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1. Introduction

1. 1 Overview of investment climate in Georgia 

The legal basis for both foreign and local investments and the guarantees of their protection on the territory of 
Georgia, as well as the investment-friendly regime is regulated by the set of laws, comprising of the 
Constitution of Georgia, international treaties and number of local legislative acts, such as, for instance, the 
Law of Georgia on the Investment Activity Promotion and Guarantees1 and the Law of Georgia on the State 

Support of Investments.2

Under the Georgian laws, investments shall imply all types of property and intellectual valuables or rights3

invested and applied for gaining possible profit in the investment activity carried out in the territory of Georgia.

Legal Status of Investors

Under the Georgian Laws, an investor shall be deemed to be a natural or legal person as well as an 
international organization investing in Georgia. The law also distinguishes the notion of a foreign investor.4

Investment may be carried out in various sectors, however, the laws do provide for certain limitations (such as 
prohibition of investment in  manufacture and distribution of nuclear, biological  and chemical weapons as well 
as building of testing ranges, implementation of scientific-research work related to cloning of a human, 
producing of narcotics and other activities prohibited by the  International treaties of Georgia). Investments in 
certain fields are subject to mandatory licensing.

Further, the Georgian laws do recognize the principle of equal treatment of the foreign investors, i.e. the rights 
and guarantees of the foreign investors shall not be less than those enjoyed by Georgian natural persons and 
legal entities, except for the cases as foreseen by laws.



Investment Promotion

For the purpose of promotion of foreign investments the Investment Centre of Georgia is established at the 
Ministry of Economic Development of Georgia. The functions of the investment centre are as follows:

Provision of services to investors and facilitation of their activities;

Obtaining and distribution of the information environment;

Elaboration and submission of recommendations to the executive and legislative state bodies of Georgia on 
improvement of investment environment;

Attracting of investments; identification of foreign countries and companies and individual contact with them.

----------------------------------------------------------

1 Dated 12 November 1996;

2 Dated 30 June 2006.

3 Under the Law of Georgia on Investment Activity Promotion and Guarantees, article 1.2, such value or right may be: (a) 
funds, shares, ownership interest and other securities; (b) movable and immovable property - land, buildings, equipment 
and wealth; (c) right to use the land and other natural resources, patent, license, “know-how”, experience and other 
intellectual value; (d) other property and intellectual value or right provided by the laws.

4 Under the article 2.2 of the Law of Georgia on Investment Activity Promotion and Guarantees, a foreign investor shall be 
deemed to be: (a) a foreign citizen; (b) a stateless person not residing on the territory of Georgia; (c) a Georgian citizen 
permanently residing abroad; (d) a legal person registered beyond Georgia. 



State support of the investments is ensured by the Georgian Government represented by the National 
Investment Agency (the “Agency”). The Agency is entitled to represent the investor in relations with the 
administrative bodies and other persons on the basis of the respective agreement. Under the said agreement 
the Agency assists the investor in obtaining all the licenses and/or permits necessary for carrying out 
investment activities and performs other representative functions as required.

1.2 Important peculiarities of M&A deals

The Law of Georgia on Entrepreneurs distinguishes two forms of merger: 

a) Whereby one enterprise (company) joins another. It may be that more than one enterprise (companies) 
joins the other one;

b) Whereby two independent enterprises (companies) incorporate in one new enterprise (company). In this 
case too, several enterprises (companies) may be incorporated into one enterprise (company).

Merger of companies is carried out on the basis of the agreement on merger, concluded between the 
merging companies. The agreement on merger is signed by the directors of these companies provided that 
the signature is done after the Meeting of the Partners adopts  and  accepts the agreement on the merger, 
i.e. making of the decision  on  merger of the companies also means adoption of the agreement  on  merger  
by  the  Meeting  of Partners. In the companies of a partnership type (GP, LP) a decision on merger is being 
made by a solid vote, while in capital societies – by a simple or qualified majority of votes.

Since the agreement on merger serves as a basis for number of amendments to be made to the 
entrepreneurial register, it shall be duly notarized. Otherwise, the agreement shall be deemed void.



Agreement on merger shall include the following data:

1. firm-names and legal addresses of the merging companies; organizational-legal form of the company established 
as a result of the merger;

2. an agreement that the property of the merged companies is transferred to the new one, and if one company 
joins another – an agreement that the property of the second company with the respective share security is 
transferred to the new company;

3. percentage of shares in the new company and if in result of the merger a contribution need to be made – its 
value and type;

4. a detailed description of the issues related to the share transfer;

5. merger-related specifics and characteristics;

6. the date of the merger, i.e. date from which the company established as a result of the merger, will be deemed 
as the legal successor of the former companies;

7. the rights of holders of preference shares, or the nominal shares, etc in the former company;

8. status and responsibilities of the directors of the new company;

9. an agreement  on appointment of an independent expert, if there is a deviation from the book cost in the 
balance-sheet;



10. data on the legal status of the company’s employees, namely, whether they will continue working in the 
newly established company or not;

11. data on increase in the capital of the company and the sources of its increase.

Agreement on merger shall be fully (or at least its basic provisions) included in the charter of the new 
company, which should bear the signatures of those, having signed the agreement on merger.

In practice, the question rises whether who is the partner of the new company and what is the difference 
between the merger of the companies and the case where two or more independent enterprises found a 
new company.

After the merger the combined enterprises cease their existence, i.e. after the incorporation they are no 
more legal entities. Exception from this rule is a joining. At this time only the joining enterprise ceases 
its existence while the enterprise which is joined with by the above mentioned one continues its 
existence (under the previous firm-name or a new one – it is an issue of the agreement on merger). 
Thus, partners of the new company will not be the incorporated enterprises but their partners.

In case of foundation of a new company by the enterprises, the founding enterprises do not cease their 
existence but become the partners-founders of the company.

Freedom of merger means also a freedom of choice of an organizational-legal form, i.e. while executing 
the agreement on merger the concerned enterprises make a decision on choosing the organizational-
legal form. E.g. merger of two LLC-s does not mean the establishment of LLC automatically; another 
organizational-legal  form  may be  chosen, e.g.  JSC. At  the same time  the organizational-legal form



selected by the incorporated enterprises must meet the requirements of the law, for instance, the charter capital 
of the company must not be less than the amount, established by the law.

During the merger the issues concerning the partners’ shares in a new company are of great importance. This 
matter is crucial, since merger is always associated with loss of certain privileges existed in the former 
enterprise. For example, before the merger of the enterprises a person may possess more than a half of the 
capital, and afterwards it may lose this privilege (especially, if this enterprise joins with another one). Instead of 
this the assets equivalent to its share is being increased in the new company. 

