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Doing Business and Investing in Azerbaijan

Our Doing BusinessGuide is aimed to provide timely information about
Azerbaijanôsbusinessenvironment.
For more in-depth information on doing business in Azerbaijan, pleasecontact 
us at PwC Azerbaijanoffice in Baku.

PwC Azerbaijan

The Landmark Office PlazaIII, 12th Floor 9oA Nizami Street, AZ1010Baku, 
Azerbaijan www.pwc.com/az
Email: pwc.azerbaijan@az.pwc.com
Telephone: +994 12497 2515
Facebook: www.facebook.com/PwCAzerbaijan

The country enjoys 
favored trade status 
under an EU 
Partnership and 
Cooperation Agreement

The country has 
significant 
agricultural 
potential due to its 
fertile climate

Azerbaijan is 
growing a highly 
educated and 
skilled workforce

Azerbaijan lies at 
the heart of the 
international 
transport corridor 
between Europe 
and Asia

Why to invest in Azerbaijan?

Azerb ai jan has  
substantial 
hydrocarbon 
reserves
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Foreword

It is my great pleasure to introduce the 2022 PwC Guide
on Doing Business and Investing in Azerbaijan that
describes the countryôsgeography, history, business and
investment climate. I believe this guide will be helpful
for everyone who is interested in doing business and
investing in Azerbaijan.

In this changing environment, our Guide aims to provide
comprehensive and up-to-date information on
conducting business in the country . This includes the
briefing on general economic and business conditions
and commentary on the latest legal developments,
regulatory framework, major tax and investment
incentives.

This publication is aimed to serve as a tool for both
domestic and foreign investors. We hope it is informative
and useful to you. If you have any suggestionsfor wayswe
may improve future editions, we would be pleased to
receive them.

From our office in Baku, PwCAzerbaijan has beenserving
clients in the country since 1995. Having started with 10
people, PwCAzerbaijan now employs more than 140 staff,
including three partners and a select group of
international specialists from six countries. PwC
Azerbaijan serves business organizations, government
bodies and public associations bringing them the benefit
of more than 15o years of expertise, high-end knowledge
and practical experience accumulated in PwCglobally.

The Firm offers a wide spectrum of professional services,
which have been developed to meet the ever-growing
expectations of our clients. This breadth of services has
allowed us to take on and successfully complete some of
the largest and most technically challenging projects in
Azerbaijan to date. We would welcome the opportunity to
help you explore and take advantage of the investment
opportunities in Azerbaijan.

Movlan Pashayev

Country Managing Partner 

PwC Azerbaijan
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Introduction

Azerbaijan is a post-soviet country that regained independence in 1991. Since
1994, the countryôsvast oil reserves have been attracting foreign investment to
the economy, which consequentially made the oil and gas sector the main target
for foreign investments. Modern -day Azerbaijan has managed to up-build
relatively sophisticated communication and transportation infrastruct ure,
as well as industrial, agricultural, educational, housing and healthcare sectors,
although the oil and gasindustry still accounts for the bulk of its exports.

Azerbaijan continues to develop its market infrastructure, including legal, tax
and banking frameworks and links to the international business community . It
presents a unique challenge to businesses entering Azerbaijan that wish to
assessthe real businessrisks and make reality -baseddecisions rather than relying
on perceptions.

Given the regionôssignificant potential, many around the world seem to be
focusing more closely on the Caspian region as a whole. Despite the after-effects
of the global financial crisis, there now appears to be a resurgenceof interest in
Azerbaijan among foreign investors.

The Doing Business and Investing Guide outlines the key factors that foreign
companies should consider when looking at possible investments in Azerbaijan.

Rather than providing detailed coverage of any topic, the details of which are
constantly in flux, the Guide strives to cover a spectrum of key issues that
investors would include in their ñmissionchecklistòwhen going to Azerbaijan.

