of contracted employee servisawot allowed.

If commodities used during provision of servicegp{ementation of works) are not provided
separately or compensation costs not included envillue of services (works) and are not
indicated separately in the agreement or paymewrudm@nts, such goods or commodities
shall be considered an integral part of the seriwerk).

13.2.12. Non-sale incomes- income from holdingehar other enterprises, incomes
obtained from sales of enterprise stocks, bondsather securities, as well as other
incomes obtained from operations indirectly linkedh production and sales of
commodities and services (works), including the amobtained as penalty or loss
compensation, increased exchange variation, amotioteditor and deponent debts
on foreign exchange operations in accordance vagidlation.

13.2.13.Name of taxpayer, buyer, customer or any persoarme of legal entity
passed state registration, full name of naturadqoer

13.2.14. Financial Services:

13.2.14.1. the granting or transferring of creditgncial leasing operations
credit guarantees and other pledge guaranteesnetary-credit transactions,
including the management of credits and credit gutaes by the grantor;

13.2.14.2. any transaction connected with the mamagt of deposits and
accounts of clients, payments, transfers, debtgatitins and payment
instruments;

13.2.14.3. any transaction connected with the &Etmn of currency, monies
or bank notes that are legal tender (with the etmepof those used for
numismatic purposes);



13.2.14.4. any transaction connected with the t&atmn of shares, bonds,
certificates, bills, checks or other securitiesvi®es on safekeeping of bills,
securities and other valuables are not financialices;

13.2.14.5. any transaction relating to financiaiivadgives, forward contracts,
options and similar arrangements;

13.2.14.6. any service related to the managemante$tment funds;
13.2.14.7. any insurance or re-insurance transetio

13.2.15. Dividend — payment in money or other fomade by legal person to its
founders (or shareholders) as distribution of nebime, profit upon the payment of
all costs and taxes by payers of simplified tax.

Income from the distribution of property upon lidation of a legal entity, as well as
payments made with distribution of shares withdwenges to percentage of shares owned by
shareholders and re-call of stocks (shares) witieir nominal price, shall not be considered
a dividend.

13.2.16. Income from an Azerbaijani Source -
13.2.16.1. income derived from employment in theu®dic of Azerbaijan;

13.2.16.2. income derived from sale by manufactofegoods produced in
Azerbaijan Republic;

13.2.16.3. income derived from producing goods,fgoering work or
rendering services in the Republic of Azerbaijan;

13.2.16.4. income derived from an entrepreneucéligy attributable to a
permanent establishment located on the territory tlté Republic of
Azerbaijan, to include income from the sale of amigoods (works,
services), that can be considered as goods (wseksjces) sold by said
permanent establishments as well as income fronvitgcthat can be
considered as activity implemented by such permamstablishment or
comparable activities;

13.2.16.5. income derived from an entrepreneugtligy on the territory of
Azerbaijan Republic:

= from writing off bad debts of taxpayer by creditors

= from selling fixed assets defined as income purst@article 114.7
of this Code;

= from compensation of costs or decrease of resgmvessiant to Article
141 of this Code;



13.2.16.6. income in the form of dividends receideain a resident legal
entity and from the realization or cession of amiggshare in said legal
entity to another person;

13.2.16.7. income in the form of interest receifredh residents;
13.2.16.8. pension paid by a resident;

13.2.16.9. income in the form of interest receifemm a person with a

permanent establishment or property located indhéory of the Republic of

Azerbaijan - if the indebtedness of said persoates| to said permanent
establishment or property;

13.2.16.10. income in the form of royalties paidconnection with location
or use of property located on the territory of Republic of Azerbaijan, or
income from the sale of property stipulated in gesmph 13.2.23 of this
Article, which is located or used in the Republidaerbaijan;

13.2.16.11. income from the lease of movable ptgpetilized in the
Republic of Azerbaijan;

13.2.16.12. income from real property in the Repuldf Azerbaijan,
including from the transfer of participating shamesaid property;

13.2.16.13. income from the transfer of stocks antipipating shares of an
enterprise whose assets, exceeding 50 percenttldiog indirectly, from the
value of real property in the Republic of Azerbajja

13.2.16.14. other income arising from the trangfeproperty that is not
connected with resident’s entrepreneurial activity;

13.2.16.15. income from management, finance sesvicé such income is
paid by a permanent establishment of resident orrasident legal person
located in the Republic of Azerbaijan, or if ssiadoame has been generated by
virtue of a contract signed with said enterprispemmanent establishment;

13.2.16.16. income paid as insurance payment uadezements on the
insurance or re-insurance of risks;

13.2.16.17. income from telecommunication and partation services
during international communication and shipmentsvben the Republic of
Azerbaijan and other states;

13.2.16.18. other income arising by virtue of atfiin the Republic of
Azerbaijan, which is not stipulated in above paap@is. When determining
the source of income according to this paragrdph ptace where the income
is paid shall not be taken into account, as welkiéiser it paid directly or
indirectly.



13.2.17. Fixed Assets - tangible assets with aiceilife of more than one yedahe
value of which exceeds 100 manttat are subject to amortization in accordance
with Article 114 of this Code.

13.2.18. Interests - any charge relating to a déhgation, including payments for
credits (loans) and deposits (accounts).

13.2.19. Net Profit - profit less profit tax;

13.2.20. Participant - shareholder, partner or rofheticipant in an enterprise’s
profit.

13.2.21. Property - any moving or real propertyiiolude non-tangible assets,
turnover funds and other objects of ownership i8ght

13.2.22. Residual value of property - the originalue of fixed assets less the
amount of amortization calculated on this fixedetss

13.2.23. Royalty - payments for use of copyrightsights on the use of works of
literature, art and science; software and filmsd other non-tangible assetany
information of patenting, trademarks, design or elpglan, secret formula or
process, industrial, commercial and scientific eipe, use of industrial, commercial
or scientific equipment or transfer of rights te wsich products.

13.2.24. Cash register — electronic equipment ommoter systems used for
registration of payments for goods (works, seryiga®vided, with fiscal memory
and appropriately registered by tax authorities.

13.2.25. Forward contract- agreement, confirming dbligation to purchase (sell)
securities, goods or monetary means in future etiBpd time and indicated terms at
the price indicated at the time of when such fods@ntract was signed.

13.2.26. Option- the document confirming the rigiitperson to purchase (sell)
securities, goods or monetary means in future etiBpd time and indicated terms at
the price fixed at the time of making such optiertlee time of such purchase by the
agreement of parties.

13.2.27. Non-commercial activity- it is a condudtlegal activity the purpose of

which is not generation of profit and that stipakathe use of income received in
non-commercial purposes only, including the purpasets charter. Otherwise such
activity shall be considered as commercial.

13.2.28. Export of Goods - removal of goods frorma térritory of the Republic of
Azerbaijan, which are considered export goods aliegrto customs legislation.

13.2.29. Re-export of Goods - export of goods #natconsidered re-export goods in
accordance with customs legislation by the persoporting said goods, provided
that such goods are in the same condition as wikes wnported.



13.2.30. Import of Goods - importation of goodittte territory of the Republic of
Azerbaijan, which are considered import goods atiogrto customs legislation.

13.2.31. Re-import of Goods - import of goods #ua&t considered re-import goods in
accordance with legislation by the person exportirese goods, provided that such
goods are in the same condition as were when imgort

13.2.32. Transit through the Territory of the Rdpubf Azerbaijan - transportation
of goods through the territory of the Republic afefbaijan between two frontier
posts of the Republic of Azerbaijan in accordancth wrocedures established by
customs legislation.

International transportation - cargo and passengemsportation between the Azerbaijan
Republic (through the border of the Azerbaijan R#ijo) and post located in the other state.

13.2.33. Employment- performance of duties by ptatgperson in accordance with
agreement (contract) for compensation payment atgul by labor code. Any
physical person engaged in employment shall bee@rrthe employee» in this
Code. A person who pays for the service renderedgumn physical person as an
employee shall be termed «the employer» and saih@at shall be termed «the
salary».

13.2.34. Charity shall be defined as that activigtural person and/or charity
organization performs, which consists of rendeasgistance, to include the transfer
of monies, without compensation, to physical pessonneed of material or other

assistance (aid), or to organizations and chaedtaljanizations that directly provide
such assistance (aid), including charity orgamzeti Scientific, educational

activities performed in the public interest shadl @onsidered charity except where
otherwise stipulated in this Code. Assistance (giggn shall not be construed as
charity if:

13.2.34.1. the recipient of said assistance (adumes any obligation to the
provider, which is of a property or non-propertyura (with the exception of
obligations to utilize the funds or property re@shas targeted);

13.2.34.2. the recipient and provider of said &ssce (aid) are deemed to be
interrelated;

13.2.34.3. said assistance (aid) is rendered topduygical person or legal
entity with the intent of helping that person otignparticipate in an election
campaign.

13.2.35. Charity organization- non-commercial orfgation conducting charity
activities.

13.2.36. Entrepreneurial (commercial) activity - yaractivity of entrepreneur,
performed independently, with the purpose of profitaining from use of the
property, supply of goods, fulfilment of works ensces.



13.2.37. Budget organization- non-commercial org@ion activity of which is
financed in part or in full with funds from the &sury on a budgetary estimate and
which does not have a payments account.

13.2.38. Enterprise- for the purposes of this Cederprises are the structures
involved in entrepreneurial activities and estdtds for such activities. This is to
include:
13.2.38.1. legal entities established pursuantgjouRlic of Azerbaijan law;
13.2.38.2. legal persons established in accordavitte the legislation of
foreign state (corporations, companies, firms atiterosimilar structures),
their branches and representative offices;
13.2.38.3. branches, sub-elements or other separdite of legal persons,
outlined Article 13.2.39.1 of this Code, which haheir own balance sheet,
separate ledgers or other accounts.
13.2.39. VAT deposit account— single treasury atca@n which the operations are
performed associated with receipt, registration ambvements of VAT and its
payment to state budget.

13.2.40. Commercial Legal Entity — structure defims such by the Civil Code of
the Azerbaijan Republic.

13.2.41. Non-commercial legal entity — structurérgal as such by the Civil Code
of the Azerbaijan Republ{8, 6, 9, 11, 15,19, 21)

Article 14. Market value

14.1. Market value - the price of the good (workvgce) based on interrelation of demand
and supply.

14.2. Unless otherwise stipulated by this artiéte, the purposes of taxation the price of
goods (works, services) fixed for operation (deaBll be used. Unless otherwise proved this
price shall be used as market value.
14.3. The calculation of taxes with consideratibmarket value can be used:

14.3.1. during barter (swap of goods), import-expaperations;

14.3.2. during implementation of deals betweerriatated persons;

14.3.3. at price deviation for more than 30 perceither side) within 30 days from
the pricing level applied by taxpayers on analogugimilar goods (works, services).

14.3.4. in case of insurance of property of entegmore than it's residual value.



14.4. The market value shall be determined unél dgbod (work, service) is sold, but not
later than 30 days from the moment the good (wsekyice) is sold at the price established
on the closest date (before or after) at apprapragals on identical (analogue) goods
(works, services). The market value of securitiallsbe determined based on stock
exchange rate for identical securities of the saméter on closest previous date from the
moment these securities were sold, only if suchsratere announced in accordance with
procedure above.

14.5. During the determination of market value, tlsal between interrelated persons, as
defined in Article 18 of this Code, shall be comse&b only if their relations did not have any
impacts on the result of such deal.

14.6. If provisions of Articles 14.4. and 14.5 bist Code are not applicable, the market
value of good (work, service) shall be determineciccordancevith requirements of this
Article. The regular costs on production and/or markefjngchase price and residual value)
of good (work, service), transportation, storingsurance and other similar costs shall be
considered as well as added values and discouatdiged during deals between non-
interrelated persons, that will consider the factodemand and supply. Specified costs shall
be considered also when the good losses its qualityther consumer characteristics or
expiration (close expiration) date as well as oearilar cases.

14.6.1. Following factors are taken into consideatin determination of the market
prices of goods (works, services), which can imfteethe prices:

14.6.1.1. volume (volume of goods batch) of dedvegoods (implemented
works and rendered services);

14.6.1.2. obligation execution term, payment pliows;

14.6.1.3. change of demand for goods (works, sesyiand supply (including
seasonal fluctuations of consumer demand);

14.6.1.4. country of origin of goods, place of gjnasing or procurement;
14.6.1.5. delivery terms for goods (works, seryices
14.6.1.6. the quality level of goods and other comgtion indicators;

14.6.1.7. in relation with implemented marketingligo introduction on
market of new, non-analogue goods (works, services)introduction of
goods (works, services) to new markets, provisiosamples of goods with
the purpose of acquiring of consumers;

14.6.1.8. in determination of market prices on exea of works, provision

of services, including in the area of repair, constion, installation works,

transportation, leasing, education, medical sersi@nd other areas, taken
into consideration the area of work execution, @navision of services, their
qualitative indicators and other circumstances, ethtan affect the price.



14.6.2. In determination of prices in connectionthwguality of goods (works,
services) below market price, quality levels arafoeed by competent person.

14.6.3. If on relevant goods (works, services) mavkith similar or same kinds of
goods (works, services) no operations are condyeted it is not possible to collect
the information on market prices of these goodsrkajoservices) from official or
open sources, following evaluation methods candpdied:

14.6.3.1. On the basis of subsequent (secondalty)gsprice

Market prices of goods (works, services) are deigeth on the basis of subsequent
(secondary) selling price of these goods (worksyises). The market price is determined
with deduction of applied raise from subsequeriirggeprice.

14.6.3.2. On the basis of value accumulation method

Market prices are calculated with accumulation oéts and profits, motivated by the party
providing goods (works, services).

14.6.3.3. If market prices of goods (works, ses)aannot be determined by
one of the methods established in this Article,k@iaprices are determined
by contractor expert.

14.6.4. Determined market prices are used onlythe purposes of taxation and
goods (works, services) are considered by actullihgeprice in accordance with
procedures stipulated under the legislation.

14.6.5. If the purchasing price of purchased goderks, services) exceeds the
market price for more than 30 percent and its vatoatains costs deducted from
income, the value of these goods (works, servisessigned for costs deducted from
the income on market values, and taxes are re-tatkd in following cases:

14.6.5.1. in cases, if unreasonable increase afiadabf purchasing price of
purchased goods (works, services) is detected,;

14.6.5.2. if it is not possible to determine themier of goods (works,
provider of services).

14.6.6. If the price level applied to provided gsdavorks, services) of taxpayers,
will significantly be below 30 percent level of rkelr values, determined on the basis
of this Code, then taxes are calculated on thesbaimarket prices, and if exceeds it,
then on actual provided prices

14.7. The complex of deals, providing the delivefygoods (works, services) by one party
and their exchange for other goods are the partiggsawapping (works/services swapping)
deals. The market value of delivered (purchaseaddgdworks, services) on the basis of
such deals shall be determined in accordance watvigions of this Article.



14.8. The taxpayer holds the right to submit teestax authority the evidences that market
values for goods (works, services) are determimedertain deals in accordance with the
procedure that differs from one stated in thischati

14.9. During the determination and recognition obds (works, services) market value the
official sources of information on market valuesgafods (works, services) and exchange
rates, databases of state and local authorititsnmation submitted by taxpayers to state tax
authorities, information of advertisement sourced ather appropriate information shall be
used.

14.10. During provision and purchasing of goodsrisoand services) (with exception of

exports, prices for which are regulated by thevaah executive authority, for the purposes
of taxation are used the prices, established byelesant executive power authority. (3, 9)

Chapter |1. Taxpayer. Tax Agent
Article 15. Taxpayer’s rights:
15.1. The taxpayer holds the following rights:
15.1.1. to receive the free of charge written infation from on existing taxes and
tax regulations, that control the procedures amdlitmns of tax payments, rights and

responsibilities of taxpayers and well as rightsaafauthorities and their officials;

15.1.2. to receive from tax authorities clarifioa$ on issues related to the
application of tax legislation;

15.1.3. to take advantage of tax privileges in &eand in accordance with the
procedures specified by tax laws;

15.1.4. to require the timely return or creditirfgpgerpaid or overcharged taxes;

15.1.5. directly or via their representatives teotipgate in tax relations outlined by
legislation;

15.1.6. to receive copies of acts (protocols) madelation with tax inspection and
decisions of tax authorities;

15.1.7. to require tax authorities and their offisi to follow the terms of tax
legislation on taxpayer;

15.1.8. not to follow unlawful acts (decisions) aeduirements of tax authorities and
their officials that do not correspondent with thax Code and other legal acts on
taxes;

15.1.9. to appeahdministratively and(or)n court in accordance with established
procedure the decisions (omission) of tax authesriéind their officials;



15.1.10. to require the provision of commerciak)taonfidentiality in accordance
with established procedure;

15.1.11. to require in accordance with establighededure the compensation for all
losses caused by illegal acts (decisions) of talaaities or unlawful actions of their

officials;

15.1.12. to review the acts and other materialsawfinspections, to express to tax
authorities and their officials own opinion on edition and payment of taxes, as
well as on the acts of tax inspections conducted,;

15.1.13. In connection with changes to productiolume or sales turnover upon last
check, conducted by chronometer method, to reqagstuthorities to conduct new

check by chronometer method;

15.1.14. to order the defined model of cash regiiie registration in established
order in tax authorities;

15.1.15. perform cash payment of taxpayer engagedctivities stipulated under
Article 16.1.8 of this Code via cash registers.

15.1.16to take advantage of other rights established isyGbde and legislation;
15.2. Rights and legal interests of taxpayers aeganteed by legislative regulations.

The procedure on protection of rights and intere$tthe taxpayer shall be determined by
this Code and other legislation.

The rights and legal interests of taxpayer shajfexided by the authority of tax bodies and
their officials.

The failure to execute or insufficient executiondofties on protection of rights and legal
interests of the taxpayer shall involve the respmlity established by the legislation.

15.3. the taxpayer can participate in tax relatiahsectly or through his authorized
representative, unless otherwise stipulated byGbige.(6, 16, 20, 21)

Article 16. Taxpayer’s responsibilities
16.1. The taxpayer is responsible:
16.1.1. to pay for taxes legally established;
16.1.2. to receive the taxpayer’s identificatiomtoer (TIN) from tax authorities;

16.1.3. to keep the record of all incomes (cogts)) aticles of taxation;



16.1.4. to submit the tax report to tax authorifie®vents and in accordance with
procedures established by the legislation and Entvwhenaudit is required, to
submit the conclusion by auditor;

16.1.5. to follow lawful requirements of tax bodiesremedy indicated violations of
tax legislation as well as not to cause any obstms to the lawful activities of tax
authority officials;

16.1.6. to submit to tax authorities and their a#fis necessary information and
documents in events and in accordance with proesdestablished by this Code;

16.1.7. for the period stipulated by the legishatio provide the safekeeping of
accounting books and other documents necessatg¥aralculation and payment, as
well as documents that confirm incomes obtained (émal persons also costs
incurred) and paid (withheld) taxes;

16.1.8. perform cash settlements with use of casister, with exception of
following operations:

16.1.8.1. sells of newspapers and magazines (ievbat if these exceed 50 percent
of total sells turnover);

16.1.8.2. sells of securities;

16.1.8.3. sells of lottery tickets;

16.1.8.4. passenger and cargo transportation (byroad, air, water and
automobile transport) (with exception of taxis widss than six seats, on
which shall be installed taximeters in accordandth\egislation);

16.1.8.5. sells in bazaars, fairs and on carryifiggricultural products;

16.1.8.6. operations of glassware and scratch netaéptance points;

16.1.8.7. telecommunications services (with exoeptof Internet-club
operations);

16.1.8.8. advertisement services;

16.1.8.9. utility and housing facilities;

16.1.8.10. leasing of resident and non-residentif@s;
16.1.8.11. hotel, camping, motel and dormitory ey,

16.1.8.12. operations of the power, gas, water,tdebavater and central
heating suppliers, elevator and security services;



16.1.8.13.

16.1.8.14.

16.1.8.15.

16.1.8.16.

16.1.8.17.

16.1.8.18.

sewage and sanitary-cleaning services;

excursion and tourist, sanatorium-resortl spa services;
fitness and sports services;

medical services;

attorney and other legal services;

educational operations of educationatitotions and training

course activities;

16.1.8.19.

16.1.8.20.

16.1.8.21.

16.1.8.22.

16.1.8.23.

16.1.8.24.

16.1.8.25.

motor parking activities;

cloth dry-cleaning, painting and laundry

apartments repair and construction;

ceremonial services at non-stationarytscand related leasing;
pawn-shop services;

binding services;

mobile retail sales from counters, awbies and trailers on

markets and other trading points;

16.1.8.26.
services;

16.1.8.27.

banking activities, as well as insuraaoel insurance mediation

following activities implemented, pr@dd that number of

employees does not exceed 2 people:

16.1.8.27.1. furniture repair and manufacturing;

16.1.8.27.2. photo-, audit-video services;

16.1.8.27.3. repair and private production of foeaw, clothing, knit
and leather products;

16.1.8.27.4. repair of clocks, TV-sets, refrigeratoand other
household appliances;

16.1.8.27.5. technical and other services to tecdinheans;

16.1.8.27.6. barber services;



16.1.8.27.7. repair and production of jewellery andtallic items;
16.1.8.27.8. activities of arts studios and restiorafacilities.

16.1.9. in implementation of cash payments prouite receipt, cheque, bank
statements and other strict reporting forms to bkager and provide the reflection of
information specified under legislation, in thedeegues, bank statements or strict
reporting forms;

16.1.10. in the event of damages or other disordesrred to cash register during
the operations, tax authorities shall be informeuhiediately and use of cash register
shall be seized temporarily and ensure registrat@dncash payments within such
period of time in an order stipulated by the respecexecutive authority;

16.1.11. introduction of relevant notes to information sen8 of duplicate
certificates, received from tax authorities for apgy of accounts for the purposes of
entrepreneur activities in non-resident bankingtilm§ons and other non-resident
credit organizations, and their submission to tadtherity before the term of
operations performance on these accounts;

16.1.12.other responsibilities established by this Codelagislation.

16.2. If the taxpayer was not involved in entrepranactivities within the reporting period
or did not implement any taxable operations, hellsfizbmit the note to the tax authority
instead of tax report.

16.3. If the taxpayer has temporarily stopped thé&repreneur activity or other taxable
operations within the tax year, he shall submithe tax authority the note dated no later
than the date of stoppage of entrepreneur activilge note shall include the time of
stoppage of entrepreneur activities or other tagadgberations».

16.4. In accordance with Articles 16.2 and 16.3hié Code, if the taxpayers submitting the
note, have the property and (or) land, tax repartsproperty and/or land shall be submitted
to the tax authority in accordance with proceduaesl terms, established by this Code.

16.5. Notes stipulated under Articles 16.2 and 18.this Code, shall loss their force from
the date appearance of obligation for submissiotarfreports(6, 9, 15, 21, 23)

Article 17. Tax agent

17.1. Tax agent- person who in accordance with @ude is authorized to calculate taxes,
withhold them from the taxpayer and make the payrteethe budget.

17.2. The tax agent shall have the same rightstaspayer unless otherwise is stipulated by
legislation.

17.3. The tax agent is responsible:



17.3.1. correctly and timely calculate, withholdrfr the taxpayer and transfer
appropriate taxes;

17.3.2. to keep the record of taxes paid by th@awer, withheld and transferred
appropriately, including those which are personakfach taxpayer;

17.3.3. to submit to state tax authorities docusiemécessary to control the
correctness of tax calculation, withholding andrpamt;

17.3.4. within 30 days to inform the tax authostigith which registered in writing
on impossibility to withhold the tax from the tayea and the amount of taxpayer's
debts;

17.3.5. to perform other duties set by this Code.

17.4. For failure to execute or insufficient exeéontof his duties the tax agent shall hold the
responsibility in accordance with procedure stifrdeby this Code and other legislation.

17.5. For failure to execute or insufficient exeéontof his duties by tax agent, due to the

fault of person under whose management this tartagethe responsibility in accordance
with this Code and other legislation shall be kamdperson the tax agent reports to.

Article 18. Interrelated persons

18.1. Interrelated persons for the purposes oftitmxaare natural and/or legal persons,
relations between which might have direct effeceoanomic results of their activities or the
activities of persons they represent.

18.2. For the purposes of this Article personsldieatonsidered as interrelated:

18.2.1. if one person directly or indirectly hashare in other person’s property and
his share or vote is not less than 20 percent;

18.2.2. if one person reports to another persontduds ranking or one person is
under the direct or indirect control of other perso

18.2.3. if persons are under the direct or indicecttrol of the third person;
18.2.4. if persons have a direct or indirect cdrak@r the third person;
18.2.5. family members indicated in article 13.2f7this Code.
Article 19. Permanent establishment.
19.1. The permanent establishment of legal or ahtwn-resident person in the Azerbaijan
Republic is the place in which such persons theamselor via their authorized

representatives fully or partially conduct theirtrepreneurial activities in the Azerbaijan
Republic for the cumulative period of not less t@@ndays within any 12 months.



19.2. The permanent establishment shall includenbuto be limited to following:
19.2.1. the place of management;
19.2.1. subdivision;
19.2.3. office;
19.2.4. branch or agency;

19.2.5. construction and repair sites, installatma assembly facilities, as well as
supervisory activities associated therewith;

19.2.6. platforms, sites, drilling equipment or sa&s used for the exploration and
production of natural resources, as well as superyiactivities associated therewith;

19.2.7. any fixed base (location) where a non-eegicpphysical person carries out
entrepreneurial activity;

19.2.8. premises used for the provision of consglservices;

19.2.9. any places of employment in which otheresypf entrepreneurial activity
conducted on the territory of Azerbaijan Republic;

19.2.10. persons executing functions of the permiaestablishment for non-resident
enterprises or non-resident natural person in tker#aijan Republic, or people
acting on their behalf, authorized to make agredsnen their behalf and usually
conducting such responsibilities;

19.2.11. places of goods’ manufacturing and salecion of works and services;

19.3. Different from provisions of article 19.2. this Code, following shall not be
considered as activities performed by permaneabéshment:

19.3.1. storing and demonstration of goods and ymtsdbelonging to non-resident
enterprise;

19.3.2. storing stocks of goods or products belogpgd a non-resident enterprise for
eventual processing and subsequent export fronRémublic of Azerbaijan by a
third party;

19.3.3. purchase of goods or manufacturing of petediny non-resident enterprise for
its own needs;

19.3.4. implementation by non-resident enterprifeammy preparatory or support
activity for its own needs;



19.3.5. the joint execution of any types of aciegt specified in articles 19.3.1-
19.3.4. of this Code.

19.4. For the purposes of this Article any placA&zerbaijan Republic where legal or natural
non-resident person conducts activities for the ulative period of not less than 90 days
within any 12 months shall not be recognized asnpeent establishment; in this event the
income from Azerbaijanian source in accordance waititles 125 and 169 shall be taxed at
the source of payment.

Chapter 111. State Tax Authorities (Agencies)
Article 20. State Tax Authorities and their purpose

20.1. State Tax Authorities in the Azerbaijan Rdjuare the appropriate body of executive
power and tax bodies under its direct management.

Within their level of competence tax authorities Aolding the authority of law enforcement
agencies.

20.2. State authorities are conducting their aotwiindependent from local authorities of
executive power.

Decisions made by tax authorities within their lesecompetence shall be obliging for all
legal and natural persons.

20.3. Tax authorities shall be relieved from thgrpant of state fee for court applications
proceedings.

20.4. The tax authorities shall exercise control overdiynpayment of taxes, with the
exception of local taxes (municipal taxes), as asgltoad tax, VAT and excise tax, deduction
of which is the responsibility of customs authesti

20.5. When it is stipulated by this Code, authesitof tax bodies on road fund tax and in the
area of import and export operations shall be cotadu by customs in events and in
accordance with procedures established by thelddigis.

20.6. Authorities indicated in article 20.5. of ghCode shall act within their level of
competence on the basis of this Code, Customs @tiger, laws of the Azerbaijan Republic
and legislative acts approved in accordance wihetbf. (6, 11, 14)

Article 21. Legal bases for the activity of State @x Authorities

The Constitution of the Azerbaijan Republic, thisd€ and other legal normative acts of the
Azerbaijan Republic shall be the legal bases ferattivity of the State tax authorities.

Article 22. Social Protection of State Tax Employeeand Material Incentives and Development
Fund of State Tax Authorities



22.1. Social protection of State tax employees| fflsafjuaranteed by the State, they shall be
insured, on a compulsory basis, at the expenséefstate budget. The procedure and
conditions of compulsory insurance shall be establil by the legislation.

Where a serious bodily injury is caused to a Stateemployee, which prevents him from
engaging in his professional activity, such empéoyhall receive from the budget the
difference between official salary and pension.

Damage caused to the property of a State tax emplapd his family members in relation
with his professional duty shall be fully compemshfrom the state budget, the relevant
amount further being collected from the persoraintf

22.2. For the purposes of social security of emgsgyof tax authorities at the account of 5
percent (not to exceed 30 percent of funds allatétem the state budget for support of tax
authorities) from the amount of financial sanctipapplied by tax authorities and paid to
state budget, the non-budgetary fund of these atig®shall be establishedl1, 16, 21)

Article 23. Rights of State Tax Authorities
23.1. State tax authorities shall have the follaiights:

23.1.1. to perform the operative tax control, depkand on site tax inspections in
cases and in accordance with procedures establisheer this Code

23.1.2. with respect to legal and physical persas,examine all financial
documents, accounting books, reports, estimates, sacurities, and other assets on
hand, returns, declarations and other documenttingl to the calculation and
payment of taxes, as well as receive from officialsd other employees of
organizations and individuals information and oasld written explanations on
guestions arising in the course of such examination

23.1.3. to examine, in accordance with the law drcé, all production, storage,
commercial and other premisem(the territorie¥, maintained by organizations and
individuals with the purpose of generating incommekeeping taxable objects and
conduct observation of such premises through chnetiocal methods, to obtain
documents and objecis cases, stipulated by the present Code, to cdnduentory
of property, owned or used by it (except for reside areas), in accordance with the
procedure established by respective executive pbady;

23.1.4. to require the taxpayers to remedy thescakeiolation of tax legislation and
also, in cases when taxpayer shall be checked diyaau auditor conclusion

23.1.5. to review as stipulated in legislation thases on violation of tax laws, to add
interests for underpaid taxes of legal and nafeatons, to apply financial sanctions
and administrative penalties to such persons;

23.1.6. to provide in accordance with procedureatdsthed by the legislation,
payment to the state budget, interests, finanaiattsons and administrative penalties
that are not paid in due time;



23.1.7. to issue to banks and other credit orgaions the instruction, which shall

be an executive (payment) document, to arrangeef@cution of administrative

penalties for collection of arrears and tax intemgsapplied financial sanctions

calculated in accordance with legislation, to thtate budget from the settlement,
foreign currency and other accounts of taxpayers;

23.1.8.to file claim in the court of law on arresting tipayment, current and other
accounts of the taxpayer cases and in accordance with procedure egtaklisy the
legislation, to take measures on taxpayer’s prgpeventory in accordance with this
Code;

23.1.9. to question citizens on tax issues in casdsin accordance with procedures
established by the Law of Azerbaijan Republicdmvestigation activity»;

23.1.10. to enter and conduct the inspection ahmes (with the exception of living
premises), facilities and lands in cases and ioraence with the Law of Azerbaijan
Republic onInvestigation activity»;

23.1.11. to make test purchases of commoditieslandases and in accordance with
the Law of Azerbaijan Republic atinvestigation activity»;

23.1.12. to conduct interrogation in accordancen witocedures established by the
Criminal Code of the Azerbaijan Republic;

23.1.13. if unmarked excise commodities are foungrovide the inventory of such
commodities and pass them to the taxpayer for resple storingor his consent, in
locations determined by executive representatiVégxoauthorities

23.1.14. to invite specialists, experts, transkt@nd witnesses in accordance with
procedures established in this Code;

23.1.15. in accordance with legislation to organisa#les of commodities without
excise marks or marked by forged excise marksszatéd by the court decision.

23.1.16 to use other rights stipulated by this Code atmrolegislative acts of the
Azerbaijan Republic in accordance with objectivestate authorities.

23.2. Superior tax authorities hold the right tcmaa unlawful acts and decisions of
subordinate tax authorities and their officials.q39, 14, 15)

Article 24. Responsibilities of State Tax Authorites
24.0. State tax authorities shall:

24.0.1. ensure that taxes are correctly calculatad paid in full and on time, to
follow completely the tax legislation;

24.0.2. to follow and observe the statutory rigifttaxpayers;



24.0.3. to provide the taxpayers with free inforioateither via mass media or
individually on tax legislation and amendments ttotd explain the procedure for
fulfilment of report applications, to give explaiweits on calculation and payment of
taxes, to explain to taxpayers their rights angaoasibilities;

24.0.4. to keep the record of calculated and paidg and provide the information to
relevant state executive authorities;

24.0.5. collect, analyze and assess informatiotherviolation of tax legislation, and
take measures and, if necessary, submit proposadppropriate state bodies, for
eliminating causes and circumstances contribubrtgst violation;

24.0.6. register taxpayergheir affiliates, representations, or other divis®
(objects), as well as cash registers

24.0.7. perform state registration and maintaintstaegister of commercial legal
entities and provide to relevant executive autlesithe related information within
procedures and terms stipulated under legislation.

24.0.8 in accordance with provisions of this Code andislation, preserve the
confidentiality of information concerning taxpayersncluding the tax and
commercial confidentiality;

24.0.9 to provide taxpayers with acts on the resultsagfinspections, and, in cases
established by legislation, copies of decision@rfauthorities;

24.0.10.to take measures established by legislation aditorg or return of overpaid
amounts to the taxpayer, as well as return of tafkesncial sanctions, interests and
administrative penalties erroneously levied from tdxxpayers;

24.0.11 to control the activities of subordinate tax auites;

24.0.12 to hold other responsibilities established by tibde, other legislative acts
of the Azerbaijan Republic in accordance with oties of tax authorities. (16, 21)

Article 25. Rights and responsibilities of state cstoms authorities in the area of taxation
State Customs Authorities shall hold the rights aakk responsibilities in the area of
taxation during the movement of goods through thstams boundary of the Azerbaijan
Republic in accordance with this Code, Customs @dkother legislation of the Azerbaijan
Republic.

Article 26. Relations between Tax Agencies and oth&overnmental Bodies

26.1. Tax agencies shall exercise their dutied ghtaract with central and local executive
bodies and law enforcement, financial and otheteStathorities;



26.2. State governmental bodies shall be obligegssist State tax authorities in application
of their duties and in some cases provide, uponegty necessary information.

26.3. Customs bodies shall be obliged to furnish,aoregular basis, information at their
disposal to appropriate body of executive powdputdted by article 20.1 of this Code.

Article 27. State Tax Officials
27.1. Officials of tax authorities are at the stsgevice.

27.2. Officials of tax authorities are appointedd aremoved from their position in
accordance with procedure established by the apptegody of executive power.

27.3. Officials of tax authorities shall not habe right to be involved in any entrepreneurial
activity or any other type of paid activity, withe exception of scientific, pedagogical and
creative activity.

Article 28. Special Ranks of Officials of State TaxAuthorities

28.1. The officials of tax authorities are givere thpecial ranks in accordance with their
position, qualifications and duration of services.

28.2. The procedure for giving and removing of sderanking as well as other issues
related with special ranking shall be establishgtebislation.

28.3. The officials of State Tax Authorities shiadive the right to wear the special uniform
and decorations in accordance with their speciskgaThe sample of mentioned uniform
and decorations shall be approved by relevant atyhad executive power.
Article 29. Conflict of interests
29.0 State tax employees shall be prohibited frieencbnduct of their official duties when:
29.01. there is kinship between a official of tatherity and taxpayer;

29.02. official of tax authority or his family memais have direct or indirect financial
interest in taxpayer (taxpayer’s activity).

Article 30. Commercial (tax) confidentiality

30.1. Tax authorities and their officials in theucse of performing official duties (for the
period of their work in tax authorities or afteethwere dismissed from their duties) shall
maintain secrecy regarding all information on tapgra.

30.2. Any information received by tax authority aitsl officials from taxpayer shall be
considered as commercial (tax) se@ed information about private lifeith the exception
of following:



30.2.1. disclosed by the taxpayer’s consent;

30.2.2. on taxpayer’s tax identification;

30.2.3. on statutory fund (statutory capital) ofegprise;
30.2.4. on tax violation and responsibility for Bugolations;
30.2.5. tax payments arrears;

30.2.6. information in the state register of legatities.

30.3. Commercial (tax) confidentiality shall not besclosed by tax authorities and their
officials, with exception of cases stipulated bgistation.

