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LEGAL ALERT: 

THE LAW OF GEORGIA “ON ACCOUNTING, 

REPORTING AND AUDIT” 

 



A new Georgian law, “On Accounting, Reporting and Audit,” has been adopted. It 

entered into force on 8 June 2016 to replace the old law, “On Accounting and Financial 

Reporting.” Representatives from governmental bodies, professional organizations and 

experts from The World Bank were involved in the law-making process. This was an 

important step since implementing new regulations is important for economic growth and 

development of the investment environment. 

  

The purpose of creating this law was the improvement and perfection of the system that 

regulates accounting, financial reports and auditing in order to ensure that it meets the 

requirements of European directives. This law aims to determine an appropriate 

supervising body, which will control the work done by auditors/auditing firms and 

professional organizations in accordance with proper legal acts. Enforcement of the new 

law also required amendments to various other laws, such as the Law on Entrepreneurs, 

Tax Code and Law on Facilitation of the Prevention of Illicit Income Legalization.  

  

In accordance with international standards, the new law makes stipulations about the 

following issues: accounting; preparing and submitting financial and management reports; 

professional certification; ensuring auditing quality and the legal basis for state 

supervision of these fields and for imposing responsibility. This law does not cover 

budgetary organizations defined by the Budgetary Code of Georgia, except for the cases 

specifically prescribed by the legislation.  
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Several major amendments have been made to Georgia’s law on “Accounting, Reporting and 

Audit”:  

 The scope of the law has been widened. This resulted in the appearance of new terms, such 

as enterprises of the first, second, third and fourth categories; Person of Public Interest 

(PPI); parent company, subsidiary and group.  

 In accordance with the law, a new institution, the Accounting, Reporting and Audit 

Supervision Service, which is a subordinate of the Ministry of Finance of Georgia, has been 

formed. This kind of supervision performed by the Ministry of Finance has already been 

implemented in several countries, such as Bosnia and Herzegovina, Malta and Spain. There 

is also a plan to develop it in Germany. 

The Service is responsible to the Government and Minister of Finance of Georgia. It 

supervises accounting, reporting and auditing in order to ensure the transparency of the 

information according to Georgian legislation. It is noteworthy that the Service has the right 

to issue normative acts. The Service’s management, coordination and leadership is the 

responsibility of the Head of the Service, who is appointed by the Prime Minister of Georgia 

for 5 years according to the recommendation of the Minister of Finance. The same person 

may serve as the Head of the Service only for two consecutive terms. The qualifications for 

the Head of the Service are prescribed by law.  
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 The law also concerns issues related to the functioning of the accounting, reporting and 

auditing Board of Review. In addition to the consideration of complaints, the Board’s role is 

to work on the review of accounting, reporting and audit-related subordinate normative acts, 

subject to professional evaluation and appropriate recommendations within 10 working days 

of submission. It is noteworthy that the Board provides consultations and recommendations 

in connection with the nomination of candidates for the position of the Head of the Service 

to the Minister of Finance of Georgia. 

The Board consists of seven members, one member from each of the following institutions: 

the Ministry of Finance of Georgia, the National Bank of Georgia’s Board, the Ministry of 

Economy and Sustainable Development of Georgia, the State Insurance Supervision Service, 

professional organizations, business associations and academies. Board members are 

appointed for five-year terms and they shall not be reimbursed.  

 Companies are obliged to engage in accounting and financial reporting in the following 

manner: 

1) PPI enterprises and first category enterprises implement accounting and financial 

reporting in accordance with International Financial Reporting Standards (IFRS). 

2) Enterprises from the second and third categories implement accounting and financial 

reporting in accordance with IFRS for small and medium enterprises (IFRS for SMEs). They 

also have the right to use the IFRS. 
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3) Enterprises from the fourth category and non-profit (non-commercial) legal entities 

implement accounting and financial reports according to the standards produced by the 

Board. Fourth category and non-profit legal enterprises also have the right to make use of 

the IFRS for SMEs or the IFRS. 

In addition to the requirements in the revised law, PPI as well as first and second category 

enterprises are obliged to ensure their own financial reports and audits of their 

consolidated financial reports. Third and fourth category enterprises and non-profit (non-

commercial) legal entities are exempt from the obligation to produce corporate audits of 

their financial reports, if Georgian legislation does not require otherwise. 

 The law prescribes regulations for the functioning of the state Registry of Auditors’, which 

is public and managed by the Service. Website and electronic registry of production rules, 

structure of the Registry, its form, customer lists and identification information for 

companies are determined by the Service. Legal entities registered in Georgia, branches of 

foreign companies or individuals acquire the power to audit in Georgia after registration in 

the Register. The basis for registration of the auditor/audit firm or renewal of their 

registration is the application of and compliance with the requirements established by this 

law and by laws adopted on the basis thereof.  

The Service is responsible for the cancellation of registration. When registration is 

cancelled, the auditor/audit firm does not have the right to use the words “auditor or 

auditing firm” in its name. 
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Besides the aforementioned amendments, the new law stipulates the following issues:  

 Chapter III covers basic issues, such as the functioning of professional organizations, 

professional certification and continuing education. The Service sets the standard for 

professional certification and continuing education standards that meet the 

requirements of EU directives and the International Education Standards (IES), which 

are established by the International Federation of Accountants (IFAC).  

 Chapter V determines auditing services and quality assurance. Audits are conducted in 

Georgia in accordance with International Standards (ISA). Only PPI and first and second 

category enterprises are required to perform audits; however, any entity in which the 

audit requirements are not yet defined, has the right to conduct an audit of their 

financial reports and audited financial reports as well. Financial report audits in PPI and 

first and second category enterprises are carried out once a year.  

Certified accountants/auditors/audit firms are required, in the exercise of professional 

services, to comply with the Code of Ethics for Professional Accountants (IESBA Code) 

defined by the IFAC. The information obtained by the auditor/audit firm in the 

implementation of professional services is confidential.  

 Chapter VII determines liability and dispute resolution. The Service imposes sanctions in 

the case of an administrative infraction by auditors, shareholders, professional 

organizations and special examination bodies. In particular, sanctions will stimulate the 

growth of the state budget revenue.  
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This Legal Alert 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. 

 7 

LEGAL ALERT: THE LAW OF GEORGIA 

“ON ACCOUNTING, REPORTING AND AUDIT” 

Tamara Tkeshelashvili 

Lawyer 

Email: ttkeshelashvili@mkd.ge 

Tel.: +995 32 255 38 80 

mailto:vkipiani@mkd.ge
mailto:mantia@mkd.ge
mailto:mantia@mkd.ge

