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In February-March 1917, a revolution took place in Russia. The
monarchy fell. Soon after, the regional government body ap-
pointed by the Russian Provisional Government - Trans-Cau-
casus Special Committee started working in Tbilisi. But it
was disbanded in the autumn of 1917 after the overthrow of
the Russian Provisional Government. From November 15, the
newly created Transcaucasian Commissariat began to man-
age the region. On February 10, 1918, the representative body
of Transcaucasia - the Seym - was convened in Thilisi, and
after a long hesitation, it decided to legalize the separation
of Transcaucasia from Russia. On April 9, the Seimas adopted
the Declaration of Independence and declared Transcauca-
sia an independent, federative republic. The military-political
situation in the Caucasus and Russia changed dramatically,
the parties included in the federation turned out to be sup-
porters of different political orientations, which finally, on

May 26, 1918, led to the disintegration of the Transcaucasian

Federative Republic. On the same day, the National Council

of Georgia declared Georgia an independent, democratic re-

public. The creation of an independent monetary and credit
system in the Democratic Republic of Georgia was of crucial
importance for the country’s economic development. Banks
and credit societies founded by Russia were functioning in
Georgia, behind which Russian capital was largely/largely.
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The duty of the central bank in Georgia was fulfilled by the
Thilisi office of the State Bank of Russia, which performed
only the function of treasury and savings bank. During the
period of Georgia’s declaration of independence, banks and
financial organizations had difficulty supplying their clients
with banknotes, which caused public excitement and mistrust
of the bank.

On May 28, 1918, for the first time, at the meeting of the Gov-
ernment of the Democratic Republic of Georgia, the issue of
establishing the National Bank of Georgia was raised. The
bank would be granted the issuing right. The corresponding
proposal was sent to the National Council of Georgia. On June
3, 1918, at the session of the Finance and Budget Commis-
sion of the National Council, the issue of establishing the
State Bank was discussed. Where the Minister of Finance and
Trade-Industry Giorgi Zhuruli presented a report, and at the
meeting of the government on May 29, 1919, the new Minister
of Finance and Trade-Industry, Konstantine Kandelaki, pre-
sented the proposal and charter of the State Bank. Also, the
minister’s report discussed the bank’s organizational struc-
ture models:
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1. Fully independent pure joint stock - Bank of England
model;

2. Pure State - model of the State Bank of Russia;

3. Mixed joint-stock-state-German central bank model;
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According to the government project, the bank
would be pure state. The board of the bank’s board
and the board of the collegial body of governance
will be approved by the parliament. The members of
the bank’s supervisory body - the board - would be
elected by the parliament, well-known personalities
distinguished by their work in the trade-industrial
and socio-economic processes or science in the Re-
public of Georgia. The issuing right to the bank was
to be granted by a special legislative act when the
time was right. On May 30, 1919, the Government of
Georgia sent to the Constituent Assembly the report
of the Minister of Finance and Trade and Industry of
Georgia about the State Bank, the report of the future
Governor of the bank, lason Lortkipanidze, and the
draft of the bank’s charter. The Budget and Finance
Commission of the Constituent Assembly started the
review of the articles of the State Bank. The review
was completed at the end of October and it was
handed over to the Editorial Commission of the Par-
liament to develop the final text. After the approval
of the bank’s charter, at the beginning of November
1919, the budget-financial and legal commissions of
the Parliament started working on the “Law on the
establishment of the State Bank”, which was finally
approved by the Parliament and approved at the
plenary session of December 31, 1919.
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The duty of the State Bank of Georgia was: promotion and
facilitation of money circulation, treasury operations, provi-
sion of short-term credit for trade, industry and agriculture.
According to the charter of the State Bank, the bank was
managed by the board . The bank’s Management board in-
cluded: the Governor, the deputy governor and two members
of Management board. The bank’s Governor was elected by
the parliament, and his deputy governor and board members
were approved by the parliament, based on the nominations
of the Governor and approved by the bank’s board. The board
had an executive function. In particular, management of the
bank, control of operations, appointment of audit, prepara-
tion of annual budget and submission to the parliament, and
it also represented the bank in court. The bank’s board met
as needed. at least once a week; Decisions were made by the
majority of votes, in case of equal votes, the ruler’s vote had
the decisive right.

The board of the State Bank was composed of 12 mem-
bers: the chairman of the board, the deputy chairman and 7
members appointed by the parliament. In addition to these
members, the bank’s governor and two representatives of
the Ministry of Finance and Trade-Industry were considered
members of the Board . Board members were appointed for
a term of 3 years. It is possible for a member of the Board to
be a member of the founding meeting at the same time. The
meeting of the board was held once a month, and in case
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of equal votes, the vote of the chairman was decisive. The
board was responsible for: control over the general activities
of the bank, the bank’s cash register, value and production of
accounts; development of the proposal to be submitted to
the Parliament, consideration of cost estimates before sub-
mission to the Parliament; establishment and change of rates
on loans and deposits; writing off bad debts; On the recom-
mendation of the board, the appointment and dismissal of
the manager of the bank’s department, the chief cashier, the
chief accountant and the bank inspector. Other employees
were appointed and dismissed by the bank’s management
board. All employees of the bank, members of the board and
the council are obliged to maintain secrecy They received it
with the appropriate signature.

