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I Writing off tax debt for individuals

An amendment was made to the Tax Code of Georgia, specifically, Subparagraph "d" was added to Paragraph 37 of Article 309 of
the Code. According to this amendment, recognized tax debt of an individual, which originated before 1 January 2021, and exists

at the time of the write-off, as well as the accrued interest on it, is subject to write-off.

The amendment came into force on 29 May 2024.

I Tax benefits for foreign enterprises registered in offshore countries

Amendments have been made to the Tax Code of Georgia, specifically Article 309, which has been supplemented with Paragraph
146. According to this new provision, if the ownership of all assets (including shares/stocks) of a foreign enterprise registered in

an offshore country is transferred to a Georgian enterprise by 1 January 2028:

e Income/benefit received from this operation by the foreign enterprise and its partner individual, which is considered
income sourced from Georgia for the purposes of this Code, is exempt from profit/income tax.

e The importation of the asset/goods into Georgia is exempt from import duties.

e The Georgian enterprise is exempt from property tax on the asset received through this operation until January 1, 2030.

According to the law, these benefits apply if:
e The same individual (or group of individuals) owns 100 percent of the shares/stocks in both the foreign enterprise
registered in the offshore country and the Georgian enterprise.
e The asset being transferred is owned by the foreign enterprise registered in the offshore country as of the effective date

of this provision.

The amendment came into force on 29 May 2024.

Andersen in Georgia is a member firm of Andersen Global®, an international association of member and collaborative firms presented in more than 174 countries, providing tax, legal,
valuation, business advisory services and other services to its clients operating in diversified industries.
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I VAT treatment of services related to immovable property

Order No. 996 of December 31, 2010, of the Minister of Finance of Georgia "On Tax Administration" has been supplemented with
Article 666, which establishes criteria for determining the place of service provision related to immovable property for VAT

purposes.

We remind you that according to the Paragraph 4 of the Article 162! of the Tax Code of Georgia, the place of service provision
related to immovable property is considered to be the place where the immovable property is located. According to Article 66°
added to Order No. 996, services related to immovable property include only those types of services that have a direct connection
to immovable property. A service is considered directly related to immovable property in the following cases:

e If the service derives from immovable property, which constitutes an integral and inseparable element of the service.
Moreover, the provision of such service is impossible without the immovable property;

e If the service is provided in relation to immovable property, including if it aims at any kind of physical change to the
immovable property or any form of change to its legal status.

The new article includes a list of services related to immovable property. Such services include, among others, the provision of
services for the preparation of construction work, expert services for immovable property, leasing of immovable property, real
estate agent services, legal services related to the transfer of ownership of immovable property, the creation or transfer of specific
rights or property rights on immovable property, including the drafting of real estate sale agreements, and others.

The amendment came into force on 27 May 2024.

I New methodological instruction on taxation of income received from international carriage of goods at
the source of payment

Order No. 11601 issued by the Head of the Revenue Service has approved a new methodological instruction, which defines the
rules and conditions for considering income derived from transportation services in international shipments as income sourced
from Georgia, the taxation at the source of such income, and the application of tax benefits.

The methodological guideline discusses specific examples and makes evaluations within the context of these specific examples.
Here are a few of them:

Example 1

Factual Circumstance

A freight forwarder must organize the transportation of cargo from Istanbul to Tbilisi for a resident enterprise (the customer). The
cost of the forwarder's service (compensation amount) is 10,000 GEL (including income/profit tax), which includes the costs of
cargo transportation and related expenses. The forwarder is a non-resident entity that does not have a permanent establishment in
Georgia.
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Tax Overview

The transportation of cargo from Istanbul to Tbilisi is considered an international shipment. The income received from the service
provided by the forwarder is considered income sourced from Georgia, which is taxed at the source without deductions, at 10%.
As a result, the resident enterprise will withhold 10% of the amount payable for the international shipping service provided by
the non-resident forwarder and will pay 1,000 GEL (10,000 x 10%) to the budget.

Example 2

Factual Circumstance

A resident enterprise (the customer) ordered the organization of cargo transportation from a non-resident forwarding company E,
which does not have a permanent establishment in Georgia. The transportation route is Almaty - Tbilisi. The compensation amount
for the transportation is 2,000 GEL (including income/profit tax). The non-resident forwarder E, in turn, ordered the cargo
transportation service from non-resident company R (which does not have a permanent establishment in Georgia), which carried
out the transportation from Almaty to Tbilisi. The compensation amount for the transportation is 1,800 GEL (including
income/profit tax).

Tax Overview

The transportation of cargo from Almaty to Tbilisi is considered an international shipment. The income received from the service
provided by the forwarder is considered income sourced from Georgia, which is taxed at the source without deductions, at 10%.
As a result, the resident enterprise (the customer) will withhold 10% of the amount payable for the international shipping service
provided by the non-resident forwarder E and will pay 200 GEL (2,000 x 10%) to the budget. Additionally, the income received
from the transportation service provided by non-resident company R from Almaty to Thbilisi is also considered income sourced
from Georgia. However, since non-resident forwarder E does not have a permanent establishment in Georgia, it does not act as a
tax agent and is not required to withhold tax at the source.

The amendment came into force on 21 May 2024.

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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