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I Important amendments in the VAT taxation of barter operations

Amendments were made to the Order No. 996 of the Minister of Finance of Georgia, in particular Articles 48! and 482 were
changed. As a result of the change, the term "remuneration amount" used in Article 48! was replaced by the word "compensation”,
which indicates that not only the amount received in exchange for goods/services, but also other compensation (barter) is
considered an advance.

This issue was clearly specified in the paragraph 6 of the same article, according to which the rules and criteria of advance taxation
apply to exchange (barter) operations both in cash and in the part of payment of compensation in the form of goods/services.

The change is particularly noteworthy for construction companies, as the time for them to tax premises to be delivered to
landowners has moved forward significantly. In particular, according to the legislation in force before the changes, if a natural
person transferred ownership of a plot of land to a construction company in 2022 in exchange for receiving the corresponding
premises in the multi-apartment building built on it in 2024, the construction company would not consider the receipt of the land

as an advance and would tax the transfer of premises to the landowner with VAT only at the time of their actual transfer - in 2024.

As a result of the change, the effect of which applies to the contracts concluded after 2024, the construction company will be
obliged to tax the premises to be supplied to the landowner with VAT during the period of taking ownership of the land plot. Here
we remind you that during the barter, the VAT taxable base of the premises to be supplied by the construction company is the
market price of the received land plot without VAT.

The amendment was published on November 29, 2023, came into force on January 1, 2024, and their effect will not apply to
contracts concluded before January 1, 2024.
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I Amendment related to crediting input VAT paid upon import

According to Article 175, Paragraph 2 of the Tax Code of Georgia, besides using purchased goods/services in transactions subject
to VAT, the VAT payer has the right to credit the amount of VAT related to the cost incurred for the purchase of goods/services,
if the goods or services are used:

e for providing services/delivery of goods outside the territory of Georgia

e In accordance with the Article 172 of the Tax Code of Code, in operations exempted from VAT

e For financial services/operations, if the customer is based outside of Georgia or if these operations are directly
related to goods to be exported from Georgia.

Until now, the amount of VAT paid upon the import of goods remained outside the regulation of the mentioned article. An
amendment was made to Order No. 996, whereby the Minister of Finance of Georgia additionally defined a separate case when
VAT can be credited based on a different basis than defined by the Tax Code of Georgia. According to the amendment, the VAT
payer has the right to credit the VAT amount related to the cost incurred for the purchase of goods on the basis of the import
declaration, if these goods are used in operations provided for by Article 175, Paragraph 2 of the Tax Code.

The amendment was published on November 30, 2023, came into force after its publication, and its effect will apply to legal
relationships arising from January 1, 2021.

I Changes to the tax benefits related to the funded pension

An amendment was made to the Tax Code, as a result of which the tax benefits related to personal income tax established for the
participants of the funded pension scheme were specified. According to the amendment, the pension contribution made to the
individual pension account of the participant of the funded pension scheme in accordance with the Law of Georgia "On Funded
Pension", the benefit accrued thereon, and the pension/retirement granted in accordance with Articles 32-34 of the Law of Georgia
"On Funded Pension" are exempted from income tax, except:

e In case of erroneous or excessive pension contribution, the amount corresponding to the amount of erroneous or
excessive pension contribution to be returned to the participant of the accumulative pension scheme/natural person
and the benefit accrued thereon

e According to Article 22 of the Law of Georgia "On Funded Pension", the amount corresponding to the amount of
the pension contribution to be returned to the employee who left the funded pension scheme and the benefits accrued
thereon

e Inaccordance with Article 34! of the Law of Georgia "On Funded Pension", the corresponding amount of pension
assets to be returned to the participant of the funded pension scheme on the basis of permanent departure from
Georgia.
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In cases where the transfer of pension assets to a pension scheme participant is subject to income tax, this income will be taxed at

the source of the payment. For this purpose, subparagraph "p" was added to the first Paragraph of Article 154 of the Tax Code,
according to which, in case of transfer/payment of pension assets to the employee/natural person from his/her individual pension
account, the obligation to withhold income tax at the source and pay it to the state budget was assigned to the legal entity of public
law - the pension agency.

The amendment was adopted on November 1, 2023, and came into force on November 20, 2023.

This publication provides only general information, and it is not recommended to make decisions on specific cases based solely on this document. It is important
that you consult a professional before making any decisions. Andersen in Georgia disclaims any liability for any loss resulting from actions taken or not taken
by individuals relying on the information in this publication or making decisions based on it. In case you would like to discuss the issues addressed in this
publication with relation to the specific circumstances relevant for you, please contact Andersen in Georgia.
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