/ Andersen Georgia LLC 33 56ogMligh xMGR0s
5@ 353L5dol gwyhs 3

3 Lado Kavsadze street

ANDERS » 0162 Thilisi, Georgia 0162 bo@obo, bsgsHoggeem
® andersen.ge andersen.ge

Tax Newsletter

January 2024

I Changes in procedures for write-off of inventory

According to the changes implemented in the Order Ne994 of the Minister of the Finance, the write-off of inventory will be
performed not only by the complete destruction of goods and changing the primary type of goods, but also by the transfer
of inventory (tires) to the Extended Producer Responsibilities (hereinafter - EPR) organization. As for the write-off
documents, the signature of the authorized person of the tax authority will confirm not only the description of the goods
expired/unfit for use or further delivery but also their demolition / supply to the EPR organization.

A separate article was added for the write-off of goods and material assets transferred to the Extended Producer
Responsibilities organization, according to which the taxpayer is entitled to write off expired and/or unsuitable for use
inventory without considering the established conditions and procedures, if these goods were purchased and/or imported by
the taxpayer and within the framework of fulfilling the obligations stipulated by the Waste Management Code, this inventory
is transferred free of charge to the Extended Producer Responsibilities organization. Such goods are batteries and
accumulators, tires, electrical and electronic equipment and oils.

The amendment came into force on 12 January 2024.

I New Manuals

The Revenue Service published new Manuals on 25 January 2024. Among them, Ne1519 - "Realization of property used for
residential purpose"”, Ne1434 - "Assessing property tax on real estate owned by a non-resident natural person" and Ne2701
— “Use of Certificate of Preferential Origin of Goods CT-1 where there is a 5% difference in the actual quantity of goods”.
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Realization of property used for residential purposes - 1519

The manual discusses a case where a natural person has sold the property owned for less than 2 years, which is recorded as
a commercial space in the public register extract, although the said property is used by the owner as a residential space.
While filing the annual income tax return the individual taxed received surplus gain at a rate of 5 percent.

In the manual the Revenue Service explains that the surplus gain received by an individual from the supply of a residential
apartment (house) and the land attached to it is taxed at 5 percent. On the other hand, the tax code exempts from income tax
the surplus gain obtained by the sale of the residential apartment (house) owned by an individual for more than 2 years with
the land attached to it. In addition, the tax code indicates that the tax authority has the right to change the classification of a
business transaction based on its form and substance if the form of the transaction does not correspond with its substance.

Despite the fact that the property owned by a natural person has been given the status of commercial space in the register,
Since it is used for residential purposes and not for economic activity, the person has the right to tax the profit received from
the sale of the property at a rate of 5%, instead of the 20% rate that he/she would have been obliged to pay in case of sale
of a commercial space. Therefore, the action of an individual is legitimate and does not involve any kind of tax violation.

Assessing property tax on real estate owned by a non-resident natural person - 1434

The manual discusses the case where a non-resident natural person without Georgian citizenship owns real estate (an
apartment and a garage) in the territory of Georgia. The person has not submitted the property tax return to the tax authority.
The tax authority assessed the non-resident individual presumptive property tax at the highest rate on the taxable property
owned by him/her.

The Revenue Service explains that since non-citizen non-resident natural persons of Georgia are considered natural persons
for the purposes of the Tax Code, they have an obligation to pay property tax on the taxable property they own. Tax rate is
differentiated according to the income received by the taxpayer’s family during the tax year. An individual must submit a
property tax return to the tax authority no later than 1 November of the following calendar year.

According to the manual, a property tax will be assessed to the person, and the assessed property tax will be subject to
reduction based on the submission of the individual's annual property tax return, as well as taking into account the results
of a tax audit.

Use of Certificate of Preferential Origin of Goods CT-1 where there is a 5% difference in the actual quantity of goods —
2701

The manual describes the following factual situation: the declarant declared 100 units of shampoo in the procedure of release
for free circulation. Goods are subject to import duty. A Certificate of Preferential Origin of Goods CT-1 is submitted for
the goods, in which the weight of the goods is indicated - 50 kg. The invoice presented with the declaration indicates 100
units of shampoo, weight -50 kg. A “red corridor” was defined for the customs declaration. As a result of inspection of the
goods, 105 units of shampoo were found on the spot, the weight of which was 52.5 kg.
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The Revenue Service explains that the actually presented goods (including 5 undeclared units) are identified by inspection
with the goods specified in the Certificate of Preferential Origin of Goods and declaration. The actual quantity of the goods
does not exceed 5% of the quantity (or weight) given in the CT-1 certificate. According to the assessment of the Revenue
Service, based on the presentatedCT-1 certificate, the preference will be extended to the entire goods (including the 5%
difference).

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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