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PARTNER'S FOREWORD
Dear Clients and Friends,

2015 was a particularly fruitful year for Mgaloblishvili Kipiani Dzidziguri (MKD), and we have many exciting 

new things to present in this Annual Review. From strategic growth, attorney perspectives and client 

successes to developing practices: we want to share it all with you.

There is also much to celebrate in 2016: we will be celebrating 20 years of practice this year. We have 

worked hard, learnt much and come far since 1996, and we count ourselves as fortunate to have made so 

much progress with you—our faithful clients, partners and friends.

We hope you will enjoy reading this Annual Review 2015, and we look forward to another 20 years with 

your trust and co-operation.

Yours faithfully,

Archil Kbilashvili
Partner
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20 years of unrivalled experience

We are dedicated to guiding a full-service practice 
our clients every step of the way

Globally connected: we are the first point of contact for 
a number of leading international law firms and projects

Consider us as your extension in Georgia

MKD AT A GLANCE

Mgaloblishvili Kipiani Dzidziguri was awarded excellent results in 

various international research-based guides to the legal profession in 

2015, proof of the strength and prominence of the firm's expertise and 

performance in Georgia. 

We are delighted to share with you our most recent rankings; these 

reflect our clients' trust in our work, and encourage us to continue to 

strive to excel in delivering top-notch legal services.

CORE PRACTICES:

Ÿ Antitrust/Competition

Ÿ Banking, Finance, Capital Markets, Financial Services 
Regulation

Ÿ Corporate, M&A, Corporate Governance and Compliance

Ÿ Employment and Labor

Ÿ Environment and Regulatory

Ÿ Information Management and Data Protection

Ÿ International and Maritime Law

Ÿ Investment and Securities

Ÿ IP and Labor Law

Ÿ Litigation, Arbitration and Dispute Resolution

Ÿ Private Equity

Ÿ Public & Administrative Law

Ÿ Restructuring, Insolvency and Bankruptcy

Ÿ Tax and Customs

INDUSTRIES: 

Ÿ Aviation and Aerospace

Ÿ Communications, Media and Technology

Ÿ Construction

Ÿ Energy

Ÿ Environment

Ÿ Financial Institutions and Financial Services

Ÿ Industrial and Manufacturing

Ÿ Insurance

Ÿ Life Sciences and Health Care

Ÿ Media, Entertainment and Sports

Ÿ Mining and Natural Resources

Ÿ Privatization and PPP

Ÿ Real Estate

Ÿ Transport, Infrastructure

MKD RANKINGS 2015
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Georgia has immense energy resources, especially in the field of hydroelectric 

power generation, and the country is positioning itself as a future regional hub for 

renewable energy with a very high energy export potential. MKD's dedicated energy 

practice was developed to help multinational and state-owned energy companies, 

pipeline and transport companies, power producers and investors realize their 

projects in Georgia. 

MKD's professionals have extensive experience of advising on all aspects of energy 

law, particularly regarding corporate, regulatory and legislative issues, as well as in 

terms of litigation and other procedures and processes. 

In 2015, IFLR 1000—a guide to the world's leading financial and corporate law firms 

and lawyers—added Georgia to the list of countries covered by its 'Energy & 

Infrastructure' research project, and recognized MKD as one of the country's most 

high-ranking ('tier 1') law firms in the energy and infrastructure sectors.

ADVANCING MKD'S 
ENERGY PRACTICE  

In 2015, MKD was listed as a 'tier-1' 
Georgian law firm in IFLR 1000's 

Energy & Infrastructure guide

In 2015, we established a separate practice within MKD dedicated to represent-

ing private companies, for-profit and not-for-profit organizations, other entities 

and individuals before the Georgian government, state agencies and depart-

ments in matters relating to Georgian laws, regulations and policies. 

Companies in particular face many legislative and regulatory challenges in 

today's changing environment, but Georgia's path towards European integration 

has enabled businesses to address the Georgian authorities in a new way and to 

lobby for their interests in a more transparent manner.

MKD's public policy experts have the skills and reputation to ensure that our 

clients' views are given due consideration when public policy is being debated. 

Some of our team have held high-ranking elected, appointed and legal counsel 

positions within the government, and are able to give an insider's view on how 

legislation, regulations and decision-making processes affect businesses. 

We offer our clients a strategic and multi-disciplinary approach to dealing with the 

legislative and regulatory challenges they face. The experts of our Public Policy 

group work hand-in-hand with lawyers in other practice areas to provide MKD's 

clients with a full analysis of the legal, political, regulatory and business aspects of 

their issues. This approach strengthens our client advocacy before state deci-

sion-makers.

PUBLIC POLICY: NEW 
PRACTICE LAUNCHED 
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HIGHLIGHTED DEALS 
AND CASES OF 2015

Advising the ADB on local currency bond 

issues in Georgia

MKD advised the Asian Development Bank 

(ADB) regarding its issue of GEL 80 million of 

three-year bonds; these were payable in quar-

terly instalments at the weighted three-month 

average rate on certificates of deposit issued by 

the National Bank of Georgia.

MKD's work for the ADB adds to the firm's 

successful track record of advising international 

financial institutions on debt securities place-

ments.

98

Acting as legal counsel to the BSTDB on its 

first local currency bond issues in Georgia

MKD was delighted to be appointed, yet again, as 

advisor to the Black Sea Trade and Development 

Bank (BSTDB) in connection with the Bank's first-

ever bond issue in Georgian lari.

BSTDB's sale of bonds worth GEL 48 million 

(approximately USD 20 million) was the first local 

issue in any member country with the aim of 

making investments in the same currency.

We are delighted to have further developed our 

experience of advising international financial 

institutions on matters relating to the develop-

ment of the Georgian capital market and the 

country's overall economic development.

Advising investors on energy-related issues

MKD recently provided legal services to two 

different investment groups during their negotia-

tions with Georgia's Ministry of Energy. In one of 

these cases, the advice provided concerned 

building and operating thermal power stations in 

Georgia for the sale of electricity in the country. 

The other case involved purchasing an existing 

thermal power station.

Advising TAV Urban Georgia

MKD acted as legal counsel for TAV Urban 

Georgia during negotiations with United Airports 

of Georgia, a 100% state owned enterprise, over 

an amended version of a Build, Operate and 

Transfer (BOT) agreement. According to the new 

version of this agreement, TAV Urban Georgia 

will continue to operate Tbilisi International 

Airport through 2027. The agreement also 

foresees substantial investments in a PPP 

project, which includes the rehabilitation of Tbilisi 

International Airport's runways and taxiways as 

well as a four-stage plan for the development of 

the entire airport's infrastructure. 

These complex negotiations were successfully 

completed in May 2015, when the amended BOT 

agreement was signed.

A View of Tiflis (detail) by Nikanor Chernetsov, 1832
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Advising the BSTDB on providing an SME 

facility to KSB Bank

MKD also advised the Black Sea Trade and 

Development Bank (BSTDB) on the provision of a 

USD 5 million SME facility to Georgia's KSB 

Bank.

This three-year loan was issued to support small 

and medium enterprises (SMEs) in Georgia by 

facilitating their access to financing for industrial, 

agricultural and service-related purposes. 

Franchising

MKD strengthened its franchising practice 

throughout 2015, representing a wide range of 

i n t e r n a t i o n a l  c l i e n t s ,  b r a n d s  a n d 

franchisors—notably in the services and fashion 

& retail sectors. MKD's clients include Lipsy, 

Mothercare, Pandora, Tempur, Tesco, 5asec, 

etc. 

Legal representation included helping with initial 

legal documentation for new entrants as well as 

changes to applicable legal structures for 

previously established franchisors.

Working with a partner law firm to represent a 

Western European client during the acquisi-

tion of Georgia's largest chain of duty-free 

shops

The transaction involved an enhanced due 

diligence appraisal of a company running duty-

free shops at various border crossings, helping 

the client to draft acquisition documentation, 

setting up various corporate instruments, and 

registering the acquisition of shares with the 

competent authorities in Georgia.

