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THE LAW OF THE AZERBAIJAN REPUBLIC

On Investment Activities

The purpose of this Law is to promote and attract Investments within the territory of the Azerbaijan Republic with special emphasis placed upon Capital Investments.  This Law defines the economic and legal foundations for Investment Activities and grants certain guarantees and rights to Investors regardless of their ownership (whether Foreign or Domestic), status or form of business enterprise.

Chapter I 

General Provisions

Article 1. 

Main Definitions

1.1 Investment – any form of asset owned or controlled whether directly or indirectly by an Investor including, title to property and other forms of property rights such as leases, mortgages or pledges; money, securities and other rights of monetary value; companies and other forms of business enterprises; shares, stocks, bonds or other forms of equity or debt participation in such business enterprises; and other types of claims or rights conferred by contract or law. 

1.2 Investment Activities – An expenditure by an Investor to acquire an Investment(s) in the territory of the Azerbaijan Republic with the purpose of deriving profit and/or other benefit(s).  For purposes of this Law, the terms Investment and Investment Activities may be used interchangeably as the context requires.

1.3 Capital Investment – an Investment into fixed assets including expenses incurred in connection with new construction, and the expansion, re-construction or refurbishment of an existing enterprise or facility, as well as the acquisition of machinery, equipment, tools inventory, project research, studies and other expenses.  

1.4 Preliminary Capital Investment Project – a Capital Investment Project that is developed pursuant to the Capital Investment Contract and is entered into the registry, prepared and approved by the appropriate government authorities in compliance with the laws of the Azerbaijan Republic;

1.5 Capital Investment Object – is defined in Article 5.1 of this Law.

1.6 Capital Investment Subject – is defined in Article 6.1 of this Law.

1.7 Capital Investment Subcontractor – is defined in Article 7.7 of this Law.

1.8 Capital Investment Contract – a contractual agreement between an Investor in a Capital Investment Object, a Capital Investment Contract Holder or other Capital Investment Subject, on the one hand, and the central executive authority of the Azerbaijan government (or other government body) or private sector entity or physical person either owning or holding the responsibility for letting and administering the Capital Investment Contracts, on the other hand.

1.9 Capital Investment Project – is an economic feasibility study specifying the amount of Investment and time required to complete the acquisition or the new construction, expansion, or the refurbishment of a Capital Investment Object and  includes, among other things, the relevant business plan and cost-estimations approved by the appropriate government authorities in compliance with the laws of the Azerbaijan Republic;

1.10 Capital Investment Project’s Financial Return Period – the term that begins on the day that financing, whether in the form of debt or equity, is committed to and Invested in the Capital Investment  and ends on the day that such financing is fully recovered together with an internal rate of return as agreed to in the Capital Investment Contract;

1.11 State Capital Investment – is defined in Article 12.2 of this Law.

1.12 Investor – a Domestic or a Foreign Investor undertaking Investment Activities within the territory of the Azerbaijan Republic.

1.13 Domestic Investor – an Investor that is a citizen or legal entity of the Azerbaijan. 

1.14 Foreign Investor – An Investor that is neither a citizen of, nor a legal entity formed in, the Azerbaijan Republic and includes, subject to the Laws of the Azerbaijan Republic, an entity owned by a foreign state [or an international organization].

1.15 Law – Refers to this Law on Investment Activities

1.16 ‘Home Country’ the state of the Foreign Investor‘s citizenship or place of incorporation or establishment.”

Article 2. 

Scope of Application

2.1 This Law shall apply to Investment Activities including, in particular, Capital Investments carried out within the territory of the Azerbaijan Republic;

2.2 The rights over mineral exploration, prospecting and development, and over natural resources utilisation shall be transferred to Investors in accordance with the relevant laws of the Azerbaijan Republic and this Law shall have no impact upon any rights to natural resources previously granted and in the event of a conflict between a provision of this Law and any law of the Azerbaijan Republic on the exploration, prospecting and development of natural resources, including any PSA signed with an Investor, the latter shall prevail and apply.