The disclosure of commercial (tax) confidentiaktyall include, but shall not be limited to,
mainly use or transfer to another person of comiak(tax) confidential information of the
taxpayer that became open to the tax authorityiaffiinvited expert or specialist during
application of their duties in tax inspection.

30.4. Information received by tax authorities thaintain sensitive commercial (tax)
information shall be under the special access torthg regime.

The access to information comprising the commefteed) confidentiality shall be available
to officials by the lists approved by relevant badyexecutive power.

30.5. The loss of information comprising the comeredr(tax) confidentiality or disclosure
of such information stipulates the legal respotisitdy the legislation.

30.6. Tax authorities and their officials indicatedarticle 30.1 of this Code, may in the
order established by the legislation provide teotigencies information on taxpayer only in
following cases:

30.6.1. to tax authorities and their officials fitre purpose of carrying out their
duties;

30.6.2. relevant body of executive power for therppge of prevention and
investigation of tax law violations with criminahse;

30.6.3. courts in the course of proceedings faal#isthing taxpayer’s tax liability or
responsibility for tax violations or offences, aslhas other criminal liability;

30.6.4. relevant government authorities of otheatest in accordance with
international treaties to which the Azerbaijan Rafuis the party;

30.6.5. State social security and medical insurdands — to the extent necessary
for the implementation of laws concerning socia@isgy;



30.6.6. customs authorities — for the purpose afiatstering customs legislation.

30.7. Government authorities and their officialsalsleturn the documents that contain
commercial (tax) confidentiality to the tax authi@s that provided them with such
documents.

30.8. Information concerning taxpayer may not bscldsed to another person without
taxpayer’s written consent. (3, 15, 21)

Article 31. Responsibilities of tax authority offidals
31.0. Officials of tax authorities shall:
31.0.1. Follow this Code and other legislationte Azerbaijan Republic;

31.0.2. within their level of competence apply tights and responsibilities of tax
authorities;

31.0.3. be attentive to taxpayers, their represieetaand other participants of tax
relations.

Chapter 1V. Tax control
Article 32. Tax control - forms of tax control

32.1. The tax control is provided by tax authofdy the purposes of complete and timely
collection of taxes. The tax control is a singletsyn of control over the registration of
taxpayers and taxable bases as well as compliaiticeax legislation.

32.2. The tax control is provide by relevant exeguauthorities in cases and in accordance
with procedures stipulated by this Code and thetdus Code of the Azerbaijan Republic.
Control over calculation in accordance with legistan, complete and timely payment of
local taxes (municipal taxes) is conducted by mipaldax authorities

32.3. The tax control is provided by tax and cust@uthorities and their official within their
level of competence in accordance with this Codest@ns Code of the Azerbaijan Republic
and other legislative acts.

32.4. Tax authorities perform the tax control \egistration of taxpayers and taxable bases,
review of registration and accounting data, in@wiof taxpayers and other persons,
inspection of premises used for the generatiomodme and other instruments established
by this Code.(6)

Article 33. Registration of taxpayers
33.1. For the purposes of tax control implementatitaxpayer legal entities shall be

registered with tax authorities at place of regidion (legal address, indicated in the state
registration documents), and individual entreprerse@nd residents - natural persons,



which shall submit declaration in accordance witloygsions of the Code hereof - at place
of residence, at the place of received income ftben Azeri source, if taxable income
contains Azeri source and non-residents, who art subject at the place of income
payment.

During state registration the commercial legal ée8, as well as representations and
affiliates of foreign commercial legal entities 8Hze assigned with taxpayer’s identification
number in accordance with provisions of legislatitms shall be deemed as their tax
registration. The state registration certificatesiged for the purposes of this Code shall be
deemed a certificate, which verifies the tax regigin of the taxpayer.

33.2. Taxpayer which include branches, represemrnatiand/or establishments, carrying out
the activity outside the territory of tax authori#d per place of the taxpayer registration
shall be registered as taxpayers at the place eir thwn location as well as the locations of
their branches, representations and/or establishimen

Taxpayer registration at the location of its a#ik, representative office or other economic
enterprise (facility) shall be performed in acconda with procedures established by this
Code, with note issued to the taxpayer.

Branches, structural and other separated units gigecin Article 13.2.39.3 of this Code,
which are engaged in entrepreneur activities ofalegntities, as well as branches and
permanent representations of non-residents, estaddi in accordance with legislation of the
Azerbaijan Republic, are registered separately esded the TIN.

Units, located out of location of budget and nomrowmercial entities of the Azerbaijan
Republic and established for the purposes of impigation of their functions, may be
registered separately and may be issued the TIN.

33.3. The registration of legal person as taxpaytr the tax authority or the natural person
who performs its entrepreneurial activity withoutet establishment of legal person
(individual entrepreneurs) shall be conducted iedejently from presence of circumstances
established by this Code for the obligation ongayments.

Diplomatic and consular representations of foregjates, operating on the territory of the
Azerbaijan Republic, as well as representationsi@rnational entities can be registered by
state authority in accordance with this Article.

33.4. The application on registration with tax awities shall be submitted by taxpayers to
the tax authority at the place of their residefidee application to the tax authority shall be
submitted within 30 days from the date of statesteafion of legal person, and for conduct
of entrepreneurial activity in the Azerbaijan Relub within 30 days from the date of
creation of branch or permanent establishment.

The relevant authority of executive power that jles the state registration along with
registration documents shall issue to persons a@bekicin paragraph 1 of this Article the note
indicating the date when these documents have ibsead.



The registration of permanent establishment shall ib accordance with procedure
established for legal persons in the AzerbaijanuRgp.

Natural persons engaged in entrepreneur activitighout formation of legal entity, shall
submit the application to the tax authority untietday of start of entrepreneur activity.

Natural persons, who have the income, not subjectvithholding tax (withholding tax
payment is not possible), or who have the royaltpine, or natural resident-persons, who
have incomes from the sources outside of the d¢eyriof the Azerbaijan Republic, shall
submit the application to the tax authority no fatean on the date of occurrence of the
right to obtain the income.

33.5. In cases stipulated by article 33.3. of tbale the tax authority shall within 5 days
inform the individual entrepreneur on its registrat

33.6. Shall taxpayer have any difficulties relatedietermining the place for registration the
decision shall be made by tax authority based erd#ta submitted by the taxpayer.

33.7.Large enterprises and entities with special taximegy defined by relevant executive
authority, can be registered on centralized basi®ilowing order:

33.7.1. Centralized registration of large taxpayersd enterprises with special tax
regime shall be conducted by tax authorities defibg [Jenmparuzosannviii yuem
kpynueirelevant executive bodies.

33.7.2. The assignment of identification humberkatge taxpayers and enterprises
with special tax regime shall be implemented inoadance with this Code.

33.7.3. Persons registered by tax authority at pt@ce of location, upon their
enlistment as large taxpayers or enterprises withcgl tax regime, shall be subject
to centralized registration on previous identificet numbers.

33.7.4. Tax registration of branches, representaior other economic subjects
(facilities) centrally registered as large taxpageand enterprises with special tax
regime shall be implemented in the order estabiidhethis Code.

33.7.5. Legal entities, registered by tax authosdtythe place of location, within 15
days from the start of activities under special te@egime shall apply for tax
registration by the relevant tax authority, engagedcentralized registration of
taxpayers.

33.7.6. Centralized registration of enterprises a&yed in special tax regime
activities, or removal from centralized registratichall be implemented within the
period of 15 days from the date of application te trelevant tax authority,
conducting their centralized registration, with ®ment of start of activities in
special tax regime or stoppage of such activities.

33.7.7. The tax authority, identified by the relgvaxecutive body, shall annually,
before May 15, make the decisions on exclusioregistration from the place of



location or centralized re-registration of enterpes enlisted as large taxpayers, as
well as any decision from their exclusion from calied registration.

33.7.8. Centralized registration of enterprisesigrell as large taxpayers shall be
implemented on the January of the following yedrenvthe decision was made to
perform centralized registration.

33.7.9. Relevant executive authority shall annublkfore June 15 submit to the
relevant executive authority information on largexpayers and enterprises with
special tax regime, which were excluded from regi&in or re-registered centrally,
in accordance with the form agreed with relevargcerive authority.

33.8. Regulations of registration of divisions loé tforeign state resident, operating in the
Azerbaijan Republic without the establishment ofrfament representation on the basis of
international treaties with participation of the é&baijan Republic concerning avoidance of
double taxation, and also legal entity accordingthe article 13.2.5.3 of the present Code
considered as the resident as per place of admatish, shall be envisaged as follows:

33.8.1. Units not having permanent representationghe Azerbaijan Republic,
within 30 days from the start of activities in tAgerbaijan Republic, and foreign
legal entities, recognized as residents, shall subpplications to tax authorities at
their location within 30 days from the date of rgniion as residents in accordance
with Tax Code of the Azerbaijan or provision ofeimmational treaties to evade
double taxation to which the Azerbaijan Republia Egnatory.

33.8.2. Application for registration of units, whiado not form the permanent
representation in the Azerbaijan Republic, as wasliforeign entities, recognized as
residents at the place of operations, shall be etgby foreign legal entity or its
authorized representative.

33.8.3. For registration in tax authorities of usiitwhich do not form the permanent
representation in the Azerbaijan Republic, as \asliforeign entities, recognized as
residents at the place of operations no additia@uments are required in addition
to those stipulated under Article 33.8 of this Code

33.8.4. To application submitted for registratiohte unit, which is the resident of
foreign state, not forming permanent representationthe Azerbaijan Republic
following shall be attached:

33.8.4.1. documents of registration in the coumtywhich the foreign legal
persons was registered (incorporated) and extremnhfcommercial registry;

33.8.4.2. decision of the competent authority ef rissident of foreign state
on establishment of unit, which is not forming penent representation in
the Azerbaijan Republic;

33.8.4.3. foundation documents;

33.8.4.4. residency document approved by the tthoaty;



33.8.4.5. document, verifying legal address in #eerbaijan Republic
(leasing agreement, confirming the right of owngrsr other documents);

33.8.4.6. copy of the document, verifying the ideof the head (founder) of
the unit;

33.8.4.7. information on income sources in accoogarwith the form
established by the relevant executive authorityuioits, which do not form
permanent representation in the Azerbaijan Republic

33.8.5. To application on registration submittedfbreign legal entity recognized as
resident at the place of operation, following shadl attached:

33.8.5.1. documents of registration in the coumtywhich the foreign legal
persons was registered (incorporated) and extramnfcommercial registry;

33.8.5.2. foundation documents;

33.8.5.3. document, verifying legal address in #heerbaijan Republic
(leasing agreement, confirming the right of owneysir other documents);

33.8.5.4. copy of the document, verifying the ideof the head (founder) of
the unit;

33.8.5.5. information on structures, which are undieect or indirect control
in the Azerbaijan Republic and other countries,val as information on
income sources in accordance with the form esthbidy relevant executive
authority.

33.8.6. Documents stipulated under articles 3318-433.8.4.4, 33.8.5.1 and
33.8.5.2, shall be legalized by the relevant exeewduthority or representation of
the Azerbaijan Republic in foreign states (consdadf other states, representing
interests of the Azerbaijan Republic).

33.8.7. Documents specified in Articles 33.8.4 3B@®.5, attached to the application
along with translation into Azerbaijani, verifie¢ Imotary office.

33.8.8. Removal from tax registration and annullittge TIN of the unit of the
resident of foreign state, operating in the AzejdmaiRepublic without formation of
permanent representation shall be conducted foligvaases:

33.8.8.1. in liquidation of the entity, which iethesident of foreign state, or
the unit, which does not form the permanent repredion;

33.8.8.2. if the operations of the unit, which does establish permanent
representation, forms permanent representation.



33.8.9. Removal of the tax registration and annglliof the TIN of foreign legal
entity, recognized the resident at the place ofrafmen, shall be performed in
following cases:

33.8.9.1. during liquidation of the foreign legailtity, recognized as resident
at the place of operation, in the state, in which was registered
(incorporated);

33.8.9.2. during change of the residency of theeifpr legal entity,
recognized as resident at operation location.

33.9.The registration of payers of local (municipal) éaxshall be conducted by municipal
tax authority (3, 6, 9, 21)

Article 34. Procedure for registration, re-registration and cancellation of registration

34.1. The taxpayefexcept for commercial legal entities and also esgntations and
branches of the foreign commercial legal entitisbpll submit the application to register
with tax authority.

During the submission of application on registratiaxpayers- legal persons, their branches
and establishmentéexcept for commercial legal entities and also esgmtations and
branches of the foreign commercial legal entitiak)ng with application shall submit the
copies andnformation on location (addresgnd charter (statuegjpcuments, verifying the
appointment of the director and address of the llegdity, as well as document verifying the
identity of the directoconfirmed in accordance with established procesdure

Legal entities subject to taxation (except for caroal legal entities and also
representations and branches of the foreign comialelegal entities) shall be registered
upon the assignment of TIN to their superior orgatibns.

The application is fulfilled by the taxpayer of &sthorized representative. The taxpayer (its
management) shall bear responsibility for accuratinformation in their application.

During the submission of application for the regiBon the taxpayer- individual
entrepreneur along with application shall submé topy of document that confirms his
personality and information on his address.

During the registration of taxpayers who are natpeasons following shall be included in
their personal details: last name, first name, heidtame, date and place of birth, sex,
address, the details of document that confirmgp#rsonality, information on citizenship.

The application for registration shall be confirni®drelevant executive authority.

34.2. The tax authority shall register the taxpawéthin 2 days from the date when
application on registration was submitted alondhwither documents specified in this article
and at the same time to issue the relevant cati#ito the taxpayefhe Certificate, which is
the main verification of the registration of taxgayshall be issued to the taxpayer only once
and retained by him. If the Certificate is losti®came useless, new copy of certificate shall



be issued by the application of the taxpayer. s there is a record made on the issued
copy, that it is the new copy of the certificate.

The form of taxpayer’s registration certificate ki@ approved by theelevant authority of
executive power.

34.3. In the case of change of the place of resel@i the taxpayer he shall submit the
application to the tax authority withid0 days from the date of such change. The re-
registration (cancellation of registration with dla& authority and registration with other) of
the taxpayer shall be performed by the tax authevith which the taxpayer was registered,
within 15 days from the submission of applicatigntéixpayer on change of his residence.

In the event of any change in information in thelegation form, submitted by the taxpayer
for registration in the tax authority, or in fountien documents, he shall be submit within 15
days from the date of such change information xaatathority.

34.4. In the case of liquidation or re-organizatadrthe legal person, the decision by legal
person on liquidation of its branch or permanemal@shment, seizure of activity through
establishment, the seizure of activity by individientrepreneur, the cancellation of
registration shall be performed on the basis opager’'s application with consideration of
time limits established in Article 34.3. of this @o

34.5. Registration, re-registration and cancelfatd registration shall be performed free of
charge.

34.6. Each taxpayer shall be given a taxpayer'stifigation number (TIN) for all types of
taxes including payments connected with movementcahmodities through customs
borders of the Azerbaijan Republic. This numbelldf&@universal on the entire territory of
the Azerbaijan Republic.

The tax authority shall indicate the taxpayer'sntifecation number in all notices sent to the
taxpayer.

34.7. Taxpayers shall indicate TIN in accountinggtistical reports, tax calculations,
contracts, invoices, receipts, cashier checkselsftas well as in customs, bank and other
payment documents.

34.7.1. If TIN is not indicated in any paymentsnplband customs documents of the
taxpayer, acceptance of these documents for exechi relevant bank entities, tax
and customs authorities is not allowed.

34.7.2. Changes in registration data of taxpayérallsbe implemented on the basis
of applications, submitted by them under the foapproved by relevant executive
authority.

34.7.3. Removal from registration of the naturarsom, who is the taxpayer, is
possible in following cases:

34.7.3.1. removal from activities;



34.7.3.2. if found by the court to be missing @ajable in accordance with
procedures defined under legislation;

34.7.3.3. death.

34.7.4. In the event of removal of the taxpayemftbe registration, the certificate of
its registration shall be submitted to the tax awity. The tax authority informs the
bank office on recognition of the duplicate of dexdte as invalid.

34.8 Relevant executive authority on the basis of regfisih data shall maintain the
uniform state registry of taxpayers in accordandtthis Code.

34.8.1. Taxpayers, when included in the uniforntestagistry, shall use the data of
registration application submitted to the tax auibpo Uniform state registry is
maintained in paper and (or) electronic format.

34.8.2. Maintenance of the uniform state registfytiee taxpayers contains the
following:

34.8.2.1. maintenance of the taxpayers registryiriachronological order;
34.8.2.2. maintenance of the liquidated taxpayeggstry log;

34.8.2.3. maintenance of amendments in relatioohtanges in the registry
data of registered taxpayers;

34.8.2.4. issuance of relevant information to resgesd taxpayers.

34.8.3. The relevant executive authority providesrmaintenance of the databank of
the uniform state registry of taxpayers, its safeduand security, provides extracts
from the uniform state registry of the taxpayersaagsponse to official enquiries in

the order, established under this Code.

34.9. Unless otherwise stipulated by legislatiofprimation on taxpayer from the moment of
its registration shall be confidential tax informoat

34.10. Organizations- tax agents, not registerethgsayers, shall be registered with tax
authorities at the place of residence in accordavitte procedure stipulated by this article.
(6,9, 11, 21)

Article 35. Obligations of banks connected with reggtration of taxpayers

35.1. Legal entities, as well as representations atfiliates of foreign non-commercial legal
entities, which are state registered by tax autiesi shall submit to tax authority the
application for opening of bank account along wathplication for state registration or at
any time upon registration, and other taxpayers-orupobtaining of certificate of
registration. The tax authority on the basis okthpplication issues to the taxpayer no later
than within 2 days the duplicate certificate. Thanber of duplicate certificates issued to the



taxpayer is not limited and each of them is numbEnge application form submitted by the
taxpayer for obtaining of duplicate certificate,caform of duplicate certificate is approved
by relevant executive authority. Certificate-dupte for the purpose of opening bank
account shall be given within the term establishedhis article, in case if a taxpayer has no
debt on taxes, interests and financial sanctions¢obudget.

Upon issuance to taxpayer of the duplicate cegtBcas per paragraph one of this Article,
the tax authority shall within 1 day submit to tiedevant executive authority via electronic
and/or paper carriers the information in the foret &y the relevant executive authority.

35.2. Banks open (except for cases of openingechtbounts which are not connected with
business activity for the non-resident) bank actedar legal entities, their branches and
representative offices, individual entrepreneurdyonpon submission of the certificate
duplicate, issued by the tax authority.

35.3. If the duplicate certificate was not useddpening an account within 10 days from the
date of issuance it shall be deemed as invalid.

35.4. The duplicate certificate comprised of twotpaOne part is remained in the bank, in
which the taxpayer has opened an account, and malted the «notification», banking
authority, upon making of relevant markings shathd to issuing tax authority.

Upon obtaining from the banking institution of ticttion, specified in this Article, the tax
authority shall insert the data in the notificatiamto tax registration database and within 1
day shall submit this information to relevant exeeiauthority via electronic and/or paper
carriers.

35.5. Duplicate certificate allow opening of acctonly in the bank (branch of bank)
specified on them.

35.6. If within 10 days «notification» of the dwplie certificate is not returned by the
banking entity, the tax authority shall clarify theason of it with the taxpayer and relevant
banking entity. If duplicate certificate is not dswithin 10 days, the issued duplicate
certificate shall be re-called and on the basisofficial information from the bank that

account was not opened, the relevant record is nradee registration data of the taxpayer
on considering it invalid(9, 11, 14, 21)

Article 36. Tax inspections
36.1. Inspections conducted by tax authoritieshEon-site and off-site inspections.
36.2. During tax inspections tax authorities argrtbfficials shall clarify all circumstances
that can be important for making of right decisinoluding the circumstances in taxpayer’s
favour.
36.3. On site tax inspection shall cover the peradddno more than 3 calendar years in

taxpayer activities for taxes on profit, incomeoperty, road and land. On other taxes- the
taxpayer activities for the period of no more tt&apears, including the year of inspection.



If during the performance of tax inspection taxtauities have documented evidences in the
necessity of receiving the information on the tasgravhich is connected with other persons
and is relevant to the inspection, tax authoritieay require such persons to provide
documents related with inspected taxpayer’s agtivitor such actions the motivated
decision of tax authority is necessary.

36.4. It is not allowed to tax authorities to havesite inspections on the same taxes, paid or
to be paid by the taxpayer for already checkedotiod with exception of cases when such
inspection is conducted in connection with liquidat of legal taxpayer persowor
application of physical entity, carrying out bussseactivity without establishment of the
legal entity concerning termination of entrepreneastivity, and in cases stipulated by
Article 38.3. of this Code.

36.5. Taxpayers who disagree with the results firiapection may ask for theut of turn
inspection. In such case the additional tax inspechall not be conducted by the officials
of tax authority who had conducted the previoupéasion.

36.6. Taxpayers hold the right to apply to couotsthe reasons of inspections conducted by
tax authorities.(3, 6, 21)

Article 37. Off-site tax inspection

37.1. An off-site tax inspection shall be carriedt avithout site visits on the basis of
documents in the possession of the tax authoriiesyided by taxpayer as well as other
documents that reflect the calculation and paynoériaxes, and documents on taxpayer’s
activity.

37.2. Off-site tax inspection shall be conductedhini 30 days from the date when
documents providing basis for tax calculation aagnpent are provided by the taxpayer.

37.3. If unmatched or mistaken information is fouimd documents submitted to tax
authorities for implementation of desktop inspettitex authority shall be entitled to
enquire the taxpayer to submit additional inforroatidocuments and explanations.

37.4. If incorrect tax calculation in tax declarati is found during desktop inspection
(increased of decreased amount of tax) notificagball be sent by tax authorities to the
taxpayer within 5-day period in accordance withnfoestablished by the relevant state
executive authority. The notification shall includeasons of calculation and taxpayer’s
right to appeal in accordance with Article 62 ofstiCode.

If tax declaration required for implementation afsiktop inspection was not submitted for
good reasons within timeframe stipulated by thisi€daxes are calculated in accordance
with Article 67 of this Code.

37.5. Until application from the taxpayer is sultedt in accordance with Article 15.1.13 of
this Code on implementation of new chronometereapn, the results of last chronometer
inspection can be taken as basis for calculatiotarés.



37.6. If during the off-site tax inspection the tawthority does not follow the rules
established in articles 37.3. aBd.4 of this Code, the taxpayer holds the right to edyn
mistakes within 30 days (including the incorrectcakation of taxes, reduction of tax
amounts and other) that were allowed during thpeosonand can be established during
desktop inspectigrand within this time period the taxpayer doeshwatl any responsibility
(with exception of payment of interests) for viadas of tax legislation. (6, 9, 21)

Article 38. On-site tax inspection
38.1. On-site tax inspection shall be conductetherbasis of decision by the tax authority.
The on-site tax inspection can be planned or ravtned.

The tax authority shall inform the taxpayer in wgt about the planned tax inspection not
later than 15 days before the date of the inspectio

38.2. The notification sent to the taxpayer shadlude the information on reasons and date
of the inspection as well as rights and responséslof the taxpayer and tax authorities.

Planned on-site tax inspection shall be conduct¢dnore than one time in a year and shall
not continue for more tha80 days In exceptional cases by the resolution of sugergitax
authority the timing for tax inspection can be exked for the period of up &0 days

On the basis of justified decision of the highet gthority the term of preparation of the
report on results of on-site tax inspection mayekended for the period not more thzm
daysin the following cases:

= when receiving the documents from the foreign statguired for objective and full
conducting of on-site tax inspection, including taply to inquiry of tax authority;

= when inspecting the articles taken as samples,umimg) of expertise in the course
of on-site tax inspection or making the specialatesion with use of various spheres
of knowledge;

= when persons, sending the replies fail to forwaelreplies to inquiries in due time,
made by tax authorities in connection with on-tateinspection.

38.3. Not planned tax inspection shall be conductddllowing cases:

38.3.1.If tax return documents, necessary for tax catmriaand payment are not
submitted in time or not submitted at all uponwegning of tax authority;

38.3.2.1if incorrect information is found in the report deon the results of tax
inspection.

38.3.3. When exceedingly paid amount of VAT, istea@d financial sanction is
assigned for the payment of other taxes, intemstisfinancial sanctions or assigned
as payments on future liabilities. In such casedhbeof turn tax inspection can be
conducted only on taxable VAT operations of thpdggr;



38.3.4. when application is submitted by the tagpap return exceedingly paid
amounts of tax, interests and financial sanctions;

38.3.5. when tax authority obtained information nfraknown source on hiding
(decreasing) of incomes or object of taxation keytdxpayer;

38.3.6. when in accordance with criminal legislatithere is a decision of the court
or law-enforcement agency on implementation ofriagection;

38.3.7. in case of failure to provide the documesgpecified in article 42.4 of this
Code, in due period stipulated by this article aoyision of doubtful or distorted
information;

38.3.8. in the event of application for liquidatjoreorganization of the taxpayer
legal entity or seizure of business operationsefriatural person, operating without
formation of legal entity.

38.4. The on-site tax inspection shall be conduetedxpayer’s business day and business
hours.

38.5. In the course of on-site tax inspection teentory shall be performed according to
justified decision of the respective executive pdwely in the following cases:

38.5.1. if in the course of last tax inspection twious non-keeping of accounting
records by the taxpayer was found ;

38.5.2. if in the course of last tax inspectiorg dbvious non-keeping of accounting
records by the taxpayer required according to ledien was found and when arisen
inaccuracies were not corrected after notificatiminthe tax authority, and the report
was not prepared according to stipulated regulasion

38.5.3. if in the course of on-site tax inspectéthe taxpayer there were found non-
marked goods, liable to marking by excise marks;

38.6. Regulations of inventory performance in tloeirse of on-site inspection will be
stipulated by the respective executive power b{ay6, 9, 14, 16, 21)

Article 39. Documenting the results of on-site tainspection

39.1. An inspection report shall be prepared orrdisalts of an inspection, such report being
signed by a responsible official of the tax ageanyg the manager (person in charge) of the
taxpayer. The taxpayer may include his commentkarreport, refuse to sign the report and
these shall be registered in the report.

39.2. Inspection report shall include all violasoof tax legislation and specific articles of
this Code as well as other legislative acts detgeohiduring the inspection and proved by
documents or absence of any violations.



39.3. The form of tax inspection report and requieats for its filling shall be determined by
the relevant executive authority.

39.4 One copy of the Tax inspection act shall laedferred or sent to the taxpayer (his
authorized representative) in the manner allowingfaming the date of submission no later
than within 5 days from the date of act.

39.5. The taxpayer holds the right, if he is noagneement with the report of tax inspection
or any part thereof, within 30 days from the ddteegeipt of tax inspection report to submit
to relevant tax authority in writing the reasons fbe refusal to sign such report or his
comments for the report or any of its parts. Thepager holds the right to enclose to his
written comments (objections) the copies of docusi¢hat confirm the reasonability of

such objections or motives for not signing the ewn report and pass them to the tax
authority.

39.6. No later than in 15 days upon the expirabbtime specified in article 39.5. of this
Code the head of tax authority (his deputy) shediaw the documents provided by the
taxpayer or collected from the taxpayer in accocdawith procedures stipulated by this
Code, the tax inspection report, issues of non-¢iamge with tax legislation and remedial
activity on violation determined as well as apgiica of relevant sanctions (penalties).

39.7. If taxpayer provides written explanationbjections on the tax inspection report the
materials of inspection shall be reviewed in thespnce of taxpayer’s officials or individual
entrepreneur and/or their representatives.

The tax authority shall inform the taxpayer on tlemue and time of the tax inspection
materials revision. If taxpayer, regardless of #dvance notification did not show up
without excuse, then materials of inspection, ideilg the objections by the taxpayer,
explanations, other documents and materials skakWewed in his absence.(6)

Article 40. The access of officials of tax authoriés to the areas and premises for the
performance of on-site tax inspection

40.1. The access of tax authority officials perfiomgnthe on-site tax inspection on the
territory or premises (with exception of living pneses) used by the taxpayer for the
performance of entrepreneurial activity shall bevded via submission by such officials of
their office identification documents, decisiontbe head of tax authority (his deputy) on
performance of on-site inspection or the court orde

40.2. The tax authority officials who perform thespection shall not be entitled to enter
living accommodations (premises) without the cohsématural persons who live there.

40.3. Should any obstruction be caused to theiaffo¢ tax authority on getting the access to
the territory or premises (with exception of livimgcommodations/premises) specified in
article 40.1 of this Code the report shall be madech shall be signed by officials
conducting the survey and the taxpay@n the basis of this act the tax authority shall be
entitled to define the payable tax amounts in adance with the procedures stipulated
under Article 67 of this Code.



Should the taxpayer refuse to sign the report éhevant note shall be included thereof. The
copy of the report shall be submitted to the tapay

40.4. Unlawful obstructions to the access of tathauity officials who perform the on-site
tax inspection to the territory of premises (wikteption of living buildings (areas)) used by
the taxpayer for entrepreneurial activity shallcbasidered as violation of tax legislation and
involves the responsibility established by legisiat(9)

Article 41. Revision

41.1. The tax authority official, who performs tbe-site tax inspection for the purposes on
findings of all circumstances necessary for thegrty and fairness of inspection, holds the
right to revise the territories, premises as weltlacuments of the taxpayer inspected.

41.2. The revision of territories, premises, docot®eand belongings without performance
of on-site tax inspection is not allowed excepttfar following cases:

41.2.1. if documents or belongings were receivedthi®y tax official during the
previous inspection, or;

41.2.2. there is a consent of the owner of docusnenbelongings.
41.3. The revision shall be performed in the presasf witnesses.

41.1. During the revision the person inspected @ankis representatives as well as experts
may participate at the revision site.

41.5. Protocol shall be made upon the completiah@tevision.
Article 42. Document inquiry

42.1. The tax authority official, who performs tbe-site tax inspection shall be entitled in
accordance with the procedure established by tlideGo require from the taxpayer to
provide documents necessary.

The person, who was required to provide documehid] submit such documents to the tax
authority within a period of five days.

42.2. Should the taxpayer fail to provide the taspiection official with documents required

within timeframes specified in article 42.1. ofg¢hCode or inform the tax official on the

absence of such documents that act shall be madenithbe signed by the tax authority

officials performing the inspection and the taxpayghould the taxpayer refuse to sign this
act the relevant note shall be made thereof. Tipg 0bthis document shall be submitted to
the taxpayer. If it is not possible to receive lieggh documents or their copies during the on-
site inspection from other sources, on the basabol/e act the tax authority shall be entitled
to determine the amounts of taxes that shall bd paiaccordance with the procedure

stipulated under Article 67 of this Cade



42.3. The refusal of the taxpayer to provide theudeents required by the tax officials
performing the on-site inspection within timefrangpulated in article 42.1. of this Code
shall involve the responsibility established by tbgislation. If there is a refusal to provide
documents in accordance with provisions of thischet the tax authority official performing
the on-site tax inspection shall collect the nemgsdocuments in accordance with article 43
of this Code.

2.4 Documents required for performance of tax aanénd implementation of enquiries
made under international treaties to which the Aagan Republic is a signatory, or their
appropriately approved copies on the basis of emryqoii the tax authority shall be submitted
by the taxpayer within 20 days period. (15)

Article 43. Withdrawal of documents and belonginggor sampling purposes

43.1. The withdrawal of documents and belongingssémpling purposes shall be allowed
only during the on-site tax inspection.

43.2. If during the on-site tax inspection revisafrdocuments presented for the purposes of
taxation by the taxpayer shall require more timewadl as if any violations to the tax
legislation are determined in submitted documents epecified violations are connected
with belongings the tax authority official perfomgi the on-site inspection shall have the
right to withdraw documents and belongings provitetim in accordance with Article 42
of this Code. The withdrawal of documents and bgilogs for sampling purposes by the tax
authority official performing the on-site tax ingpien shall be based on the motivated
decision of the head of tax authority (his deputy).

The volume, quantity, timing of withdrawal and pedare for revision shall be established
in accordance with this Article

43.2.1. During the on-site inspection items areetakas samples for following
purposes:

43.2.1.1. inspections for compliance of the valdegoods (works and
services), assigned for costs, deducted from incas@hysical and quality
indicators, origin and other indicators;

43.2.1.2. inspection of compliance of profits otéal from provision of goods
(works, services) and registered physical and dyaindicators of these
goods (works, services), type, origin and othercatbrs;

43.2.1.3. determination of market values of thegmlg (works, services);
43.2.1.4. evidences of violation of tax legislatiotiuding storage, sell and
imports of excise goods, not marked by excise $abelmarked by forged

excise labels;

43.2.1.5. other cases required for taking of iteasssamples for evidencing
the violations of tax legislation.



43.2.2. In cases and under purposes stipulatedrbglé 43.2 of this Code, the tax
authority representatives conducting the inspectsirall inform in writing the head
of the tax authority or his deputy on taking of psaritems at the same day.

43.2.3. The information of the officer of tax auttyp implementing on-site tax
inspection, motivating the inventory of items famgpling, shall be reviewed by the
head (deputy) of the tax authority and only aftés tdecision on inventory of items
for sampling can be taken.

43.2.4. The form of decision on taking of itemsdampling during the on-site tax
inspection shall be approved by the relevant exeewatuthority.

43.2.5. Items, confiscated as samples during @tait inspection, dependent of their
properties shall be packed by the tax offices dreéquired they shall be locked by
the inspector.

43.2.6. Size, volume of inventory of items for dmmmuring implementation of on-
site tax inspection as well as other conditionsannection with inventories shall be
defined by codes and standards, existing on thigder of the Azerbaijan Republic.

43.2.7. ltems confiscated as samples can be takehd period of no more than 30
days, considering the time required for studietheke items.

43.2.8. Storage of items taken as samples and fireservation, their study by
organizations established and performing in accoa with legislation at the
expense of the tax authority.

43.2.9. In cases when items confiscated as sangikesiot lost their consumer
properties, they shall be returned to the taxpaygmt if products confiscated as
samples have lost the consumer properties theyl Sieatompensated by the tax
authority.

43.3. Copies of documents verified by the taxptyee taken.
43.4. It is not allowed to withdraw documents ghtitime (from 20:00 P.M. to 8:00 A.M.).

43.5. It is not allowed to withdraw the documentsl ®elongings that are not necessary for
tax calculation during the on-site inspection.

43.6. The withdraw of documents and belongingsaagpes shall be done in the presence of
persons and/or their representatives from whom mecis and belongings are being
withdrawn and witnesses. When necessary, experbeanvited to participate during the
withdrawal of documents and belongings.

43.7. The tax authority official before withdrawafl documents shall present the motivated
decision of the head tax authority (his deputywathdraw, as well explains to participating
persons their rights and responsibilities.



43.8. The protocol shall be made on withdraw ofuthoents and belongings for sampling
purposes with consideration of requirements otkr#8 of this Code.

43.9. The copy of the protocol on withdrawal of doents and belongings for sampling
purposes shall be issued to the person from whandticuments and belongings were
withdrawn for sampling purposes. It shall be memgiin the protocol and confirmed by the
signature of person from whom documents and behgsgivere withdrawn.

43.10. In cases, when the taxpayer during the tm4six inspection does not provide
documents and items for sampling, the refusal ectmade in accordance with the form,
approved by relevant executive authority, whiclsighed by the tax officer, other persons
participating in inspection (witnesses, expertsecsglists) as well as the taxpayer or his
representative.

43.11.Should the taxpayer fail to provide documents la@ldngings for sampling purposes
in accordance with procedure established in thideCthe withdrawn shall be made by the
court order based on the motivated appeal of tkeatdhority performing the on-site tax
inspection. (6, 9)

Article 44. Expert analysis
44.1. When necessary expert may be invited togyaatie in on-site tax inspection.
The expert analysis shall be appointed if necesslallg are required, to clarify issues.

44.2. Issues laid upon the expert and his conalgsghall not exceed the expert’'s special
skills.

Expert shall be invited on contractual basis. Thmtact may stipulate rights and
responsibilities of parties, issues laid upon tkgeet, expert’s responsibility for erroneous or
false conclusion and other issues stipulated hylegislation.

44.3. The expert analysis shall be appointed byd#esion of tax authority performing the
tax inspection.

The decision shall include the reasons for the eppent of expert analysis, last name,
name and middle name of the expert or name of agion that conducts the expert
analysis, issues laid upon the expert and mateaddie provided to the expert.

44.4. The expert holds the right to review inspetinaterials provided to him and apply for
the provision of additional materials.

44.5. The expert may refuse to provide the expertiusion if materials provided to him are
not sufficient and if he does not hold speciallskib conduct the expert analysis.