With the aim to secure the stability of economic relations as well as to protect the creditors’ interests in case of 
merger, the applicable laws imperatively define that a company founded as a result of merger is a successor of 
the incorporated enterprises.5

2. Letter of Intent (binding offer)

It has to be noted that the Civil Code of Georgia (the “Code”) does not envisage the Letter of Intent (“LOI”) as 
such, but provides for the regulation of the preliminary contract.

As opposed to the preliminary contract, the LOI involves no obligation to execute the contract and reflects the 
process of negotiation over the transaction, the issues to be clarified and the steps to be undertaken further. 

------------------------------

5 Definitions of the Supreme Court of Georgia, 2001, #9, p.965.



Hence, the LOI has no binding force over the parties. It well may be, however, that the parties agree that they 
may not unsubstantially withdraw from the agreement already reached and if it still takes place, the party may 
be held responsible in accordance with the article 317.2 of the Code6:

An obligation with regard to the duties under 3167 may also arise from the grounds of drawing up of the 
contract.

The Code further states that a contract may give rise to the obligation to conclude a future contract and in this 
event the form, stipulated for the main contract shall equally apply to the preliminary contract as well. Further 
on, a contract is considered entered into if the parties have agreed on all of its essential terms in the form, 
stipulated for such a contract.

In the light of the above said, for a preliminary contract to be binding the following conditions need to be met:

(a) the parties need to have agreed on all essential terms, and most importantly, they have to undertake an 
obligation to conclude the main contract; and

(b) the form, stipulated for the contract has to be complied with.

---------------------------
6 Commentaries to the Civil Code of Georgia, the Third Book – the Law of Obligations, article 327, pp.101-102
7 Article 316 of the Code states: “an obligation shall arise from the contract between the parties, except when the obligation 
arises from tort, unjust enrichment or other grounds, prescribed by law”



The next question to be addressed is the following: if we assume that the above two conditions are met and 
the preliminary contract is binding upon the parties, what would be the legal implications for the breach? 

According to the Code, by virtue of an obligation, a creditor is entitled to claim performance from the debtor 
and such an obligation may also arise on the grounds of drawing up of the contract. Further on, a party in a 
negotiation may require from the other party reimbursement of expenses, incurred for concluding the 
contract, which, nevertheless has not been concluded by reason of the other party's culpable action. 

Based on the foregoing, for the breach of preliminary contract the plaintiff may request:

(a) execution of the main contract by virtue of court decision; and

(b) reimbursement of expenses incurred for concluding the contract.

When discussing the remedies for the breach of the preliminary contract, we shall touch upon the question of 
reimbursement of the lost profit as well.

Generally, under the Code, damages for lost profit, i.e. profit which would have been received if the 
obligation had been duly performed, is subject to compensation. However, the duty to compensate applies 
only to damages that the debtor could have foreseen and that are the direct consequence of the action 
causing the damages.

In the light of the nature of the preliminary contract, whereby the parties undertake an obligation to 
conclude the main contract, breach of the said obligation would result in non-execution of the main contract 
and not lost profits.  The  Supreme Court of Georgia  denied the plaintiff reimbursement of lost profit in the



process of drawing up a contract, on the basis that the loan agreement between the parties was never executed, 
hence, no obligation to reimburse lost damages was in sight. According to the Supreme Court, the only 
obligation of the defendant was the execution of the loan agreement, which was not the subject-matter of the 
plaintiff's claim. [Supreme Court of Georgia- matter N3K-1156-02.]

3. Due Diligence

3.1 Corporate Aspects

The corporate aspects mostly depend on the legal form of the enterprise subject to acquisition. Georgian Law on 
Entrepreneurs envisages the corporate forms as follows: general partnership, limited partnership, Limited Liability 
Company, Joint Stock Company and cooperative. General partnership and limited partnership belong to so called 
"personal companies" and the others to the "capital companies". The crucial differences between the two 
categories are that:

i. partners of personal companies are fully responsible for liabilities of the company, whereas liability of capital 
companies is restricted (they are responsible for their liabilities within the limits of charter capital);

ii. personal companies shall be founded by at least two persons while capital companies may be set up by one person 
only;

iii. in capital companies retirement of a partner from the company does not result in dissolution of the company, 
whereas retirement of partner in personal companies may lead to such results; and

iv. personal companies do not need to create special bodies of management, such as board of directors, supervisory 
board, whereas capital companies have to do so. 



Special emphasis from the aforementioned corporate forms shall be put on the limited liability company and the 
joint stock company as the most practical and the most widely used ones. The significant data about them, such as 
the name and registered office of the company as well as of the director(s) and charter capital thereof, may be 
found in the Entrepreneurs Registry which is kept by the tax inspections. Such registry also includes information 
about existence of pledge on shares for limited liability companies. The data kept at the Entrepreneurs Registry are 
public and any person concerned may obtain an extract from such registry. 

In addition to viewing the excerpt from the Entrepreneurs Registry, the purchaser has to check the fundamental 
documents of the company, such as charter and shareholders agreement (it is vital to include review of this 
documents in due diligence, bearing in mind that certain issues in limited liability companies and joint stock 
companies may be regulated differently, other than provided for by the law), as well as minutes of 
partners/shareholders' and supervisory board meetings. In case of joint stock companies extract from company 
share registry (registration of shareholding in this registry constitute proof of ownership) shall be also requested for 
the purposes of DD.

If shares of a company are to be acquired, then purchaser shall check whether there exist any liabilities related 
thereto, such as unpaid contributions, additional contributions, penalties envisaged for them, etc.

In case a share deal is concerned, the purchaser shall check the charter of the respective company to see whether 
the rights of partners differ from the contributions they have made. In contrast to joint stock companies where 
shares of the same type enjoy equal rights, in the limited liability companies rights of partners may differ from their 
shares. 

3.2 Real Estate

Real Estate chapter of DD focuses on immovable property that, according to Georgian legislation, can be a land as 
well as constructions or buildings attached to the land. 



As long as legal aspect of real estate of an enterprise is concerned, a particular attention shall be paid to the 

following:

What is the property owned by an enterprise? What is the current legal status of immovable property?

What are the grounds of acquisition and holding of such property? 

Are there any third party rights or claims associated with the property?

Are there any conditions or restrictions set by law for that certain type of property in terms of land use, 
construction or development?

