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4 12 Dear Clients and Friends,

We are delighted to present the 2014 Annual Review 

of Mgaloblishvili Kipiani Dzidziguri (MKD) law firm.

The last year was very important for us, if not to say a 

milestone year, as Georgia signed the Association 

Agreement with the European Union, including the 

Deep and Comprehensive Free Trade Area. This step, 

we believe, will bring a lot of new opportunities into 

our country and, therefore, lots of interesting 

assignments for our law firm. We are excited about 

these developments and look forward to continuing 

successfully guiding our clients in this challenging but 

very attractive business environment.

In response to those new challenges, which more than 

ever require strategic legal solutions, MKD remains 

dedicated to offering practical, concise and result-

orientated legal advice, taking innovative views of 

legal opportunities. We rely on extensive expertise 

gained over 18 years of practice, during which we 

have emerged as a strong and highly competitive full 

service law firm with the highest degree of 

commitment to the clients' business and interests.

Partners' 
foreword

This Annual Review highlights some of the projects we 

handled over the past year, introduces the most 

important firm developments and gives insights from 

our team on several of the important issues that, we 

believe, might be interesting and useful for our clients 

and friends in the nearest future.

We hope you will enjoy reading about our progress 

and we look forward to your trust and cooperation in 

2015 and beyond.

Yours sincerely,

David Dzidziguri, Managing Partner

Archil Kbilashvili, Partner

Victor Kipiani, Partner

Irakli Mgaloblishvili, Partner

Vakhtang Shevardnadze, Partner
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Domestic and international clients: organizations, international 
financial institutions, non-profit and business.

Full service practice: legal advice and business 
support services.

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

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 

Industry Sectors

MKD at a glance

Ensuring that we provide the top quality le�l service and adding value to all our clients has always been MKD's 
priority. We are dedicated to serving our clients' business interests with the highest degree of commitment and 
being their reliable partner every day, in every situation. 

The biggest praise we acquire for our work is the trust of our clients and partners. Their loyalty has led to the firm 
obtaining top rankings in a range of international research-based guides for the le�l profession, which, yet 
a�in, have recognized M�loblishvili Kipiani Dzidziguri as one of Georgia's leading law firms in 2014.

Our  practices General Business Law, Banking & Finance, Corporate, Project finance and Dispute resolution
were highly ranked by the le�l directories, with the firm's partners—Victor Kipiani, Irakli M�loblishvili and David 
Dzidziguri— being listed as leading lawyers for Georgia.
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“Mgaloblishvili Kipiani Dzidziguri (MKD) is one of the oldest, most established 
and largest law firms in Georgia.”

“Mgaloblishvili Kipiani Dzidziguri law firm [...] is remarkable foremost for 
banking and finance expertise although it has a full-service offering.”

Our clients are the true measure 
of our work

“Well known for its work in insolvency, restructuring and commercial 
disputes, as well as other civil cases. It also enjoys a strong track record 
in arbitration and mediation.”

The 'Who's Who Legal' guide has recognised Mgaloblishvili Kipiani Dzidziguri's lawyers 
as being the foremost legal practitioners in the field of Project Finance in Georgia.

The MKD team is known for offering “a wide range of expertise to international 
investors, including advice on corporate and M&A, financing, IP, tax and 
restructuring law.”

Recognitions 2014



Domestic and international clients: organizations, international 
financial institutions, non-profit and business.

Full service practice: legal advice and business 
support services.

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

4

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

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 

Industry Sectors

MKD at a glance

Ensuring that we provide the top quality le�l service and adding value to all our clients has always been MKD's 
priority. We are dedicated to serving our clients' business interests with the highest degree of commitment and 
being their reliable partner every day, in every situation. 

The biggest praise we acquire for our work is the trust of our clients and partners. Their loyalty has led to the firm 
obtaining top rankings in a range of international research-based guides for the le�l profession, which, yet 
a�in, have recognized M�loblishvili Kipiani Dzidziguri as one of Georgia's leading law firms in 2014.

Our  practices General Business Law, Banking & Finance, Corporate, Project finance and Dispute resolution
were highly ranked by the le�l directories, with the firm's partners—Victor Kipiani, Irakli M�loblishvili and David 
Dzidziguri— being listed as leading lawyers for Georgia.

5

“Mgaloblishvili Kipiani Dzidziguri (MKD) is one of the oldest, most established 
and largest law firms in Georgia.”

“Mgaloblishvili Kipiani Dzidziguri law firm [...] is remarkable foremost for 
banking and finance expertise although it has a full-service offering.”

Our clients are the true measure 
of our work

“Well known for its work in insolvency, restructuring and commercial 
disputes, as well as other civil cases. It also enjoys a strong track record 
in arbitration and mediation.”

The 'Who's Who Legal' guide has recognised Mgaloblishvili Kipiani Dzidziguri's lawyers 
as being the foremost legal practitioners in the field of Project Finance in Georgia.

The MKD team is known for offering “a wide range of expertise to international 
investors, including advice on corporate and M&A, financing, IP, tax and 
restructuring law.”

Recognitions 2014



Talented team 
our main resource

Our talented team of expert lawyers and employees is the strongest competitive 
advantage and the most valuable resource of M�loblishvili Kipiani Dzidziguri.

Some of our lawyers have been working with us from the very beginning. Others 
were attracted by the firm's growth from other practices and institutions. We also 
have some exceptionally talented young lawyers. All of our employees enrich our 
law firm with their diverse talents and backgrounds, offering our clients an 
integrated le�l experience. 

MKD also consults with external professionals, which enables us to provide our 
clients with more specialization and focus.

Together we strive for excellence and success. We are certain that we are going 
in the right direction.
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Adding to our talent in 2014

MKD expands its practice in civil litigation 

and in criminal and administrative law 

Bringing strength to MKD intellectual 

property practice

In 2014 Archil Kbilashvili rejoined the firm 

after serving as Chief Prosecutor of Georgia. 

As one of the firm's partners, he is primarily 

focusing his work upon civil litigation, 

criminal and administrative law.

Mr Kbilashvili looks forward to using his past 

experiences to further strengthen the 

practice's work and to provide MKD's current 

and future clients with the benefit of his 

unique perspective. His experience as the 

country's Chief Prosecutor is making him a 

valuable addition to the firm.  

Also in 2014 Mr Kbilashvili was awarded 

with an “Award of Justice”, presented by the 

World Jurist Association (WJA) delegation 

during their visit to Tbilisi.

This year Mgaloblishvili Kipiani Dzidziguri 

welcomed Irakli Ghvaladze as a new 

counsel. 

His key area of legal expertise focuses on 

advising clients on intellectual property 

issues.

Mr Ghvaladze has a unique experience of 

working at the most senior levels of 

Georgian government, e.g. serving as 

Minister of Environment protection of 

Georgia in 2008-2010. Also as a former 

Chairman of National Intellectual Property 

Center of Georgia (SAKPATENTI), Mr 

Ghvaladze has in-depth knowledge of 

intellectual property issues. 

We are pleased to welcome Irakli Ghvaladze 

in the team and look forward to working with 

him to tackle the most challenging 

assignments from our clients. 
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Advising the Client about the virtual 
currency in Georgia

This was a particularly interesting case for MKD. One 

of our Clients planned to launch a new online video 

game to be performed in an online virtual world. The 

winner would gain a monetary prize, however, this 

money would be in virtual currency.

We advised the Client what issues should be 

considered and suggested adequate measures that 

should be taken for this initiative to fully comply with 

the requirements of the effective legislation of 

Georgia. It was crucial not to violate the legal 

requirements of the payment services and also not to 

become the subject of the strict regulations which 

apply to gaming businesses in Georgia.