44.6. The authorized representative of the tax aitth who made the decision on
appointment of the expert analysis shall adviceualsnch decision the taxpayer who is
going to be checked and explain to him his righifgutated in article 44.7. of this Code.



44.7. During the appointment and conduct of expedlysis the inspected person holds the
right:

44.7.1. to cancel the appointment of certain expert
44.7.2. apply for the appointment of experts fréwa persons he indicates;
44.7.3. to provide additional issues to get exppmion of the expert on such issues;

44.7.4. to participate directly or via authorizegpnesentative during the expert
analysis by providing the advance notice to theaathority official performing the
tax inspection;

44.7.5. to review the expert conclusion.

44.8. The expert shall provide conclusion on hikaffeand sign this conclusion. In the

conclusion the expert describes surveys that hecbhaducted, his opinion and answers to
the questions that were laid. If during the expanalysis the expert will determine

circumstances that were not laid upon him he dfalke the right to include his opinion on

such circumstances into his expert conclusion.

44.9.Copy of conclusiomr his notification on the impossibility to pro@duch conclusion
shall be issued to the person inspected who hbklsight to give his explanations and state
his objections, as well as to ask to raise addiliassues to the expert and appointment of
additional analysis.

44.10. The additional expertise shall be appoiimeithe case if the expert conclusion is not
clear enough or complete and this expert analysidl e assigned to the same or other
expert.

The expert analysis shall be repeated if the cemmtuof expert is not reasonable and there
are some suspicions for its accuracy. The analysssich case shall be assigned to another
expert.

The additional and repeated expert analysis skadldsigned in the order established by this
article.

44.11. Should claim of the inspected party on ggtipulated under Articles 44.7 and 44.9
of this Code be declined, head (deputy) of the aathority shall make the motivated
decision indicating reasons for declining the claamd submits the copy of decision to
inspected party. (6)

Article 45. Invitation of specialist to provide asgtance in tax inspection
45.1. The specialist can be invited by the decisibthe head of tax authority (his deputy)

when the performance of on-site tax inspection wébuire special knowledge and
experience in areas that are not linked with tlea af expertise of the tax authority.



45.2. The specialist shall have special knowledyd experience and shall not have any
interests in the results of case. The conclusiogpetialist that does not comply with these
requirements shall not be used by tax authority.

45.3. Specialist shall be invited on contractuaifaThe contract may stipulate rights and
responsibilities of parties, issues laid upon tpecglist, specialist's responsibility for

erroneous or false conclusion and other issueslategd by civil legislation.

45.4. Specialist invited in accordance with artidlg.1. of this Code shall provide the
conclusion on issues laid upon him. The speciasiclusion shall be made in writing,

signed by him and attached to the on-site tax tgpereport.

45.5. If taxpayer does not agree with the conclusibspecialist attached to the inspection
report he may make relevant comments in the report.

45.6. The compensation for losses caused to thautiority or the taxpayer as the result of
wrong or false conclusion shall be considered soetance with civil legislation.

Article 46. Participation of translator

46.1. When necessary the translator may be inWitedn-site tax inspection. The invitation
of translator shall be done based on the deciditimechead of tax authority (his deputy).

46.2. Translator shall be the person who does awé lany interest in the outcome of the
case and knows languages he needs to translateafitdnmto. This provision shall also be
true for person who understands the deaf and dignb sf physical persons.
46.3. Translator shall be invited on contractuaifaThe contract may stipulate rights and
responsibilities of parties, translator’s respoifisjbfor erroneous or false conclusion and
other issues stipulated by civil legislation.

Article 47. Participation of witnesses

47.1. During the on-site tax inspection witnessey e invited in cases stipulated by this
Code.

47.2. The number of witnesses invited shall ndieks than two people.

47.3. Only physical persons who do not have amgrasts in the outcome of case shall be
invited as witnesses.

47.4. Tax authority officials cannot be invitedveithesses.

Witnesses shall confirm in protocol the fact, comtand results of actions taken in their
presence.

If necessary, withesses can give their explanatospecified actions.



The same person cannot be invited by tax authsrisea withess for more than once in a tax
year.

Article 48. General requirements to the protocol mde during the actions on tax inspection

48.1. In cases stipulated by this Code protoco#dl $fe made during the tax inspection.
Protocols are made on Azeri language.

48.2. The protocol shall include the following:
48.2.1. name of the protocaol,
48.2.2. venue and the date of action;
48.2.2. the time of action start and completion;
48.2.3. position and name of the person who maelertiocol;
48.2.4. The name of the person involved in theoactr participating during the
action, and when necessary- his address, citizenstformation on his knowledge
of Azeri language;
48.2.6. the content of action, the order of itsoeien;
48.2.7. facts and circumstance clarified duringithplementation of action;
48.2.8. if samples of goods are withdrawn for samgppurposes in accordance with
this Code the protocol shall include the quantiplume and other specific
characteristics of such goods.
48.3. The protocol shall be read by all persons whdicipated in the action. Specified
persons shall have the right to make commentsdhall be included in the protocol and

attached to the case.

48.4 The protocol shall be signed by the tax aitihofficial who developed it as well as all
other persons who participated in the action.

Article 49. Making the decision based on the residtof tax inspection materials revision

49.1. Based on the revision of tax inspection ntethe head of the tax authority (deputy
head) shall make one of the following decision$imitLO days:

49.1.1. on calling the taxpayer to account foration of tax legislation;
49.1.2. on refusal to call the taxpayer to accéanviolation of tax legislation;

49.1.3. on additional measures for inspection.



49.2. The decision on calling the taxpayer to antdar violation of tax legislation shall
contain the circumstances of the taxpayer’s viotatf tax legislation, documents and other
information that confirm the indicated circumstagicexplanations of the taxpayer and
results of revision of such explanations, with gadion of articles of relevant laws that
stipulate the applied measures of responsibility thx legislation violation. The specific
violations of tax legislation for which the taxpayes being called to account shall be
explained to the taxpayer.

49.3. On the basis of decision on calling the ts®pao account for violation of tax
legislationno later than 10 daythe taxpayer shall be sent the request on paynmelgrpaid
taxes, interests, amounts of financial sanctiomsnimistrative penalties as well as the
remedial of indicated violations.

49.4. The copy of the decision of tax authority aeduirement shall be issued to the
taxpayer or his representative with registrationtlod date of receive. When due to the
deliberate actions of the taxpayer or his repredimeat the copy of the tax authority decision
and/or request cannot be issued, documents shaledmed issued from the moment from
the date they are received by registered mail.

49.5. The failure of tax authority officials to cphp with requirements of this article may
provide the basis for cancellation of the tax atitife decision by the supervising tax
authority or the court.

49.6. On tax violations determined for which th&payer to be called to administrative

account the authorized tax official, who condudie tnspection shall create a separate
protocol on administrative violation. The revisiohcases on such violations and application
of administrative sanctions to taxpayer’s officialad individual entrepreneurs shall be
conducted by tax authorities pursuant with tBede of the Azerbaijan Republic for

Administrative Offences.

49.7. The provisions of this article shall alscapplicable to tax agents. (3, 5, 21)
Article 50 Operative tax control

50.1. The operative tax control is the form of tamntrol implemented in stores used for
generation of incomes for legal entities and nakuparsons engaged in entrepreneur
activities, in trading and similar premises (teaites) (with exception of residential
premises (areas) and transportation means (witheptton of personal transportation not
used for entrepreneur activities), having the foilog purposes:

50.1.1. Recognition of taxpayers not registeredaby authorities, in cases and in
accordance with procedures defined by this Codéampayers who did not receive
the «Dot Mark» in accordance with Article 221.4ftlus Code;

50.1.2. Recognition of facts of sale, storage fale sor transportation from the
manufacturing facility of excise goods, not markgdexcise labels or marked with
forged excise labels.

50.1.3. Compliance of rules on payments with pdamria



50.1.4. Recognition of facts of acceptance of fpreurrency as means of payment
and purchase and sale or exchange of currency safttecommercial, catering and
service establishments with violation of rules bsaed by legislation;

50.1.5. Recognition of persons engaged in actsitiequiring special permit
(license) without such permit (license);

50.1.6. Rrecognition of attraction of natural pemsoto work (provision of services)
by the employer without making of employment caentia accordance with
procedures stipulated under the Labour Code ofAherbaijan Republic;

50.1.7. limplementation of inspection by time-kegpmnethod in accordance with
Article 23.1.3 of this Code.

50.2. Following shall serve as basis for operatae control:

50.2.1. facts, established during the on-site t@speéction implemented by the tax
authority;

50.2.2. information obtained from sources knowmasyauthorities;

50.2.3. if the taxpayer did not follow the requiesits of the tax authority on
prevention of violations of tax legislation withihe timeframe established by this
Code;

50.2.4. If tax authorities had sufficient facts wiolation of legislation on issues
stipulated under Article 50.1 of this Code by legalities and natural persons.

50.3. Operative tax control is implemented on tlasi® of motivated decision of the tax
authority. Such decision shall indicate the temytaf taxpayer location, as well as issue
(issues) covered by the operative tax control, te&froperative tax control and officer
(officers) of the tax authority performing the ogive tax control.

50.4. The operative tax control starts without préhary notification to the taxpayer and

implemented in actual business hours. The offiderthe tax authority, implementing

operative tax control, upon the start of controabhmmediately submit the decision of the
tax authority to the taxpayers, as per Article 56t3his Code.

50.5.0fficers of the tax authority implementing rapige tax control within their competence
shall implement the access to the territory or pes® of the taxpayer (with exception of
living premises (areas), inspection of territoriaad premises (with exception of living
premises), as well as review of the documents &machs| require the submission of
documents, inventory of documents and items fopkagn attraction of experts, specialists,
translators and observers as well as enlistmergxaise goods, not marked by excise label
or marked by forged excise label, in accordancé wibcedures stipulated by this Code.

50.6. By the results of operative tax control, taxhority officers shall make the act in
accordance with the form defined by the relevaetetive authority. Documentation of the
results of operative tax control and review of thaterials of the operative tax control is



implemented in accordance with procedures stipdlateder Articles 39 and 49 of this
Code.

50.7. Taxpayers performing cash operations onehatory of the Azerbaijan Republic shall
perform such payments with use of cash registeeetordance with procedures established
by relevant executive authority.

50.8. Cash register receipts shall contain theoiwihg information:

= Taxpayer name;

= 50.8.2.TIN;

= 50.8.3.date and time of receipt printing;

= name and address of facility location;

= 50.8.5.name, unit of measurement, quantities oflgaw services (works), price per
unit and total amount;

= 50.8.6.quantities and number of receipts printeerdkie day;

= type and manufacturer’'s number of cash registed.(9,14, 15)

Article 51. Inadmissibility of causing the unlawful damage dung the tax inspection

51.1. During the tax inspection it is inadmissible tousa any unlawful damage to the
taxpayer or property owned, used or operated by him

51.2.Losses caused as a result of unlawful actionayofitithorities of their officials during
the tax inspection shall be compensated to theaigtpat the complete volume, including
the missed profit (missed income).

51.3. Tax authorities and their officials shall be resgible for the damage caused to the
taxpayers in the result of unlawful actions, in@dance with existing legislation.

51.4. Losses caused to the taxpayer by the lawful astmintax authority officials with
exception of cases stipulated by legislation shailbe compensated. (9)

Article 52. Financial sanctions procedure for violation of taXegislation

52.1. Upon the decision on attraction of the taxgraio liability for violation of the tax
legislation, relevant tax authority, in accordaneth procedures established by the Article
65 of this Code, or via the court shall accept frbable party all financial sanctions in
accordance with this Code.

52.2. Claims on acceptance of financial sanctiogstdx authorities are considered in
accordance with Civil Code of Practice of the Azgjdn Republic.

52.3. The execution of the court decision on paymwieiimancial sanctions is implemented in
accordance with procedures stipulated under legisia (9)



Chapter V. Responsibility for violation of tax legidation
Article 53. General basis of responsibility for vidation of tax legislation

53.1. Taxpayers, tax agents and their represeasasis well as tax authority officials shall be
responsible for violation of tax legislation in acdance with the procedures set by this
Code,Code of the Azerbaijan Republic for Administrat#encesand other legislation of
the Azerbaijan Republic.

For the violation of tax legislation financial séioas and interests, established by this Code
shall be applied to the taxpayers and tax autlestriti

53.2. No person can be called to account for tmeesaction (lack of action) involving
violation of tax legislation twice.

53.3. Every taxpayer shall be deemed innocentalation of tax legislation until his guilt is
provedin accordance with procedures of this Camtehe verdict of court entered into force.

The taxpayer is not obliged to prove his innocencgolation of tax legislation.

The obligation for proving the circumstances caniirg the fact of the violation of tax
legislation by the taxpayer shall be laid on thedathorities.

Any unproved doubts in taxpayer’s guilt for viotatiof tax legislation shall be interpreted in
taxpayer’s favour.

The taxpayer shall hold the right to remedy missa#fering consideration of taxable base,
calculation and payment of tax.

Provisions of this article shall also be appliedao agents.

53.4. During revision of circumstances of tax vimlas, factors like deliberate or mistaken
misconduct, the age of the person responsibledplication of administrative responsibility,
presence of mitigating or burdening circumstancalldbe established by this Code and
provisions of Administrative Violation Code of theerbaijan Republic.

53.5. When violation of tax legislation is connecteith transportation of goods through the
customs borders of the Azerbaijan Republic it sballconsidered in accordance with the
procedure established by Customs Code of the Aganb@epublic.

53.6. If the person has committed several violatiai tax legislation, then financial
sanctions will be applied separately as per eaalation.

53.7 Drawing of the taxpayer or tax agent to ligtlgifor violation of tax legislation does not
release them from execution of responsibilitiesaxes and legal requirements of executives
of tax authorities.



53.8. Unless otherwise is stipulated under Inteoral Treaties to which the Azerbaijan
Republic is a signatory, agreements on productioeriag, main export pipeline and other
similar agreements, approved by the legislationinggng to administrative account of
taxpayer official (officials) due to failure to smit on time without valid reasons of tax
reporting associated with such activities in impégrted in accordance with the Code on
Administrative Violations of the Azerbaijan Repab8, 6, 9, 11, 1%

Article 54. Circumstances that exclude the callingo account for violation of tax legislation

54.0. Person cannot be called to account for veiabf tax legislation if one of the
following is involved:

54.0.1. the absence of the event of violation eelab the tax legislation;

54.0.2. the absence of the fault of the personhe \tiolation related to the tax
legislation;

54.0.3. the natural person had conducted the wolaelated to the tax legislation at
the age that do not allow his attraction to account

54.0.4. expiration of the date for calling to aatbior violation of tax legislation.
Article 55. Circumstances that exclude the guilt othe person for violation of tax legislation

55.1. Following circumstance shall exclude the tgofl the person for violation of tax
legislation:

55.1.1. The violation of tax legislation as theutesof natural disaster or other
emergency or force majeure circumstances;

55.1.2. The violation of tax legislation by the payer (natural person) who at the
moment of misconduct was not conscious (was natraling his actions) or did not
manage his actions due to the ill condition;

55.1.3. Execution by the taxpayer or tax agent aftten instructions and
explanations provide by the tax authority or othethorized state authority or their
officials within their level of competence;

55.1.4. Finding of lawful basis in taxpayer's ang8oduring re-consideration of
decisions of tax authorities;

55.1.5. The credit of overpaid amounts, includirgrpaid amount by tax agents, for
any taxes to balance the underpayments on othes;tax

55.1.6. The remedial by the taxpayer of any taxations connected with the
erroneous calculation of taxes and failure to cgmpth tax liabilities before the tax
inspection.



55.2. In presence of circumstances establishedticiea55.1. of this Code the person shall
not hold the responsibility for violation connectedth tax legislation with exception of
payment of interest in cases stipulated by arb8ld..6. of this Code.

Article 56. The expiration of the date for callingto account for violation of tax legislation and
application of financial sanctions

56.1. The person cannot be called to account folation of tax legislation and not tax
liabilities may arise if the period of 3 years hgabsed from the date of the tax violation.

Article 57. Financial sanctions for late submissiomf tax returns or declarations

57.1.To the taxpayer, who did not submit in timely nearthe tax report or note specified
under Article 16.2 of this Code without valid reaspon the basis of the decision of the head
(deputy) of the tax authority the financial sanotie applied at the value of 40 manats.

57.2. Against the taxpayer, who has not provideditiiormation stipulated under Article 89.3 of

this Code, within timeframes established without walid reasons, on the basis of the decision of
the head (deputy) of the tax authority shall beliggpthe financial sanction at the amount of 100
manats(6, 9, 16, 21)

Article 58. Financial sanctions for decreasing taxes and otheax violations

58.1. If the taxpayer has reduced the amount of(itadluding the tax at the sources of
payment), specified in the report, compared todghwunt, which shall be specified in the
report, as well as if he did not submit the repand did evaded from transfer of required
amount of tax to the state budget, towards hinfittrencial sanction is applied at the rate of
50 percent of the reduced or evaded tax amountsefexfor additional tax amount,
calculated as a result of cameral tax audit).

58.2. For non-submission of application on tax s#gition within the period, specified in

Article 33.4 of this Code, or information on changklocation or residence within the

period specified in Article 34.3, as well in theeev of non-submission of information on
changes in other registration documents (requisitedicated in the application of taxpayer

for registration), as well for transportation of gsengers and cargoes with automobile
transport means without the «Dot Mark», stipulateatier Article 221.4.7 of this Code, the
penalty is applied against the taxpayer at the amb@ii 40 manats.

58.3. Should the taxpayer violate the order of imgitoff funds from the account stipulated
under the Civil Code of the Azerbaijan Republi@nir his cash desk, from the date of
issuance of the order to the bank or other credititg on payment to the state budget in
accordance with procedures stipulated under Art@3eof this Code, the financial sanctions
shall be applied at the size of 50 percent of opstrations.

58.4. In the event that taxpayer's VAT registratioas mandatory in accordance with

Article 115 hereof, financial sanction amountings® % of the VAT amount to be paid by a
taxpayer to the Budget for the whole period whetaxpayer was engaged in a business
activity without VAT registration shall apply fohe business activity carried out without

VAT registration.



58.5. Financial sanction amounting to 100% of timecaint of taxes shown on the electronic
tax invoice produced to a taxpayer shall apply $abmission of tax invoice on VAT, in the
event that registration for VAT purposes in accorcia with Articles 157 and 158 did not
come into effect or was cancelled.

58.6. In payment for the goods (works and serviqgagchased by the taxpayer on the basis of tax
invoice in accordance with Article 175.1.3 of tiede, for non-payment of the VAT, the taxpayers
shall be subject to financial sanction at the antafrb0 percent of the amount of unpaid VAT.

58.6. in obedience to the article 175.1.3 of tHeofdng Code, financial sanctions are applied for
payment of VAT sum later than day of payment df @fosommodities (works and services) by the
taxpayers indicated in the article 175.8 of thddwing Code in the amountof 50 percents from the
unpaid VAT sum.

58.7. For violation of rules of carrying out of ¢asettlements, thus implementing of cash
settlements with population without use of cashstegs or accountable forms (without
installation of cash registers, in case of laclkao€ountable forms in the form established by
the legislation or without cash payment), with w$ecash registers, which have not been
registered by tax authorities or not complying wiéithnical requirements, without use of
accountable forms established under legislationwih use of accountable forms, which do
not comply with forms approved as appropriate, mssuance of receipts or other
accountable forms to be issued to the buyer, btatkraents, to be issued to the customer by
the bank departments on currency exchange or issuanth indication of amount lower
than paid actually, rules of maintenance of regitin of cash operations with population
in the event of temporary seizure of use of cagjister the financial sanctions shall be
applied as follows:

58.6.1. if such violation occurred for the firsing during the year— the amount of
400 manats;

58.6.2. if such violation occurred for the secomaet during the year— the amount of
800 manats;

58.6.3. if such violation occurred for the third orore times during the year — the
amount of 1200 manats.

58.8. For hiding of raw materials, semi-manufactumgoods, finished products and other
valuables, as well as funds, at the size of moae tD00 manats or their non-registration,
the following financial sanctions shall apply topayer:

58.7.1. for the portion exceeding 1000 manats tfl tamount of these valuables or
funds, hidden or unregistered,— at the rate of fe@e;

58.7.2. should such event reoccur during the yé&arthe portion exceeding 1000
manats of total funds of these valuables and fumdden or unregistered,— at the
rate of 10 percent.



58.9. In the event of introduced changes to indicabf control and measurement devices,
damaging of seals on process equipment during ¢nieg from application of the seal until
its removal, as per Article 194.2 of this Code nidweviation in excise marking of products,
incomplete registration, in inventory of excise kgras well as delivery of finished products
outside of production area with violation of Argcl91.2 of this Code the financial sanctions
shall apply to the taxpayer at the amount of 50@Dats.

58.10. For establishing conditions for hiding (retion) of incomes of natural persons via their

involvement by employer to perform any works (ses)i without execution of the employment
contracts, in accordance with Labour Code of therBaijan Republic, financial sanction is applied

against the employer at the amount of 1000 maiaitséch such person.

58.11. Against taxpayer the financial sanction Ebhalapplied at the amount of 100 percent of funds
paid to his business account in non-resident bark$ other non-resident credit entities without
obtaining of the duplicate certificate from the &thority.(3, 6, 9, 11, 14, 16, 21)

Article 59. Interest on overdue debts and overpaithxes

59.1. For failure to pay the tax or current tax pagnt in period stipulated by the present
Code, the interest at rate 0,1 % of the amoun&wfor current tax payment shall be withheld
from the taxpayer or tax agent for each day of gela

59.2.Interest rategstablished by article 59.1. of this Cosleall be applied in respect of tax
payments for the whole period of delay but not mitian for 1 year. This interest shall be
applied to delayed payments of tax amounts, founthd the inspection, from the date of
payment of such tax amounts to the taxpayer.

59.3.Where taxes are overpaid or the amount of taxchatged correctly, unless otherwise
stipulated by this Code, interest shall be paidht taxpayer at the rate of 0.1 percent of
relevant amounts beginning from the date that gliGgiion on the refund of the excess
amount is placed up to the date that such amougfuaded.

If overpaid amounts of tax are refunded to the &yep within 45 days from the date of
application interests shall not be paid to the &yep. (3, 9, 11, 16)

Article 60. Financial sanctions applied to banks ash other credit organizations managing
various types of banking activity

60.1. Following financial sanctions shall be appli® banks and institutions managing
various banking accounts:

60.1.1. For opening a current bank account, orratheount, for a physical or legal
person involved in entrepreneurial activity in adamce with this Code, in the
absence of auplicate certificate issued by the tax authority dccordance with
Article 35 of this Codéas been issued to such legal person, indivicuagégreneur,
branch and permanent establishment by the relégarmtuthority - the amount @00
manatsfor each account set;



60.1.2. For not executing a request of natural egall persons involved in
entrepreneurial activity for payment of taxes fréime resources available in such
taxpayer’'srunning or other accounts in national or foreignriency, as well as
instructions of tax authorities on deductions frdaxpayers’ accountsgdebts,
interests and financial sanctions on taxpayer tarehe order of payment stipulated
by the Civil Code- the amount &0 percent of sums of operations conducted with
violation of principle of order

The sum of financial approvals applied at this timast not exceed 50- percent of
sum indicated in these payments orders or ordesstak authority.

In the case of undoubted deduction of funds froentdxpayer’s currency account the bank
freezes on the currency account the funds at thee\ad 105 percent of the amount specified
in the instructions at the rates established byGeetral Bank at the date of payment. The
instruction shall be fulfilled upon converting tberrency funds of the taxpayer into manats.

60.2. In cases stipulated in article 60.1.2. of tBiode upon the submission of relevant
instructions to the banks and other credit ingthg managing various types of banking
activity the interest shall not be charged fromptyer effective from the date of such
instruction.(6, 9, 16, 21)

Article 61. The responsibility of tax authorities and their officials

61.1. Tax authorities and their officials shall didhe responsibility in accordance with
provisions of existing legislation for any lossesised to the taxpayers as the result of their
unlawful activities (decisions) or lack of actiaas well as unlawful activities (decisions) or
lack of action of officials and other employeesiradicated authorities during execution of
their duties.

61.2. Losses caused to the taxpayers as a resalttiofties (decisions) or lack of action
indicated in article 61.1. of this Code shall benpensated on the basis of court verdict.

Unless otherwise is stipulated by this Code, theumts of overcharged tax sanctions,
interests and administrative penalties in the cababsence of tax debts shall be refunded or
credited to future payments within 45 days from tete of submission of relevant
application by the taxpayer.

61.3. For any unlawful activities (decisions) oclaof action, as well as not execution or

inappropriate execution of their duties, officialsd other employees of tax authorities shall
be called to account in accordance with existiggslation.

Chapter VI. Appealing of decisions (acts) of tax authorities and actions or lack of
action of their officials

Article 62. Procedure for appealing



62.1. Each taxpayer or any liable person shall tlageight to object the decisions (acts) of
tax authorities, activities of lack of action ogthofficials.

62.2. Decisions (acts) of tax authorities, actdgtor lack of action of their officials can be
appealed at the supervising tax authority (supienyisfficial) and/or in court.

The submission of appeal to the supervising takaity (supervising official) does not
exclude the right of simultaneous or subsequenthsgion of similar appeal to the court.

62.3. The appeal to the supervising tax authositypérvising tax official) shall be submitted
within 3 months from the date when the taxpayearor other liable person had determined
or was to determine the violation of his rights.

Should the taxpayer or other liable person misgtithe period indicated in paragraph 1 of
this article for good reasons, this time period ¢en re-established by supervising tax
authority or supervising official of the tax authgr

Article 63. Revision of appeal by the tax authority

63.1. The appeal on the decision (act) of tax aithoactivity or lack of action of its
officials shall be reviewed by the supervising gaxhority or its official within 30 days from
the date of receipand a written respond should be sent to the peradmg submitted the
complaint

63.2. When taxpayer does not agree with amourdotalculated that he has to pay he may
without stopping the tax payment submit the lodgethe relevant executive authority
performing the tax control or the court.

The taxpayer holds the right not to pay financalaion during the revision of his lodge.

63.3. The appeal by the taxpayer of other liablsg®eto the tax authority (official) shall not
stop the execution of action (decision) being afgmkavith exception of cases stipulated by
paragraph 2 of article 63.2. of this Code.

If the decision (action) being appealed does notptg with legislation of the Azerbaijan
Republic, the tax authority (official) who reviewtbe appeal holds the right to stop
completely or partially the execution of such dexigaction). The decision on stopping the
execution of such action (decision) shall be madéhb head of tax authority who took such
action or by the supervising tax authority.

63.4. When the amounts of tax, interest or findns@ction are being appealed and as a
result of satisfaction such appeal the requirerf@amthe payment of tax, interest or financial
sanction was completely or partially removed thg#ger shall be entitled to:

63.4.1. to receive compensation for erroneouslygdthamount in accordance with
article 61.2 of this Code;

63.4.2. to receive interests from these amounas@ordance with this Code.



Article 64. The revision of court appeals

Lodges (appeals) on decisions (actions) of taxaitibs, activities or lack of action of their
officials, which are submitted in the court, shad#l reviewed in accordance with procedure
established by the Civil Process Code of the AZzgnb&epublic.

Chapter VII. General provisions on tax payments
Article 65. The procedure on collection of tax delst

65.1. If the taxpayer did not implement the taxgation within timeframe specified by this
Code, the tax authority shall send to the taxpdfiernotification on payment within 5 days
of taxes, interests and applied financial sanctjaradculated or re-calculated in accordance
with this Code.

65.2. Should the taxpayer fail to pay calculatedd ae-calculated taxes, interests and
applied financial sanctions within the period ingfied in the notification, the tax authority

shall give an instruction, being the executive (papt) document to the bank or other
crediting entity to deduct from taxpayer’s curremtother accounts in national or foreign

currency tax debts and interests, applied finansaictions to the state budget.

Tax authority provides the write-off from the VAGpdsit account to the state budget only VAT tax
debts. In the event of absence on the taxpayer® 8&posit account of funds sufficient for the
payment of tax debts on VAT, for the purposes yinpat to state budget of VAT debts, the relevant
instruction can be issued on other accounts of g&rkon.

65.3. Should the taxpayer have monetary means wantwr other accounts in national or
foreign currency the instruction of the tax autlprshall be fulfiled by the bank or other
crediting organization at the date when such instian is obtained.

65.4. Should the taxpayer not have any monetarynsea current or other accounts in
national or foreign currency or monetary means amg sufficient to cover tax debts and
interests, payment of applied financial sanctidhs, instruction of the tax authority shall be
kept by the bank or other crediting organizationdas fulfiled as monetary means are
deposited on taxpayer’s account.

65.5. Instruction of tax authorities on paymentte state budget of tax debts and interests,
applied financial sanctions shall be implementedhgybank or other crediting organization
in accordance with order on payments stipulatedthy Civil Code of the Azerbaijan
Republic.

65.6. If the instruction of tax authorities on detion to the state budget of tax debts and
interests, applied financial sanctions is directdtaxpayer’s currency bank account, the
bank or crediting entity shall freeze funds in #exount in accordance with procedures
stipulated in Article 60.1.2. of this Code, prowigi the immediate notification to the

taxpayer on this. Upon implementation by the tarpayf conversion operation, bank or

crediting entity shall fulfil the instruction oféhtax authority.



65.7. If instruction of the tax authority on payrmhéo the state budget of tax debts and
interests is issued to a number of banks or cregliéintities, and tax debts and interests are
paid to the state budget from any current or otaecounts in national or foreign currency

of the taxpayer, tax authority shall provide themediate recall of instructions issued to

other banks or crediting entities.

65.8. Returning of exceeding funds paid to theedtatiget from current or other accounts in
national or foreign currency of the taxpayer shbk implemented in accordance with
procedure established by Article 87 of this Code9(6L4, 21)

Article 66. lllegal income

If income, classified as illegal not to be configthin accordance with legislation of the
Azerbaijan Republic, illegality of such incomes lshat affect its taxation.

Article 67. Procedure for determining the taxable lase in certain cases

67.1.1f the taxpayer without valid reason without 5 d&ysn the date of warning of the tax

authority upon the timeframe, stipulated under tGisde, did not provide reporting data

required for calculation of the tax, did not submibhe documents required for

implementation of on-site inspection, did not ako\the access to the territory or premises
(except living premises (areas)), does not maintha accounting at all or in accordance

with established procedures, in the event of desbm (loss) of accounting and reporting

documents, as well as if it is impossible to deteentax articles for any other reason, the
tax authority shall be entitled to calculate thextamounts to be paid, using following

matching information:

67.1.1. tax declarations submitted by the taxpagethe tax authority for previous
reporting periods;

67.1.2. official data on taxpayer income, includindirect incomes;

67.1.3. official data on taxpayers costs, includicgsts for purchasing of goods
(movable property and real estate), works and sesvior individual consumption;

67.1.4. official data on tangible and intangiblesats owned or used by the taxpayer;

67.1.5. official data on physical capacity of predd and (or) provided works
(works, services) by the taxpayer;

67.1.6. official data on import and export operatoof the taxpayer;

67.1.7. official data on funds located at taxpagesccounts, including the data on
movements of funds on banking accounts;

67.1.8. any other information, received by theaashority from known source.



67.2. Determination of the tax, which shall be sobjto payment by the taxpayer, is
provided on the basis of similar information, infaation held by tax authorities about the
taxpayer, engaged in entrepreneurship, similaraiés of the taxpayer with consideration
of following indicators:

67.2.1. production of analogue on same kinds ofipcts;

67.2.2. provision of analogue or same kinds of paots, implementation of works
and provision of services;

67.2.3. territory of the activity.

67.3. If taxes are calculated on the basis of simihformation and information on same
taxpayer, the tax amount is defined by multiplyofgthe amount of income or costs,
deducted from the taxpayer’s income, to the ratthefspecific weight of the tax within the
reporting period in the income or costs deductenirfrthe income taxpayer, engaged in
similar activities.

67.4. If similar information on the taxpayer canma obtained, taxes are calculated on the
basis of registration and reporting informationtbé taxpayer, engaged in similar activities.

67.5. If on the basis of similar information itnst possible to calculate the income tax of
natural persons, working on contract basis, or lietwork of natural persons is not
documented, the tax authority calculates the amofitihe income tax on the basis of mean
monthly wage along the country over previous year.

67.6. If in the tax authority for calculation oft#here are several sets of similar information
on the taxpayer, the tax is calculated on the bassmilar information, providing basis for
calculation of tax at the highest amount.

67.7. In calculation of the tax on the basis ofiEiminformation overpaid taxes, interests
and financial sanctions of the taxpayer are tak#o consideration.

67.8. For taxpayers submitting to the tax authoritye information on absence of
entrepreneur activities, property, land and taxablgerations in accordance with Article
16.2 of this Code, taxes are not calculated orbss of similar information.

67.9. Upon the submission of declarations on tas@sulated on the basis of similar
information, calculated taxes are re-calculatedhnébnsideration of declarations.

67.10. Taxation on the basis of similar informatisrperformed in accordance with Article
65 of this Code.

67.11.1f any operation is conducted between mutuallynemted persons, when determining
the taxable income generated by people not corthedata each other the tax authority may
distribute incomes and costs between such persons.



67.12.If the person declares the receiving of amountctwvhis not enough to cover his
personal needs including the payment of properyg,féhe tax authority shall determine the
income and taxes on the basis of costs incurreghf@vrious periods, including credits and
debts.

67.13.In cases when for the purposes of taxation bagerations are considered as sell of
goods (works, services) at market prices, releggetations shall be registered &gctronic
tax invoices.

When the amounts of barter operations in tax ire®iare reduced, the tax authority
determines the taxable base with considerationarket prices, calculates the amount of tax
and applies sanctions stipulated for the violatmintax legislation of the Azerbaijan
Republic.(9)

Article 68. Procedure on determining the time perid

68.1. The duration of any period established bg tbode shall start from the day which
follows the day of execution of legal activity oftaal event that stimulate the counting of
such period.

68.2. Any period shall expire at the end of the ¢s/ of the period stipulated by this Code.
If any period stipulated by this Code is a non-bess day it shall be postponed to the
following business day.

Article 69. Exchange of foreign currency into manas

If any taxable operation is implemented in foremnrency the exchange of such currency
into manats shall be conducted in accordance Wwghofficial exchange rate of ti@@entral
Bank of Azerbaijan on the date of operation.

Article 70. Correspondence with taxpayers

70.1. If the requirement of tax authority to thegayer or the requirement of the taxpayer to
the tax authority is not in writingr in an electronic formaand was not submitted by one
party to another party, such requirements shallhase any legal force for neither the tax
authority nor taxpayer.

70.2. Any notification or other document sent bia®a agency to a taxpayer shall be signed
by the chief of that tax agency (deputy chief) amdled. The documents shall be considered
to be served when they are delivered by registenadl or in personto the address
mentioned as a final address in the documents ficiadfregistration of a taxpayer - legal
person or in the registration documents of a taxggyhysical person.

70.3. Documents on tax calculation or other documeeveloped in accordance with tax
legislation cannot be considered as invalid or hguany violations if:

70.3.1. their content complies with tax legislatand,;



70.3.2. they indicate the recipient person or thersgn whose taxes are
calculated.(14)

Article 71. Compiling and maintaining records by taxpayers
71.1. Any person shall be obliged to document grgration that:
71.1.1. entails a tax obligation for that person;
71.1.2. entails an obligation to withhold tax fbat person; or
71.1.3. entails an obligation for that person torsi information.

71.2. Taxpayers shall be obliged to maintain rezandicated in article 71.1. of this Code in
accordance with established procedure.

71.3. If a taxpayer’'s documents have been drawinup foreign language, tax authorities
may require the translation of such documentsAerbaijani.

Article 72. Submissionand development of tax reports
72.1. For the purposes of this Code, a tax repadt sonsist of a tax declaration.

72.2. In accordance with the provisions of this €ahd other legal normative acts,
taxpayers that are required to submit a tax regfmatl submit such tax report to the relevant
State tax authorities, within the term stipulatedhis Code, in accordance with the form and
in the place determined by the relevant centratethee authorities.

Tax reports can be provided by the taxpayer perbpnar any other form allowing
confirmation of submission of the report (includisgbmission or sending in the form of
electronic document in accordance with the respedggislation to the post service).

Submission of tax reports in the form of electravcument shall be performed in an order
stipulated by the executive authority. Provisiohsicles 72.3, 72.4, 72.6.3 and 72.6.4 of
this Code shall not be applied to the taxpayetsdfthe documents in the form of electronic
document.