General provisions forming grounds of acquisition of the right of ownership on immovable property are given in 
the Code providing that a written document and the acquirer’s registration in the public register shall be 
necessary for acquiring an immovable thing. This being a general rule applies to any transaction by which a 
legal title of immovable property is changed or otherwise altered. 

Recent changes into the Code have removed the obligation of an acquirer to have a notary authenticated 
document of acquisition in order to insert a new title into the public register. 

As the ownership on immovable property arises only upon its registration into the public register, an extract 
from such register serves as a main official document confirming the ownership title over respective immovable 
property. 

It is noteworthy that the Code establishes the presumption of accuracy of an entry in the public register 
meaning that as long as the validity period of the document is followed, the entry recorded in the public 
register shall be deemed to be accurate until the contrary is proved. Therefore, an extract from the Public 
Register and Cadastre Map are formally enough to prove the right of ownership of a certain person on a land 
plot.



In addition to what is provided above, proceeding from the acquirer’s interests, the Civil Code of Georgia also 
provides that the alienator is deemed to be the owner of immovable property if registered as such in the public 
register, except for the instances where the acquirer was aware that the alienator was not the owner. 

Therefore, for the purposes of due diligence, an extract from the public register on the immovable property 
shall be thoroughly examined in order to determine the legal status of land, existence of any mortgage, 
encumbrance or other third-party rights.

An extract from the public register lists the following main characteristics of immovable property: 

Area of immovable property;

Legal address of immovable property;

Type of immovable property (i.e. land plot, construction, building etc.);

Title of immovable property (i.e. private/state property);

Function of immovable property (agricultural/non-agricultural);

Legal document proving the title (i.e. sale purchase agreement etc.);

Owner of immovable property and its address; and

Encumbrance status of immovable property.

Apart from the formal title of immovable property, DD shall also consider any third party rights granting 
restricted enjoyment of property belonging to others. Georgian law acknowledges the following three types of 
such restricted enjoyment: 

Right to Build



A land plot may be transferred  to another person for a fixed-term enjoyment in such a way as to entitle him to 
erect on the land plot or thereunder any construction with possibility to further alienate, transfer by 
inheritance, lend or lease this right (i.e. right to build).

The right to build may apply to a portion of the land plot which is not necessary for construction but provides a 
better opportunity for using the construction erected thereon. Besides the law provides that the term of the 
right to build can be fixed by agreement of the parties, however, it shall not exceed fifty-nine years.

General rules of acquisition of immovable property including mandatory registration thereof into the public 
register fully apply to the occurrence and acquisition of the right to build.

Usufruct

Immovable property may be transferred to another person’s possession in such a way as to entitle him, as the 
owner, to use the thing and disallow its use by third persons. However, unlike the owner, he shall not be 
entitled to alienate, lease or transfer the thing by inheritance. Consent of the owner is required for lending or 
leasing of the thing. 

Servitude

A land plot or other immovable property may be used (encumbered) to the benefit of the owner of another land 
plot or immovable property in such a way as to entitle this owner to enjoy in separate instances this plot, or to 
prohibit the performance of certain actions thereon, or to exclude the use of some rights of the encumbered 
land plot owner toward another plot.



3.3 Labour Aspects 

Labour aspects of a DD appear to be significant for a share deal, same time being of minor relevance for the 
assets acquisition. Purchase of share/enterprise does not affect the labour contracts concluded with the 
employees. However, the new owner of an enterprise may wish to revise or cancel the most of the contracts or 
part of them. 

The former Labour Code of Georgia envisaged a limited list of grounds allowing cancellation of a labour contract 
by employer, which was a serious obstacle to dismiss employees. Pursuant to Article 38 of the new Labour 
Code of Georgia both parties to the labour contract may cancel it and they do not need to indicate the ground 
for such cancellation. The only obligation of an employer, while cancelling the contract, is to pay a severance 
payment in the amount of not less than one month remuneration. 

In addition to individual labour contracts, purchaser shall check the documents, such as collective agreements 
(which may be concluded between employer and two or more employees) and internal labour rules, if any 
(document specifying such issues as duration of working week, time and place of remuneration payment, 
duration of (non) paid leave, protection of labour conditions, etc.). 

It is noteworthy that in case several individual labour contracts are concluded with one and the same 
employee, provided that they supplement each other, all such contracts remain effective and shall be 
considered as one entire labour contract. Same time, the contract concluded earlier shall remain effective, 
unless its provisions have been replaced with the new one. Labour contract may define that internal labour 
rules is part of such contract. 

Pursuant to Article 6.3 of the Labour Code, application together with the document issued based on such 
application and expressing employers will to hire employee, equals to the labour contract.



Under the new Labour Code of Georgia collective agreements are based on the same principals as individual 
contracts. Employer may conclude collective agreements with employees instead of individual contracts.

For the purposes of due diligence, the purchaser should also check the existence of the agreements on full 
material responsibility. Under the Georgian legislation such agreements may only be concluded with adult 
employees who are in charge of storage, processing, sale (transfer) or carriage of valuables or apply them for 
production use. 

Finally, it is necessary to know whether some of employees, such as pregnant women, people on parental 
leave, etc., belong to the categories which are protected by additional provisions of law. 

3.4 Environmental

Environmental aspects shall be considered crucial for operating certain types of enterprises. Government 
regulates protection of environment by issuing special consent in the form of a permit. In particular, The Law 
of Georgia on Licenses and Permits envisages the issuance of permit for impact on environment (hereinafter 
referred to as the Permit). The Permit is issued by the Ministry of Georgia of Environment Protection and 
Natural Resources (hereinafter referred to as the Ministry) by simple administrative proceeding. A permit 
seeker shall submit to the Ministry a written notification including specific information of intended activities, 
types of expected emissions, sources of pollution and other information as listed in the said Law. 

The Ministry may refuse to issue the Permit if the documentation submitted does not satisfy the legislation 
requirements and the deficiency is not cured within the term set by the Ministry. A decision on refusal to issue 
the Permit may be challenged in the court. The Ministry shall render a decision within 20 days upon submitting 
the respective notification. If no such decision is made within the term given above, the Permit shall be 
deemed issued. The Permit is issued for indefinite period of time. 



3.5 Intellectual Property 

Day to day, intellectual property is becoming a more valuable asset to its owners. Protection of intellectual 
assets is essential for the competitiveness of most companies. Therefore the purchaser should check whether 
all enterprise related IP rights are valid, enforceable and transferable.   