Advising the UAE investor on the disposal 
of its telecom business in Georgia

MKD provided full scale legal support to the Dubai 

based investor on the disposal of 100% shares in its 

Georgian subsidiary 'Maximali', which is a trademark 

of VTEL Georgia LLC. 'Latter' represents an 

authorized entity – holder of telecommunication 

licenses and is a primary provider of mobile wireless 

internet on the Georgian market. 

MKD's legal support in the deal covered working on 

sales documentation, registration formalities, 

corporate as well as statutory authorizations (the 

transaction was subject to approval by the 

Communications Commission), negotiations with 

buyer's bank and agreeing to a tailored payment 

mechanism.

Successfully defending interests of Ardi 
Group in court proceedings a�inst the 
state agency 

In 2014 MKD successfully represented a Georgian 

insurance company 'Ardi Group' in court proceedings 

against the Special State Protection Service of 

Georgia (SSPS). 

As a result of the MKD attorney's successful work, the 

Appellate court reversed the first instance decision, 

denying satisfaction of SSPS claim in the recovery of 

costs from the insurance company.

It is noteworthy that in this high-profile case the 

Appellate court ruled against the state agency, by 

making an impartial assessment of the facts and 

correctly applying the regulatory rules, referred to by 

the appellant's attorney.

Acting for successful ship owners and their 
P&I Insurers in high value maritime disputes

MKD attorneys defended the interests of ship owners 

and their P&I Insurers in a maritime case which arose 

from the loss of the deck cargo that was originally 

destined for receivers based in Georgia.

The case was remarkable in its complexity, and served 

as a precedent, in that it was the first loss of deck cargo 

ever considered within the Georgian courts.

MKD defendants were successful both in the Court of 

First Instance (held at Poti City Court), and in the 

Kutaisi Court of Appeals, where, in both instances, the 

claim against the ship owners was dismissed in its 

entirety.  The case has now been opened for appeal to 

the Supreme Court of Georgia.

Advising on multi-jurisdictional civi l 
procedural issues

One of the most interesting, precedent setting cases 

in 2014 was a multi-jurisdictional case on serving 

British Virgin Island Court documents to a Respondent 

residing in Georgia. 

The case was complex, since the Georgian Civil 

Procedure deals with service of documents only when 

the Georgian Court examines the case. Therefore, we 

had to use the rules of Georgian Civil Procedure as an 

analogy. 

To ensure that the documents were correctly served, 

MKD advised the following. Firstly, delivering 

documents to both of the known addresses of the 

Respondent (delivery was attended by a 

Representative of the National Bureau of Enforcement 

in order to draft a Statement of Facts); and secondly, 

making a public announcement online and in a 

newspaper. 

Advising and representing Gebrüder Weiss 
on two large scale transactions

MKD advised and represented Gebrüder Weiss LLC 

(“GW”) in connection with two large scale transactions 

with Robert Bosch Ltd and MAF Hypermarkets 

Georgia LLC.

Each of the transactions involved several interrelated 

agreements which concerned GW providing the 

clients with variety of logistics services, including 

international and local transportation services, 

customs clearance and warehousing.    

MKD provided full legal support to GW throughout the 

negotiation, by drafting the framework and specific 

agreements and other instruments related to the deal.
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Highlighted 
matters 
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Advising the EBRD in the process of sell ing 
its shares in TBC Leasing 

The European Bank for Reconstruction and 

Development (EBRD) invested in JSC TBC Leasing's 

capital in 2006 as a contribution to the growth of the 

company and had supported it as a Development 

Finance Institution for over 8 years. 

In November 2014, TBC Bank acquired EBRD 

shareholding in TBC Leasing, having signed the 

respective acquisition agreement. MKD acted as legal 

counsel to the EBRD in this transaction.

Acting as le�l counsel to the BSTDB on 
allocating a credit l ine to TBC Leasing

TBC Leasing, the leading company operating in the 

Georgian leasing sector, attracted the 4 million dollar 

loan funds from the Black Sea Trade and 

Development Bank (BSTDB). These funds will be 

channeled to the financing of Georgian small- and 

medium-sized enterprises (SMEs). This will help to 

facilitate their access to finance and increase the 

competitiveness of the Georgian SME sector.

MKD's role in the transaction was advising the BSTDB 

on the Georgian law matters of the transaction, 

drafting the transaction documents and issuing the 

legal opinion.

Acting as le�l counsel to the EBRD on the 
first-ever bond issuance in Georgian 
currency

MKD advised the European Bank for Reconstruction 

and Development (EBRD) in connection with the very 

first issue by an international financial institution in 

Georgian currency.

The two-year bond totaling 50 million Lari (EUR 20.7 

million) also represents the first floating rate note on 

the domestic market.

The transaction is significant in terms of enhancing 

the development of the Georgian local capital market 

and adding an additional tool that will enable the 

EBRD to raise local currency in support of its lending 

programme in Georgia.

Advising the Bank of New York Mellon in 
connection with IPO by TBC Bank in the 
form of Global Depositary Receipts

The transaction turned out to be the largest ever-index 

international IPO out Europe, Middle East and Africa 

and is the largest offering by a Georgian company on 

a stock exchange.

Different from previous IPO matters, the TBC's 

offering was certainly unique as it was undertaken in 

an environment of enhanced sophistication regarding 

rules and the expediency of enhancing relevant 

business practices.

Undoubtedly, the transaction boosts MKD profile for 

similar future exercises and we are incredibly 

optimistic that further work in this area will follow in the 

mid-term run.
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Georgia is an attractive 
location for doing 

business and 
investment

Advantages of having trade operations via 

Georgian company

Advantages of engaging into trade by using a 

Georgian company are truly appealing to any foreign 

business trying to achieve optimum region-wide 

exposure. Some of those outstanding premises 

concerning trade are:

Ÿ free trade regime with the countries of 

Commonwealth of Independent States and Turkey;

Ÿ low tariffs for import;

Ÿ limited number of export and import licensing 

requirements and permits;

Ÿ no quantitative restrictions when importing or 

exporting;

Ÿ no customs tariffs on export and re-export;

Ÿ no value added tax on export;

Ÿ streamlined export and import procedures;

Ÿ well-developed facilities for smooth export and 

import operations.

Additionally, Georgia enjoys a GSP+ trade regime with 

EU and GSP with a number of countries including the 

USA, Canada and Japan. In 2014 it also signed the 

Deep and Comprehensive Free Trade Agreement with 

EU alongside with EU Association Agreement.

Georgia being on the cutting edge of business 

developments in the region

Robust changes and reforms undertaken in the 

course of recent years clearly put Georgia among the 

world's top preferable destinations for business and 

investment. Those changes are unparalleled when 

compared with the rest of Central and Eastern Europe 

and relate to reforms in taxation and customs by 

working out extremely liberal fiscal regulatory regime, 

liberalizing ant-trust and trade activities, substantially 

downsizing public sector and red tape, entrenching 

independence and impartiality of judiciary and 

eliminating corruption. As a result, this has sustained 

an open door policy for investors in any sector of its 

vibrant economy.

Last but not least, Georgia and its people are 

exceptionally friendly to foreigners, which further 

singles out the country and creates extra incentive for 

considering it positively in terms of placing finance 

and being involved in the development of new 

businesses.

Strategic location of Georgia and businesses 

promising for investing 

Georgia's unique location is bridging several 

meaningful economic regions with convenient access 

to the Black Sea. As a result, the country is positioned 

as the vital gateway for Western markets to Caspian 

and Central Asian markets and vice versa.

