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AMENDMENTS TO THE CIVIL CODE OF GEORGIA

On January 11, 2018, several amendments regarding different matters were made to

the Civil Code of Georgia.

Amendments concerning restrictions of attracting funds are as follows:

a commercial entity may attract the funds reimbursable from more than 20

individuals only following the procedure stipulated by the Organic Law of Georgia

on the National Bank of Georgia;

when a microfinance organization attracts funds from more than 20 individuals in

any form, the amount of funds attracted per individual may not be less than

100,000 Georgian lari or equivalent.

Amendments have also been made regarding interest rates on bank credit, according

to which interest rates can be: a) fixed, or b) indexed:
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a) the fixed interest rate shall be the interest rate which is fixed in an agreement and

does not change during the entire term of the agreement, or which may be

changed upon the occurrence of certain circumstances (except for the change of

the public index) under the agreement. The automatic change of the interest rate

caused by the onset of circumstances related to the actions of the customer, in

accordance with the pre-determined provisions of the agreement, shall not be

construed as the change of the interest rate.

b) the indexed interest rate shall be the interest rate which, under certain rules, is

related to the public index and the change of which is caused by the change of the

said index.
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AMENDMENTS TO THE CIVIL PROCEDURES 

CODE OF GEORGIA

On January 11, 2018, Section 75 on special aspects of legal proceedings with respect

to the infringement of exclusive rights to an object of intellectual property has been

added to the Civil Procedures Code of Georgia. The features of court proceedings for

such cases include securing evidence, request of information by courts and

provisional measures.

Another set of the amendments, also introduced to the Civil Procedures Code of

Georgia on the above date, regulate the acceptance as an evidence of the electronic

document, as described by the Law of Georgia on Electronic Documents and

Electronic Trusted Services, and the document certified with an electronic signature,

described by the Law of Georgia on Activities of Commercial Banks.
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AMENDMENTS TO THE ORGANIC LAW ON THE 

NATIONAL BANK OF GEORGIA

On January 11, 2018 the Amendments introduced to the Organic Law of Georgia on

the National Bank of Georgia (NBG) were published. Changes include new definitions

and concepts, such as Financial Sector Representative (FSR), Loan Issuer, Banking

Group, Banking Holding, Associated Enterprise, Credit Information Bureau and Joint

Venture. According to the amendments, the concept of Qualified Credit Institution

ceases to exist.

The Amendments provide for the creation of the Audit Committee within the NBG,

and determine the specific rules for organizing such Committee. The Amendments

also increase NBG’s authority with respect to regulating currency exchange offices. In

particular, NBG will be entitled to adopt consumer protection regulations applicable

to currency exchange offices, setting forth the rules for informing consumers and for

cancellation of currency exchange transactions.
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AMENDMENTS TO THE LAW OF GEORGIA ON 

ACTIVITIES OF COMMERCIAL BANKS

On January 11, 2018 amendments to the Law of Georgia on Activities of Commercial

Banks became effective (the “Law”).

Amendments affect Chapter 2 of the Law, which covers the process of obtaining a

license. In particular, a list of the documents that a banking license-seeker has to

submit to the NBG has become more detailed.

The Law indicates certain requirements for adopting a decision on acquisition of a

significant stake in a commercial bank by the NBG. For the aforementioned purposes

any additional information, including confidential, can be requested.

Sub-articles 11 and 12 of the Article 10 that have been added to the Law prescribe the

following restrictions on the activities of the commercial bank:
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the commercial bank is forbidden to own any amount of shares directly or

indirectly in the authorized capital of an enterprise, which is not a financial

institution, activities of which are not related to the banking activities or social

projects of the commercial banks;

while making an investment abroad, a commercial bank is obliged to prove that

NBG’s right of supervision will not be restricted by the legislation of the respective

country;

Article regarding prohibited agreements and methods of working have also been

amended. Administrator/Supervising Person of the commercial bank is forbidden to

carry out activities, as a result of which they will be in superior position by using

information received from the commercial bank or which will restrict the competition

in non-banking sector. Administrators and Supervising Persons of the commercial

bank are obliged to ensure avoidance of the conflict of interests as well as putting

their interests on top of the commercial bank or exceeding the authority granted to

them.

Changes also concern the liquidation of the commercial bank. In particular, the

sequence of the claims that shall be satisfied when liquidating a commercial bank has

been amended.