Successfully defending the interests of an 

insurance company during court proceedings 

against the Roads Department

In 2015, MKD successfully represented an 

insurance company during court proceedings 

against the Roads Department of Georgia's 

Ministry of  Regional  Development and 

Infrastructure.

The Department had officially refused to accept a 

bank guarantee provided by MKD's client, 

claiming that it did not comply with state interests. 

Thanks to the work of MKD's attorneys, the 

Appellate Court, having considered the insur-

ance company's claim, overturned the Road 

Department's decision and ruled it as having 

been unjustified. This case illustrated the need for 

state bodies to be more accurate when issuing 

unjustified administrative acts which damage 

private business and the country's economy as a 

whole.

“We will remember the reasonableness at the fee 

negotiation stage, the complete and constant 

responsiveness throughout this deal, the 

practicality of the advice, the indefatigable effort, 

the obvious experience, and the clarity and 

amiability [of MKD’s advice].”
Quote from a Client

10

Representing the UK/Luxembourg-based 

Aerium Group during their disposal of a major 

real estate asset in Georgia

This transaction involved several months of 

negotiations with potential purchasers as well as 

the Georgian government (represented by the 

Ministry of Economy), since the property in 

question was subject to a multi-million investment 

obligation related to its development. 

The legal assistance MKD provided to Aerium 

included obtaining government consent concern-

ing various matters, assigning the prior invest-

ment obligations on to a new investor, and 

structuring the acquisitions and related docu-

mentation in order to successfully resolve the 

assets deal.  

Acting as legal counsel to the EBRD on local 

currency bond issues in Georgia

MKD adv ised  the  European  Bank  fo r 

Reconstruction and Development (EBRD) on 

matters concerning the bank's bond issue in 

Georgian lari.

Following an initial issue a year earlier, in 2015 

the EBRD's three-year bonds totalled GEL 25 

million; the bonds' yield matched the three-month 

rate on certificates of deposit issued by the 

National Bank of Georgia. 

Advising the BSTDB on allocating USD 23 

million loan facilities to Georgian finance 

organizations

MKD advised the Black Sea Trade and 

Development Bank (BSTDB) on allocating a USD 

10 million facility to  TBC Bank Georgia; a USD 6 

million loan facility to Credo LLC, a microfinance 

institution; and a loan of USD 7 million to FINCA 

Bank Georgia.

Partnership agreements between the BSTDB 

and various Georgian finance organizations were 

signed during the annual meeting of the BSTDB's 

Board of Governors, which itself took place 

during the BSTDB's regional business forum in 

Tbilisi in June 2015. 
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2015 saw Georgia hosting a number of high-profile events—proof of the growing interest of international 

companies and organizations in Georgia and its potential for getting business done. 

In May, the European Bank for Reconstruction and Development (EBRD) held its 24th Annual Meeting of 

the Board of Governors and Business Forum in Tbilisi, noting that “dynamic Georgia is a fitting backdrop 

for [this] exciting series of events.”

In June, the Black Sea Trade & Development Bank (BSTDB) held its Annual Meeting of the Board of 

Governors in Tbilisi, as well as a large regional business forum. 

Later, in October, the Georgian capital hosted the Silk Road Forum. Over 800 guests, including high-

ranking officials and businessmen, gathered to discuss the prospects of the New Silk Road project and 

how to make the best use of Georgia's transit potential.

MKD of course also took part in other important Georgia-related events, enabling us to keep abreast of 

current challenges and opportunities and to offer our clients the most proactive and practical legal 

solutions. In addition to taking part in the events mentioned above, Vakhtang Shevardnadze (one of 

MKD's partners) also acted as facilitator and speaker during a legal training session held by Ms Cherie 

Blair and Omnia Strategy LLP in Tbilisi; another MKD partner, Victor Kipiani, spoke at the XIVth 

International Forum of Corporate Lawyers and at an EBRD/NBG seminar in Tbilisi. MKD also organized a 

joint Dentons—MKD round table event in Moscow on investment opportunities in Georgia. 

Georgia—a destination for 
high-profile events in 2015

Georgia for investors

Georgia has Bilateral Investment Treaties (BITs) with: Armenia, Azerbaijan, Kazakhstan, Kyrgyzstan, 

Moldova, Turkmenistan, Ukraine, Uzbekistan, Austria, Belgium, Bulgaria, the Czech Republic, Estonia, 

Finland, France, Germany, Greece, Italy, Latvia, Lithuania, the Netherlands, Romania, Sweden, 

Luxemburg, the UK, China, Egypt, Iran, Israel, Turkey, Kuwait and the USA. Negotiations are underway to 

conclude bilateral treaties with a further 24 countries.

Georgia has Treaties on the Avoidance of Double Taxation (DTTs) with: Austria, Belgium, Bulgaria, the 

UK, Germany, Denmark, Estonia, Azerbaijan, Turkey, Turkmenistan, Iran, Sweden, India, Bahrain, 

Serbia, Kuwait, Japan, Ireland, Italy, Latvia, Lithuania, Luxemburg, Malta, the Czech Republic, 

Singapore, Armenia, Uzbekistan, Qatar, Switzerland, Hungary, Norway, San Marino, Croatia, Belarus, 

the Netherlands, Poland, Romania, Greece, France, Finland, Spain, Ukraine, China, Kazakhstan, the 

UAE, Israel, Slovakia, Egypt, Slovenia, Portugal and Iceland. 

In addition, Georgia has initialed DTTs with: Lebanon, Oman, Cyprus, Korea, Lichtenstein, Saudi Arabia 

and Morocco.

Georgian legislation provides for a choice of governing law, as well as a forum for dispute resolution. The 

choice of law is valid to the extent that it does not contradict the imperative requirements of Georgian 

legislation. Furthermore, the Georgian courts acknowledge and enforce foreign court judgments, as well 

as arbitral awards.

The Silk Road
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Georgia for investors
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legislation. Furthermore, the Georgian courts acknowledge and enforce foreign court judgments, as well 

as arbitral awards.

The Silk Road
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Silk RoadSilk Road

The Great Silk Road, linking Asia with Europe 

since the second century BC, was the main 

route along which Chinese silk was exported.

Geopolitical changes led to a constant 

development of alternative routes. Increased 

tensions between the Byzantine and Persian 

empires, for example, led the caravans with their 

loads of precious silk to Georgia, passing below 

the towering mountains of the Caucasus, 

onwards to the Black Sea and beyond.

As one of the earliest stimulants of global trade, 

the Silk Road was also a catalyst for cultural and 

diplomatic exchanges, as well as for the 

dissemination of many different religions.

In 1993, Georgia and seven other countries 

launched the Transport Corridor Europe-

Caucasus-Asia (TRACECA) programme,  

inspired by the possibility of reviving one of the 

most important routes of the Great Silk Road by 

developing a transport corridor stretching from 

Europe across the Black Sea, through the 

Caucasus, across the Caspian Sea and on into 

the heart of Central Asia.

The Great Silk Road project came to life in 2006, 

when the Baku-Tbilisi-Ceyhan and the South 

Caucasus Pipelines were put into operation, 

linking Azerbaijan on the Caspian Sea to 

Turkey's Mediterranean coast through Georgia.

In 2015, building upon China's New Silk Road 

init iat ive, the governments of Georgia, 

Azerbaijan, Kazakhstan and Turkey reached an 

agreement which foresees the creation of a 

Trans-Caspian International Transport Route 

(TITR). This new route will enable freight trains 

from China to reach Europe in less than 14 days, 

once again underlining Georgia's strategic 

position on the shortest route between the two 

and as a vital transit link between Europe and 

Asia.
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INSIGHTS

Regulating 
unmanned 
and remotely 
piloted aircraft 
systems

In 2015, the Georgian National Civil Aviation 

Agency  joined the Joint Authorities for 

R u l e m a k i n g  o n  U n m a n n e d  S y s t e m s 

(JARUS)—a group of experts from national 

aviation authorities and regional aviation safety 

organizations whose purpose is to recommend a 

single set of technical, safety and operational 

requirements for the certification and safe 

integration of Unmanned Aircraft Systems (UAS) 

into airspace and at aerodromes. JARUS does 

not, however, draft laws or mandatory rules: it is 

up to its members (i.e. national civil aviation 

authorities) to decide how to apply JARUS's 

recommendations. As a global organization, 

JARUS is at the heart of EU efforts to regulate 

UAS and Remotely Piloted Aircraft Systems 

(RPAS). 

