
THE LAW OF THE REPUBLIC OF AZERBAIJAN 
on compulsory insurance of auditor’s professional liability 1 

 
This law governs relations in compulsory insurance of professional liability of 

natural and legal persons providing auditing services in the Republic of Azerbaijan 
before the subject of audit, and specifies its organizational, legal, economic principles.   

 

Article 1. Main definitions 
 

The definitions used in this law are: 
1.1. auditor - natural or legal person providing auditing services in the Republic of 

Azerbaijan as specified by the legislation; 
1.2. subject of audit - natural or legal person signed a contract with an auditor in 

regard to conducting an audit; 
1.3. object of compulsory insurance of auditor’s professional liability - liability of 

an auditor for damage caused to the subject of audit by the provided service;   
1.4. auditor’s professional liability – liability of an auditor about compensating the 

damage caused to the subject of audit by auditing service;   
1.5. insurer – legal entity established to fulfil insurance and reinsurance activities 

and obtained special permission (license) as specified by the legislation;  
1.6. the insured -  natural or legal person engaged in auditing service as specified 

by the legislation and signing a contract with an insurer to insure its professional 
liability; 

1.7. insured event– a case in contract on compulsory insurance of auditor’s 
professional liability which is principal in making insurance payment to the insured; 

1.8. insurance fee  – an amount of money to be paid to insurer by the insured 
pursuant to the contract on compulsory insurance of auditor’s professional liability 
(hereinafter - insurance contract); 

1.9. amount of insurance – certain extent of insurer’s liability for compensating the 
damage caused to subject of audit by auditing service;  

1.10. insurance payment  – in case of the insured event, an amount of money to be 
paid to the insured by insurer in extent of insurance amount.  

 

Article 2.  Legislation on compulsory insurance of auditor’s professional liability 
 

2.1. Legislation on compulsory insurance of auditor’s professional liability includes 
the present Law, the Civil Code of the Republic of Azerbaijan, the laws of the Republic 



of Azerbaijan “On Insurance Activities”, “On Auditing Service” and other normative 
legal acts. 2 

2.2. In case of difference between this Law and international contracts wherein the 
Republic of Azerbaijan is one of the parties, requirements of international contracts will 
prevail.  

 

Article 3. Insured event cases causing auditor’s professional liability 
 

3.1. Insured event cases causing auditor’s professional liability are:  
3.1.1. breach of requirements of normative legal acts, standards, regulations 

adopted in the field of auditing service; 
3.1.2. failure to detect mistakes and distorted data in accounting (financial) and tax 

reports; 
3.1.3. failure to provide right recommendations to eliminate the detected errors 

and distortions; 
3.1.4. doing works in bad quality and/or non-compliance with the period to fulfil 

works; 
3.1.5. breach of the principle of confidentiality. 
 

Article 4. Exemption of an auditor from professional liability 
 

4.1. Damage is not deemed an insured event in the following cases: 
4.1.1. If damage occurs as a result of non-fulfilment of responsibilities by the 

subject of audit provided in the contract between the subject of audit and auditor; 
4.1.2. If data obtained from proper state authorities and other related parties cause 

wrong audit report. 
 

Article 5. Rights and responsibilities of insurer 
 

5.1. Insurer’s rights are: 
5.1.1. To assess insurance risk of auditor’s professional liability together with the 

insured or entrust this issue to independent professional auditor; 
5.1.2. To be involved in settlement of disputes regarding the compensation of 

damage by the insured caused to the subject of audit as a result of auditing service;  
5.1.3. To determine extent of damage caused by insured event, to get information 

from the insured in this respect, to enter the object where the insurance case occurred or 
supposed to have occurred in order to assess the damage, to obtain documents proving 
the event and to invite specialists on corresponding fields; 



5.1.4. If there occur cases causing increase of insurance risk after concluding 
insurance contract, to require the insured to change the conditions of the contract and 
increase insurance fees as specified by the law; 

5.1.5. To refuse making payment under compulsory insurance of auditor’s liability 
in cases provided in Article 11 of this Law.   