Geography and climate

Azerbaijan is located on the shore of the Caspian Sea in Southwestern Asia,
between Islamic Republic of Iran and Russian Federation. The Republic of
Azerbaijan covers an area of 86,600 sq. km and shares common borders with
Armenia, Islamic Republic of Iran, Georgia, Russian Federation, and Turkey.

There are two main forms of relief in Azerbaijan: mountains and plains. 40% of
the country is covered by mountain ranges, of which three major ones are
Greater and LesserCaucasusand the Talysh, surrounding the Kura-Araz lowland
from the north, west and south-eastareas.

Baku is the capital of Azerbaijan. It is located on the Absheron peninsula at the
easternmost point of Azerbaijan.

The relief of Azerbaijan createsquite favorable conditions for the formation of a
warm mild climate on the most part of the country . Azerbaijan has the mildest
winter in the region. January is the coldest month of the year (air temperature is
0 C).

Azerbaijan operates within a single time zone. It is four hours (+3) ahead of
GMT. In 2016 the Cabinet of Ministers of the Republic of Azerbaijan abolished
daylight time changes.

History

The roots of Azerbaijan stretch back to approximately the fourth century BC - the
times of Caucasian Albania. Albania, also known as Arran in Azerbaijani, adopted
Zoroastrianism before switching to Christianity prior to incursions by Muslim
Arabs and, more importantly, Muslim Turks.

As an integral part of the Arabian Caliphate, the population of Azerbaijan
underwent a mass conversion to Islam. Later Turkish conquests led to the
Turkification of the nation and the creation of the Azerbaijani language,a close
cuisine of Turkish .

Azerbaijan then was integrated into the Russian Empire from 1813-1918. After
the fall of the Romanov Tsarist rule, Azerbaijan enjoyed a brief spell of
independence until 1920 when it was overwhelmed by Soviet forces and
incorporated into the USSR.

The Azerbaijan Democratic Republic was established in 1918. The Constitution of
independent Azerbaijan was adopted in 1995and received nationwide support in
a referendum. Azerbaijan, the first parliamentary republic in the east,was one of
the first countries in the world, and the very first majority -Muslim nation, to
grant women equal political rights with men.

Nagorno -Karabakh conflict and future development of the region

From 1988 a conflict arose between Azerbaijan and Armenia because of the
disputed territories of Nagorno-Karabakh. A war broke out in 1988 and ended
with a cease-fire agreement in 1994. After 26 years, Nagorno-Karabakh conflict
expanded again and Armenia and Azerbaijan started military operations on 27
September 2022. The 44-day war resulted in the liberation of the occupied
territories . On 10 November 2020, the ñStatementof the President of the
Republic of Azerbaijan, the Prime Minister of the Republic of Armenia and the
President of the RussianFederationòwas adopted and a ceasefireagreement was
signed. Currently, both parties of the former conflict are discussing opening of
borders and airspace, transportation routes, delineation of the borders and
possibly conclusion of a full fledged peacetreaty.

The industrial potential of the Karabakh region presents lots of opportunities for
the investors. To name just a few: rich water supply, agricultural produce,
electricity, abundant minerals and recreation opportunities . More information
about the potential of liberated territories is available here:

Å https://www.researchgate.net/publication/349457210_Economic_Potenti
al_of_the_Liberated_Territories_of_Azerbaijan_A_Brief_Overview

Å https://president.az/en/articles/view/48205

People

According to the State Statistics Committee, the population of Azerbaijan
wasestimated at nearly 10 million people in 2020.

The most populous cities in Azerbaijan asof 1January 2021 are the following :

City Population

Baku 2,277,500

Ganja 313,300

Sumqayit 265,150

Lankaran 240,300

Mingachevir 95,500

Saatli 87,000
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Azerbaijan is a melting pot of nationalities, cultures, and religions. While
ethnic Azerbaijanis are in the majority, the country is home to many other
nationalities .

All minorities in Azerbaijan have the constitutional right to education,
media, and cultural activities in their own language. Minorities include
Russians, Talysh, Lezgis, Kurds, Mountain Jews, Georgians, and Udines. All
minorities in Azerbaijan have the constitutional right to education, media,
and cultural activities in their own language.