72.3. A tax report shall be signed by the taxpaydnis/its duly authorized representative.

72.4 In accordance with legislatioan independent auditor providing a taxpayer wité t
service of preparing a tax report shall sign arad gee tax report and indicate his Taxpayer’'s
ID. If such report is prepared by more than onagerit shall be signed by the chief person.

72.5. If data in the reports for previous reportipgriod is varying from data on initial
control documents, with exception of cases stipdlatinder Article 163 of this Code,
taxpayers shall submit corrected report for subjesgiorting period. If the amount of tax to
be paid to the budget in accordance with correctgubrt exceeds the tax amount to be paid
in accordance with the report provided earlier, thdditional calculated amount shall be



paid with interests accrued, and if such amouméss-calculated amounts of tax or interests
are decreased. Corrected reports or reports noinsitted in timely manner can be furnished
by the taxpayer before the date of decision onempghtation of on-site tax inspection.

72.6 Stipulating acceptance by a tax authority afaa report after conducting its office
(cameral) inspection or any other actions shall b@allowable and shall entail
responsibility as provided by the legislation. Oimythe following cases tax report shall not
be accepted by a tax authority, if:

72.6.1. Tax ID number of a taxpayer is not mentibmementioned incorrectly;
72.6.2. The tax period is not reflected,;

72.6.3. the tax report, submitted in the form gbgradocument is not approved by a
taxpayer-legal person with signatures and seal;

72.6.4. the tax report is not signed by a taxpgyeysical person;

72.6.5. if the tax report submitted in the formet#ctronic document by taxpayers -
legal and physical persons is not correspondingh® requirements of respective
legislation or regulations.

72.7. In the event that tax report submitted incadance with this Code or other legislative

acts was not accepted in cases mentioned in Asti¢iz.6.1 -72.6.5 of this Code, the

taxpayer shall, within 3 working days from the datesubmission of the tax report, be sent a
notice of this, as well as of submission of theref the tax authority after having removed

inaccuracies established.(6, 14, 16, 18)

Article 73. Submission of information on payments

A person who pays for any work performed or sewimndered, or who makes any other
payments shall, if so required by legislation, sitinformation to State tax authorities on
such payments, as well as to the person that resdne income.

Article 74. Extension of the term for submitting tax reports

74.1. If, before the end of the term for submittiegorts, a taxpayer places a request for the
extension of the term for submitting a profit ocame tax report and pays the due tax in full
amount, the term for submitting reports shall bended to have been extended for up to
three months. The extension of the term pursuatttiscArticle shall not change the term for
the payment of tax.

74.2. If the amount of tax as per the report exsd¢ad amount paid, the relevant difference
shall be paid to the budget along with interestulated from the last day of the tax payment
term.

Article 75. Responsibilities of Banks and other créit organizations, managing various types of
banking activities for taxpayers



75.0. Banks and institutions managing various bankiccounts shall be obliged to:

75.0.1. open &urrent or other accounts in national or foreignreency for legal
entities and physical persons carrying out busiredsvity without establishment of
legal entity only upon the presentation of a document prouimat a taxpayer’s
identification number has been issued to such peisp the relevant State tax
authorities; advise State tax authorities of suotpants opened by a taxpayer; and
not carry out operations on accounts unless bawgkirdents reflect the taxpayer’'s
identification number;

75.0.2. execute a requestlefal entities and physical persons carrying ousihass
activity without establishment of legal entity payment of taxes from the resources
available in such taxpayer’surrent or other accounts in national or foreign
currency

75.0.3. transfer tax amounts to the relevant budigetinother banking institution
providing a cash service to the bank or to the bt)don the date that resources are
written off from acurrent or other accounts in national or foreignriency of legal
entities and physical persons carrying out busiredsvity without establishment of
legal entity(3, 6, 21)

Article 76. Provision of information by banks and dher credit organizations managing various
banking activities

76.1. When the tax inspection had revealed thekeeping of profit and loss records by the
taxpayer in an order stipulated by the legislatidiguidation (loss) of accounting or
reporting documents and also non-filing of the tieclarations within fixed periods or
taxpayer's failure to provide the documents toaashorities in the course of conducting of
tax inspection, failure to provide access to taxhadties to the territories or premises
(except for apartments) the tax officials may abthie information about the bank accounts
and operations from any bank who provides finangaivices to the legal or physical
person by written inquiry in order to determine ta& obligations of the taxpay€R)

76.2. The authorized bank, upon receive of notificesent on the basis of provisions of
article 76.1. of this Codm accordance with procedure established by thevwaht executive
authority shall within 5 days provide (deliver) informatioequested in the notification of
tax authorities to the legal persandprivate entrepreneur(3)

76.3. If within 15 days from the dispatch (delivergf the official notification from
respective court to the legal entdapnd private entrepreneuwill not be provided the notice
of court on consideration of the application of degntity and private entrepreneur
regarding the objection to provide the inquiredmiation, then relevant bank will send the
information about accounts or operations of thallemtityand private entrepreneuin all
other cases provision of the information on theoaats or operations of the legal entity and
private entrepreneduis not allowed(3)

76.4. It is not allowed to disclose (deliver) tiéormation on accounts and operations of the
legal persorand private entrepreneureceived in accordance with provisions of thiide
to other authorities or citizens. (6, 3)



Article 77. Tax obligation

77.1. A taxpayer's obligation to pay tax when cimgfances stipulated in this Code
(including current tax paymentayise shall be deemed its tax obligation.

77.2. Bases for the emergence, alteration and anamtlof a tax obligation, as well as rules
and conditions for the fulfilment of a tax obligati shall be determined exclusively under
this Code.

77.3. Taxpayers shall be responsible for relevant dbligations from the moment that
obligations to pay tax arise in accordance withgitwvisions of tax legislation.

77.4. The tax obligation shall be completed indaling cases:
77.4.1. with payment of taxes;

77.4.2. with appearance of circumstance connectedpletion of tax obligation
pursuant to tax legislation;

77.4.3. with death of the taxpayer or his recognitas dead in accordance with civil
legislation of the Azerbaijan Republic. The progeex debts of the person who died
or recognized as dead shall be compensated fromwdthth the amount of his

property.

77.4.4. With liquidation of legal person- upon ttedculation of budget payments by
the liquidation commission in accordance with thee. (3, 15)

77.4.5. in the case of consideration nullified efjuirements of debtor-taxpayer

liquidated in a right set by the legislation of tRepublic of Azerbaijan, rejected by
the decision of the court.

Article 78. Fulfilment of tax obligations
78.1. Fulfilment of tax obligations shall be theypeent of payable tax amounts within the
established term. The fulfilment of tax liabilities obligatory regardless of the existence of
funds on taxpayer’s accounts or any property.

78.2. Fulfilment of tax obligations shall be implemted in the order established by this
Code.

78.3. Fulfilment of tax obligations shall be effedt directly by the taxpayer, unless
otherwise provided for in this Code

78.4. Fulfilment of tax obligations shall not besigmed to other persons.

Article 79. Fulfilment of tax obligations upon theliquidation of an enterprise (organization)



79.1. The tax obligations of a liquidated entempriserganization) shall be fulfilled by the
liquidation commission at the expense of the emigg{s (organization’s) monetary
resources, including income received from the gafleits property. Unless otherwise
provided for in this Article, the liquidation comssiion shall also fulfill the tax obligations of
the enterprise’s (organization’s) branches, andarsge divisions. The obligations of a
branch or separate division of the liquidated gmise (organization) shall be fulfilled
directly by that enterprise, or, upon the liquidatiof that enterprise, by the liquidation
commission of that enterprise.

79.2. If the liquidated enterprise’s (organizatg)nmonetary resources, including resources
received from the sale (for the purpose of thelluiént of tax obligations) of its property,
are not sufficient for the complete fulfilment slich enterprise’s (organization’s) tax
obligations, the remaining debt on the tax obligadi shall be paid by the founders of the
enterprise, if, pursuant to the law, regulationsthier foundation documents, the enterprise’s
founders are jointly responsible for its obligagoithe payment of debt obligations upon the
liquidation of a personal enterprise shall be gsponsibility of the owner of its property.

79.3. In the case of enterprise bankruptcy hisgalibns shall be fulfilled in order
established by the legislation.

Article 80. Fulfillment of tax obligations upon the reorganization of an enterprise
(organization)

80.1. The tax obligations of a reorganized entegp(brganization) shall be fulfilled by its
newly appointed successor (successors) in accozdaitit this article.

80.2. The fulfillment of a reorganized enterpristis obligations (liabilities) shall be vested
in its successor (successors), whether or not suctessor (successors) is (are) aware of the
factors or circumstances in the reorganized ensaisr non-fulfillment or improper
fulfillment of its obligations before the reorgaation has been completed.

80.3. Reorganization of an enterprise shall netr dtte term for payment of such enterprise’s
(organization’s) tax obligations by its successmcEessors).

80.4. An enterprise established as a result of @enef several enterprises (organizations)
shall be considered the successor with respechdotdx obligations of each of those
enterprises (organizations).

80.5. If an enterprise (organization) is split mpoi several enterprises (organizations), the
organizations (enterprises) established as a re$udtich split-up shall be considered the
successors with respect to the tax obligations@fivided enterprise (organization).

80.6. When there are several enterprises, the sliagach successor in the fulfilment of a
reorganized enterprise’s tax obligations shall le¢exnined according to the procedure
established by the relevant central executive aitib®

80.7. An enterprise established as a result ofiafean enterprise’s organizational-legal
status shall be considered the successor with cegpethe tax obligations of such
reorganized enterprise.



If reorganization, when one or more enterprisegdpoizations) are split off from an
enterprise (organization) is not directed in the-fdfilment of the reorganized enterprise’s
tax obligations, the enterprises (organizations)sptit off shall not be successors with
respect fulfilling the reorganized enterprise’sg@mization’s) tax obligations.

80.8. If one legal person is transformed into aepthe successor of the reorganized legal
person shall be a new legal person.

80.9. If one of number of legal persons are exaudem a legal entity the reorganized legal
entity shall not be considered a successor foptinposes of taxation, provided however that
this is not directed to non compliance of tax odfigns of this reorganized legal person.

Article 81. Fulfillment of the tax obligations of deceased, incompetent or missing physical
persons

80.1. The tax obligations of a deceased, incompe&temissing physical person, as well as
related interests and sanctions, shall be fulfibgchis heir (heirs) or successor (successors)
within the limits of the value of the property amdaccordance with such heir’'s (heirs’) or
successor's (successors’) share in that propertpfathe day that the inheritance was
received.

80.2. Where there is no heir (heirs) or successocdessors), the deceased person’s tax
liabilities and related interests and sanctiondl fleawritten off (annulled).

80.3. The tax liabilities of a physical person whaeemed, by a court decision, incompetent
or missing shall be paid for by the guardian oft therson at the expense of the relevant

property.

80.4. If the property of a physical person who ugycconsidered incompetent or missing is
not sufficient to pay for all his tax liabilitiegs well as interest and fines, such interest and
fines shall be debited by the relevant central ettee authorities in the manner stipulated in
Article 190 of this Code.

81.5. If the status of being incompetent or missgtgrminated, by a decision, with respect
to a physical person, such person’s tax liabilitieat were written off before shall be re-

established; no interest or fine shall, howeverabgessed for the period starting from the
date that the person began to be considered indentpar missing up to the date that the
status of being incompetent or missing was terrashat

Article 82. Procedure for calculation and payment btax by the taxpayer
82.1. Unless otherwise provided for in tax legisiat a taxpayer shall independently
calculate the tax amount payable during a tax adooy period on the basis of the taxable

base, the tax rate and tax exemptions.

82.2. The calculation of taxes payable in certaases stipulated in this Code or other
normative acts of tax legislation may be vested 8tate tax agency or tax agent.



82.3. Taxes shall be calculated in the manner kstialdl in this Code or other normative acts
of tax legislation with respect to the relevant tax

82.4. A tax amount which is payable within an elsshled term shall be paid (transferred) by
the taxpayer or person who is legally liable inesasstablished by legislation. (6)

Article 83. Calculation of taxes by tax authorities

83.1. Pursuant to this Code, assessment of a tdixnsban the entry of a tax amount payable
by a taxpayer for a specific tax period into thecamting records of the State tax service
authorities. Re-assessment of already assessamaunts by State tax authorities shall also
be deemed the assessment of taxes.

83.2. State tax service authorities shall, purstatttis Code, have the right to assess the tax
liability of each taxpayer according to one or mof¢he following sources:

83.2.1. data contained in taxpayers’ tax declanatmr returns;
83.2.2. information on payments pursuant to Arti€3eof this Code;
83.2.3. audit materials

83.2.4. any other information known to tax authesitfrom known sourcencluding
the similar data, stipulated under Article 67 oistiCode

83.3. The tax authority shall be entitled to reetddite taxes, interests and financial
sanctions, calculated by results of on-site andkidgsinspection, within 3 years upon the
end of the reporting period in accordance with 8ldi85.4 of this Code.

83.4. In the event that tax legislation does nquie tax payment with the submission of a
declaration, as well as in cases when the Stateatdiorities consider a previous tax
assessment to be erroneous, the tax authoritidlsasisass tax and send, within 5 days a tax
assessment notification to the taxpayer in accamlamith Article 84 of this Code. Tax
authorities may, before the end of the claim pestdulated in Article 85 of this Code,
assess a tax amount or make adjustments to a psfyicalculated tax amount.

83.5. In cases when this Code had established aimngnt of tax with submission of tax
return, the development of the return reflecting f@ayment application shall be the
notification on calculation and payment of such tax

83.6. When during taxation in accordance wtticles 5.0.1, 212.4 or 221.4.f this Code
the taxpayer did not submit the tax return andtaéixeauthority did not calculate the payable
tax amounts on the basis of other data pursuaptacedures of this Code it is considered
that the tax authority had calculated the annuabtaigations of the taxpayer at the volume
of tax withheld or paid from taxable baseceived by the taxpayer within a year, and
provided the notification on tax calculation to tagpayer.



83.7. If there is concrete information about a tqy’s intention to evade taxes by violating
jurisdiction, transferring fixed assets to anotherson or taking other steps to prevent the
withholding of a tax where taxes are not immediatehid, the State authorities shall be
entitled to assess tax before the date that itsiglly paid, provided that such action is
necessary to ensure withholding of the tax.

83.8. The taxpayer may, on the basis of the folhgnarguments, appeal to a court against
the assessment of a tax under the Article 83.7oftmwing reasons:

83.8.1. that the tax amount exceeds the amounstiaditbe paid ; or
83.8.2. that there is no reason for an early taessnent.

83.9. When it is not possible to determine the iprof taxpayer such profit shall be
calculated in accordance with rules establisheckelgyvant authority. (6, 9)

Article 84. Notification of the assessment of a tax

84.0. A taxpayer shall be served a notice aboutisessment of a tax. Such a notice shall
indicate the following:

84.0.1. the taxpayer’s name or the name of théyenti
84.0.2. the Taxpayer’s ID;
84.0.3. the date of notification;

84.0.4. the object that the notification relateana the tax year, or tax years, covered
by the notification;

84.0.5. the amount of the estimated tax and irnteres
84.0.6. a request for payment of the tax and tlyepat term;
84.0.7. the place and procedure for payment ofekie
84.0.8. the factor (factors) on which the tax assent was based,;
84.0.9. the procedure for lodging a complaint.

Article 85. Terms of tax obligations fulfillment and alteration of such terms

85.1. Terms of tax payments shall be established meiference to each tax. Alteration of
specified terms of tax payment maybe admitted onbn order stipulated by this Code.

85.2. Payment of taxes in violation of payment temll be resulted in payment of penalties
(percents) by the taxpayer in an order and subjegtovisions stipulated by this Code.



85.3. Terms of tax payments shall be defined bycddendar date or expiration of terms,
calculated by years, quarters, months, decadekswae® days and also by the event which
should arise or occur, or actions to be performed.

85.4. Tax authorities are entitled to calculatesaleulate taxes, penalties and financial
sanctions of the taxpayer within 3years after taation of taxable reporting period, to
impose calculated (recalculated) sums of taxesalpes and financial sanctions within 5
years after termination of taxable reporting period

85.5. A taxpayer has the right, within 3 years after &xpiration of the tax report period, to

demand calculation of taxes, interests and finansanctions incorrectly deducted, and,
within 5 years, demand re-calculation of the cadtetl amount and return or replacement of
the overpaid taxes, interests and financial samstio

85.6. Terms of fulfilment of tax obligations maye bextended for later periods, than
specified by this Code, in the following cases:

85.6.1. cause of damage to the taxpayer as a re$ulatural disaster or any other
force-majeure circumstances. In this event the dg&p shall submit to the relevant
tax authority the notes of the event occurred dadamount of damage incurred;

85.6.2. threat of bankruptcy as a result of taxpesam payment by him. In this case
the taxpayer shall submit the notes on debts aedits on the date of application
with indication of the cash money, funds on cur@néther accounts in national or
foreign currency, surnames of debtors and cred;tdfhl.

85.7. Alteration of terms of tax payments shall bet resulted in annulment of current
obligation and establishment of new tax obligation.

85.8. Terms of fulfillment of tax obligations cannoe extended if criminal proceedings
regarding violation of tax legislation are instédtagainst the taxpayer.

85.9. Extension of the terms of tax obligation iflifent shall be granted on the basis of
justified written application of the taxpayer sulted to tax authority, specifying that such
extension will be ensured by the taxpayer by resgeguarantee or suretppplication
shall be submitted before the payment period, &steddl by the type (types) of tax for the
relevant reporting period. Relevant tax authoribalt review the application within 30 days
and if required, decision is taken for extensionque

85.10. In the presence of grounds, stipulated byatfticle 85.6 of this Code, the terms of
fulfillment of tax obligations may be extended the period 1-9 months within tax yedy.
taxpayer shall not be calculated interests for thatiod.

85.11. The decision of respective executive povaetybon extension of fulfillment of tax
obligation shall specify the reference to the am@inax debt, type (type) of taxes, terms of
payment to be extended, terms and procedure of gratyrand also notes about guarantee or
surety.



In the event of staged implementation of tax ligbithin periods stipulated under Article
85.10 of this Code, the decision of tax authoritims extension of the period for
implementation of tax liability shall include theopedure on staged implementation of tax
liability

85.12. The decision about extension of terms ofdaligation fulfilment will be effective
from the day specified in this decision.

85.13. Consideration of the invalidity of contractaccordance with procedures stipulated
under legislation does not mean the cancellatiotheftax obligations of the taxpayer».

85.14. The extended period for execution of theokdigation is cancelled before the expiry
in following events:

85.14.1. in advance execution tax obligations leytéxpayer;
85.14.2. in cases stipulated in Article 85.8 o tGbde;

85.14.3. non-compliance with provisions of the sieadi of tax authority on extension
of the tax obligation execution period.

85.15. In cases stipulated under Article 85.14 to$ tCode, the tax authority, which has
taken the decision on termination of the extendsibg for tax obligation execution, shall
inform the taxpayer about it within 5 days. Thepayer within 30 days from the date of
receiving of information shall make the paymendetts and interest accrued to the amount
until the date of payment within 30 days.
85.16. The relevant tax authority shall each quareeriodically) inform the relevant
executive authority on the amount of tax obligatiaime period of which is extended. (6, 9,
14, 21)
Article 86. Places where taxes are paid

86.0. Taxes shall be paid at the following places:

86.0.1. the place indicated in the notice; or

86.0.2. at place of registration of the taxpayenlass otherwise stipulated by this
Code

86.0.3. withholding taxes,— by tax agencies atdbation of registration;

86.0.4. when no place is indicated in the relevant taxslagon, the place of
residence of the physical taxpayer, or the placectbity of a legal taxpayer.(6, 21)

Article 87. Refund of overpaid taxes, interests anéinancial sanctions



87.1. Where tax, interest or financial sanctiopagl in excess of the assessed tax amount,
such overpayments shall be:

87.1.1. shall be accounted at the balance of othees, interests, financial sanctions
and administrative penalties;

87.1.2. credited, with the taxpayer’s agreementhsexcess amount against the
taxpayer’s future tax liabilities;

87.2. If an excess tax amount, interest or findreaactions paid by a taxpayer is credited
against his/its other tax liabilitiesn their request a taxpayer is issued the extramnfthe
file and revision protocol, as well as once in agar within 20 days until the quarter end
he is sent the notification. Extract from the peaosheet or verification act shall not be
given for the period not covered by tax inspectionng preliminary investigation carried
out by the respective executive authority on caslesed to offences provided by Article 213
and 213-1 of the Criminal Code of the Azerbaijarpi#ic in accordance with Criminal
Procedure Code of the Azerbaijan Republic.

87.3. Unless otherwise provided for in this Co@éymd such excess amount to the taxpayer,
upon the taxpayer submitting a written applicatwithin 45 days.

87.4. Rules for the refund of overpaid taxes, gty and financial sanctions shall be
established by relevant executive authority.(6,114,

Article 88. Rules for the payment of tax arrears
88.0. Tax arrears payable to the Budget shall tipahe following order:
88.0.1. the amount of taxes assessed, subseqtrentlyhe date of formation;
88.0.2. the amount of interest assessed,;
88.0.3. the amount of financial sanctions asse$9d.
Article 89. Seizure of property
89.1. In the event that a tax- payer did not futfit/her tax obligation within the term
provided by this Code, his/ her property may berded as a method to ensure the payment
of his/her tax burden, interests calculated on t&e burden in connection with the non-
fulfilment of the same obligation, and of appli@abhancial sanctions.
Listing of state property, privatization of which mot allowed under the legislation of the
Azerbaijan Republic, as well as property of entesgs and facilities, privatization of which

is conducted under the decision of the relevantestexecutive authority shall be
implemented in order established by the relevaatestxecutive authority.



89.2. The seizure of property is the limitationtakpayer’'s rights to his property within
which he cannot manage the property and any useoamership over this property is
performed under the control of the tax authority.

89.3. In the event of non-payment by the taxpayer ofdébts on taxes, interests and
financial sanctions within terms specified in thetifications, as per Article 65.1 of this

Code, the tax authority is entitled to demand fribva taxpayer the submission to the tax
authority of information on assets in the form bgtthe relevant executive authority. For
delayed submission of information the taxpayerldbmliable in accordance with provisions

of this Code.

When the tax authority had enough reasons to tihiakthe taxpayer evadésm execution
of obligations on taxeghe tax authority sends the notification to thepayer requesting the
immediate payment @¢éx obligation

When the taxpayer doa®ot execute tax obligationss stipulated in paragraph of this
article the tax authority on the basis of motivatkgtision can implement the seizure of
taxpayer’s property.

The implementation of property seizure at nightetiffrom 20:00 P.M. to 8:00 A.M.) shall
not be allowed with exception of certain cases.

89.4. The seizure is implemented on the entire gantgpof a legal person and for natural
person it shall exclude the property, which carbeseized in accordance with legislation of
the Azerbaijan Republic.

89.5. Only property shall be confiscated that iguieed and sufficient for execution of tax
obligation, calculated interests and applied finmhcsanctions on tax debts due to non-
fulfillment of this obligation. The property shak suitable for sell/marketable and retaining
its commodity properties.

89.6. The seizure of property with considerationasticle 89.5. of this Code shall be
implemented in following order:

= monetary means in cash;

= the property that does not participate directlyproduction of goods, for example,
securities, foreign currency, non-production presjdight transport, design goods
for office premises.

= manufactured goods, as well as other material Bédganot involved and/or not
intended for direct production purposes;

= raw materials intended for production purposes ai as machinery, equipment,
buildings, facilities and other fixed assets;

= other property.

89.7. The seizure of property shall be implememi&sed on the resolution of the chief of tax
authority. The resolution shall indicate the nanfethe taxpayer and address where the
property is located.



89.8. The seizure of property shall be implemertedhe tax authority in the presence of
taxpayer, witnesses and experts, if necessary.

The tax authority implementing the seizure of propeoes not hold the right to refuse to
the taxpayer (his authorized representative) tigdaate in property seizure.

Persons who participate in seizure as witness@gresxas well as the taxpayer shall be made
aware of their rights and responsibilities.

89.9. Tax authority officials who perform the sezwf property shall submit to the taxpayer
(his representative) the decision on seizure opgnty by the chief of tax authority and
documents confirming their authority.

89.10. During the seizure tax authority officialsab develop a protocol on seizure of
property, list of the property seized shall becté to this protocol.

The seizure shall indicate the names, quantityividdal characteristics and if possible the
price of property. All goods to be seized shalldemonstrated to the witnesses and the
taxpayer (his representatives).

A taxpayer shall be warned by a tax authority abloistresponsibility under the legislation
of the Azerbaijan Republic for the violation of il@aions established in Article 89.2 and
89.11 hereof with respect to his registered propert

89.11. Deals on seized property made by the taxptyeugh violation of procedures
established by this article shall be deemed adithva

89.12. The decision on seizure of property shalelits force from the moment of its
cancellation in established order or executioregfliability.

89.13. Inventory of excise goods, not marked bisexabels or marked with forged excise
labels, shall be implemented as follows:

89.13.1. Inventory of excise goods not marked eitise labels, or marked with
forged excise labels, is a limitation of the rigbfghe taxpayer on these goods, under
which the taxpayer does not hold the rights on aship, use, disposition of said
products.

89.13.2. In the event of reveal of storage or sdlexcise products not marked with
excise labels or marked with forged excise lab&lsd alcohol, beer, all types of
alcoholic beverages and tobacco products), theltqtantity, quantity of excide

goods, not marked with excise marks or marked ¥atiged excise marks (food
alcohol, beer, all types of alcoholic beverages d@ntlacco products), shall be
documented with act of relevant form, approvedhgyrelevant executive authority,
indicating the requisites of legal entities and urat person, engaged in

entrepreneur activities, as well as their authodzepresentatives, act is verified by
signatures of representatives of tax authorityweadl as responsible authority of the
facility and witnesses. The taxpayer or his authedli representative may write their
comments on the act, refuse to sign the act widvaat notes made on this act.



89.13.3. The list of excise goods, not marked wibise labels or marked with
forged excise labels (food alcohol, beer, all typéslcohol beverages and tobacco
products), in accordance with relevant form appivgy the relevant executive
authority. The list contains the information on regndistinguishing properties,

origin, purchasing and sell prices of these goaamne of the tax authority, first,
middle and last names of authorized officers, perfiog the listing, data and

location of listing, data on the taxpayer or hispresentative, information on

observers and invited experts.

89.13.4. Origin, purchasing and sell prices of sgcgoods, not marked by excise
labels or marked by forged excise labels (food fabtobeer, all types of alcoholic
beverages and tobacco products) are determinedhley primary documents or
explanatory note received from the managemenin(bis absence-from seller).

89.13.5. On state official, involved in adminisivat violations, stipulated by the
Code of the Azerbaijan Republic on Administrativelafions, protocol shall be
made in accordance with specified Code.

89.13.6. Copies of made act, listings and protoshlll be passed to official.

89.13.7. Representative of tax authority, implemegrthe listing of excise goods, not
marked with excise labels or marked with forgedsextabels, is not authorized to
prohibit the taxpayer or his representative to papate in listing the products.

89.13.8. Representative of tax authority, implemgrthe listing of excise goods, not
marked with excise labels or marked with forgedisexdabels, within the listing

process of these goods shall explain to the taxparykis representative their rights
and responsibilities.

89.14. The leaving of listed products at taxpayegsponsible storage shall be implemented
as follows:

89.14.1. Listed products are left for responsilierage of the taxpayer or in the
event of his consent at locations, determined bthaized officials of the tax
authority.

89.14.2. Deals made by the taxpayer with violatbthese rules shall not be deemed
valid in accordance with procedures, stipulated emiegislation.

89.14.3. In the event of refusal of the taxpayeadeept the products for responsible
storage or in the event of absence of appropriaied@ions for the taxpayer for
storage of products, actions performed with pap@tion of authorized
representative (representatives) of the tax autiptaxpayer (or his representative),
two observers and authorized representative of fdmlity, shall be made by
protocol, goods are packaged at the same localmecked and withdrawn from the
facility for responsible storage by other taxpagerauthorized offices, designated by
the tax authority.



89.14.4. The protocol on withdraw of goods from fheility shall include the
following:

89.14.4.1. position, first, middle and last namédhe person, who made the
protocol;

89.14.4.2. date and place of protocol;
89.14.4.3. information on person from whom prodacéswithdrawn;

89.14.4.4. information on observers participatingridg the development of
protocol;

89.14.4.5. information on listing and quality oftdrawn products.

89.14.5. Protocol on withdrawal of products is fgnby tax authority officers, as
well as the taxpayer (or his representative), remspole person of the facility and
observers. In the event if the taxpayer or his espntative refuse to sign the
protocol, relevant notes shall be made in this pcot.

89.14.6. Before the review of the case on admatise violation confiscated
products are handed for responsible storage by dtier taxpayer or authorized
representative designated by the tax authority.

89.14.7. During handover of confiscated productsrésponsible storage and by the
taxpayer, he shall be warned on liability in accande with procedures stipulated
under the legislation for allowance of their lossg, replacement or hiding.

89.14.8. The made acts and protocols shall be densd in accordance with this
Code and Code of the Azerbaijan Republic on Adinatige Violations.

89.15. Inventory of state property, privatizatiohwhich is prohibited by the legislation of
the Azerbaijan Republic, as well as the propertyhef taxpayers, privatization of which is
conducted with resolution of the executive autlgordut the decision on privatization of
which is not taken or privatization is not comptgtshall be conducted based on the permit
of the relevant executive authority.

The tax authority, within 15 days from the datésstiance of the resolution on collection by
banks and other credit organization to the stateldmi of debts, interests an applied
financial sanctions on taxes, shall officially appbd the relevant executive authority with the
purpose of notification of consent for inventorypobperty specified in this Article. In the

event of issuance of permit for inventory of prépexithin one month, the inventory is

performed by the tax authority in accordance witbgedures stipulated under this Code.

89.16. During the listing the taxpayer funds sllpaid to relevant state deposit account no later
than within one business day from the date oilistifax authority submits to taxpayer the copy of
the document verifying the payment of funds to sieda listing of jewels, made of gold, silver and
pearl, those shall be packaged, sealed and sulimitte responsible storage of the taxpayer (or



legal and/or authorized representative) or othertpalefined by the tax authority.(6, 9, 11, 13, 14,
21)

Article 90. Procedure on tax exemption by taxpayes property

90.1. If the taxpayer fails to fulfill his tax ofghtions within30 days upon the seizure of
property, the tax authority in order to provide #hecution of tax obligation may appeal to
the court for approval on selling the seized proper necessary quantities on the special
auction.

If working life of the seized property expires befthe expiration of the period, specified in
the present article, the tax authority will be dietil to apply to court.

90.2. The court shall review the application of tae authority, indicated in article 90.1 of
this Code in accordance with procedure of the @wade of the Azerbaijan Republic.

90.3. Calculation of interest on the debt satistigda court judgment after the entering into
effect the court judgment on the sale of the regest property of a taxpayer in a specialized
open auction (hereinafter «the Auction») by a sple@d organization (hereinafter «the
Auction organizer») established at the commodigharge shall be stopped and payment of
tax arrears to the state budget is provided by officcer of the court, having regard to
positions of the article 90.4 of the following Code

Proper authority of executive power, submits qudytemformation on facilities got from the
sale on an auction of the inventorized propertythaf taxpayer, to the proper authority of
executive power.

Registered property of a taxpayer with the purpo$eselling at an auction shall be
evaluated by an appraiser in accordance with thevlaf the Azerbaijan Republic «On
Valuation activity», with the exception of casesewttontrolled prices according to the
legislation are applied

An appraiser during 10 (ten) days after the recapthe acts of execution, given out on
foundation of court decisions shall be appointedhi@ order established by court officer in
accordance with the legislation. Services of th@rajser shall be paid by the taxpayer
according to decision of court.

Such property shall be sold in the following order:
90.3.1. Property sale at auction — the unconditisse of the inventoried property
of the taxpayer on the basis of effective courisige. In this the buyer, proposing

the highest price shall receiver the right of owsteép on property.

90.3.2. Specialized entity performs as organizeraattion. Specialized entity
performs the auction on the basis of applicatiocairt officer.

90.3.3. Following documents should be attachetieécapplication of court officer:



90.3.3.1. the effective court decision on sale afpayer's property at
auction;

90.3.3.2. execution documents on start of executgsued in accordance
with court’s decision;

90.3.3.3. information on starting sale price of fireperty;

90.3.3.4. number of bank account, to which fundsfsales of property shall
be transferred;

90.3.3.5. copy of the Act made by the court officearrest of property;

90.3.3.6. during sells of real estate, documentghis property required in
accordance with legislation;

90.3.3.7. in the event of sells of separate strectd- copies of documents,
verifying the right to use the land site or rightawnership of this land site,
at which the structure is located,;

90.3.3.8. in the event of sell of long term leasepy of the agreement and
copy of the document verifying the state registratof this agreement in
cases, stipulated under the legislation;

90.3.3.9. in the event of sell of rights on fagilitith incomplete construction
— copy of the decision on allotment of additiorzadd site and construction
permit document.

If the expiry period of the inventoried propertyless than 60 days upon the effective date of
the court decision or if it is a food product, tbaurt officer shall submit the document to the
auction organizer within 3 days.
90.3.4. Upon receiving of documents stipulated itick 90.3.3 of this Code, the
auction organizer no later than within 30 days, dadthe fast expiry date and sell of
foodstuff property, as well as food and non-fooddpicts being under risk of
spoilage no later than 7 days before the auctiote ddnall publish announcement in
mass media on auctioned property.
90.3.5. The announcement shall contain the follgvmfiormation:
90.3.5.1. the list of property being sold by eauth Ibcation;
90.3.5.2. the start sell price of each propertyaatordance with the list;

90.3.5.3. day, deadline and place of acceptancepplications and other
documents for participation in the auction;

90.3.5.4. information on property owner;



90.3.5.5. amount of down payment, calculated aefgnt of starting sale
price of real estate, at the volume of 10 percdnthe starting sell price of
movable property, and bank account to which thengayt shall be made;

90.3.5.6. bank accounts to which payments for ptgpeales shall be
transferred, and amount of funds which will be sfamred to these accounts;

90.3.5.7. date, time and place of auction, contelefophone number;

90.3.5.8. name of the auction organizer, addregstact telephone and other
requisites.

90.3.6. From the moment of publication of inforroatipersons, who obtained the
right to participate in auction in accordance witbgislation, shall be allowed to

check the property taken on auction. Upon the cloétke property, persons allowed
to the auction within 5 days before the auctionlisbiabmit to the auction organizer

in writing their final decision on whether to parippate in the auction.

90.3.7. In the auction can patrticipate the persombp applied to participate, who
prepared the documents required within the requitimdleframe indicated in the
announcement, as well as persons who providedrtheef down payment transfer
to the bank account shown in the announcement.

90.3.8. Application for participation in the auatip signed by person or his
authorized representative (additionally verified liye seal of legal entity), in
accordance with sample established by the custshmdt be submitted to the auction
organizer with following documents attached todpelication:

90.3.8.1. document verifying the transfer of dowaynpent to the bank
account indicated in the announcement;

90.3.8.2. for natural persons — notary approvedycop the identification
document;

90.3.8.3. for legal entities and (or) individual tepreneurs— notary
approved copy of certificate of taxpayer registoati

90.3.9. Persons are not allowed to the auctionoifofving circumstances are
established by the auction organizer:

90.3.9.1. re-organization, liquidation or bankruptof legal entities;
90.3.9.2. inaccuracy of information submitted by person;
90.3.9.3. documents are submitted upon the expittyecapplication period,;

90.3.9.4. the application is submitted by the perseithout relevant
authority;



90.3.9.5. not all documents indicated in the lisg¢ aubmitted, or submitted
documents have not been prepared in complying order

90.3.10. Auction organizer refuses to accept thmudeents with indication of causes.
Documents of persons, application and documentghath have not been accepted,
with written indication of causes of refusal shb# returned within the following
business day.

90.3.11. Persons submit to the auction organizer dpplication to participate in
auction and attached documents, as well as 2 copfeshe list of submitted
documentation.

Each application and attached documents shall lggstered by the auction organizer in
dedicated log maintained in sequential manner withcated date and time of application.

Auction organizer returns to the declarant one copyhe list of submitted documents with
indication of the date and time of application sugsion, as well as number in registration

log.

90.3.12. Auction participants are provided with tieket indicating their number in
the auction.

90.3.13. The person shall be entitled to re-cadl application before the end of
application acceptance period. For this he shalplgpto the auction organizer in
writing.

In the application acceptant log relevant notes amade to indicate the re-call of the
application for participation in the auction.

In accordance with provisions of auction, persomd)o re-called their applications at
auction, shall be reimbursed for the down payment.