The Georgian National Civil Aviation Agency set 

out an initial series of UAS/RPAS regulations in 

2015 with the introduction of interim rules for 

unmanned aircraft (drone) operators. The 

Agency's interim regulations are based on those 

of the European Aviation Safety Agency (EASA), 

and contain a basic series of rules designed to 

ensure the safe operation of drones: the latter 

are, for example, forbidden to fly in cities, streets, 

parks, restricted airspaces, populated areas and 

close to airports (within 5,500 metres), and the 

use of drones for unlawful purposes is prohibited.

Acknowledging the increasing importance of 

UAS/RPAS in aviation, the amendments added 

to Georgia's Air Code in December 2015 call for 

the Georgian National Civil Aviation Agency to 

draft and adopt a normative act regulating the 

registration and operation of UAS/RPAS by 1 

September 2016.

By Mariam Antia
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Positive developments in 
Georgia’s arbitration laws

In March 2015, the Georgian parliament passed 

important amendments to the Law on Arbitration 

('Law') and Civil Procedure Code ('Code'). The 

changes sought the further harmonisation of the 

Georgian arbitration laws with the UNCITRAL 

Model Law, as well as the elimination of past 

shortcomings, and support for the promotion and 

development of arbitration as an alternative 

mechanism for dispute resolution. As a result of 

the recent amendments, the Georgian legal 

system offers the best ADR services available in 

the Caucasus region. 

The amendments introduced significant changes 

to the Law and Code, all of which bring the 

Georgian legislat ion closer to the best 

international standards. The most meaningful 

changes are:

Ÿ The law now allows ad hoc arbitration while 

the earlier existing regulations only allowed resort 

to permanent arbitration institutions.

Ÿ The law removes the requirement to have 

arbitration agreements between natural persons 

to be co-signed by their attorneys or to be certified 

by notaries.

Ÿ The bill has fixed the shortcoming related to 

the vague rules on delivery of arbitration notices. 

Now the standard rules of notice prescribed by 

the Code are applied to arbitrations.

Ÿ Significantly, the Georgian law now provides 

for mandatory stays of court proceedings at the 

request of a party to the arbitration agreement. It 

means that now the courts are not only required 

to stop proceedings when arbitration has already 

commenced, but also when such proceedings 

have not been initiated but there is a binding 

arbitration agreement in the contract. In such a 

case, the court directs the parties to arbitration. 

Before the amendment there were many cases 

when the parties had two parallel disputes – one 

before foreign arbitration panel and another 

before the Georgian Courts – until the moment 

when the party selecting to arbitrate would 

provide the evidence regarding the ongoing 

arbitration proceedings.

Ÿ There are now reduced and fixed court fees 

for recognition and enforcement of arbitral 

awards of GEL 150 instead of 3% of the disputed 

value, which often amounted to doubling the 

arbitration costs for the parties. The same applies 

to the interim measures adopted by arbitration 

institutions – the fixed fee for recognition of 

foreign interim measures amounts to GEL 50 for 

natural and GEL 150 for legal persons.

Ÿ The law now provides effective tools for 

securing the claim – interim measures are now 

available for the parties to the arbitration in a 

more facilitated manner. The bill removes the ban 

on interlocutory measures, such as putting a lien 

on the respondent's property before filing an 

arbitration notice, to ensure that claimants in 

arbitration are entitled to use effective tools to 

secure the enforcement of the arbitral award. 

This approach mirrors the practice available 

before the Georgian courts.

Ÿ The bill changes the arbitral tribunal's 

obligation to grant interim measures and allows 

the arbitrators discretion to do so. It also 

abolishes the requirement for enforcement of the 

order of interim measures solely by the courts by 

granting the arbitral tribunal the freedom to 

decide on the ways of enforcement of such 

awards independently. The exclusion is when the 

nature of the interim measure mandates 

enforcement by the courts according to an 

express provision of the applicable law. This rule 

is applicable to the interim measures adopted by 

foreign arbitration tribunals when such interim 

measures are enforceable in Georgia.

Ÿ Under the new rules, the grounds for refusal of 

recognition and enforcement of arbitration 

awards are set out in clear terms and are brought 

into line with the Model Law and the rules 

prescribed by the New York Convention on 

Recognition and Enforcement of Foreign Arbitral 

Awards.

Ÿ Before introducing the recent changes, the 

Georgian legislation was quite vague about the 

time limit for rendering a decision on recognition 

and enforcement applications. According to the 

practice applied by the courts, foreign arbitral 

awards were recognised and enforced within 6 

months of the filing of the application. Under the 

recent amendments, the Code now sets a fixed 

term of 30 days for ruling on such applications.

Despi te  there be ing space for  fur ther 

improvement of the arbitration regime in Georgia, 

the country has demonstrated a genuine 

willingness to explore its potential as a regional 

centre for commercial arbitration, and hopes to 

become a regional hub in the Caucasus-Black 

Sea-Caspian Region. 

The Georgian legal system has much to offer, 

both to  fore ign investors and to local 

businesspeople preferring to resolve disputes 

through alternative mechanisms that are less 

costly and less time-consuming than litigation. 

Moreover, the legal framework in Georgia is quite 

favourable for parties holding arbitral awards who 

wish to enforce against property in Georgia, or 

against goods transiting through the seaports, 

highways and railroads of the Caucasian 

gateway between Europe and Asia.

By Sandro Samadbegishvili

“Being aggressive in business litigation and arbitration, 

MKD lawyers create opportunities for solutions 

to problems in mediation and conciliation.”

Quote from a Client

2120
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Georgia—An energy bridge

By David Archvadze

Georgia's energy policy

Georgia has immense potential in the energy 

sector, particularly due to its vast and largely 

untapped hydroelectric resources. 

Of the 26,000 rivers in Georgia capable of 

generating renewable energy (of 20 terawatt/h) 

from hydro power stations, only about 20 percent 

of rivers are being used in this way.

Over the past 10-15 years, the Georgian 

government has paid close attention to the 

development of the country's energy sector, 

particularly to its hydro resources. Now 

authorities have targeted this area as one of the 

main focus directions as a way to boost the 

national economy.

The Government's long-term policy in the energy 

sector is to attract new Foreign Direct 

Investments (FDI) to fund the construction of new 

hydro power plants. By doing this, Georgia will be 

able to satisfy the energy demands of the 

country's own people and potentially sell the 

excess energy to neighbouring nations.

Currently Georgia produced its own gas but still 

imported gas from nearby neighbours. The 

country aims to be less dependent on its gas 

suppliers and generate more of its own electricity. 

The high potential to generate hydroelectric 

power and the increasing regional gas demands 

have led the Georgian Government to establish 

the following principle in its energy policy:

Ÿ Rehabilitate existing infrastructure, connect 

energy systems from neighbouring states;

Ÿ Construct new transmission lines and 

substations; and

Ÿ Export surplus electricity generated by the 

new and renovated power plants, and earn a 

financial return that will support the economy.

Positive results in the energy sector, particularly 

in hydro power, are the consequence of a long-

term and sensible policy. There are now 13 

generating licence holders in Georgia and 25 

small power plants are operating. Of these, only 

Engurhesi LLC and Vardnihesi LLC are owned by 

the state.

The total capacity of the country is 3,300 MW and 

the annual electro power generation reaches 10 

billion kW/h. 

Around 90 percent of local demand is satisfied 

using existing power plants however Georgia 

must still import gas from abroad, particularly in 

the cold, winter months. This is expected to 

increase to 100 percent when new power plans 

start operating. 