2.3. Investment Activities carried out by other countries and international organisations within the territory of the Azerbaijan Republic shall be subject to the applicable international agreements to which the Azerbaijan Republic as well as such countries and international organisations are parties. In the absence of applicable international agreements, such Investment Activities shall be subject to the present Law and other relevant legal and regulatory acts of the Azerbaijan Republic.

Article 3.

The Investment Activity-Related Laws of the Azerbaijan Republic

3.1 The laws of the Azerbaijan Republic related to Investment Activities include the Constitution, the present Law and the other laws of the Azerbaijan Republic, as well as the by-laws and regulatory acts enacted on the basis thereof.

3.2. With the exception of the Constitution of the Azerbaijan Republic, and acts passed by referendum, which shall prevail in all circumstances, in the event of a conflict between the terms of an international agreement and the laws or regulatory acts of the Azerbaijan Republic including this Law, the terms of the international agreement shall prevail and apply. 

Chapter II 

The Legal Treatment of Investors

Article 4.

 The Legal Treatment of Foreign Investors

4.1 Subject to Article 3.2 of this Law, Investment Activities, including Investment Activities involving Capital Investments, carried out by a Foreign Investor within the territory of the Azerbaijan Republic shall be subject to applicable international agreements to which the Azerbaijan Republic and the Foreign Investor’s Home Country, are parties; the Civil Code of the Azerbaijan Republic; the present Law and other relevant laws, by-laws and regulatory acts of the Azerbaijan Republic. 

4.2. In order to promote and attract Foreign Investors to undertake Investment Activities in the territory of the Azerbaijan Republic, certain benefits may be accorded to Foreign Investors and shall be defined in accordance with socio-economic development policies and subject to the Laws of the Azerbaijan Republic including this Law.  Limitations and restraints may only be imposed upon Foreign Investors in a manner defined by the Laws of the Azerbaijan Republic and solely where necessary to protect the foundations of the constitutional order of the state including its public order, health, safety and the environment and to ensure its national security.

4.3. The Investment Activities of Foreign Investors shall be accorded treatment not less favourable to the treatment accorded to Domestic Investors.

4.4. Foreign Investors shall have the complete and unconditional protection of their rights and interests within the territory of the Azerbaijan Republic as guaranteed by this Law and other laws, by-laws and regulatory acts of the Azerbaijan Republic.

4.5 In the event that a Foreign Investor suffers any loss or damage as a result of the unlawful act(s) or omissions of a governmental body and/or local self-government authority or official thereof, the Foreign Investors shall have the right to claim monetary compensation and remedies including damages, reimbursement, indemnification and, where appropriate, restitution.

4.6 A Foreign Investor may undertake any Investment Activity within the Territory of the Azerbaijan Republic that is not explicitly prohibited by the Laws of the Azerbaijan Republic.

4.7 Neither the Investments nor property of Foreign Investors may be nationalised, expropriated or subject to measures having equivalent effect except where carried out for a purpose which is in the public interest, non-discriminatory, in accordance with the laws of the Azerbaijan Republic as well as applicable international treaties and accompanied by the payment of prompt, adequate and effective compensation.

4.8 In the event that the Investments or other property of a Foreign Investor is nationalised, expropriated or subject to measures having an equivalent effect, the compensation payable to the Investor shall be determined in accordance with the fair market value of such Investment or property at the time immediately prior to such event and in a manner determined by the laws of the Azerbaijan Republic.

4.9 Foreign Investors shall have the right to maintain the accounts for their Investments in accordance with either the accountancy standards accepted and effective in the Azerbaijan Republic, the accountancy standards accepted and effective their Home Country and/or internationally accepted accountancy standards.

4.10 Subject to the payment of taxes that may be due pursuant to the Laws of the Azerbaijan Republic, Foreign Investors shall be guaranteed the right to freely transfer into and out of the territory of the Azerbaijan Republic, in a freely convertible currency, any returns from an Investment, payments under a contract, unspent earnings including remuneration of personnel engaged from abroad in connection with the Investment, proceeds from the sale or liquidation of an Investment and payments arising out of a dispute.

4.11 Foreign Investors have the right to freely transfer into and out of the territory of the Azerbaijan Republic any intellectual property or other property rights to information whether in document or electronic form.