7

Newsletter I-II, January-February 2018

LEGAL NEWS



DECISION OF THE CONSTITUTIONAL 

COURT OF GEORGIA

According to the decision N 2/7/667 published on January 9, 2017, the

Constitutional Court of Georgia ruled that Sub-article 4 of the Article 202 of the Tax

Code of Georgia is unconstitutional.

In accordance with the disputed provision the tax authority was entitled to determine

the value of the taxable property at its market price (instead of its book value) during

a tax inspection. This provision was granting the tax authority power to determine

the value of taxable property differently case by case. It means that some tax payers

would have been obliged to pay tax calculated in accordance with market value and

others – calculated in accordance with book value. Constitutional Court established

that there were no reasonable grounds for such differentiation and the provision of

the Tax Code of Georgia was violating Article 14 of the Constitution of Georgia.
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FREE TRADE AGREEMENT WITH CHINA 

CAME INTO EFFECT

Free Trade Agreement (FTA) between Georgia and the People’s Republic of China

entered into force on January 1, 2018. It is noteworthy that Georgia is the first

country in the Caucasus region to sign an FTA with China.

This agreement grants Georgia the opportunity to export its products to the world’s

largest market, which unites approximately 1.4 billion consumers. Exported goods

will be exempted from customs duty.

Prior to the enactment of the FTA, it was ratified in May 2017 and the Memorandum

of Understanding was signed by Chinese Vice Minister of Commerce and Georgia's

First Vice Prime Minister and Minister of Economy and Sustainable Development, at

the "Tbilisi Belt and Road Forum" on November 28, 2017.

So far, the list of countries that have signed free trade agreements with Georgia

consists of the following states: Turkey, Liechtenstein, Norway, Switzerland, Iceland,

Azerbaijan, Kazakhstan, Armenia, Kyrgyzstan, Moldova, Uzbekistan, Tajikistan,

Turkmenistan, Ukraine and Moldova.
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GEORGIA RANKED 5TH AMONG 115 COUNTRIES IN 

OPEN BUDGET INDEX RANKINGS

The International Budget Partnership has released the Open Budget Survey 2017,

according to which Georgia ranked 5th in “budget transparency” among 115 countries.

The Open Budget Index is the world’s only independent, comparative measure of

central government budget transparency. It ranks the countries covered by the Open

Budget Survey in the scale of 100 points.

Georgia with its 82 points took 5th place after the following countries: Sweden,

Norway, New Zealand and South Africa. This ranking proves Georgia’s great progress

achieved by providing sufficient information to the public and enabling it to engage in

budget discussion.
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NEW SERVICE OF PUBLIC REGISTRY AND 

REVENUE SERVICE

National Agency of Public Registry and Revenue Service of the Ministry of Finance of

Georgia have executed a Memorandum, which aims to improve services provided for

the persons interested in starting a business.

Under the Memorandum, the interested persons will be entitled to register as VAT

payers together with registering a business without additional visit to the Revenue

Service. National Agency of Public Registry will provide the Revenue Service with the

respective application. This will ensure the simultaneous registration of an entity in

the Public Registry as well as in Revenue Service as the VAT payer.
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EUR 12 MILLION AGRICULTURE DEVELOPMENT 

PROJECT TO BE LAUNCHED IN GEORGIA

The implementation of the agriculture development strategy for 2015-2020 in Georgia

will be supported by a new European Union (EU) project worth EUR 12 million.

On January 24, 2018 Georgia’s Minister of Environment Protection and Agriculture

Levan Davitashvili and Food and Agriculture Organization of the United Nations

Representative in Georgia Raimund Jehle signed the agreement for the project.

In order to improve the competitiveness, informational and educational activities will

be implemented for small farmers, rural entrepreneurs, cooperatives and SMEs.

Additionally, they will be given individual grants for the same purposes.

The European Union is supporting rural development in Georgia through the

European Neighbourhood Programme for Agriculture and Rural Development

(ENPARD). For the purposes of reducing rural poverty, ENPARD has been

implemented since 2013, with the total budget of EUR 179.5 million. This Program is

divided into three phases with the following focuses: 1) development of the national

agriculture potential; 2) creation of economic opportunities for rural population.
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David Archvadze

Lawyer
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This Newsletter contained herein is of 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 professional advise after a thorough examination of the

particular situation.
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