
OVERVIEW

In spite of its small population compared with
other Eastern European countries, Georgia is a
fast-growing market economy with substantial
potential. The favorable Georgian banking
environment and the significant growth of the
country’s mortgage and consumer loan markets
will support banks entering into securitization
transactions.

LEGAL CONSIDERATIONS

Due to the lack of a proven track record for
securitization transactions in Georgia, previous
experience gained in other Eastern and Central
European countries in cross-border contractual
arrangements might influence the first securi-
tization deals.

A distinctive feature of Georgian law is the fact
that civil activity of the government and govern-
ment agencies is regulated by the same provisions
that apply to legal entities. Thus, assignment
under contract concluded with the government
and government agencies shall comply with the
general requirements as to the form of such
assignment and that assignment shall be treated
as a commercial rather than a public act.

(1) CHOICE OF LAW

Under Georgian law, parties to a contract are
free to choose the law which will govern their
contractual relationship, e.g. the law of either of
the parties or the law of a third state. However,
following the provisions of the Rome Convention
which is implemented into Georgian law, the
choice of foreign law is subject to statutory
reservations relating to public policy and man-
datory rules from which the parties cannot 
derogate (Section 5 and 6 of the International
Private Law Act).

In the absence of contractual choice, the contract
will be governed by the law of the country with
which it is most closely connected. This will 
usually be the country where the assignor – the
party who is to effect the performance which is
characteristic of the contract, has its principal
place of business (Section 36 of the International
Private Law Act).

Where a foreign-based special purpose vehicle
(SPV) purchases receivables from a Georgian
originator, notwithstanding that the assignment
agreement may be governed by foreign law, legal
issues relating to the underlying receivables such
as assignability, discharge and set-off by a debtor
(the underlying obligor in a securitization deal)
or the relationship between the assignee and the
debtor will continue to be determined in accor-
dance with Georgian law.
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(2) TRUE SALE

Under the law of Georgia an assignment agree-
ment is valid when the assignor (the originator 
in a securitization transaction) and the assignee
(the purchaser or SPV in a securitization trans-
action) agree to its terms, unless the underlying
receivables contract or statutory provisions pro-
hibit assignment. There is no special form for
the sale and assignment of receivables under
Georgian law; thus, the parties can agree both
orally or in writing. In every case the assigned
receivables must be sufficiently identified in the
assignment agreement.

When Georgian law governs the assignment
agreement between an assignor and an assignee,
no consent of a debtor (the underlying obligor 
in a securitization transaction) is required for 
a valid assignment. In addition, no notification
of the debtors is needed for the perfection of 
the assignment. 

It should be noted, however, that unless the 
debtor is notified of the assignment, it remains
entitled to discharge its obligations by paying
the assignor, despite the fact that the legal owner
of the receivables will be the assignee. On the
other hand, if the debtor is duly notified the debtor
will not be entitled to set-off or counterclaim of
those obligations which arose following the noti-
fication of the assignor’s obligations. Either the
assignor or the assignee may notify the debtor 
of the assignment.

Under Georgian law, a special rule governs the
assignment agreement when the assigned receiv-
ables are secured by a mortgage. In such case 
the transfer of the mortgage by the means of both
a re-registration and an execution of a written
mortgage agreement to the assignee is required
for the assignment to be valid.

(3) TRANSFER OF COLLATERAL

Ancillary rights, such as mortgages and pledges,
are transferred to the assignee automatically
with the assignment of the underlying receivables,
provided that they are related to the assigned
receivables. Nevertheless, depending on the
nature of the security, consideration needs to 
be given to the re-registration of the collateral.

To validly transfer mortgage rights, for example,
the parties have to comply with the re-registration
procedures set out above.

According to Georgian law, a pledge could be 
either registered (non-possessory) or non-regis-
tered (possessory). When the assigned receivables
contract is backed by a non-registered pledge,
the assignee should demand transfer of movable
pledge assets or registration, otherwise such
pledge right will cease to exist. On the other hand,
where a pledge right relating to the assigned
receivables has been registered on the public
register of proprietary rights, including security
interest rights over movables, the assignee as
new creditor needs to register his right to the
collateral for the assigned assets in order to
become new pledgee, as well as for evidence 
and enforcement purposes.

(4) CLAW-BACK AND “SUSPECT PERIODS”

An insolvency administrator in Georgia is entitled
to challenge transactions in the circumstances
provided under Georgian insolvency legislation
in the following cases: 

(i) the assignor intended to prejudice the creditor
and the third party (assignee) was aware of this
intention (fraudulent transactions); 

(ii) the assignment was concluded in favor of 
the interested party (assignee) one year prior to
the insolvency of the assignor and the assignor
intended to defraud its creditors, provided the
assignee is unable to prove that he did not know
at the time of the assignment that the assignor
had such intention (intra-group transactions);
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(iii) the transaction concluded one year prior to
the commencement of insolvency proceedings
and the assignor intended to transfer assets free
of cost (not “at arms length”). If the transferee 
is an interested party than “suspect period” is
lengthened to three years; and

(iv) the assignment was concluded after the 
assignor’s obligation to pay had ended or after
sending the letter of commencing insolvency
proceedings and the assignee at the time of
assignment knew or should have known the
insolvency of the assignor or the fact of filing 
an application on insolvency proceedings.