5.2. Insurer’s responsibilities are:  
5.2.1. To get insurance fee from the insured and issue insurance certificate; 
5.2.2. To make relevant amendments to insurance contract or to sign new 

insurance contract upon request of the insured while taking significant steps to reduce 
the risk of insured event; 

5.2.3. To make insurance payment in case of insured event; 
5.2.4. To give privileges to the insured provided in Article 12 of Law; 
5.2.5. Not to spread confidential data about the insured and subject of audit; 
5.2.6. To defend legal interests of the insured. 
5.3. Insurer’s other rights and responsibilities in accordance with the legislation 

can also be provided in insurance contract upon consent of the parties. 
 

Article 6. Rights and responsibilities of the insured 
 

6.1. Rights of the insured are:   
6.1.1. To independently choose insurer; 
6.1.2. To benefit from privileges provided in Article 12 of the Law;  
6.1.3. To demand interpretation of insurance contract conditions from insurer; 
6.1.4. To require insurance payment if the insured event occurs;  
6.2. Responsibilities of the insured are:   
6.2.1. To conclude insurance contract with insurer; 
6.2.2. To pay insurance fee during the period, in amount and as specified in 

insurance contract; 
6.2.3. To provide insurer with information on other insurance contracts (co-

insurance); 
6.2.4. To take steps for preventing damage and decrease; 
6.2.5. Not to breach the conditions of insurance contract;   
6.2.6. To notify insurer during the period and as specified in insurance contract in 

case of insured event; 
6.2.7. To allow insurer to take part in solution of dispute in connection with 

payment of compensation for the damage caused to the subject of audit as a result of 
auditing service; 



6.2.8. Not to assume any direct or indirect obligations to regulate demands of third 
parties without official consent of insurer. 

6.3. Other rights and responsibilities of the insured in accordance with the 
legislation can also be provided in insurance contract upon the parties’ consent.  

 

Article 7. Insurance contract and certificate  
 

7.1. According to insurance contract, insurer agrees to make insurance payment 
under the claim put forward by the subject of audit for damage caused by insured 
event, and the insured agrees to pay insurance fee during the period specified.  

7.2. Insurance contract should be signed with insurer who obtained special 
permission (license) as specified by the legislation. 

7.3. Unless otherwise provided in insurance contract, the insurance contract is 
deemed to have taken effect from the moment insurance fee is paid.  

7.4. Insurance contract is usually signed for a year at least.  
7.5. A document proving signing of insurance contract is insurance certificate. 

Insurance certificate is issued on the day when insurance fee is paid. 
7.6. Insurance contract is terminated in the following cases: 
7.6.1. If insurer completely fulfils its obligations before the insured; 
7.6.2. If the insured does not pay insurance fee during the period and in amount 

specified in insurance contract; 
7.6.3. If insurer is liquidated as specified by the legislation; 
7.6.4. If there is an effective court decision on deeming the contract invalid; 
7.6.5. In other cases provided in the legislation. 
 

Article 8. Specifying amount of insurance, insurance payment and insurance fee 
 

8.1. Amount of insurance is determined under insurance contract according to 
assessment of insurance risk of auditor’s professional liability. 

8.2. Amount of insurance is determined to fulfil insurance payments when insured 
event occurs during the period of insurance. 

8.3. Defining insurance risk and estimating amount of insurance is based on the 
following criteria: 

8.3.1. Punishments received by the insured and its employees for faults and defects 
they had before; 

8.3.2. Insurance payment made to the subject of audit in previous years and 
information on its essence; 



8.3.3. Material - technical base of the insured (and computer programs for auditing 
service); 

8.3.4. Normative legal base of the insured;  
8.3.5. Type and value of auditing service; 
8.3.6. Scope and period of fulfilment of auditing service. 
8.4. Insurance payment is made in the amount of actually caused damage and 

should not exceed final limit of insurer’s liability. 
8.5. Amount of insurance cover is determined by insurer according to documents 

(expert opinion if necessary) provided in Article 9 of the Law together with applying 
person. 

