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¥ TAXES ON INCOME

Personal income tax

Personal income tax rates (residents) 2020 2021

Income from employment 20% 20%*
Income from a business 20%* 20%*
Dividends 5% 5%
Interest 5% 5%
Royalty 20% 20%
Non-Georgian-source income of residents exempt exempt
Gain realized by a resident from the sale of tangible assets 20%/0%?*  20%/0%?
Income of a sole trader with the status of Micro Business exempt exempt
Income of a sole trader with the status of Small Business 5%/3% 5%/3%

Income of a sole trader with no employees and carrying on one of the exempt exempt
particular activities listed in the order of the Ministry of Finance

Income from selling securities issued by an international finance exempt exempt
company

Income from selling free floating securities exempt exempt
Incomegained from Governmentand National Bank securitiesin the exempt exempt
form of interest

Gains from selling securities issued by the Government and the exempt exempt

National Bank

! There is exception for companies that have status of an international company (engaged in IT and
Marine services). Income from hiring in an international company is taxed at 5%. The income received
by an individual from transferring premises under lease for residential purposes to individuals and legal
entities as well as to organizations is taxed at a 5% rate.?Gain from the sale of the individual’s residence
and any pertaining land are exempt if the residence has been in the taxpayer’s ownership for over two
years; gains on the sale of private motor cars are exempt if the car has been owned for more than six
months. Gain from sale of the individual’s residence with attaches land also from sale of vehicles is taxed
ataS%rate.
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Tax rates (non-residents)® 2020 2021

Income from employment 20% 20%
Dividends 5% 5%
Interest 5% 5%
Risk insurance and re-insurance, leasing exempt  exempt
Royalty 5% 5%
Income from employment when the period of employment does not exempt  exempt
exceed 30 days and the payer of salary is nonresiden

Income from international communications and transportation 10% 10%
Income from oil and gas exploration and extraction 4% 4%
Other income from Georgian sources of payment 10% 10%
Income received by non-resident individual from rental services 20% 20%
Income eamned by a person registered in a country with a preferential tax ~ 15% 15%

treatment/offshore country from interest and other income

% According to the Tax Code every individual who is present in the territory of Georgia for 183 days or
more in any continuous 12-calendar month period ending in the taxyear is considered to be residentin
Georgia for tax purposes in that tax year

Corporate income tax

Corporate income tax rates 2020 2021

General rate for resident companies 15%! 15%!

All taxable profits of permanent establishments of foreign companies 15% 15%
received from Georgian source of payment

Partnerships and other similar entities carrying out activities in Georgia ~ 15%/20% 15%/20%

Dividends? 5%?2 5%?2
Interest income 5%? 5%?2
Income of a non-resident company carrying out activity without
permanent establishment

! From 1January 2017 new model of Corporate Income Tax came into force. This model applies to some
of the entities while others are on the old model. According to new model tax rate is the same, but
administration and moment of taxation has been changed (see below). From 2020 the 5% rate applies
to International company.

2| ower or zero rates may apply under the terms of a double tax treaty.

% From 2011 the 4% rate applies to income from implementation of the oil and gas transactions
determined under the law of Georgia on Oil and Gas, and the 10% rate applies to other activities.

4%/10%°* 4% /10%°
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Withholding taxes

Dividends distributed by Georgian companies (to a natural person or a foreign legal person) are
subject to 5%-Withholding tax at source.

Interest payments are subject to a 5% withholding tax if the source of paymentsis in Georgia.

Income received by non-residents and not related to the non-resident’s permanent establishment is subject
to tax at the source by the rate of 10% or 4% (see above) if income is received from the source in Georgia.
In each case, these rates may be subject to reduction under the provisions of a relevant tax treaty. Income

earned by a person registered in a country with a preferential tax treatment in cases provided for interests,
royalty and other paid amounts shall be taxed at source without deductions, at 15%.

Dividends 5% 5%
Interest 5% 5%
Royalty 5% 5%
Income from international communication and transportation 10% 10%
Income from oil and gas exploration and extraction 4% 4%
Other income from Georgian source of payment 10% 10%

¥ CALCULATING THE TAX BASE

Resident individuals

The tax base for a resident individual is the difference between gross income for a calendar year and the
amount of deductions allowed by the Tax Code for this period.