The Georgian legislation distinguishes between trade marks and registered trade marks. It is important to note 
that the exclusive rights over trade marks arise after they are registered with intellectual property agency -
"Sakpatenti". The latter issues the certificate (proof of the registration of a trade mark) including the priority 
date for the registration of the applicant's trade mark and validity period of registration. Information about the 
trade mark may also be obtained at Sakpatenti in the form of extract from the Trade Marks Registry.   

As far as validity period of registration of a trade mark is ten years, the purchaser has to check whether it has 
already expired or not. Pursuant to the Georgian legislation the aforesaid term shall be prolonged with ten 
consecutive years prior to the lapse of a 6-month period. Otherwise registration of a trade mark will be 
cancelled without the possibility to restore it.

Trade marks may be transferred either separately or together with an enterprise. For validity purposes 
agreement on transfer of a trade mark shall be executed in writing. It is noteworthy, that in case of a transfer 
of an enterprise trade marks are deemed to be transferred, unless otherwise provided for by the respective 
agreement. 

New holder of a trade mark cannot enforce its rights arisen out of registration, unless the proper amendments 
are made to the respective registry. 



Instead of transfer of trade marks the purchaser may conclude license agreement with trade mark holder. 
Such agreement may include either full list of goods or only part thereof. However, transfer of rights on trade 
marks and license agreement(s) may not affect the licenses issued earlier in favor of third parties.     

Such objects of intellectual property as inventions, utility models and industrial models are subject to the 
Georgian Law on Patents. They shall be registered with the Registry of Industrial Property at Sakpatenti. 
Patent, document issued as a result of registration, grants exclusive rights to either author or its successor 
(licensor) and confirms authorship over invention, utility model and industrial model. Authorship rights are 
non-transferable and stay protected forever.       

The purchaser may either acquire patent from the seller or conclude license agreement(s) with it. License 
agreement(s) shall be executed in writing and may be registered with Sakpatenti no later than two month 
period.     

Inventions are protected for 20 years, utility models for 8 years and industrial models for 15 years. The 
purchaser shall make sure that annually payable maintenance fee is paid to keep the patent valid and in force. 
Failure to pay such fee may lead to invalidity of patents. 

In the context of 'industrial property', know-how co-exists with other IP rights mentioned above and is an 
economic asset. Know-how in the form of accumulated skills and experience may be of special interest for the 
most of enterprises. 

The new Labor Code of Georgia has introduced Article 46.3 pursuant to which labor contract may include not 
to apply the knowledge and experience, gained as a result of contract performance, in favor of rival employer. 
Such restriction may remain effective even after termination of labor relationship but not for more than three 
year period. 



For the purposes of DD, the purchaser shall check whether there exist any such contracts with the key 
employees of an enterprise to be purchased. In addition, the purchaser shall take all necessary measures to 
prevent the seller from imparting or disclosing know-how accumulated in the course of business activity. The 
buyer should either conclude the respective agreements with the seller envisaging sanctions/penalties for 
disclosure of know-how or include them in the enterprise deal.   

As to firm name, it will be transferred together with an enterprise and such transfer does not need any 
additional agreement with the seller. In case purchase of enterprise is concerned, the liabilities thereof will be 
transferred to the new owner. Therefore in case the purchaser desires to acquire property free from liabilities, it 
should buy assets of an enterprise and not the enterprise itself. 

3.6 Governmental Regulations

Generally, the laws of Georgia provide that participants of civil legal relations may exercise any actions not 
prohibited by law, including any action not directly foreseen by law. Government regulates activities of 
enterprises that are characterized with increased danger to human life or health, involve particularly important 
national or public interests or is related to the use of national resources. 

Governmental regulation is carried out by issuing mandatory licenses and permits for certain types of activities. 
In particular, the Law of Georgia on Licenses and Permits provides a comprehensive list of the types of licenses 
and permits and establishes the rules for issuance, modification and revocation of licenses and permits.

As a rule, licenses and permits on the activity and action provided by this Law are issued by the central 
government institutions of the state. By a reasonable application of the government institution issuing a license 
or permit, the authority to issue a license or permit in the spheres and types of activity or action may be 
transferred to the relevant institutions of the Autonomous Republics. 



According to the law, there are two types of licenses: 

License of Activity 

License of activity is the type of a license by which is person is granted the right to carry out the activity 
provided by this Law. The License of Activity is issued after the seeker has complied with the legal requirements 
and is related to a subject. The License of Activity can in no event be transferred by succession or otherwise. 
License of activity is issued for an unlimited term. 

License of Use

License of use is the type of a license by which a person is granted the right to use the national resources 
provided by this Law. The License of Use is issued by auction and related to an object. The license holder may 
divide the License of Use or/and fully or partly transfer it to another person, including by succession. Issuance of 
perpetual license of use is inadmissible. The term shall be determined in consideration of the property of the 
particular object and technological character of its use. 

As a rule, the License of activity is issued by simple administrative procedure in manner provided by Chapter VII 
of this Law except the types of the licenses of activity expressly provided by law which are issued by public 
administrative procedure. 

The license of use is issued by auction. The seeker of the license of use shall submit a written application 
specifying the type of the license of use sought by the applicant. 

Permit is issued by simple administrative proceeding. Permit is issued for an unlimited term. 



4. Obtaining Permissions of State Control Bodies within M&A deal

Structuring of M&A deal often times involves obtaining of necessary approvals from the State Control Bodies for 
the specific transaction. The main concern in the course of working on M&A deal is the regulatory implications 
of the contemplated transaction. In practice, foreign investors, entering Georgian market are concerned about 
the compliance of the transaction with the requirements of Georgian antitrust law. 

General Regulatory Framework

Georgian Antimonopoly legislation has undergone major changes with the adoption of new act – the Law of 
Georgia on Free Trade and Competition (“Law”). The Law does not enshrine any specific regulations of antitrust 
issues, including antitrust M&A control. The newly enacted Law provides for regulations solely in the following 
two directions:

regulations precluding state interference; and

economic fields, subject to regulation.8

The Law has introduced a Free Trade and Competition Agency (“Agency”) - an official body in subdivision of the 
Ministry of Economic Development of Georgia - to be responsible for ensuring the control over fulfillment of the 
requirements laid down by the said Law. 

-------------------------------------------------
8 Economic fields, subject to regulation imply types of economic activities, subject to tariff  regulation  for the purpose of 
protection of the economic interest of the customers and/or state-owned enterprises in the fields of infrastructure; (Art.1 of 
the Law).



It has to be noted, however, that the acts9, which the agency has adopted so far, have an organizational 
character and, therefore do not entail any precise antitrust regulation, which would specify the Law.

