
Section 3. Some regional features of 
legal control in the corporate sector. 

3.1. Protection of shareholders’ and Investors’ rights

It is noteworthy that any regional legislative document, with extremely infrequent exceptions, contains references to Federal laws, presidential decrees and other federal documents. Nevertheless, among these on can quite clearly single out a group of documents, directly associated with the federal legislation (as a rule it’s all kinds of Interpretations, Informative Letters etc.). Below follows a short analysis of documents first of all associated with the federal laws “On Joint-Stock Companies”, “On Protection of Investors’ Rights and Legitimate Interests at the Equity Market” as well as the presidential decree “On Measures to Ensure Shareholders’ Rights”.

After the Federal Law “On Joint-Stock Companies” was passed in December of 1995, the majority of regions issued their own legal normative documents on realisation of provisions of the Law.

In this way according to the Decree of the Head of Administration of Khabarovsk kray joint-stock companies’ charters shall comply with the standard Charter of joint-stock companies defined by the Decree of the President of the Russian Federation as far back as on July 1, 1992, nr. 721 “On Organizational Measures to Turn State-Owned Enterprises, Voluntary Associations of State-Owned Enterprises into Joint-Stock Companies”, enacted by the Decree of the President of the Russian Federation of November 16, 1992, nr. 1392 “On Measures to Implement the Industrial Policy in Carrying-Out Privatization of State-Owned Enterprises”
. 

The Decree also containes an instruction to the financial department of the kray administration to register emission of extra shares by partially state-owned joint-stock companies only on results of examinations performed by the state property committee of the kray. Registration of joint-stock companies’ charters in case the company in question has state-owned shares in its capital, is supposed to be performed by heads of municipalities only after they have received an approval from the state property committee of Khabarovsk kray. It also ruled to adopt corresponding regulations to define registration procedures and introduce changes and additions to joint-stock companies’ charters established in the process of privatisation of municipal enterprises.
.

On the territory of Moscow legal normative documents related to federal laws were issued by the State tax authority in the city of Moscow. In particular, in one of its Letters the tax authority explains certain provisions in the Federal Law “On Joint-Stock Companies” and the Civil Code and informs that “should there be registered facts of failure to bring constituent documents of joint-stock companies to conformity with provisions of the Federal Law “On Joint-Stock Companies” in due time, tax rating authorities are entitled to demand from these companies corresponding measures to change constituent documents, in case of failure to comply with this demand they are entitled to call senior executives of these joint-stock companies to account pursuant to the Administrative Code
.

The State Authority in Vologda oblast also issued its letter with Interpretations, in which it informs about the adoption of the law “On Joint-Stock Companies” and explains some of its provisions
. 

Besides, joint-stock companies registered on the territory of Moscow were informed about the requirement to bring their constituent documents to conformity with the federal law “On Joint-Stock Companies” by the Chief Department for the city of Moscow of the Central Bank of the Russian Federation
.

Sometimes legal normative documents concerned joint-stock companies in certain branches. For example, pursuant to the Order of the pharmacy committee of Moscow government, joint-stock companies that hadn’t brought their documents to conformity with provisions of the federal legislation were not supposed to receive new licenses and prolong old ones, the same concerned accreditation certificates
. 

In Kirov oblast joint-stock companies received a deadline – July 1, 1996 – to bring their constituent documents in conformity with the current legislation (i.e. the law “On Joint-Stock Companies”) and get them registered. Documents not registered by that date are declared invalid. State bodies of the oblast were commissioned to render assistance to joint-stock companies, especially emphasized was the role of the Securities and Stock Market Commission under the oblast government, which was charged to “provide control of registers of owners of registered securities issued by joint-stock companies and to ensure shareholders’ rights
. The same date was targeted for bringing in conformity constituent documents of joint-stock companies in several other regions of Russia: in Belgorod oblast
, Lipetzk
 and Nizhni Novgorod oblasts
. According to the Decree by the Administration of the city of Rostov-on-Don all joint-stock companies were obliged to hold stockholders meetings (regular or extraordinary) on this issue
. 

The problem of bringing joint-stock companies’ charters in conformity with the legislation will emerge again on January 1, 2002 when federal law nr. 120-FZ of August 7, 2001 “On Introduction of Changes and Additions to the Federal Law “On Joint-Stock Companies” will inter into force
.

Some legal normative documents related to the law “On Joint-Stock Companies” were issued later. As a rule, these are municipal documents.

For example, the head of administration of the city of Tyumen issued a corresponding order as late as in May 2000, having stressed in it the requirement to “implement provisions of article 6 of the Federal Law “On Enactment of Part One of the Civil Code of the Russian Federation”, and “pursuant to article 53 of the Charter of the city of Tyumen” all enterprises were ordered to bring their constituent documents in conformity with the Code within August 31, 2000
.

