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PROTOCOL CONCERNING PROFIT TAX 

Certain principles concerning Taxes are contained in the Agreement on the Joint 
Development and Production Sharing for the Azeri and Chirag Fields and the Deep 
Water Portion of the Gunashli Field in the Azerbaijan Sector of the Caspian Sea 

entered into on 20 September 1994 by and among the State Oil Company of the 

Azerbaijan Republic and the Contractor Parties, which was enacted by the legislature 
of the Azerbaijan Republic giving it the full force of law in Azerbaijan and which 

became effective on 12 December 1994 (the PSA). 

The Cabinet of Ministers of the Azerbaijan Republic issued Decree Number 50 dated 

7 March 1995 forming a Commission comprised of representatives of the Ministry of 

Finance, Main State Tax Inspectorate, State Customs Committee and the State Oil 

Company of the Azerbaijan Republic (the Commission) to establish and agree with 
the Contractor Parties the administrative procedures necessary to implement the tax 

provisions of the PSA. 

The Commission and the Contractor Parties have agreed to enter into Protocols to 

establish these procedures, including this Protocol dated 19 March 1996 Concerning 
Profit Tax. Accordingly this Protocol sets out their mutual understanding of the PSA 

and the procedures which are to be utilised in determining the Profit Tax liabilities of 

the Contractor Parties. 

In the event that a Contractor Party receives income or incurs expenditure other than 

in carrying on Hydrocarbon Activities then such amounts shall be subject to taxation 

in accordance with the law of the Azerbaijan Republic. 
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13.3 Where the Contractor Party has a number of offices in the Azerbaijan 

Republic it shall submit its Profit Tax return to the Tax Inspectorate which is 

appointed to deal with the Contractor Party's main office in the Azerbaijan 

Republic. For this purpose the main office shall be deemed to be the one 
where the Contractor Party's consolidated accounting records are maintained. 

13.4 In the event a Contractor Party ceases to carry out Hydrocarbon Activities, it 

shall submit its Profit Tax return for the Calendar Year in which it ceases 
Hydrocarbon Activities to the Tax Inspectorate within ninety (90) days of 

ceasing its Hydrocarbon Activities. 

13.5 In the event that a Contractor Party has business activities in the Azerbaijan 

Republic other than Hydrocarbon Activities, it shall be required to submit a 

separate profit tax return in respect of those other business activities to the Tax 

Inspectorate in accordance with the appropriate legislation of the Azerbaijan 

Republic. 

14. Procedure for Tax Audits by the Tax Inspectorate

14.1 The Tax Inspectorate shall have the authority to conduct an audit of the 

Contractor Party's Profit Tax return for each Calendar Year to ensure that it 
has been prepared in accordance with the tax provisions of the PSA and will 

provide ten (10) days advance notice in writing of such an audit to the 

Contractor Party. In the case where the Tax Inspectorate has information 
which indicates that the Contractor Party is attempting to regularly evade 

paying Azerbaijan Profit Tax, then no such advance notice of an audit will be 

required. 

14.2 Upon completion of an audit, the Tax Inspectorate shall discuss any proposed 

adjustments with the Contractor Party giving a full explanation for the 

proposed adjustment. 

14.3 Where the Tax Inspectorate and the Contractor Party agree upon the proposed 

adjustments, the Tax Inspectorate will issue a notice of additional Profit Tax 

due or a notice of refund. 

14.4 Any agreed underpayments or overpayments of Profit Tax shall be paid within 

ten (10) days following receipt by an authorised representative of the 

Contractor Party of the appropriate notice. 
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14.5 If the Tax Inspectorate and the Contractor Party are unable to agree upon the 
amount of Profit Tax underpaid or overpaid, the issue shall be submitted to 
arbitration applying the principles contained in the PSA. 

14.6 The filing of the Profit Tax return and payment of Profit Tax thereunder shall 
be deemed to be a final and conclusive settlement of all Profit Tax liabilities 
for that Calendar Year upon the date thirty-six (36) months from the date the 
Profit Tax return for such Calendar Year was filed. The Tax Inspectorate and 
the Contractor Party may, by mutual agreement, extend this period. 

15. Procedure for Profit Tax Payment

15 .1 Starting in the first Calendar Year in which the Contractor Party estimates that 
it will earn a Taxable Profit, it shall pay estimated Profit Tax for each 
Calendar Quarter based upon its estimate of Taxable Profit for the Calendar 
Quarter. 

15.2 In calculating the estimated Profit Tax to be paid for a Calendar Quarter, each 
Contractor Party may utilise its estimated Taxable Profit for the preceding 
Calendar Quarters in such Calendar Year and any other information which it 
deems appropriate. 

15.3 The Contractor Party shall pay the estimated Profit Tax due for the Calendar 
Quarter within twenty-five (25) days of the end of the relevant Calendar 
Quarter. 

15 .4 At the same time as making its estimated Profit Tax payment each Contractor 
Party shall submit a calculation in the form as set out in Appendix 3 to the Tax 
Inspectorate. 

15.5 Estimated Profit Tax paid in respect of Calendar Quarters during a Calendar 
Year will be credited against the final Profit Tax due for such Calendar Year 
as calculated on the Profit Tax return submitted in accordance with Paragraph 
13 above. 

15 .6 Any underpayment of Profit Tax shall be paid by the Contractor Party within 
ten (10) days of submitting its final Profit Tax Return for the Calendar Year. 

15. 7 Any overpayment of estimated Profit Tax may be credited against the
following Calendar Quarter or Quarters' estimated Profit Tax payment(s) at the 
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