Regulations precluding state interference

Generally, the Law provides for the regulations precluding a state from actions, which could negatively affect 
free trade and competition. Two fields of regulations are observed:

prohibition of restricting competition; 

state subsidies and goal (target) programs; 

(a) Prohibition of restricting competition implies that the governmental bodies as well as the bodies of local 
government are prohibited from:

introducing tax or other benefits in favor of an economic agent,10 placing the latter in a preferential position 
with respect to other competitors and, causing, therefore restriction of competition;

----------------------------------------------------
9 Order N 4 of the Agency on Approving the Administrative Violation Protocol and Prescription Forms for Breaching the 
Georgian Legislation on Free Trade and Competition, dated February 6, 2006; and Order N 11 of the Agency on Approving 
Qualification Requirements of Public Servants of the Free Trade and Competition Agency, dated September 29, 2005.

10 Economic agent means a legal or natural person, notwithstanding the residence and organizational-legal form, 
conducting business activities. The term also implies not-for-profit funds, associations and other unions, being market 
participants and acting in compliance with the interests of entrepreneurs, charities and professional unions; (Art. 1 of the 
Law).



banning, stopping, or other interference in the business activities of an economic agent, except for the cases 
laid down by the Georgian legislation;

creation of state bodies or bodies of local government for the purpose of monopolization of production/ 
realization of goods, or granting the existing bodies the authority, which would result in restriction of 
competition;
making any decision, granting monopoly to an economic agent, resulting in restriction of competition.

(b) As for the state subsidies and goal (target) programs, the Law prohibits subsidies from the state in any 
form, if they cause any impediments whatsoever for competition or such a threat. State subsidies may be 
allowed in exceptional force majeure cases provided by the Georgian legislation and also for the purpose of 
development of an economic zone or economic activity and or/ for preserving cultural heritage. The Law also 
prohibits any state goal (target) program, causing at least some sort of impediments to the competition or 
posing such a threat.

Economic fields, subject to regulation 

Special regulation, for the purposes of the present Law is provided in terms of the special property11

possessors.12 The possessors of the special property are obligated to admit other economic agents in 
infrastructure with non-discriminatory conditions for the purposes of purchasing and/or selling the services. 

------------------------------------------------

11 Such property implies one or several means of transportation (transfer) of the goods, subject to restricted circulation; 
(Art.1 of the Law).
12 The term implies an economic agent, possessor or lesser of one or several means of transportation (transfer) of the 
goods, subject to restricted circulation; (Art.1 of the Law).



However, economic agents may be denied enrollment in network if they do not comply with established 
technical requirements or they do not have enough financial sources for carrying out the work in terms of 
complying with the technical requirements.

Hence, the Law does not contain specific provisions on M&A deals, giving only the general idea of the role of the 
state in regulating the competition and related issues.

Sector-Specific Regulation

Even though the Law gives only general regulations of the antimonopoly practices, with no precise set of rules 
with regard to the M&A deals as such, these set of rules may often be found in sector specific regulation. For 
the purposes of this article, we would like to touch upon the specific provisions in banking and communications 
sphere, to illustrate whether what kind of sector-specific requirements are envisaged by the Georgian laws for a 
particular M&A deal in a specific sector.

Banking regulations

Usually, when a local commercial bank is involved in the M&A transaction, there are number of approvals to be 
obtained from the National Bank of Georgia (“NBG”). These approvals are mainly issued with regard to the 
acquisition of the major interest in a local Georgian bank, mandatory tender offer requirements, etc.

Under the applicable laws of Georgia13, no person is entitled to acquire or alienate the major interest14 of the 
charter capital of a commercial bank without prior written consent of NBG. 

--------------------------
13 The Law of Georgia on Commercial Banks, dated 28 February 1996.
14 Under the Law, major interest means 10 percent or more of the declared or paid-up capital of the commercial bank, 
held directly or indirectly.



The prior consent of NBG has to be issued not later than one month from receiving the written application on 
acquisition of the major interest of the charter capital of a commercial bank and solely in case if the person 
complies with the fit and proper criteria, established by the Law for the major shareholders. If the major 
interest of the charter capital of the commercial bank is held by a person sans the prior written consent of 
NBG, such a transaction is not legally valid and is regarded as null and void15. 

In addition, the applicable laws also state that a person is prohibited from being the administrative officer of 
the commercial bank or the holder of major interest, if it has:

participated in an operation, causing significant harm to the commercial bank or the non-banking deposit 
institution – credit union or has violated the rights of the depositors of the commercial bank or the non-
banking deposit institution – credit union or caused bankruptcy of the commercial bank or the non-banking 
deposit institution – credit union; 

abused authority while performing official duties at the commercial bank or the non-banking deposit 
institution – credit union; 

in the past acted as an administrator of the commercial bank or non-banking deposit institution – credit 
union and as a result of these activities, the commercial bank or non-banking deposit institution – credit 
union became insolvent; 

has not performed one or more financial obligations owed to the commercial bank or non-banking deposit 
institution – credit union; 

has been declared bankrupt, charged for economic crime and the conviction has not been cancelled or it is 
subject to other restrictions under the Georgian legislation.

Hence, in order to issue consent on assuming the control over the Georgian commercial bank, NBG has to 
check the compliance of the new majority shareholders/managers with fit and proper criteria. In course of 
M&A transactions, NBG usually requires the complete information on the purchasers, including the sources of 
funding for acquisition, as well as detailed documentation, revealing the information on the shareholders of 
the buyer, as well as the auditor's report for the purchaser, reflecting its financial activities.
------------------
15 Article 10.4 of the Law of Georgia on Commercial Banks



Communications

Special provisions, regulating M&A deals may be found in the statutes, governing the field of Communications. 
The Law of Georgia on Electronic Communications,16 as well as the Law of Georgia on Broadcasting17 does 
envisage the provisions, dealing with the change of control in the companies, operating in these fields.

According to the Law of Georgia on Communications, in order to avoid restriction of competition on the 
relevant market segments, the Commission is also entitled to exercise control over the process of merger or 
acquisition of shares. 

Although the applicable legislation does not explicitly provide for the obligation of the company to obtain 
approval on acquisition of shares from the Commission, it provides for a mandatory notification of the 
Commission on intention of merger or share acquisition before the merger or acquisition actually takes place. 
Provisions of the applicable legislation regulating merger and acquisition of shares apply: (a) to authorized 
persons and (b) if merger or acquisition of shares is intended by one or more persons, one of which is 
authorized person.18 Obligation of notification is imposed on the authorized person, participating in merger or 
whose share is being acquired.