90.3.14. The decision of the auction organizer Hova in auction the persons,
applied to participate in the auction, shall be doented by the protocol. In this
protocol shall be indicated the surnames of persapglication of which have been
accepted or rejected. Motivations of rejectiongygplications shall be communicated
to persons in writing.

Relevant persons gain the status of auction pgdici upon the signing of protocol on
acceptance of applications.

90.3.15. Auction organizer shall take all necessapasures for appropriate filing of
all submitted applications and attached documents.

90.3.16. Auction organizer:

90.3.16.1. provide the organization and conducaftion;



90.3.16.2. verified the fact of implemented oringilemented sale;

90.3.16.3. Suspends the auction, in the eventisihgrof disputes during the
auction, until the dispute resolution. If dispui@noot be resolved, declares
the auction abortive;

90.3.16.4. make the protocol on results of auctand submits to the
customer for approval;

90.3.17. Auction is held in following order:

90.3.17.1. Starting price is announced for the prtyp being sold. During the
announcement of starting price or sale price insezh upon raise, persons,
participating in the auction raise their ticketspegssing the agreement to
purchase the property at the announced price;

90.3.17.2. The auction principal announces every pgce three times. If the
number of auction participants, who agree to pusshahe property at
announced sale price is two or more, these priasalated by customers by
raise. If only one customer agrees to purchaseptperty at the announced
sale prices, such customer is considered the wimfieauction. In this the
auction principal informs on sell of property, isell prices and winner’s
ticket number.

90.3.17.3. If after 3 time announcement of starialg price or reduced price
on following auction on property none of the papants does not raise the
ticket, auction is considered abortive

90.3.17.4. If first auction was abortive or theesalf listed property was not
conducted separately, 10 days before each audiiembnouncement shall be
made in the mass media, as per article 90.3.5. €orgd auction the price

can be reduced by 10 percent, with reduction by2® 40 percent at third

and fourth auction relatively, below the startingcge of the unsold property

or unsold separate part along the list.

90.3.17.5. in this the period between the secortl reext auction shall not
exceed 10 days, and in the event of expiry (orrgxpithin this period) the
timeframe between the auctions shall not exceea/8;d

90.3.17.6. it is prohibited to submit to the austibe foodstuffs with expired
period. If such property in accordance with legiga is suitable for animal

forage, it shall be re-evaluated within 5 days asudd in accordance with
procedures stipulated under legislation;

90.3.17.7. Upon the end of auction the auction niger shall made the
protocol on results of auction in two original cepiand in accordance with
legislation the sale and purchasing agreementgseil between the customer
and buyer;



90.3.17.8. protocol is signed by the winner or hepresentative, in two
copies. The protocol contains brief information @rstomer and winner, list
of sold property and sale price, bank account tactvlihe sale price will be
paid, receiving of down payment made by the wirofeauction within its

obligations under the signed protocol, as well atheo rights and

responsibilities of parties. Auction winner and &oic organizer shall sign
the protocol at the completion day of auction. $dymprotocol shall be
submitted to the seller no later than within 3 dal/se sale and purchasing
contract indicated the name of facility (listing)rice of its purchasing,
customer and winner information as well as othetada accordance with
legislation. The Contract shall be signed within&ys from the signing date
of protocaol.

90.3.17.9. if the winner denies to sign the protenade in accordance with
legislation, the down payment is not reimbursede TQustomer denying to
sign the protocol, shall return to winner the tviimés value of down payment,
as well as compensate the losses incurred as dtre§iparticipation in
auction. The size of loss is determined by theeagent between the customer
and winner. If parties could not reach the agreememount of loss in
determined by the court on the basis of applicabiprone of the parties;

90.3.17.10. If auction was abortive the down payme&mot returned. The
down payment of parties participating in the auctlout not winning it shall
be returned within 5 banking days;

90.3.17.11. if auction was abortive the auction amiger shall develop a
protocol.

90.3.18. Information on results of auction withis dalendar days from the date of
auction shall be published in mass media, whereotiganizer has announced the
holding of auction.

90.3.18. No later than within five banking daysniraghe moment of agreement
between the winner of auction and customer, fuadsetpaid by the auction winner
shall be transferred to the bank account indicateg the seller. The auction
organizer shall submit to the customer the documdéimat verify costs associated
with implementation of auction.

90.3.18. Upon the submission of payment documemtu(dents), verifying the
complete payment of the value of property (or ¢ertat) the right of ownership on
property (lot) is transferred to the winner of aioct

90.3.18. Officials of of justice authorities, indlng officers of court, tax authorities
and auction organizer are not entitled to partidipalirectly or indirectly in the role
of buyers during sales of listed property at opeantmsn.

90.4. Amounts received from selling of seized propshall be directed first to compensate
the costs on application of measures for collecéiod sell of property and then for payment



of tax, interest and financial sanction amountse Témaining part of asseinot any new
taxpayer debts have been formelall be returned to the taxpayer within 3 bagldays.

If funds obtained from sell of property are notfigignt for payment of debts to state budget
on taxes, interest and financial sanctions or prop&as not sold in auction in accordance

with procedures of legislation by a court officeittwthe purpose of providing of payment of

debts to the state budget , the other propertyheftaxpayers at the volume of balance of
debts can be confiscated in accordance with prousof legislation.

90.5. Provisions of this article shall be also agpfor tax agents.

90.6. The officials and other employees of tax arities are not allowed to participades
buyersin auctions neither directly nor through theirnegentatives.

Article 91. Liabilities of the Purchaser of Assetwith Respect to Unpaid Taxes

If a taxpayer’s tax liabilities remain unpaid aftiére seizure of property, a person that
purchased a taxpayer’s assets in the course gbenatton which is not deemed an operation
between interrelated persons and was conductedglarithree-year period preceding the
date that the arrest was implemented, shall belyoresponsible for tax payment in the
amount that remains after the deduction of any amsopaid by such person for the purchase
of said assets.

Article 92. Responsibility for the withholding of tax at the source of payment
Physical and legal persons that pay income withatitholding tax on income (profit) at the
source of payment shall bear responsibility, inoagance with the provisions of this Code,
for the taxes not withheld or paid to the budget.

Article 93. Writing off bad tax debts

93.1. Bad tax debts shall be written off by the &athorities, upon a decision of relevant
financial authorities, when:

93.1.1. the time to demand tax payment or the ferrfodging a claim regarding tax
violation has passed,;

93.1.2. the tax liability has been annulled pursuarthis Code or other legislative
acts;

93.2. In other cases amounts of debts on taxemests and financial sanctiorecognised
as bad debts by the court judgemeshiall be written off in accordance with existing
legislation. (21)

Article 94. Responsibility to prove

94.0. The responsibility to prove the errors incaidtion of taxes in cases stipulated by this
Code shall be laid upon:



94.0.1. tax authorities- if error is made by theptayer,

94.0.2. taxpayer- if error is made by the tax artho

Special Section

Chapter VIII. Income tax from natural persons

Article 95. Taxpayers
Payers of income tax shall be resident and nomleasinatural persons.

Article 96. Taxable Base
96.1. The taxable base with respect to the persowcaime tax of residents shall be the
taxable income determined as the difference betweein gross income for tax year and
expenses (or deductions) stipulated by this Codehfe period.
If tax is withheld at payment source the taxableebshall be the taxable income.
96.2. A non-resident taxpayer engaged in actintyhie Republic of Azerbaijan through a
permanent establishment should be a payer of indamevith regard to taxable income
connected with the permanent establishment.
Taxable income shall be a difference between grussme generated in a specific period
from Azerbaijani sources with regard to the permarestablishment and the amount of
expenses with respect to the generation of samhiecduring that period.
96.3. Non-resident’'s gross income not stipulatedParagraph 96.2 of this Article, but
stipulated in article 125 of this Code, shall béjeat to taxation at the source of payment
without consideration of amounts deducted from ineo
96.4. A non-resident physical person receiving @ymlent income or income from the
transfer of property shall be a payer of income wath regard to gross income for the
calendar year from a source in the Republic of Bagan, reduced by the amount that are
attributable to the income for that period, stipetbby this Code.

Article 97. Income

97.1. Income of a resident shall consist of incayaeerated in and outside the Republic of
Azerbaijan.

97.2. Income of a non-resident shall consist obime generated from the sources in the
Republic of Azerbaijan.

97.3. Income shall cover:

97.3.1. income received as the result of employment



97.3.2. income from activity which is not (connettith) employment;
97.3.3. all other kinds of income except for tavempt income.
Article 98. Income received as the result of emplagent

98.1. Any payments or benefits received by a playgperson from employment, including
those received as pension, or otherwise, fromdah@adr work-place, or income received by
such physical person from future employment shallifcome received in the form of
salaries and wages.

98.2. For the purposes of Article 98.1. of this €otthe amount of benefit shall be equal to
the amount indicated below less any expenses ofoge® incurred with respect to such
benefit:

98.2.1. in the event of loans granted to the nhpeeson at the interest rate which is
lower than the inter-bank credit market interese ra- the difference between the
amount to be paid at the market rate of inter-benadit trade for such loans, and
amount to be paid in accordance with lower rates;

98.2.2. in the event of the sale of goods, wor&syises or gratuitous transfer thereof
by an employer to his employee - the fair markdueeaof these goods, works,
services;

98.2.3. in the event of reimbursement of expenseantemployee - the amount of
reimbursement;

98.2.4. in the event of writing off of the emploiealebt or obligation to his
employer - the amount of such debt or obligation;

98.2.5. 98.2.5. Insurance premiums paid by Employer

98.2.6. in any other case - unless otherwise stipdlin instructions, the market
value of a benefit pursuant to Article 14 of thisde.

98.3. Reimbursement of actual travel allowan@ey] also daily allowances paid to the
members of deck crew instead of travel allowantesea transport, fixed by the respective
executive power body other expenses, shall not be included in income.

98.4. The amounts and costs stipulated in Artide2 Df this Code shall include excise,
value added tax and any other tax which is sultgepiyment by employer in relation to the
Contract value.

98.5. The income received by employer as the redutbsts stipulated in article 109.3 of
this Code shall not be a taxable income. (3, 9, 14)

Article 99. Income from activity that is not connet¢ed with employment



99.1. Income from activity that is not connectedhmemployment shall consist of incomes
from entrepreneurial and non-entrepreneurial agtivi

99.2. Income from entrepreneurial activity, inclugti

99.2.1. income from the realization of assets dsethe purposes of entrepreneurial
activity;

99.2.2. income received due to the restrictionrmfepreneurial activity or agreement
to its closing;

99.2.3. amounts that are received from the re#dizaif fixed assets and which are
included in income pursuant to Article 114.7. aétBGode;

99.2.4. expenses reimbursed, deducted from incaterding to Article 141 of this
Code or from decrease of resources;

99.3. Income from non-entrepreneurial activity lirng:
99.3.1. interest income;
99.3.2. dividends;
99.3.3. income from the lease of property;
99.3.4. royalty;

99.3.5. amount of taxpayer’s written-off debt, eptcehose included in article 98.2.4.
of this Code;

99.3.6. gains received from the sale of assetsised for entrepreneurial activity;

99.3.7. amount of presents and heritage receivedlendar year, with exception of
those specified in article 98.2.2. of this Code;

99.3.8. any other income that indicates the ineezsthe net price of taxpayer’s
assets(in the event of submission or calculation of anzation for the taxation
purposes} other than salaries and wages.

99.3.9. Difference between insurance premiums fmitife insurance and insurance
payments.

Article 100. Adjustment of income
Dividends, interests, leasing fees and royalty Wdrich the withholding tax is applied in the

Azerbaijan Republic in accordance with Articles 1223 and 124 of this Code, shall be deducted
from the profits.(21)



Article 101. Income tax rates

101.1. The monthly income shall be taxed at folloywates:

Table 1
\Amount of monthly taxable income |Amount of tax
Up to 2000 manats 14 percent
Over 2000 manats 280 Manats +330% of the amount exceedi
2000 manats

Income tax from the incomes of natural personskuagrunder contracts in two or more
places, shall be calculated separately from the @mgaid by each employer, and paid to
the state budget.

Income tax of natural persons, subject to withhwdditax in accordance with Articles
150.1.1, 150.1.2, 150.1.3 and 150.1.70f this Cdud#l He calculated in accordance with
table 1, stipulated under this Article and paidie state budget.

101.2. Theannualincomeon non-entrepreneurial activityhall be taxed at following rates:

Table 2
/Amount of taxable annual income Tax amount
Up to 24000 manats 14 percent
Over 24000 Manats 3360 Manats +330 of the amount exceedi
24000 manats

(3,9, 14, 21)

101.3. From the physical persons carrying out gmieaeurial activity without creating a
legal entity, tax is withheld at the rate of 20 qant of the taxable profits.

Article 102. Exemptions and privileges on income ta
102.1. The following income of physical personslishat be subject to income tax:

102.1.1. wages obtained abroad by employees obrdgtic services, assigned to
work in foreign states within rotation program, amg officers of the diplomatic

service, engaged in administrative and technicalises, income from official

employment, received by employees of diplomaticcamdular services, which are
not the citizens of Azerbaijan;

102.1.2. income from the work-place of a perseho is not a resident of the
Azerbaijan Republic if this income is paid by an employer or in the@me of an



employer who is not a resident of the Republic aemaijan and is not paid by a
permanent establishment of a non-resident;

102.1.3. income received as gift, moneyed assisfahomp-sum grantand
inheritance in calendar year:

102.1.3.1. Part of the value of gifts, moneyedstasce, lump-sum grant for
the payment of education and medical treatmentdeesunting to up to 1000
manats, part of the value of the moneyed assistdneg-sum grant for the
payment of medical treatment abroad amounting upO@0 manats, part of
the value of succession amounting up to 20000 rsanat

Persons, who received payments for education oricaktteatment services, such
privilege is provided only in cases, when they sulatevant documents, verifying
the payments of these amounts as appropriate;

102.1.3.2. in the event that a qift or inheritansereceived from family
members of the taxpayer- the entire value of sifth g

102.1.4. With the exception of allowances paidannection with the temporary loss
of ability to work (earning capacity), governmentlowances, irreplaceable
government transfers, government pensions, governamg allowances, in case of
termination of labor contract due to reduction bétnumber of employees and staff,
allowances paid to employees in accordance withoLabode of the Azerbaijan
Republic, as well as one-time individual paymemtsnoneyed assistances from the
resources of the State Budget based on the LawieoRAzerbaijan Republic and
decisions of the appropriate government authorities

102.1.5. alimony;

102.1.6. If monthly income of the physical persateived in relation with
employment on the main place of work (at the pladeere labor record is
maintained is up to 200 manats, then the part in the amofiit minimum salary, if
annual income is up to 2400 manats, then in theusanof 12 minimum salaries

102.1.7. income from the realization of movablegtale assets, except for precious
stones and metals, precious stone and metal pgyding art works, antique items as
well as property which is used in the entrepreraactivity of a taxpayer.

102.1.8. funds paid by money or in kind in the ewvei insurance case for
compensation of damage to the life of an insuretit@meficiary, as well as damages
to his property and property interests, and alsotgbes of mandatory and voluntary
medical insurance premiums paid by employer, insceapremiums paid by
employer to insurers of the Azerbaijan Republicacoumulative life insurance and
pension insurance under contract concluded forles$ than-33 years, any amounts
paid to the insured and beneficiary afteB%ears term from the moment of entering
the accumulative life insurance and pension insoeatontract into effect.



102.1.9. income from the realization of immovabtepgerty which was the place of
residence of a taxpayer for not less than 3 years;

102.1.10. compensation payments related to the ensgpion of losses caused,;
102.1.11. income received directly from productdmgricultural products;

102.1.12. income of physical persons from crafdpation of copper, tin and pottery
products, house appliances, gardening instrumaatgnal music instruments, toys,
souvenirs, house appliances made of reeds and tastdved in embroidery and
production of house appliances from wood,;

102.1.13. the amount of wins received from lotteriefficially registered by
respective executive power bpdg well as obligations of the internal state wirgnin
bonds

102.1.14. Compensation payment to natural persons:

102.1.14.1. the amount of additional payments kipd under the

legislation, as well as daily travelling expenseympents to the crews of
marine transport, established by the relevant etteeuauthority instead of
daily travelling expenses to the workers, which ahk@ays on road during

business hours, or their work at field site andidfierganizations;

102.1.14.2. amounts of travelling expenses stipdlainder legislation (daily
food allowance, utility and transportation costs);

102.1.14.3. amounts of expenditure, paid in accocdawith procedures
approved by the legislation at the expense of thmpl@yer for medical
examination of employees involved in difficult, Itteadeteriorating and
hazardous areas;

102.1.14.4. the amount of free of charge treatmaitkt and other equivalent
products provided to employees, engaged in are#ls v@alth deteriorating,
heavy work conditions and underground work, as aglthe value of special
cloth, shoes and other personal protection equigmssued to the employees
within required time and required assortment;

102.1.14.5. amounts of allowances paid by the prises and organization
to students, master of sciences, directed to redé® education out of work;

102.1.14.6. lump sum aid provided on the basis egfisibns of relevant
executive authorities, as well as foreign stated ather organizations due to
natural disasters and other emergency circumstgnces

102.1.14.7. amounts of compensation paid to dofworthe blood;

102.1.14.8. payment for the diving job;



102.1.14.9. financial aid, paid by public entitiebarity societies and funds;

102.1.14.10. All types of payments to military gemwen, prosecutor office
employees, associates of law-enforcement agenciesl a&pecial
telecommunications services, having special rank{mgth exception of
official payments and for military (special) rangs),as well as all types of
wages and other financial payments to persons aatipg with investigation
authorities, intelligence and counter-intelligerssyvices;

102.1.14.11. Amount of allowance paid by the engplay accordance with
legislation of due to call of the employee for tarly and alternative service;

102.1.15. the complete value of prizes receivegoasls on competitions and
tournaments. The value of monetary prizes receieed international
competitions and tournaments - up4@00 manatsand for those received in
in-country competitions and tournaments- ug® manats

102.1.16. Lump sum, paid as a result of voluntatyrement of the state employee
reaching pensionable age;

102.1.17. Monthly allowance to official salary betmembers of Milli Mejlis of the
Azerbaijan Republic for compensation of costs eslatvith implementation of
delegation authorities and monthly allowance tdcwdf salaries of the officials of
executive power authorities of the Azerbaijan Ré&puappointed to positions by the
decisions of relevant executive authority, as welbther state authorities (agencies)
for compensation of representation costs, relatéd implementation of their duties.

102.2. The monthly taxable income from any typeswiployment shall be reduced by the
amount 0400 manatgor following persons:

102.2.1. National Heroes of the Azerbaijan Republic

102.2.2. Heroes of the Soviet Union and Social kabo

102.2.3. persons awarded with all three degre#sedfionorary Order;
102.2.4. disabled people of disability groups | #nd

102.2.5. widowed wives (husbands) of war participamho were killed at war or
died later;

102.2.6. income of persons who were awarded owrleiismedals for heroic labor in
the home front during the years of 1941-1945.

102.2.7. persons who received the status of waerae$ in accordance with
legislation;



102.2.8. persons who acquired radiation and raxfiagickness or had these diseases
as a result of accidents at Chernobyl AES, radiatiocidents in civil or military
atomic facilities, as well as tests, training drestwork related to any kind of nuclear
facilities (installations) and nuclear weapons apdce technology;

102.3. The monthly taxable income of disabled peapll and Il groups (except for veterans
of war), persons under age of 18 with limited levels of tetbm any type employment
shall be reduced by the amountl®0 manats

102.4. The taxable income of the following persmsn employment shall be reduced by
the amount equal 85 manats

102.4.1. parents of war participants who were d#ilé war or died later, including
parents and wives (husbands) of people in stateiceewho died during the
performance of their duties. Such privilege shallgnanted to the wives (husbands)
of these persons, provided that they have not ethagain;

102.4.2. parents and wives (husbands), includiniglreim living together with them,
of persons who were killed as a result of the ir@stion of Soviet troops on January
20, 1990 and during the protection of the integoitythe territory of the Republic of
Azerbaijan. Such privilege shall be given to theesi (husbands) of these persons,
provided that they have not married again;

102.4.3. military officials involved in the trairgnand test gatherings and military
servicemen who were sent to Afghanistan and otbentcies where war operations
were conducted,;

102.4.4. any of the parents (according to their adetision), wife (husband),
guardian or patron taking care aftchild with limited level of healtivith whom they

live together, who need a permanent care and wlam imvalid from childhood or
belongs to the 1st group of disability;

102.4.5. displaced people and persons of simiusiThis privilege in accordance
with housing legislation or civil legislation deais not applicable to persons,
residing permanently as a result of obtaining afspaal dwelling space.

102.5. The taxable monthly income of a spouse gaon three persons, to include pupils
and students under the age of 23, shall be redugeh amount equivalent 20 manatsof
such spouse.

This rule shall be valid for children until the enfithe year they reach the age of 18, for
students — age of 23, or in the event a of deatthitddiren or persons under patronage.

The taxable income of physical persons shall beiged beginning from the year when
children are born or when patronage starts.

When the number of persons under patronage le¢erospt in the case of death) during a
year the deduction of an amount for the supportpefsons under patronage shall be



terminated starting from the month following the ntio in which the number of such
persons lessened.

102.6. The following shall not be persons underqrege:

102.6.1. persons who receive a scholarship, penamhunemployment grant (other
than children);

102.6.2. persons who are on state maintenancee(gsidf technical colleges,
children maintained in nurseries and kindergartens)

102.6.3. students of special schools and childramtained at boarding schools for
whose maintenance guardians are not charged, dsawalhildren maintained at
boarding schools attached to state maintained $£hoo

102.7. If a physical person has several groundshiright to privilege in accordance with
articles 102.2, 102.3 and 102.4 of this Code swisgn shall be entitled to one of these
privileges which is greater in amount.

102.8. During calculation of tax levied from thdasg, a physical person’s right to tax
privileges stipulated in this Article shall arispam the submission of documents determined
by the relevant central executive authorities & Republic of Azerbaijan and shall be
exercisecht the main place of work (at the place where dablor record is maintained{l,
3,8,9,11, 12, 14, 16, 17, 21, 22, 23)

Chapter | X. Profit tax from legal persons

Article 103. Taxpayers

103.1. Resident and non-resident enterprises irAtteebaijan Republic shall be payers of
profit tax.

103.2. Any foreign person who is not a physicakparshall be treated as an enterprise for
the purposes of this Article, unless it proves thathould be treated as a joint ownership
pursuant to Article 137 of this Code.

103.3. Provisions of Articles 103.1 and 103.2 adb t@ode shall not be applied for the
purposes of Article 13.2.39.3. of this Code.

Article 104. Taxable Base
104.1. The profit of a resident-enterprise shallab@xable base. Profit shall be defined as
difference betweeall incomesof a taxpayer (except for the income that is exefnguh tax)

and expenses (deductions) stipulated in ChaptdrtiiCode from the income.

104.2. A non-resident enterprise operating in thepublic of Azerbaijan through its
permanent establishment shall pay tax on its proét on gross income generated from



Azeri sources in relationship with the permanemldshment less the amount of expenses
incurred with respect to such income as outlineithis Code.

104.3. The gross income of a non-resident enterpm® connected with the permanent
establishment shall, if so provided in Article 186this Code, be taxed at the source of
payment without expenses being deducted.

104.4. A non-resident enterprise generating incehmeugh the transfer of property not
connected with the permanent establishment shagllt@a on said gross income received
during a calendar year from an Azerbaijani sougaad tax shall be paid after the deducting
the expenses as outlined in this Code and whietteéb such income.(15)

Article 105. Tax Rates
105.1. An enterprise’s profit shall be taxed atréte of20 percent.
105.2. The gross income (with deduction of VAT aexicises) of non-resident, not
connected with the activity of his permanent essabhtents but received from Azerbaijani
source shall be taxed at the rates stipulatedticl&rl25 of this Code.(6, 9, 14)

Article 106. Exemptions and privileges

106.1. The following shall be exempt from tax:

106.1.1. income of charitable organizations - ekcém the income from
entrepreneurial activity

106.1.2. grants, membership fees and donationsiveeteby non-commercial
organizations;

106.1.3. income of international, interstate antérgovernmental organizations -
except for the income received from the entrepraakactivity;

106.1.4. income of state power authorities, budigetted organizations and local
managing authorities (except for the income fromegmmeneurial activity);

106.1.5. income of the Central Bank of the Repudilidzerbaijan, its structures and
State Oil Fund of the Azerbaijan Republic (with epton of profits made from
allocation of its funds), as well as the Fund opDsgit Insurance;

106.1.6. received insurance payments (with excemtf@amounts of losses connected
with each insurance case).

106.1.7. Income of special educational institutioestablished for education of
persons with poor health - except for income, gaiag a result of business activity.

106.1.8. Income from writing-off tax debts to thates budget in accordance with
legislation of the Azerbaijan Republic



106.2. Income tax rate for production enterprisesex by public organizations of disabled
people,or children with limited levels of healtshall be reduced by 50 percent if not less
than 50 percent of employees at such enterprigedisabled peopl&r persons under age
of 18 with limited levels of health

When establishing the right for the privilege theermge number in the list of employees
shall not include disable peopde persons under age of 18 with limited levels edlth who
work on contract terms at two jobs, as contracioid other agreements civil legislation.

Chapter X. Articles concerning income taxes of natural and profit taxes of legal
persons

Article 107. Area of Application
This section shall be applied for the purposesefihcome tax and profit tax.

Article 108. Expenses connected with the generati@f income
Except for non-deductible expenses determined utiderArticle, all expenseas well as
mandatory payments stipulated under the lkeannected with obtaining income shall be
deducted from such income.

Article 109. Non-Deductible Expenses
109.1. Expenses incurred on the acquisition anllaion of fixed assets as well as other
expenses that are characterized as expenses shanreapital pursuant to Article 143 of
this Code shall not be deducted.
109.2. Expenses that are not connected with ecanactivity shall not be deducted.
109.3. Deductions shall not be allowed with respectepresentation or entertainment
expenses, as well as expenses connected with foitid €xception of costs on preventive
health food, milk and equivalent products, as vaslicosts on food for the offshore crews
within norms established by the relevant execwiv@ority)and accommodation.
109.4. If the expenses of a taxpayer whose entnepreal activity is of entertainment nature
are incurred within the framework of such activiéxpenses incurred on entertainment shall

be deducted from the income.

109.5. No deductions shall be allowed with resgecthe expenses of a physical person
incurred on personal consumption or receipt ofstlary (wages).

109.6. Deductions to reserve funds shall be maadm fincome only in accordance with
articles 111 and 112 of this Code.

109.7. No deductions shall be allowed with respedhe actual travel costs exceeding the
limit established by relevant authority of the exi®&ee power.(15)



Article 110. Limitation of Interest Deduction

110. Actual amount of interest on debts obtainedthfabroad, and also paid to each other
by interconnected persons (when applying paymetitadeamount of interest on payment),
shall be deducted from the profit within period f@hich interests are applied, at the same
currency and at the amount not exceeding 125 pektine average interest on inter-bank
trade on credits with similar periods, or, if natte was conducted - on inter-bank credits
published by the Central Bank of the AzerbaijapuRdc.(6)

110.2. The maximum amount of deductible interestsnfthe income in accordance with

article 110.1. of this Code or interests to be maidnutual debts of interrelated persons shall
be restricted to the amount determined by theofig formula:

Oc=/Ij; + 50% (1,- I~ B)

with,
Oc- as limited amount
J- taxpayer's any interest income
Jl;- taxpayer's gross income

B- the amount deducted from gross income (with ptice of the amount deducted
from interest income)

Article 111. Deduction of bad and debts

111.1. A taxpayer shall be entitled to a deductmmdoubtful debts connected with goods,
work and services that have been realized whemmedrom them was previously included
in the gross income received from entrepreneuctvigy.

111.2. Doubtful debt deduction shall be allowedyahthe debt is written off as worthless in
taxpayer’s books.

111.3. Banks and credit entities engaged in certgpes of banking activities shall be
entitled dependent from classification of asset®rder established under legislation, to
deduct from income amounts assigned for establishroé special reserve funds in
accordance with procedures established by the aglegxecutive authorit{6)

Article 112. Deductions for allocations to reservensurance funds
A legal entity engaged in insurance activity sha@lentitled to deduct allocations to reserve
insurance funds within the norms established by Mgslation of the Republic of

Azerbaijan.

Article 113. Deductions for expenditures on resealt, project-research and experimental-
design work



Expenditures on research, project-research andiexgetal-design work connected with the
receipt of gross income (except for the expendstune the acquisition of fixed assets, their
installation and other expenses of a capital naslrall be deductible.
Article 114. Amortization charges and deductions fo depreciated assets
114.1. Amortization charges for fixed assets useehitrepreneurial and non-entrepreneurial
economic activity, specified in article 99 of tii®de, shall be deductible in accordance with
the conditions of this Article.
114.2. Land, arts, buildings, facilities represeugti rare historical or architectural
monuments, as well as other wear-proof assetsyrdeted under this Article shall not be
depreciated:
114.2.1. equipment, exhibits, equipment, samplesrational and non-operations
models, mock-ups and other visual aids used innedbiand laboratories of for
scientific, educational and practical purposes;

114.2.2. productive livestock (pedigree cows, bedfamares, camels, pigs, deer,
sheep, goats; pedigree bulls, studs, camels aretr sthmilar productive cattle);

114.2.3. exhibits of fauna located in zoos androgimailar facilities;
114.2.4. perennial plants;

114.2.5. library funds, film funds (video, audidjop), stage requisites, museum
exhibits;

114.2.6. completely depreciated main assets iéBlgtfor operation;
114.2.7. main assets undergone conservation;
114.2.8. public motor roads;
114.2.9. public park equipment;
114.2.10. main assets at stores, not issued faratipes.
114.3. Annual amortization rates as ppreciated assestall be classified as follows:
114.3.1. Buildings, facilities and installations;ustures - up to 7%;
114.3.2. Machinery, equipment and calculation tetbgy - up to 25%;
114.3.3. Transport means - up to 25%;

114.3.4. Draft animals - up to 20%;



114.3.5. Costs on geological exploration and prepian work for production of
natural resources - up to 25%;

114.3.6. non-tangible assets- for those with urrd@teed period of use- up to 10
percent, for those with determined period of ugeyemars on amounts pro-rata to
period of use;

114.3.7. Other fixed assets- up to 20%;

114.4. Amortization charges on each main categaycalculated by applying the
amortization levels established for fixed assetkted to each category, indicated in Article
114.3. of this Code as for the end of the tax year.

If amortization charges applied are lower than ¢hibgt are established for the tax year on
fixed assets related to any category, the diffexesreated as the result of this can be added
to the amounts of amortization deducted from incamfature tax years.

114.5. Amortization for buildings and structuresr@inafter - buildings) shall be charged for
each building separately.

114.6. For the purposes of calculation of amorimatthe residual value on main assets
(main asset) at the end of tax year shall be thewarhestablished in following order (not
less than zero):

= To add value of main assets (main asset) obtaingdnawcurrent year in accordance
with Article 143 of this Code and above limit paftrepair costs for previous year
established on the basis of Article 115 of this €oadl the residual value of main
assets (main asset) at the end of previous yealudvapon the deduction of
amortization amount calculated for subject year)nus residual value of main
assets, submitted, liquidated within the tax yeaahaving residual value of less than
100 manats or 5 percent of initial value.

114.7. If the amount obtained from provision of maissets (main asset) exceeds the
residual value of these main assets (main as$et)lifference shall be included as income.

114.8. If the residual value of main asset at tearyend is less than 100 manats or 5 % of
initial value, the amount of residual value shadl ¢leducted from income.

114.9. If amount obtained from provision of maisets (main asset) is less than the residual
value of these main assets (main asset), the eliféer shall be deducted from incor(%.6,
9,11, 14, 15)

Article 115. Deductions for repair expenses

115.1. The amount of repair expenses deductible yaar shall be limited as of tipeevious
year-end for each category of fixed assétgpercent of remaining value at the end of year of
category of main assets, specified in Article 114@ this Code, 5 percent of main assets at
the end of year of assets, shown in Articles 124a8d 114.3.3, 3 percent of the remaining
value at the year end of the category of main asseecified in Article 114.3.7, and zero (0)



percent on main assets, to which the depreciasBaccounted, in accordance with valle
event when the actual amount of repair expensesssthan amount established by this limit
than the actual amount of repair expenses shaletactible from income.

In such case the maximum value of expenses inviollp tax years shall be increased by the
difference between the amount of actual repairscaad amount calculated on established
limit.

115.2. Amount, exceeding the limit established wurAdéacle 115.1 of this Code shall be
assigned for increase of residual value of mairetsgmain asset) at the end of current tax
year.

Costs associated with maintenance of main asséishvare not depreciated, for which the
wear (depreciation) is not accounted shall not leelutted from income and their balance
value is increased.

115.3. The procedure on deduction from income stsctor the repair of leased fixed assets
shall be established accordance with Articles 115.4 - 115.8 of this €od

115.4. The amount of costs deducted from incomremdmntenance of leased main assets
shall be limited by interest range stipulated undeticle 115.1 of this Code from the
remaining value at the end of previous year forheeategory of main assets.

115.5. Terms, provisions of transfer of main as$etdeasing, as well as costs for their
maintenance shall be agreed between the LesserLasdee in the contract made, as
stipulated under the legislation.

115.6. If repair work is conducted at the expen$elLesser, or Lessee, during the
compensation of leasing payment, provisions otckrtl15 of this Code shall not be applied
to Lesser.

115.7. If the residual value of each category ofnrassets by the end of previous year is
equal to zero, the actual amount of repair costallshe assigned to residual value of
relevant category of main assets and depreciatisncalculated in accordance with

provisions of this Code.

115.8. Provisions of this Code shall only limit gmount deducted from income for repair
and do not prevent from implementation of repaitsttee expense of other sources of
taxpayers(6, 9)

Article 116. Deduction for insurance payments

116.1 Insurance payments that are paid by insuredgsamnder insurance agreements shall
be deducted, with the exception of insurance paysnen property damage insurance to
employees’ favour, as well as life insurance magkeign insurance organizations.

116.2. Insurance premiums paid on foundation afiiasce agreements between a physical
person and insurers of the Republic of Azerbaijanstock life insurance and pension
insurance foreseeing delivery of insurance paynaéiet 3 years from the day of coming into



force of insurance agreement, are withheld by thmpleyer with the purpose of taxation,
from the income received by a physical person imeation with employment.

Insurance payments, paid on stock life insuranad @m pension insurance, withheld by the
employer from the income of a physical person imeation with employment, are withheld
only after payment to the bank account of the iesby the bank.

116.3. In the case of cancellation of the insuraageeement foreseen by the article 116.2 of
the following code before the term, made insurapagments are taxed at the source of
payment by the insurer.

Article 117. Expenses on geological surveying andgparatory work for the production of
natural resources

117.1. Expenditures on geological surveying angagmatory work for the production of
natural resources shall be deductible from grossnte as amortization charges at the rates
stipulated in Article 114 of this Code.
117.2. This Article shall apply also to expenditu@n intangible assets incurred by the
taxpayer in connection with the acquisition of tggto geological surveying and processing
or exploitation of natural resources.

Article 118. Deductions from income of expenses antangible assets

118.1. Intangible assets shall include expensdegafl and physical persons on intangible
objects used for more than one year in economigigct

118.2. Expenditures on intangible assets shall dshuctible from income as amortization
charges at the rate stipulated in Article 114 of @ode.

118.3. When costs on purchasing and productiomiingible assets are deducted from
income during calculation of taxpayer’s taxableoime, specified costs shall not be related
to the value of intangible assets to be amortized.

Article 119. Limitation of deductions from income

119.0. No deduction shall be allowed with respectthe following taxes,interests,
calculated for delayed payment of taxes, stipulateder this Codand financial sanctions:

119.0.1. profit tax or any other tax calculatedprafit which has been paid in the
territory of the Republic of Azerbaijan or otheuadries;

119.0.2. financial sanctionsnterests, calculated for delayed payment of taxes
stipulated under this Codeaid.(11)

Article 120. Losses upon the realization of propewt



Losses arising upon the realization by a physiembgn of property (except for property
used for economic activity or property the inconp@m the realization of which is exempt
from tax) shall be compensated from the gains veceiupon the realization of such
property. If the losses cannot be compensatedeiyelar in which they took place, they shall
be carried forward for a period of up three years and compensated from the income
received from the gains upon the realization opproy.(14)

Article 121. Loss Carry-Forward

121.1. Part of expenses exceeding the profit, wisidlowed to exclude from the profits of
the enterprise, shall be switched to the next medontinuing for up to five years, and shall
be compensated at the expense of the profits & tears with no limitation on years.