Although, small by territory and relatively modest by 

scale of economy, Georgia still avails a variety of 

investment opportunities into a range of business and 

economic sectors, among them, are:

Ÿ Energy, especially hydropower – with the highest 

export potential; 

Ÿ Tourism – with opening up of qualitatively new 

routes and destinations coupled with free tourist 

zones;

Ÿ IT and communications – bearing in mind a 

relatively lower penetration of the market, and, 

consequently, with plenty of market share to be 

seized yet;

Ÿ Banking and finances – featured by steady growth 

over the number of years;

Ÿ Health and pharmacy – with fairly high speed of 

being under modernization;

Ÿ Real estate – distinguished as the rapidly 

developing industry with quest for multi-purposes 

infrastructure;

Ÿ Free industrial zones – first in its own in the region.  

Rankings on doing and developing businesses in 

Georgia

Georgia has made and is making very good progress 

in terms of its ease in the start-up of businesses and, 

most importantly, conducting business in the country. 

Respective credentials are backed up by a range of 

reputable sources, such as Forbes, World Bank, 

Heritage Foundation and others. Georgia was 

recognized as World's Number One Reformer in 2005 

– 2010.

Amongst its ease of commencing business is its ability 

to set up a company in one day, the application of 

“one-shop” principle, and the option of requesting 

registration documents either in Georgian or English.
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Exceeding to EU 
Association Agreement

The most remarkable event for the country of Georgia, 

its people and business was its signature on 27 June 

2014 to the Association Agreement with the European 

Union, including deep and comprehensive free trade 

area (DCFTA), in the margins of the European Council 

meeting in Brussels. 

The 'Agreement', which has been already ratified by 

the European and Georgian parliament, constitutes a 

'reform agenda' for Georgia. It is designed for the 

gradual approximation of the country's legislation to 

EU norms and regulations. It is a part of a new 

generation of Association Agreements with Eastern 

Partnership countries as it provides a long-term 

foundation for future EU-Georgia relations and a free 

trade component. Hence, it offers not only improved 

opportunities for trade and investment, but is aimed to 

contribute to Georgia's gradual economic integration 

into the EU Internal Market, notably through 

establishing a Deep and Comprehensive Free Trade 

Area. 

The document is comprised of 8 titles which mainly 

concern political dialogue and reform, cooperation in 

the field of foreign and security policy, justice, freedom 

and security, economic and other cooperation policies, 

trade and trade-related matters (DCFTA), as well as 

financial assistance and anti-fraud and control 

provisions. 

The most comprehensive part of the Agreement is 

comprised of trade and trade-related matters which 

include: 

Ÿ Establishing a free trade area starting from the 

entry into force of the Agreement. The free trade 

area shall be organized in accordance with the 

requirements set forth under the General 

Agreement on Tariffs and Trade 1994;

Ÿ Elimination of customs duties on imports on the 

goods originating in the other party. Certain 

products are, however, subject to limitation of the 

tariff rate quotas and some products will remain 
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subject to custom duties. Notably, the Agreement 

does not preclude the maintenance or 

establishment of customs unions, free trade areas 

or arrangements for frontier traffic provided that it 

shall not contradict with the terms of the 

Agreement;

Ÿ Approximation of technical regulations, standards, 

and conformity assessment;

Ÿ Sanitary and phytosanitary measures;

Ÿ National treatment and most favoured nation 

treatment;

Ÿ Cross-border supply of services;

Ÿ Temporary presence of natural persons for 

business purposes;

Ÿ Conditions for licencing and qualification;

Ÿ Computer, postal and courier services;

Ÿ Electronic communication networks and financial 

services. 

Other areas of cooperation include maritime, 

electronic commerce, competition, antitrust and 

mergers legislation, energy sector, public 

procurement, capital movement, intellectual property 

rights and etc. 

By signing into the EU-Georgia Association 

Agreement, various new opportunities are set to arise 

in the country. Over recent years Georgia has 

demonstrated its readiness to work with international 

investors in a business-friendly manner, expecting 

further progressive developments.
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Year 2014 Signaling Major Milestones in 
Further Developing the Georgian Capital Market

“A well-known name on the market, Victor Kipiani is highly recommended 
for banking and finance, capital markets, corporate, energy and contract law.”

Chambers Global, 2014

Capital Markets

By Victor Kipiani

Year 2014 was extremely fruitful and we witnessed 

some very major developments for the Georgian 

capital market, thus creating heightened expectations 

for 2015.

While some of those developments were connected 

with regulatory changes and re-shuffling the 

management board of the Georgian Stock Exchange, 

certain big-ticket transactions undoubtedly contributed 

their own meaningful share.  Among those an initial 

public offering by TBC Bank is clearly singled out 

where our firm advised The Bank of New York Mellon 

in connection with the said IPO in the form of Global 

Depository Receipts. The placement was conducted 

on the London Stock Exchange with Barclays PLC 

and UBS as the joint global coordinators and joint 

bookrunners, Renaissance Capital as the joint 

bookrunner and Peel Hunt as the co-lead manager.

Most importantly, the placement turned out to be the 

largest ever-index international IPO outside of Europe, 

Middle East and Africa, and the largest offering by a 

Georgian company on a stock exchange with up to a 

hundred reputable investors from the developed 

jurisdictions purchasing TBC shares. As a result of the 

IPO, the prices of TBC listed shares exceeded 400 

million Lari. 

It is also notable that the TBC placement was the 

second in the row in the capital market transactions' 

portfolio of Mgaloblishvili Kipiani Dzidziguri after 

issuance of local currency denominated bonds by the 

European Bank for Reconstruction and Development. 

It gives us special pride that at the time of writing this 

article we are already engaged by another 

supranational institution for a next securities issuance 

and expect that transaction to commence very soon.

Another major milestone for the developing Georgian 

capital market is enacting the law on Investment 

Funds. The law introduces reasonably detailed 

classification for various types of investment funds 

(i.e. unit investment fund, open-ended unit investment 

fund, interval unit investment fund, closed-end unit 

investment fund, venture fund, private equity fund) 

and further addresses procedures for start-up along 

with setting forth requirements in respect to an assets 

management company and its discretions. It is our 

view, however, that although being a major step 

towards regulating investment into securities through 

funds, the law is still opaque and requires redefinition 

or further development to address a range of issues 

raised. It is also highly desirable that relevant 

stakeholders begin using the law to further test its 

advantages or the existing loopholes.

By far this is not an all-inclusive list of capital market 

related developments, but to conclude this topic we 

would prefer to add some restructuring to the 

Georgian Stock Exchange leadership and staff it with 

a new team in possession of unique insight and 

experience with securities regulations, specifically, 

but, most importantly, to transform the stock exchange 

platform into the institution for ideal business demand. 

Having said that, we expect some significant tangible 

steps in the upgrade of required skills, introducing 

new infrastructure and technologies and driving the 

stock exchange towards more integration with world-

wide recognized platforms. All this presents a vision of 

hope, which will ideally translate into re-birth of the 

Georgian Stock Exchange.
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2014 was a remarkable year for MKD. We advised the 

European Bank for Reconstruction and Development 

(EBRD) in connection with the first-ever issue by an 

international financial institution in Georgian currency. 

The two-year bond totaling 50 million Lari (EUR 20.7 

million) was jointly lead-managed and underwritten by 

JSC BG Capital, the wholly-owned brokerage 

subsidiary of Bank of Georgia and TBC Bank. 

The transaction, as mentioned, is the first bond 

issuance by an international financial institution in 

Georgia, and also represents the first floating rate 

note on the domestic market. 

The coupon on the EBRD local currency denominated 

bond is flat to the 3-month rate on certificates of 

deposit issued by the National Bank of Georgia and 

the bonds are further eligible for sale and repurchase 

operations carried out by the National Bank of 

Georgia. 

Introduction of a new tax regime for debt securities 

issued by certain international financial institutions, 

meaning that EBRD bonds became subject to the 

same tax treatment as domestic government bonds, 

increased the attractiveness of the bonds.   