The structure of the State Bank consisted of: main office, De-
partments and bank agencies. The bank had the right to open
branches in large trade and industrial cities of the republic.
Bank agencies only performed simple banking operations.

The operational year of the State Bank included the period
from January 1 to December 31. The annual report developed
by the management board and reviewed by the bank’s board
was sent to the state controller (auditor general in today’s
sense) . During the preparation of the cost estimate and in
the subsequent period, the state control audit inspected the
bank. The results of the audit were sent to the bank’s board



3obymxznmgonb  ddsmmzgmob, doozsmo  dmmamab,
0mo30M0 dymam@pMobs s 08630L 06L3ggHmMmab obo-
0360 ©o 00600g0MONEeb ombmzbs. Lb3s obsm-
Agh 006533MMAMgOL Mob50dMOsdg 60303 o
00330L1RMgoEs 006300 godggmos. 086300 yzgms dm-
bgmyg, 30039Monby o bLsdFML Bg3Madn oM EYOYMY-
0oL bonEIdmmydnb ©oE30b dgbobyd dgbododnbo bgm-
Bgfmomom nmgob36.

bLobgMABaRM63630b bHMYIHHMO FxEazadME: doMocso
306hmMo, 3obymaxznmgdgdn o 00630L0 booggbdmgodon.
00630 yx3Wgds 3gmbo 3egbLbs gobymxynmgdgdn Mab-
390m030b o  LogzegMmm-badmMgbzgmm  Jomoggoddo.
006300 L03gbMHMgon 30, dbmmme ToMm@HN3 LSOSHIM
m39Mo3090L sLMYMYO©O-0.

LabgmdBogm 006300 bLom3gMmogom Bgmo dMOEO3ES
1-9em0 0063M0sb 31 ©93900MB@Y 39MamD; godaggmonb
0096 99030039090 o 006300 LadgmbL TogMm gobbomy-
oo Bmogmo o06g3oMndn bLobgmdbogm mbHMmmamommb
13%03690MmEs. bamgzmnommoibznb dgmagbabe s 898gma
39Momdn3 Labgmdbogm 3mbhmmmab MY30D08 dMB-
090@s 0063L. M330%00L TgEgagdn Lomobsm Myogn-
M900bm30L 05630L godggmdalL 93de3690mMs, MMIganng
0900093 006300  LOOGML LbEMDVdy gobnbomgdmeo.
303360 LabgmMabogm 056301 BenoyM boMmzmommozblzsedy

for appropriate response, which was then discussed at the
bank’s board meeting. The conclusion on the annual budget
of the State Bank should be submitted to the Parliament by
the State Controller no later than July 1st. Finally, the bank’s
Governor had to present the bank’s annual report to the par-
liament by September 1. In addition, the bank was obliged
to periodically publish the balance sheet showing the main
accounts.

From the beginning of 1920, discussions on the creation of the
bank’s organization, the selection of the Governor and board
members were actively started. On February 20, 1920, a ple-
nary session was held in the Parliament of Georgia, where the
monthly salaries of the Governor of the State Bank, the mem-
bers of the Management Board, the Chairman of the Board
and the members of the Board were discussed. At the session
of March 16, 1920, the Parliament of Georgia elected lason
Lortkipanidze as the Governor of the State Bank, and Nikoloz
Eliava, the Chairman of the Budget-Finance Commission of
the Constituent Assembly, as the Chairman of the Board, and
Simon Mdivani, the Deputy Chairman of the Founding Assem-
bly, as the Deputy Chairman of the Board; Board members:
Vasil Berelashvili, Giorgi Zhuruli, Diomide Topuridze, Adam
Forakashvili, Konstantine Meskhi, Parmen Chichinadze, lvane
Tsagareli. Despite the election of the board members and the
bank governor, the election of the board members and the
transfer of the building to the state bank were delayed.
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On May 10, 1920, the governor of the State Bank, lason Lort-
kipanidze, submitted the bank’s cost estimate, the staff list of
the bank’s employees and the report of the state control to
the Parliament of Georgia for consideration. Finally, on June
8, the Parliament approved the bank’s staff list and cost es-
timate; Also - Rajden Dumbadze as deputy governor, Jason
Menabde and Simon Kiladze as managmnet board members.
According to the decision of the democratic government of
Georgia, the newly established bank was to be located in the
building of the Thilisi branch office of the State Bank of Rus-
sia. A special commission was created to hand over the build-
ing, headed by G. Beridze, the head of the expedition for the
preparation of state papers of the Ministry of Finance. Edu-
ard Berg, the manager of the Thilisi office, did not vacate the
building on time, which caused a great obstacle to the opera-
tion of the state bank. The State Bank of Georgia was opened
on July 24,1920, 7 months after the adoption of the law by the
Constituent assembly . The opening of the bank was attended
by : Noe Ramishvili (Minister of Internal Affairs), Simon Aval-
iani (Deputy Minister of Finance), Giorgi Arsenidze (Minister
of Justice), Grigol Lortkifanidze (Minister of War ), Aleksandre
Lomtatidze (Deputy Chairman of the Constituent Assembly),
Chairman of the Board of the State Bank Nikoloz Eliava, his
Deputy Simon Mdivani and Board Members: Giorgi Zhuruli,
Vasil Berelashvili, Parmen Chichinadze, Konstantine Meskhi,
Ivane Tsagareli, Adam Forakashvili, Diomide Topuridze and
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two representatives of the Ministry of Finance
in the State Bank Board: Zhorzholiani and Chk-
heidze; Governor of the State Bank Jason Lort-
kipanidze, his deputy Rajden Dumbadze, mem-
bers of the management board: lason Menabde
and Samson Kiladze. Noe Ramishvili addressed
the audience on behalf of the government, they
also made a speech: Nikoloz Eliava, chairman
of the bank’s board, and lason Lortkipanidze,
the Governor of the bank, who spoke about the
difficult times in which the bank would have to
operate. In his opinion, the main focus of the
State Bank should be promotion of the trade
and industry of the Republic of Georgia.

