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Legal Focus 
 

Micro Finance Organizations  

♦ Amendments to the Civil Code of Georgia 

♦ The Law on Micro Finance Organizations 

♦ Re-registration of Micro Finance Organizations  

♦  Requirements for Re-registration of Micro Finance Organizations 

Amendments to the Civil Code of Georgia 
Recent Amendments  to  the Civil Code Pro­

hibit Operation of Micro Finance Organiza­

tions  under  the  Non­commercial  Legal 

Form 

New amendments to the Civil Code of Geor-

gia introduced and effective since December 

14, 2006 no longer contain provisions allow-

ing Micro Finance Organizations (MFOs) to 

operate under the non-commercial legal 

form. Pursuant to Article 33 of the Code, the 

court of Georgia, based on the lawsuit filed by 

the relevant entity of the Ministry of Finance 

and/or other interested person, may prohibit 

or suspend operation of the non-

commercial legal entity if the latter has es-

sentially switched to the entrepreneurial 

activity.  This provision applies equally to 

all non-commercial legal entities, including 

MFOs.  
 
Accordingly, absent other safeguards in the 

Georgian legislation, MFOs having a non-

commercial legal status could face the pos-

sibility of deregistration by the court should 

an interested party initiate relevant legal 

proceedings.   
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Re-registration of MFOs 
Micro  Finance  Organizations 

must  re­register  prior  to  Janu­

ary 18, 2008 

Pursuant to the Law on Micro Fi-

nance Organizations, micro fi-

nance institutions must change 

their current organizational legal 

form prior to January 18, 2008. 

After this date, the Law no longer 

permits their operation under the 

non-commercial status. Only ac-

cepted legal forms for conducting 

micro finance activities are Lim-

ited Liability Company (LLC) and 

Joint Stock Company (JSC).  

Further, the MFOs can start carry-

ing out micro finance activities 

only after their registration with 

the National Bank of Georgia.  

 

If the activities of the current non-

commercial entities surpass those 

qualified as micro-finance activi-

ties (attraction of deposits), the 

only accepted forms of registra-

tion would be registration as a 

commercial bank, i.e. JSCs and 

non-banking depository entity  

(cooperative society) – credit un-

ion.  

The Law on Micro Finance Organizations 
The Law on Micro Finance Or­

ganizations   supersedes 

amendments to the Civil Code 

Despite the changes in the Civil 

Code, provisions of the Law on 

MFOs allow operation under the 

non-commercial legal form until 

January 18, 2008. Since the 

Law on MFO is a special law for 

the purposes of regulating is-

sues related to operation of mi-

cro finance institutions, its provi-

sions take precedence over 

those contained in the Civil 

Code. 

 

Therefore, until January 18 of 

2008, MFOs can retain their or-

ganizational legal form. How-

ever, they must re-register prior 

to the aforementioned date as 

required by the Law.  

Law on Micro 

Finance 

Organizations 

prevails over the 

Civil Code  

Deadline for  

MFO 

Re­registration 

JANUARY 18 

2008 
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Special MFO Re-registration Requirements  
There  are  special  requirements  for 

re­registration  of Micro  Finance Or­

ganizations  

In addition to registration with the Tax 

Inspection of the Ministry of Finance of 

Georgia, MFOs must register with the 

National Bank of Georgia in order to 

conduct micro finance activities. Above 

general requirements related to the or-

ganizational forms, there are special 

requirements that MFOs must meet for 

being registered by the National Bank: 
 

♦ Minimum amount of the charter 

capital of LLCs is 200 GEL; that of 

the JSCs is 15 000 GEL. 
 

For registration of a company as an 

MFO,  it  should have 250 000 GEL  of 

charter capital paid up in cash. 
 

♦ JSCs are required to have a Supervi-

sory Council, while LLCs are not. 
 

MFOs,  regardless  of  their  organiza­

tional legal form, must have a Super­

visory Council. 
 

♦ There are no special compatibility 

criteria for directors of JSCs and 

LLCs. 
 

Directors  (members  of  directorate) 

must  satisfy  special  Compatibility 

Criteria  contained  in  the  Law  on 

MFOs. 

 

Micro Finance Organizations may 

change their organizational legal 

form only through creating a new 

company. There are no legal 

ways for reorganization of non-

commercial entities into the com-

mercial companies.  
 

Steps for Reorganization 

♦ Registration of an LLC or a 

JSC at the Tax Inspection of 

the Ministry of Finance 
 

♦ Registration at the National 

Bank of Georgia as an MFO 
 

♦ Transfer of assets from cur-

rent non-commercial entities 

to the new companies (this 

can be done both - prior and 

after registration of a com-

pany as an MFO).  
 

Recent amendments to the Civil 

Code of Georgia created issues 

with regard to the transfer of as-

sets from non-commercial legal 

entities to the commercial com-

panies.  
 

There are also different tax impli-

cations depending on the ways 

reorganization transactions are 

structured.  

MFOs must Re­

register as 

commercial 

entities  

MFOs must 

register with 

National Bank 

of Georgia as 

an MFO  

MFOs must 

transfer  

assets  



 

Benefit from our Expertise  

CFS Legal Guledani & Partners  

offers:  

♦ Expertise in micro-finance and banking sectors  

♦ Assistance in re-registration process 

♦ Assistance in registering as a commercial banking institution 

♦ Financial and tax advise to optimize transaction structures  

♦ Special rates for one-time transactions 

 

CFS Legal Guledani & Partners is a law firm founded with participation of 
CFS Investment Bank, first independent full services investment bank in 
Georgia. 
 
Our full range of legal services allows us to provide highly skilled and su-
perior, cost-efficient legal services suited to each client’s needs. We 
serve as attorneys and legal counselors to public and privately held cor-
porations, financial institutions, non-governmental organizations and in-
dividuals. 
 
Our attorneys have extensive knowledge of the Georgian legislation and 
international law as well as understanding of business climate in Geor-
gia. 

Disclaimer  
This document has been prepared by CFS Legal Guledani & Partners for information purposes only. No 
representation or warranty, either express or implied is provided in relation to the accuracy, complete-
ness or reliability of the information contained herein. Save as otherwise expressly agreed, CFS Legal 
Guledani & Partners is not acting as your legal advisor or fiduciary in any transaction.  
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