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Abstract

One of the most important and problematic issues in a limited liability company is the duty of
fidelity violated by the governing body, hence the connection of this duty with the conflict of
interest and the institution of competition prohibition. The duty of fidelity in corporate law
protects both the interests of the corporation and its business opportunities, which is most
important in the functioning of the business community. The proper functioning and application
of this obligation is essential to protect the full interests of the corporation. And, in the country,
to establish secure corporate governance.

The main purpose of this obligation is to protect the business community from the unscrupulous
actions of the manager in the conditions of prohibition of competition arising during a conflict of
interest. Which is achieved by overshadowing the personal interests of the manager and acting in
accordance with the interests of the enterprise. In the interests of the enterprise, the economic
law of the entrepreneurial society is considered by the Law of Georgia on Entrepreneurs.

In corporate governance in an LLC, problems arise when we are faced with an obvious conflict of
interest and a ban on competition, to determine whether a manager’s duty of fidelity has been
violated. The main goal of this study is to determine, according to the new Law of Georgia on
Entrepreneurs, when the duty of fidelity will be considered violated On the part of the supervisor
and what problematic issues may arise during the breach of the duty of fidelity. In addition, the
legal mechanisms for the protection of the rights of the leader are discussed, the criteria for which
the duty of fidelity on the part of the leader will not be considered violated. Historical-legal,
comparative-legal research method, evaluation method and court were used during the given
research Practice. The study revealed that the new Law on Entrepreneurs, as a result of
harmonization with the EU directives, lays down precise grounds for breach of the principles of
fidelity compared to the law of the previous version. However, given that the obligations and
criteria that constitute a duty of fidelity do not It was so familiar to Georgian corporate governance
in the LLG, it can be said that the fundamental opinion on this issue has not been fully studied.

The paper attempts to highlight the legislative gaps in the current version of the Law on



Entrepreneurs and to formulate relevant recommendations on this issue. Which will help to
establish a uniform case law in the country.
Keywords of the research topic: Conflict of interest, prohibition of competition, corporate

governance, capital society, duty of loyalty.



