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1.0 Introduction 

Some aspects from following Laws and Codes have been analyzed: Law of Georgia 
on “Electricity and Natural Gas”, Law of Georgia on “Independent National 
Regulatory Authorities”, Law of Georgia on “Free Trade and Competition”, Draft Law 
on “Payment Systems and Payment Services”,Code of Administrative Violations of 
Georgia, General Administrative Code of Georgia and Tax Code. Below you’ll find 
the summaries. Each Law and Code is analyzed separately.This document is divided 
into sections. 

2.0 Section 1.GNEWRC Powers, Functions and Rights and Obligations 

Introduction 

There are two laws which list the powers, functions and rights and duties of the 
GNEWRC. These laws are: Law of Georgia on Electricity and Natural Gas 
(“Electricity Law”) and Law of Georgia on Independent National Regulatory 
Authorities (“Law on Regulatory Authorities”). The Electricity Law contains special 
provisions while law on Regulatory Authorities enlists general provisions concerning 
all regulatory authorities existing in Georgia, including GNEWRC. In case if the 
provisions of these two laws would contradict each other, the provisions of the 
Electricity Law would be applied. This is a general principle of law that in case if two 
laws contradict each other, the special laws have precedence over general ones – 
“Lexspecialisderogatlexgeneralis”. Below I will discuss the powers, functions, rights 
and duties of the GNEWRC.  

GNEWRC Defined 

The GNEWRC is an entity defined under the Law on Regulatory Authorities that is 
not founded on the basis of state property. As the GNEWRC is an independent 
regulatory authority, the Law on Regulatory Authorities defines the very term as: “a 
legal entity of public law with special legal capacity, created by the State with a view 
to regulating a particular field, which has no state controlling authority, is 
independent from the state authorities and operates within the limits of the authority 
as defined pursuant to this Law and the applicable law.” 

The GNEWRC is an independent legal entity. The legal basis for the GNEWRC is 
regulated by the Constitution of Georgia, international treaties and agreements, the 
law on regulatory authorities, the Charter of the GNEWRC and other legal acts. The 
GNEWRC is authorized to grant licenses and regulate activities of licensees, 
importers, exporters, ESCO and suppliers within the electricity and gas sector. 

GNEWRC Functions 

The main functions of the GNEWRC may be found in Article 4 of the Electricity Law. 
These functions are the following: 

 The establishment of rules and conditions for granting generation, 

transmission, dispatch, distribution, as well as natural gas transportation and 

distribution licenses, also the granting, modification and revocation of licenses 

in compliance with the Law of Georgia on Licenses and Permits, this Law and 

licensing rules;  
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  The setting and regulation of tariffs for electricity generation, transmission, 

dispatch, distribution, transit, import and consumption, a system commercial 

operator service and System Capacity Reserve to be purchased under the 

mandatory rule by the system commercial operator, also the setting and 

regulation of tariffs on natural gas transportation, distribution delivery and 

consumption, excluding tariffs on natural gas sold at gas filling stations, 

pursuant to this Law, main directions of the state policy in the energy sector, 

the administrative legal acts adopted based on them and the established 

methodology.  

 Within its competence, the settlement of disputes arising between licensees, 

small hydropower stations, importers, exporters, suppliers and consumers, 

also the commercial system operator;  

 The establishment of control over the meeting of licensing conditions within 

the electricity and natural gas sectors of Georgia and application of relevant 

administrative sanctions for violation of the conditions in keeping with law; 

 The organization and coordination of mandatory facility certification within the 

energy sector; 

 The setting of water supply tariffs.  

 

GNEWRC Powers 

The GNEWRC shall, within its competence, establish rules and regulations that are 
issued as resolutions. The GNEWRC shall, by resolution, approve its charter, 
internal operational rules and procedures, procedures for consideration of disputes, 
regulatory fees and calculation methodology for setting regulation fees, licensing 
rules, supply and consumption rules, tariff methodology, tariffs (including marginal 
tariffs), rules for calculating admissible losses and the amount of such losses. The 
GNEWRCresolution may also be issued in other cases prescribed by a legal act. 
The GNEWRC judgments and decisions shall be made at the GNEWRC meetings 
by a majority vote of the GNEWRC members. The Commission shall consist of three 
members. The Commissioners shall be appointed and dismissed by the President of 
Georgia.An individual may be appointed as a Commissioner if he or she is a citizen 
of Georgia, has a university degree, and is qualified by training and experience to 
discharge the duties. A Commissioner shall be appointed upon presentation by the 
Chairman for a six-year term. A Commissioner may be re-appointed for another six-
year term. In case of a pre-term termination of a commissioner’s duties, the 
President shall, upon presentation by the Chairman, appoint a new member to serve 
for the remainder of the unexpired term. 

According to the Law on Regulatory Authorities, an independent regulatory authority 
shall have full authority, within its competence to grant licenses and permits, to 
suspend them, to extend their terms, to modify or to revoke them. It shall be 
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inadmissible to interfere in the authority of an independent regulatory authority in 
respect to licenses and permits and to exercise control over such authority. An 
independent regulatory authority shall have full authority, within its competence to 
establish and regulate tariffs within the limits as provided for by the Law. It shall be 
inadmissible to interfere in the authority of an independent regulatory authority in 
respect to tariffs and to exercise control over such authority. 

The Rights and Duties of the GNEWRC 
The Electricity Law envisages the principal rights and duties of the GNEWRC. The 
GNEWRC shall be guided in its activities by the main directions of the state energy 
policy, national security, economic, environmental, and other state policies and the 
administrative-normative acts adopted on their basis.The GNEWRC shall provide the 
respective parties, including electricity and natural gas consumers, with an 
opportunity of an unimpeded presentation of their interests at its sessions. Any 
commissioner and staff employee shall, within his/her competence, have an 
opportunity of unimpeded work with the personnel and access to the records of 
every licensee, importer, exporter, supplier and system commercial operator that are 
necessary for implementing the GNEWRC functions.Within its competency, the 
GNEWRC shall be authorized to check accuracy of the presented records and data. 

Under Law on Regulatory Authorities, an independent regulatory authority shall be 
authorized within its competence to adopt obligatory rules of conduct of legal nature 
(normative acts). An independent regulatory authority shall adopt its normative acts 
in conformity with the Law of Georgia on Normative Acts. 

GNEWRC Sessions 

The sessions of the GNEWRC shall be public. The GNEWRC decisions and 
resolutions shall be made public in a prescribed manner.All resolutions and 
decisions, orders, records, and other documents of the GNEWRC shall be 
accessible for public examination. A procedure for keeping confidential the 
information available in the GNEWRC shall be determined by the GNEWRC in 
accordance with the effective legislation. 

Before any resolution or decision is taken, the GNEWRC shall be obligated to notify 
the interested parties and provide them with an opportunity to attend the respective 
session of the GNEWRC. For the purpose of keeping the information confidential, 
the GNEWRC may conduct closed sessions. The resolutions and decisions taken in 
closed meetings shall be made public. The GNEWRC may, in accordance with the 
legislation, hold any natural or legal person liable for violating the provisions of the 
Electricity Law or resolutions and decisions made by the GNEWRC.Decisions taken 
by the GNEWRC may be appealed in court in a manner prescribed by law. 

We find similar provisions in the Law on Regulatory Authorities. One of the main 
functions of an independent regulatory authority shall be to provide consumers with 
public information, to review and solve their petitions and complaints. Petitions and 
complaints shall be received every business day. 

Petitions and complaints from consumers shall be examined by means of public 
hearing, exclusive of the exceptions established under the General Administrative 
Code of Georgia and the cases when the solution of matters in dispute does not 
require the conduct of organized proceedings. An independent regulatory authority 
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must invite the parties concerned at least 7 days prior to the conduct of the public 
hearing. The notification concerning the invitation may be published by any means, 
where there must be indicated the matter to be discussed, the date of the conduct of 
hearing, its venue and time. 

Budget and Regulatory fee of GNEWRC 

The GNEWRC shall, by October 1 of each year, approve its budget for the following 
year, which shall indicate all the expenses of the GNEWRC, including salaries and 
benefits of the commissioners and the staff members. The GNEWRC shall be 
entitled to borrow in order to cover the operating expenses that cannot be met from 
the current regulatory fee. The GNEWRC shall repay the loans and the 
corresponding interest from the next year’s regulatory fee. The GNEWRC may make 
use of the state budget allocation and grants for its activities. 

The issues connected with the budget of an independent regulatory authority like 
GNEWRC are envisaged by the Law of Regulatory Authorities. An independent 
regulatory authority shall annually, within the time limits established by the applicable 
law, draw up its Budget. 