Gross income =

Income from employment* +
Income earned from economic activity not related to employment +
Income earned from other sources

! Employment income includes any remuneration earned under an employment contract.
Remuneration includes salaries, wages and other income. Benefits received by employees by reason of
their employment are also taxable. In particular, taxable benefits include: reimbursement of expenses
by the employer; life and health insurance premiums (except paid premiums under compulsory insurance)
or other similar sums paid by the employer and any material gain.




6 Georgia Tax Facts 2021

Non-resident individuals

Gross income of a non-resident taxpayer consists of income generated from Georgian sources.

Income received by a non-resident individual not related to a permanent establishment is subject
to personal income tax at source, without any deductions

As respects revenue from the sale of property, the tax base is the gross revenue of the calendar
year reduced by deductible expenses

In the case of non-resident carryin%fout activities in Georgia through a permanent establishment,
taxable income is defined as the difference between the gross income for the calendar year from
Georgian sources connected to that permanent establishment and the amount of deductions
allowed by the Tax Code for this period

Companies and partnerships

Corporate income tax is charged on taxable profit. The taxable profit is calculated by deducting relevant
expenses from gross income.

Allexpenses incurred in earning taxable income are in principle deductible for the purposes of corporate income
tax. Expenses are considered non-deductible if they are not related to economic activity or are incurred in
deriving exemptincome. Deductions for entertaining expenses are limited, unless the provision of
entertainment is the taxpayer’s business activity.

Special treatment is accorded to the following expenses:

Interest is not deductible to the extent that the rate

Payable interest exceeds the annual rate stipulated by the Minister of
Finance of Georgia
Ma?/ be deducted if the corresponding amount was
Bad debts |nc.uc(jjed in the company’s gross income in a previous
perio

Transfers to reserves and provisions against potential
losses (doubtful-debt reserves) are permitted as
prescribed in the Tax Code for insurance companies and
credit institutions

Depreciation charges See below

Taxpayers may opt to write off the cost of purchased
or manufactured fixed assets fully in the year in which
they are first put to use. If a taxpayer fully deducts the

100% depreciation value of fixed assets, the taxpayer may not alter the
chosen deduction rate for the next five years. In the
case of leased assets, the deductible amount is the
discounted value of lease payments

Reserves

Deductible up to 5% of the book value of the asset at the
end of previous year. In the case of leased assets, if the
cost of repairs isnot allowed in the lease as a reduction of
lease rentals, it is subject to capitalization as a fixed asset,
from which depreciation in a separate category at 15%
may be deducted

Repairs to fixed assets

Entertaining expenses Limited to 1% of gross income
Charitable donations Limited to 10% of net taxable income

Deductible from gross income except insurance

Insurance premium premiums under pension insurance contracts
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Geological research and services

preparatory to natural resources Depreciable, the depreciation rate of 20%
extraction
Intangible assets Depreciable (But see below)
Penalties, fixed profit and personal income tax are
2 not deductible
Losses

Maximum carry-forward period: 5 years
Above-mentioned period isextendible to 10 years on application from 2010.

Tax depreciation

Tangible fixed assets are depreciated for tax purposes by applying the reducing-balance method. Intangible
assets, where depreciable, use the straight-line method over their useful life (if known).

Excluded from depreciation are, inter alia, land, works of art, museum items, historical objects (except for
buildings), stock-in-trade and livestock. Fixed assets with a cost of no more than GEL1,000 may be fully
written offin the year of acquisition or production.

Fixed assets are depreciated at the rates shown below:

; Depreciation
Number Fixed assets

Passenger cars, tractor e(iulpment for use on roads; office furniture,
automotive transport rolling stock; trucks, buses, special automobiles
1 and trailers; machinery and equipment for all sectors of industry and 20
the foundry industry; forging and pressing equipment; construction
equipment; agricultural vehicles and equipment

2 Special tools, inventory and equipment; computers, data processing 20
peripheral devices and equipment; electronic devices

Railway, sea and river transport vehicles; power vehicles and

3 equipment; thermal technical equipment; turbine equipment; 8
electric engines and diesel generators; electricity transmission and
communication facilities; pipelines

4 Buildings, constructions. 5
5 Depreciable assets not included in the other groups 15

Tax amortization

Intangible assets are amortized during the period of their useful life, proportionally with the reporting
period. Intangible asset with the value up to GEL 1,000 may be fully deducted in a reporting year when
relevant costs were incurred. If the useful life of intangible assets cannot be determined, the depreciation
rate shall be 15%.
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Transfer pricing rules

From 1January 2014 new rule approved by the Minister of Finance entered into force - transfer pricing for
international controlled transactions. Present rule together with the relevant articles of The Code regulates
international transactions between related parties, pricing and taxation guidelines.