“This is a very significant step for the Georgian local 

capital market. It brings a new instrument for investors 

and, at the same time, allows the EBRD to diversify its 

source of lari and to continue lending to companies in 

need of long-term financing in local currency,” 

commented Bruno Balvanera, EBRD Director for 

Caucasus, Moldova & Belarus.       

Based on EBRD's source, the institution has invested 

a total of EUR 1.86 billion in various sectors of the 

Georgian economy and has mobilized a further EUR 3 

billion for multiple of ventures from other sources of 

financing. 

According to MKD partner Victor Kipiani, “the 

transaction is extremely significant on enhancing the 

local capital market and represents most vivid and 

self-explicit demonstration of the EBRD's Local 

Currency and Capital Markets Development Initiative 

launched in May 2010”. 

We believe that the placement will significantly assist 

in developing lending in local currency by EBRD, in 

addition to introducing a new instrument to the 

Georgian capital market.

“Through 2013-14 the firm has won some impressive mandates, among them advising EBRD (European 
Bank of Reconstruction and Development) on the first ever bond issuance by an international institution in 
Georgian currency, marking a significant step for the country's capital markets”

IFLR 1000, 2014

Advising the EBRD on the First-Ever 
Bond Issuance in Georgian Currency

By Natalia Babakishvili
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In 2014, the immigration laws of Georgia, including 

the Law of Georgia on the Legal Status of Aliens and 

Stateless Persons, as well as the Resolutions adopted 

by the Government of Georgia concerning the rules 

for issuance of visas and residence permits, have 

undergone major changes. 

According to the Government, the amendments were 

introduced for the purpose of changing the 

unregulated immigration processes caused by an 

extremely open visa policy. At the same time, a new 

legal approach towards the management of migration 

gained special importance due to the visa 

liberalisation process with the European Union. 

The law, which was adopted in March 2014 and 

entered into force from 1st September 2014, 

introduced several novelties:

Ÿ The Ministry of Justice shall no longer issue visas 

in Georgia. It shall only be possible to issue visas in 

diplomatic and consular representations of Georgia. 

Obtaining a visa at the State Border of Georgia shall 

only be possible in special cases directly prescribed 

Changes Undergone by the 
Georgian Immigration Laws

by the law. At the same time, aliens can no longer 

apply for a residence permit while staying abroad, it is 

only possible on the territory of Georgia, at territorial 

offices of the LEPL Public Service Development 

Agency.

Ÿ The new law introduced the following categories of 

visas – A. Diplomatic; B – Special; C – Ordinary; D – 

Immigration and T – Transit. 

Ÿ Importantly, an ordinary, or C category visa is 

issued to: persons visiting Georgia for tourism 

purposes and to visit relatives and friends; freelancers 

(persons, whose purpose of visiting Georgia is not a 

paid labor activity); persons coming to Georgia for 

business meetings and negotiations; the participants 

of scientific workshops, conferences and other 

scientific-research, pedagogical, cultural or sports 

events; and persons coming to Georgia to perform 

journalistic activity and etc. An immigration (D 

category visa) is issued to: persons who visit Georgia 

to conduct labor activities; representatives, 

consultants of companies or firms visiting Georgia to 

Regulations
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perform work duties; workers of mass media who visit 

Georgia to perform work duties; aliens who visit 

Georgia on the basis of labor contracts; persons who 

visit Georgia to conduct entrepreneurial activity under 

the Law of Georgia on Entrepreneurs; aliens who 

come to Georgia to study at educational institutions 

and to reunite with their families.

Ÿ The 360 day visa-free stay has been reduced to 90 

days in any 180 day period. A list of the countries 

whose citizens have the right of visa-free entry to 

Georgia has been reduced from 118 to 94 states. 

Ÿ Under the new law the following residence permits 

can be issued to aliens: residence permit for work, 

education, family reunification, residence permit of a 

former citizen of Georgia, residence permit of a 

stateless person, special residence permit, permanent 

residence permit and an investment residence permit. 

Ÿ Importantly, under the new law, to receive a 

residence permit, aliens should hold a long-term 

Georgian visa issued for the same purpose for which 

they desire to receive a residence permit in Georgia, 

except for exceptional circumstances provided for by 

legislation. For example, a person who is interested in 

obtaining a residence permit for work or 

entrepreneurial activities should hold a D1 (work) or 

D2 (entrepreneurial) immigration visa.

Ÿ Under the new law, an investment residence permit 

with the right of permanent residence is issued to an 

alien who has made at least GEL 300 000 worth of 

investment in Georgia, in accordance with the Law of 

Georgia on Investment Activity Promotion and 

Guarantees. In such a case simplified procedures are 

provided for in the law. In particular, an investor 

holding visa of any category may apply to an 

authorized body for an investment residence permit.

As the new immigration regime has caused a certain 

inconvenience for the foreigners residing and working 

in Georgia, the Government has made changes to the 

newly adopted regulations providing the following:

Ÿ An extended time-frame for obtaining necessary 

visas and residence permits of Georgia for the 

foreigners who have been residing in Georgia since 

the period before September 1, 2014;

Ÿ An opportunity to obtain visas without leaving the 

territory of Georgia;

Ÿ The foreigners whose stay in Georgia become 

illegal within the defined period shall not be fined;

Ÿ Transit passage through Georgia shall be extended 

from 5 to 10 days in exceptional situations.

The changes are partly of temporary nature and 
stremain into force only until 1  March, 2015. 

It is worth observing that these changes have not 

been welcomed by some of the foreigners residing 

and working in Georgia. There have also been 

objections raised by the business sector, who often 

employ aliens and those who support liberal 

regulations. However, it is considered that reasonable 

rules regulating immigration in Georgia was 

necessary. Additionally, it will enable the country to 

exercise control over the process. 

Importantly, soon after changing the legal framework, 

the European Commission adopted its progress report 

on the implementation by Georgia of the Visa 

Liberalization Action Plan (VLAP). The report 

concludes that Georgia meets the first-phase 

requirements of the visa dialogue. The Commissioner 

for Home Affairs mentioned that Georgia has shown 

remarkable commitment by putting in place the 

required legislative changes. This is considered as a 

significant achievement and an important step in the 

process that will bring Georgia closer to its goal of a 

visa free regime with the EU.

By Sandro Samadbegishvili
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visa free regime with the EU.

By Sandro Samadbegishvili
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Ÿ Packaging and Marking of Tobacco Products – an 

area occupied by health warnings on tobacco 

products shall be increased from 30% to 80%. 

Pictograms will become obligatory. 

Ÿ Education, Communication, Training and 

Increasing Public Awareness actions to ensure full 

awareness of the population with regards to the 

issues related to tobacco control. 

Ÿ Tobacco Advertisement, Popularization and 

Sponsoring. Prohibition of direct and indirect 

advertisement, propaganda and sponsorship of 

tobacco products, its accessories and consumption 

through all channels, including internet 

advertisements; Prohibition for tobacco industry 

sponsorship of all the kind of public events (festivals, 

sport competitions, school events, markets, concerts, 

etc); Prohibition of all the kind of advertisements 

which promotes popularization of tobacco products in 

a misleading, misrepresenting manner and which risks 

creating incorrect opinions on the characteristics, 

risks, effects and exhaust of tobacco products; 

Prohibition of the initiatives promoting purchase of 

tobacco products.

Ÿ Measures Directed Towards Reduction of Supply 

of Tobacco Products.  Comprehensive and integrated 

guidelines shall be created for the purpose of 

implementing effective measures for giving up 

smoking and for treatment of dependence on tobacco.

In addition to these measures, the Strategy defined 

actions directed towards reduction of supply of 

tobacco products. This includes the prohibition of the 

illegal sale of tobacco products and exclusion of 

access of minors to tobacco.

The measures are intended to have a positive impact 

on the health of the population and improve the 

current national legislation so that it meets 

international standards and EU requirements. 