8.6. If the insured has several effective insurance contracts on the same risks, the 
damage is compensated by insurers proportionally. 

8.7. After insurance payment for liability insurance is made, amount of insurance 
is reduced to the extent of amount of payment, and respective notes are made in 
insurance contract. Upon the request of the insured, previous amount of insurance can 
be restored through paying additional insurance fee for the left period. 

8.8. In case of insured event provided in insurance contract, the subject of audit can 
put forward claim against the insured and the insured can raise claim against insurer 
for compensation of the damage.  

8.9. With consideration of amount of insurance, amount of insurance fee is 
specified on condition that it does not exceed 5% of insurance amount, and is paid in 
full in one instalment. Base insurance rates are defined by relevant executive power. 
Insurer forms insurance reserves as specified in the legislation after the allocations 
conducting works in the amount of 10% of entered insurance fees and compulsory 
allocations from financing for state regulation and control fulfilment in insurance sector 
in the amount of 0.3 %.3 

8.10. Amount of insurance for compulsory insurance of auditor’s professional 
liability should not be less than the amount shown below: 

8.10.1. for natural persons engaged in auditing activity - 1000 manat;  
8.10.2. for legal entities engaged in auditing activity - 3000 manat. 
 

Article 9. Rules of request for getting amount of insurance 
 

9.1. In cases of insured event, the subject of audit addresses to the insured to get 
the amount of insurance. If the insured confesses the damage, it notifies the subject of 
audit in writing in this respect with consideration of periods of request for getting 



insurance payment specified in insurance contract, and presents the following 
documents to insurer:  

9.1.1. Application with properties of the subject of insurance, reasons of insured 
event, damage cover and result; 

9.1.2. Copy of insurance contract and insurance certificate; 
9.1.3. Documents on claims put forward against the insured in connection with 

event; 
9.1.4. Amount of the damage caused to subject of audit and documents proving 

direct costs of the subject of audit in regard to damage; 
9.2. Insurer should give to the insured the list of obtained documents and a 

document about the date of their obtainment. 
9.3. Insurer should make insurance payment within 10 days upon obtainment of 

documents provided in Clause 9.1 of the Law. 
9.4. If the insured does not submit relevant information to subject of audit during 

the period specified in Clause 9.1, the subject of audit can apply to the court to get 
amount of insurance. 

 

Article 10. Compensation 
 

10.1. Insurer pays the amount of insurance upon the request by the insured or 
effective decision of the court.   

10.2. An income lost in connection with insured event is not paid by insurer 
according to the law.  

 

Article 11. Grounds to refuse making insurance payment 
 

11.1. Insurer can refuse making insurance payment in the following cases: 
11.1.1. If the insured does not pay insurance fee; 
11.1.2. If the subject of audit suffers damages as a result of its purposeful act (if its 

guilt in occurrence of insured event is proved); 
11.1.3. If other grounds are determined by the legislation. 
11.2. Decision on refusal of making insurance payment is officially adopted upon 

declaring the reasons of refusal to the subject of audit. 
 

Article 12. Discount for the insured 
 

12.1. If no insured event happens during the period provided in insurance 
contract, 10% of insurance fee is refunded to the insured. 



12.2. The insured pays insurance discount specified in clause 12.1 of the Law 
within 10 days after getting corresponding documents. 

12.3. Inclusion in and exclusion from income the compulsory insurance fee is 
governed by the Code of Taxes of the Republic of Azerbaijan.  

 

Article 13. Insurance reserves 
 

To ensure fulfilment of obligations before the insured, insurer should at the 
expense of insurance fees create insurance reserves as specified by the legislation. 

 

Article 14. Responsibility for violation of Law 
 

Parties having signed an insurance contract are accountable for violation of the 
Law as specified by the legislation.  

 

Article 15. Disputes Settlement 
 

According to this Law, if no agreement is reached between the parties regarding 
differences arising out of the insurance contract, the disputes are settled by the court.  

 

Article 16. Effectiveness of the Law 
 

The Law enters into effect from the date it is published. 
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The President of the Republic of Azerbaijan 
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