On August 16, 1920, the Parliament issued 2 de-
crees: the first on the capital increase of the
State Bank and the second on the insurance
fund of the State Bank.
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BATUMIBRANCH OF THE STATE BANK
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According to the Brest-Litovsk Treaty of March 3, 1918 , Ba-
tumi and Adjara became part of the Ottoman Empire . After
Georgia’'s independence, a similar situation continued until
November . In November 1918, according to the Armistrice
of Mudros, the British army entered Batumi and Adjara and
a governorate subordinated to Britain was created. On De-
cember 25, 1919, the Parliament of Georgia declared Batumi
and Adjara to be an integral part of Georgia. On February 25,
1920, Batumi was declared Porto-Franco by the mandate of
the League of Nations. On July 4 of the same year, the British
army withdrew from Batumi and Adjara region, and on July
7, Batumi and its region were fully under the control of the
Georgian government. In October 1920, the Batumi branch of
the State Bank of Georgia was opened, where 38 employees
worked.

On December 8, 1920, the board of the State Bank sent the
Presidium of the Parliament the report of the bank for the
period from July 24 to December 1. The bank’s management
board asked the parliament to appoint a day for the report.
On December 16, a preliminary review of the State Bank’s re-
port was included in the agenda. Unfortunately, we do not
know the date of the report of the Bank Governor before the
Parliament. December 1920 and January 1921, the economic
situation in Georgia was quite difficult . The budget deficit
was growing, which was responded to by the increased rate
of issuance of state money tokens. On February 11, 1921, the
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armed forces of Soviet Russia invaded the borders of the
Democratic Republic of Georgia. After assessing the risks,
the management board of the State Bank , in coordination
with the country’s government, with the involvement of the
Ministry of Finance and State Control, decided to move Cash
and Bank values to Kutaisi, which happened on February 16
and 17. According to the government’s decision, a separate
section of the Kutaisi treasury cashdesk was dedicated to
the state bank’s valuables, which was sealed in the presence
of representatives of the state bank, the Ministry of Finance,
state control, Thilisi and Kutaisi treasuries. On February 24, in
the evening, the members of the Republic Government and
the Constituent Assembly left Thilisi in the western direction
and temporarily stopped in Kutaisi. XI Army of Soviet Russia
invaded Tbilisi. Due to the complication of the situation, on
March 5, 1921, the State Bank transferred cash and valuables
from Kutaisi to the State Bank branch in Batumi. The admin-
istration and Management Board of the State Bank was also
placed in the bank Management On March 10, the Govern-
ment of Georgia and the composition of the Constituent As-
sembly moved to Batumi, and on March 18, they left Batumi
and emigrated. The full management board of the State Bank
remained in Georgia, including the governor lason Lortkipa-
nidze and his deputy Rajden Dumbadze, as well as manage-
ment board members and all responsible employees. At the
end of March 1921, the management of the State Bank asked
the temporary body of the Soviet government “Revcom” for
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help in the safe transportation of the protected moneys and valuables of the State Bank, as well as the bank’s movable prop-
erty from Batumi to Thilisi. After the end of hostilities in Georgia, on April 16, 1921, the Finance Commissariat of Soviet Georgia
allowed the management of the State Bank to return to the capital. It was forbidden to search the treasury of the State Bank,
the personal belongings of the persons accompanying them. The State Bank continued functioning in Tbilisi from April 17. From
September 1, 1921, the State Bank of Georgia was transformed into the “Soviet Socialist People’s Bank of Georgia”.
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