However, it is worth considering whether the negative 

outcomes of the adoption of strict rules of tobacco 

control should be taken into account. This includes the 

new regulations and imposing more mechanisms to 

monitor and control the industry. Negative results may 

include the reduction of business activities of the local 

and foreign companies engaged in the tobacco 

industry of Georgia. Increasing the price of excise 

duty in the last year has caused prices of tobacco 

products to also increase. However, there have not 

been any studies conducted which would establish the 

effect of tax measures on tobacco consumption. 

Despite this, it is now obvious that the expectations 

that these measures would decrease the access to 

tobacco has not transpired. Smokers now smoke 

cheaper and poorer quality tobacco products. In 

addition, the prices for tobacco products in Georgia 

are currently higher than in neighboring countries, 

which creates a risk of smuggling.  

Therefore, our opinion is that it would have been wise 

for the Government of Georgia to conduct more 

studies, research and take more time before the 

adoption of these measures. We consider it 

inexpedient to take measures which comprehensively 

ban of tobacco advertising, increase health warnings 

to 80%, make it obligatory to include pictograms and 

impose licences and permits for the production and 

trading of tobacco products. Such measures impose 

barriers for doing business in tobacco industry. This 

causes unemployment, reduction of budget revenues 

and entails many other negative outcomes.

By David Archvadze
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One of the stated priorities of the new Government of 

Georgia is to strengthen measures for tobacco control 

in Georgia, in order to bring them into compliance with 

international and national legislation and to initiate a 

wide-scale campaign against smoking. 

The first step was the establishment of a special 

governmental Commission to strengthen the 

measures of tobacco control. The Commission was 

assigned within the period of 1 month (a) to prepare 

and present before the meeting of the Government of 

Georgia a draft tobacco control State strategy and a 

draft State inter-governmental program; (b) to prepare 

and present draft amendments to the legislation 

related to tobacco control.
thOn 30  July 2013 the Government of Georgia adopted 

the State Strategy of Tobacco Control in Georgia and 
thon 29  November 2013, the Prime Minister of Georgia 

issued a Resolution of the Government of Georgia N 

304 on Approval of Action Plan of Tobacco Control 

2013-2018. 

The Strategy identified the fields where the measures 

for strengthening tobacco control should have been 

implemented. In particular, the Strategy prescribed the 

following measures:

a) Tariff and Tax Measures: possibilities for increasing 

the taxes for the purpose of increasing the price for 

tobacco products;

b) Non-Tariff Measures – includes the following seven 

directions:

Ÿ Protection from the influence of tobacco smoke 

which is possible through the maximum level of 

prohibition of smoking in public places, in public 

transport and at the offices as well as a full ban of 

smoking in educational institutions and closed 

establishments. 

Ÿ Regulation of the Content of Tobacco Products 

which shall require an adoption of rules concerning 

testing and measuring of tobacco constituents from 

the tobacco industry. 

Ÿ Regulation of the Information to be provided on 

Tobacco Products which shall require making public 

the information concerning the tobacco products and 

toxic substances contained in smoke. 

New Regulations of Tobacco Control 
in Georgia: Prospects and Risks

Regulations
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Banking/Insurance

By Koba Bobokhidze

Bank guarantees are regulated under civil law in 

Georgia and legal relations arising from a bank 

guarantee are actively established in Georgian 

jurisdiction, being widely used by interested persons 

according to their business activities.

A bank guarantee is a claim securing remedy aiming 

to secure a Beneficiary's timely performance of its 

prime contractual obligations. A bank guarantee is 

used by the Beneficiary upon breach of the 

abovementioned obligation. A Guarantor's monetary 

liability is limited to the sum of money fixed by the 

bank guarantee.

It is controversial in practice, and how positively it 

works is at the will of legislator (Art. 887 Civil Code of 

Georgia) when the Guarantor elucidates that the 

Principal has fulfilled his obligation, but despite that, 

the Beneficiary is still asking to re-satisfy his claim.

Controversy is connected to the subject of 

performance of the primary obligation (fully or 

partially) by the Principal and to the Guarantor's rights 

concerning the fairness of satisfying the claim.

Court practice has established diverse approaches in 

relation to the mechanisms of bank guarantee 

regulations. In most cases, the court interprets the 

bank guarantee as an independent base of a claim 

and the Beneficiary's re-claim is the subject of 

remuneration, notwithstanding the performance of the 

primary obligation by the Principal. The court has 

ruled that they are not obliged to check the grounds of 

the performance of the primary obligation and the 

guarantee is considered an unconditional and 

independent legal relationship.

We assume the aforementioned approach gives rise 

to falseness and prevents the development of the civil 

circulation. This causes the conflict among the civil 

law institutes, motivates the feeling of unfairness and 

damages the legal interests of the Guarantor. In this 

situation, the Beneficiary becomes an unjustly 

enriched person who obtains performance from the 

Principal and additionally, benefits from the Guarantor 

too. That is why it is unfair to oblige a person to 

perform a guarantee obligation (contractual obligation) 

which is against the concept of the other obligation 

and provokes a legal conflict between the two.

In terms of bank guarantee regulations, whether a 

Beneficiary's claim to remunerate is lawful or not, 

requires checking alongside the full or partial 

performance of the primary obligation. The dispute 

resolving authority should consider the Beneficiary's 

re-claim as groundless in case the Principal has 

performed the obligation. If the primary obligation has 

been performed in part, the amount of guarantee 

should be lessened proportionally to the cost of the 

obligation.

If we look at the European and American legal 

experiences regarding bank guarantees, there is a 

balancing between the interests of the parties, not 

only from the legislation but by the court rulings. 

European and American law recognizes that the 

rightfulness of the claim against the Guarantor comes 

from the concept and terms of the primary obligation.

Hence, legal relations arising from the bank guarantee 

have an important impact on the interests of the 

parties and require appropriate regulation.

Bank Guarantee as a Claim Securing 
Remedy and its Characteristics
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Mgaloblishvili Kipiani Dzidziguri successfully 

completed yet another (non-mandatory) liquidation 

proceeding involving a Representative Office (RO) of 

a foreign based company in Georgia. The assignment 

included full services of initiating, conducting the 

liquidation and concluding the closure of business.  

Below is outlined a brief action-plan describing the 

initiation and completion stages of liquidation:

A. Initiation of the liquidation.

The first step is to initiate the liquidation. For this, the 

founder of RO shall take a decision to initiate the 

liquidation. Such a decision shall include the 

information on the initiation of closing down the 

business, appointing the liquidator, also the 

information on all known creditors of RO and the term 

of satisfying their claims. If there are no such 

creditors, it should be indicated.

The Corporate Decision on the initiation of the 

liquidation proceedings is registered with the Public 

Registry of Georgia. The person actually conducting 

the liquidation proceedings is the liquidator, as 

appointed by the founder company of RO (Liquidator). 

The Liquidator is also registered with the Registry. 

Following the registration, the Registry shall furnish 

the information to the Revenue Service of Georgia. 

The Revenue Service shall, within 10 business days 

from the receipt of the notification from the Registry, 

revert to the Registry with information on the 

existence of the risk of tax indebtedness relative to 

RO. 

The information on the possible risk of tax 

indebtedness shall include the reference to the term 

for (a) conducting the tax inspection and (b) identifying 

the fact of tax indebtedness by the Revenue Service. 

Such term for inspection shall not exceed 90 days 

from the moment of registering the liquidation 

procedure. The term may be extended once, for not 

more than two months. 

As practice shows, the Revenue Service is most likely 

to initiate such an inspection upon the Registry 

forwarding to the Revenue Service the information on 

the initiation of the liquidation proceedings.  The 

inspection may take 90 days and a further two months 

if extended. In practice this may take longer. 