121.2. With respect to physical persons, expensdsalible from gross income generated
from the non-entrepreneurial economic activity, ebhéxceed said gross income may not be
deducted from salaries and wages, but shall béedaforward for a period of up tthree
years and shall be covered at the expense of dss gicome generated from entrepreneurial
economic activity of future periods. (9, 14, 21)

Article 122. Withholding of tax at the source of pgment

122.1. Dividends paid by resident enterprises dhalsubject to taxation at the source of
payment at a rate of 10 percent.

122.2. If dividends are taxed pursuant to ArticB2.1 of this Code from natural and legal
persons, then the specified income of natural egdllpersons shall not be taxed again.

Such income shall not be liable to taxation wheyingait repeatedly as dividends.
Article 123. Withholding of tax on interest at thesource of payment

123.1. If income received from Azerbaijani sounce@ccordance with Article 13.2.16. of this
Code, interests paid by resident or non-residgmgisnanent establishment or on behalf of
such establishment with exception of interests paidredits (loans}jeposits (accountg)f
resident-banksjncluding, from loan interests paid on financialaggng operationsto
resident persons carrying out financial leasimy non-resident banks, or permanent
establishmentf a non-resident carrying out financial leasisgall be taxed at the source of
payment at a rate of 10%.

123.2. If the actual owner of interest is a natyrafson, interests from which taxes are
levied, upon their payment to natural person ghatibe taxed.

123.3. If the actual owner of interest is a taxatdsident enterprise or the permanent
establishment of non-resident then the specifig@drprise or permanent establishment of
non-resident receiving the interest in accordanite Article 123.1 of this Code, from which
taxes are levied shall reduce the amount of tag pathe source if documents are provided
to confirm the payment of tax at the source of paym



123.4. Income received as difference between tgmeats by and to insured shall be taxed
at the rate of 10 percent. (6, 14)

Article 124. Withholding of tax from rent payment and royalty at the source of payment

124.1. If the income from the rent payment of mdeadnd immovable property, income
from royalty paid by the resident or permanent ihment of non-resident in the
Azerbaijan Republic or paid on his behalf receiwredccordance with article 13.2.16. of this
Code from Azerbaijani source such income shallaxed at the source of payment at the
rate of14 percent.

If leasing payment is paid by natural person, whaot registered as taxpayer, Lesser in
accordance with this Article shall pay the tax hétheind upon the registration shall submit
the declaration in accordance with Articles 33 dt® of this Codat the rate of 14 percent

124.2 If tax is withheld from natural person redgeg/the leasing payment or royalty, or paid
in accordance with Article 124.1 of this Code, theis not withheld from such incomes

124.3. Amounts paid to resident enterprises in Alzerbaijan Republic and permanent
establishments of non-residents shall not be atexaase under this Article.

124.4. Minimum amount of monthly leasing paymenmttf@ purposes of taxation of
immovable property (with exception of resident mgdund) in the Azerbaijan Republic
shall be established by relevant executive authgtit, 15)

Article 125. Withholding of tax on income of non-reidents at the source of payment

125.1. Gross income of a non-resident from an Aggabi source that is stipulated in Article
13.2.16. of this Code and that is not attributdabléhe permanent establishment of the non-
resident located in the territory of the RepublicAzerbaijan shall be subject to taxation at
the source of payment without deduction of costhatsource of payment at the following
rates:

125.1.1. dividends - according to Article 122 abt@ode;
125.1.2. interests - according to Article 123 a$ tBode;

125.1.3. insurance payments of resident-enterpoiseentrepreneur under risk
insurance or reinsurance agreements - 4 percent;

125.1.4. payments by a resident enterprise or atividual enterprise for
telecommunication or transport services during rirdgonal communications or
shipments between the Republic of Azerbaijan oemstates - 6 percent;

125.1.5. the following payments by a resident gmiee or an individual enterprise,
connected with employment, including the incomarfreervices specified in articles
13.2.16.2,13.2.16.10 (with exception of profits obtained agaity for property,

stored or used in the Azerbaijan Republic), 13.226(with exception of profits



made as a result of leasing of immovable propertthe Azerbaijan Republignd
13.2.16.14. of this Code, as well as incomeeeived from the Azeri source - 10
percent

125.1.6. income in the form of wages paid by adexsi enterprise or an individual
enterprise - at the rates specified by Article @0this Code;

125.1.7. rent payment and royalty- in accordanch Wrticle 124 of this Code.

125.2. For the purposes of this Article, paymentlenby or on behalf of the permanent
establishment of a non-resident in the RepubliApérbaijan of on his behalf, shall be
considered to be made by a resident enterprise.

125.3.In case if the international treaties on @arice of double taxation with participation
of the Azerbaijan Republic stipulate the low taterar full exemption from taxes, then tax
amount which was overcharged from the source ofmgas will be refunded in an order
stipulated by the article 87.4 of this Code, 14, 15)

Article 126. Taxation of net profit of non-residents permanent establishmentat the source of
payment

In addition to profit tax of non-resident’s permahestablishment from any amount of net
income of this permanent establishmanthe source of paymerntansferred (issued) to the
favor of such non-resident tax shall be withhelthatrate of 10 percent.(9)

Article 127. Foreign Tax Credit

127.1. Amounts of income tax or profit tax of resitl enterprise paid outside the Republic
of Azerbaijan from the incomes of not Azerbaijanusce shall be credited upon the payment
of tax in the Republic of Azerbaijan.

127.2. The amounts of the credit stipulated indetiL27.1 of this Code shall not exceed the
amount of tax charged on that income or profithe Republic of Azerbaijan at the rates in
effect in the Republic of Azerbaijan.

Article 128. Income received in countries with conessive taxation

128.1. If a resident directly or indirectly holdsora than 20 percent of the basic charter
capital or possesses more than 20 percent of tivegvghares of a foreign legal entity that, in
turn, received income from a state with concestixation, said income of the resident shall
be included in its taxable income.

128.2. A foreign state shall be considered a stéte concessive taxation, if in that country
the tax rate is 2 or more times lower than thaemheined under this Code, or if there exist
laws on confidentiality of information about compes) which allow secrecy to be

maintained concerning financial information, as Iwad the actual owner of property or
income (property) receiver.



Article 129. Tax year
A tax year shall be a calendar year.
Article 130. Procedure for recording income and exenditures

130.1. With a view to reflecting clearly taxablecame (or profit), the taxpayer shall be
obliged to maintain accurate and timely recordsnobme and expenditures on the basis of
documented data and shall assign, using methodsdprbfor in this Chapter, said income
and expenditures to relevant reporting periodsnguwhich they were received or incurred.
The method used by taxpayer shall take accounll eéguirements concerning the moment
of expenditures and receipts and procedure for Hwiounting. Taxpayer can use cash basis
or accrual basis method as an accounting method.

Legal and physical entities shall keep the recoofiprofit and losses according to the
current legislation of the Azerbaijan Republic. Miaxation purposes the profit and losses
are established on the basis of this Cdag.

130.2. Taxpayer shall be obliged to ensure thab@drations connected with its activity are
recorded in such a manner that their beginningisepand end can be discerned.

130.3. Subject to the provisions of this Articlaxable income shall be calculated by the
method used by the taxpayer for his own book-kegmpnovided that adjustments necessary
for meeting the requirements of this Code are ipo@ted.

130.4. Taxpayer may use cash method or accrualoshethtax accounting, provided that the
same method is applied by taxpayer during a year.

130.5. If the accounting method of taxpayer is de@h) adjustments to accounting
operations affecting the tax amount shall be effgédh the year that the accounting method
changed, so that none of the operations is lefooiricluded twice.

Article 131. Procedure for recording income and exgnditures using the cash basis method

Taxpayer using cash method shall account for incattbe moment that it actually receives
such income or such income is transferred to gpaBal and for expenses - at the moment
that these expenses are actually incurred.

Article 132. Moment of receipt of income when usinghe cash basis method

132.1. The moment of receipt of income shall besm®red the moment that cash monies
are received. Should non-cash payment be madendingent of the receipt of income shall
be the moment said monies are transferred to t&xjsalgank account or to another account
at his disposal or from which he is entitled toeige said resources.

132.2. In the case of annulment or discharge gbager’'s obligation, i.e. in the event of
mutual offsetting, the moment of the receipt ofoime shall be considered the moment that
the obligation is annulled or discharged.



Article 133. Moment of carrying out expenses whenasing the cash basis method

133.1. When taxpayer uses the cash method for deauating purposes, the moment of
carrying out expenses shall be the moment thaetbgpenses are actually incurred unless
otherwise provided for in this Article.

133.2. If taxpayer pays out cash monies, the morénbcurring expenses shall be the
moment the monies are paid. Should non-cash paybeenmade, the moment of incurring
expenses shall be the moment that the bank recigesder of the taxpayer to transfer said
funds.

133.3. In the case of the annulment or dischargexgfayer’s financial obligation, i.e. in the
event of mutual offsetting, the moment of carrying expenses shall be the moment that the
financial obligation is annulled or discharged.

133.4. When paying interest on a debt obligatiomaking payments for rental property (if
the term of the debt obligation or rental agreeneténds over several reporting periods)
the amount of interest (or rent) actually paid, etthis deductible for the tax year shall be
deemed as the amount of interest (or rent) cakedifdr that year.

Article 134. Recording income and expenditures usgthe accrual basis method

Taxpayer maintaining records using the accrual sbasethod shall record income and
expenditures based on the moment of the acquidityoiaxpayer of the right to that income
or of the acknowledgment of the expenditures, retspay, regardless of the moment that
the income is received or the expenditures areriadu

Article 135. Moment of the receipt of income when sing the accrual basis method

135.1. The right to receive income shall be consdi¢o have been acquired if the relevant
amount is subject to unconditional payment to tsepeor taxpayer has fulfilled all its
obligations under the transaction.

135.3. If taxpayer fulfills work or provides sergg; the right to receive income shall be
considered to have been acquired at the time wherulfillment of such work under the
agreement has been fully completed.

135.3. If taxpayer receives income, or has thetrighreceive interest income or income
from the lease of property, the right to receiveome shall be considered to be acquired at
the moment of expiration of the term of the deltgathion or lease agreement. If the term of
the debt obligation or lease agreement extends sexeral reporting periods, the income
shall be distributed among these reporting periadsording to the procedure for the
calculation of this income.

Article 136. Moment of carrying expenditures when sing the accrual basis method
136.1. When taxpayer uses the accrual basis mathadx accounting, the moment of

carrying expenditures in respect of a transactiagrdement) shall, unless otherwise
provided by this Article, be considered when adl fbllowing condition are fulfilled:



136.1.1. taxpayer's acceptance of a financial allgn can be acknowledged
indisputably;

136.1.2. the amount of the financial obligations d@e valued with sufficient
accuracy; and

136.1.3. all of the parties to the transaction €agrent) have actually fulfilled all
their obligations under the transaction (agreemenmtihe relevant amounts are
subject to unconditional payment.

136.2. In relation to the above mentioned, finanolaligations shall be such obligations
assumed according to a transaction (agreement)héofulfillment of which the other party
to the transaction (agreement) will be requiregay relevant income in monetary or other
form.

136.3. When paying interest or rental on a leasegquty the debt obligation term or lease
agreement term shall cover few reporting periols, income shall be distributed among
these reporting periods in accordance with thegquoe for their calculation.

Article 137. Distribution of income from joint ownership

In the case of joint ownership agreements or ageeésnthat involve ownership by more
than one person without establishing a legal pernsmome and expenditures resulting from
said agreements shall be attributed to owners dicgpito the agreement and tax shall be
imposed according to the participating interestuath owners.

Article 138. Income and deductions under long-terntontracts

138.1. «Long-term contract» - shall mean a contrast production (manufacture),
installation or construction, or the performancerelated service, which is not completed
within a tax year. Contracts to be completed withimonths of the date on which work
under such contracts commenced shall be an exoeptio

138.2. If taxpayer uses the accrual method of auony, income and deductions with
respect to long-term contracts shall be accourdeddring the tax year in accordance with
the actual percentage of completion of such cotg#rac

138.3. Percentage of a completion of a contractl &lea determined by comparing the
expenditures borne by the end of the tax year agadhe total expenditures under the
contract.

138.4. Provisions of Article 138 of this Code simait be applied to simplified tax payers for
operations in residential housing construction$)(1

Article 139. Procedure for Recording Stocks of Commdities and Materials



139.1. Taxpayer shall be obliged to include in lesoof commodities and materials any
goods in its possession and to be used for subsegake or for production of goods, doing
work or providing services.

139.2. When accounting for commodity and materiatls, taxpayer shall be obliged to

reflect in tax accounting the value of goods pradlor acquired by it, such value being

determined on the basis of the production cosuothase price of these goods, respectively.
Taxpayer shall also be obliged to include storag&amsportation costs on these goods in
their value.

139.3. When recording commodity and material stottkes taxpayer may assess the value of
obsolete, defective or out-of date goods (or prtgjuchat cannot be transferred at a price
higher than their production cost or purchase piocghe same reasons, on the basis of the
price at which said goods (or products) can besteared.

139.4. The taxpayer holds the right to keep theatting of commodity and material stocks
using the method of valuation at average cost ifsheot keeping the individual record of
goods on which he has the authority.

Article 140. Financial lease

140.1. If lesser lets tangible assets to leaseruméleancial lease agreement, the lessee shall,
for taxation purposes, be considered owner of Hseta and lease payments - payments on
the loan granted to the lessee.

140.2. Lease of assets shall be considered a faldease in the following cases:

140.2.1. the assets are to be transferred to ohipetgpon the termination of the
lease period or the lessee is entitled to purcihseassets at a determined or
presumed price upon the termination of the leasegyeor

140.2.2. the lease term exceeds 75% of the sepeiced of the leased assets; or

140.2.3. the residual value of the leased assein the termination of the lease is
less than 20 percent of their value at the begmnoirthe lease;

140.2.4. the current discounted value of paymewés the entire lease term is greater
than or equal to 90% of the fair market value & #ssets as of the beginning of the
lease.

140.2.5. the leased property has been preparethéotessee by the order of the
lessee and may not be used, upon the terminatidheolease term, by any person
other than the lessee.

140.3. The Article 140.2.4. of this Code shall apply to a lease that started during the final
guarter of the term of utilization of assets.



140.4. In case when no interest rate is mentionedoan payments in a financial leasing
contract or to non-residents carrying out financiekhsing, as well as to interdependent
persons the interest rate used for establishmentwfent value of financial leasing
payments shall be taken for the period to whichnpats are applied in the same currency
at volume of 125 percent of the average interesnter-bank trade on credits with similar
periods, or, if no trade was conducted — on intemb credits published by theNational
Central Bank of the Azerbaijan Republic.

140.5. For the purposes of this Article, the le@sm shall include any period for which the
lessee is entitled to extend the lease.

140.6. In the cases where the lessee is the ovittiee assets before the start of the financial
lease, the transaction property shall, in additmthe regime of granting loan stipulated in
Article 140.1. of this Article, be regarded as e day the lesser and purchase by the lessee.
(6, 14)

Article 141. Compensated deductions and reductionf@eserves

141.1. If previously deducted expenses, lossesloabtful loans are reimbursed, then the
amounts received shall be deemed income for theenbm which they were reimbursed.

141.2. If previously deducted reserves are redutieely the amount reduced shall be
included in income.

Article 142. Income and losses upon the realizatioof assets

142.1. Income from the realization of assets stwtisist of the positive difference between
the proceeds from the realization of such assedstlzan cost of the assets as determined in
accordance with Article 143 of this Code. Upon titamsfer of assets on a gratuitous basis or
at a reduced price, the income of the person teams§ the assets shall be determined as the
positive difference between the market value of ghegperty so transferred and its cost as
determined in accordance with Article 143 of thisd€.

142.2. Losses from the realization of assets slwaibist of the negative difference between
the proceeds from the realization of such assedstlagir cost as determined in accordance
with Article 143 of this Code.

Article 143. Cost of assets

The cost of assets shall include outlays for tregquisition, production, construction,
assembly and installation as well as other outlagisincrease their value with the exception
of outlays for which the taxpayer is entitled tdeduction.

In the event of obtained assets to cover credis,iiterest on credits do not increase the
value of assets and shall be deducted from prasitger Article 108 of this Code. (15)



Article 144. Non-recognition of profit or losses

144.1. No profit or loss shall be taken into acddarthe following cases when determining
taxable income:

144.1.1. assets are transferred between spouses;

144.1.2. assets are transferred between formesep@s part of a divorce settlement;
144.1.3. assets are impartially liquidated or a@ied where the proceeds are
reinvested in an asset of the same or similar ediafore the end of the second year

following the year in which the liquidation or ati@tion took place.

144.2. The cost of the replacing asset describefriicle 144.1.3. of this Code shall be
determined with reference to the cost of the regalagsset at the time of the liquidation or
alienation.

144.3. The cost of an asset acquired in a tramgacti which profit is not taken into

consideration for tax purposes under Articles 144.br 144.1.2. shall be the cost of the
transfer or on the date of transaction.

Article 145. Liquidation of legal person

145.1. The liquidation of a legal entity shall lbeated as a nullification of all participating
interests of the participants therein, unless etlser stipulated in this article.

145.2. If a legal person is liquidated and its ags&ansferred to a participant that is a legal
person or before the liquidation the participantd€0% of the participating interests in this
legal person:

145.2.1. the transfer shall not be treated asakable transfer by the liquidated legal
entity;

145.2.2. the cost of the assets transferred tdhigcipant shall be equal to the cost
of such assets to the liquidated legal person poitine transfer;

145.2.3. the distribution of the assets shall moaldividend;

145.2.4. no profit or loss shall be taken into cdesation upon the cancellation of
the participant’s interest in the liquidated asset;

145.2.5. the balance value of fixed assets of atggory shall be transferred to the
person gaining such fixed assets.

145.3 Article 145.2 of this Code shall apply only ifethax agency proves that the main
objective of a complete liquidation was not taxswea. (6)

Article 146. Establishment of a legal person



146.1. The transfer of assets shall not be deehsdalienation in the following cases:

146.1.1. a physical person, or a group of phygmEkons, transfers one or more
assets (with or without any liability) to a legarpon in exchange for a participating
interest in that legal person;

146.1.2. a physical person, or a group of phygeatons, owns 100% or more of the
participating interests immediately after the exdea

146.2. The cost, to the transferee, of the aseetghich Article 146.1. of this Code applies
shall be equal to the cost, to the transferorho$é assets at the time of the transfer.

146.3. The cost of a participating interest recgilig exchange stipulated in Article 146.1 of
this Code shall be equal to the cost of the assisferred less any liability transferred.

146.4.1f the liabilities transferred exceed the costiaf assets transferred, this Article shall
not apply to the difference between these amo(Bis.

Article 147. Reorganization of a legal person

147.1. The cost of the property and participatinigriests held by a legal entity or entities
that are parties to the reorganization shall bektuthe cost of said property and interests
immediately before the reorganization. The balavedee of fixed assets connected to any
depreciation category shall be transferred to pevdwo purchased these fixed assets.

147.2. The transfer of property or participatintgemests between the legal persons that are
the parties to reorganization shall not be treated surrender of property.

147.3. Any exchange of participating interests nesident legal person which is a party to a
reorganization for participating interests in amottesident legal person which is also a party
to that reorganization shall not be deemed taxali¥@ation of a participating interest.

147.4. The cost of the participating interests exgfed under Article 147.3. of this Code
shall be equal to the cost of the original paratipg interests.

147.5. The distribution of participating interestsnnected to the exchange of participating
share of resident legal person who is the partgofganization to the participating interests
in other legal person- party of reorganization khat be considered as dividends for the
parties of reorganization.

147.6. The value of original participating inteszsinder article 147.5. of this Code shall be
divided immediately after distribution of originand distributed participating shares
proportional to their market value.

147.7. Reorganization of legal person shall be:

147.7.1. merger of two or more resident legal pgsso



147.7.2. acquisition or take-over of 50% or moreghaf voting participating interests
and 50% or more of the value of all the participgtinterests of a resident legal
person solely in exchange for the participatingerests of the party of
reorganization;

147.7.3. acquisition of 50% or more of the assdt® gesident legal person by
another resident legal person solely in exchangedbng participating interests with
no preferential rights as to dividends of the paftyeorganization;

147.7.4. a split-up (division) of a resident legatson into two or more resident legal
persons;

147.7.5. a split-off (establishment of a new lggalson by separation) provided that
the tax agency proves that the main objective ohsuerger, acquisition, takeover,
split-up and split-off was not tax evasion.

147.8. Any legal person party to reorganizationanoy legal person who owns the resident
legal person- party to the reorganization, or agal person belonging to such person shall
be deemed as party to reorganization.
147.9. For the purposes of Article 147.8 of thisl€ahe owner of a legal person shall mean
an owner of 50% or more of the voting participatinggrests and 50% or more of the value
of all the remaining participating interests in tegal person.

Article 148. Change of control over a legal person
148.0. Where there has been a change in the painaymnership of a legal person for 50 or
more percent as compared with the ownership one gagdier, the carry-forward of a loss,
deduction or credit from a previous taxable yeaitlsiot allowed in the following cases:

148.0.1. the legal person carries out the same hipeactivity during three years
after the change occurred,;

148.0.2. the legal person does not start a new i@lvipeactivity during one year after
the change occurred.

Article 149. Filing of Tax Returns

149.1. The following taxpayers shall submit taxures to tax authorities within the terms
stipulated in Article 149 of this Code:

149.1.1. resident enterprises;

149.1.2. non-residents who have permanent estabdists in the Azerbaijan
Republic;

149.1.3. non-residents, taxable income of whiclgeserated from the Azerbaijani
source and specified income of which is not taxgti@source of payment;



149.1.4. Natural persons with incomes, for whicke thithholding tax is not
stipulated (not possible), or natural persons-resits, obtaining profits from the
outside of the Azerbaijan Republic, including thobg&ining profits from royalty.

149.2.Persons mentioned in Article 149.1 hershéll submit their tax retumo later than
March 31of the year following the accounting year.

149.3. In the event that taxpayer ceases his/iteeoship activity in the Republic of
Azerbaijan, he/it shall submit the return to taxhauities within 30 days. For the purposes of
this Article the accounting period shall cover theeframe from the beginning of tax year
until the day of entrepreneurial activity cessatigrthe taxpayer.

149.4. Upon the liquidation of a legal person tiggitlation commission or taxpayer shall
immediately notify the State tax authorities oflsliquidation in the manner established by
legislation. Termination commission shall give to the tax autlgahe declaration from the
date of liquidation, shown in the decision on Idation of legal entity, and if this date is not
shown for the permanent representation of non-eegidwithin 30 days upon the date of
legalization of the decision by representation lué Azerbaijan Republic in foreign states
(consulates of other state representing the intsresthe Azerbaijan Republic)

149.5. A physical person who is not required te il declaration may file a declaration
claiming recalculation of tax and refund of res@asic

149.6. A non-resident taxpayer which has no permagastablishment in the Republic of
Azerbaijan and receives income taxed at the soofrgayment in accordance with articles
125.1.3., 125.1.4., 125.1.5. and 125.1.7. of tredeCshall be entitled to the tax refund by
filing a declaration about such income. Such detian shall be filed within the term
stipulated in article 149.2 of this Code. Such tyqr shall be taxed at the rates as
determined for the income of the permanent estaiksnt of a taxpayer in the Republic of
Azerbaijan in accordance with Article 105.1 of thiede. The expenses of taxpayer incurred
in connection with the permanent establishment|shal deductible under the same
procedure established for permanent establishmprasided that the tax does not exceed
the amount of tax withheld at the source of paymersiccordance with Article 125 of this
Code. (6, 9, 11, 14)

Article 150. Procedure for withholding tax at the urce of payment

150.1. The following persons (tax agents) shalbbkged to withholdtax at the source of
payment:

150.1.1. legal persons which make payments to palygpersons working as
employees;

150.1.2. entrepreneurs who make payments to phygessons working as
employees;

150.1.3. legal or natural persons paying out p&ssto persons, with the exception
of paid under the State social security system;



150.1.4. resident legal persons paying dividendsgal and natural persons;
150.1.5. legal or natural persons paying interestsgal or physical persons;

150.1.6. legal or natural persons making paymeiypslated in Articlesl24, 125 or
126 of this Code.

150.1.7. Legal persons or individual entrepreneunsking payments to natural
persons for services (works) provided, not regedeby tax authorities as a
taxpayers, without provision of TIN.

150.1.8. insurers paying insurance payments inciee of cancellation of insurance
agreement foreseen by the article 116.2 of theviellg Code, before the term.

150.2. Persons indicated in article 150.1 of thasl€ shall be responsible for withholding

and transferring taxes to the budget. If tax am®ané not withheld or not transferred to the
budget, legal or natural persons paying incomd Seabbliged to pay to the budget the taxes
not withheld and associated sanctions and interests

150.3. Physical and legal persons withholding takha source of payment in accordance
with Article 150.1 of this Code shall be obliged to

150.3.1. to the calculation of income tax on thécwated monthly income of
physical persons in accordance with Articles 150.1.50.1.2 and 150.1.8 hereof,
and payment of the calculated tax to the Budgetatet than the 28 day of the next
month;

150.3.2. to the payment of taxes to the Budgelatert than the 28 day of a month
after the quarter when the income was paid, in adaonce with Articles 150.1.3 to
150.1.7 hereof.

150.3.3. no later than by 20th of following monfteathe end of quarter, to provide
the tax authorities with tax declaration reflectitige taxes withheld from the source
of payments according to the form, stipulated lgyrésspective power executive body.

150.3.3. declaration on taxes withheld at the sewstpayment in a form certained
by the proper authority of executive power, arégsal to submit to a tax authority:

150.3.3.1. in accordance with the articles 150-150.1.8 of the following Code,
persons withholding tax at the source of paymeat,later than 20th of the next
month;

150.3.3.2. in accordance with the articles of 15D.4nd 150.1.2 of the following
Code, the payers of VAT withholding tax at the sewf payment and simplified tax
payers, not later than January 31 of the next yeliowing the reporting;



150.3.3.3. except of the VAT payers and simplitexpayers, other taxpayers
withholding tax at the source of payments in acaoa® with the articles 150.1.1 and
150.1.2 of the following Code, shall submit nogtahan 20th of the next month after
the quarter.

150.4. The tax agent shall withhold the tax frore taxpayer at his place of
employment. If the taxpayer is not obliged to sultime return, then it shall be
considered as the entire amount of income tax. h@xpayer not to use rights
granted by Article 149.5 of this Code, the withh&d shall be considered the
complete amount of income tax. (3, 9, 11, 14, 15)

Article 151. Current tax payments

151.1. Legal and natural persons shall be obligeddke current payments to the budget no
later than the fifteenth day of the month followirgach quarter. Enterprises and
organizations, which are owned by municipalitiesalk pay taxes to local (municipal)
budget. The amount of each payment shall be ltHeofax amount calculated in tax year.

151.2. The taxpayer may determine the amounts roéicutax payments by multiplying the
volume of his income in relevant quarter to coéfit of tax weight in the gross income for
previous year (with no consideration of amountsgaleducted from income).

151.3. In this, the taxpayer selects annually uAfgdril 15 one of the two modes for
calculation of the amount of payable taxes witla year and informs the tax authority. In
the event that a taxpayer has chosen the methoddad by Article 151.2 hereof for the
determination of the amount of current tax paymewithin 15 days after the end of each
guarter, he shall submit a certificate to tax authes about current tax amount calculated
on the profit or income, otherwise the tax authomshall apply the method provided by
Article 151.1 hereof. In case, when the taxpaydl mat inform about mode applied for

calculation of the amount of current tax paymeii® tax authority will apply the first

method and such method shall not be changed tetiéhd of tax year.

151.4. Current tax payments shall be the amountaxoWithheld from the taxpayer within
tax year.

151.5.Current tax payments not applying in previtaxsyear, but acting in the next tax year
of the legal and physical entities (further - taypes previously not active), carrying out
business activity without establishment of the llemdity, and also new established and
acting taxpayers are to be determined shall be @mgnted as follows:

151.5.1. Current tax payments on income tax oriptak of taxpayers, previously
not active shall be calculated on quarterly basigthin the calendar year on the
basis of tax rates stipulated under this Code.

151.5.2. The amount of current tax payments cabadess than 75 percent of the
amount of the amount of profit or income tax.



151.5.3. Taxpayers not involved previously acasitiwithin 15 days upon the end of
quarter shall perform current tax payment and pdavio the tax authority the note
on current tax amount, calculated within the quaftem the income or profit.

151.5.4. If current tax payments are not paid by tdxpayer, previously not active,
within timeframe defined under Article 151.5.3 lnEtCode, for unpaid current tax
payments the interest shall be paid for each exérdhy of payment in accordance
with procedures stipulated under Article 59 of tGisde.

151.5.5. The interests established under Article.3.8 of this Code shall be applied
towards current tax payment for delayed taxes, altbas a result of tax inspection,
conducted for entire period of payment but less tloa a year.

151.5.6. Current tax payments are assigned to theuat of tax withheld from the
taxpayer, not previously involved in activitiesgptax year.

151.5.7. Upon registration of payers of simplifted for the purposes of value added
tax, the amount of current tax payment is defimealdcordance with this Code.

151.5.8. In the event is taxpayers, not previoimstglved in activities did not submit
the relevant note, stipulated under Articles 161l 451.5.3 of this Code, the tax
authority shall calculate the amount of current @ayments on the basis of similar
information on taxes in accordance with Article @7this Code and shall submit the
relevant notification to the taxpayer.

151.6. Upon the ending of reporting period, curreax payments shall be re-calculated and
if in this the calculated amount of current tax @xds the tax amount indicated in the report,
the exceeding amount of current tax as well agésts accrued shall be decreased.(3, 6, 9,
14, 15)

Article 152. Tax Payment for Year End

152.1. Taxpayers shall carry out final calculatiansl pay taxes before the date established
for the submission of tax returns.

152.2. Enterprises owned by municipalities shahsfer the profit tax to local budget and
other enterprises to the state budget. Naturalopsrshall pay the profit tax to the state
budget.

Chapter XI. Value Added Tax
Article 153. Concept of value added tax
The Value Added Tax (hereafter referred to as th&)\s the difference between the amount
of tax calculated from taxable turnover and the &axount which is creditable according to

electronic tax invoices submitted in accordancehvpitovisions of this Code or documents
reflecting the payment of VAT in impg®)



Article 154. Taxpayers

154.1. Any person who/which is registered or tordgistered as VAT payer shall be VAT
payer.

154.2. A person registered as VAT payer shall besiciered a taxpayer from the date that
the registration takes effect. A person who mulg for registration, but has not been
registered, shall be considered taxpayer from taginming of the accounting period

following the period in which the obligation to dpfor registration arose.

154.3. All persons importing taxable goods into tRepublic of Azerbaijan shall be
considered payers of VAT on goods so imported.

154.4. A non-resident person who performs work,pmvides a service, without being
registered for VAT purposes and who is subjectioih accordance with Article 169 of this
Code shall be considered taxpayer on such workmice.(3)

154.5. The joint entrepreneurial activity implenmeghtvithout establishment of legal person,
stipulated by article 137 of this Code, for thegmses of VAT shall be considered as activity
implemented by separate person.

154.6. Producers and persons involved in residért@using construction of the goods
subject to excise application are considered as YWayers (3)

Article 155. Requirement for submission of applicabn on registration

155.1. Any legal entity engaged in entrepreneuaetivity and which taxable operations
during previous 12 months exceeds 150000 manatphysical person exceeding 90000
manat (except for indicated in the article 218.1.bf the following Code), within 10 days
shall be obliged to submit the application on VAgistration to a tax authority.

155.2. A non-resident’s providing goods, performiagrk and rendering services shall,
when determining the total volume of taxable tratisas for the purposes of Article 155.1.
of this Article, shall be taken into account thrbygermanent establishments in the Republic
of Azerbaijan.

155.3. In the event stipulated by Article 155.1.tlms Code as well as in the case when
participant is the VAT payer, the person indicatedrticle 154.2. of this Code shall submit
the application on registration.(3, 6, 9, 15)

Article 156. Voluntary registration
A person engaged in business undertakings who doesneed to be registered may

voluntarily hand in a tax authority an applicati@bout registration with the purposes of
VAT.



Article 157. Registration

157.1. An application for compulsory or voluntamgistration for VAT purposes shall be
submitted in the pro-forma determined by the rai¢executive authorities.

157.2. When persons is undergoing the VAT registrahe tax authority shall register such person
in the state register of VAT payers and no latanttwithin 5 business days from the date of
submitted application issue the registration nogéfion in the form set by the relevant executive
authority, indicating in this notification the nanoé the taxpayer and other relevant data, date of
entering of validity into force and his TIN.

Notification on registration of VAT payer shall issued to the VAT payer just once and kept
by him. If the notification on registration of VAayer is lost or became unusable the copy
of notification shall be issued on the basis ofdbpy of notification.

157.3. The registration shall take effect as offtlewing dates, whichever is earlier:

157.3.1. for mandatory registration — on the fidsty of the accounting period
following the month in which the application fomjistration was submitted;

157.3.2. for voluntary registration — on the fiday of the accounting period
following the month in which the application fomjistration was submitted;

157.3.3. on the date indicated in taxpayer’s apfibo for registration.

157.4. Tax agency shall be obliged to start anchtas a list of registered VAT payetis.
the event of adding of taxpayers into the VAT tegisnformation is used which is
contained in the application for registration, sulbted to the tax authorities.

157.5. The tax agency shall, on its own initiatiregister and send a registration notification
to any taxpayer who/which is subject to registratior VAT purposes, but has not applied
for such registration

157.6. Should any change occur to the informatibW AT payer, relevant amendments are
made to the state registry of VAT payers.

157.8. On the basis of official enquiries in cadefined under current Code, the applicant
can be issues with "Extract from the VAT payerstygi (9, 14, 16, 21)

Article 158. Cancellation of registration

158.1. If taxpayer ceases his/its activity charfpgdVAT, he/it shall be obliged to place an
application for the cancellation of registration WAT. In such case the cancellation of
registration for the purposes of VAT shall entetoiforce from the date when taxpayer’s
taxable operations are ceased.



158.2. Taxpayer who/which has registered voluntaaihd whose total taxable operation
during the preceding 12 months do not exceed thenmequal t&75000manats may apply

for the cancellation of registration at any timehini oneyear after his/its last registration for
VAT purposes, with exception of situations stipathatoy article 158.1. of this Code. The
cancellation of registration for VAT purposes shafiter into force from the date of
submission of application to the tax authority anaellation of registration.

Tax authority shall send to relevant executive arithh the information on cancellation of VAT
registration within one business day.

158.3. The tax agency shall remove from the regisfrVAT payers the name and other
details concerning the person whose registratioW#I purposes has been cancelled. (6, 9,
14, 16, 21)

Article 159. Taxable bases

159.1. Provision of goods, works, rendering of &y and taxable import are subject to
taxation.

159.2. Taxable transactions shall include, alonit Wie furnishing goods, performing work
and rendering services that are exempt from taxewndis Section's provisions, any
furnishing of goods (including fixed assets), parfance of work and rendering of services
within the framework of a joint economic activitgrcied out without the creation of a legal
entity, provided that they are conducted in theittey of the Republic of Azerbaijan
pursuant to Article 168 and 169 of this Code. RemnBmce of works and provision of
services outside the territory of the Republic @efoaijan shall not be included in taxable
operations in accordance with article 168 of thisl€

159.3. Import of goods shall, with the exceptioritef import exempted from tax pursuant to
this Section, be considered taxable as import. Gaoloat are temporarily imported by transit
or goods that are not considered imported goodsugnt to customs legislation shall not be
considered importation goods for VAT purposes.

159.4. Taxpayer's supply of goods, performance airk& and provision of services
(including on a non-compensated basis) to its ompleyees or for non-economic activity,
as well as barter operations shall be viewed agabte operation.

159.5. If taxpayer makes a purchasing of goods Ksyaervices) by paying the VAT and
receives or holds the right to receive a cretthi¢ use, loss, damage or theft of goods, with
exception of emergency situations of such goodskéyaservices)for non-commercial
activity shall be considered as a taxable operation

159.6. If taxpayer’s registration is cancelled, go@ds that remain in his/its ownership at the
time of cancellation shall be considered goodszedlat such time and within the limits of a
taxable operation.

159.7. Regardless of other provisions of this ktithe delivery of goods by the person who
made the purchase of goods in the result of VAR operations but does not hold the
right for VAT compensation on the basis of artitlés of this Code, shall not be considered



as taxable operation. If partial VAT compensatiomswot provided during purchasing the
amount of taxable operation proportional to theausmgensated part.

159.8. VAT operations by persons not registere®A§ payers as well as their operations
released from VAT or zero (0) VAT rate, but coneldiatvith application of VAT shall be

subject to taxation.