Azerbaijani is the official language of the country . Russian is also spoken and
taught widely throughout Azerbaijan. English language literacy has been
significantly rising in the past 15 years along with German and French owing to
the increasing number of international companies and the popularity of overseas
education.

Religion in Azerbaijan comprises different religious trends spread among the
people and ethnic groups residing in the country . Those include Muslim
Azerbaijanis, Lezgis, Talyshs, Kurds; Christian Slavs and European immigrants ;
Jews. Minorities include Russians, Talysh, Lezgis, Kurds, Mountain Jews,
Georgians,and Udines.

Currency

Since 1 January 1994, Manat is the National currency and the only payment
facility of the country .

In January 2006, Azerbaijan denominated its currency into the New Azerbaijani
Manat (AZN), which was pegged to the US Dollar (US$) by the monetary policy
of Central Bank of the Republic of Azerbaijan(CBAR) and exchange rate against
the US Dollar wasmaximum US$ 1= AZN 0.78.

In February 2015, the CBAR abandoned Manatôshard peg to the US$ and
replaced by the US$-EUR basket due to the slump in oil prices.

In December 2015, there was the second devaluation (circa 50%) of AZN.
Average January ïOctober 2018 AZN/US $ rate is AZN 1.70 per US$ 1, while
averageAZN/ EUR rate over the sameperiod is AZN 2.08 per EUR 1.

In January 2017, CBAR has dropped it 4% exchange rate corridor applied to
commercial banks to allow the currency to float freely.

Government structure

Azerbaijan is a presidential republic, with the President as the head of state and
the Prime Minister as the head of the Government. Executive power rests with
the President, the Prime Minister and the Government (the Cabinet of
Ministers) . Legislative power is vested in the parliament, the National Assembly
(Milli Majlis) of Azerbaijan.

The most recent presidential election was held on 11April 2018. The incumbent
president, Ilham Aliyev, won with 86% of votes and was re-elected for the seven-
year term.

Under the 1995 Constitution, the executive, legislative and judicial branches of
Government in Azerbaijan are separateand independent from eachother.

The President is also the Supreme Commander-in-Chief of Azerbaijanôsarmed
forces.

The National Assembly of Azerbaijan (Milli Majlis)

Milli Majlis is the legislative branch of the Government in Azerbaijan. Among the
responsibilities of the Milli Majlis is the composition of the Central Election
Committee, the Accounts Chamber and the Auditing Chamber.

The unicameral assembly currently consists of 125 deputies elected for each
five-year term from single-seatconstituencies. The most recent legislative election
washeld in February 2020.

The New Azerbaijan Party (YAP) currently holds the majority of seats in Milli
Majlis .

Legal system

The legal system of Azerbaijan is broadly based on civil law. The highest
judicial authority in Azerbaijan is the Constitutional Court. The Constitutional
Court resolves disputes between the legislative, executive and judicial branches
of Government and gives formal interpretations of the Constitution and other
laws.

Unlike the common law-based judicial systems of the United States and Great
Britain, Azerbaijanôscivil law based system does not extensively or exclusively
rely on caselaw or judicial precedent. The civil law of Azerbaijan considers the
1995 Constitution, acts adopted via referendum, and legislation passed by the
Milli Majlis as the primary sources of law.

The Constitutional Court, the Supreme Court, the Appellate Court, the
Administrative -Economical Courts, and the General Jurisdiction Courts hear
those casesthat are within their jurisdiction .

The courts consider international treaties to which Azerbaijan is a signatory as a
sourceof law. International agreementstake precedenceover national law in case
they contradict .