Georgia made many significant achievements in 

the energy sector between 2012 and 2015, 

particularly in the hydro power area. Some of 

these achievement include:

Ÿ Sixty Memorandums of Understanding (MoU) 

were signed with investors to implement 88 

projects, with a total investment of $2.4 billion 

USD in the country. These projects would 

generate 1,600 MW aggregate capacity;

Ÿ Ten hydro power plants started operating (157 

MW capacity) and the investment in these 

projects amounted to $264.4 million.

Ÿ The Debeda (3 MW) and Dariali (108 MW) 

hydro power plants will begin functioning at the 

end of this year. Their combined capacity is more 

4. Improving the ease and safety of power transit 

through Georgia.

In Georgia the existing transmission network is 

used for in-system and intersystem electricity 

transit.

Ÿ Transit customers (i.e. those interested in 

electricity transit through Georgia) are obliged to 

obtain a technical support agreement from the 

dispatch licensee (Georgian State Electro 

System);

Ÿ No regulatory fee for electricity transit is 

charged;

Ÿ Transit of electricity is carried out without any 

licence; and 

Ÿ Tariffs established by the regulatory 

committee do not apply to electricity transmission 

and dispatch services rendered for electricity 

transit.

Georgia – a country utilising its potential as a 

regional energy bridge 

The transit potential of Georgia in respect of its 

energy sector is quite high, and harnessing this 

potential has strategic importance for the country. 

Construction of a 500/400 high-voltage power 

transmission line (the Black Sea Power 

Transmission Line) between Georgia and Turkey 

and financed by international financial institutions 

KFW, EBRD and EIB, was started in 2010 and 

finished in December 2013. The total cost of the 

project amounted to €260 million. 

The logical continuation of this project is the 

establishment of a common network with Russia, 

Azerbaijan and Armenia to create a regional 

energy market providing free cross-border 

transmission of electric power. 

At present Georgia has finished constructing a 

500 KW transmission line with Azerbaijan and 

rehabilitating a 500 KW transmission line with 

Russia. The 500 KW transmission line with 

Armenia is still being built. At the same time, the 

Marneuli high-voltage substation has been 

constructed, which will contribute to the transit of 

power to Armenia and Azerbaijan. These 

transmission lines make it possible to connect the 

power systems of countries in the South 

Caucasus. 

Through these projects, Georgia is establishing 

itself as an important energy transit country, 

being an “energy bridge” that ensures growth in 

electricity trading in the region.

than 110 MW and the amount invested in the 

project exceeds $110 million.

Ÿ Several large energy projects started in 2015, 

including the Nenskra ($1.2 billion), Khudonhesi 

($1.5 billion) and Tskhenistskali ($732 million) 

power plant cascade. 

Ÿ A thermal power plant with 230 MW capacity 

started operating in 2015 in Gardabani and 

investments made in the oil and gas sector 

reached $216 million.

Ÿ About $500 million was directly invested in 

Georgia's energy sector, which was about 15 

percent of the total investments made in the 

country.

What steps has Georgia taken to realize its 

energy potential?

All these achievements were the result of 

concrete measures taken in the country, 

including law-making by both legislative and 

executive authorities. In particular:

1. The hydro power market is liberal and 

deregulated.

Ÿ There are only four types of licences – 

production, transmission, dispatching and 

distribution - and these can be issued easily, 

quickly and without any bureaucratic obstacles;

Ÿ Small hydro power plants of less than 13 MW 

require no production licence; and 

Ÿ Hydro power stations built after August 1, 

2008 enjoy deregulated tariffs for production and 

have the right to trade electricity on those tariffs. 

2. Georgia has a large and untapped hydro power 

potential. The use of this defines the main 

priorities of the country's energy policy.

3. According to the World Bank's Ease of Doing 

Business 2016 rating, Georgia advanced by eight 

points in the availability of electricity and was 

ranked 62nd among 189 countries. Georgia now 

holds the second leading position in the region 

behind Turkey but ahead of Belarus, Armenia, 

Bulgaria, Azerbaijan and Romania and it 

surpasses the region's average rate of 32 points. 

Access to electricity was the result of:

Ÿ Simplifying access to the distribution network;

Ÿ Reducing the distribution network connection 

fee; and

Ÿ Adopting and approving 'network rules' as a 

result of reforms in the electricity sector.

According to the World Bank, on average four 

procedures and 71 days are needed to gain 

access to electricity in Georgia, which makes 

Georgia the fastest country in the region after 

Turkey in this regard.
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Turkey in this regard.



involving not only financial institutions (and other 

traditional players) but also lawyers, whose air of 

legitimacy makes them “ideal” professional 

intermediaries for converting funds derived from 

illicit activities.

In response to the current trends in the detection 

of money-laundering, Georgia supports the 

concept of “gatekeeping” in the legislative context 

and places reporting obligations upon certain 

professions (e.g. accountants, auditors and 

lawyers). According to Georgia's Law on 

Facilitating the Prevention of Illicit Income 

Legalization (hereafter referred to as “the Law”), 

legal professionals are on the list of 

persons who have the obligation to 

carry out monitoring — i.e. identifying and 

registering information on transactions and their 

parties and submitting this information to 

Georgia's Financial Monitoring Service (FMS). 

The task of supervising this monitoring function 

belongs to the Georgian Bar Association (GBA).

Implementation issues 

The Law imposes a monitoring requirement upon 

lawyers when they carry out suspicious 

transactions on behalf of clients in the following 

areas of activity: 

Ÿ buying and selling real estate; 

Ÿ managing client funds, securities or other 

assets; 

Ÿ managing bank savings or securit ies 

accounts; 

Ÿ organizing contributions for the creation, 

operation or management of companies; or 

Ÿ buying and selling business entities (shares). 

Regardless of its amount or type, a transaction is 

considered “suspicious” where there are 

The role of lawyers in 
preventing money laundering: 
Is a reporting requirement 
appropriate?

reasonable grounds to suspect that it is being 

executed to launder illicit income, that the assets 

which the transaction involves are the proceeds 

of criminal activity, or that the transaction was 

ordered for the purpose of financing terrorism. 

In addition, the Law imposes upon lawyers a 

requirement to permanently monitor their 

business relationships with clients; this includes 

recording information on clients, updating 

existing identification data, and scrutinizing 

transactions in order to establish whether they 

are consistent with the firm's knowledge of 

clients, their business activities and, when 

necessary, the source of assets (including 

funds). If a lawyer has doubts concerning the 

authenticity of identification data, or if a client 

cannot be identified, the lawyer is bound to inform 

the GBA, which will in turn ensure that a warning 

is sent to the FMS.

The Law further states that lawyers must submit 

reports on transactions subject to monitoring in 

cases which do not contradict the principle of 

professional secrecy. The same is established by 

Georgia's Law on Advocates, which obliges 

lawyers to only meet reporting requirements if the 

requirement does not violate the principle of 

confidentiality, enshrined in the legislation which 

regulates the work of lawyers. According to 

current legislation, however, a violation of 

professional secrecy by a lawyer shall 

result in the liability foreseen under 

Georgia's Law on Advocates or Code 

of Professional Ethics. 

This provision appears to be in conflict with the 

Law on Facilitating the Prevention of Illicit Income 

Legalization, which seeks to give lawyers legal 

protection from liability for breaching any 

restriction on the disclosure of information 

imposed by contracts or normative acts (except in 

cases when Georgia's Criminal Code holds that a 

crime has been committed). 

Ethical Duties vs. the Gatekeeper Initiative: a 

challenge for the legal profession

Based on all the above, the reporting requirement 

appears to be of specific concern to lawyers as 

independent professional advisors to whom the 

privacy of their dealings with clients is paramount. 