Within 15 days from the date of registering the 

liquidation proceedings at Registry, the Liquidator 

shall submit the tax declarations (profit tax 

declarations, property tax declarations) with the 

Revenue Service. 

B. Conclusion of the liquidation.

In order to initiate the concluding stage of the 

liquidation proceedings, the founder (partner) of RO 

shall take an additional Corporate Decision on the 

finalization of the liquidation (Corporate Decision 2) 

which shall be presented at the Registry. This can be 

done via a local and authorised Attorney under the 

relevant PoA. 

Such a decision may be submitted to the Registry 

following the response from the Revenue Service on 

the possible risks of tax indebtedness. The Revenue 

Service is required to revert to the Registry within 10 

business days from the receipt of the notification from 

the Registry on the initiation of liquidation of RO. 

If the Revenue Service initiates the tax inspection, 

then the Corporate Decision 2 shall take effect once 

the Revenue Service concludes the tax inspection and 

will inform the Registry.  

If any tax indebtedness is found, the Revenue Service 

shall issue the decision of conclusion of the tax 

inspection after the indebtedness has been fully 

covered. 

Following the receipt of a final notification from the 

Revenue Service, the Registry shall register the 

liquidation of RO.

Liquidation of a Representative 
Office – Practical Tips

Corporate

By Baqar Palavandishvili
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A number of changes have been introduced 

throughout 2014 to various norms, regulating the 

Aviation industry in Georgia. The changes are largely 

due to the country's obligations, which require that it 

must implement the European standards and norms 

as part of the gradual approximation in the air 

transport sector under the EU-Georgia Common 

Aviation Area Agreement.

Amongst others, changes have been introduced to the 

Rules of Certification of the Aircraft Operator, 

applicable to the aircraft operators, registered in 

Georgia. For the purposes of assessing the 

compliance with international standards of flight 

safety, the Georgian Civil Aviation Agency ('GCAA') 

introduced the requirement of re-certification of 

Georgian-registered aircraft operators (no later than 

January 2015 – for aircraft operators, engaged in 

international carriage;  no later than May 1, 2015 – for 

aircraft operators, not engaged in international 

carriage).

Aviation – Regulatory Updates

Carriers, who were willing to obtain initial aircraft 

operator certificates, will be unable to do so, since the 

GCAA has put on hold the process of  accepting 

applications and issuing the initial aircraft operator 

certificates until May 1, 2015.

At the same time, the re-certification shall not affect 

the operation of the existing certificates, unless 

grounds for suspending/terminating the certificates 

are identified as a result of re-certification.

Once again we note that the re-certification only 

affects the Georgian-registered aircraft operators and 

does not extend to the foreign carriers, not registered 

in Georgia.

Aviation

By Mariam Antia

24 25

By Mikheil Gogeshvili

Maritime Law

By David Metskhovrishvili

Landmark Case 
in Maritime Law

Mgaloblishvili Kipiani Dzidziguri, represented by 

Mikheil Gogeshvili and David Metskhovrishvili, 

acted for successful owners and their P&I 

Insurers in a high value maritime dispute. 

A claim arose from the loss of the deck cargo 

en route from the Port of Constanta, Romania 

to the Port of Poti, Georgia. 

The receivers of the cargo argued that the loss 

was due to the un-seaworthiness of the 

maritime vessel as well as lack of due care 

(gross negligence) which was attributable to the 

master and crew.

The ship owners responded arguing that the 

parties must have intended responsibility for 

loading, lashing/securing cargo to be 

transferred to the shipper/charterer/receiver 

based on the terms of the recap, Gencon 

clause 5.  They therefore argued that it was the 

natural consequence that the Bill of Lading 

indicated that the carrier was not responsible 

for loss/damage of the deck cargo. 

The defendants further argued that proper care 

was exercised by the crew with all available 

means in the face of adverse weather 

conditions during the voyage. This defence was 

backed by an expert report issued by marine 

surveyors in the United Kingdom. The findings 

of the report revealed that the primary cause of 

the loss was improper loading, securing and 

lashing of the deck cargo conducted at the port 

of loading. 

The defendants were successful in the Court of 

First Instance (Poti city court). The claim was 

dismissed in its entirety. The decision of Poti 

city court was further upheld by the Kutaisi 

Court of Appeals. The case is now open for 

appeal to the Supreme Court of Georgia. 

It is noteworthy that this is the first case 

involving the loss of deck cargo ever 

considered in Georgian courts.
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Our team has been engaged last year in various 

proceedings, both inside and outside Georgia 

including: the enforcement/recognition of arbitral 

awards, the challenge of arbitral awards in the courts 

of general jurisdiction, attachment applications in 

support of arbitration/court proceedings, identifying 

assets for the purposes of freezing injunctions and 

commencing complex proceeding regarding the return 

of seized property. Due to confidentiality constraints, 

and the ongoing nature of these cases, we cannot 

reveal the names of the parties or identify the projects 

involved. I nevertheless attempt to summarise below 

what the MKD arbitration/litigation team has learned 

from these cases.

The first and most important factor is continuing to 

develop our team work and selecting the best team 

possible to achieve the ultimate goal of winning each 

individual case for our clients. In addition, we seek to 

always listen to different opinions and identify the 

most appropriate solutions to the problem in question. 

We also attempt to incorporate and develop modern 

techniques of conducting litigation/arbitration into the 

Georgian landscape, aiming to be creative and calm 

in order to comply with the high demands of our 

clients. While we are still improving, we have 

nevertheless achieved several landmark results in the 

last year, both locally and internationally, including: 

obtaining injunctive relief in Georgia in support of 

litigation regarding the deprivation of shares, obtaining 

injunctive relief in a European jurisdiction in support of 

an LCIA arbitration claim, and several successful 

recognitions in Georgia of foreign arbitral awards/court 

decisions.

Secondly, we have developed relations with our 

foreign colleagues with respect to court/arbitration 

proceedings with implications in Georgia (both legally 

and factually). As mentioned above, we achieved 

several successful results with the cooperation of 

international law firms and individuals. We have been 

impressed by the various chances to use Georgia as 

an important factor and tool for commencing or 

intervening in legal proceedings between parties who 

do not always have any direct or obvious links to 

Georgia. In our view, this pattern will continue to grow 

in the coming years, since it is inevitable that Georgia 

will continue to develop as a regional transportation 

hub, resulting in increased freight and flow of different 

commodities (via Georgian Railways and Ports both 

existing and to be built).

Thirdly, about it is important to note that our clients are 

the ultimate beneficiary of our services. In today's 

competitive world clients are from time to time 

demanding and wish to achieve near perfect results in 

the shortest possible time period.  We always try our 

best to make ourselves available for such demands 

and are building interesting models of cooperation 

both in terms of achieving results and demonstrating 

flexibility regarding fees. We do believe that the ability 

to listen to our clients and understand their 

requirements are still the paramount aspect of the 

day-to-day life of our litigation/arbitration team. In line 

with this approach, we are careful and sensitive in our 

relations with our clients, especially in dispute matters, 

and are proud to identify their concerns as our own 

and to seek to resolve them accordingly.
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Multi-Jurisdictional Proceedings

By Irakli Mgaloblishvili
Strengths: "Historically active in liti�tion." 
Chambers Europe, 2014

Arbitration/Litigation

In 2014 Mgaloblishvili Kipiani Dzidziguri advised on 

multi-jurisdictional civil procedural issues. A landmark 

case covered serving court documents to a 

Respondent residing in Georgia.  The Claimant in the 

dispute was a citizen of Country X and the dispute 

was taking place in the British Virgin Islands. The law 

of the British Virgin Islands referred to Georgian law 

as the relevant law under which the service of Court 

documents could be arranged. The problem was that 

Georgian Civil Procedure rules only apply to service of 

documents when a Georgian Court examines the 

case. Therefore, the rules of Georgian Civil Procedure 

had to be used as an analogy. 

