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Georgian 
Legal News

Refer to the Law

Bill “On Energy Efficiency”

The Association Agreement between the 
European Union and Georgia envisages the 
approximation of Georgian legislation with 
requirements of the European Union aimed at 
establishing a competitive energy market. The 
purpose of the bill is to promote energy 
efficiency and determine the general legal 
grounds of the necessary measures to achieve 
this, committing to the Protocol “On Approving 
the Accession of Georgia to the Energy 
Community”. To support the execution of the 
energy efficiency policy, the bill establishes the 
competencies and obligations of the Government 
and the Georgian Ministry of Economy and 
Sustainable Development (the institution 
responsible for energy efficiency policy), based 
on which the Ministry exercises control and 
supervision over the persons executing energy 
efficiency measures according to the Georgian 
legislation, including administrative bodies. The 
bill also makes provisions for the introduction of 
energy efficiency policies for buildings and 
industrial facilities.
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Order of the President of the 
National Bank “On Approving the 
Statute on Concentration of Risk 
Positions and Large-Scale Risks”

According to the Order №228/04 of 21 
November 2019 of the President of the National 
Bank, the purpose of the regulation is to support 
the general stability and robust functioning of 
commercial banks and the financial sector by 
imposing requirements on the concentration of 
risk positions and management of large-scale 
risks derived therefrom.

The Order defines a large-scale risk position as a 
bank’s risk position towards one person or a 
group of interrelated debtors that equals or 
exceeds 10% of the bank’s tier 1 capital. The 
order also describes the limitations for risk 
position distribution. 

Handbook on the Execution of 
Preventive Measures for Anti-Money 
Laundering and Terrorism Financing

According to Order №210/04 of 1 November 
2019 of the President of the National Bank, a 
Handbook on the Execution of Preventive 
Measures was adopted, which will help financial 
institutions determine what to focus on when 
managing AML/CFT risks and accepting new 
clients, as well as during business relations. The 
Handbook defines paths for creating and 
analysing a client’s profile according to the KYC 
(Know Your Client) standard. It also envisages 
the grounds and rules for applying simplified and 
advanced prevention measures, as well as 
unusual cases, such as: politically exposed 
persons (PEP), high-risk jurisdictions, strange 
transactions and other possible occurrences.

Resolution of the Government of 
Georgia №584 “On Approving the 
Criteria for Identifying a Legal Entity 
as a Public Interest Entity by the 
Accounting, Reporting and Auditing 
Oversight Service (SARAS)”

The Resolution defines the criteria by which 
SARAS should identify a legal entity as a Public 
Interest Entity (PIE) that are of significant public 
relevance due to the nature of their business. 
For the purposes of identifying a PIE, a legal 
entity must be an enterprise incorporated in 
accordance to the Law “On Enterprises” and 
operate with a state/municipal shareholding of 
over 25%, which meets the criteria of first or 
second category enterprises at the end of the 
reporting period, pursuant to the Law “On 
Accounting, Reporting and Auditing”.

Amendments to Order №N-9 of 12 
July 2017 of the Director of 
Accounting, Reporting and Auditing 
Oversight Service (“SARAS”) “On 
the Quality Control System 
Monitoring Rule”

According to Order №N-17 of 1 November 2019, 
amendments have been adopted to the Order 
“On the Quality Control System Monitoring 
Rule”, with the addition of the following sentence 
to Article 21.3: “While issuing a final conclusive 
evaluation, SARAS is entitled to limit public 
interest entity (“PIE”) financial accounting audit 
execution rights to an engagement partner.” 
Herewith, Paragraphs 31 and 32 were added to 
the same Article, which define the authorized 
audit firms and engagement partners for 
executing accounting audits for first (an 
engagement partner for which a first, second or 
third category final evaluation has been issued 
by SARAS) and second (an engagement partner 
for which a first, second, third or fourth category 
final evaluation has been issued by SARAS) size 
category entities and groups. Herewith, the 
authority for auditing a PIE can be given to an 
audit firm engagement partner that has been 
issued a first or second category final evaluation.

Judiciary Practice

On 14 November 2019, the Constitutional Court 
of Georgia ruled on case №2/5/879. The subject 
of the dispute was whether the first (“If any duly 
held auction consisting of a first and two repeat 
auctions fails and the property is not sold, such 
property shall be discharged from the 
attachment effected in favour of the creditor 
carrying out compulsory sale.”) and second 
sentences (“No enforcement proceeding 
involving the same claim in favour of the same 
creditor shall be conducted with respect to such 
property.”) of Article 75.8 of the Law on 
Enforcement Proceedings of Georgia comply with 
Article 42 of the Constitution of Georgia (of the 
edition in force before 16 December 2018). The 
mentioned provision of the Constitution 
recognizes the right to a fair trial (as a result of 
the constitutional amendments of 2017, a similar 
clause was moved to Article 31). According to 
the Article 31 of the new edition, “Every person 
has the right to apply to a court to defend 
his/her rights. The right to a fair and timely trial 
shall be ensured”.
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According to the disputed provision, if a 
property fails to sell at three auctions, this 
property shall be discharged from the 
attachment effected in favour of the creditor 
and no enforcement proceeding on the same 
claim in favour of the same creditor shall be 
conducted. Discharging the property from the 
attachment gives the debtor an opportunity to 
dispose of the property, including by alienating 
it. According to the court, the disputed 
provision deprives the creditor of the possibility 
of using such property to satisfy his/her 
demands, even in cases when interest of 
acquisition of the property and chances to sale 
are increased. In this point of view, the 
disputed provision provides for a broader 
limitation than needed to reach a legitimate 
purpose. 

In the court’s view, the legislator could have 
introduced a measure that would limit the 
right comparably less, and which could provide 
for an opportunity to sell the property after a 
certain period of time and not rule out the 
chance for the creditor to use the property to 
satisfy his/her demands.

In the court’s opinion, the limitation set by the 
disputed provision is broader than would be 
needed to reach a legitimate purpose. The 
court ruled that the normative content of the 
first and the second sentences of Article 75.8 
of the Law “On Enforcement Proceedings”, 
which stipulate the discharge of attachments 
and prohibition of enforcement proceedings on 
the same property related to the same claim, 
is unconstitutional with respect to the Article 
31.1 of the Constitution.
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