A lawyer-client relationship is highly fiduciary, 

delicate and confidential in nature. It requires a 

high standard of conduct, and demands the 

utmost fidelity, fairness and good faith. This 

re la t i onsh ip  — and  a l l  i t  en ta i l s  and 

demands—exists from the very first moment a 

client consults a lawyer for legal advice. The 

objection of lawyers to the “gatekeeper” initiative 

is grounded in the well-established legal principle 

that communications between lawyer and client 

are privileged. This principle prevents lawyers 

from reporting any communication received in 

confidence from their clients, unless the client's 

prior consent has been obtained. So-called 

“gatekeeper” legislation imposes upon lawyers 

the obligation to report “suspicious transactions” 

for the purpose of controlling money laundering, 

yet in doing so it severely impairs their ability to 

uphold the rule of law and bring about a more 

democratic society. Whilst it is of course vitally 

important to seek to eradicate money laundering, 

lawyers should instead be allowed to play this 

more important role.

Needless to mention, that the lawyer-client 

privilege rule is not absolute and it does not 

extend to the announced intention of a client to 

commit a crime. 

“Throughout our relationship and on each matter 

I seek [MKD’s] counsel, they have always 

delivered excellent service and stellar advice.”

Quote from a Client, IFLR 1000, 2015

By Tamara Tkeshelashvili

Banks and financial institutions are traditionally 

known as the main actors in the fight against 

money laundering, and making them responsible 

for reporting is therefore the norm among anti-

money- launder ing procedures in many 

jurisdictions, including Georgia. The modern 

trend in money laundering finds criminals 
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Limiting the authority of directors 
in relation to third parties

The powers of directors are frequently subject to 

limitations. The partners of an entity can 

circumscribe the managerial authority of 

directors by imposing financial thresholds, by 

requiring the approval of higher authorities, or by 

imposing other kinds of restriction. 

Limitations provide partners with a guarantee that 

directors shall not exceed what they are 

empowered to do. Given the vital importance of 

this guarantee, to what extent are limits to the 

decision-making powers of directors enforceable 

against third parties? 

According to Article 9(4) of Georgia's Law on 

Entrepreneurs dated 28 October 1994 (hereafter 

referred to as the Law on Entrepreneurs),  'if at 

the moment of signing the agreement a 

contracting partner knows about restrictions on 

the business entity's management powers, the 

represented business entity may declare the 

transaction null and void'.

The crucial point here is under what circum-

stances the contracting party is deemed to 'know 

about restrictions'. According to Article 7 of the 

Law on Entrepreneurs, data recorded in the 

Entrepreneurial Registry is public and accessible 

electronically, free of charge. Any person can 

search the electronic database and identify 

whether there are limitations to managerial 

authority.

Given the accessibility and transparency of this 

registry, are contracting parties required to show 

prudence at all times and check the registration 

data of business entities in order to identify any 

limitations which might affect a transaction?

One argument posits that, since the registration 

data are publicly accessible, the contracting party 

would need to identify, at its own initiative, 

whether such limitations exist. This conclusion is 

somewhat supported by Georgia's Supreme 

Court, which in one of its decisions (2014) ruled 

that 'the managerial authorities of the entity can 

be subject to limitation by establishing necessary 

approval of the supervisory body. Such rule of the 

management can be provided by the internal 

regulations of the entity. If this is the case, the 

contracting party must become interested upon 

executing transaction whether director has the 

authority to conclude this agreement and if 

assured that he/she does not have relevant 

authorities to sign agreement, [the contracting 
1party] must request the necessary approval.

Although the Supreme Court made this decision 

in 2014, it actually concerned legal relations 

which took place in the early 2000s, and even 

though it was based on earlier practices 

developed in 2003, the Court in effect ruled on a 

law which is no longer in force. It is therefore not 

completely clear what the Court's stance would 

be today, but the dictum of the Court which holds 

that 'the contracting party must become 

interested' in the powers of other entities' 

directors persists. 

According to the contrary argument, the condition 

that the contracting party 'knows about 

restrictions' does not necessarily mean that the 

contracting party needs to conduct due diligence 

every time it engages in a contract with another 

entity. This would have increased the complexity 

of civil transactions, and would have imposed 

unjustified burdens on third parties.

This position was expressly supported by the 
2Constitutional Court in its 2014 decision . The 

main points of the Court's reasoning were as 

follows:

Ÿ Third parties entering into a legal 

relationship with other entities are 

not required to examine the 

corporate documents of these 

other entities;

Ÿ The fact that the charters and other corporate 

documents of the other entities are publicly 

accessible does not mean that the contracting 

party knew about the limitations of authority;

1Chamber of Civil Cases, Supreme Court of Georgia, Case N AS-495-471-2013, March 25, 2014
2First Collegiate of Constitutional Court of Georgia, Decision N 1/1/543, January 29, 2014        

Ÿ The term 'knows about restrictions' refers to 

circumstances where the contracting party was 

informed of limitations (e.g. an entity itself or the 

partners of a company have informed the 

contracting party of limitations to the director's 

authority);

Ÿ  Deriving from the interests of stability of civil 

circulation and good faith contractor, unless 

proved otherwise, it must be presumed that the 

contracting party was not aware of limitations. 

The reasoning of the Constitutional Court was not 

given in its final decision (resolute part) which 

concerned a different topic of limitation period. 

The Court's decision nevertheless gave a more 

detailed explanation of existing rules. 

Given these divergent approaches, there is no 

uniformly acceptable interpretation. It is more 

probable that limitations to the powers of 

representatives (even if set out in an entity's 

charter or regulations) will not, in most case, be 

enforceable in relation to third parties unless 

these were expressly notified or otherwise 

informed of these limitations. A contrary 

in terpre ta t ion would  have excess ive ly 

complicated civil transactions, increasing their 

cost and duration as well as the effort needed.

This analysis shows that including limitations to 

the authority of directors in corporate documents 

does not provide an adequate guarantee in terms 

of protection. Since the ultra vires decisions of 

directors are difficult to enforce against third 

parties, companies are advised to exercise more 

oversight over managerial activities.
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vehicle had been seized by Georgia's Revenue 

Service due to the fact that it was registered in the 

name of another person who was in debt to the 

Revenue Service. 

The moment at which the right of ownership over 

a vehicle may be acquired was initially addressed 

by the Chamber of Civil Cases of Tbilisi's 

Appellate Court. In particular, the Appellate Court 

stated that Articles 148 and 149 of Georgia's Civil 
1Code  should be extended to, among others, 

vehicles, and that vehicles (as a movable asset) 

should be subjected to the same legal regime in 

terms of the transfer of an ownership title as was 

applicable to other movable assets. The 

Appellate Court referred to Article 186 of the Civil 
2Code , and stressed that two preconditions 

needed to be met in order to acquire ownership 

over a movable asset—viz.:

Ÿ the validity and legitimacy of a claim of 

ownership; and

Ÿ transfer of a thing (as defined in paragraph 2 of 

Article 186 of the Civil Code). 

The same position has been upheld by the 

Chamber of Civil Cases of Georgia's Supreme 

Court. In particular, according to the Supreme 

Court, the procedure by which ownership of a 

movable asset is acquired was established by 

Article 186 of the Civil Code, and requires a valid 

right for the asset to be transferred. The court 

further underlined that what constitutes the 

transfer of an asset was clarified in paragraph 2 of 

Article 186, according to which the ownership of 

an asset is deemed to have been transferred if 

either of the following actions has occurred:

Ÿ an asset is transferred into the direct 

possession of an acquirer;

Is “your” vehicle really yours?

Ÿ an asset is transferred into the indirect 

possession of an acquirer by a contract whereas 

the previous owner might remain the direct 

possessor; or

Ÿ an acquirer is granted the right to claim 

possession from a third person.

Accordingly, the Supreme Court found that, in the 

case at hand, ownership was indeed transferred 

based upon the fact that the vehicle in question 

was transferred into the acquirer's direct 

possession based upon a valid right, despite the 

fact that the vehicle was not registered in the 

name of the acquirer. 

Furthermore, the Supreme Court referred to an 

earlier ruling of 27 October 2011 regarding Case 

No. as-914-954-2011 which led to a consistent 

court practice to this effect. 