International Relations

Azerbaijan is a member of the United Nations, the Organization for Security and
Cooperation in Europe (OSCE),NATOôsPartnership for Peace,the Euro-Atlantic
Partnership, the GUAM Organization for Democracy and Economic
Development, the Commonwealth of Independent States (CIS), the European
Bank for Reconstruction and Development, the Council of Europe, the
International Monetary Fund, the World Bank, CFE Treaty Organization of the
Black Sea Economic Cooperation, the Organization of Islamic Cooperation,
World Health Organization (WHO), Non-Aligned Movement, Parliamentary
Assembly of Turkic -speaking Countries (TURKPA), the International
Organization for Migration, and the Asian Development Bank. The country has
signed a bilateral investment treaty (BIT) with the US and Partnership and
Cooperation Agreement with the EU.

Since the early 1990s, 20% of Azerbaijani territory has been occupied by
Armenian troops. A temporary ceasefire has been in place since May 1994. As a
result of hostilities, 800 ,000 ethnic Azerbaijanis have been displaced from their
homes.

The statement of the President of the Republic of Azerbaijan, the Prime Minister
of the Republic of Armenia and the President of the Russian Federation, signed on
10 November 2020, has put an end to the almost three-decades-old armed
conflict between Armenia and Azerbaijan. The end of aggressionand occupation
hasbecomea triumph of justice and international law.

With the end of the armed conflict in accordance with the Trilateral Statement,
Azerbaijan entered into a new stageof post-conflict rehabilitation, reconstruction
and reintegration .

One of the main points of dispute in international relations of Azerbaijan within
seabedof the Caspian is the precise legal status of the latter, and particularly the
territorial rights of the littoral states are subject to dispute. A fundamental
disagreement over the demarcation of territorial waters.
In the southern Caspianbetween Iran, Azerbaijan and Turkmenistan continue to
posea strategic threat to the development of offshore oil and gasfields.
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Relations with Caspian littoral countries

Azerbaijan has taken an active part in creating a legal framework for cooperation
among Caspian littoral countries. The Third Summit of the Heads of State of
CaspianLittoral Countries held in Baku in 2010 made an important contribution
to the strengthening of close cooperation among our countries. The "Agreement
on Cooperation in the Field of Security in the Caspian Sea" was signed during
that Summit . It is of great importance from the point of view of security and
maintaining stability in the region. For the first time at such a high level, it
envisagedconceptual agreement on sovereignty and fishing zones. Participants
in that Summit also agreedon the basic principles of cooperation among littoral
states in the Caspian Sea. These principles include respect for the sovereignty,
independence and territorial integrity of states, the transformation of the
Caspianinto a place of peace,good-neighborliness, and friendship .

Visa regime

Visa - an official document authorizing a foreigner or statelessperson to enter or
to leave the Republic of Azerbaijan, by crossing its border checkpoints in the
defined way, and to stay temporarily in the country for the period indicated in the
visa. CIScountries are exempt from visa regime.

The Consular Department of the Azerbaijani Ministry of Foreign Affairs (MFA)
issuessingle and multiple entry visas for individuals wishing to visit Azerbaijan.
Single entry visasare issued from 30 up to 90 days. A multi -entry visa is valid up
to two yearswith duration, not more than 180 days.

Foreign expatriates intending to travel to Azerbaijan should obtain an entry visa
through the nearest Azerbaijan embassy regardlessof the purpose of the trip . For
some countries (for example, Turkey), it is possible to obtain the visa directly in
the airports . In a casewhen foreign residents intend to stay in Azerbaijan for a
period longer than 10 days, they should be registered at the place of the stay upon
their arrival .

ASAN Visa System will send electronic visa directly to the applicantôspersonal
email within three days.

It should be noted that the service is available only to citizens and stateless
persons permanently living in the countries indicated in the list of the Ministry of
Foreign Affairs .

COVID -19- related restrictions

In view of the COVID-19 pandemic, Azerbaijan closed its borders for a number of
countries and arrival of people from those jurisdictions is possible only on the
basis of approval of the Operational Headquarters under the Cabinet of Ministers
(https://nk .gov.az/az/category/ 10/ ). In this casevisa formalization is done at the
Azerbaijani border upon arrival of the person in Azerbaijan. From visa-free
regime countries such an approval is still required for the citizens of Georgia.