The expenditure side of the budget of an independent regulatory authority shall 
consist of the annual current and capital expenses, necessary for the exercise of the 
authority delegated by the applicable law. It shall be inadmissible for an independent 
regulatory authority, by use of the funds from its own budget, to create charitable or 
other similar non-profit (non-commercial) legal entities or to incur such expenses 
(including for the purposes of providing allowances of different kinds or sponsorship), 
which are inconsistent with the functions determined for it by the applicable law. 

On the basis of load forecasts for the following year’s activity received from the 
licensees, importers and suppliers by September 15, the GNEWRC shall establish a 
regulatory fee at a level sufficient to cover the expenses planned by the GNEWRC 
for the next budget year. The GNEWRC shall promulgate its budget.The regulatory 
fee shall be deposited at the GNEWRC’s account. The GNEWRC shall have sole 
access to the funds. Any funds in the GNEWRC’s account not used in one year shall 
be carried forward to the next year, and the next year's regulatory Fee shall be 
reduced accordingly. 

We find a provision concerning regulatory fee in the Law of Regulatory Authorities. 
According to this Law, “regulation fee must be determined in a way as to suffice to 
cover the expenses provided for by the Budget of an independent regulatory 
Authority. It shall be transferred to a separate banking account, where it will be 
available to the relevant regulatory authority, which will have full authority to use it for 
specified purposes.” 

Financial Reporting and Audit of GNEWRC 

By March 31 of each year the GNEWRC shall prepare and publish a financial report 
of the past year reflecting amounts of the regulatory fee placed on the GNEWRC's 
account and the GNEWRC's expenses from this account during the year, as well as 
the loans taken during the year and other funds used by the GNEWRC. The 
GNEWRC shall ensure the promulgation of its financial report. 



 

7 

 

Control over the fiscal activities of the GNEWRC shall be exercised by the 
competent authorities in accordance with the Georgian legislation in force, including 
by an independent auditor invited by the GNEWRC. Audit of the fiscal activities of 
the GNEWRC shall not affect its day-to-day operation. 

By March 31 of each year, the Commission shall make the past year’s activity report 
to be presented to the President of Georgia, Georgian Parliament and the Ministry. 
The report shall be accessible to the general public.  

An independent regulatory authority shall annually prepare a report on its activities 
and conduct financial audit of its expenses and accounting in conformity with 
international accounting standards. The Parliament of Georgia shall be authorized to 
take decision concerning the conduct of the audit of the compliance of an 
independent regulatory authority with the approved budget. The audit of an 
independent regulatory authority shall be conducted by independent auditors 
selected by a tender commission, whose composition shall be approved by the 
Parliament on presentation of the sector economy and economic policy committee 
thereof. The compensatory expenses for the auditor selected for the inspection of 
financial activities shall in any even be borne by the relevant independent regulatory 
Authority. An independent regulatory authority shall make public the report on its 
financial activities and the results of the financial audit. 

Conclusion 

The provisions concerning the GNEWRC powers, functions and rights and duties are 
envisaged by the Law on Electricity as well as by Law on Regulatory Authorities. The 
powers and functions of the GNEWRC are more specifically given in the Law on 
Electricity. While the Law on Regulatory Authorities gives general provisions 
addressing all regulatory authorities existing in Georgia. In this Case the Law on 
Electricity has precedence over the Law on Regulatory Authorities, as far as it is the 
specific Law operating in the electricity sector. In case if the provisions of these two 
laws vary from each other, the Law on Electricity will be applied as it gives 
exhaustive list of GNEWRC powers, functions and rights and duties.  

3.0 Section 2. The Review of the Law of Georgia on “Free Trade and 
Competition” 

The legislation concerning free trade and competition consists of the Constitution of 
Georgia, international agreements, the Georgian laws, the Law on “Free Trade and 
Competition” (hereinafter “the Law”) and other statutory normative acts. 

The Law is aimed at breaking barriers for the development of free trade and 
competition in Georgia whatever organizational, legal and proprietary form any legal 
or natural person may possess. 

According to Article 4, the Law applies to: a) such interrelations which influence 
competition and free trade in commodity and services’ markets, and which 
incorporate participation of juridical and/or natural persons and/or state or local 
authorities and b) such actions and/or decisions made by state or local authorities 
which in this or other form affect (or may affect) competition environment and free 
trade. 
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Control over due execution of requirements of this Law is exercised by the Free 
Trade and Competition Agency (hereinafter “the Agency”) acting as a state 
subdivision under the Ministry of Economic Development of Georgia. 

The Law envisaged a chapter concerning the Prohibition of Competition Restriction. 
Any state or local authorities are prohibited: 

a) to impose such taxes or other privileges for economic agents1 which can 
appear more advantageous than those for their rivals (potential competitor) 
and may lead accordingly to restriction of competition; 

b) to ban, cease or otherwise infringe in the business activities and 
independence of economic agents, except for the cases stipulated by the 
Georgian legislation; 

c) to set up any state or local administrative authority or entrust the existing 
authorities with powers which may cause restriction of competition by means 
of monopolization of production and realization of goods;  

d) to make decisions which create monopolized situation for economic agents 
that essentially restricts competition and the process of free pricing, except for 
the cases stipulated by the Georgian legislation. 

The major obligations of the Agency include: 
a) removal of administrative barriers which affect the development of free trade 

and competition; 
b) reveal and elimination of cases of discrimination, unsubstantiated government 

grants (direct or indirect) and privileges from the state or local authorities;  
c) examination and working out of relevant directions pertaining to the cases of 

violation of the Georgian laws on free trade and competition;  
d) should the state or local authority and economic agents acting in the regulated 

economic sphere fail to fulfill the requirements of the directions submitted; 
d.a) appeal to the court and participate in the consideration of the case; 
d.b) public declaration of lawfulness of actions of persons specified in 
subparagraph “d” of Article 13 of this law in case of motivated refusal; 

e) keeping and non-divulgence of governmental and commercial secrets;  
f) recovering of damages caused by disclosure of confidential information in 

compliance with the rules and amount stipulated by the legislation; 
g) annual submission of reports on the carried our works and relevant 

recommendations to the Georgian government: 
g.a) on the fulfillment of provisions of the present law by the state and local 
authorities; 
g.b) on the fulfillment of provisions of the present law in the regulated 
economic spheres. 

The violator of the Law shall bear disciplinary, administrative or criminal liability.  
 

                                            
1
 Economic agent is defined as a legal or natural person who irrespective of residency, form of legal enterprise and property 

follows business activities. This term also refers to non-profit-oriented unions, funds and other associations, which are market 
participants or act in the interests of businessmen, charity organizations or professional unions. 
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4.0 Section 3. The Review of Draft Law on Payment Systems and Payment 
Services 

5.0 Introduction 

The draft law on “Payment System and Payment Service” (hereinafter the “Payment 
System Law”) elaborated by the National Bank of Georgia (hereinafter “the NBG”). 
The “Payment System Law” was submitted to the Parliament of Georgia and the first 
reading also took place. It is scheduled, that the “Payment System law” will enter into 
force on 1st of July, 2012. The “Payment System Law” is aimed at the support of 
effective functioning of payment systems throughout Georgia. This law defines the 
principles of regulation and supervision of payment systems and payment services. 

The relations connected with payment system is regulated by the Organic law of 
Georgia on the “National Bank of Georgia”, the “Payment System law”, Law of 
Georgia on “Securities’ Market” and other normative act of Georgia.  

In case if the provisions concerning payment systems and payments services of “the 
Payment System Law” and other laws contradict each other, the provisions of the 
“Payment System Law” shall prevail. 

The “Payment System law” includes the definition of terms. Along with other terms it 
defines the payment system and clearing system. 

Payment system - means cash payment system, securities’ payment system and/or 
clearing system. 

Clearing system – a set of rules and standard procedures existing among three or 
more participants applying of which the procession of transfer orders sent by 
participant is done and net positions are calculated and/or established among 
participants for further payment where the calculation of net positions is based on the 
principle when the system operator acts on behalf of a seller to every buyer and on 
behalf of a buyer to every seller. 

System operator - is a legal entity which independently or together with other legal 
persons is authorized and responsible to operate and elaborate system rules in 
accordance with the Georgian Legislation. 

The “Payment System Law” envisages significant system operator and significant 
payment service provider together with the system operator and payment service 
provider. The reason for that is the following when the system operator’s and 
payment service provider’s annual turnover may reach a certain level, also the 
number of clients will also be increased in that case the National Bank of Georgia 
may declare the system operator to be significant system operator and the payment 
service provider will also be declared to be significant service provider. This may be 
done by the National Bank of Georgia with a regulation which will specify the details 
hos the significant system operator and significant service provider will be regulated, 
inspected and etc. The system operator and payment service provider will be 
registered by the National bank of Georgia. When they become significant system 
operator and significant payment service provider, the National Bank of Georgia will 
adopt a normative act which will regulate all relevant issues. 

