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Georgia has put a lot of efforts to approximate its practice to European Union. Special
attention has to be paid to the Association Agreement between the European Union and
Georgia, which was signed in 2014. According to this agreement Georgia took a lot of
obligations, including approximation of indirect taxes.

The system of Value Added Tax of the European Union has a very long history. Crucial
role for developing European Value Added Tax system was played by the Court of Justice of
European Union. The changes made in the Directives was caused by the need to make the
system more improved and by the need of Developing the common market in the European
Union.

Even though European Value Added Tax has a demonstrated history of developing, some
divergencies still exist. To determine what constitutes a taxable transaction is crucial in order
to levy taxes from the goods or services provided by the taxable person acting as scuh. Only in
cases where a supply is taxable, the Value Added Tax directive is applicable. The case becomes
especially difficult, when the final consumer, who paid money to get goods or service, does
not exercise the right attributed from the contract.

The changes which is about to be made in the Georgian Tax code aims to establish and
develop the best European practice in Georgia. To achieve this objective, it is crucial to analyze

European practice, especially when it comes to taxable transactions in the field of the Value
Added Tax.

This research represents comparative study and aims to compare the recent rules in
Georgian Tax Code to the Sixth Council Directive of the Value Added Tax and see the
differences and similarities. Furthermore, the research aims to see the challenges Georgia will
face after the changes in the law, relating to the Value Added Tax, especially when there is no
Georgian court practice in this field, or the practice is so scare it is really hard to draw
conclusions.

For this purpose, the research will analyze the practice of the Court of Justice of the
European Union and the court practice developed by the Constitutional Court of Georgia and
the courts of Georgia. At the end of the research there will be recommendations, relating both,
what should be taken into consideration in the process of changing the law and after the
changes will be made, what should be taken into account to reach the goal.
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