4.12 In the event of a dispute between a Foreign Investor and the Azerbaijan Republic arising out of or related to an Investment in the territory of the Azerbaijan Republic, and the parties cannot resolve their differences amicably, then the parties to the dispute shall have the option to resolve the dispute either in the courts of the Azerbaijan Republic, in accordance with any previously agreed dispute settlement procedures, or by submitting the dispute to binding international arbitration.  In the event that a dispute is submitted to binding international arbitration, a choice may be made from among the following:

4.12.1 The International Center for the Settlement of Investment Disputes (ICSID);

4.12.2 The ICSID Additional Facility (if ICSID is not available);

4.12.3 Ad hoc arbitration using the Arbitration Rules of the United Nations Commission on International Trade Law (UNCITRAL); or

4.12.4 Any other arbitral institution or rules that the parties may agree upon.

Article 5  

The Legal Treatment of Investors

(Whether Foreign or Domestic)

5.1 In accordance with this Law and other laws and normative-legal acts of the Azerbaijan Republic, the central executive authority of the Azerbaijan Republic guarantees Investors undertaking Investments the following rights:
5.1.1 Equal treatment throughout the implementation of Investment Activities;

5.1.2 Transparency in Investment discussions with all government bodies whether central or local;

5.1.3 The right to sue the central executive authorities, local executive authorities and their authorized persons in the courts of the Azerbaijan Republic for any breach of a legal or contractual  obligations owed to the Investor; and

5.1.4 The safety and security of Capital Investment Objects and the associated Capital Investment Subjects.

5.2 Subject to the conditions set forth in Article 5.3 and 5.4, Investors who have made Investments in the territory of the Azerbaijan Republic prior to the entry into force of this Law and the adoption of the additional normative-legal acts required to implement this Law, shall not be affected by changes to the following laws and regulations that might otherwise be applicable to such Investors and their Investments:

5.2.1 Changes to the rates of import custom tariffs, with the exception of changes to import customs tariffs which are made pursuant to legislation of the Azerbaijan Republic aimed to protect state economic interests in international trade;

5.2.2 Changes to the  tax regime with the exception of changes to those elements of the tax regime applicable to commodities produced in Azerbaijan Republic, Value Added Tax, and payments to off-budget state funds (excluding the State Social Insurance Fund of Azerbaijan Republic); or

5.2.3 Changes resulting in an increase to the overall tax burden for Investors.

5.3 The regulations stipulating the benefits and exemptions set forth in paragraph 5.2 of this Article shall apply for a maximum period of five (5) years from the date that this Law is enacted or the date that the Investment was originally made in the Azerbaijan Republic whichever is shorter: 

5.3.1 In addition, the benefits and exemptions set forth in paragraph 5.2 of this Article shall also extend to Investors and their Investments under the following conditions:

5.3.2 Where commodities are shipped to a Customs Area located in the territory of the Azerbaijan Republic by an Investor and such commodities are used only for the implementation of an Initial Investment Project;

5.3.3 Where a Foreign Investor owns more than twenty-five percent (25%) of the charter capital of an enterprise investing in the territory of the Azerbaijan Republic; and

5.3.4. Where a Foreign Investor owns less than twenty-five percent (25%) of the charter capital of an enterprise but where that enterprise is making an initial Investment in the territory of the Azerbaijan Republic.

5.4 In addition, the exemptions set forth in paragraph 5.2 of this Article shall also apply to any Investor investing in a Capital Investment for the duration of the Capital Investment Project’s Financial Return Period or a period of five (5) years whichever is shorter.  

5.5 In the event that an Investor invests in excess of US one hundred million dollars ($100m) in a Capital Investment in the sphere of infrastructure development including road construction, water, energy or communications, and the Capital Investment Project’s Financial Return Period exceeds a period of five (5) years, then the exemptions set forth in Article 5.2 herein may be extended for more than five (5) years at the discretion of the central executive authority and as specified by decree.

5.6 The Capital Investment Project’s Financial Return Period is defined by the relevant executive authorities in accordance with the defined regulations and agreed to in the Capital Investment Contract.