Below you’ll find relevant provisions from the “Payment System law” concerning 
registration of system operator, regulation and supervision of system operator and 
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payment service provider, confidentiality of information, the information which has to 
be submitted by the significant system operator and significant payment service 
provider, inspection, sanctions and duties of system operator and payment service 
provider. 

The Registration of System Operator 

A legal entity is authorized to manage payment system throughout the whole territory 
of Georgia only in case if it is registered as a system operator by the National Bank 
of Georgia. 

The registration or revocation of registration of system operator is done in 
accordance with the rules and requirements established by the National Bank of 
Georgia. 

The National Bank of Georgia is authorized to establish standards in order to ensure 
the effective functioning of payment systems and provision of payment services.  

The National Bank of Georgia is authorized to request the system operator and 
receive financial, statistical and other information within its competence. 

The Regulation and Supervision of System Operator and Payment Service 
Provider 

The National Bank of Georgia is authorized to regulate and supervise the system 
operator and payment system provider in accordance with the Organic law of 
Georgia on the “National Bank of Georgia”, the “Payment System Law” and other 
normative acts. The National Bank of Georgia is authorized to issue normative acts 
regulating payment services.  

In order to carry out the supervisory functions the National Bank of Georgia is 
authorized to: 

a) issue normative acts; 

b) establish requirements for the system operator and payment system provider 
which is connected with the system rules, procedures, standards, rights and 
obligations of participants, the safety of the system and technical maintenance and 
other issues concerning system operation; 

c) establish additional requirements for the significant system operator and 
significant payment service provider; 

d) enable the significant system operator and significant payment system provider 
not to follow the norms established by the “Payment System Law” and the National 
Bank of Georgia during specified period  and/or specified conditions. 

e) request the significant system operator in writing to act or abstain from doing 
something. 
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The Storage of Information and Confidentiality 

The information concerning money funds and/or e-money, transactions made by the 
consumer shall only be given to the same consumer or to its duly authorized 
representative, also in cases envisaged by the legislation of Georgia this information 
may be given to the Financial Monitoring Service of Georgia and persons 
participating in the execution of acts subject to the Law of Georgia on “Execution 
Proceedings”. This information may be given to other persons only on the basis of 
court decision. 

The information concerning the payment operation may be given to the relevant 
payment system, system operator the receiver’s provider and to the receiver. 

The information envisaged in a transfer order given to the operator as a result of 
payment system functioning may only be given to the relevant participant or it’s duly 
authorized representative, in cases envisaged by the legislation of Georgia this 
information may be given to persons who are authorized to execute acts subject to 
the Law of Georgia on “Execution Proceedings”. 

The Court and investigatory bodies, tax authorities are prohibited to transfer this 
information to third persons and media before the decision is taken, it is also 
prohibited to use this information in public speeches. 

The system operator and payment service provider are obliged to elaborate and 
execute relevant measures in order to protect confidentiality of information. 

The system operator and payment service provider is obliged to keep records and 
documentation in accordance with the legislation of Georgia. System operator and 
payment service provider is obliged to keep information of participants, consumers 
and operations made by them electronically not less than for 15 years. 

The Information which has to be submitted by the Significant System Operator 
and Significant Payment Service Provider 

Significant System Operator and Significant Payment Service Provider are obliged 
during 30 days from the adoption of an individual administrative-legal act by the 
National Bank of Georgia (concerning the fact that they are deemed to be 
significant), present the National Bank of Georgia:  

a) the original copies of founding documents of a legal entity, or their notarized, or 
legalized (confirmed with apostil) copies; 

b) information concerning managers, holders of significant shares and beneficial 
owners; 

c) documentation which proves the amount of capital; 

d) other additional information envisaged by the regulations of the National Bank of 
Georgia. 

The capital of significant system operator and significant service provider during 
carrying out the activities may not be less than the capital established and calculated 
by the National bank of Georgia. 

The significant system operator and significant payment service provider may be 
authorized to carry out only the activities envisaged by the “Payment System Law”. 
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The National bank of Georgia is authorized to ask the significant system provider 
and significant payment service provider, also the participants of significant payment 
system to open settlement account at the National Bank of Georgia. 

Inspection 

The National bank of Georgia is authorized to inspect onsite or offsite the relevance 
of activities of the payment system operator or payment system provider with the 
requirements of the legislation of Georgia and is authorized to request and receive 
the documentation, accounting documents, records and other information within its 
competence. 

The National Bank of Georgia is authorized to inspect onsite or offsite the 
consistency of significant system participant’s rules with the requirements of 
legislation of Georgia. 

Sanctions 

The National Bank of Georgia is authorized to use sanctions against the system 
operator and payment service provider in case if the system operator and payment 
service provider: 

a) violated one of the provisions of the “Law on Payment Systems” or the instruction, 
regulation, resolution, written notice issued by the National Bank of Georgia; 

b) submitted incorrect or inaccurate information; 

c) violated the requirements of Law of Georgia on “Facilitation the Prevention of Illicit 
Income Legalization”; 

The National Bank of Georgia is authorized use following sanctions if the above-
mentioned violations have been committed, namely the National bank of Georgia is 
authorized to: 

a) send written notice and /or require that the relevant entity stop committing the 
violations; 

b) use monetary sanction in accordance with the regulation and amount fixed by the 
National Bank of Georgia; 

c) revoke the registration. 

The monetary sanction sum will be directed to the State budget of Georgia. 

The List of Payment System Operators and Payment Service Providers 

The National Bank of Georgia maintains the register of payment system operators 
and payment service providers and publishes it on its web site.  

The Duties of System Operator and Payment Service Provider 

The System Operator and Payment Service Provider is obliged to notify the National 
Bank of Georgia, all other system providers in which it participates on reorganization, 
liquidation, insolvency, or on temporal suspension of activities and any other 
circumstances which may affect the system operation or payment service provision 
by this entity. 
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Conclusion 

The “Payment System Law” envisages the provisions concerning the payment 
systems and payment services. Any legal entity which would like to have clearing 
house must be registered as a payment system operator at the National Bank of 
Georgia. The National Bank is authorized to inspect the payment system operator 
and payment service provider and use sanctions in case if they violate the 
requirement set. This is the only legal instrument which will specifically regulate 
payment systems and payment services. 

The “Payment System Law” includes provisions concerning the significant system 
provider and significant payment service provider. 

The “Payment System Law” is a draft law for today. It was submitted to the 
Parliament of Georgia and first hearing also took place. The law is supposedly to 
come into force on the 1st of July, 2012 as it is indicated in the draft.  

6.0 Section 4.Code of Administrative Violations of Georgia 

The legislation concerning the administrative violations consists of the Code of 
Administrative Violations of Georgia (hereinafter “the Code”) and other legislative 
acts. The Code envisages the authorities which have right to use sanctions in the 
form of fines including GNEWRC. 

Article 921 of the Code deals with the violation of requirements established by the 
GNEWRC, namely: “The violation of requirements set by GNEWRC committed by 
ESCO, Small HPP and Natural Gas Provider, licensees of electricity and natural gas 
sector, direct consumer and also by the supplier of drinking water will cause a fine in 
the amount of 5000 GEL.” 

There is also Article 94 in the Code dealing with the violation of rules concerning the 
protection of power grids above 1000 volt. The violation of rules concerning the 
protection of power grids above 1000 volt which resulted in hampering of electricity 
supply and in damage of electro-system, will cause a warning or fine in the amount 
of 10 -50 times a salary a person is having, in case if this violation is committed by 
the officials than it will result either in warning or in fine in the amount of 50-100 
times a salary an official is having. 

Article 96 of the Code concerns the theft of electricity or natural gas. In case if this 
violation is committed for a first time, than it will result in a warning. The same 
violation committed for a second time will result in a fine of a natural person in the 
amount of 100 GEL and in case if this is committed by a legal entity it will result in 
fine in the amount of 15000 GEL.  
 
There are only these three Articles in the Code, discussed above, which deal with 
the violation of rules concerning the electricity issues. 
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7.0 Section 5.Public and Confidential Information under the General 
Administrative Code of Georgia 

Introduction 

The General Administrative Code of Georgia (hereinafter “the Code”) comprises the 
articles concerning public and secret information. We find the definitions in the Code, 
namely: 

Public information is official document (including plans, schemes, models, photos, 
electronic information, video or audio records) i.e. the information which exists in the 
public institution or is received, processed, created or sent by the public institution or 
by the public servant while carrying out official authority. 

Secret information is the information protected at the public institution or the 
information received, processed, created or sent by the public institution or by the 
public servant while carrying out official authority and which includes state, 
commercial or personal secret. 

The Code defines what is meant under personal, commercial, professional and state 
secret. Below I’ll discuss the publicity and confidentiality of information, right to 
access the public information, issuance of public information and refusal on the 
issuance of public information. 

Personal Secret 

Under Article 271 of the Code, the issue whether or not to consider personal data as 
personal secret is decided by a person whom the data concern. 