Where the assignor is a bank or other credit
organization, a temporary insolvency administra-
tor or liquidator shall have the power to challenge
any action or transaction by an administrator of
the bank entered into during a period of one year
before the appointment of the temporary admi-
nistrator or liquidator by applying to a court.
In addition, the temporary administrator or
liquidator may demand voiding any such trans-
action if persons related to the bank benefited
at the expense of the bank, or took advantage
and abused privileges which caused damages 
to the bank (its creditors).

Under Georgian law, the period of time during
which to make use of the right to claw-back is
three years (measured from the commencement
of insolvency proceedings) for banks as well as
other entities.

(5) DATA PROTECTION

There is no special consumer data protection
legislation in Georgia. However, several types of
confidential data are protected under Georgian
law, including, commercial secrets, professional
secrets, tax secrets and personal data.

However, upon an assignment the Georgian
Civil Code requires that the assignor provides all
relevant documents and information to enable
the assignee to exercise his rights with respect to
the assigned receivables. Consequently it must
also be possible to disclose a certain amount of
important information.

According to Article 17 of the Georgian Law on
Activities of Commercial Banks, no one is entitled
to allow third parties access to confidential
information, to disclose and extend such infor-
mation, or to use it for private purposes. Banks
are limited by strict banking secrecy rules, but
only concerning information about bank accounts,
its operations and balances; obtaining such
information is possible only by court decision.
Hence, the debtor’s data is not subject to bank
secrecy rules.

(6) REGULATORY

Under Georgian law the purchasing and servi-
cing of receivables are business activities free 
of licensing requirements. Foreign banks may 
provide cross-border lending or receivables 
purchasing activities in Georgia without being
licensed by the Georgian National Bank.

There are also no restrictions on money transfer
(except for certain declaration obligation) and
currency exchange in Georgia except of certain
requirements under anti-money laundering
rules. No particular regulatory obstacles exist for
Georgian counterparties when they participate
in cross-border transactions.

m ay e r  b r ow n     3

SECURITISATION IN GEORGIA: 

SOME LEGAL ISSUES 

AT A GLANCE



(7) TAXATION

Pursuant to Georgian tax legislation, no VAT
should be levied on the transfer of receivables.
The double tax treaties with certain jurisdictions,
e .g. Belgium, Germany and The Netherlands,
might allow a reduction of the withholding tax
on interest to zero, provided certain procedural
requirements are met.

Repayment of principal is not subject to with-
holding tax. Withholding tax at the rate of 10 %
is applied to interest payments to a non-resident,
unless a double tax treaty of Georgia provides
otherwise.

The servicing of receivables triggers VAT under
Georgian law to the extent such servicing is 
performed within Georgia.

According to Georgian tax law, there are no 
stamp duties or other taxes or fees when assigning
receivables, although fees may be payable in
respect of the re-registration of related collateral.
For example, mortgages must be registered 
and registration fees paid with regard to the
registration of the new assignee’s rights in the
public registry.

In any case, it is recommended to obtain a 
tax-related opinion from local counsel.

For inquiries related to this publication, please contact one of the authors: 
Dr. Ralf Hesdahl, rhesdahl@mayerbrown.com; Dr. Jörg Wulfken, jwulfken@mayerbrown.com
Frankfurt: Mayer Brown LLP, Bockenheimer Landstrasse 98-100, 60323 Frankfurt am Main, T: +49 (0)69 79 41 0, F: +49 (0)69 79 41 100

Bruce Bloomingdale, bbloomingdale@mayerbrown.com; Dominic Griffiths, dgriffiths@mayerbrown.com
London: Mayer Brown International LLP, 11 Pilgrim Street, London EC4V 6RW, T: +44 (0)20 7248 4282, F: +44 (0)20 7248 2009

Copyright © 2007 Mayer Brown LLP. This Mayer Brown publication provides information and comments on legal issues and developments 
of interest to our clients and contacts. It is not a comprehensive treatment of the subject matter covered and is not intended to provide legal advice. 
Readers should seek specific legal advice before taking any action with respect to the matters discussed in this publication.

www.mayerbrown.com

Mayer Brown is a combination of two limited liability partnerships: one named Mayer Brown LLP, established in Illinois, USA; 
and one named Mayer Brown International LLP, incorporated in England.

m ay e r  b r ow n     4

SECURITISATION IN GEORGIA: 

SOME LEGAL ISSUES 

AT A GLANCE



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