159.9. Minimum turnover taxable for VAT purposeallshe calculated by persons engaged in
activities on apartment construction, via applicatiof rates set by the relevant executive authority
by territorial zones of cities and districts of tleeuntry, to the amount of 225 manats for each
square meter of the taxable facility, as per Adi2ll9.1.2 of this Code. (3, 6, 16, 21)

Article 160. Provision of enterprise

160.1. Provision of the enterprise by one taxp&yehe other taxpayer within one operation
shall not be considered the taxable operation.

160.2. In the case indicated in article 160.1 o$ tBode the person who purchased or
accepted the enterprise shall accept all rightsaotigations related with this enterprise of
the person who provided the enterprise. This prowishall not relieve the person who
provided the enterprise from the payment of takgsrests or financial sanctions associated
with previous periods.

160.3. This article shall only be applied if pastigroviding and purchasing (accepting) the
enterprise (independent subdivision of the enteeprinform the tax authority in writing on
application of provisions of this Article not latdran within 10 days from the provision of

enterprise. (11)
Article 161. Value of a Taxable Operation

161.1. The value of a taxable operation (inclucing duties, taxes and other fees (without
the consideration of VAT) shall be determined oa Itlasis of the amount of the fee which is
paid or payable to taxpayer by customer or anyrgibeson.

161.2. If taxpayer receives, or is entitled to reeegoods, work or services in exchange for
a taxable consideration, the market value (withbatconsideration of VAT) of such goods,
works and services (including any duties, taxesathdr fees) shall be included in the value
of the taxable operation.

161.3. Pursuant to Articles 159.4., 159.5. and @5@ode, the amount of the taxable
operation shall be equal to the cost of such goedsg or services (including any taxes and
payable duties), without the consideration of VAThe cost of taxable operation shall be
determined in accordance with the procedure estadi in article 159 of this Code. This
procedure shall be applied during the cancellatibregistration in accordance with article
159.6. of this Code.

Article 162. Volume of the Taxable Import



162.1.

The volume of the taxable import shall csingf the value of the goods determined in

accordance with the customs legislation of the Rkpwf Azerbaijan and taxes and duties
(without the consideration of VAT) to be paid afteese goods are imported to the Republic
of Azerbaijan.

162.2.
171.2.
added

When rendering a service, which is consttl@rgart of import pursuant to Article
of this Code, the value (without the consitlen of VAT) of such service shall be
to the value stipulated in Article 162.1thi$ Code.

Article 163. Adjustment of the Taxable Turnover

163.1.

This Article shall apply to the operatiomspyovision of goods, works and services in

the following cases:

163.2.

163.1.1. the operation is fully or partially cared| including the full or partial
return of goods;

163.1.2. the nature of operation has changed,;

163.1.3. the agreed compensation (advance payn@nthe operation has been
altered because of the reduction of prices or @ngraeason;

163.1.4. new facts supporting the adjustment oftéxable income arise after the
submission ofn electronic taxinvoice by taxpayer and such adjustment is egfibct
in the relevant instructions.

If, as a result of any of the cases stipdlat Article 163.1., taxpayer

163.2.1. has submitted invoice for VAT and has ootrectly indicated the tax
amount in thatelectronic taxinvoice;

163.2.2. has not correctly indicated the VAT amaanVAT tax return, adjustments

shall be effected in accordance with Article 174a8d 175.5. of this Code. The
adjustment shall be effected in the tax period mcl the change in assessment
occurred.

Article 164. Exemption from tax

164.1.

Along with the export of goods, the follogitypes of the realization of goods,

performance of work and provision of services, adl as the following types of import shall
be exempt from the payment of VAT:

164.1.1. the value of state enterprise propertychmased within privatization
program; as well as part of the rent paynfenieasing of state propertyhich shall
be paid to the budget;

164.1.2. provision of financial serviges



164.1.3. supply (sending) and import of the nati@mal foreign currency as well as
of securities (except for numismatic purposes);

164.1.4. import of gold and currency valuables & deposited with the-Natienal
Central Bank of the Republic of Azerbaijan, as well impoft monetary means,
anniversary coins and other similar valuables o& tAzerbaijan Republic,
manufactured abroad;

164.1.5. investment of any property in the formsbére into the charter fund
(capital) of enterprise, with exception of importeperty (investment of property
as a share, if it is not directly related to obtiaig of other property);

164.1.6. state fees, payments for permits, chdeyeésd by state power authorities,
local management authorities and other authorigett@es and services provided by
the above in the exchange of amounts received,;

164.1.7. turnover on all types of purchasing arld samass media products, editing,
publishing, polygraph activity connected with protian of mass media publishing
(with exception of advertisement services);

164.1.8. editing, publishing, polygraph activityated to the production of text-
books for schools, children literature and statielisbing funded by state budget;

164.1.9. ritual services of undertaking bureauscardeteries;

164.1.10. import of goods, provision of works aravies by theCentral Bank of
the Azerbaijan Republic connected with obligatisipulated by legislation;

164.1.11. Operations on provision of fixed assétary kind, movables and other
assets to the State Oil Fund of the Azerbaijan Bepuhe transfer of which to the
Azerbaijan Republic, including the legal entitiespresenting it, are stipulated
according to agreements on exploration, developnw@nbil-gas resources and
production sharing, export pipelines and etc.

164.1.12. Services on transportation of passeniggtdnderground.

164.1.13. Provision of chargeable services in pnest education (except of
provision of services related to other activity).

164.2. Relevant executive authority shall be eutito grant the VAT exempt for import of
goods and equipment used for production purpos@viging advance technologies,
stipulated for specific period with provision ofvééopment of specific area, in the event of
impossibility to satisfy the production needs filoeal resources. (3, 6, 9, 13, 16)

Article 165. Taxation at a zero (0) rate

165.1.Zero (0) rate VAT shall be applied for the prowisiof following works, services and
transactions:



165.1.1. Goods and services intended for use dbrdigitic and consular representations accredited
in the Azerbaijan Republic of international orgaatibns and foreign states, as well as for personal
use of diplomatic and administrative-technical asates of certain rank, who are not the citizens of
the Azerbaijan Republic, as well as their familymbers;

165.1.2. import of goods, provision of goods, imm@atation of works and provision
of services to grant recipients the expense of financial aid (grants) receivech
abroad,;

165.1.3. Export of goods and services specifiedriicle 168.1.5 of this Code;

156.1.4. international and transit cargo and paggantransportation's, except for
international postal services. Fulfillment of work®ndering of services directly
connected with international and transit flights;

165.1.5. delivery of gold and other valuables te @entral Bank of the Azerbaijan
Republic;

165.2. According to the article 165.1.1 of this €pdero (0) rate VAT will be applied to
countries imposing Zero (0) rate VAT to works, @y and operations specified in the
article 165.1.1. (3, 6, 9, 21)

Article 166. Date of Taxable Operations

166.1. Unless otherwise provided for in this Agicthe time of a taxable operation shall be
the time wherelectronicVAT invoice is submitted for that operation. If alectronicVAT
invoice is not submitted within five days from tbates stipulated in Articles 166.1.1. and
166.1.2. of this Code, the taxable operation dhaltonsidered to have been carried out at
the following time:

166.1.1. at the time of the supply or realizatidrgoods, performance of works or
provision of services;

166.1.2. if supply of goods involves their trangpbon — at the time that the
transportation started.

166.2. If the payment has been effected befordithe stipulated in Articles 166.1.1. and
166.1.2. where thelectronicVAT invoice has not been submitted within five ddyem the
payment, the taxable transaction shall be congidierdnave been carried out at the time of
payment. If two or more payments are made for alilexconsideration, each payment shall
be deemed as a separate transaction, within this kriithe payment amount.

166.3. If services are rendered on a regular otimang basis, the time of rendering
services shall be the time when @ectronicVAT invoice is submitted for any part of the
operation, or, if payment has been made, at the wmen any part of the operation has been
paid for.

166.4. Where the provisions of Articles 159.3. 488.5. of this Code are applied, the time
of carrying out a taxable operation shall be tmeetiwhen the use, or production of the



goods, works and services begins. In the caseslatgol in Article 159.4. of this Code, the
time of carrying out a taxable operation shall tinee when goods are supplied, works are
performed and services are provided for employ@éeere the provisions of Article 159.6.
are applied, the time of the supply of goods dhalthe time immediately preceding the time
when the cancellation takes effect.

Article 167. Place of transfer of goods

The transfer of goods shall be deemed to take phadbe place they are transferred. If
conditions of supply involve lifting and transpdrte, the transfer shall be considered to be
effected at the time when the lifting or transptota of the goods starts. If, however, the
supplier is to install or fix up the goods, thenster shall be considered to be effected at the
place the goods are installed or fixed up.

Article 168. Place of performing works or renderingservices

168.1. For the purposes of tiihapterthe place of the performance of works (provisiébn o
services) shall be as follows:

168.1.1. the place where immovable property istlta— if works (services) are
directly connected with that propertuch words (services) shall be considered
construction, installation, maintenance, refurbigmh words, agent and expert
services, related to immovable property and otlimilar works (services);

168.1.2. the place where the works are performexvies are rendered) actually —
if they are connected with movable property;

168.1.3. the place where services are actuallyeread— if they are rendered in the
area of culture, arts, physical fithess or spantsn another similar area;

168.1.4. the place where transportation is actyaibywided- if works (services) are
directly connected with that property;

168.1.5. location of registration place of the gntouying works or services, and if
works or services are directly linked with permanegpresentation of the buyer-
location of such permanent representation.

Provisions of this article shall be applied to daling services:

transfer of ownership or transfer of rights on tise of patents, licenses, trade marks,
copyrights and other similar services;

provision of advertisement, legal, accounting, eagring services as well as data
processing and similar services;

provision of services on workforce;

leasing of movable property (with exception of sportation means of transportation
enterprises);

services of agent who on behalf of the main paftyagreement invites legal or
natural persons for the provision of services $pztin this article;



= provision of telecommunication services (receivimgnsmission and distribution of
signals, documents, photos, voice or informatioramy kind via telegraph, radio,
optic or other electromagnetic system, includingagiing or granting rights for
such transmission, receiving and distribution shmlconsidered telecommunication
services;

= services on radio and television transmission, glastrvices;

= provision of services via computer, Internet anteotelectronic networks, e-malil
and other similar means or granting of rights t@wssich networks or services.

168.1.6. the place of activity of the person whofgrens the work or renders the
services.

168.2. When applying the article 168.1. of this €dte place of execution of work or
rendering of service listed in more than one atghall be determined by the first in order of
articles’ list.(6, 9, 16)

Article 169. Taxation of non-residents

169.1. If a non-resident who has not registered I&T purposes in the Republic of
Azerbaijan performs work or provides a servicehia territory of the Republic of Azerbaijan
for a tax agent stipulatad Articles 169.2 or 169.6f this Code, the performance of work or
provision of services for the purposes of this Gaaphall be taxed in accordance with this
Article.

169.2. For the purposes of this Article, any persegistered for VAT purposes or any
resident legal person shall be considered a tamtage

169.3. Where Article 169.1. of this Code is applige: tax agent shatharge and pay VAT
from the amount to be paid to non-resident. The larh@f tax shall be determined by
applying the tax rate provided for in Article 173df this Code to the amount payable to
non-resident (without VAT).

169.4. If the tax agent has been registered for VA& tax withheld shall be payable at the
time o filing of the VAT return for the month in vwdh the operation took place. The
payment documenterifying the payment of the calculated &hall be considered to be an
electronictax invoice giving the tax agent the right to a VAfEdit according to Article 175
of this Code.

169.5. If the tax agent has not been registeredtlier VAT purposes, he shall pay upon
payment of calculated tax to non-resident in aceom with this Article within 7 days and
before the 29 of following month submit the VAT declaration ctardance with the form
approved by relevant executive authority. Amourdggaid to non-resident by the tax agent
in accordance with this Code shall not be assigioedxable operations, defining operation
for calculation of VAT for registration of tax agefor VAT purposes. If the tax agent has
made the payment to the budget of VAT calculatetthi@amount to be paid to non-resident,
the payment document shall contain the note on paywof tax from the amount to be paid
to non-resident.



169.6. When property owned by non-resident is ingahrthe tax agent shall be entitled to
claim, upon the permission of non-resident who/Wwhig the owner of property, a VAT
credit to the tax withheld from the importation.this case the tax agent shall be considered
taxpayer and be responsible for the payment of W#len further realizing (except for
exporting) that property.

169.7. The tax agent no later than within"26f the following month upon the payment to
non-resident, shall submit to the tax authority ttieclaration on payment of VAT in
accordance with the form established by the releeaacutive authority. (6, 9)

Article 170. Time of Import

An import of goods shall be considered to take glatthe time when customs duties are
collected on such goods pursuant to customs leigislalf goods are exempt from tax, an
import of goods shall be considered to take plabenwvsuch goods are removed from the
customs control.

Article 171. Mixed operations

171.1. Supply of goods, performance of works owision of services that is subsidiary to
the main supply of goods, performance of worksrowision of services shall be considered
a part of such operations.

171.2. Performance of work or provision of servibgsan exporter, which are subsidiary to
the import of goods, shall be considered a patti@import of goods.

171.3. When operation which involves independeesmmeits is divided into taxable but
VAT exempted operations those shall be considesestparate operations.

Article 172. Operations by Agent

172.1. Supply of goods, performance of works aravigion of services by a person who is
an agent (proxy) for another person (principal)llshba considered an operation conducted
by principal.

172.2. Article 172.1. of this Code shall not apfgyservices rendered by agent to principal.

172.3. Article 172.1. of this Code shall not appythe supply of goods to the Republic of
Azerbaijan by a person who/which is a resident agéa non-resident person not registered
for VAT in the Republic of Azerbaijan. In such caseipply of goods shall, for the purposes
of VAT, be considered to be carried out by an agent

The amount of VAT that shall be paid on lottertesirist agency services, commission sales,
sell of used goods, and other areas, determinatidaxable base of which in accordance
with general rules involves difficulties, shall Betermined irthis Article.

172.4. The basis for VAT taxation on operationdqrered via the agent of other person,
shall be defines as follows:



172.4.1. During provision of goods, implementatdrnwvorks or provision of services

via the agent of other person, the price of indécagjoods (works, services) shall be

recognized as a price of taxable operations andsbias taxation.

Award (Premium), paid to the agent for providedvsses, along with inclusion into the
taxable operation of the agent, shall be assigoeddsts deducted from the income of other

party.

The electronic invoice received by the agent fraimeio person does not allow him to
compensate the amount of VAT.

172.4.2. The time of taxable operations for othenrspn shall be considered the time
of transfer to the agent of goods (works, services)

In the event of transfer of goods (works, servigeshatches (parts) the time of taxable
operations is established for each batch.

172.4.3. If the agent is the VAT payer he shalhstbnly the tax receipt on services
provide to other person. The tax receipt shall tentihe other person, who is the
payer of VAT to compensate the paid VAT to thetagen

Irrespective of VAT inclusion to the cost of gofwlsrks, services) delivered to the agent by
other person, the agent shall not be entitled suéselectronic tax invoice to the buyer
(customer) of the goods (works, services).

172.4.4. For the agent the taxation basis shalthee value of services provided by
him to other persons on provision of goods (wonkd services), the time of taxable
operations is an actual time for provision of thesevices, and the value of taxable
operations is the award (premium), which he shdtam (obtained) from other

party.

172.5. In operations of other person, implemeniadhe agent, specific of VAT calculation
shall be defined as follows:

172.5.1. Value of taxable operations for personplémenting the lottery, shall be
the amount received, left after deduction of the saf winning fund from sells of
lotteries.

172.5.2. If in accordance with provisions of lojtehe prize fund is completely or
partially comprised of goods, the amount of VATddar goods, purchased for prize
fund not compensated.

172.5.3. The basis for taxation of parties provigitourist services on routes,
starting from the territory of the Azerbaijan Repabto other countries (with
exception of services, provided outside of the #giEm Republic), shall be the value
of tourist services, and for persons (agents), jliag tours, the value of services
provided for their supply.



172.5.4. The basis of taxation for comittent dursade of goods in commission shall
be the value of goods, transferred to the commissio(with deduction of
commissions).

172.5.5. The electronic tax invoice of the commissi, transferred by the
committent, does not entitle the commissioner jotpa VAT amount.

172.5.6. The commissioner, independent whethevY#is included in the value of
commissioned goods, cannot transfer the electr@xiénvoice to the buyer of goods.

172.5.7. If the committent is non-resident, in adaoce with Article 172.3 of this
Code good sales operations are recognized as dpesaiconducted by the agent,
thus commissioner.

In this instance the taxation base for the comrmiesi shall be the amount of goods, sold
under the commission, as well as value of servimesjided to the commissioner. Amount of
taxable operation of the commissioner — is the pale (without VAT), established by the
committent for goods, sold under the commissiod,amard (premium) for services, which
was received from the committent for services e

For the commissioner the time of taxable operatishall be the time of provision to the
purchasers (clients) of goods (works, services)thi event of transfer of goods (works,
services) in batches (parts) the time of taxablerafons is established for each batch.

If the commissioner has paid to the customs auiberithe VAT for imported goods,
documents verifying the implementation of thisgadilon shall entitle the commissioner,
who is the VAT payer to compensate the price efMIT. If the commissioner is a taxpayer,
goods, provided under the commission shall be sulpeVAT on general basis.

If goods imported under the commission were nat bglthe commissioner, who is the payer
of VAT, and by the assignment of committent coelpletr partially transferred to other
person on the territory of the Azerbaijan Repubtiee amount for the unsold part of goods
from the amount paid to customs authorities for Vétiall be paid by the commissioner to
the budget.

172.5.8. During implementation of taxable operasioperformed by other person via
agent, transfer of VAT to the budget, compensafovAT during the determination
of payments to the budget and application of eteutr tax invoices, with
consideration of provisions of this Article shalé lefined on general basis in
accordance with this Code.

172.6. | f persons, who are subject to VAT excpptations specified in this Article perform
any other operations, registration of such addiéibroperations shall be performed
separately.(9)

Article 173. VAT rate

173.1. VAT shall be 18 percent of each taxable ajp@m and taxable import.



173.2. The taxable turnover shall be the total eabf taxable operations during an
accounting period.

Article 174. VAT on taxable turnover payable to thebudget

174.1. The sum of VAT payable to the budget in eespf taxable turnover in accordance
with Article 166 of this Code shall be determinedthe difference between the sum of tax
charged in accordance with article 173.1. of tresl€on the taxable turnover and the sum of
tax creditable under Article 175 of this Code.

174.2. In the event that VAT payable under Artitig3 of this Code exceeds the VAT
indicated in taxpayer’s tax returns, the differesball be considered a VAT payable during
the accounting period in which cases stipulatedriicle 163.1. of this Code and shall be
added to the tax amount payable in the accountammpg pursuant to Article 174.1. of this
Code.

Article 175. VAT creditable in the determination of payments to the budget

175.1. Subject to the provisions of this Artidlee amount of tax paid to the deposit account
of VAT as per payments and operations performediwguch account made by cashless
transfer (with exception of payments made in casthé bank account of the provider of
goods, works and servicesih electronictax invoices issued to taxpayer shall be consdlere
the amount of credited VAT and in this case theetifor imposing tax on the following
operations shall be taken into account:

175.1.1. on operations involving supply of goodgrfgrmance of works and
provision of services which are considered openaticconducted during an
accounting period pursuant to Article 176 of thisd€;

175.1.2. on import of goods during an accountingogepursuant to Article 170 of
this Code.

175.1.3. if in accordance with invoice issued te tAxpayer two or more payments
have been made, each payment shall be consideregerdsrmed for separate
operations at the value of payment. Not later ttf@day of payment of the value of
goods (works and services), purchased lectronic tax invoice, issued to the
taxpayer the amount of VAT shall be paid for incadance with procedure set by
this Code and the relevant executive authorityn lthis two or more payments are
made of the value of goods (works and services)athount of VAT shall be paid via
VAT deposit account in accordance with amount ghpent made.

When the cost for goods, works and services isnubtided in the production expenditures,
for the use of such goods, works and servicesdormaercial purposes provisions of articles
175.1.,175.1.1., and 175.1.2. of this Code shealifiplied.

175.2. The amount of VATpaid by cashless transfdoy VAT deposit account (with
exception of payments made in cash to the bankuat@d the provider of goods, works and
services)oy the taxpayer oelectronictax invoices submitted for taxable operations, Whic
are partially used for entrepreneur services ahdrgbart for other purposes, as well as on



the import of goods compensating the amount of \Wetermined by the weight of goods
(works, services)ised for entrepreneurial activity.

175.3. No VAT compensation shall be made for casifsulated in article 109.3. of this
Code, with the exception of specified in articl®XD of this Code.

175.4. In the case where taxpayer carries out tev@ierations and operations exempt from
tax pursuant to Article 164 of this Code, the antoaltiowed as a VAT credit shall be
determined on the basis of the proportion betwhernaxable and total turnover.

175.5. If under circumstances indicated in Artit&8 of this Code the amount of VAT to be
paid to the budget is not indicated correctly, #maount of VAT to be paid to the budget
shall be indicated in the declaration, providedtbg taxpayer for reporting period, in which
such circumstances have occurred.

175.6. In cases when goods (works, services) argghioby the persons carrying out
operations, exempted from VAT or not liable to VIRE, amount of VAT paid in an order
stipulated by this Article, is not liable to compation.

175.7. Operations, as per which VAT is deductedexb (0) rate, are considered the
operations liable to VAT, and VAT amount, paid laghtess transfer by VAT deposit
account (with exception of payments made in casimécbank account of the provider of
goods, works and services) when buying goods (wsekgices) by the persons, carrying out
such operations are to be compensated accordinigetgrovisions of this Code.

175.8. In purchasing of goods, services (worksVBY payers, as well as non-registered
legal entities for VAT purposes and budget orgaions, with more than 50 percent of state
ownership, amount of VAT on issued electronic teoices shall be paid to VAT deposit
account. Rules for maintenance of the VAT depasibunt, VAT movements, compensation
for VAT with operations performed on this accoumd #éheir payments to state budget shall
be set by the relevant executive authorities.(3, @1)

Article 176. Electronic Tax I nvoices
176.1. Subject to the provisions of article 17@&#this Code, a person registered as VAT
payer and conducting a taxable operation shalldigexd to issue aelectronictax invoice
to the person receiving goods, works and servidgserson who is not registered for VAT
has no right to issue aectronictax invoice.

176.2. Anelectronictax invoice drawn up on the pro-forma determingdtlie relevant
executive authorities and contain the followingommhation:

176.2.1. last name, initials or name of taxpaye purchaser (customer);
176.2.2. identification number of taxpayer and paser (customer);

176.2.3. name of the goods supplied, works perfdramel services rendered;



176.2.4. amount of the payment for the taxable atper, as well as volume of the
taxable operation;

176.2.5. excise amount on excise goods;

176.2.6. tax amount payable on the given taxabéeation;
176.2.7. date of issuing tledectronictax invoice;:

176.2.8 electronic tax invoice number

176.2.9. taxpayer registered for the VAT purposesne of the tax authority that
issued the notification on registration, date &uance and number of notification;

176.2.10. position, full name of the executive gigoed the electronitax invoice.

176.3. Taxpayer shall be obliged to draw up andeigs purchaser of the goods (works or
services) arelectronictax invoice upon delivery or not later than 5 dajter the delivery
thereof.

176.3-1. The rules of application, register and o$@lectronic tax invoices, is determined
by the proper authority of executive power.

176.4. In the case of the supply of goods, perfoeaf works or provision of services at
retail to purchasers (customers) that are not VAyeps, a cash receipt or a simplified form
of an invoice prescribed by the relevant executivéhorities may be used instead of an
electronic tax invoice.Receipts, checks that were not ordered, printed @exkloped in
accordance with established procedures, tax invoregistration documents for cash
operationscannot be used as basis for tax compensation éoptinposes of Article 175 of
this Codeand independent of provisions of other articlegho$ Code the payment made
shall be considered invalid.

176.5. Import documents provided by customs auikeriand confirming the payment of
import taxindependent of form of paymesitall provide the basis for tax compensation for
the purposes of Article 175 of this Code. (6, 9, 11
Article 177. Filing of tax returns and payment of VAT
177.1. Each VAT payer shall be required:
177.1.1. to file a VAT return with a tax agency &ach accounting period;

177.1.2. to pay tax for every accounting periochwmitthe term established for the
filing of VAT.

177.2. A tax return shall be submitted for eactoanting period not later than the'268ay
of the month following the accounting period.



In case of liquidation of a legal person-taxpayerifoactivity of a physical person engaged
in business undertakings without having establishdédgal person is terminated, a VAT
declaration should be submitted to the tax autlyowithin 30 days provided that it is not
later than the term provided by this Code. In ttase, tax period shall cover the period from
the beginning of a term considered as accountingogetill the date when the taxpayer
stopped his activity.

177.3. Articles 177.1 and 177.2 of this Code shall apply to persons who are taxpayers
only on the import of goods pursuant to Article IH4f this Code.

177.4. VAT on taxable import shall be calculated aollected by customs agencies in the
manner established for the payment of customs slgiigsuant to this Code and customs
legislation.

177.5. During the registration for previous datesaccordance with article 157.3.3. of this
Code the taxpayer shall be obliged to pay VAT fitamable operations from the moment the
registration had entered into force and shall hible right to for compensation of tax
amounts in accordance with procedure establishetikpayers. These operations shall be
deemed as implemented within the month in whichdéelaration was submitted. In such
event the taxpayer shall hold the right to subetectronicVAT invoices for operations that
were reflected in declaration.

177.6. VAT shall be paid to the state budget.(14)
Article 178. VAT accounting period
A VAT accounting period shall be a calendar month.

Article 179. Relations with the budget when the amunt of creditable tax exceeds the amount
of calculated tax

179.1. With respect to taxpayer whose taxable wentaxed at a zero rate is at least 50% -
the credited tax amount which exceeds the calalilzbe amount in the accounting period
shall be returned by the State tax agency withindd$s after the receipt of taxpayer’'s
application.

179.2. With respect to other taxpayers — the ceeldiax amount that exceeds the calculated
tax amount in the accounting period shall be cdrfegward to the followingd months and
credited against the payments of that period. Aakardice of the excess payment shall be
refunded from the treasury within 45 days aftendjla tax return for that period.

179.3. In any case when certain amounts are refumnoleaxpayer erroneously, the tax
agency may demand the return of such amounts dngotal the procedure established for
the collection of tax.(14)

Article 180. Liability of Taxpayers and Supervisionby Tax Authorities

180.1. Taxpayers and their officials shall be kalbbr calculating the VAT correctly and
paying it to the Treasury in a timely manner. Tiségll also be liable for filing tax returns



with tax authorities within the established ternyrquant to the tax legislation of the
Republic of Azerbaijan or, in the event VAT colliect is vested in customs authorities,
pursuant to customs legislation of the Republiénérbaijan.

180.2. Administration and supervision with respiectax collection shall be carried out by
State taxation and customs authorities, withingbeer vested in them, in accordance with
this Code and customs legislation of the Repulfliszerbaijan.

Article 181. Refund of VAT in the case of a free gnt

181.1. A person who receives goods or benefits froonk or services provided free of
charge by an international organization, foreiggaleentity or physical person pursuant to
international or intergovernmental agreements taclvithe Republic of Azerbaijan is a
party, shall be entitled to a refund of the VAT gban said goods, work or services, within
45 days upon submittinglectronictax invoices to tax authorities.

Note: If as of 1 January 2003, the total amountaxable operations of the taxpayer does
not exceed 5000-fold size of non-taxable amoumafthly income for the previous 12 full
calendar months, the taxpayer within 45 days caplyafor revocation of registration for
VAT, except for cases stipulated by the Article.158 the Tax Code of the Republic of
Azerbaijan. Cancellation of registration for VAT rposes shall be carrying out in
accordance with the second sentence of Article 2ZL5hd 158.3 of the Tax Code.

If the tax declarations submitted after the dateeofry into force of the lawe 383 (1
January 2003) cover the activity relating to theipé prior to January 1, 2003, then tax
rates in effect during this period shall be applied

If tax invoices for transactions undertaken by thepayer in cash before January 1, 2003
and subject to VAT are reflected in the declaraisnbmitted to the tax authorities within

the set deadline for the period in which these apens were carried out, they give rise to a
tax reimbursement. (6)

Chapter XII. Excisetaxes
Article 182. Concept of excise
182.1. Excise shall be an indirect tax includethimsale price of excise goods.

182.2. Excise goods produced in or imported ineRlepublic of Azerbaijan shall be subject
to excise tax, except for goods that are exemp ax.

Article 183. Taxpayers

183.1. Unless otherwise provided for in this Chgp# legal or physical persons engaged in
the production of excise goods in the Republic aéaijan, or importation of such goods
into the Republic of Azerbaijan, as well as restdesf the Azerbaijan Republic involved in
the production of excise goods directly or via cactor outside of the territory of



Azerbaijan, who are not registered as taxpayetiseatanufacturing location of such goods,
shall be payers of excise tax.

183.2. With respect to goods produced from raw ria$e delivered by customer,
manufacturers (contractors) of goods shall be dened as excise taxpayers. In such case
the manufacturer (contractor) holds the right tguest the compensation for the amount of
excise from the customer.

Article 184. Taxable base
184.1. The taxable base shall be the following:

184.1.1. release of excise goods produced in thetoty of the Republic of
Azerbaijan outside the boundaries of the buildimgytwere produced;

184.1.2. with respect to imported goods — a taxalperation shall include an
import of excise goods pursuant to the customssletpn of the Republic of
Azerbaijan.

184.2. For the purposes of this article the pradadiacilities shall stores, secondary storage
areas and other similar premises.

Article 185. Amount of taxable operation

185.1. With respect toil productsand tobacco productproduced in the territory of the
Republic of Azerbaijan, the amount of the taxabt;sideration shall be determined,
excluding the VAT and excise amounts, on the bafstie compensation (including barter)
received, or receivable, by the taxpayer from dauer or any other person, the amount of
such compensation being not less than the wholesal&et price of the relevant goods.
Taxable operation for other goods with excise teodpced in the territory of the Azerbaijan
Republic shall be considered as the amount of gpoaiduced.

185.2. With respect to import goo@aith exception of light vehicles, leisure and gpor
yachts and other floating transports stipulated loese purposes)he amount of the taxable
consideration shall be the customs value of thedgatetermined in accordance with the
customs legislation of the Republic of Azerbaijéit(not less than the wholesale market
price, excluding the excise and VAT) plus the amoefinduties and taxes payable on the
import of goods into the Republic of Azerbaijandkxling excise and VAT).

Taxable operation on light vehicles, leisure andrspyachts and other floating transports,
specified for these purposes is their engine vofume

Article 186. Date of the taxable operation



186.1. With respect to goods produced in the tagriof the Republic of Azerbaijan, the
time of the taxable operation shall be the time nvlige goods are released outside the
boundaries of the building they are produced.

186.2. With respect of the import of goods, thectiofi the taxable operation shall be the time
when the import is effected in accordance with ¢hstoms legislation of the Republic of
Azerbaijan.

Article 187. Taxation of export

Export of excise goods shall be taxed at a zem rat
Article 188. Excise exemptions

188.1. The following shall be exempted from excise:

188.1.1. import of three litres of alcoholic beggaand three blocks of cigarettes by
a physical person for personal consumption and v@spect to persons entering the
territory of the Republic of Azerbaijan by automeli one tank of fuel stipulated by
the technical passport of the vehicle;

188.1.2. goods transported through the territorythef Republic of Azerbaijan by
transit;

188.1.3. temporary import of goods into the RepuibfiAzerbaijan, except for goods
intended for re-export;

188.1.4. goods that are intended for re-exportssedired under a pledge;

188.2. Exemptions from excise provided in ArticB811. of this Code shall apply only if the
conditions for the exemption from customs duties @mplied with. If, for the purposes of
customs duties, goods imported are subject toabene of the refund of the duty, or if the
payment of the custom duty is required upon thedatimn of the conditions of the
exemption, such regime shall be applied to theecttin of excise taxes.

Article 189. Credit of excise for production needs

189.1. A person purchasing excise goods (raw nads$¢rand using these goods for the
production of other excise goods shall be entitted credit in the amount of the excise paid
on the purchase of the raw materials or to a refifritle excise amount.

189.2. A credit or refund of excise according ts tArticle shall be allowed provided that
the producer of the raw materials submits a supmpelectronic taxinvoice or, when
importing raw materials, relevant documents. Theoam shall be returned to taxpayer
within 45 days after the filing of a relevant docmhwith tax authorities.

Article 190. Tax rates and the list of excise goods



190.1. Following goods shall be subject to exdse t

= Alcohol, beer and all types of alcoholic beverages;

= Tobacco products;

= Oil products;

= Light vehicles (with exception of motor transporeans for special purposes,
equipped with special markings and equipment);

= Leisure and sports yachts as well as other floatirmgsports stipulated for these
purposes.

190.2. The relevant executive authority shall deiee rates of excise tador excise goods
imported into the Azerbaijan Republic (with exceptof light vehicles, leisure and sports
yachts and other floating transports stipulated tfogse purposes)

190.3. To food alcohol, beer, alcoholic beveraged #&obacco products, imported to the
territory of the Azerbaijan Republic, following ése rates are applied:

190.3.1. food alcohol (including ethyl alcohol nderatured with alcohol content of
not less than 80 percent; ethyl alcohol non-dereduwith alcohol content of less
than 80 percent) - 0.8 manats for liter;

190.3.2. vodka, strong drinks and strong beveragéenals, liqueurs and liqueur
products - 0.5 manats per liter;

190.3.3. cognac and cognac products - 0.2 manatitpe
190.3.4. sparkling wines - 0.2 manats per liter;
190.3.5. wine and vineyard materials — 0.1 manatdifer;

190.3.6. beer (with exception of non-alcoholic hpeerd other beverages containing
beer — 0.08 manats per liter;

190.3.7. all types of tobacco products - 12,5% .

190.4. Following excise rates are applicable tdhtigehicles, leisure and sports yachts and
other floating transports stipulated for these pasps imported to the Azerbaijan Republic:

Description of taxable object Excise rate

Light vehicles:

With engine volume up to 2000 cubic sm. For each cubic sm. of engine volu
— 0.15 manat

With engine volume up to 3000 cubic sm. 300 manats + 1 manat for each ci

sm. for the portion of engine 2001-
3000 cubic sm. of engine volume
With engine volume up to 4000 cubic sm. 1300 manats+ 2manats for each c
sm. for the portion of engine 3001-
4000 cubic sm. of the engine volume



With engine volume above 4000 cubic sm. 3300 manats + 4 manats for e
cubic sm. for the portion of engi
exceeding 4000 cubic meters
engine volume

Sport and leisure yachts and other floating trartspesed fc1 manat for each cubic sm. of enc

these purposes volume»

190.5. Excise rates on petroleum materials, lighhigles, leisure and sports yachts and
other floating transports stipulated for these pasps produced in the Azerbaijan Republic
shall be established by the relevant executiveaitth (3, 9, 14, 16)

Article 191. Accounting period and payment of excis

191.1. The accounting period for excise shall terdened on the basis of calendar month.
With respect to the production of goods — whenyag out taxable operations during each
accounting period excise shall be paid no laten tBd" of the month following the
accounting month.

191.2. If a taxpayer has fallen into arrears onisextax for any period, the excise tax shall,
starting from the time that the arrears startedl diné time of settlement, be paid when

carrying out the taxable transaction. Moreover, tdvgpayer shall not have the right to

remove the goods out of the building where the gaoé produced before said excise tax is
paid on such goods.

191.3. When excise goods are imported excise dlalcollected under the procedure
established for the collection of customs duties.

191.4. Excise shall be paid to the state budget.
Article 192. Filing of returns

192.1. In the cases stipulated in Article 191.1this Code, taxpayer shall be required to file
a tax return according to the procedure establishedthe relevant central executive
authorities within the term determined for the pawtnof the tax, such return indicating
taxable operation during each accounting period.

In case of liquidation of a legal person-taxpayerfaactivity of a physical person engaged
in business undertakings without having establishéelgal person is terminated, an excise
tax declaration should be submitted to the tax arty within 30 days provided that it is not

later than the term provided by this Code. In ttase, tax period shall cover the period from
the beginning of a term considered as accountingogetill the date when the taxpayer

stopped his activity.

192.2. Excise taxpayer shall submit an applicatmna credit mentioned in Article 189 of
this Code together with the tax return.(14)

Article 193. Refund of excise during re-export



193.1. With respect to imported goods intendedfdother re-export, excise shall be paid
upon the import of the goods and be subsequerftimded, in the amount corresponding to
the actual quantity of the re-export, from the oot authorities collecting that excise within
15 days.