Commercial Secret 

Article 272of the Code defines the commercial secret. Commercial secret is 
information concerning plan, formula, process having commercial value or any other 
information which is used for the production, preparation or reproduction of goods or 
rendering service or which represents novelty or a result of technical creative work, 
also other information the dissemination of which may harm the competitiveness of 
that person. 

The information concerning the administrative organ is not a commercial secret. 

Professional Secret 

The information appertaining to the professional secret is information which 
constitutes personal or commercial secret of another person and became known 
while carrying out official authority. Professional secret may not be the information 
which is not personal or commercial secret of another person. 

State Secret 

Information constituting state secret is envisaged by the legislation concerning state 
secrets. 
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Publicly available Information 

The public information is open except the cases envisaged by the law and except the 
information appertaining to the state, commercial and personal secret. 

The Request of Public Information 

Everybody has right to request public information (despite the form of this 
information and place where it’s kept), to choose how to receive it and see the 
original copy of the information. If there is a threat that the original copy may be 
damaged, the public institution is obliged to give the requesting person the certified 
copy of the information. 

For the receipt of public information a person submits an application. It is not 
essential to indicate the motive and reason for requesting public information. While 
requesting personal data or commercial secret concerning other person, the person 
requesting the public information together with the application has to submit the 
notarized copy of consent of the relevant person. 

The Availability of Public Information Copy 

The public institution is obliged to ensure the availability of public information copy. 
No fee shall be fixed for the issuance of public information except for the fee 
established for making the photo copy of the information. 

The Availability of Personal Information 

A person may not be refused to be given the public information which enables the 
identification of this person and is not available for other persons under the Code. A 
person is authorized to get acquainted with personal data concerning him existing in 
the public institution and receive the copies of the data for free. 

The Issuance of Public Information 

The public institution is obliged to issue the public information immediately or no later 
than 10 days in case if the issuance of public information needs: 

a) the collection or procession of information from other public institution or its 
structural unit; 

b) the collection and procession of high volume of documents not connected to 
each other;  

c) the consultations with its structural unit or other public institution. 

If for the issuance of public information 10 day term is needed, the public institution 
is obliged to notify the person requesting the public information.  

 
The Refusal on the Issuance of Public Information 

The refusal on the issuance of public information may immediately become known to 
the person requesting the public information. In case if the public institution refuses 
to issue the public information, the public institution during 3 day is obliged to notify 
the requesting person in written form and explain appeal procedure. 
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Conclusion 

These are the provisions found in the Code concerning the publicity and 
confidentiality of information, the procedure established for its issuance or the refusal 
on its issuance. 

Though, specific legislation may comprise an article on the confidentiality of 
information despite the fact that the Code includes provisions on confidentiality of 
information.  

8.0 Section 6.Taxes and Customs Under the tax Code of Georgia 

Taxes Under the Tax Code of Georgia 

A new Tax Code was adopted and entered into force on the 1st of January 2011. 
This code unified old tax and customs codes. The customs code was abolished from 
January 1, 2011. 

The new Tax Code aims at increasing confidence towards the Georgian tax system 
and enhancing trust in the Georgian tax authorities, by improving communication 
between taxpayers and the tax authorities, by protecting the taxpayers’ rights, by 
making administration more efficient, and by harmonizing the Georgian laws with the 
best international tax practices and EU directives. 

The new Tax Code offers low tax rates on existing few taxes, or total exemption. 
Withholding taxes on interest and dividends will be annulled by 2014. Individuals will 
also benefit by 2014 from the gradually reduced personal income tax rate decreasing 
to 15%. Micro and Small Business status shall reduce overall administrative and tax 
burden on individual taxpayers. 

Below you’ll find relevant provisions reviewed from the Tax Code concerning taxes, 
tax rates, tax exemptions, tax dispute resolution, tax ombudsman, e-services and 
agreements for the avoidance of double taxation, customs legislation and 
procedures. This document is prepared based upon the provisions of the Tax Code 
of Georgia, Customs Legislation and two studies drafted by the National Investment 
Agency of Georgia and the Ministry of Finance of Georgia. 

Taxes 

There are two types of taxes in Georgia: general taxes and local taxes. 
General taxes are unified and mandatory throughout the territory of Georgia. These 
taxes are as follows: 

a) Income Tax; 
b) Corporate income tax; 
c) Value Added Tax; 
d) Excise Tax; 
e) Import Tax. 
(Tax Code, Article 6, Part 5) 
The local tax is governed by the Tax Code, which simultaneously specifies its lower 
and upper threshold. However, it rests with the local governments to determine the 
specific rate of the local tax within the limits set forth by the Tax Code. So the fixed 
local tax is effective only within the territory of the respective municipality. 
Local taxes include Property Tax. 
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Tax Rates 

Income Tax 

Personal income tax is 20 %. It shall be reduced to 18 % for the year of 2013 and 
become 15% for the year of 2014. Personal income tax for micro business is exempt 
under the new Tax Code.  
Personal income tax for small business is 3% or 5%. Corporate income tax is 15%. 
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Withholding tax for companies and individuals 

Dividends paid to individuals and non-residents is 5% (2014 - 0%).2 Dividends paid 
to resident companies are exempt. Dividends paid on free floating securities are 
exempt. Dividends paid by international financial company (IFC) are exempt. 
Dividends paid by international company are exempt. Interest paid is 5% (2014 – 
0%)3. Interest paid to resident banks is exempt. Interest paid by licensed financial 
institutes is exempt. Interest paid on free floating securities is exempt. Interests paid 
by international company are exempt. Interest paid on debt securities issued by 
Georgian legal entities and listed on a recognized foreign stock exchange is exempt. 
Royalties paid to resident individuals are 20% (2014 – 15%).4 Rental income 
(excluding finance lease rentals) paid to resident individuals is 20% (2014 – 15%).5 
Management fees paid are 15% 

Payment of income from international transport or international communications is 
10%. Insurance premiums paid to non-residents are exempt. Finance lease income 
paid to non-residents is exempt. Payment of income from oil and gas operations is 
4%. 

Payments of other Georgian source income to non-residents not connected to their 
Permanent Establishment in Georgia15%. Value Added Tax is 18%. Excise Tax 
Varies. Import Tax 0%, 5% or 12%. Property Tax – Corporate is up to 1%. Property 
Tax – Individual is up to 1%. Property Tax - Land varies. 

Other Information 

Carry back of losses is 0 years. Carry forward of losses (for companies and 
individual entrepreneurs) is 5 years or 10 years (in the latter case the statute of 
limitation increases from 6 to 11 years). Carry forward of losses (for Small Business) 
is 0 years. 

Personal Income Tax 

General Principles 

Individuals, who are resident in Georgia for tax purposes, pay Georgian personal 
income tax on their worldwide income under Georgian tax law. However, income 
received from foreign sources is exempt from personal income taxation. Individuals 
who are not resident in Georgia for tax purposes are subject to Georgian tax only on 
income received from the source in Georgia. 
Individuals are considered resident in Georgia for tax purposes if they: 
• are actually present in Georgia for 183 or more cumulative days in any period of 12 
consecutive calendar months ending in the tax year; 
• are in Georgian State Service abroad during the tax year.  
 

                                            

2
 Dividends withholding tax rate will be reduced from 5% to 3% by 1 January, 2013 and will be 

annulled starting 1 January 2014.  
3
 Interest withholding tax rate will be annulled starting 1 January, 2014. 

4
 Royalties’ withholding tax rate will be reduced from 20% to 18% by 1 January 2013 and further to 

15% starting 1 January 2014.  
5
 Rental income withholding tax rate will be reduced from 20% to 18% by 1 January 2013 and further to 15% starting 1 January 

2014. 
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The tax year is a calendar year.  
Tax rate is a flat 20% and will be reduced as it was noted in the tax rates’ part of this 
document. 

For Georgian personal income tax purposes, income is divided into the following 
categories: 

• income from employment; 
• income from economic activities not related to employment; 
• other income not related to employment and economic activities. 

Property Tax (individuals) 

Taxable Assets 

Taxable assets of individuals include owned immovable property (including 
construction in progress, buildings or their parts), yachts, motor boats, planes, 
helicopters and assets received from non-resident under finance lease. Individuals 
conducting economic activities in Georgia are subject to property tax on fixed assets, 
non-assembled equipment, intangible assets listed on their balance sheet, and 
property leased out under finance lease. 