According to this ruling, the grounds for 

acquisi t ion of an ownership r ight were 

established by the Civil Code, the latter 

differentiating between legal regimes for 

acquisition of ownership over movable and 

immovable assets. Accordingly, the grounds for 

acquisition of ownership over movable assets 

provided for by Articles 186—197 of the Civil 

Code should be applied to all movable assets 

(including vehicles), yet a mandatory registration 

was not among such grounds. 

The ruling made reference to Georgia's Law on 

Road Traffic Safety, dated 28 May 1999, and 

stressed that, despite the fact that the above law 

established a mandatory registration for vehicles, 

such registration did not constitute a ground for 

acquisition of ownership over vehicles. In 

particular, registration was solely a legal ground 

for ensuring road traffic safety, and therefore 

belonged to the field of administrative law.

In addition to quoting the above ruling, the 

Supreme Court underlined that the mandatory 

registration of vehicles should be considered 

within the ambit of public legislation, meaning that 

the Law on Road Traffic Safety did not introduce 

any additional precondition for acquiring 

ownership over vehicles. In other words, a 

mandatory registration was not required for 

acquiring ownership over vehicles.

This important clarification provided by the 

Supreme Court is very significant for legal 

practice, and must be taken into account when 

conducting legal due diligence. In particular, a 

certificate establishing the legal status of a 

mechanical vehicle (covering, upon request, 

mechanical vehicles owned by this or that 

person) obtained for a company may not reflect 

the real picture, and therefore cannot be relied 

upon without a reservation that the vehicles 

included in the certificate may not be owned by 

the company despite the fact that they are 

registered in its name. 

At the same time, it should be noted that, as from 

1 March 2014, the Law on Road Traffic Safety 

has been declared null and void, and has been 

replaced by Georgia's Law on Road Traffic, dated 

24 December 2013.

Pursuant to Article 53.12 of this Law on Road 

Traffic, the grounds, among others, for the 

registration or cancellation of registration of 

vehicles as well as the rules for such registration 

and cancellation are established by the Order of 

Georgia's Minister of the Interior on the 

Registration of Vehicles and the Cancellation of 

such Registration. This Order should have been 

issued prior to 1 July 2014, but is still not in place. 

Meanwhile, Order No. 150 of Georgia's Minister 

of the Interior on Rules regarding the Mandatory 

Registration of Mechanical Vehicles, dated 31 

January 2007, applies. According to this Order, 

ownership over a mechanical vehicle (except in 

exceptional cases provided for by Georgian 

legislation) acquires legal force from the moment 

it is registered with the Ministry of the Interior's 

Service Agency (a legal entity of public law), but 

this does not seem to be enforceable bearing in 

mind the important clarification made by the 

Supreme Court mentioned above.

By Natalia Babakishvili

 1Under Article 148 of the Civil Code, an asset may be either movable or immovable, and pursuant to Article 149 of the same Code, 
immovable assets include a plot of land with its subsoil minerals, the plants growing on the land, and buildings and other structures 
firmly attached to the land. 

 2Under Article 186.1 of the Civil Code, the transfer of ownership of a movable asset shall require the transfer of the asset by the owner 
to the acquirer based upon a valid right.

“Business-oriented, with excellent local knowledge.”

Quote from a Client, Chambers Europe, 2015

In a judgment adopted on 5 December 2014 in 

relation to Case No. as-658-625-2014, the 

Chamber of Civil Cases of Georgia's Supreme 

Court provided an important clarification with 

respect to, among others, the moment at which 

the right of ownership over a vehicle may be 

acquired. 

The dispute was initiated by a person whose 

2928



vehicle had been seized by Georgia's Revenue 

Service due to the fact that it was registered in the 

name of another person who was in debt to the 

Revenue Service. 

The moment at which the right of ownership over 

a vehicle may be acquired was initially addressed 

by the Chamber of Civil Cases of Tbilisi's 

Appellate Court. In particular, the Appellate Court 

stated that Articles 148 and 149 of Georgia's Civil 
1Code  should be extended to, among others, 

vehicles, and that vehicles (as a movable asset) 

should be subjected to the same legal regime in 

terms of the transfer of an ownership title as was 

applicable to other movable assets. The 

Appellate Court referred to Article 186 of the Civil 
2Code , and stressed that two preconditions 

needed to be met in order to acquire ownership 

over a movable asset—viz.:

Ÿ the validity and legitimacy of a claim of 

ownership; and

Ÿ transfer of a thing (as defined in paragraph 2 of 

Article 186 of the Civil Code). 

The same position has been upheld by the 

Chamber of Civil Cases of Georgia's Supreme 

Court. In particular, according to the Supreme 

Court, the procedure by which ownership of a 

movable asset is acquired was established by 

Article 186 of the Civil Code, and requires a valid 

right for the asset to be transferred. The court 

further underlined that what constitutes the 

transfer of an asset was clarified in paragraph 2 of 

Article 186, according to which the ownership of 

an asset is deemed to have been transferred if 

either of the following actions has occurred:

Ÿ an asset is transferred into the direct 

possession of an acquirer;

Is “your” vehicle really yours?

Ÿ an asset is transferred into the indirect 

possession of an acquirer by a contract whereas 

the previous owner might remain the direct 

possessor; or

Ÿ an acquirer is granted the right to claim 

possession from a third person.

Accordingly, the Supreme Court found that, in the 

case at hand, ownership was indeed transferred 

based upon the fact that the vehicle in question 

was transferred into the acquirer's direct 

possession based upon a valid right, despite the 

fact that the vehicle was not registered in the 

name of the acquirer. 

Furthermore, the Supreme Court referred to an 

earlier ruling of 27 October 2011 regarding Case 

No. as-914-954-2011 which led to a consistent 

court practice to this effect. 

According to this ruling, the grounds for 

acquisi t ion of an ownership r ight were 

established by the Civil Code, the latter 

differentiating between legal regimes for 

acquisition of ownership over movable and 

immovable assets. Accordingly, the grounds for 

acquisition of ownership over movable assets 

provided for by Articles 186—197 of the Civil 

Code should be applied to all movable assets 

(including vehicles), yet a mandatory registration 

was not among such grounds. 

The ruling made reference to Georgia's Law on 

Road Traffic Safety, dated 28 May 1999, and 

stressed that, despite the fact that the above law 

established a mandatory registration for vehicles, 

such registration did not constitute a ground for 

acquisition of ownership over vehicles. In 

particular, registration was solely a legal ground 

for ensuring road traffic safety, and therefore 

belonged to the field of administrative law.

In addition to quoting the above ruling, the 

Supreme Court underlined that the mandatory 

registration of vehicles should be considered 

within the ambit of public legislation, meaning that 

the Law on Road Traffic Safety did not introduce 

any additional precondition for acquiring 

ownership over vehicles. In other words, a 

mandatory registration was not required for 

acquiring ownership over vehicles.

This important clarification provided by the 

Supreme Court is very significant for legal 

practice, and must be taken into account when 

conducting legal due diligence. In particular, a 

certificate establishing the legal status of a 

mechanical vehicle (covering, upon request, 

mechanical vehicles owned by this or that 

person) obtained for a company may not reflect 

the real picture, and therefore cannot be relied 

upon without a reservation that the vehicles 

included in the certificate may not be owned by 

the company despite the fact that they are 

registered in its name. 

At the same time, it should be noted that, as from 

1 March 2014, the Law on Road Traffic Safety 

has been declared null and void, and has been 

replaced by Georgia's Law on Road Traffic, dated 

24 December 2013.

Pursuant to Article 53.12 of this Law on Road 

Traffic, the grounds, among others, for the 

registration or cancellation of registration of 

vehicles as well as the rules for such registration 

and cancellation are established by the Order of 

Georgia's Minister of the Interior on the 

Registration of Vehicles and the Cancellation of 

such Registration. This Order should have been 

issued prior to 1 July 2014, but is still not in place. 