193.2. Article 193.1. of this Code shall not apfaythe import goods that are exempted from
the collection under Article 188.1.4. of this Code.

Article 194. The tax control over excise goods

194.1. The procedure for affixing excise stampgdods, as well as import goods, which are
subject to excise under the established rate, Sieatletermined by the relevant executive
authority. Import, storage (except for storage obds of personal consumption) or sale of
such excisable goods without a stamp shall bedddsand shall involve the responsibility
envisaged by the legislation

194.2. Tax authoritieshall be entitled tgrevent the export (issuance) of excise goods
outside of production boundaries without registnatimarking and payment of excise in case
stipulated by Article 191.2. of this Code, in aaamce with procedure established via

installation of control posts, measurement devares putting a seals in appropriate premises
and stores (except for personal premisesgase of establishment by taxpayers of violation
of requirements provided by this Codaf taxpayersthat produce excise goods to be

stamped, as well as other measures.

194.2.1. Control posts are established by the dmtisf relevant executive authority
and shall be equipped with telephone and other irequequipment at access and
exit gates of production sites of taxpayers engaggaroduction of goods subject to
excise.

194.2.2. In establishment of control posts the éetipn of technical integrity,
compliance with process equipment standards, instntation and laboratory
devices of taxpayers manufacturing products suligeeixcise, their sealing shall be
implemented by relevant executive authority.

194.2.3. Employees of control posts provide thentary of remaining excise marks,
seal instrumentation on production measurement, naaterial and final product
stores, process equipment at production sites, @lsag marking during the sell of
products subject to marking, with review of initelpport documentation (receipt,
bill of lading, electronic tax invoice etc.), coalrtheir transportation from
production sites, transfer of final product to soand issuance to customers,
compliance with marking application rules.

194.2.4. Sealing of instrumentation on volumesrofipction, raw material and final

products stores, process equipment at productioes sshall be implemented by
employees of control posts together with manufactsir representative and

performance of relevant records in accordance igtims approved by tax authority,
including the records of instrumentation on voluneégroduction at the day end,
break between the shifts, as well as in the evesugpension of validity of licenses
or their cancellation, absence of excise marksniarking of final products, absence



of raw materials, support and packaging materias,well as in the event of long-
term stand-by of equipment for technical reasons.

194.2.5. Shutting of production capacities in tiverd of suspension of production
shall be performed by sealing of process lines equpment at places to make their
use impossible.

194.2.6. Sealing and removal of seals shall be a@rued by the relevant act with
participation of control post employees and mantufeer representative.

194.2.7. If during the commencement of the operationtrol post employees are
absent, seals can be removed by responsible enaslogé the manufacturer
informing the tax authority, and relevant protocsisall be made with indication of
reasons and date.

194.2.8. Employees of control posts shall check dbeformance of quantities,
volumes, weights specified in documents issueskdts of products with their actual
numbers, volumes and weights and indicators in dmous shall be registered in
dedicated logs. Upon this the employees of corgadts on initial confirmation
documents of goods (receipts, bills of lading cttmic tax invoice etc.) shall
authorize the issuance.

194.2.9. In the event of changes to indicatorsisfrumentation, damage to seals on
process equipment within the period between apipdicaof the seal and its removal,
found deviations in marking of production by examsarks, as well as delivery of
final products outside of the production site witblation of Article 191.2 of this
Code employees of control post shall develop tlevaat protocol and immediately
inform the tax authority.

Article 195. Electronic tax invoices
195.1. Subject to the provisions Article 195.3.tlus Code, taxpayers supplying excisable
goods shall write out and isswectronic tax invoices to the receivers of the goods in
accordance with the existing instructions.
195.2. Anelectronictax invoice shall be an invoice drawn up in the-farma established by
the relevant central executive authorities andeo#ithg such information as stipulated in
Article 176.2. of this Code.

195.3. When goods are supplied on a retail basipldied invoices may be used instead of
electronictax invoices.

Chapter XII1. Property Tax
Article 196. Taxpayers

The payers of property tax are the physical persams enterprises specified in article 197
of this Code being the objects of taxation. (3)



Article 197. Taxable base
197.1. Following shall be a taxable base:

197.1.1. The value of buildings and their partsémafter referred to as buildings) as
personal property ofesident or non-residenphysical person in the Republic of
Azerbaijan, any water and air transport facility md by a physical person,
irrespective of where they are located and whetheot they are used;

197.1.2. average annual value of fixed assets@bdlance of enterprises;

197.1.3. for enterprises-non-residents, carryingt dhe business activity by
permanent representation in the Azerbaijan Republionly the average annual
value of fixed assets connected with permanenesgmitation.

197.2. The value of the assets that constitutexabta base and are accumulated by
enterprises for carrying out a joint activity witktccreating a legal entity shall be included in
the tax return for the purpose of taxation by thiatjactivity participants consolidating such
assets. The value of the fixed assets createditadjjas a result of the joint activity shall be

included in the tax return in accordance with thatipipating shares in the property
determined under contract by the joint activitytggprants.(3, 6, 11)

Article 198. Tax rates
198.1. Physical persons shall pay the propertyrtdallowing order and at following rates:
198.1.1. from the inventoried value of the buildingheir ownership:

= the tax not to be levied if the value does not ercte sum 05000 manats
The rate of 0.1 % shall be levied from the amouwweeedingbO00manats.

198.1.2. for water and air transport facilities:
198.1.2.10.02 manaper 1 cub. sm. of the water transport facilitygme;
198.1.2.20.02 manaper 1 cub. sm. of the air transport facility’s &g

198.1.2.3. 1% of the market value for water andramsport facilities without
engines.

198.2. Enterprises shall pay tax at the rate ofof¥%he value of the fixed assets determined
under Article 202 of this Code.

Article 199. Tax privileges and exemptions



199.1. Budget-funded institutions and organizatiatate power and governing bodies, the
Central Bank of the Republic of Azerbaijan andoiffices, state funds and public entities for
disabled peoplehildren with limited levels of health

199.2. Buildings of art workshops or parts of buigs where such workshops are located
that belong to natural persons involved in entmnepueial activity without establishing the
legal entity on craft production of copper, tin apdttery products, house appliances,
gardening instruments, national music instrumetolgs, souvenirs, house appliances made
of reeds and cane, involved in embroidery and prtdo of house appliances from wood
shall not be taxed;

199.3. The amount of property tax that shall bel i3 persons indicated in article 102.2 of
this Code, as well as people on pension or obligatolitary service, their family members
for the period of such service shall be reducedteramount oBO manatswith exception
of cases of their leasing, rent or use for entregueal or other commercial activity.

199.4. For the purposes of taxation the value térprise property shall be reduced for the
amount of value of following facilities:

199.4.1. facilities used for the purposes of enwinent, fire protection and civil
defense;

199.4.2. product lines, railways and motorways, momication and power lines,
melioration and watering facilities;

199.4.3. Automobile transport that shall be taxe@dcordance with articli211.1.2
of this Code;

199.4.4. facilities of enterprises involved in edtion, health, culture and sports that
used only for the purposes of such areas of agtivit

199.5. Trolley buses and tramps used for the t@teion of passengers in cities shall be
exempted from property tax.

Article 200. Procedure for the calculation and payrant of the property tax of physical persons

200.1. The property tax shall be calculated on i&dimg according to the inventory value
placed by local government authorities to thatdod.

For premises owned by natural persons, the propéaty shall be calculated by the
municipality of the area at which they are located.

200.2. Property tax on a building that has sevaewalers shall be calculated, in accordance
with the share of each owner in that building, lo@ basis of procedure established in Article
200.1. of this Code.



200.3. Tax authorities shall calculate tax on watat air transport facilities, as of January 1
of each year, on the basis of the relevant infolonasubmitted by authorities registering
such facilities. In the absence of such registratice owner of this property each year before
January 1 shall provide to relevant authoritiesudoents that include all necessary data
(year of manufacturing, price at the moment of pasing and technical characteristics) on
all water and air transport owned.

Tax on a water or air transport facility that havesal owners shall be collected from the
person who has registered such facility under s name.

200.4. Municipalities shall submit tax payment notifications to taxpayact later than
August 1.

200.5. The annual tax amounts shall be paid, iralegartions, before September 15 and
before November 15. If property tax was not paidhmy previous owner of property it shall
be paid by new owner within timeframes stipulatgdHis Article.

200.6. The tax on the property of natural perstradl e paid into local (municipal) budget.

Article 201. Calculation and payment of the propery tax of enterprises

201.1.1. In the case of insurance of property efehterprise more than it's residual value,
the property tax is counted up with the use of llefetax on property certained in
accordance with the article 14.3.4 of the followi@gde. In case if the cost of insured
property is determined by taking into account trerkmat value, positions of the article 202
of the following Code, are not used.

201.2. The average annual value of the propergntérprises shall, for taxation purposes,
be determined pursuant to Article 202 of this Code.

201.2. The tax period on property tax shall bel#istaed as calendar year.

201.3. Property taxpayers shall pay 20 percennhofial tax amount not later than 15 of the
second month of each quarter.

Legal persons, who were not the payers of progestyn previous accounting year, who are
the payers of such tax in the following year, adl we newly established and payers of
property tax, no later than by 15 of the second tma each end of quarter, in which the
property was purchased, shall make the currenfp@yments at the rate of 20 percent of the
annual amount of property tax, which shall be sabje calculated for such property.

Current tax payments on property tax are applicatdetax amount, withheld from the
taxpayer for the tax year.



201.4. The amount of tax that shall be paid tostiage budget for accounting period shall be
determined with increasing value from the startyefr with consideration of previous
payments.

In the event of failure to pay current taxes witimeframe established under Article 201.3
of this Code, for each day of delay of the tax paymnthe interest shall be charged to
taxpayer in accordance with procedures specifiedriicle 59 of this Code.

Current tax payment on property tax upon expiryegiorting year shall be recalculated and
if the amount of current tax is higher than the éamount in the report, the exceeded amount
of current tax and relevant amount of interest shalreduced.

201.5. Enterprise shall submit to the tax authotiity annual declaration on property tax no
later than March 31 of the year following the repog year.

A taxpayer-legal person shall, within 30 days frdm date of adoption of decision on its
liquidation, and in case when such date is not meet for a permanent representative
office of a non-resident, from the date of legalma of such decision at representatives of
the Azerbaijan Republic in foreign countries (atnsolar offices of other countries
representing interests of the Azerbaijan RepubBclymit property tax declaration to tax
authority, and in this case accounting period sltaler the period from the beginning of the
tax year till the date when the business activitthe taxpayer was terminated

201.6. Taxes on annual return shall be paid bef@esubmission deadline for such returns.
The amount of calculated tax shall be deducted firome, which shall not be limited by
Article 199 of this Code.

201.7. The property tax of enterprises shall bd pdb the state budget.

In the absence of documents, confirming the taxTgen, registration, re-registration and
technical inspection shall not be conducted. (6,141 16)

Article 202. Procedure for determining the averageannual value of the property of an
enterprise

202.0. For taxation purposes, the average annudaé\a an enterprise’s property (with
exception of automobile transport means) shallddeutated in the following way:

202.0.1. The residual value of enterprise propgiyth exception of transport
means) for the start (cost remained after deductiom the residual value, fixed by
the end of the previous tax year, of depreciatiost calculated for this year) and
end of reporting year shall be summed and dividetivo.

202.0.2. If enterprise was establistedbecame a taxpayer of assessedwikin a
accounting year, the residual value of its propéviith exception of automobile
transport means) of the date of establishn@nbecoming liable to payment of
assessed taand the end of reporting period shall be summeddell by 24 and
multiplied by the number of month following the ntbnwhen enterprise was
establishear became a taxpayer of assessedutatd the end of the year.



202.0.3. On liguidation of the enterprise during tfnancial year or in case if it is
the simplified taxpayer, the remaining cost ofpiteperty (except for auto transport
vehicles) on beginning of the year and upon the aétliquidation of enterprise, or
upon the date of it's being a simplified taxpayieradded up, divided on 24 and
multiplied on the amount of months, preceding ftbmbeginning of the year to the
month in which the enterprise was liquidated orle/fvas the payer of the simplified
tax.

Chapter XIV. Tax on land

Article 203. Tax on land

203.1. The land tax shall be calculated in the fasnfixed payment for land area
independent from the results of economic activitiand owners and users.

203.2. Resident and non-resident physical persasswell as Azerbaijani and foreign
enterprises, shall be registered after obtainingud@nts proving their right to own or use
land plots. Natural persons and municipal enteegrishall be registered at municipalities,
other enterprises- in the tax authority.

Article 204. Taxpayers

The payers of tax on land are the physical persams enterprises who own or use land
plots on the territory of Azerbaijan Republic. (3)

Article 205. Taxable base

Land plots granted to the ownership or use of eng&s and physical persons pursuant to
the legislation of the Republic of Azerbaijan shmlobjects of taxation.

Article 206. Tax rates
206.1. Land tax rates for agricultural lastthll be 0.06 mandbr 1 conventional point.

206.2. Conventional points shall be determined Hwy televant executive authority with
consideration of evaluation procedures dependintherpurpose, geographical location and
the quality of agricultural lands in administratinegions.

206.3. For industrial, construction, transport |deommunications, trade and utility services
lands and other dedicated lands occupied by agueal sites of housing funds and lands of
citizens the tax shall be charged for each 100nseters of the land plot in accordance with
rates specified in the table below:

Industrial, construction, Lands of housing funds
Areas transport, agricultural lands and lands
telecommunications, tradeoccupied by citizens (o




and housing servicing an(manats)
other dedicated lands (ir

manats)
Baku | 10| 0.6
Cities Gandja, Sumgayit al
Apsheron district 8 0.5

Other towns (with exception
regional subordination town:

regional centers 4 0.3
In  towns, settlements a
villages of regiong

subordination (with exceptic
of settlementsand villages ¢
Baku and Sumgayit cities,
well as Apsheron region)

N~y
~
-

(3,9, 14, 16)
Article 207. Tax privileges

207.1. The following shall be exempt from the pagb tax on land:
207.1.1. commonly used land belonging to populateds;
207.1.2. lands owned or used by government autb®rand local management
authorities, budget funded organizatio@gntral Bank of the Azerbaijan Republic
and its structureand also the State Oil Fund of the Azerbaijan Répub
207.1.3. land pertaining to the State, forest aatemreserves which is not attracted
to economic activity, as well as land located untter Azerbaijani sector of the
Caspian Sea,;

207.1.4. state border lines and lands designatedkfence purposes.

207.2. The amount of tax for lands owned by perssifmilated in article 102.2. of this
Code, shall be reduced b9 manatg9, 16)

Article 208. Procedure for the calculation and payrant of tax on land

208.1. The land tax shall be established on thes lmslocuments that confirm the right of
ownership and use of lands. For lands with locateactures and facilities as well as plots
necessary for sanitary protection of facilities tdred tax shall be paid.

208.2. Enterprises shall annually calculate taxaon on the basis of the sizes of the land
spot and the tax rates, and submit such tax retortesx authorities not later than May 15 of
each year.



208.3. Relevant agencies shall calculate tax oth tamphysical persons annually before July
1 of and submit the payment notifications not lalen August 1.

208.4. for land plots intended for placement ofictures owned by the number of legal or
natural persons, the tax shall be calculated seggrgroportional to areas of structure
owned by such parties.

208.5. Tax shall be paid, in equal portions, befangust 15 and November 15. If the land
tax was not paid by previous owner of the landhdll be paid by the new owner of land plot
by the date established in this Article.

208.6. Enterprises shall pay the tax on land tosthée budget and natural persons to the
local (municipal) budget.

208.7. Amount of land tax calculated for land usgdnatural persons for the purposes of
entrepreneur activities as well as land owned byaleentities, shall be considered as
deductions from profits, not limited by Article 140this Codg21)

Chapter XV. Taxesto the Road Fund
Article 209. Taxpayers

The road fund taxpayers for the use of automolbiéels in the Azerbaijan Republic shall be
non-resident enterprises that own the transportnmeariving to the territory of the
Azerbaijan Republic and using the territory fomsportation of passengers and cargass,
well as persons, owning or using on the territofyttie Azerbaijan Republic light vehicles,
buses and other motor transport means (hereinafiterthe purposes of this Article —motor
transport means).(11)

Article 210. Taxable base

The taxable base shall be automobile means ofgiorebuntries arriving to the territory of
Azerbaijan Republicas well as property owned or used on the territofythe Azerbaijan
Republic. (11)

Article 211. Road fund tax rates

211.1. Tax for motor transport means of foreignteda entering the territory of the

Azerbaijan Republic, is calculated dependent ontiipe of motor transport, number of
seats, loading capacity and total weight of motansport means together with cargo, axis
load, distance on the territory of the AzerbaijaepRblic, transportation of hazardous

materials, as well as the volumes of engines obmibansport means, owned or used by
persons on the territory of the Azerbaijan Repulsliaccordance with following rates.

211.1.1. From motor transport means of foreignesaentering the territory of the
Azerbaijan Republic.

211.1.1.1 Motor cars - $15 USA



211.1.1.2 For buses dependent on number of sedtpanod of presence on
the territory of Azerbaijan Republic:

Period of presence on|\With number of seats\With number of seatsWith number of seats
territory upto 12 from 13to 30 from 31 and more

For 1 day 15 dollars USA 20 dollars USA 25 dollars USA

Up to 1 week 30 dollars USA 40 dollars USA 50 dollars USA

Up to 1 month 1100 dollars USA 140 dollars USA 175 dollars USA

Up to 3 months 300 dollars USA 1400 dollars USA 500 dollars USA

Up to 1 year 11050 dollars USA 1400 dollars USA 1750 dollars USA

211.1.1.3 for trucks, trailer transport means degemt on number of axis and period
of presence on the territory of Azerbaijan Republic

Period of presence on territory |Number of axisupto 4 (four) |Number of axis of 4 (four) or
more

For 1 day 20 dollars USA 30 dollars USA

Up to 1 week 40 dollars USA 80 dollars USA

Up to 1 month 1140 dollars USA 280 dollars USA

Up to 3 months 400 dollars USA 800 dollars USA

Up to 1 year 11400 dollars USA 2800 dollars USA

211.1.2. persons, owning or using motor transpoetans on the territory of the
Azerbaijan Republic (with exception of agricultueduipment, used for production
of agricultural products (tractors, harvesters amotton harvesters) and budget
organizations motor transport), shall pay the anhuzad tax in accordance with
volume of engine of this motor transport in accarcawith following rates:

Description of item of taxation IRoad tax rate

| Light vehicles |

Engine volumes up to 2000 cubic sm For each cubiic & engine volume —0.01
manat

Engine volumes above 2000 cubic sm. 20 manat + 0.02 manats for each cubic sn

engine volume for the portion of eng
exceeding 2000 cubic sm.

Buses and other automobile transports For eaclc arbh. of engine volume —0.02
manats

211.2. Tax, stipulated in Article 211.1.1.3 of ti@d®de on the movement of heavy and
oversized vehicles and transportation of cargo Ishal paid at the following rates per 1
kilometer of the road in the territory of the Repalof Azerbaijan:

211.3. The tax amount specified in Articl211.1.1.30f this Code shall be increased by
percentage for the transportation of dangerousocarg



= for cargo involving little danger - 100%
= for dangerous cargo — 200%
= for cargo involving special danger - 400%

Article 212. Road tax deduction

212.1. Tax for motor transport means of foreigntesta established in accordance with
Article 211.1 of this Code, is deducted by custanthorities in the entrance of these motor
transport means to the customs territory of therBaigan Republic and within one banking
day is transferred to the state budget.

212.2. In the event of non-submission of documeetsying the payment of annual road tax
in accordance with procedures, specified in thachet212.4 of this Code, registration, re-
registration and technical check of motor transpdry the relevant executive power
authority, which implements the state registratioh motor transport means, is not
implemented.

212.3. Legal persons, who own or use motor trartspeeans on the territory of the
Azerbaijan by the end of calendar year, shall swbtoithe tax authority the annual
declaration on road tax no later than by March Fltlee year following the reporting year
and transfer the paid tax until this period to tsate budget. Amount of paid tax shall be
applicable to deductions from profits, not limitieg Article 119 of this Code.

212.4. Natural persons, who own or use motor transpneans on the territory of the
Azerbaijan Republic, shall pay the annual road tathe state budget during the technical
check of automobiles.

212.5. Information on newly registered transportameg or transport means the registration
of which was cancelled, every quarter no later thgn2d" of each month, following the

reporting quarter, submitted to the relevant exaeututhority, which implements the state
registration of motor transport, to the relevanteemtive authority in accordance with the
form, determined by the relevant executive authofitl, 16)

Article 213. Royalty (Mining Tax)

Royalty shall be paid with a view to rational udesobsurface resources in the territory of
the Republic of Azerbaijan and on the Caspian shelf

Article 214. Taxpayers

Payers of royalty are the physical entities andegpises extracting the minerals from
subsurface strata of the earth on the territorythef Azerbaijan Republic (including Caspian
sea sector belonging to the Azerbaijan Republ&)). (



Article 215. Taxable Base

Minerals extracted from subsurface strata in thetoey of the Republic of Azerbaijan,
including the portion of Caspian Sea belongingh®Republic of Azerbaijan.

Article 216. Tax rates

216.1. Royalty is established dependent from the of produced natural resources, with
application to wholesale price, as follows:

\Name of natural resources subject to royalty \Royalty rates (in percents)
Crude ol 26

Natural gas 20

Mining natural resources: 3

All types of metals

216.2. Royalty is calculated for each cubic metepahdent on the following types of
produced natural resources at following rates:

\Names of natural resources, subject to royalty tax |Roya|ty tax rates (in manats)
Non-metallic natural resources: |

Zeolite 0,5
\Barite |O,5
'Sawn stone 0,5
Rubbles 0,5
Clays for production of light fillers (claydit|0,5
nodulizer)

Bentonite clays 0,5
Brick and tiling clays 0,5
Volcano ash and pamice 0,5
Quartz sands 0,5
Construction sands 0,5

\cement stuff (limestone, marl-clay, volcano ash) |O,5
maskstones (marble, gabbro, tufs, travertine, mai|l

limestone)

Precious and half precious jewelry stones 4
Rock salt 4
iodine bromine mixed waters 0,02
\Mineral waters |6

(6,9, 11, 14, 16)



Article 217. Procedure for calculating tax, term fa its payment and submission of the tax
return

217.1. Tax on trade shall be calculated on minesgigulated in Article 216.1 hereof- with
application of the appropriate tax rates to the \dsale price of minerals mined from the
subsurface of the earth, and on minerals stipulétefirticle 216.2 hereof - with application
of the appropriate tax rates to each cubic metemoferals mined from the subsurface of the
earth

217.2. Royalties shall be paid after the extractiba product on a monthly basis oa later
than 20" dayof the month following the accounting month.

217.3. Payers of royalties shall submit tax retwwnsa monthly basis no later than thd"20
day of the month following the accounting month tle@ mining tax to the tax authorities, on
taxes to be paid to local budgets- to municipaitie

217.4. The amount of tax calculated in accordanite pvocedures stipulated by this Article
shall be considered as deductions not limited kicker119 of this Code.

217.5. The mining tax (with exception of mining tar construction materials of local
importance) shall be paid to the state budget.imimeng tax on construction materials of the
local importance shall be paid to the local (mysat) budget.

Ceramide clays, mortar sand, raw materials from-Hsgrength crushed stone are
considered as the construction materials of loogbortance.

217.6. When calculating the mining tax in accoraéawgh article 217.1. of this Code for the
production of oil and gas, the volumes of oil ara$ ge-injected back to well due to the
technological processes shall be deducted fromvidhemes of oil and gas produced in
accordance with regulations established by releeaitorities of executive power.(3, 11,
14)

Chapter XVII. Simplified tax

Article 218. Payers of Simplified Tax

218.1. With consideration of provision of chaptéioKthis Code legal entities not registered
for the VAT purposes, which have the volume ofbiaxaperations for the previous 12

months period at 150000 manats and less and pddyp@rsons engaged in entrepreneur
activities without creation of a legal entity, whibave the volume of taxable operations at
90000 manats and less, shall be entitled to beagers under simplified regime.

Taxpayers entitled to payment of simplified taxh{veixception of taxpayers, stipulated under
Article 218.1.1 of this Code) annually, no lateamhon April 20 shall submit the appropriate
declaration or written notification on non-using tfis right to tax authority, in which they
are registered. Taxpayer is not entitled to makanges to the selected method until the end
of calendar year, unless otherwise is stipulatedeunthis Code. If the taxpayer did not
submit the declaration or written notification wirththe specified time, the tax authority



applies the taxpayer's method, used in previousyeer. Taxpayer, who has started new
activities within a year, shall apply the methogesified in the application for tax
registration.

218.1.1. Following persons are the payers of sifigalitax:

218.1.1.1. persons, implementing the transportatibpassengers and cargoes in the
Azerbaijan Republic by motor transports, owned sediby them (with exception of
international cargo and passenger transportationperforming such transportation
via other persons on contractual basis;

218.1.1.2. persons engaged in activities on dwgllousing construction (legal
entity or natural person constructing on the ownleased areas, as well as land
plots allocated for dedicated purpose, using hisnoar attracted funds for

satisfaction of personal needs of population or dommercial purposes, using his
own sources or qualified professional contractohonowns the facility or complete
structure).

218.2. Following groups are not entitled to usedified tax system:

= Parties producing excise goods,

= Crediting and insurance entities, investment funglefessional security market
participants,

= Non-governmental pension funds;

= Obtaining incomes from letting the property or ribya

= the residual value of owned fixed assets at the stat for the amount exceeding 1
000 000 manats (with exception of persons, spekifieArticle 218.1.1 of this Code)
(6,9, 11, 16, 21).

Article 219. Subject of taxation

219.1. The gross volume of cash flow obtained fuydg (works, services) and property
provided by the taxpayer (with exception of taxpsystipulated under Article 218.1.1 of
this Code) as well as non-sale incomes within répgreriod shall be subject to taxation.

219.1-1. Motor transports, owned or used by taxpayspecified in Article 218.1.1.1
of this Code, are subject to taxation.

219.1.2. For persons, performing activities in destial housing construction, the
toal area of the building, including basementspidoand garrets (with exception of
the portion allocated to state, living area, carded of which is funded by state
budget, non-budgetary funds, under state guarardedsaid provided to state,
individual residential houses, or site of constiared not in contact with other
facilities) shall be subject to taxation.

219.2. Legal entities paying simplified téxith exception of persons specified in Article
218.1.1.2 of this Codeghall not pay VAT, profit tax and property taxdamatural persons
involved in entrepreneur activity without creatiofh legal entity - profit tax and VAT on
subject activity.



219.2.1. Legal entities paying simplified taxesaotordance with Article 218.1.1.2 of this
Code shall not be subject to profit tax and propéax, and natural persons performing
entrepreneur activities without formation of legatity shall not be the payers of income tax
for such operationg6, 9, 11, 16)

Article 220. Simplified tax rate

220.1. The simplified tax«(with exception of taxgrayengaged in activities, stipulated under
Article 218.1.1 of this Code) shall be calculateaii the amount of funds (gross volume of
cash flow) obtained from provision of goods, immatation of words, rendering of services
by the taxpayers and non-sale profits at followiatps:

= for Baku: 4 percent
= for other regions and cities, Nakhichevan Autond®epublic: 2 percent

220.2. For taxpayers involved in activities in estiand regions of the Azerbaijan Republic,
with exception of Baku, including Nakhichevan Aatag Republic, the tax rate established
shall be applied only when taxpayers are engagedciivities on these territories using
their own production facilities, property and lalrou

220.3 Payers of simplified tax registered for taowatpurposes in cities and regions of the
Azerbaijan Republic, in Nakhichevan Autonomy Republit engaged in activities in the
city of Baku shall be subject for payment of sifigalitax established for the city of Baku.

220.4. On profits established for various tax ratesntrol shall be conducted separately.
The highest tax rate shall be applied in the exéddilure to maintain such control.

220.5. Simplified tax for taxpayers engaged in pagsr and cargo transportation by
automobile transport, is determined as follows:

Tvoe of transportation Unit of  measurement Monthly amount of simplified tax
P P applied by simplifiedtax  |(in manats)

Passenger transportation (w|1 seat 1.8 manats

exception of taxis), by the

number of seats:

Passenger transportation |1 unit of transport 9 manats

taxi

Cargo transportation 'Load capacity 1 ton '1 manat

220.6. Simplified tax for taxpayers, implementirgsgenger and cargo transportation,
dependent on the type and territory of operatiaesgetermined with application to the
amount of simplified tax, specified in Article Z20f this Code, of following rates:

220.6.1. in the city of Baku (including villagesdagtistricts) and between Baku and
other settlements of the country — 2.0;



220.6.2. Absheron region, in the cities of Sumg&yéndja and between this region
and cities and other settlements of the countryh(wkception of those specified in
Article 220.6.1 of this Code) — 1.5;

220.6.3. In other cities and districts and betwdwmse cities and districts and other
settlements (with exception of those specified itickes 220.6.1 and 220.6.2 of this
Code) — 1.0.

220.7. Number of seats in the automobile transpfsish exception of taxis) or
loading capacity, are determined by the registmaticertificate of the automobile
transport.

If number of seats or load capacity of vehicledl{\ihe exception of taxis) have not
been mentioned on the registration certificateshaf vehicles, such data shall be
determined based on the certificates given to tath@ities by the appropriate

executive authority. In the event that it was ingilde to determine the number of
seats on the basis of the registration certificafethe vehicle or according to the
certificates given by the appropriate executive hauty, then amount of the

simplified tax shall be determined based on theaatumber of seats.

220.8. For persons engaged in operations on ragtdmusing construction, the
simplified tax is calculated with application otea established by relevant executive
authority on the basis of zoning of country’s @t@nd regions, to the amount of 10
manats for each square meter of taxable objecinetefin Article 219.1.2. of this
Code. (6, 9, 11, 14, 16, 21)

Article 221. Procedure for calculation of simplified tax, period of payment and submission of
declaration.

221.1. The amount of simplified tax (with exceptdriaxpayers, stipulated under Article
218.1.1 of this Code) for the reporting period $hwed calculated via application of tax rate
stipulated under Article 220 of this Code to th@gy volume of cash flow for reporting
period.

221.2 Quarter shall be the reporting period for plified tax regime.

221.3. Payers of simplified tax shall, no laterrittae 28' day of each month following the
reporting period, submit to tax authorities the ldeation on the amount of tax that shall be
paid and make the tax payment to the state buditf@nhveame period.

In case of liquidation of a legal person-taxpayerifoactivity of a physical person engaged
in business undertakings without having establistzedegal person is terminated, a
declaration should be submitted to the tax autlyontthin 30 days. In this case, tax period
shall cover the period from the beginning a terrmsidered as accounting period till the
date when the taxpayer stopped his activity.

221.4. Simplified tax for passenger and cargo tpamation by the automobile transport is
calculated as follows:



221.4.1. Simplified tax for each automobile tranmimon of the taxpayer, engaged
in passenger and cargo transportation, is calcudaby multiplication of the applied
unit of measurement of simplified tax, specifiediticle 220.5 of this Code, to the
monthly amount of simplified tax, specified in tidicle, as well as on rates,
specified in Article 220.6 of this Code, and transfd to state budget.

221.4.2. Taxpayers, specified in Article 218.1.0f1 this Code, shall pay the
simplified tax, calculated for the territory of ael implementation of passenger and
cargo transportation in accordance with Articles 22 - 220.7 of this Code,
independent of the place of registration of theoendbile transport.

221.4.3. During implementation of passenger andgecatransportation by the
automobile transport, used under the power of aigror leasing agreement, the
responsibility for the payment of simplified taydawith persons, who perform the
operations of automobile transport under the powsr attorney or leasing
agreement. In all other cases, the responsibibtypayment of simplified tax lays on
the owner of transport.

221.4.4. During implementation of passenger and geoartransportation by
automobile transport, owned by legal entities, oy legal entity itself, the simplified
tax shall be paid by this legal entity.

221.4.5. Taxpayers, engaged in passenger and daagsportation by automobile
transport, do not submit to tax authorities theldeation on their operations, unless
otherwise is stipulated under this Code.

221.4.6. Control over accurate calculation and tiyngayment to the state budget of
the simplified tax by taxpayers, engaged in passeagd cargo transportation, shall
be implemented by the relevant executive authority.

221.4.7. Persons, implementing passenger and caegsportation by automobile

transport, shall by the end of calendar month abta the relevant executive
authority for following month, quarter, half-year gear as per own wish for each
transport the «Distinction Sign» issued no latearttwithin two business days upon
the taxpayer's application in the form approved e appropriate executive

authority carrying out transportation policy.

To the application of taxpayer for obtaining of tk®istinction Sign» shall be

attached the bank payment document, verifying #yenent of simplified tax for this

activity. In the bank payment document shall becifipd the series and number of
state registration license of automobile transport.

Legal persons and physical persons engaged in bessinundertakings without having
established a legal person dealing with transpaotatof passengers and cargo shall be
given «a Distinction Sign» after they have fullydpthe calculated tax amount to the State
Budget. Taxes paid by persons dealing with trartgpion of passengers and cargo using
vehicles shall neither be returned to them nor aept with taxes for the next month,
regardless of whether they were actually carrietlsuch activities or not in that month.



In case of change of the owner or user of the Wehiaxes paid for the next months
by the previous owner or user for that vehicle kbal taken into consideration and
official re-registration of the «Distinction signeonfirming payment of taxes shall
not be required.

221.4.8. Forms of the «Distinction sign» and «Sgledistinction sign» shall be
determined by the appropriate central executivehaity carrying out the
transportation policy, and shall contain the follogvinformation:

221.4.8.1. Full name of the taxpayer-legal pereomame, middle name and
family name of the physical person;

221.4.8.2. Tax ID number ;

221.4.8.3. effectiveness period of the sign;
221.4.8.4. model of the vehicle and state registiadign;
221.4.8.5. number of seats or load capacity o/éiecle;
221.4.8.6. territory where the transportation isied out;
221.4.8.7. amount of taxes paid.

221.4.9. Automobile transport used for transpodatiof employees and their
luggage for provision of own operations by autornfelransport, owned by the

taxpayers, shall not be subject to simplified tax dor this transports the «Special
Distinction Sign» is obtained.«Special Distincti®gn» is issued to the relevant
executive authority within five business days uagpplication of the taxpayers, who
have transport facilities in their ownership. Noypa@ent is required for obtaining of

«Special Distinction sign». Taxpayers, who receitrexl «<Special Distinction Sign»,

during sales or transfer of automobile transportlanleasing, as well as in the event
of changes to its applications, not stipulated uritdés Article, no later than in one

business day in advance shall return the «Specistiigtion Sign» to the issuing

authority.

221.4.10. Upon the registration of new transportange used for transportation of
taxpayer’'s employees and their luggage, ownerbegd automobile transport within
five days shall submit the information to relevarecutive authority in accordance
with form, approved by the relevant executive attyo

221.4.11. «Distinction sign» or «Special distinatisign» shall not be received for
special purpose vehicles equipped with a specigh 9ir equipments (with the
exception of such services rendered to them byr dthgayers within business
activity), as well as vehicles intended for thecadf use of public authorities, budget
organizations and local self-government bodies, térBank of the Azerbaijan

Republic, foreign contractors and sub-contractocsiray within production sharing,

main export pipeline and other similar types of egmnents, state funds, diplomatic
and consular representatives of foreign countriepresentatives of international



organizations, and owners of such vehicles shdfirm the appropriate executive
authorities about such vehicles.

The appropriate executive authority shall inforne tipppropriate executive authority
till the 10" day of the next month about the signs given dutiegprevious month.

221.5. Persons engaged in residential housing coatbn, shall calculate the simplified tax

for each construction site in the quarter when tlmmstruction has commenced, as per
article 220.8 of this Code, and no later than™2of following month of the quarter shall

submit the declaration to the tax authority in them specified by relevant executive
authority.

Taxpayers specified in Article 218.1.1.2 of thisd€andependent of their place of
registration as taxpayers, shall pay the simplifted for the territory where actual

operations are taking place on construction of desitial housing (place of location
of construction site), defined as per Article 226t8his Code.

Upon submission to tax authority of the declaratgpecified under this Article,
calculated tax is paid to state budget in equaltjpois at the rate of 12.5 percent no
later than by 20 of the month following the quarter, until fulfiémt of all
obligations.

221.6. Persons, specified in Article 218.1.1 of tiode shall maintain the calculation of all

profits and expenditures separately for each tyjpactivity. Profits (losses) of these persons
on these types of operations shall not be appleablprofits (losses) from other operations.
(6,11, 14, 16, 21)