Tax Rates 

Annual property tax rate for an individual on taxable property (excluding land) varies 
according to the annual family income of the individual. For property taxation 
purposes annual family income comprises all income including benefits and exempt 
income, but excluding: 

 value of property inherited, gifted or received upon divorce from family 
members; 

 gain received from disposal of an apartment (house) held for more than 2 
years; 

Profit Tax Exemptions 

Certain types of assets, except for land plots transferred under operating lease, 
usufruct or any similar arrangement, are exempt from property tax, such as: 
• Property (except for land) belonging to an individual with annual family income up 
to GEL 40,000 for a year preceding the current calendar year; 
• Portion of co-owned property (i.e. land plot) at the apartment house with an area up 
to 50 square meters; 
• Agricultural land plots received by individuals and requiring cultivation for 5 years; 
• Agricultural land plots up to 5 hectares in the ownership of an individual as of 1 
March 2004; 
• Property located in Free Industrial Zones; 
• Biological assets (animals and plants), etc. 

Compliance 

Individuals submit annual property tax returns either personally, electronically or 
send it via insured mail no later than 1st of May of a calendar year. The submission 
date can be extended for up to a further three months if the Georgian Tax Authorities 
(GTA) are notified before the deadline expires. Property tax returns can be amended 
within the statute of limitation. The data reflected in the tax return on taxable property 
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is according to the preceding tax year and on taxable land - according to the current 
tax year. Individuals pay property tax either via bank or e-paying system not later 
than 15 November of a calendar year. Filing of property tax return is not required if: 

 an individual has no tax liability in the current tax year. If an individual was a 
property tax payer in the previous periods, than he/she must notify the GTA 
about the decision of not filing a tax return prior to 15 May of a current tax 
year; 

 the quantity and quality of taxable objects has not changed since filing of the 
tax return, and accrual of tax in the previous tax year. 

Corporate Income Tax 

General Principles 

A company is treated as a Georgian company if it is either incorporated or has its 
place of management in Georgia. Georgian companies are liable to Georgian 
corporate income tax on their worldwide income, subject to double taxation or other 
international treaty reliefs. In general, any effective international agreement has 
precedence over domestic Georgian legislation. 

Foreign companies are subject to tax on Georgian source income only, subject to 
double taxation treaty relief. A foreign company, carrying out business activities 
through a Permanent Establishment (PE) in Georgia, generally has to assume the 
same tax obligation as a Georgian company. 

Consolidated tax returns cannot be filed under Georgian legislation, and each group 
member company must report its taxes separately. Branches and other units of 
Georgian companies do not report and pay corporate income tax independently, but 
consolidate their taxable income (or loss) with the main company, which pays the 
total corporate income tax. The tax period for corporate income tax is a calendar 
year. Tax rate is a flat 15%. 

Taxation of Dividends 

• Dividends paid to individuals (including non-resident individuals) and non-resident 
companies are subject to withholding taxation; 
• Dividends paid to resident companies are not subject to withholding taxation and 
are not further included in taxable income; 
• Dividends received from an International Financial Company (IFC) are not subject 
to withholding taxation and are not further included in taxable income; 
• Dividends received from free floating securities are not subject to withholding 
taxation and are not further included in taxable income; 
• Dividends received from an International Company are not subject to withholding 
taxation and are not further included in taxable income. 

Taxation of Interest 

• Interest sourced in Georgia and paid by a Georgian tax resident including PE of 
nonresident is subject to withholding taxation; 
• Interest paid to resident banks is not subject to withholding taxation; 
• Resident companies and PEs of foreign companies can credit withheld tax on 
interest paid in Georgia against corporate income tax liability; 



 

21 

 

• Interest income received from financial institutes licensed according to the 
Georgian legislation is not subject to withholding taxation. At the same time, such 
interest is not further included in taxable income of the recipient, unless the latter is 
itself a licensed financial institution; 
• Interest income received from free floating securities is not subject to withholding 
taxation and is not further included in taxable income; 
Interest income received from debt securities issued by Georgian enterprises and 
listed on a recognized foreign stock exchange is not subject to withholding taxation 
and is not further included in taxable income; 
• Interest income received from an International Company is not subject to 
withholding taxation and is not further included in taxable income. 

Taxation of Royalties 

• Royalties paid by a Georgian tax resident including PE of non-resident to resident 
individuals are subject to withholding taxation. 

Taxation of Rental Income 

• Rental payments (except for finance lease payments) by a Georgian tax resident 
including PE of non-resident to resident individuals are subject to withholding 
taxation. 

Thin Capitalization Rules 

Thin capitalization occurs when the “debt to equity” ratio exceeds 3/1. In case of thin 
capitalization a company is not allowed to deduct paid and/or payable interest 
expenses from its gross income. At the same time, thin capitalization rules do not 
restrict deduction of interest expenses on the debt below the established ratio of 3/1. 
Thin capitalization rules do not apply: 

 to financial institutions; 

 to entities with gross income not exceeding GEL 200,000; 
 if interest expenses do not exceed 20% of the taxable income before 

deduction of interest expenses. 

Thin capitalization is determined according to the average annual ratio, in line with 
the rules determined by the Minister of Finance of Georgia. Notably, thin 
capitalization rules apply only to cases when the Investigation Service of the Ministry 
of Finance of Georgia (the Ministry) proves that thin capitalization is used as a 
deliberate tax evasion mechanism. 

Permanent Establishment (PE) 
Income earned through a PE in Georgia, reduced by tax-deductible expenses, is 
taxed at the regular flat corporate income tax rate of 15%. A PE is defined as any 
fixed location for business activities of a foreign company in Georgia through which 
this foreign company carries out, in full or in part, an economic activity in the territory 
of Georgia, including activity carried out by an authorized person. The followings are 
equivalent to PE in Georgia: 
• Construction sites, assembly or building facilities, and the exercise of controlling 
activities connected with them; 
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• Installations, structures, drilling equipment, ships used for surveying of natural 
resources, as well as the exercise of controlling activities connected with such 
facilities; 
• A permanent base where a non-resident individual carries out economic activity; 
• The place of management of a foreign company, branch, representative office, 
department, bureau, office, agency, workshop, mine, pit, other place for extraction of 
natural resources, or any other separate unit or place of activity of such company. 
Domestic tax law and applicable double taxation treaties list activities that do not 
result in a taxable PE, including: 
• Storage or demonstration of goods belonging to a foreign company or non-resident 
individual; 
• Keeping a stock of goods belonging to a foreign company or non-resident 
individual, only for the purpose of processing by another person; 
• Purchase of goods or collection of information for a foreign company or non-
resident individual; 
• Performance of any other activities that is preparatory or auxiliary in nature on 
behalf of a foreign company or non-resident individual; 
• Preparation and/or signing of contracts for granting loans, supplying goods or 
rendering technical assistance on behalf of a foreign company or non-resident 
individual; 
• Execution of any combination of the above activities. 

Property Tax (companies) 

Taxpayers and Taxable Assets 

Georgian resident companies and not-for-profit entities are subject to property tax on 
fixed assets, non-assembled equipment, construction in progress and intangible 
assets listed on their balance sheet, as well as on property leased out under finance 
lease. Non-resident enterprises are subject to property tax on the same types of 
assets located in Georgia, including property rented out under operating lease, 
usufruct or any similar type of agreement. 

Exemptions 

Certain types of assets, except for land plots and/or buildings rented out under 
operating lease, usufruct or any similar agreement, are exempt from property tax, 
such as: 
• Roads; 
• Communication and electronic transmission wires; 
• Property of a not-for-profit entity except for land and property used for economic 
activities; 
• Property and land used for activities defined by the Law of Georgia on Oil and Gas; 
• Property owned by medical institutions and used for medical activities, except for 
land; 
• Land plots attached to the buildings of medical institutions used for medical 
activities; 
• Property located in a Free Industrial Zone; 
• Biological assets; 
• Agricultural land plots received by legal entities and requiring cultivation for 5 years. 
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Compliance 
Companies/not-for-profit entities submit annual property tax returns either personally, 
electronically or send it via insured mail no later than 1 April of the calendar year. 
The submission date can be extended for up to a further three months if the GTA are 
notified before the deadline expires. Property tax returns can be amended within the 
statute of limitation. 

Information presented in property tax returns with regard to taxable land is as of 1 
April of the current tax year and for the remaining property - as of 31 December of 
the previous tax year. 

Before 15 June taxpayers are liable to make the advance payment in the amount of 
full property tax of the previous tax year, either via bank or e-paying system. 
Balancing payment of property tax is due no later than 1 April of the following tax 
year. 

Enterprises that were incorporated after the beginning of the calendar year are not 
liable to make advance payment. Enterprises that existed for an incomplete calendar 
year pay property tax in proportion to this period. Property tax on land is payable no 
later than 15 November of the calendar year. No advance payment is required for 
property tax on land. 

