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CHAPTER

The Set Up

» BHM Lansky Ganzger
& Partner LLC provides
an overview of the
rules and regulations
for establishing and
running a business
with foreign capital in
Azerbaijan.

With its substantial oil and gas reserves and
strategic geographical location Azerbai-
jan has been and continues to be a target
destination for astute foreign investors.
Since the country’s independence, con-
siderable efforts have been made to attract
foreign investors to the domestic oil and
gas industry. With this sector now firmly
established, attention is being turned to
the development of the non-oil sectors.
Azerbaijan is receiving increased interest
from around the world, with the potential
for investment in financial services, infra-
structure, consumer goods, construction,
telecommunications, IT, tourism, and the
education sector.

The legal system of Azerbaijan is based
on civil law and the highest judicial au-
thority is the Constitutional Court, which
is ultimately overseen by the European
Courts. In contrast with the common law-
based judicial systems of the US and the
UK, the civil law system of Azerbaijan does
not rely on case law or judicial precedent.
The 1995 constitutional acts adopted via
referendum and legislation passed by the
Milli Majlis, or national parliament, are the
primary sources of law.

Foreign investors are in general subject
to standard Azeri legislation, save for those
working in the oil and gas industry who
are affected by the numerous Production
Sharing Agreements (PSA) and Host Gov-

ernment Agreements (HGA). At present
there are 31 ratified PSAs and HGAs, and
each agreement is subject to its own ex-
clusive tax and accountancy regime, with
these generally offering more favorable
legal and tax regulations for participants,
contractors, and sub-contractor parties.

Reforms to setting up a business

In the last decade a number of practical
reforms have been made to the legal sys-
tem to ease the process of doing business.
The World Bank Doing Business report for
2009 listed Azerbaijan as a top reformer,
with improvements made in seven out of
10 indicators of regulatory reform. In 2004
starting a business involved the application
of 13 separate pieces of legislation, regis-
tration with six different bodies, following
15 procedures and the completion of over
33 documents; the entire process of which
took 106 days.

In 2006 the President declared the
situation as “unacceptable” and over the
following two years a consultation and re-
search program was initiated with the aim
of overhauling the entire process. In 2008
a “one-stop shop” for business registration
was implemented, simplifying the proce-
dure and enabling all documents to be filed
at a single state body—the Ministry of Tax-
es. As a result, the entire start-up process
of a business can now be completed within
40 days. The results of the implementation
of the one-stop shop were immediately
visible, with the following six months see-
ing an increase in business registration of
40%.

In the beginning of 2011 a new act
on Administrative Proceedings and Ad-
ministrative Procedural Code came into
force and new specialized administrative
courts have begun operation. The aim of
the new act is to improve the regulation

of administrative procedures and enhance
human rights in the country. New courts
have been established in a number of re-
gions and judges are receiving training on
the new procedures. The legislation will
improve the access to affective resolution
of disputes between citizens and public
officials.

A significant amount of documents are
required to register a company, however,
and some documents must bear an apos-
tille from the investor’s country of incor-
poration. Azerbaijan is party to the Hague
Convention on Abolishing the Require-
ment of Legalization for Foreign Public
Documents, and as a consequence docu-
ments originating from Hague Convention
signatory countries do not require legal-
ization (with the exception of a handful of
countries).

Conditions for foreign investors

The Government has an active policy of
supporting privately held enterprises in-
cluding those owned by foreign compa-
nies. Incentives may be available to foreign
investors in certain sectors, granted by
legislative acts and by agreements directly
between the state and investors. The Law
on Protection of Foreign Investments Janu-
ary 15 1992 sets out the forms foreign in-
vestment may take. There are no exclusive
rules for the incorporation of companies by
foreign investors with the exception of the
standard translation and notarization re-
quirements. Foreign investors may acquire
domestic enterprises; establish joint ven-
ture operations; create enterprises wholly
owned by foreign persons/legal entities;
and open representative/branch offices.
The legislation stipulates that foreign com-
panies may be engaged in any type of eco-
nomic activity provided it is not prohibited
under Azeri law.
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