Meanwhile, Order No. 150 of Georgia's Minister 

of the Interior on Rules regarding the Mandatory 

Registration of Mechanical Vehicles, dated 31 

January 2007, applies. According to this Order, 

ownership over a mechanical vehicle (except in 

exceptional cases provided for by Georgian 

legislation) acquires legal force from the moment 

it is registered with the Ministry of the Interior's 

Service Agency (a legal entity of public law), but 

this does not seem to be enforceable bearing in 

mind the important clarification made by the 

Supreme Court mentioned above.

By Natalia Babakishvili

 1Under Article 148 of the Civil Code, an asset may be either movable or immovable, and pursuant to Article 149 of the same Code, 
immovable assets include a plot of land with its subsoil minerals, the plants growing on the land, and buildings and other structures 
firmly attached to the land. 

 2Under Article 186.1 of the Civil Code, the transfer of ownership of a movable asset shall require the transfer of the asset by the owner 
to the acquirer based upon a valid right.

“Business-oriented, with excellent local knowledge.”

Quote from a Client, Chambers Europe, 2015

In a judgment adopted on 5 December 2014 in 

relation to Case No. as-658-625-2014, the 

Chamber of Civil Cases of Georgia's Supreme 

Court provided an important clarification with 

respect to, among others, the moment at which 

the right of ownership over a vehicle may be 

acquired. 

The dispute was initiated by a person whose 
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agreements or other agreements regarding the 

transfer of title over real estate) fulfils  the form 

prescribed by law and whether this kind of written 

agreement is valid to arise the right of property for 

the buyer or, conversely, whether a written form 

of an unregistered sales agreements transferring 

a real estate title will be considered as an 

agreement executed without appropriate forms 

(and therefore void) which cannot have legal 

meaning.

As mentioned above, the new procedure for 

certifying agreements entered into force in 2007, 

and it took Georgia's Supreme Court some time 

to establish a judicial practice regarding this 

matter. At first, rulings were made in lower courts, 

but some contracts concerning unregistered real 

estate were declared void due to the absence of 

proper form.

Over the past few years, and particularly in 2015, 

Georgia's Supreme Court has taken the view that 

registration with the Public Registry should not be 

considered a condition for agreements to be 

valid, and that the absence of registration does 

not count as an absence of a written contract.

According to a decision of 9 December 2013, for 

example, the Supreme Court overturned an 

earlier decision of the Court of Appeals and ruled 

that an unregistered (but certified by notary 

public) preliminary gift contract was valid. In this 

decision, the Supreme Court explicitly ruled that 

'Article 323 of the Civil Code for the transfer of real 

estate requires a written agreement. Not a single 

article of the Civil Code considers the mere 

registration of real estate with the Public Registry 

as a valid contract.' 

The Supreme Court adopted this view especially 

in 2015, specifically in a ruling dated 19 July  

2015 in which it upheld a ruling of the Court of 

Appeals which held that the Civil Code does not 

consider the registration of real estate with the 

Public Registry as a valid form of contract.

The Supreme Court gave a more precise 

interpretation in a ruling dated 30 April 2015, in 

which it indicated that 'the form of agreement for 

the transfer of ownership over real estate is 

provided by Article 323 of the Civil Code'. The 

ruling also says that a contract by which one party 

undertakes to transfer a title over real estate to 

another person or to acquire it must be in written 

form, which means that a real estate sales 

agreement executed in writing implies the rights 

and obligations established in rules governing 

sale agreements, whether it is registered with the 

Public Registry or not.

As for a legal analysis of the fact of a registration, 

the Supreme Court has stated that registration 

with the Public Registry does not constitute a 

real estate sales agreement, but is instead a 

mandatory condition of the transfer of titles 

over real estate. If a real estate transaction is 

made without observance of the form, then 

the acquirer cannot be considered as an 

owner of the real estate and loses the right to 

object to the claims of bona fide acquirers. 

(Article 185 of the Civil Code). Before a buyer is 

registered at the Public Registry as an owner, and 

since the transferor is presumed to be the sole 

owner of the real estate, (the article 312 of the civil 

code) the purpose of registering the real estate 

sales agreement with the Public Registry is to 

consider the acquirer as the owner in relation to 

third parties.

Judicial practice regarding real estate sales 

agreements therefore imposes two conditions: 1. 

the execution of the agreement; and 2. the proof 

of title. According to the Supreme Court,  the 

registration of agreements is not a mandatory 

requirement for their execution and validity, but 

registration at the Public Registry is necessary for 

the proof of real estate titles. The Supreme Court 

therefore holds the view that valid and legally 

binding agreements may exist without being 
1registered  (i.e. there has to be a basis for 

obtaining rights of ownership), but that the 

acquirer only obtains the right of ownership after 

registration with the Public Registry.
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1It should be mentioned that the Supreme Court judicial 
practice referred to above is applicable to agreements which 
are not registered with the Public Registry, but are instead 
executed in complex written form.

Is registering contracts with 
the Public Registry mandatory 
for them to be valid when transferring ownership of real estate?

transfer of titles over real estate, but the 

registration of these titles with the Public Registry 

remains as a determining condition for the 

stability of the real estate market. 

According to current legislation on the transfer of 

titles over real estate, on the one hand it seems 

that only a written contract is enough to alienate 

real estate (Article 323 of the Civil Code), but on 

the other hand Article 3111 of the Civil Code 

specifies that a transaction made in writing shall 

be submitted to the Public Registry to register the 

relevant right to assets and intangible property, 

where the transaction or the signatures of the 

parties to the transaction shall be authenticated 

according to procedures established by law ( 1. 

certifying the content of the contract by notary 

public; 2. certifying the signature by notary public; 

and 3. certifying the agreement with the Public 

Registry). In addition, Article 183 of the Civil Code 

indicates that in order to acquire ownership of an 

immovable asset, the transaction shall be 

registered with the Public Registry, and 

according to paragraph 3 of Article 3111 where 

provided by the law, transactions involving assets 

and intangible property shall take effect upon 

registration of the rights determined by such 

transactions with the Public Registry.

Judicial practice, however, (especially in respect 

of residential areas under construction), evoked 

the issue that sales agreements or preliminary 

sales agreements or an earnest money 

agreement shall be executed in written form 

without registration with the Public Registry.

In judicial practice, the question of whether this 

type of written form of unregistered sales 

agreements on real estate (or preliminary sales 

By David Metskhovrishvili
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Based on an analysis of judicial practice

A series of procedures to ease the execution and 

registration of real estate contracts has been a 

significant development in Georgia's real estate 

market. Legislative changes introduced in 2007 

did away with the mandatory notary form for the 
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registration with the Public Registry should not be 
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valid, and that the absence of registration does 
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According to a decision of 9 December 2013, for 
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earlier decision of the Court of Appeals and ruled 

that an unregistered (but certified by notary 

public) preliminary gift contract was valid. In this 

decision, the Supreme Court explicitly ruled that 

'Article 323 of the Civil Code for the transfer of real 

estate requires a written agreement. Not a single 

article of the Civil Code considers the mere 

registration of real estate with the Public Registry 

as a valid contract.' 

The Supreme Court adopted this view especially 

in 2015, specifically in a ruling dated 19 July  

2015 in which it upheld a ruling of the Court of 

Appeals which held that the Civil Code does not 

consider the registration of real estate with the 

Public Registry as a valid form of contract.

The Supreme Court gave a more precise 

interpretation in a ruling dated 30 April 2015, in 

which it indicated that 'the form of agreement for 

the transfer of ownership over real estate is 

provided by Article 323 of the Civil Code'. The 

ruling also says that a contract by which one party 

undertakes to transfer a title over real estate to 

another person or to acquire it must be in written 

form, which means that a real estate sales 

agreement executed in writing implies the rights 

and obligations established in rules governing 

sale agreements, whether it is registered with the 

Public Registry or not.