Value Added Tax (VAT) 

Taxable Transactions 

VAT taxable transactions include: 
• Supply of goods/services made in the territory of Georgia (including barter and/or 
gratuitous supply); 
• Use of VAT taxable goods/services for non-economic purposes, if taxpayer has 
obtained a VAT credit for these goods/services; 
• Upon cancellation of VAT registration, the balance of goods for which taxpayer has 
obtained a VAT credit; 
• Use of self-constructed buildings as fixed assets; 
• Transfer of ownership on goods/services in exchange for share in legal 
entity/partnership; 
• Upon expiry or early termination of rental agreement, supply of leasehold 
improvement, if any, to the lessor; 
• Supply of goods/services by a taxpayer to its employees with or without 
compensation; 
• Export of goods outside Georgia; 
• Import and/or temporary import of goods into Georgia. 

Invoicing 

If taxpayer is a VAT registered taxpayer, they must issue a tax invoice on VAT 
taxable transactions to the customers upon their request no later than 30 calendar 
days from the request. A tax invoice is issued either in paper in the format approved 
by the Minister or in electronic form. 
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VAT Registration 

Taxpayer can register for VAT voluntarily. However, they are liable to register if they: 
• carry out economic activities and the total amount of VAT taxable transactions 
carried out in any continuous period of 12 calendar months exceeds GEL 
100,000.Taxpayer must file an application for VAT registration to the Georgian Tax 
Authority (GTA) no later than 2 working days from this moment; 
• produce and/or import excisable goods into Georgia (except for excisable goods 
exempt from VAT taxation upon import). Taxpayer must file an application for VAT 
registration to the GTA before supply of excisable goods in Georgia; 
• intend to carry out a single VAT taxable supply, or a set of VAT taxable supplies in 
one day with a total amount exceeding GEL 100,000. Taxpayer must file an 
application for VAT registration to the GTA before the supply is made; 
• are an entity established as a result of reorganization and at least one of the parties 
to reorganization is a VAT payer. Taxpayer must file an application for VAT 
registration to the GTA before VAT taxable transaction is carried out, but no later 
than 10 calendar days from reorganization; 
• are a legal entity/partnership and a VAT payer shareholder/partner contributed 
goods/services into their capital. Taxpayer must file an application for VAT 
registration to the GTA before a VAT taxable transaction is carried out, but no later 
than 10 calendar days from such contribution. 
The registration procedure is straightforward and the taxpayer can register for VAT 
normally within one working day. 

VAT Deregistration 

VAT registration is cancelled 

 upon liquidation of a business; 

 upon decease of an individual; 

 if a one-time supply exceeding GEL 100,000 leading to mandatory VAT 
registration is not carried out. 

Taxpayer may also deregister though filing an application for VAT deregistration if 
the sum of their taxable transactions, excluding VAT during the last 12 calendar 
months, does not exceed GEL 100,000, provided they have been registered for at 
least one year. The GTA may also request the cancellation of VAT registration and 
deregister a taxpayer if the latter agrees. VAT registration is cancelled from the first 
day of a month following the reporting period when (a) obligation to deregister arises 
or (b) taxpayer submits an application or (c) taxpayer agrees to the de-registration 
request from the GTA. 

VAT Rates 

VAT rate is 18% for all taxable transactions and imports unless a specific provision 
allows an exemption. Same rate applies to a reverse charge VAT (RCVAT). The 
resident paying for the non-resident service must report and pay RCVAT. Paid 
RCVAT is creditable against VAT payable in the same manner as directly paid input 
VAT. Refunds of RCVAT are based on the same rules as usual VAT but the Report 
verifying the payment of RCVAT is used as the VAT tax invoice. A credit can only be 
made if a taxpayer is registered for VAT.VAT rate of 0.54% applies to temporarily 
imported goods for each complete/incomplete calendar month whilst they are located 
in the economic territory of Georgia, but only up to VAT amount calculated at 18%. 
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Compliance 

The VAT reporting period is for each quarter, for certain VAT payers, according to a 
resolution of the Government. In all other cases the VAT reporting period is a month. 
From 1 January 2013 VAT the reporting period will be each quarter for all VAT 
payers. VAT payers are required to file a VAT return either personally, electronically 
or send it via insured mail and pay VAT, including RCVAT, either via bank or e-
paying system (see section “E-service”) no later than the 15th of the month following 
the reporting period. VAT on import is paid at the moment the goods are imported 
into Georgia. VAT on temporary imports is paid no later than the 15th of every next 
month, the last payment made on the last day of temporary import. Taxpayer may 
pay VAT on temporary imports in a lump sum. 

Excise Tax 

Taxpayers 

Taxpayer is an excise taxpayer if they: 
• produce excisable goods in Georgia, including production with customer’s raw 
materials; 
•import or export excisable goods into or outside Georgia; 
• supply condensed natural gas and/or natural gas for motor vehicles; 
• render mobile communication services. 

Taxable Transactions 

Taxable transactions include: 
• Supply of excisable goods manufactured in Georgia by the producer and/or 
removal of excisable goods from the warehouse for supply; 
• Transfer of excisable goods produced with customer’s raw materials in Georgia to 
the customer; 
• Use of self-produced excisable goods for manufacturing non-excisable goods; 
• Supply of condensed natural gas and/or natural gas for motor vehicles; 
• Supply of mobile communication services; 
• Import of excisable goods into Georgia; 
• Export of excisable goods outside Georgia. 

Tax Rates 

Excise tax rates are fixed per physical unit of excisable good (litre, cm3, kilogram, 
ton, etc.) and varies from product to product (for excise tax rates see Table “Excise 
Tax Rates” in Appendix). 
Export of ferrous and/or non-ferrous scrap metal is taxed at GEL 120 per ton. Excise 
tax rate for mobile communication services is 10% of the amount of taxable 
transaction. This rate may be reviewed and changed within 0% to 10% range for 
each calendar year by the Government initiative. The amount of taxable transaction 
is compensation received or receivable (inclusive of taxes, duties and other fees) 
except for excise tax, VAT and/or penalties in the reporting period. Compensation 
from international mobile communication services rendered to non-resident entities is 
not included in taxable amount. 
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Exempt Supplies 

Supplies exempt from excise tax are not subject to excise taxation. However, if 
taxpayer makes exempt supplies they may or may not be entitled to reclaim input tax 
deduction. 

Transactions exempt with the right to reclaim input excise tax 

• Export of excisable goods, except for export of ferrous and/or non-ferrous scrap 
metal; 
• Supply of Georgian goods for sale in a duty free zone. 

Transactions exempt without the right to reclaim input excise tax 

• Alcoholic beverages produced by an individual for own consumption; 
• Import of 200 cigarettes or 50 cigars or 50 cigarillos (slim cigars) or 250 grams of 
other tobacco products or combination of all mentioned products up to 250 grams by 
an individual during one calendar day by air transport or during 30-day period by 
other means of transportation; also import of 4 litres of alcoholic beverages; 
• Fuel in the petrol tank technologically connected to the engine of the motor vehicle 
of a person entering Georgia by this vehicle; 
• Import and/or supply of aviation fuel, lubricants and other supplementary products 
to be provided on board for international flights or international sea passages; 
• Import and/or temporary import of goods for the official use of foreign diplomatic 
and equal representative offices; 
• Import and/or temporary import of goods for personal use of citizens of foreign 
countries (including their family members) employed at oil and gas exploration and 
extraction works; 
• Import and/or supply of oil products necessary to carry out oil and gas operations 
defined by the Law of Georgia on Oil and Gas; 
• Motor cars classified under code no. 8703 according to the classification of the 
goods under the Foreign Economic Activity Commodity Nomenclature (the 
Commodity 
Nomenclature); 
• Return of excisable goods into Georgia in the same condition within 3 years from 
their export. 

Excise Tax Recovery 

If taxpayer conducts excise taxable transactions or exports excisable goods, they are 
entitled to a credit or refund of excise tax paid on excisable goods (materials) 
purchased to produce excisable goods. A similar credit/refund procedure applies to 
excise tax paid on import of goods intended for use in the production of excisable 
goods, but up to the excise tax payable on such excisable goods. Credit or refund of 
excise tax shall be accompanied with a tax invoice and/or commodity declaration 
that proves the payment of excise tax to the producer of excisable goods (materials) 
and/ or upon import of such goods. 

If excisable materials are used in production of both excisable and non-excisable 
goods, the credit of excise tax is obtained in proportion with produced excisable 
goods, but up to the excise tax payable on such excisable goods. 
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Providers of mobile communication services credit excise tax paid on such services 
against excise tax payable, provided that they are not final consumers. A valid tax 
invoice is required to obtain the credit. 

Compliance 

The excise tax reporting period is a quarter. 
Taxpayers are required to file an excise tax return either personally, electronically or 
send it via insured mail and pay excise tax either via bank or e-paying system (see 
section “E-services”) by the 15th of the month following the reporting period. Excise 
tax on import or export of ferrous and/or non-ferrous scrap 

Import Tax 

General Principles 
The new Tax Code envisages import tax. In the letter version customs tax used to 
exist. Below I’ll describe the general principles of import tax, import tax rates and 
goods which are exempt from import tax. 