A number of state institutions that we addressed on 

this matter were stating that the documents should be 

issued by the Georgian Courts. Therefore, we had to 

provide legal arguments and explain that Georgian 

Civil Procedure should be used as an analogy, 

otherwise the Claim and documents that are sent from 

a non-Georgian Court have no legal framework. 

In order to simplify the burden of proof for our Client in 

the Court of British Virgin Islands, we were gathering 

as much evidence as possible in order to prove the 

service of documents to the Respondent. 

MKD advised that two methods should be effected in 

order to make sure that the service of documents was 

valid under Georgian law and to ensure that it was 

clear that the Claimant did his best to serve the Court 

documents to the Respondent: 1. Deliver documents 

to both of the known addresses of the Respondent, in 

the presence of a Representative of the National 

Bureau of Enforcement in order to draft a Statement 

of Facts; 2. Make a public announcement online and 

in a newspaper. 

Thanks to the efforts of the team working on this 

matter, we managed to collect credible evidence that 

can be presented at the Court of British Virgin Islands 

and be used to prove that the Respondent was duly 

served in Georgia.

Multi-Jurisdictional 
Civil Procedural Issues

By Mariam Asanishvili
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The Client stated that in September 2008, as a result 

of threat and pressure from the State officials against 

him, his relatives and partners, he was forced to cede 

a controlling stake in his family owned company 

shares to the second partner (a physical person). In 

return the Client received a meagre sum of money 

compared to the market value of the shares.

The Client's goal was the seizure of the shares which 

had been sold under coercion and to void the 

agreement (on the share purchase) via the complaint 

procedure.

In accordance with the court of first instance's order 

(for purposes of securing the claim) the seizure of the 

sold stocks was carried out. The claim was prepared 

and the case was taken under submission.

In similar type of cases in the format of civil disputes 

the main impeding circumstances may be: a) limitation 

period, b) lack of direct, undisputed evidence.

According to Article 89 of the Civil Code of Georgia, a 

transaction made by duress is voidable within one 

year from the moment at which the duress ended.

However, in this case the limitation term determined 

by Article 89 is expired, which, on the one hand, 

excludes the invalidity of the deal.

On the other hand, participation of the state officials in 

the coercion process means that a separate basis of 

claim can be used. There is an opportunity to solve 

the issue of limitation period by Article 54 of the same 

Code instead, which covers avoiding unlawful and 

immoral transactions. This Article imposes a limitation 

period of ten years.

As we mentioned, in the context of Article 54 of the 

Civil Code of Georgia, there is a prerequisite for its 

application. This prerequisite is the participation of 

state officials in the coercion process. If state officials 

have used coercion, the transaction does not only 

appear immoral, it is also incompatible with public 

rules. This is due to the fact that any legal state, 

including Georgia, should guarantee and ensure the 

protection of private autonomy and the principle of 

contracting freely in civil matters. In this particular 

case, the state officials themselves directly violated 

this principle.

The second problem (which often arises when dealing 

with these types of disputes) is the absence of direct 

and indisputable evidence. This problem is directly 

related to the nature of the violation. As a rule, the 

violator does not make any written document about 

the coercion. Additionally, the possibility of video or 

audio records is slim.

Therefore, in such cases, it is important to utilise any 

oral witnesses. In addition, during the court 

proceedings, special attention should be attracted to 

indirect, or circumstantial evidence. An example of this 

is if the transfer of property was paid or not, how the 

sale value corresponds to its market value and what 

the conditions of concluding the agreement were.) 

Voiding Transactions Made Under 
Coercion from State Officials

Court Practice

By Andro Kiknavelidze
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In the course of recognition and enforcement of 

foreign-country judgments in Georgian jurisdiction, 

MKD conducted proceedings related to the 

recognition and enforcement of Kiev commercial 

court's judgment in Georgian jurisdiction against 

Georgian resident company. 

According to Georgian legislation, Georgia recognizes 

and provides for the enforcement of foreign-country 

judgments and/or arbitration awards. These cases are 

ruled by the Supreme Court of Georgia upon the 

application of the interested person. The judgment of 

the Supreme Court is published in the form of a court 

ruling. 

Our application on the aforementioned case was 

examined by the Supreme Court of Georgia and every 

assignment in the application was satisfied. Currently, 

the enforcement process of the judgment is ongoing.

In the course of proceedings our attention was 

directed to the fact that court demanded a document 

affirming the judgment was not enforced. We suggest 

that this step is unnecessary, as a copy of the 

application is also sent to the respondent, and if the 

judgment has already been enforced then the other 

party will be able to present the relevant evidence 

itself.

We believe that the timeframes also have to be 

reviewed, as the current timeframe for examination of 

applications concerning recognition and enforcement 

of foreign-country judgments is 6 (six) months 

(however according to the court practice, applications 

are examined mainly in four months). This is a very 

long period for such cases in the situation where the 

Supreme Court does not examine the case 

fundamentally, but only examines the formal 

compliance of the application with the provisions of 

the Georgian law “On the Private International Law” 

and obligations of Georgia arising from the 

international treaties.

In addition, the fact that a copy of application is also 

sent to the respondent provides him with some time to 

transfer (hide) his actives, when he does not act in 

good faith, which of course will delay the enforcement 

or may even make it impossible. In this situation, the 

party who assigned the recognition and enforcement 

would need to start legal proceedings, regarding the 

transferred (hidden) actives, which is naturally 

influenced by the cost and time of proceedings. 

Consequently, by taking into account that applications 

regarding recognition and enforcement of foreign-

country judgments are not examined fundamentally by 

the Supreme Court, but are only examined in respect 

of their formal compliance with the provisions of the 

Georgian law “On the Private International Law” and 

obligations of Georgia arisen from the international 

treaties, we assume it would be reasonable to shorten 

the six-month period up to ten days, analogously to 

the Art. 35621 of the Civil Procedure Code of Georgia. 

In particular, Court of Appeal hearings examine 

applications concerning the recognition and 

enforcement of arbitration awards which operate 

under Georgian jurisdiction within 10 days upon 

receipt of the application. 

In conclusion, we believe that the shortening of 

timeframes on applications in relation to recognition 

and enforcement of foreign-country judgments will 

increase the flexibility of the court and also the 

chances of the judgment being enforced effectively. 

Recognition and Enforcement of 
Foreign Judgments in Georgia

By Mikheil Kakulia
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Supporting students and development of le�l 
education in Georgia overall is one of the top 
priorities in corporate responsibility for M�loblishvili 
Kipiani Dzidziguri. Through this initiative, the firm 
has been closely cooperating with I. Javakhishvili 
Tbilisi State University (TSU), Faculty of Law, which 
graduates the best le�l minds in the country. 

We try to design diverse projects to motivate both 
younger law students and graduates, at the same 
time giving them the essential practical skills for 
their successful future career. MKD partners and 
lawyers are committed to sharing their professional 
expertise with the students to consolidate their 
theoretical knowledge with practice from the real 
business environment.

Supporting 
students

30

Open Day 

In 2014 MKD continued the tradition of holding the 

firm's Open Day and once again welcomed at its office 

the law students of I. Javakhishvili Tbilisi State 

University. 

The event was designed to give the undergraduates 

and graduates an insight into the firm's working 

atmosphere and increase awareness of the variety of 

law. The students were given a range of presentations 

on topical legal issues, the lawyers shared personal 

experiences from their practice, and the day also 

featured interactive discussions in a friendly and 

informal atmosphere. 

Taking into consideration the level of interest in MKD 

Open Days, this tradition will be carried on to offer 

students more opportunities to interact with the 

practicing lawyers and to enhance the skills which are 

necessary for succeeding in legal profession.