Georgian transfer pricing rules generally follow OECD transfer pricing principles. They apply to cross
border transactions between: a) a Georgian resident company and a related foreign company; b) a
Georgian resident company and an unrelated foreign company, where the latter is a resident of low tax
jurisdiction/offshore country.

Taxpayer has a right to receive advance ruling for the operations subject to transfer pricing. The advance
agreement shall be concluded before the operation for a certain period and within its scope shall be set
criteria according which the prices shall be established. Such criteria are, for example, method,
comparable operations and their corresponding adjustments, important assumptionsabout future
operations, etc.

Capital gains
Capital gains are taxable as income, except for those gains that are exempt (see table under Personal
income tax).

New Model of Corporate Income Tax

New model of Corporate Income Tax came into force from 1January 2017, which applied to all types of
businesses having legal form, excluding commercial banks, insurance companies and micro- finance
organizations, credit unions, pawn brokers, as well as the companies receiving income from Oil and Gas
Operations and bookmakers operating with systematic-electronic forms which will be on the old
model of CIT until 1January 2023.

The main amendmentunder the new model of Corporate Income Tax is postponing taxation of
corporate income until distribution of netincome.

Corporate IncomeTax rate remains the same as before - 15%, technically, the 15%/85% rate will
be appliedto the amount of taxable objects,which are following transactions/actual payments:

+ Payment of dividends'?

+ Differences between contract price and market price Expenses not
¢ relatedto economic activity

+ Payments not related to economic activity

+ Freeof charge supplyand gifts

* Representative expenses above limits.

Z
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Like dividends, the remaining transactions/payments shall be taxed according to the actual

date of payments.

Reporting period for the new Corporate Income Tax is calendar month instead of calendar year.
Therefore, Taxable persons must file a Corporate IncomeTax returnwith the tax authorities for each
reporting period no later than the 15thday of the month following the reporting period in question.
They must pay the excess of payable Corporate Income Tax over minus their Corporate Income Tax
to be credited at the time they file their return. If their Corporate Income Tax to be credited exceeds
payable Corporate IncomeTax they may apply forarefund.

!Dividendistaxed at the moment of the payment,in caseitisdistributed to individuals, non-profit
entities, non-residents or entities exempt from Corporate Income Tax. Distribution of dividend to
the resident enterprise subject to the new-model of taxationisnot taxable. The same rules apply
to the re-distribution of dividends.

2Inorder to avoid double taxation, ifaresident enterprise distributes dividends from the profit earned

within a reporting period of 2008-2016, it is entitled to seek an offset for Corporate Income Tax assessed
and paid by such periods. Amount to be offsetis calculated with the following equation-A X B/ (C-D),
whereby:

A-Amounts to be distributed as dividend

B -Amount of Corporate Income Tax assessed and paid for the reporting periods from 2008 till
1January 2017

C-Amount of net profit earned within areporting period from 2008 till 1January 2017

D -Value of shares/stake of the enterprise transferredto the partner by the enterprise in exchange of
the dividends from the net profit earned by such enterprise ina reporting period from 2008 to LJanuary
2017.

W TAXES ON CAPITAL

Gift and inheritance taxes
Georgia has no gift and inheritance taxes.

Wealth tax
There is no wealth tax in Georgia but see under Property tax below.




10 Georgia Tax Facts 2021

W OTHER TAXES

Property tax

Property tax isa local tax onimmovable property, yachts, planes, helicopters, motor cars specified under
Code 8703 of the National Commodity Nomenclature of Foreign Economic Activities thatare owned by
him/her, on property received by him/her from a non-resident under a lease agreementand also property
used for business purposes (fixed assets, non-assembled equipment, unfinished capital investment,
property leased out under afinancial lease).