Import Taxpayer 

Import taxpayer is any person (individual or legal entity, including the permanent 
establishment (PE) of a nonresident) moving goods on the economic border of 
Georgia, except for export. Import tax is based on either the tariff value or per 
physical unit of goods. The assessed import tax is paid at the moment goods are 
brought into the economic territory of Georgia. 

Import Tax Rates 

The rate applicable to the tariff value of goods is fixed at 0%, 5% or 12% according 
to the Commodity Nomenclature. Most goods fall into the 0% rate category. Most 
food products and construction materials fall under the 5% or 12% tax rates. 
Beverages are taxed at EUR 0.2 – EUR 3 per litre or 100 litres, depending on 
alcohol content. Import tax on temporary import is fixed at 3% of the amount of 
import tax for each complete/incomplete month of the goods located in the economic 
territory of Georgia that would have been paid on a usual import, but up to the 
amount of this import tax. 

It is explained in the Tax Code how the import tax charged on motor cars. It is 
classified under code no. 8703 according to the Commodity Nomenclature and is 
calculated using the following formula: 
IT=GEL 0.05 * V * (1+5%*N), where 
IT - is the import tax on the motor vehicle in GEL, 
V- volume of the engine of the motor vehicle in cubic centimeters, 
N- age of the motor vehicle in years. 

Goods Exempt from Import Tax 

The list of operations which are exempt from import tax includes: 
• Placement of goods under any operation upon bringing them into the economic 
territory of Georgia, except for import and/or temporary import; 
• Placement of goods in a duty free zone; 
• Import of goods produced in a Free Industrial Zone; 
• Import of goods defined by the grant agreements; 
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• Import and/or temporary import of goods intended for personal use of citizens of 
foreign countries employed at oil and gas exploration and extraction works; 
• Import and/or temporary import of goods for the official and personal use of foreign 
diplomatic and equal representative offices; 
• Import of child and diabetic food products; 
• Import of aviation fuel, lubricants, and other supplementary products to be provided 
on board for international flights and international sea passages; 
• Import of goods in the framework of Law of Georgia on Oil and Gas; 
• Import of tobacco products and/or tobacco raw materials until 1 January 2012; 
• Import of 200 cigarettes or 50 cigars or 50 cigarillos (slim cigars) or 250 grams of 
other tobacco products (except for tobacco raw materials) or combination of all 
mentioned products up to 250 grams, by an individual during one calendar day by air 
transport, or during 30 days by other means of transportation; also, the import of 4 
litres of alcoholic beverages; 
• Import of goods under 30 kilograms and with a value between GEL 300 and GEL 
3,000, depending on the type of goods and the means of transportation; further, 
import of goods with a value up to GEL 15,000, depending on the period spent 
outside Georgia; 
• Import of goods returned into Georgia in the same condition within 3 years from 
their export. 

Tax Dispute Resolution 

Taxpayer may appeal against the decisions of the GTA in the following 
circumstances: 
• The GTA refuse to satisfy taxpayer’s legitimate request; 
• Taxpayer does not agree with tax charges imposed by the GTA. 
• Taxpayer does not agree with any decision and/or action of the GTA against them. 

Taxpayer may appeal the decision of the GTA either to the Ministry or directly to the 
Court within 20 calendar days from receipt of the decision. Taxpayer may submit the 
appeal either in written or electronic form. If taxpayer chooses to appeal to the 
Ministry, the dispute may be resolved in the first instance by the RS. 

Taxpayer or their authorized representative is entitled to attend each stage of the 
appeal review process. The RS has 20 calendar days to review the appeal and 5 
working days to send an official resolution to the taxpayer. If taxpayer does not 
receive a response from the RS within this deadline, the appeal is considered as 
rejected, and taxpayer has the right to object to the RS decision within 10 calendar 
days from receipt of the rejection or from the deadline within which it should have 
been received. The objection can be addressed to the Dispute Resolution Council 
under the Ministry of Finance of Georgia (DRC) or to the Court. 

The DRC must take a decision on the appeal within 20 calendar days and send 
taxpayer the resolution within 5 working days. The resolution can be further 
appealed within 10 calendar days from its receipt. If not appealed, on the 11th 
calendar day the resolution becomes effective. 
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Protection of Taxpayer Rights 

A separate chapter of the Tax Code is dedicated to the protection of taxpayer rights. 
This chapter introduces a set of principles to ensure the protection of taxpayer rights. 
These principles include: 

 The right to request information; 

 Tax Confidentiality; 

 The right to enjoy a tax benefit and claim overpaid tax; 

 Protection of taxpayers legal interests; 

 Tax Ombudsman. 
Below is brief information to each principle: 

The right to request information 

This right establishes the taxpayer’s privilege to receive information from tax 
authorities regarding the application of the tax legislation and taxpayer¡¦s rights, as 
well as any personal information on the taxpayer maintained by the tax bodies. At 
the same time, the taxpayer is not required to disclose information on paid taxes to 
anyone, except the tax authorities, unless otherwise prescribed by the law. 

Tax Confidentiality 

Any information on a taxpayer held by the tax bodies is confidential. This rule does 
not apply to information submitted to the public registry by the taxpayer in the course 
of registration of a company. Such information is public and available to anyone. 

The Tax Code obliges the tax authorities to keep taxpayer-related information 
confidential. 

The right to enjoy a tax benefits and claim overpaid taxes 

All taxpayers are equal before the law. Everyone is entitled to enjoy the tax 
concessions established by the law. Tax or penalty amounts overpaid by a taxpayer 
must be returned to the taxpayer or credited to the account of future tax payments. 

Protection of taxpayer’s legal interests 

The taxpayer is entitled to represent his interests directly or through a representative, 
participate in any tax auditing processes, and to receive and deliver information 
related to the tax audit. 
Moreover, the taxpayer is entitled to bring a case against an action or decision taken 
by the tax authorities and claim compensation for the loss incurred as a result of their 
illegal action or decision. 

Tax Dispute Resolution 

Taxpayer may appeal against the decisions of the GTA in the following 
circumstances: 
• The GTA refuse to satisfy taxpayer’s legitimate request; 
• Taxpayer does not agree with tax charges imposed by the GTA. 
• Taxpayer does not agree with any decision and/or action of the GTA against them. 

Taxpayer may appeal the decision of the GTA either to the Ministry or directly to the 
Court within 20 calendar days from receipt of the decision. Taxpayer may submit the 
appeal either in written or electronic form. 
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If taxpayer chooses to appeal to the Ministry, the dispute may be resolved in the first 
instance by the RS. 

Taxpayer or their authorized representative is entitled to attend each stage of the 
appeal review process. The RS has 20 calendar days to review the appeal and 5 
working days to send an official resolution to the taxpayer. If taxpayer does not 
receive a response from the RS within this deadline, the appeal is considered as 
rejected, and taxpayer has the right to object to the RS decision within 10 calendar 
days from receipt of the rejection or from the deadline within which it should have 
been received. The objection can be addressed to the Dispute Resolution Council 
under the Ministry of Finance of Georgia (DRC) or to the Court. 

The DRC must take a decision on the appeal within 20 calendar days and send 
taxpayer the resolution within 5 working days. The resolution can be further 
appealed within 10 calendar days from its receipt. If not appealed, on the 11th 
calendar day the resolution becomes effective. 

Tax Ombudsman 

A newly introduced tax ombudsman is a person appointed by the Prime Minister of 
Georgia in coordination with the Chairman of the Parliament of Georgia. The 
functions of a tax ombudsman include: 
• Monitoring the protection of taxpayers’ rights and their legitimate interests, 
disclosing violations and taking remedial actions; 
• Considering taxpayers’ claims regarding the violation of their rights by the GTA or 
other Government bodies; 
• Obtaining the explanations from the GTA regarding the taxpayers’ claims; 
• Providing recommendations to the respective body on the means of restoring the 
violated rights of taxpayers; 
• Presenting an annual report to the Parliament of Georgia providing a general 
overview of taxpayers’ rights protection. The ombudsman report should also contain 
general assessments, conclusions, and recommendations in relation to the 
protection of taxpayers’ rights. 

Private Tax Agent 

A taxpayer can use the services of a private tax agent, who is a tax inspector of the 
GTA, in order to improve communications with the GTA. The agreement concluded 
between a taxpayer and a private tax agent defines the rules and conditions of 
providing the services. Determination of the amount of tax liability of a taxpayer is 
excluded from duties of a private tax agent. 

E-services 

E-filing 

The Revenue Service (RS) offers taxpayers a wide range of electronic services. 
Taxpayers may conduct correspondence and/or filing with the tax authorities 
electronically via the web-portal of the RS. 