Legal documents concerning the federal legislation in many cases contain descriptions of violations of Russian legislation. For example, according bo the information distributed by the press-centre of the Office of Public Prosecutor in Primorsky kray in 1997, by the results of an investigation into compliance with the shareholders’ rights protection legislation was stated that “some managers, having forgotten that their companies’ owners are shareholders, are not willing to comply with decisions taken by general meetings, act arbitrary, ignoring legal methods to uphold their positions, create conflict situations that affect interests of production”. Then follows a specification of concrete instances when shareholders’ rights were violated and the statement that “by results of investigation the office of the public prosecutor of the kray have issued official statements addressed to the managers in question containing demands to eliminate the violations and restore the infringed rights of shareholders
..

In Belgorod oblast in a decree by the head of oblast administration it was said that “several joint-stock companies in their activities allow serious drawbacks leading to instability in their operations. There is an inflow of complaints about neglects of legitimate shareholders’ rights, violation of procedure of stockholders' meetings and about other issues associated with joint-stock companies’ activities affecting shareholders’ interests… There are cased of illegitimate purchase of large share holdings lacking the required notification of the Ministry of Finance of the Russian Federation or the required authorization (consent) issued by the State antimonopoly policy and support for new economic structures committee, etc”
.

According to the Decree of the Administration of Krasnodar kray issued in August of 2001 “the majority of joint-stock companies that are registered on the territory of Krasnodar kray don’t comply with requirements of Federal Laws “On Equity Market” of April 22, 1996, nr. 39-FZ, “On Joint-Stock Companies” of December 26, 1995, nr. 208-FZ, “On Protection of Rights and Legitimate Interests of Investors at the Equity Market” of March 5, 1999, nr. 46-FZ, as well as Resolutions by the Federal Securities Commission… There are cased of discrepancy in the current legislation and constituent documents of joint-stock companies, gross violations of inscribed stock register procedures, lack of shareholders’ access to obligatory available information”
. 

To enhance capabilities of local government bodies to control the existing situation at the equity market and to improve the investment situation in the kray, the Kray securities and stock market commission is instructed to take the required measures, to work out as quick as possible a programme of measures to ensure that joint-stock companies comply with the equity legislation, to engage representatives of the prosecution in the kray in investigations, as well as to take measures to establish a unified information database on the equity market participants acting on the territory of the kray. Heads of towns and communities were obliged to take measures to receive in the manner prescribed by the law information about equity market’s participants registered on territories of municipalities and to provide this information to the equity department of Krasnodar kray, as well as to establish within the framework of local self-government bodies sub-units to attend to the stock market subjects acting on corresponding territories. Also suggested was taking measures to eliminate violations of the equity legislation including “enforced liquidation of joint-stock companies that have failed to bring their constituent documents to conformity with the current legislation according to the prescribed procedure”
.

According to the Decree of the Administration of the city of Kostroma the registration chamber has done on the whole a good job in bringing constituent documents of companies in conformity with the Federal Law. Though this work is impeded by a lack of interplay with State tax bodies in exposure of a number of joint-stock companies and cooperatives that have stopped operations. As a result of it “more, than a half of closed-down joint-stock companies have not brought their constituent documents in conformity with the current legislative provisions and have not produced them for the chamber for them to be reregistered.
. 

According to the Decree of the Head of administration of the city of Ekaterinburg in this city as of December 25, 1995 there were registered 4415 joint-stock companies. Of these as of July 1, 1996 only 807 joint-stock companies brought their constituent documents in conformity with the Federal Law of the Russian Federation “On Joint-Stock Companies”. Pursuant to the Federal Law of the Russian Federation nr. 65-FZ of June 13, 1996 “On Introduction of Changes into the Federal Law “On Joint-Stock Companies” the deadline for bringing constituent documents of joint-stock companies in conformity was extended until July 1, 1997. As per July 1, 1997 constituent documents were brought to conformity with the Federal Law “On Joint-Stock Companies” by 1386 joint-stock companies. 3029 of joint-stock companies had not brought their constituent documents in conformity with the abovementioned law. Due to this not all of constituent documents are acknowledged as legitimate. Heads of municipalities, managers of structural sub-units in towns and communities administrations, heads of municipal institutions and enterprises are prohibited after July 1, 1997 to conclude contracts with, issue licenses to or perform any other actions in favour of joint-stock companies with invalid documents. Bank officials, other state or private enterprises’ managers working with joint-stock companies that had been registered in Ekaterinburg before January 1, 1997 were recommended to pay attention to the fact that their counterparts’ charters and state registration certificates bore the mark testifying that these documents conformed to the Federal Law “On Joint-Stock Companies”
.