5.7 The exemptions set forth in Article 5.2  shall not apply to any laws or other normative acts of the Azerbaijan Republic (or any amendments thereto) that are intended to protect the foundations of the constitutional order of the state including its public order, health, safety or the environment or to ensure its national security

.

5.8 A body of the central executive authority of Azerbaijan Republic shall:

5.8.1 Define the rates for import tariffs, taxes and payments to off-budget funds as well as evaluate the regime of restrictions and prohibitions applicable to Domestic and Foreign Investors implementing Capital Investments in the Azerbaijan Republic;

5.8.2 Develop and adopt regulations to define the starting date for the financing of Capital Investments;

5.8.3 Develop a list of initial Capital Investment Projects and present this list to the relevant body of the central executive authority for ratification;

5.8.4 Regulate the implementation of the obligations of Domestic and Foreign Investors for the period stated in paragraphs 5.4 and 5.5 of this Article 5 with regard to Initial Capital Investment Projects; and

5.8.5 In the event that an Investor fails to discharge obligations stated in this Article 5, such Investor will be deprived of the further enjoyment of the benefits and exemptions set forth in this article and shall be subject to full re-payment of any monies that would have otherwise been due in accordance with the legislation of Azerbaijan Republic.

5.9 In the event of a dispute between an Investor and the Azerbaijan Republic arising out of or related to a Capital Investment in the territory of the Azerbaijan Republic, which the parties cannot resolve  amicably, the parties shall resolve the dispute in accordance with any previously agreed dispute settlement procedure as set forth in the relevant Capital Investment Contract and in accordance with the applicable international agreements entered into by the Azerbaijan Republic.  In the event of a dispute between an Investor that is a Foreign Investor and the Azerbaijan Republic arising out of or related to a Capital Investment, then the dispute settlement provisions set forth in Article 4.12 of this Law shall be applied.

Chapter III

The Legal and Economic Basis of Capital

Investment Activity
Article 6 

Capital Investment Objects
6. 1 Any property, enterprise or facility, whether owned or controlled by a private party or a national, municipal or other organ of self-government and located within the territory of the Azerbaijan Republic, may be considered a  Capital Investment Object.
6.2 Capital Investments shall conform to the standards, norms and rules established under the relevant laws of the Azerbaijan Republic and Capital Investment Projects that do not so conform will be prohibited from being implemented.
Article 7.

The Capital Investment Subjects
7.1 Investors in Capital Investment Objects, Capital Investment Contract Holders, Capital Investment Subcontractors and other users of Capital Investment Objects shall be referred to herein as Capital Investment Subjects’.
7.2 Investors making Capital Investments may be either physical persons or legal entities established under joint-venturing agreements.

7.3 Capital Investment Contract Holders are those are those physical persons and legal entities that implement Capital Investment Projects and are duly authorised for that purpose by virtue of the Capital Investment Contract awarded to them.

7.4 Capital Investment Contract Holders may not interfere with the business and/or other activities of other Capital Investment Subjects unless provided otherwise in the Capital Investment Contract or other agreements between them.

7.5 Capital Investment Contract Holders may also be Investors.

7.6  A Capital Investment Contract Holder that is not an Investor shall, under the laws of the Azerbaijan Republic, have the right of ownership, use and command of the Capital Investment Object during the term and within the scope of authorities as determined in the relevant Capital Investment Contract or international agreement.

7.7 The Capital Investment Subcontractors are the physical persons and legal entities who carry out the work in accordance with the capital Investment Contract or other agreements between them and in accordance with the laws of the Azerbaijan Republic.

7.8 In the event that a licence or special permit is required to implement the activities subcontracted to the Capital Investment Subcontractor, then upon proper application to the appropriate State Authority, the Subcontractor shall be issued the required licence or special permit within 30 days from the date of application.

7.9 The Capital Investment Object users may be physical persons or legal persons, including overseas physical or legal persons, as well as governmental bodies, local self-government authorities, other countries and international associations and organisations.

7.10 The Capital Investment Object’s user can also become an investor.

7.11 Unless provided for otherwise in the Capital Investment Contract, Capital Investment Subjects may fulfil the role of one or more Capital Investment Subjects. 