The Best Student Paper 2014 contest 

In order to further develop its initiative of supporting 

Mgaloblishvili Kipiani Dzidziguri, in collaboration with 

the Faculty of Law of TSU, launched the “Best student 

paper 2014” essay contest. 

This was another joint project within the framework of 

continuous partnership between MKD and the TSU 

Law Faculty, designed to strengthen critical thinking 

skills of the future lawyers as they go through the 

process of developing their works. 

Two papers were found as the best in the first 

contest's edition, and the students were rewarded with 

cash prizes. 

MKD 2nd Annual Scholarship contest

The annual MKD Scholarship contest, now in its 
rd thsecond year, was addressed to meritorious 3  and 4  

year law students of Tbilisi State University, who have 

excellent academic performance and demonstrate 

strong ambitions and leadership.

The candidates were selected based on their 

academic merit and the extracurricular activities. As a 

result, a TSU student Giorgi Nakashidze, who 

successfully passed the selection interview, was 

declared as the winner and was awarded with an 

MKD monthly allowance for one academic year. 

Quoting the thank you letter received from the last 

year's MKD scholarship holder Gocha Okreshidze, 

who said that “MKD's reward proved to be important 

during my studies not only from economic point of 

view, but more in terms of doubling my motivation and 

commitment,” MKD Managing Partner David 

Dzidziguri noted that such feedback is the firm's most 

important motivation for enhancing further cooperation 

with TSU.
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Networking through 
opportunities

Appreciation from the Ministry of 
Sport and Youth Af�irs of Georgia 

Mgaloblishvili Kipiani Dzidziguri was appreciated by Mr Levan Kipiani, Minister of Sport and Youth Affairs of 

Georgia, for the firm's contribution to organization of the conference "State's sports policy of Georgia: challenges 

and perspectives" held in Tbilisi on April 15-16, 2014. 

This large scale event gathered about 230 participants to share their experience and discuss a number of topical 

issues in sports. Special attention was paid to sports law and sports arbitration, since these areas have been in 

their very first stage of development in Georgia and would need integration of best international practices for 

progressing further. 

The Ministry of Sport and Youth Affairs was working in close partnership with Mgaloblishvili Kipiani Dzidziguri to 

assure participation of the world-known foreign experts in sports law and arbitration matters.

Speaking at Georgia-Ukraine 
Business Forum

Victor Kipiani, partner at MKD and Co-Chairman of the Georgian-Ukrainian Business Club, spoke at Business 
thForum Ukraine-Georgia, held in Tbilisi on 16  September 2014. 

The Ministers of Agriculture of Georgia and Ukraine, together with Mr Kipiani and Ms Chikovani, Director of the 

Georgian CCI, addressed their welcome speeches to Georgian and Ukrainian businessmen, as well as to 

representatives of NGOs and state bodies who attended the forum. 

In his speech, Victor Kipiani accentuated the growing need to work on food security issues, which are topical in the 

modern world. He also spoke of the recent association with the EU as the roadmap for accessing new markets, 

where joint efforts by the Georgian and Ukrainian side would significantly facilitate that process.
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Speaking at All Energy Turkey 2014

Irakli Mgaloblishvili, partner of Mgaloblishvili Kipiani Dzidziguri, spoke to the delegates of the All Energy Turkey 
th thConference, held in Istanbul on 24  and 25  September 2014. 

The conference offered a marketplace for developing the segment of trading, sales and marketing in the energy 

sector, bringing together the most remarkable domestic and international actors of the energy industry as well as 

government officials. 

Irakli Mgaloblishvili presented his speech at the “Legal Aspects of Internal and Cross-Border Electricity and Gas 

Trade” thematic workshop, hosted by Boden Law within the framework of the conference. 

MKD was also working in close partnership with the conference organizers to assure participation of Deputy 

Minister of Energy of Georgia Mr Ilia Eloshvili, who delivered a keynote speech at the opening session of the All 

Energy Turkey.

M�loblishvil i Kipiani Dzidziguri and the Embassy 
of Japan in Georgia signed Advisory Agreement

Agreement on providing legal advisory services was signed in 2014 between the Embassy of Japan in Georgia and 

our law firm Mgaloblishvili Kipiani Dzidziguri. 

MKD has been assisting the Embassy on a legal framework for implementing its objectives in the country, 

alongside providing the Embassy with latest changes in Georgian law. A team of high-qualified MKD professionals 

with an international outlook and strong knowledge in local law would advise the Embassy for working out required 

solutions in compliance with Georgian law requirements. 

“Mgaloblishvili Kipiani Dzidziguri had been acting as a legal counsel to Embassies of different countries in Georgia, 

but this is the first time we signed an agreement with the Embassy of Japan. We look forward to our successful 

bilateral cooperation and interesting projects ahead", commented Archil Kbilashvili, a partner at MKD who has 

signed the agreement on behalf of the firm.
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representatives of NGOs and state bodies who attended the forum. 

In his speech, Victor Kipiani accentuated the growing need to work on food security issues, which are topical in the 

modern world. He also spoke of the recent association with the EU as the roadmap for accessing new markets, 

where joint efforts by the Georgian and Ukrainian side would significantly facilitate that process.
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Speaking at All Energy Turkey 2014

Irakli Mgaloblishvili, partner of Mgaloblishvili Kipiani Dzidziguri, spoke to the delegates of the All Energy Turkey 
th thConference, held in Istanbul on 24  and 25  September 2014. 

The conference offered a marketplace for developing the segment of trading, sales and marketing in the energy 

sector, bringing together the most remarkable domestic and international actors of the energy industry as well as 

government officials. 

Irakli Mgaloblishvili presented his speech at the “Legal Aspects of Internal and Cross-Border Electricity and Gas 

Trade” thematic workshop, hosted by Boden Law within the framework of the conference. 

MKD was also working in close partnership with the conference organizers to assure participation of Deputy 

Minister of Energy of Georgia Mr Ilia Eloshvili, who delivered a keynote speech at the opening session of the All 

Energy Turkey.

M�loblishvil i Kipiani Dzidziguri and the Embassy 
of Japan in Georgia signed Advisory Agreement

Agreement on providing legal advisory services was signed in 2014 between the Embassy of Japan in Georgia and 

our law firm Mgaloblishvili Kipiani Dzidziguri. 

MKD has been assisting the Embassy on a legal framework for implementing its objectives in the country, 

alongside providing the Embassy with latest changes in Georgian law. A team of high-qualified MKD professionals 

with an international outlook and strong knowledge in local law would advise the Embassy for working out required 

solutions in compliance with Georgian law requirements. 

“Mgaloblishvili Kipiani Dzidziguri had been acting as a legal counsel to Embassies of different countries in Georgia, 

but this is the first time we signed an agreement with the Embassy of Japan. We look forward to our successful 

bilateral cooperation and interesting projects ahead", commented Archil Kbilashvili, a partner at MKD who has 

signed the agreement on behalf of the firm.

33



MKD “Ambassadorial”
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H.E. Alexandra Hall Hall, 
Brit ish Ambassador to 
Georgia, meets MKD partners

Meeting with 
Ambassador 

Extraordinary and 
Plenipotentiary of Japan 

to Georgia 
H.E. Toshio Kaitani, his 

spouse Mrs Kaitani, and 
Attache of Embassy of 

Japan in Georgia 
Mr Yasuhiro Kojima

U.S. Ambassador to Georgia H.E. 
Richard Norland and Mr Steven Neff, 
Resident Le�l Advisor, Department of 
Justice of the U.S. Embassy, meet 
partners at M�loblishvil i Kipiani Dzidziguri 

Meeting with 
H.E. Guenther Baechler, 

Swiss Ambassador to 
Georgia
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