The tax is charged on both natural persons and legal persons, but in case of natural personsonly when the
family’s annual income is GEL 40,000 or more.

Rates are set locally, but may not exceed the following parameters:

Legal person 1% of average residual value of assets

These values may, only in relation to real estate, be indexed as follows:
+ Byafactor of 3 forassets purchased before the year 2000;
+ Byafactor of 2 forassets purchased in the years 2000, 2001, 2002 and 2003;
+ Byafactor of 1.5 for assets purchased in the year 2004.

0.05% — 0.2% (family income GEL40,000—100,000)
0.8% — 1.0% (family income >GEL100,000),
of the market value of the property

Natural person

Payers of property tax on land are natural and legal persons if as of 1 April of a tax year they:
* Ownaplotofland;
+ Have a state-owned plot of land under actual ownership.

Annual tax base for agricultural land is defined by the Georgian Government. The annual tax base per 1
hectare varies from GEL5 to GEL100.

The annual tax base for non-agricultural land is GEL0.24 per 1 square meter which is adjusted by the
territorial coefficientup to 1.5 fixed by the local government.
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Excise tax

In Georgia excise duties are imposed at various rates on certain goods such as alcohol and alcoholic
beverages, tobacco, means of transport, petrol and diesel fuel, international call termination services in a
mobile or fixed network in Georgia.

Export of excisable goods (except of the export of ferrous and/or non-ferrous metal scrap) and supply of
Georgian goods for sale in a duty-free zone are exempt with the right of input.

The amount of an excisable transaction, import of excisable goods and export of excisable goods shall be
determined:

+ Foran alcoholic beverage - according to the volume of an alcoholic beverage or the volume of
pure alcohol inan alcoholic beverage, or by percentage of alcohol content;

For tobacco products —according to the quantity or weight of a tobacco product and/or
according to the retail price;

For a petroleum product —according to the weight (volume) of a petroleum product;
+ Foramotor car —according to the age and engine capacity;
For a natural gas condensate and/or natural gas —according to the volume of gas;

In the case of delivering international call termination services in amobile or fixed network
in Georgia according to the duration of the call.

Import tax

Applies to

Import of goods defined in grant agreements, Import of goods produced in a
Free Industrial Zone, Import of child and diabetic food products, Import of

0% goods in the framework of the Law of Georgia on Qil and Gas, Import of
tobacco raw materials until 1 January 2023, Import of aviation fuel, lubricants,
and other supplementary products to be provided on board for international
flights and international sea passages

Foodstuffs, tobacco and tobacco substitute products, salt, asphalt, cement,
concrete and wooden materials, mineral waters, synthetic cotton, cloth,
5% Certain food products

Alcohol - depends on the content of alcohol

Motor vehicles —depends on the age and engine capacity

12%

Various




12 Georgia Tax Facts 2021

Authorized Economic Operator

Authorized Economic Operator uses simplified customs control procedures on safety and
protection and/or also simplified customs rules.

There are following requirement to be met by a company in order to be granted the status of
“Authorized Economic Operator”:

+ Itsactivity follows the requirement of Georgian tax legislation;

¢ Itowns the management system of commercial and/or transportation accounting
that provides appropriate custom control;

* ltissolvent;
* It owns appropriate standard of safety and protection.

Golden List
There are several criteria to be met by a company in order to become “Golden List” member:
+ Company must be an economic operator and registered asa VAT payer;

¢ Minimum 5 million GEL of customs value of imported/exported goods must be paid within a
period of one year;

¢ Minimum of 900 000 GEL of paid customs duties and/or minimum of 100 declarations
presented for import or export;

+ There must be no serious customs offences for the last six months.

The goods of “Golden Lists” members can be released directly at the Customs Crossing Point or may be
transported to its own warehouse being accompanied with the internal transit document.

Payment of Customs Duty, Import VAT and Import Excise an wheat indicated in the National Commodity
Nomenclature of Foreign Economic Activities Code 1001 can be deferred for 45days.

Social security contributions
Social security contributions were abolished on 1January 2008.