For the purpose of making evaluation on possible impediments on competition as a result of a merger or 
acquisition of share, the Commission is entitled to request additional information from the authorized persons 
on the activities conducted by the authorized persons on the relevant market segments and their future plans. 

------------------------
16 2 June 2005.
17 23 December 2004
18 article 25 of the Law of Georgia on Electronic Communications



As for the broadcasting, the procedure of filing with Communications Commission upon M&A is fairly simple, as 
compared to that in the field of communications. Upon the change of control, the broadcasting company is 
obligated to notify the Communications Commission in writing on changing the partner/shareholder, member, 
director or the board member of the license-holder, no later than within 10 days from such a change.

Focus

Hence, based upon the information as presented above, the main concern in course of M&A deals are the state 
approvals and consents to be obtained for a particular transaction. As we may see, the rationale behind the 
specific approvals and/or consents from the state bodies is to regulate the antitrust control issues, which will 
inevitably rise as a result of M&A deal.

In Georgian reality, the Law is supplemented with sector-specific regulations, serving as a helpful guide for 
planning the exact steps, to be undertaken in course of structuring a specific M&A transaction. 

For the purposes of the present article, we have discussed the general framework of antitrust regulation as per 
the Law, supplementing it with sector-specific examples from banking and communications sphere. Needless to 
mention that the regulatory approach in terms of reporting or issuing consents/approvals in relation to M&A 
transactions shall vary on a case-by-case basis, due to specific regulation of various fields.

5. Types of M&A deals

5.1 Share deal

Under the share deal we will discuss the Georgian law regulations of the transfer of the participatory interest in 
a Limited Liability Company (“LLC”) and the transfer of shares in the Joint Stock Company (“JSC”).



Transfer of interest in LLC

The Law of Georgia on Entrepreneurs19 provides that a partner of a LLC may transfer its participatory interest.  
Whether the transfer of the participatory interest requires prior consent of the company depends on the 
amount of the participatory interest subject to transfer. Namely, the Law of Georgia on Entrepreneurs requires 
no consent in case the partner transfers the participatory interest in full (unless the articles of incorporation of 
the company provide otherwise), whereas transfer of the part of the participatory interest is subject to the 
consent of the company. 

Transfer of the participatory interest requires the execution of the respective notarized agreement. The 
changes resulting from such transfer shall be duly reflected in the Entrepreneurial Registry.20 In order to 
register the changes, the following documents need to be presented to the Entrepreneurial Registry:

application on registration of the changes;

notarized agreement on the transfer of the participatory interest;

updated version of the charter (indicating the new partner of the company) – optional;

document, confirming the payment of the registration fee.

Transfer of shares in JSC

Before we discuss the specifics of share deals in JSC, we have to note that two types of Joint Stock Companies 
are distinguished:21

-------------------------------------
19 Adopted on 28 October, 1994.
20 Irrespective of the given distinction, both are attributed to the notion of the Reporting Company; the later comprises 
joint stock companies as such, and, each other legal entity which issuers public securities. 
21 Irrespective of the given distinction, both are attributed to the notion of the Reporting Company; the later comprises 
joint stock companies as such, and, each other legal entity which issuers public securities. 



Non-public (Close) Joint Stock Companies have less than 100 shareholders and are not listed in the stock
exchange. In Open Joint Stock Companies, Register of Shares is kept by the company, or alternatively, by an 
independent registrar. 

Public (Open) Joint Stock Companies have over 100 shareholders and/or are listed in the stock exchange. In 
Open JSC shares must be registered with an independent registrar.     

It has to be mentioned that according to the Georgian legislation, there is a distinction between:

a) subscription of newly issued shares – which is the same as primary sale of shares;

b) secondary sale – i.e. sale of already existing shares;

For the purposes of the present article we shall touch upon the procedures of secondary sale of existing shares.

Secondary sale of the shares can be conducted by means of:

1. Public offer;

2. Private offer;

Public offer of the existing shares

Secondary sale of shares by means of public offer is conducted only through the stocks exchange. Subject to 
such an offer can be:

public shares;

non – public shares;



If shares subject to sale are admitted to the stocks exchange, the shareholder willing alienation of such shares 
has to address the brokerage firm, execute respective agreement, after which the brokerage firm shall prepare 
the shares for sale at the stocks exchange. It has to be noted that only brokerage firms are entitled to 
participate in sale-purchase of the shares at the stocks exchange.  Seller brokerage firm transfers the shares to 
the Central Depositary of the Securities, which, based on the agreement signed with the brokerage firm and in 
accordance with the rules regarding the Central Depositary, blocks the shares for the period of the stocks 
exchange session.

After the session at the stocks exchange is over, the information regarding the transactions is transferred in an 
electronic form to the Central Depositary of the Securities, where transfer of shares and money takes place.

Private offer of the existing shares

Subject to private offer can be:

non-public shares;

Public shares, not admitted to the stocks exchange;

In case of private offer, the relevant agreement on transfer of shares needs to be presented along with the 
transfer order, for the share deal to take place. The transfer order indicates the fact of transfer of the specific 
amount of the shares to the name of another person.22

----------------------------
22 Article VI (1) of the Ruling



The transfer order has to include the following:

the name of the transferor;

personal account number;

identification document of a physical person or state registration number for a legal entity;

full name of the issuer;

number of the shares to be transferred;

class of the shares;

international identification number;

name of the independent registrar (unless the issuer has its own registry);

requisites of the person, to whom the shares shall be transferred.23

The transfer order may be presented to the registry by the registered person (transferor) or its authorized 
representative, as well as by the person, to whom the shares shall be transferred or the authorized 
representative of such person.

A record on the transfer of the shares is made upon:

the receipt of the transfer order, signed by the transferor or its authorized representative, constituting the basis 
for making records in the registry;

confirmation of the signature on the received document;

ensuring that the transfer of shares shall not violate the restrictions applicable under the Georgian legislation, 
court decision or the charter of the issuer.  

-------------------------------
23 Along with other requisites, the changes (increase or reduction)  into the amount of the shares on the account of the 
registered person has to contain the reason for such change.( Article IV (7) (c) of the Ruling)



Records on transfer of the rights over the shares is made not later than 3 (three) business days from the 
moment of submitting the necessary documentation.

5.2 Asset Deal

As the types of reorganization we may specify the merger, handover, division, separation, reformation. This is 
the most formalized, regulated but least sidelined method of consolidations of assets or the output from the non-
specialized business units in M&A market. This method is connected with long-term corporate procedures 
(compliance with the legislation regulating the procedure of preparation, convocation and conduct of general 
meetings of shareholders; requirements for reorganization – the inventory-making and reporting, conciliations; 
requirements for issue of securities) and high implementation costs. Besides, depending on the modern business 
reality the consolidation of assets by this method (output from the non-specialized units) is not reasonable as it 
usually is. 