Article 8

The Rights of Investors in Capital Investments

8.1 All Investors shall have equal rights in the following fields:

8.1.1 In the course of implementing activities and operations as contracted pursuant to a Capital Investment Contract; unless otherwise provided for by the laws of the Azerbaijan Republic;

8.1.2 In determining Capital Investment volumes and targets as well as in entering into agreements with other Capital Investment Subjects in accordance with the Civil Code of the Azerbaijan Republic;

8.1.3 In the ownership, use and control of Capital Investment Contracts and Objects and the rights to the proceeds therefrom.

8.1.4 In transferring rights to Invest in the Capital Investment as well as rights over the results of Capital Investments to physical persons, legal entities, governmental bodies and local self-government authorities by way of entering into agreements and/or government treaties (contracts) Subject to the laws of the Azerbaijan Republic and to the terms of the applicable Capital Investment Contract.

8.1.5 In controlling the use of funds Invested in Capital Investments; and

8.1.6. In the investment of debt or equity into a Capital Investment together with other Investors pursuant to the Capital Investment Contract, the laws of the Azerbaijan Republic and any applicable joint venture agreement between or among the Investors.

8.2 A Capital Investor shall have the right to discontinue Investment Activities at any time provided that the Capital Investor’s Obligations have been fulfilled pursuant to the Capital Investment Contract.

8.3 Being in accordance with the legal acts of the Azerbaijan Republic, an Investor in a Capital Investment shall be granted title to ownership of the Capital Investment Objects as well as other rights and titles provided by the laws of the Azerbaijan Republic or by the contract(s) signed by the Investor, with due regard to the specific characteristics a given Investment.

8.4 Subject to the terms of the relevant Capital Investment Contracts and the applicable laws of the Azerbaijan Republic, Foreign Investors in Capital Investments shall be accorded the rights and guarantees set forth in Chapter II Article 4 herein.

8.5 Investors in Capital Investments may be granted title to ownership of the products of a Capital Investment pursuant to the terms of the Capital Investment Contract and subject to the laws of the Azerbaijan Republic.
Article 9.

The Obligations of the Capital Investment Subject

9.1 The obligations of Investment Subject shall be as follows:
9.1.1 To conduct all activities and operations pursuant to the terms of any Capital Investment Contract and in compliance with applicable international treaties, laws, by-laws and regulatory acts of the Azerbaijan Republic;

9.1.2 To comply with the requirements of the governmental bodies to the extent that such requirements do not contradict the laws of the Azerbaijan Republic;

Article10

The Relationships between Investment Subjects

10.1 Legal relations between and among the Investment Subjects shall be regulated by the terms of the relevant Capital Investment Contract and the Laws of the Azerbaijan Republic including the Civil Code.

10.2 Unless otherwise provided for under this Law, the terms and conditions of the Capital Investment Contract, whether it is concluded between Capital Investment Subjects and/or governmental bodies pursuant to an international agreement, shall remain in effect for the duration of the activities contemplated under such Capital Investment Contract.

10.3 The central executive administration of the Azerbaijan Republic and the local self-government authorities may, if provided for in the terms of the Capital Investment Contract, and subject to compliance with the Constitution of the Azerbaijan Republic, the present Law and other laws, by-laws and regulatory acts of the Azerbaijan Republic, participate in the activities relating to a Capital Investment.

Chapter IV.

The Regulation of Capital Investment Activities

Article 11. 

The Forms and Methods of State Regulation of Capital Investment Activities

11.1 The regulation of Capital Investment activities shall be executed by the central executive administration of the Azerbaijan Republic.

11.2 The appropriate central executive authority shall take the following acts to implement the regulation of Capital Investment activities:

11.2.1 Establish a unified database on Capital Investments made in the Azerbaijan Republic;

11.2.2 Represent the Azerbaijan Republic in direct negotiations with Investors in Capital Investments and protect the health, safety, environmental and national security interests of the country;

11.2.3 Take steps, acting within its scope of authority, to improve the investment climate in the Azerbaijan Republic and to encourage Investors to Invest in Capital Investments;

11.2.4 Organise international competitive tenders for the award of Capital Investment Contracts;

11.2.5 Set targets and applications for State Capital Investments and arrange programmes for the development of individual provinces within the Azerbaijan Republic;

11.2.6 Organise and hold competitive tenders for Capital Investment Projects in the manner stipulated by international financing institutions, and the bilateral export and import credit agencies of other countries, in order to secure financing for such Capital Investment Projects;

11.2.7 Enter into bilateral mutual investment promotion and protection agreements with the appropriate authorities of other countries acting in the established manner and on behalf of the Azerbaijan Republic.

