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VLM and Partners

Business Sectors where we served

- Agribusiness

- Consumer Goods, Food & Retail

- Energy and Oil & Gas

- Banking and Finance

- Hotels and Leisure Sector

- IT, Telecommunication and Transport

- Manufacture, Trade & Services

- Pharmaceuticals

- Private Public Partnership

- Real Estate & Construction 

Our Services

- Contracts 

- Corporate and Intellectual Property

- Mergers and Acquisitions

- Business reorganization

- Project finance

- Capital Markets

- Energy, and Oil & Gas Law

- Labor and Migration

- Dispute resolution

- Legal outsourcing

- Tax and account services



Legal forms of 
doing business
in Azerbaijan



Legal forms of 

doing business 

in Azerbaijan
representative offices 

and branches of 

foreign legal entities

joint-stock companies: 

open and closed joint-

stock companies

limited liability 

companies
partnerships

cooperatives



Taxation



Tax regimes

Statutory (Tax Code) 

taxation

Taxation for companies 

(oil & gas) working under 

production sharing 

agreements (PSAs)

Taxation for companies 

operating under host 

government agreements 

(HGAs)



Statutory taxation

Corporate income tax

Taxpayers: Both residents and 
non-residents are subject to 

income tax in Azerbaijan.  For 
Azerbaijani residents, their 

worldwide income is taxable.  
For non- residents, income 
generated from sources in 

Azerbaijan is taxable.

A non-resident creates a 
Permanent Establishment (PE) in 

Azerbaijan if it conducts 
commercial activities in the 

country for not less than 90 days, 
cumulatively, in any 12-month 
period.  Once a PE is created, 

non-resident is required to 
register its presence in 

Azerbaijan.  

Tax base: The taxable base is net 
profit, i.e. income minus 
deductible expenses.

Tax rate: The profit tax rate in 
Azerbaijan is 20%.  An additional 
branch remittance  tax of 10% 

applies to profit remittances from 
the branch to the head office. 
The  taxable base is net profit 

after taxes.



Statutory taxation

Personal income tax

Both residents and non-
resident physical persons are 

subject to income tax in 
Azerbaijan. 

For Azerbaijani residents, 
their worldwide income is 

taxable. For non- residents, 
income generated from 
sources in Azerbaijan is 

taxable.

Tax rate changes from 14% 
up to 25%.  

From 2019, employees 
working in the non-oil & gas 
and non-state sectors and 

earning up to AZN 8,000 
(apprx. USD 4,700) per 

month are exempt from 
personal income tax for the 

period of seven  years. 



Statutory taxation

VAT

Commercial activities carried 
out in Azerbaijan, as well as 

the import of goods and 
certain services provided by 
non-residents to Azerbaijani 
residents, are subject to VAT.

VAT rate is 18%, although 
certain transactions are 

exempt or carry a rate of zero.

All payers of VAT are required to 
make their VAT payments  
through designated bank 

accounts called VAT deposit 
accounts. 

Excess VAT: (the positive 
difference between input and 

output VAT) may either  be 
refunded or offset against 

other taxes. 



Statutory taxation

WITHHOLDING TAXES VARY FROM 

4% TO 14%

CUSTOMS DUTIES: VARY FROM 0% 

TO 15%

SOCIAL INCURANCE 

CONTRIBUTIONS ARE 22% FOR 

EMPLOYER AND 3% FOR EMPLOYEE



Taxation for 

companies (oil & 

gas) working under 

production sharing 

agreements (PSAs)

Contractors to the PSAs are subject to profit tax.

Foreign Subcontractors are subject to withholding tax from 5% up to 

10% from their gross revenue in Azerbaijan.

VAT is exempted at 0% rate.

Customs duties are exempted at 0% rate.

Foreign employees are subject to personal income tax from their 

Azerbaijani source income once they become tax residents.

Foreign employees are exempt from social insurance fund 

contributions. 

Local employees are subject to personal income tax and social 

insurance fund contributions.



Special 
tax 
incentives



Free Economic Zone

In order to operate in a special 
economic zone, legal entities and 

individuals must become residents of the 
zone.

Residents benefit from a favorable 
customs system; where many customs 

duties are at zero rate.

The favorable tax system allows 
registered residents to pay 0.5% tax 

(simplified  tax) on revenue.

The investments, revenue, and income of 
special economic zone residents  

performing entrepreneurial activities are 
guaranteed by the state, and residents  

can transfer abroad funds that have 
been legally obtained.  When creating a 

special  economic zone, the state 
guarantees that the special legal system 

will be in effect  throughout the entire 
period of the zone’s activity.



FOREIGN 

INVESTMENT



Foreign 

investment
Foreign investors can 

engage in any investment 

activity that is not 

prohibited  by Azerbaijani 

law.

Foreign investor may 

participate in entities 

established jointly with legal 

entities and Azerbaijani 

citizens.

Foreign investor many be a 

sole owner of a company.

Foreign investor may 

purchase  enterprises, 

proprietary facilities, 

buildings, structures, shares, 

bonds, and other kinds of 

property that,  under 

Azerbaijani law, may be 

owned by foreign investors.

Foreign investor may obtain 

rights to use land and other 

natural resources, as well as 

other  proprietary rights.

Foreign investor may 

conclude legal agreements 

with legal entities and 

Azerbaijani citizens that 

provide  for other forms of 

foreign investment.



Investment promotion 

certificates

Investors can, depending on  the area of economic activity, the 

administrative territory, and the investment  threshold, receive 

various tax and customs benefits through an investment  

promotion certificate effective for 10 years.  These include a 

50% income tax exemption and a 100%  property and land 

assets tax exemption, as well as exemptions from customs  

duties. 

The main criteria for qualifying for a certificate are as follows:

 an investment plan that contains information on the 

investment area, amount

 and location

 confirmation of payment of 10% of the total investment 

amount

 a tax registration certificate



Safeguards for 

foreign investors
Should there be any legislative changes that worsen 

the investment  climate, the legislation that was in 
force when the foreign investment was  made will 

apply for a period of ten years, and any new 
amendments will not  apply.

The nationalization of a foreign investment is 
forbidden by law, with the  exception of cases 
where a foreign investment has damaged the 

interests of  the people and the state of Azerbaijan. 
Nationalization is possible only through  a resolution 

passed by the National Assembly. Confiscation is 
also possible;  however, only due to a natural 

disaster, an epidemic, or any other force majeure  
situation and following a decision by the Cabinet of 

Ministers. In cases of both  nationalization and 
confiscation, foreign investors must be 

compensated.

Foreign investors are entitled to repatriate profits, 
revenues, and other amounts  received in 

connection with their investments, provided that all 
applicable  Azerbaijani taxes have been paid.

The income gained by foreign investors can be 
reinvested in the same currency  that the original 

investment was made in, kept in Azerbaijani banks, 
and spent  on purchasing foreign currency.

Property brought to Azerbaijan as part of foreign 
investor savings in a joint venture or for an entity fully 

owned by foreigners is exempt from tax duties.
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