We would like to highlight that since the situation with COVID-19 is getting
better, the Cabinet of Ministers gradually extends the list of countries returning to
the ordinary procedure of visits. To date, there are 70 countries from where the
citizens are free to visit Azerbaijan by air as per the standard rules, provided that
they have either vaccination passport, or immune certificate, as well as a
certificate of a negative result of a PCRtest for coronavirus passedwithin 72 hours
before departure.

ASAN Visa system was inactive for a long time due to traveling restrictions . It
recently resumed its activity again for a limited number of countries
(https://evisa .gov.az/en/ ).

Economic overview

One of the main sourcesfor ensuring the economic development of eachcountry
is investment flows. A favorable business environment has already been created
in Azerbaijan, and serious measures have been taken recently to improve the
businessenvironment, develop the non-oil sector, and stimulate opportunities to
attract investments. Thereby, Azerbaijan has twice taken the leading positions in
the Doing Business2009 and Doing Business2019 reports, and was named one
of the 20 most reforming countries in the Doing Business2020 report .

As a result of implementing a record number of reforms mainly involving
institutional changesamong the 10 top improvers, to do business in Azerbaijan
became easier, such as time and cost to get construction permit reduced
significantly (time by 80 days and cost by 12.563 AZN), process of connecting
electricity grid rationalized, aswell asgetting credit simplified .

Today, Azerbaijan has improved its own quality new economic model, expanding
political and trade relations between Europe and Asia, and playing an important
role in the implementation of huge projects along with the development of the
Caucasus transportation corridor . As a result of the implementation of
international projects, Azerbaijan has become an international transportation
hub and transportation corridor in the last few years. A large shipyard has been
built in our country . The useof the Alat International SeaTrade Port which is the
largest in the CaspianSea,and Baku-Tbilisi -Kars railways is a historic event.

The President of the Republic of Azerbaijan signed the Decreeon the large-scale
promotion of local non-oil products in foreign markets asñMadein Azerbaijanò
on 5 October 2016.

In recent years, one of the most significant achievements of the Azerbaijan
energy sector has been the delivery of the TANAP project to the European
border. The TANAP and TAP projects, a key part of 3,500 kilometer -long
Southern Gas Corridor connecting several countries, have been successfully
completed.

Another important event in the field of energy in 2021 was the signing of the
memorandum of understanding on joint exploration, and development of
hydrocarbon resources of the Dostluq field in the Caspian Sea between the
government of Turkmenistan and the Government of the Republic of Azerbaijan.
With this historical event, Azerbaijan will be a transit country .

Public Holidays 2022

1-2 January NewYearôsHolidays

20 January Day of the Mourning

8 March Internat ional Womenôs Day

20-24 March Novruz Bayram

2-3 May Ramazan Bayram

9 May Victory day Over Fascism

28 May Republic Day 

15 June Day of National Salvation

26 June Armed ForcesDay

9-10 July Gurban Bayram

8 November Victory Day 

9 November Flag Day

31December Solidarity Day
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Also, this agreement will contribute to the realization of the Trans-Caspian
energy pipeline . In terms of the development of our country's oil and gas
strategy, the memorandum of understanding has great importance . This historic
event will have a positive impact on the growth of the role of our country as a
transit country and contribute to the realization of the Trans-Caspian energy
pipeline .

On the 23rd anniversary of the Contract of the Century, the agreement signed on
amendments on the production sharing and development of the Azeri-Chirag-
Guneshli block in Baku in September 2017. According to this regulated
agreement, the duration of the `Contract of the Century` extended until 2050.

New Oil Strategy`s achievements have become a dynamic economic
development of the Azerbaijani state over time. In other words, The new oil
strategy achieved its main goal by ensuring the country's energy security and
proportional economic development.

More information about economic overview is available here:

Å https://azerbaijan.az/en/information/401
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