11.3 The state regulation of Capital Investment activities envisages the following:

11.3.1 Creation of the following favourable conditions for Capital Investment activities to develop:

11.3.1.1 Improvements in the tax system designed to benefit Investors including improvements to the depreciation deduction mechanism and the system for using the depreciation amounts;

11.3.1.2 Establishment of a special taxation regime for Investment Subjects;

11.3.1.3 Enhanced protection of the rights of Investors;

11.3.1.4 Provide Capital Investment Subjects with favourable conditions with regards to land use and the use of other natural resources;

11.3.1.5 Expand the application of public funds and funds from the extra-budgetary sources to finance Capital Investments in the construction of Capital Investment Objects related to housing and public entertainment;

11.3.1.6 Enhance the competitiveness of markets through the appropriate enforcement of anti-monopoly laws and measures in the Azerbaijan Republic;

11.3.1.7 Expand the opportunities for Investors to make use of facilities for secured lending;

11.3.1.8 Promote the development of finance markets within the Azerbaijan Republic;  

11.3.1.9 Conduct a reevaluation of capital assets by making an appropriate adjustment for inflation;

11.3.1.10 To broaden the opportunity for Investors to organize Investments in Capital Objects; 

11.3.2 To broaden the scope for Capital Investments with direct participation by the government;

11.3.2.1 To broaden the scope for developing, approving and financing Capital Investment Projects between the Azerbaijan Republic and foreign governments as well as Capital Investment Projects based on the state budget funds;

11.3.2.2 Develop a complete inventory of all proposed Capital Investment Objects recently built and planned for the state’s needs together with Capital Investment Objects to be developed and financed from the state budget. The appropriate central executive authorities are responsible for the development of this list;

11.3.2.3 Providing sovereign guarantees to back Capital Investment Projects awarded on the basis of a competitive international tender and financed from the state budget. The rules for the provision of such sovereign guarantees are defined by respective executive authorities;

11.3.2.4 Allocate state budget funds for the financing of Capital Investment Projects awarded on the basis of competitive international tenders. The rules for the allocation of such state budget funds shall be defined by relevant central executive authorities;

11.3.2.5 Undertake evaluations of Capital Investment Projects within the framework of the legislation of the Azerbaijan Republic; 

11.3.2.6 Protect (secure) Azerbaijani enterprises and organizations from the supply of obsolete or substandard technology and equipment;

11.3.2.7 Develop and adopt appropriate standards and procedures for the implementation of Capital Investment projects and supervise the implementation and maintenance of such standards and procedures;

11.3.2.8  To identify and nominate for competitive tender, Capital Investment Objects that are owned by the state including suspended and partially completed construction projects; and

11.3.2.9 To define the Capital Investment Project’s Financial Return Period.

11.4 In order to implement the foregoing, appropriate regulations on Capital Investment activity should be developed and implemented in accordance with the legislation of Azerbaijan Republic

Article 12:

 Rules for the Adoption of a Law which Regulates State Capital Investments

12.1 In accordance with the legislation of Azerbaijan Republic, appropriate regulations for State Capital Investments shall be adopted by the relevant central executive authorities.
12.2 Capital Investment Projects financed from the state budget are defined as State Investment Projects

12.3 State budget funds used to finance State Capital Investments shall be allocated where: 

12.3.1 The funds are deployed to fund specific state programs; and 
12.3.2 There is an appropriate proposal from the respective central executive authorities regarding it.
12.4 The development, consideration and ratification of State Capital Investment projects shall be implemented in accordance with the legislation of Azerbaijan Republic.