Electronic correspondence and/or filing include: 
• Filing a tax return; 
• Filing an application requesting tax invoices; 
• Filing an application requesting excise duties; 
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• Filing an appeal, etc. 
Electronic documents sent by taxpayers and/or tax authorities have legal force equal 
to paper documents. 
A taxpayer may register voluntarily for e-services within 3 working days from 
submission of the application. A taxpayer may de-register from e-services in favor of 
paper forms again. Registration/de-registration for e-services can also be conducted 
online via a video-call with the tax inspector. 

E-paying 

Online payment tool was added to the e-filing system of the RS. 

Agreements for the Avoidance of Double Taxation 

Georgia has already entered into double tax treaty agreements with 30 countries: 
Armenia, 
Austria, Azerbaijan, Belgium, Bulgaria, the Check Republic, China, Denmark, 
Estonia, Finland, France, Germany, Greece, Italy, Iran, Ireland, Kazakhstan, Latvia, 
Lithuania, Luxemburg, Malta, the Netherlands, Poland, Romania, Singapore, Turkey, 
Turkmenistan, Ukraine, United Kingdom and Uzbekistan. Georgia considers none of 
the tax treaties of the former USSR to be in force. 
Georgia has signed and ratified tax treaties with Egypt, Israel, Kuwait, Russia, Spain 
and Switzerland, but these treaties have not yet entered into force.Tax treaties are 
initialed with Bahrain, Cyprus, India, Qatar, Slovakia, Slovenia and the United Arab 
Emirates. 

Tax treaty negotiations are underway with Argentina, Belarus, Belize, Brazil, Jordan, 
Hungary, Lichtenstein, Marshall Islands, Norway, Panama, Portugal, Seychelles 
Islands, South Korea and Sweden. Tax benefits granted by these tax treaties can be 
utilized following the rules established by the Instruction of the Minister of Finance of 
Georgia. 

Customs Legislation and Procedures 

The Customs Code of Georgia used to govern customs procedures. However, from 
January 1, 
2011 the new Tax Code of Georgia took effect which also includes the provisions 
regulating customs. 

As mentioned, the Tax Code of Georgia regulates customs issues, i.e. the actions 
and procedures related to the movement of goods across the economic territory of 
Georgia. The economic territory of Georgia encompasses the territory of Georgia, 
including territorial and inland waters of Georgia and the airspace as well. Goods 
entering the economic territory of Georgia are subject to registration according to the 
procedures established by Georgian legislation. 

According to the Law, commodities are defined as material property, including 
money, securities, electric and thermal energy, natural gas and water. 

Customs Reform 

As a result of customs reforms undertaken by Georgia, the customs procedures 
have become advanced and simplified, and modern management technologies have 
been introduced. 



 

32 

 

Currently, the Customs agency employs a risk management system that is based on 
an automated system for processing customs declarations (Automated System of 
Customs Data). The system provides for the four channel release of goods at 
customs. 

Physical examination of goods takes place in the red channel. Only documentary 
checking is undertaken in the yellow channel. When releasing the goods through the 
green and the blue channels, no examination of goods is performed (in case of the 
blue channel only an audit can be carried out after certain period of time). 

After launching this system, 85% of goods undergo customs registration by means of 
office control only, without the need for a physical examination. 
The process of customs registration itself is carried out inside the territory of Georgia 
in specially arranged customs offices (Tbilisi, Telavi, Akhaltsikhe, Gori, Kutaisi, 
Batumi and Poti regional centers). The introduction of three special zones - Customs 
Clearance Zone (CCZ) is planned in Georgia: 

 Customs Clearance Zone TBILISI; 

 Customs Clearance Zone BATUMI; 

 Customs Clearance Zone POTI. 

The Customs Clearance Zone TBILISI was launched by the end of 2010, and the 
other two zones have begun functioning in the first quarter of 2011. 

As a result of the reforms, the method for determining the customs value of the 
goods has been streamlined and now relies on the standards of the General 
Agreement on Tariffs and Trade (GATT). The Importer/Exporter Golden List 
(authorized economic operator) is another innovation of the Customs system of 
Georgia. Persons included in this list have the right to enjoy even more simplified 
customs procedures and pay import duties under preferential timeframes. 
Finally, due to the reforms, the duration of customs procedures takes only 2 hours 
(versus the three days previously required). 

Registration of Goods and the State Control 

The most common customs activities include import, export, and temporary import of 
goods, transit and re-export. During the registration of goods the owner of the goods 
fills in a customs (commodity) declaration and pays customs taxes and fees. The 
rate of taxes and duties depends on the customs regime (commodity operation) and 
the type of commodity, as well as the quantity of the goods. In the case of an import, 
the owner of the goods submits a certificate of origin of the goods as well. Customs 
payments consist of the import tax, VAT, excise tax and customs fees. In the case of 
import of certain types of goods, the importer is also required to have a relevant 
license/permit and pay a license/permit fee. Rate of the import tax is fixed and it can 
be 0%, 5% or 12%. The applicable rate of the import tax depends on the type of 
commodity. 

Imported goods in Georgia are taxed with the Value Added Tax. VAT rate is 18% 
and it is calculated by the price of import. The import price is the sum of the tariff 
value of imported goods, the payable taxes applicable to import (except VAT) and 
the service cost (exclusive VAT), which pursuant to the Tax Code is a part of the 
import. 
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The Tax Code creates a special system of VAT taxation on imports for those 
persons who make more than 200,000 GEL in VAT payment for 12 (consecutive) 
months. In this case, according to the reporting period, the person will receive a 
credit on the taxable import of particular goods. 
In the case of the import of excise goods, the imported goods are taxed with an 
excise tax. 

The tax rate in this case is differentiated and depends on the type of excise goods 
being imported. (For example, excise tariff for beer is 0.4 GEL per 1 liter, while for 
whisky it is 3 GEL per 1 liter). In the case of the importation of certain goods (for 
instance, scrap metal), the price of import is calculated according to weight. 

In the case of the importation of a car, the price of import is determined according to 
the age of the car and the volume of its engine. When moving goods into the 
economic territory of Georgia (import, export, transit, etc.) the applicable liabilities 
with respect to importation are determined according to the integrated tariff of 
Georgia. 

The integrated tariff is approved by the Government of Georgia. This data consists 
of: 
a) National Commodity Nomenclature Code of foreign-economic activity 
(Nomenclature Code); 
b) Import duty rates and/or concessions (preferences) applicable to the goods 
included in Nomenclature Code; 
c) Concessions (preferences) established by the effective international agreements 
ratified by the 
Georgian Parliament; 
d) Prohibitions and restrictions, as specified by the Georgian legislation, applicable to 
the goods included in Nomenclature Code (Tax Code of Georgia, Article 210, Part 
1). 

The identification and classification of goods is carried out on the basis of the 
Nomenclature Codes. The code of a commodity is specified by the declarant. 
Together with the nomenclature code, the declarant also identifies a tariff value for 
the goods by himself and indicates it in a declaration. While determining the tariff 
value, special rules that are in compliance with the WTO regulations, shall be used. 
The tariff value determined by the declarant is verified (controlled) by the Revenue 
Service, which has the right to reject the tariff value. 

In this case the Revenue Service determines the value on its own. The reform of the 
customs system creates one more innovation – this is the right of the owner of the 
goods to amend an already submitted declaration by his own decision and avoid a 
sanction (penalty). This is a case when a declarant indicates an incorrect value of 
the goods in a declaration while the real value of declared goods is higher than the 
one indicated in the declaration. The declarant is entitled to make amendments to 
the declaration at his own initiative and thus, avoid customs liability for putting an 
incorrect value of the goods in the declaration. 

A set of methods are employed for determining the tariff value of the imported goods. 
Specifically, the tariff value is identified: 
a) According to the price of a transaction (the first method); 
b) According to the price of a transaction on identical goods (the second method); 
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c) According to the price of a transaction on similar goods (the third method); 
d) According to the unit price of the goods (the forth method); 
e) According to the compound value (the fifth method); 
f) According to the reservation method (the sixth method) (Tax Code, Article 213, 
Part 3 

These methods are applied only successively, meaning that the second method shall 
be employed only then when it is not possible to identify the value by means of the 
first method and so on. 

The State control is carried out for the purpose of double checking the accuracy of 
data given in a declaration. The control is carried out in a respective customs zone in 
the territory of Georgia. The control also includes the phyto-sanitary, veterinary and 
sanitary controls. The import and export of goods is allowed only through a 
corresponding portal located in the territory of Georgia. The simplified and 
accelerated service for commodity registration is available in Customs Clearance 
zones (CCZ - terminals) beginning from December 2010. 



 

 

 

 

 

 

 

 

USAID Hydropower Investment Promotion Project (USAID-HIPP)  
 

Deloitte Consulting Overseas Projects - HIPP 
Tiflis Business Centre, 13th  Floor 

11 Apakidze Street 
Tbilisi 0171, Georgia 

 

 