Enterprise is the corporate body intended for the entrepreneurial activity. It includes all kinds of property which 
may be used for operation, namely: plots of land, buildings, structures, equipment, stock and supplies, product, 
legal claims, liabilities as well as the right on marks identifying the enterprise, its product, operation and services 
(trade name, trade marks, service marks) and other rights on the objects of intellectual property.

When speaking about the enterprise as a corporate body we shall note that the composition of its elements is 
determined by the agreement between the parties. However, the integrity of the corporate body required for the 
entrepreneurship shall be preserved.

One of the most popular methods of asset consolidation or output from the non-specialized business units is the 
disposal of business through realization of the enterprise in whole as the integrated corporate body or its parts.



Often, the purchaser after conducting the preliminary analysis of company activity requires such structuring of 
a transaction which will enable him to purchase selected assets and objects only ( a part of staff and facilities, 
equipment, manufacturing  of food products without the accompanied ancillary farm and so on). This process 
has its own peculiarities.

Unlike the legislation of some countries the Georgian legislation does not regulate directly the purchase and 
sale of the enterprise as a corporate body. Consequently, its various components (e.g. movable and immovable 
property, claims, liabilities and other intellectual property rights) shall be applied with various norms of the 
Georgian legislation regulating the specifics of purchase and alienation of some components of the corporate 
body.

Besides, the vast majority of transactions in M&A market are characterized as the transaction of sale and 
purchase of group of companies but not the business as it is (some limited liability companies, joint-stock 
companies established with the purpose of optimization of taxation).

In this case we shall also keep in mind the freedom of agreement (unlike reorganization), hence, the vast mass 
of variants of regulation of business relations in the part of term of sale-purchase agreement, terms and 
conditions of delivery (stocks, shares) and payment, security for liabilities of the parties, legal personality of 
parties and risks which may arise in the part of contestation of transaction thereafter.

Subject to the foregoing, in a small article we cannot describe all possible types and peculiarities of transactions 
in the purchase and alienation of enterprise assets. However, it should be mentioned that as the national and 
international M&A practice shows, the described processes with their diversified character and ability to 
accommodate for the objectives and strategy of every enterprise will become the regular element of 
development strategy of any business. 



Taxation issues with respect to transfer of the assets (including shares) in Georgia

Taxable eventTaxpayer 
(transferor ) 24

Transfer of assets at 
the price equal or more 
than the cost 25 of the 

assets

Transfer of assets on a 
gratuitous basis, barter 

transaction or at a 
reduced price26

Tax preferences

1 2 3 4

Resident and Non-resident 
legal person (enterprise)

The profit of the 
transferring person shall be 
determined as the positive 
difference between the 
transfer price of the assets 
and its cost. 

Profit tax rate is 20 
percent.

The profit of the 
transferring person shall be 
determined as the positive 
difference between the market 
value of the assets and its 
cost. 

Profit tax rate is 20 
percent.

For non-resident person Double 
Tax Treaty is applicable (if any).

Resident and non-resident 
natural person 

The profit of the 
transferring person shall be 
determined as the positive 
difference between the 
transfer price of the assets 
and its cost. 

Income tax rate is 12 
percent.

The profit of the 
transferring person shall be 
determined as the positive 
difference between the market 
value of the assets and its 
cost. 

Income tax rate is 12 
percent.

Surplus received by a 
physical person from the sale of 
tangible assets belonging to 
him/her for more than 2 year 
period, with the exception of 
surplus received from the sale of 
assets used for entrepreneurial 
activity by this person;

Further Double Tax Treaty 
(if any) shall be considered for 
nonresident physical person.



Tax declaration and payment rules 

A return for personal income and profit taxes and statements of accounts provided for under legislation shall be 
presented to the tax agency at the place of registration prior to April 1 of the year following the reporting year 
by the following taxpayers. 

The tax legislation of Georgia sets a special procedure applicable to transferor nonresident persons which do not 
possess any permanent establishment in Georgia and accordingly are not registered as taxpayers. In particular 
they shall be deemed as a income/profit taxpayer in respect of a gross income gained from a Georgian source 
during a calendar year, and shall be subject to taxation, defined as difference between gross income gained from 
a Georgian source during a calendar year and deductions attributable to such income pursuant to tax legislation.

5.3 Reorganization

One of the main objectives of the entrepreneurial law is to determine all possible forms of reorganization of 
companies and related procedures. The regulations applicable to the amalgamation, division and reorganization 
in Georgia are more generalized as compared with the regulations and practices recognized in the European 
Union, though there are definite minimum standards according to which the partners shall make decision on the 
amalgamation, division and reorganization of companies. 

---------------------------------------------------------
24 Please note that we have discussed tax results for share/assets transferor and not transferee. The case is that usually tax 
results are not applicable to the latter except for gift of assets of their receipt at too low price takes place.
25 The cost of assets shall include outlays for their acquisition as well as other outlays that  increase their value, except 
levies and/or other state duties
26 Price less than the cost of the assets



Subject to the objectives facing the partners or the companies the law provides some forms of reorganization, 
namely:

1. Reformation of organizational and legal status; 

2. Amalgamation (merger, handover) of enterprises; and

3. Separation of enterprises.

Reformation of organizational and legal status 

Following the principle of private autonomy of entities under the civil law, entrepreneurs are entitled to choose 
freely the organizational and legal status of enterprises. Noteworthy is that the freedom of choice is applicable 
not only within incorporation of a company; within their business activity entrepreneurs can replace the 
previously chosen form with another form.

The cases of reformation of enterprises may be divided into the following groups:

reformation within the group of companies of partnership type; 

reorganization of companies of a partnership type into the companies of a capital type (LLC, JSC, cooperative);

reformation within  the group of capital companies; and

reorganization of companies of a capital type into companies of partnership type.

Merger

Since we have already discussed the notion of merger under the Georgian laws, we would not elaborate further 
on the said issue. For the ease of your reference, please see Section 1.2 of the present article.



Separation of enterprises

Separation of the companies may take place in the following ways:

a) the enterprise is divided into two or several independent enterprises and the activity of the initial enterprises 
is terminated, i.e. it is liquidated. This form is called division of enterprise.

b) the enterprise prolongs its activity but from it are separated one enterprise or some enterprises  which then 
continue their activity as independent entities. This form is called separation. 