As for a legal analysis of the fact of a registration, 

the Supreme Court has stated that registration 

with the Public Registry does not constitute a 

real estate sales agreement, but is instead a 

mandatory condition of the transfer of titles 

over real estate. If a real estate transaction is 

made without observance of the form, then 

the acquirer cannot be considered as an 

owner of the real estate and loses the right to 

object to the claims of bona fide acquirers. 

(Article 185 of the Civil Code). Before a buyer is 

registered at the Public Registry as an owner, and 

since the transferor is presumed to be the sole 

owner of the real estate, (the article 312 of the civil 

code) the purpose of registering the real estate 

sales agreement with the Public Registry is to 

consider the acquirer as the owner in relation to 

third parties.

Judicial practice regarding real estate sales 

agreements therefore imposes two conditions: 1. 

the execution of the agreement; and 2. the proof 

of title. According to the Supreme Court,  the 

registration of agreements is not a mandatory 

requirement for their execution and validity, but 

registration at the Public Registry is necessary for 

the proof of real estate titles. The Supreme Court 

therefore holds the view that valid and legally 

binding agreements may exist without being 
1registered  (i.e. there has to be a basis for 

obtaining rights of ownership), but that the 

acquirer only obtains the right of ownership after 
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registration of real estate contracts has been a 

significant development in Georgia's real estate 

market. Legislative changes introduced in 2007 

did away with the mandatory notary form for the 



MKD's long-standing Legal Clinic began a new stage with the appointment of David Archvadze, a lawyer 

with MKD, as its director. David introduces us to the Legal Clinic's main objectives, and to what makes it so 

special. 

: What is MKD's Legal Clinic?Q
: MKD's Legal Clinic was created to further develop the theoretical knowledge and experience of the Astudents of Tbilisi State University's (TSU) Law Faculty. Essentially, the Legal Clinic puts the 

theoretical knowledge they have obtained at the university into practice by showing them how a law firm 

works, by enabling them to communicate with different kinds of clients on a daily basis, to take part in 

litigation and to learn about many other aspects of our activities. 

Our law firm has been working with TSU within the framework of their training clinic programme for years. 

The university used to send its MA law students to MKD for 15 weeks of training at our firm. Our new 

–programme—the Legal Clinic—instead follows a completely different format, as we now select and train 

students ourselves.

:  What is this new approach expected to achieve?Q
: The Legal Clinic's main goals are:A

Ÿ To deepen and develop existing links with TSU's Law Faculty;

Ÿ To play an active role in identifying and selecting talented and promising students;

Ÿ To increase the professional skills and qualifications of young lawyers and to help them put theoretical 

knowledge into practice;  

Ÿ Through their daily work with one of the country's leading legal firms, to give students (trainees) 

experience and knowledge that they simply cannot acquire at university; 

Ÿ To select and train candidates whom the firm could subsequently employ in the future, and to make 

practical use of the knowledge and skills they have acquired through the Legal Clinic.

: What practical results has the Legal Clinic achieved?Q
: The new MKD Legal Clinic only began in December 2015, but we have already had some great Aachievements over the years within the framework of the previous University Clinic programme. 

MKD's collaboration with TSU has improved the career prospects of many of the university's law students, 

who benefited from 15-week training programmes at MKD, and some of whom subsequently chose to join 

our law firm.

INVESTING IN THE FUTURE 
OF THE LEGAL PROFESSION

“What thou givest away is thine; 
what thou keepest is lost”

Shota Rustaveli, Georgian poet, XII century

The unique partnership between MKD and TSU's Law Faculty, originally launched in 2010, aims to 

encourage the professional development of Georgia's aspiring lawyers. The students' interest in 

joint projects with MKD and TSU inspired us to launch a number of other initiatives: in October 2015, 

for example, MKD held a third scholarship contest among 27 of TSU's law students. This contest was 

won by Ms Nato Beridze, a third-year TSU law student with an excellent GPA and a strong 

commitment to helping others with her legal knowledge.
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MKD—MEDIA APPEARANCES 
2015

'REPORTING TO THE PERSONAL DATA 

PROTECTION INSPECTOR: WHAT TO 

S U B M I T  A N D  H O W ? '  b y  B a q a r 

Palavandishvili, MKD lawyer

To what extent does the electronic registry 

make it easier for the government and 

private sector to comply with reporting 

requirements, and what are the reporting 

procedures? Read more...

Source: Georgian Journal, 2-8 April 

2015, p. 6. 
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'SIMPLIFIED IMMIGRATION PRO-

CEDURES: WHAT FOREIGNERS AND 

BUSINESSPEOPLE SHOULD KNOW'  

by Sandro Samadbegishvili, MKD lawyer

Recommendations for businesses and 

foreigners in reaction to Georgia's new 

immigration policies, which took effect in 

September 2014 and were further 

amended in 2015. Read more...

Source: Georgian Journal, 7-13 May 

2015, p. 13.

'AD VALOREM TAX ON TOBACCO 

PRODUCTS' by David Archvadze, MKD 

lawyer

An analysis of the advantages and 

disadvantages of a new type of 'ad 

valorem' tax which Georgia will introduce 

for tobacco products. Read more...

Source: Georgian Journal, 2-8 July 2015, 

p. 15.

'IS “LIMITED LIABILITY” ALWAYS 

“LIMITED”?' by Tamara Tkeshelashvili 

and Mariam Antia, MKD lawyers

Comments on a landmark decision issued 

by the Supreme Court of Georgia in 2015 

which defines the scope of the personal 

liability of a company's shareholders and 

directors. Read more...

Source: Georgian Journal ,  24-30 

December 2015, p. 13.

'RECENT POSITIVE DEVELOPMENTS OF THE ARBITRATION REGIME IN GEORGIA' 

by MKD partner Irakli Mgaloblishvili and MKD lawyer Sandro Samadbegishvili

An overview of Georgia as an arbitration-friendly country, arguing that the Georgian legal 

system has much to offer to both foreign investors and local businesses who prefer disputes 

to be resolved through alternative mechanisms to litigation. Read more...

Source: Arbitration News (a publication of the International Bar Association Legal Practice 

Division), 20(2), September 2015, p. 51.

'THE WORLD BANK GROUP'S “MEASURING REGULATORY QUALITY AND 

EFFICIENCY REPORT”'—a contribution to the 2016 Doing Business Report by Koba 

Bobokhidze, lawyer

The annual Doing Business Report grades business regulations and their enforcement in 

189 economies, including Georgia, according to 11 indicators that affect business—from 

starting a business and registering property to obtaining credit, protecting minority investors 

and other areas of vital concern to today's globally-minded investment and business 

communities. Read more...

Source: World Bank. 2016. Doing Business 2016: Measuring Regulatory Quality and 

Efficiency. Washington, DC: World Bank. DOI: 10.1596/978-1-4648-0667-4. (License: 

Creative Commons Attribution CC BY 3.0 IGO.)

A CHAPTER ON GEORGIA IN THE GLOBAL RENEWABLE ENERGY GUIDE 2015, 

written by MKD lawyer David Archvadze and MKD partner Irakli Mgaloblishvili

The Global Renewable Energy Guide 2015 provides an overview of applicable legislation 

and incentives available to renewable energy companies in 32 jurisdictions worldwide. The 

Georgian chapter emphasizes yet again the country's vast renewable energy potential, 

especially in hydro power, paired with liberal and deregulated markets. This advantage 

defines the country's energy policy priorities and constitutes one of the most attractive areas 

for investment in Georgia. Read more...

Source: Global Renewable Energy Guide, Ankara: Çakmak Publishing, 2015, pp. 83-90.

Ornaments:
Georgian ornament. Marina Tevzaia, 2009

http://www.georgianjournal.ge/law/30123-reporting-to-the-personal-data-protection-inspector-how-and-what-to-submit.html
http://www.mkd.ge/pdfLnews/Simplified_immigration_procedures.pdf
http://www.mkd.ge/pdfLnews/ad_valorem-tax_on_tobacco-products-two_sides_of_the_same_coin.pdf
http://www.mkd.ge/PDF/Limited_libility.pdf
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