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Abstract

The purpose of this paper is to discuss the contractual and legislative bases for the exercise of de
facto control in an equity basis company, and the matter of responsibility of such company.

Also, to point out the gaps in the legislation due to de facto control in an equity basis company.

It should be noted that there are no legal regulations related to the research topic, therefore the
available legal literature, court decisions, or other legal sources are very scarce. Therefore, the
optimal ways to solve the research problem are presented on the basis of different experiences of
various Georgian legal institutions, the experience of other countries. The paper discusses both

current legislation and expected changes.

The research has shown that de facto control can be exercised by any entity, natural or legal
person, which has the direct and/or indirect ability to exercise qualified control over a
corporation. Due to the lack of regulations on the liability of the de facto controller, the norms
related to the liability of the partner and the governing bodies can be used by analogy to
regulate this relationship. However, the concluding section of the paper presents
recommendations as to how de facto control issues can be addressed.

Search terms: de facto control, de facto director, de facto shareholder, shadow director, de jure

director, pass-through liability, fiduciary duty.