Value added tax

L Jrate ________[Apliesto

All taxable operations that are liable
Standard 18% to tax

Taxable personsare persons who are registered for VAT, importers and non-resident persons. A person  is
required to register as VAT payer where he:
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Carriesoutaneconomic activity and the totalamount of taxable transactionsduring the
previous12 consecutive calendar monthsexceeds GEL100,000;

Produces or/andimports excisable goods (excluding importsand/orsupply of
goods which are exempt for VAT).

Exemptions from VAT
These includeinparticular:

Financial services

Medical services, care servicesin children’shomes, care of the sick, disabled, and elderly
people and/or provision by public procurement of goods/services related to healthcare
programs

The import of goods intended for the official use of foreigndiplomatic and

equivalent missions

Thesupply orimportation of baby foodsand infant-hygiene products marked as

such upon wholesale/retail supply thereof

Lotteries, casinos, games of chance and prize-games

Thesupply of goods/servicesamong businessesinafreeindustrial zone and the supply of
goods to ataxable personinafree warehouse

Import and/or supply of electric bus (including electric microbus) indicated in the
National Commodity Nomenclature of Foreign Economic Activities Code 8702 90 90.
Provision of technical services to the aircrafts and to the ships conducting international
sea passages

Supply and/orimportation of motorcars under the National Commodity Nomenclature of
Foreign Economic Activities Code 8703.

VAT exempt transactions with the input VAT right

These includespecified suppliesof goodsand service provisions, such as: supplies intended for the
official use of diplomatic representative offices, provision of organized tours by tour operators and
suppliers of tour packages where the tours bring foreign tourists into Georgia, international shipping

activities

Reverse-charge VAT

Provision of services to a tax agent on the territory of Georgia by a taxable person who is not
established or does not normally reside in Georgia, or does not have a fixed establishment in Georgia
that participates in the provision of these services are subject to reverse-charge VAT. The VAT is
accounted for by the tax agent, who has a Taxpayer Identification Number
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DEADLINES TO REMEMBER

. Submission of the Withholding tax return for December 15 January
. Submission of the VAT return and paying tax for December 15 January
. Submission of the Excise duty return and paying tax for December  15January

January < Submission ofthe Corporate Income tax return and paying tax for
December 15January
. Submission of the Withholding tax return for January 15 February
. Submission of the VAT return and paying tax for January 15 February
. Submission of the Excise duty return and paying tax for January 15 February
February . Submission of the Corporate Income tax return and paying tax for
January 15 February
. Submission of the Withholding tax return for February 15 March
. Submission of the VAT return and paying tax for February 15 March
. Submission of the Excise duty return and paying tax for February 15 March
. Submission of the Corporate Income tax return and paying tax for
February 15 March

. Submission of the Income tax return by individuals and individual
entrepreneurs for the preceding year

. Submission of the Income tax return by Micro and Small
Businesses for the preceding year

March . Submission of the program report, financial statement and 31 March
financial documents defined by GTC (for charitable organizations
onl
) 31 March

. Submission of the Corporate tax for the preceding year (by
entities being on the old model of CIT only)

. Submission of the information on exemption or reducing of taxes SHLETED
subject of withholding according to non-residents by tax agent
(form#1)
31 March
31 March
. Submission of the Property tax return by companies 1 April
. Submission of the Withholding tax return for March 15 April
. Submission of the VAT return and paying tax for March 15 April
. Submission of the Excise duty return and paying tax for March 15 April
April . Submission of the Corporate Income tax return and paying tax for

March 15 April
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W DEADLINES TO REMEMBER

. Making current payments (25%) by an entrepreneur natural 15 May
person
. Submission of the Withholding tax return for April 15 May
. Submission of the VAT return and paying tax for April 15 May
. Submission of the Excise duty return and paying tax for April 15 May
May . Submission of the Corporate Income tax return and paying tax for 15 May
April
. Submission of the Withholding tax return for May 15June
. Submission of the VAT return and paying tax for May 15June
. Submission of the Excise duty return and paying tax for May 15June

+  Submissionofthe Corporate Income tax return and paying tax for ~ 15June
June May

. Making current payments of Property tax by companies 15June

. Making current payments (25%) by an entrepreneur natural

person 15 July
. Submission of the Withholding tax return for June 15 July
. Submission of the VAT return and paying tax for June 15 July
July *  Submission of the Excise duty return and paying tax for June 15July
+  Submission of the Corporate Income tax return and payingtax for ~ 15July
June
. Submission of the Withholding tax return for July 15 August
. Submission of the VAT return and paying tax for July 15 August
. Submission of the Excise duty return and paying tax for July 15 August

