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From October 2020, certain companies operating in maritime and informational
technology sector, in case of meeting certain criteria, will have an opportunity to
benefit from significant tax incentives.

Specifically, according to the amendments made in tax code of Georgia in 2019 and
ordinance N619 of the Government of Georgia adopted in October 2020, a Georgian
enterprise, which performs Permitted Activity defined by an ordinance of
Government of Georgia and generates income solely from these activities, based on
the respective application, could be granted the status of an International Company
and benefit from certain tax incentives.

Below please find the details about:

Tax incentives applicable to an International Company

O O O\ Who is eligible to obtain the status

B of an International Company

What is considered as Permitted Activity
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[ax Incentives

Georgian enterprise which is granted the status of an International Company will
benefit from the following tax incentives:

Income received from employment in an International Company is subject to
tax at the rate of 5%.

&)

Dividend paid by an International Company is not subject to withholding tax
and is not included in the gross income of the recipient.

The corporate income tax (CIT) rate for an International Company is 5%
(however, as per the following point, the effective rate could be
significantly reduced or even be zero).

Z

If an entity having the status of an International Company incurs expenses in
Georgia on salary payments made to Georgian citizen resident employees
and/or scientific-research, project-design, and experimental-design work in the
field of activity(ies) permitted for an International Company, then it is allowed
to reduce the CIT base in the amount of such expenses, per the rules
established by the Minister of Finance of Georgia.

Qe

International Company is exempt from property tax (except for land) if that
property is used or intended to be used for the performance of Permitted
Activity;

(=]
)
)
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JrinCIpIe requirements for optaining the
Satus of aninternational Gompany

According to the ordinance of Government of Georgia, the status of an International
Company with respect to the given Permitted Activity can be granted to a Georgian
enterprise:

=]

@ a) which has at least 2 years of experience of carrying out Permitted Activity; or

=] b) Which is a representative of a non-resident enterprise in Georgia, if this non-
@ resident has at least 2 years of experience of carrying out the Permitted
Activity that is carried out by the Georgian enterprise; or

c) Whose shareholder (s), having more than 50% of shares in that Georgian
enterprise, individually (each entity separately) have at least 2 years of
experience of carrying out the Permitted Activity that is carried out by the
Georgian enterprise

2

Permitted activity within the status must be carried out in Georgia.
Accordingly, one of the main requirements is that the International

Company should undertake its core income generating activities in
Georgia, using appropriate human resources and incurring an adequate
amount of operating costs.
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1ypes of Permitted Actvity

1. The following activities determined under the code 58.2 of
“Georgian national classification of economic activities™:

1.1 Software Publishing;
1.2 Publishing of computer games;
1.3 Publishing of other software;
2. The following activities determined under the code 62 of
“Georgian national classification of economic activities”:
2.1 Computer programming, consultancy and related activities;
2.2 Computer programming activities;
2.3 Consultancy activities in the field of computer technology;
2.4 Computer facilities management activities;
‘ 2.5 Other information technology and computer service

activities;

Development and/or delivery of digital product, including
respective software support and provision of an updated
version;

Development and/or delivery of website;

Web Hosting, remote maintenance of software and hardware;

Provision of software and related updates;

Provision of images, texts and information to ensure access to
the database;

Remote administration of the system;
Online supply of allocated memory capacity;

. Access to or download of software (including procurement /
accounting software or antivirus software) and its updates;

. Banner ad blocking programs;
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1ypes of Permitted Actvity

12. Downloadable drivers, such as software that connects computers with peripheral devices
(such as printers);

13. Automatic online installation of filters on websites;
14. Automatic online installation of firewalls;
15. Commercial and technical services related to ship ownership provided by the shipowner and/or
provided to the shipowner, including:
15.1 Ship renting with or without a crew (bareboat charter);
15.2 Route planning and/or analysis;
15.3 Giving instructions to the ship’s captain on a route agreed with the freighter;
15.4 Calculation of laytime, Disbursement report analysis and management;

15.5 Managing the disputes related to cargo claims, commercial and legal issues and written
agreements on chartering;

15.6 Organizing new shipbuilding orders and / or the service of buying and selling used
ships;
15.7 Supervising the physical condition of the ship and/or supplying the ship with relevant
technical parts and / or food products;

15.8 Coordinating shipbuilding, ship docking and repairs, conducting inspections in
accordance with the requirements of industry regulators.

15.9 Ensure compliance of the ship with ISM Code on the Safe Operation of Ships and
Pollution Prevention, flag and port state control requirements and rules of classification
society.

Note: The activities provided for in subparagraphs 1-14 above shall

mean services rendered on the basis of a service contract.
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or
entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as
of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate
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professional advice after a thorough examination of the particular situation.
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