Both separation and division of the enterprise may be accompanied with the establishment of a new company 
or merger to the existing company. In this case along with the norms, regulating separation, the rules on 
merger shall also apply. 

The law allows separation and division of the enterprise of any organizational and legal status and, 
consequently, establishment of any type of enterprise.

In case of separation the old enterprise does not terminate its activity; a portion of its assets (a production 
unit) is allotted and established separately as one or several enterprises. As a rule, the shares of former 
partners in the enterprises established as a result of separation remain the same.

Conditions of separation in kind

Though the law provides the possibility of separation in kind it establishes some restrictions as well.  Legally 
the enterprise may be divided only into production units composing it, i.e. in case of their organizational 
separation these units will continue their activity as independent entities.



The problem of legal succession within division of enterprises in kind is more complex than in case of merger or 
reformation. As a result of division the newly created enterprises are conveyed not only the assets but the 
related rights and liabilities.  This particularly regards the liabilities. Therefore, in such cases the creditors’
consent is required and the enterprises created as a result of division shall bear joint responsibility for the 
liabilities existing prior to division of initial enterprise.

As a rule, the division of enterprise in kind is performed on the basis of the division plan which shall be 
approved by the partners at the general meeting: unanimously in the companies of partnership type, and by 
the majority of votes – in the capital companies except for the cases provided by the law.

5.4 JV 

In basic lines, we may distinguish the following types of JV under Georgian law:

JV as a non-legal entity;

JV as a legal entity; and

JV as a “concern” (holding company).

JV as a non-legal entity under Georgian law:

Creation of JV as a non-legal entity is addressed by Georgian Civil Code (articles 930-940) which says that two 
or more persons may engage into pursuing common entrepreneurial and other interests through entering into 
contractual arrangement and without setting up a legal entity (contractual partnership).

Georgian Civil Code further provides for mandatory terms for partnership contract in case the latter is made in 
written. Although, a partnership based on verbal agreement of parties is also admitted under the law.



Basic features of a contractual partnership is that respective parties-participants of a partnership-are to 
contribute in a way as provided by partnership contract while such contribution may be either in-kind or 
providing with certain services. Contributions made shall be treated as a joint ownership of parties unless an 
underlying contract says otherwise with a notion of joint ownership also covering all that assets which are to 
be acquired in course of joint activities and pursuant to the right of joint ownership.

Georgian version of a contractual partnership is singled out by its closed nature, which, among other, includes 
restriction on disposition of rights and benefits to any third party without having consents by parties to such 
JV, pursuing activities jointly and with joint representation vis-à-vis third parties, etc. Same time, a contract 
may provide for assigning various degree of representative authority to parties and may also provide for 
majority of votes for purposes of running JV businesses with such majority not being always pro rata with 
contribution of parties.

Same level of flexibility does also apply to distribution of proceeds which are not always made on a pro rata 
basis if such exceptional treatment is provided by contract.  

Among key premises of a Georgian contractual partnership is a joint liability (“external liability”) of parties 
before third parties and liability based on a pro rata basis among each other (“internal liability”) provided that 
a contract does spell out differently. 

JV as a legal entity under Georgian law

An alternative for having a joint venture is setting up a legal entity under Georgian law through making 
contributions to its equity, with the latter being a charter capital in case of a limited liability company or share 
capital in case of a joint stock company in exchange of ownership interests and shares, respectively.



In other words, arranging for JV as a legal entity is equal to having JV as a corporate person by way of registering 
it under the Georgian Law on Entrepreneurs either as a limited or a joint stock company-the most widespread 
forms of corporate arrangements in Georgia nowadays. 

While Georgian corporate law goes into details on the referred corporate JV, with a joint stock company having a 
complex and more stringent regulatory framework, parties in a limited liability company enjoy a relatively higher 
degree of business organization relaying mainly on its charter. Some related issues with regard to corporate 
structure are highlighted in various sections of this paper.

Same time, however, we should necessarily point out, that should participants in a corporate JV decide to address 
various issues of running business through a separate agreement-shareholders (partners) agreement,-a charter 
must refer to the fact of making such an agreement and the latter has to be attested by notary for validity and 
enforceability purposes. It is worthwhile to note that such an agreement may provide for rights and obligations of 
parties without proportionately taking into account respective contributions into charter (share) capital.

Although, the law elaborates on partners’ agreement in part of a limited liability company’s related sections, 
signing such agreements-shareholders agreement-in case of joint stock JV is a widely established practice and 
used mainly when large investments are in place or with regard to institutional investors. The law, however, does 
provide specifically on filing such agreements with public bodies.

JV as a “concern” (holding company)

Although, a Georgian concept of “concern” (holding company) may not fall smoothly under the general 
understanding on JV, but technically speaking there are certain features whereby a concern may be qualified as a 
joint venture enterprise.



By statutory definition, should one enterprise hold more that either 5 percent or 50 percent of ownership 
interest in another enterprise, then respective notification requirements arise. But, if an ownership interest 
goes beyond 75 percent, then the principal enterprise shall be liable before the non-principal enterprise for 
any intentional damage as a result of any deal made by the former.

Same time, any agreement whereby corporate bodies of an enterprise are subjected to corporate bodies of 
another enterprise, shall be treated as null and void. In addition, any mutual ownership in charter (share 
capital) of respective enterprises in excess of 5 percent is also not admitted by the law which, based on those 
two premises, purports to maintain separate corporate identities of members of a concern.

6. Transfer of Control 

After completion of the deal the necessity of a change of general managers, board members of key officials 
may arise. The Law of Georgia on Entrepreneurs determines two groups of companies having different 
management system. In particular, management authority in General Partnerships and Limited Partnerships 
are granted to partners. All partners of General Partnership are deemed to have managerial rights. In Limited 
Partnerships only the personally liable partners are entitled to be managers. As for LLC and JSC, Directors are 
the persons having management powers. 

In limited liability companies, partners of company (meeting of partners) are entitled to release a director or 
members of the board of directors from their office. The law does not provide grounds for release. 



However, according to the acknowledged approach, an “important reason” shall be present in order to fire a 
director. Such important reason may be abuse of company property by the director, permanent disagreement 
with other members of board of directors, preparing incorrect or fake annual report etc. 

Directors act pursuant to the service contracts that are concluded upon their appointment. Service contracts 
are deemed as civil law contracts rather than employment contracts and may set a definite term or be 
accompanied by compensation possibility. Directors are appointed by simple majority (50% + votes) of 
company partners. 

In JSC, supervisory council may appoint and discharge directors, conclude and cancel service contracts with 
them. 
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