. Submission of the Corporate Income tax return and paying tax for 15 August

A t
ugus July




GeorgiaTax Facts 2021 17

¥ DEADLINES TO REMEMBER

. Making current payments (25%) by an entrepreneur natural 15 September
person
. Submission of the Withholding tax return for August 15 September
. Submission of the VAT return and paying tax for August 15 September
September . Submission of the Excise duty return and paying tax for August 15 September
. Submission of the Corporate Income tax return and paying tax for
G 15 September
. Submission of the Withholding tax return for September 15 October
. Submission of the VAT return and paying tax for September 15 October

. Submission of the Excise duty return and paying tax for September 15 October

. Submission of the Corporate Income tax return and paying tax for
October P paying

September 15 October
. Submission of Property tax return by individuals 1 November
. Paying Property tax by individuals 15 November
. Paying Property tax on land 15 November
. Submission of the Withholding tax return for October 15 November
November . Submission of the VAT return and paying tax for October 15 November
Submission of the Excise duty return and paying tax for October 15 November
. Submission of the Corporate Income tax return and paying tax for
October 15 November
. Making current payments (25%) by an entrepreneur natural 15 December
person
. Submission of the Withholding tax return for November 15 December
. Submission of the VAT return and paying tax for November 15 December
December . Submission of the Excise duty return and paying tax for November 15 December
. Submission of the Corporate Income tax return and paying tax for
November

15 December
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AMERICAS

NORTH AMERICA & CARIBBEAN

Anguilla

Antigua & Barbura
Aruba

Bahamas
Barbados

Belize

British Virgin Islands
Canada

Cayman Islands
Curacao

Dominica
Dominican Republic
Jamaica
Montserrat

Puerto Rico

St Kitts & Nevis

St Lucia

St Maarten

St Vincent & The
Grenadines
Suriname

Trinidad & Tobago
Turks & Caicos
United States of
America

US Virgin Islands

Argentina
Bolivia
Brazil
Chile
Colombia
Costa Rica
Ecuador

El Salvador
Grenada
Guatemala
Honduras
Mexico
Nicaragua
Panama
Paraguay
Peru
Uruguay
Venezuela

Albania French Polynesia Latvia Portugal Switzerland
Algeria Georgia Liechtenstein Republic of Tajikistan
Andorra Germany Lithuania Srpska (Bosnia Tunisia
Armenia Gibraltar Luxembourg and Turkey
Austria Greece doni L Tur
Azerbaijan Greenland Malta Reunion Island Ukraine
Belarus Guernsey Moldova and Mayotte United Kingdom
Belgium Hungary Mongolia Romania
Bulgaria Iceland Montenegro Russia
Croatia Ireland Morocco San Marino
Czech Republic Isle of Man Netherlands Serbia
Denmark & Faroe Islandsltaly New Caledonia&  Slovak Republic
Estonia Jersey Wallis Futuna Slovenia
Finland Kazakhstan Norway Spain
France (French Guiana) Kosovo Poland Sweden
EMEA
EUROPE ASIA PACIFIC
5% w Afghanistan
Australia
Bangladesh
EMEA "
MIDDLE EAST o
Bahrain China
Cyprus. Fiji
SUB-SAHARAN AFRICA Egypt Hong Kong & Macao
Israel India
Angola Jordan Indonesia
Botswana Kuwait Japan
Burundi Lebanon Korea.
AMERICAS Cape Verde Oman Laos
LATIN AMERICA Comoros Qatar Malaysia
Ethiopia Saudi Arabia Myanmar
Kenya UAE New Zealand
Ivory Coast West Bank & Gaza Nepal
Madagascar Pakistan
Malawi Papua New.Guinea
Maur|l|u§ Philippines
Mozgrr!blque Samoa
Namibia Singapore
Niger Sri Lanka & the Maldives
Nigeria Taiwan
Rwanda Thailand
Seychelles Timor-Leste
Sierra Leqne Vietnam
South Africa
Tanzania
Togo
Uganda
Zambia
Zimbabwe

*Dated 30 September 2019
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