12.4.1 The rules for the financing State Capital Investments are defined by relevant central executive authorities.
12.4.2 The law which regulates State Capital Investments implemented by the Azerbaijan Republic together with foreign governments shall be adopted after the signing of an international agreement between Azerbaijan Republic and the respective government.
12.4.3 State Capital Investments are implemented on the basis of a competitive tender administered by the relevant state customer in accordance with the legislation of Azerbaijan Republic. 
12.4.4 The direction and implementation of State Capital Investments shall be supervised by the Accounts Chamber of Azerbaijan Republic as well as authorized central executive authorities in accordance with the legislation of Azerbaijan Republic.

Article 13 

Capital Investment Project Examination

13.1 In accordance with the legislation of Azerbaijan Republic, all sources of Investment including project financing and Investment in Capital Investment Objects, regardless of their form or ownership, shall be subject to a Capital Investment Project Examination prior to their approval. 

13.2 A Capital Investment Project Examination shall be conducted in order to prevent violation of the interests of legal entities and the government during the time Capital Investment Objects, and to ensure against breaches of the requirements of the defined standards (norms and rules) as well as to implement a purposeful evaluation of the Capital Investment.

13.3 State Capital Investments financed from the state budget as well as Capital Investment Projects which are of social-economic importance (regardless of the sources of financing and the form of property) shall pass through a Capital Investment Project Examination. 

13.4 A Capital Investment Projects Examination shall be conducted by authorized government bodies of Azerbaijan Republic.

13.5 All Capital Investment Projects shall pass through an ecological examination in accordance with the legislation of Azerbaijan Republic. 

V. Chapter.

State Protection of the Rights and Guarantees Accorded to Investors

Article 14

Protection of Capital Investment
14.1 In the event that a Capital Investment is nationalised, expropriated or subject to measures having equivalent effect the protections set forth in Articles 4.7 and 4.8 of this Law shall apply.

14.2 Capital Investments shall be insured in accordance with the legislation of the Azerbaijan Republic.

Article 15

 The Responsibility of Investors 

While Undertaking Investment Activities

15.1 If an Investor or other Capital Investment Subject violates of the terms of a government contract for a State Investment Project, a Capital Investment Contract or other agreement during the implementation of Capital Investment, the Investor or Capital Investment Subject will be responsible in accordance with the terms of such contract or agreement and the laws of the Azerbaijan Republic.

15.2 If the bodies of the central executive authorities responsible for the supervision, implementation or regulation of Investments fail to fulfill their responsibilities,such bodies will be held accountable in accordance with the legislation of Azerbaijan Republic.

15.3 The payment of compensation caused by failing to fulfill an obligation in a Capital Investment Contract does not relieve responsibility from an an investment activity party to fulfill the obligations stated in the agreements (except if it stated in the agreements).

15.4 Investment Activities implemented in the form of Capital Investments may only be suspended or terminated in accordance with the rules stipulated in the relevant Capital Investment Contract and the legislation of the Republic of Azerbaijan.
15.4.1 Investment Activities may only be suspended or terminated upon the decision of the Investor or by decision of the Courts of the Azerbaijan Republic.

15.4.2 In the event of the suspension or termination of Investment Activities implemented in the form of a Capital Investment,  payment of damages to the relevant Capital Investment Subjects shall be made in accordance with the legislation of the Republic of Azerbaijan, and the terms and conditions of any applicable treaty and/or Capital Investment Contract; provided, however, that in the event that there is a conflict between the terms of an applicable international agreement or treaty and the laws of the Azerbaijan Republic, the provisions of the international agreement or treaty shall prevail and apply.

Chapter VI

Final Provisions

Article 16

Prior Legislation

16 After this Law shall come into effect, the “Law on Protection of Foreign investments” dated January 14, 1992, N-57 (information of the Milli Majlis of the Republic of Azerbaijan, 1992, N4, Article 81), and the Law on Investment Activity, dated January 13, 1995, N-962  (information of Milli Majlis,1995, N17-18, Article 360) shall, with the exception of any rights, guarantees or benefits provided to Investors who made Investments in the territory of the Azerbaijan Republic under either of the previous two laws and prior to the entry into force of this Law which rights, guarantees and benefits shall continue for the duration as contemplated in those prior laws, become null and void..

Article 17

Entry into Force

17. This Law shall come into effect from the date of publishing.
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