In a later Decree by the Head of the city of Ekaterinburg it is said that “the term for bringing constituent documents of joint-stock companies (joint-stock associations) in conformity with the law “On Joint-Stock companies”” expired on July 1, 1999. The said document states that “there are 21909 associations and joint-stock companies (79.8% of those due) that have not brought their constituent documents in conformity with the law “On Joint-Stock Companies””, as well as that “2459 joint-stock companies have not brought their constituent documents in conformity with the law “On Joint-Stock Companies” (59.1% of those due, while the term expired on July 1, 1997)”. Due to this the state registration department of the city of Ekaterinburg is empowered “to take to the abovementioned juridical persons measures, envisaged in the legislation”. Representatives of communities’ administrations are prohibited “from making contracts with, issuing licenses to and performing any other kind of actions” with respect to such companies. It is also one again recommended to “bank managers, other private or state enterprises’ managers working with joint-stock companies registered in Ekaterinburg to pay attention to the fact that their counterparts’ charters and state registration certificates of limited societies and joint-stock companies bear the mark testifying that these documents conform to the Federal Law and to conformity of other juridical persons with organizational and legal forms prescribed by the Civil Code of the Russian Federation.
. 

Hence, it is quite clear that in spite of a considerable quantity of legal normative documents issued in different regions and bearing relation to the federal legislation, the requirements contained in federal laws are not really met by many economic units and even governmental authorities (who are specifically prescribed to refrain from relations with companies that lack documents that correspond to legally accepted norms). 

In one of the decrees of Moscow government it is stated that one of the most common law offences is a lack of an initial or a subsequent share issue registration. In connection with this a more stringent control of companies’ activities is suggested. In particular, it is suggested that Moscow registration chamber while making registrations of changes and additions to constituent documents of joint-stock companies demands the following: in case the authorized capital stock is increased – the decision to float shares and a report on issue results registered by Moscow regional department of the Federal Securities Commission  of Russia; in case the authorized capital stock is decreased – the decision to float shares and a report on results of the share issue registered by Moscow regional department of the Federal Securities Commission  of Russia or a notification of shares’ cancellation (if the total number of shares is being decreased), issued by Moscow regional department of the Federal Securities Commission  of Russia; in case of changing the nominal share value and/or the number of shares while the authorized capital stock remains the same – the decision to float shares and a report on their issue, registered by Moscow regional department of the Federal Securities Commission  of Russia. At the same time Moscow registration chamber and Moscow regional department of the Federal Securities Commission  of Russia were commissioned “to ensure a monthly exchange of official information and data on magnetic media”: Moscow registration chamber – on joint-stock companies registration data, changes in their constituent documents; and Moscow regional department of the Federal Securities Commission  of Russia – on registration of shares issued by joint-stock companies
.

According to the Decree of the Government of the Republic of Yakutiya the Ministry of Justice shall provide the Republic securities commissionwith information about all joint-stock companies of both open-type (OAO) and closed-type (ZAO (AOOT, AOZT)) forms registered on the territory of the Republic of Sakha (Yakutiya), at the same time the Ministry of Finance is charged “to check the registered joint-stock companies against registered stocks issued by joint-stock companies” 
.

As a sample of legal normative documents describing the registration procedure on the territory of a subject of the Federation one can use the Letter of Instructions signed by the chairman of the Registry Chamber of Moscow oblast, describing in detail the complete procedure including the process of entering on the Register, required documents and their detailed description, registration terms, reason for rejection of applications, etc. Also according to this document information services are provided to private persons and organizations in the following ways:

· “a) printing in “The Registry Gazette” information on registered juridical persons;

· b) giving information contained in the Unified state registry of juridical persons for Moscow oblast by issuing official letters containing abstracts of records concerning juridical persons in question registered by the Registry or certifying null information on them;

· c) making copies and duplicates of constituent documents of a juridical person registered by the Registry Chamber to its incorporators (participants) against their written applications
. 

In St. Petersburg there were adopted approximate patterns for charters of closed-type two-tier joint-stock companies (ZAO), as well as for three-tier ZAOs and three-tier OAOs (open-type), which are recommended for use by joint-stock companies as models.

In the middle of 1990s several regions adopted legal normative documents to implement requirements contained in the Decree of the President of the Russian Federation “On Measures to Ensure Shareholders’ Rights” signed in October 1993. An interesting decree in this connection was issued by the State Assembly of the Republic of Mordoviya (RM) in May 1995. That was a peculiar reaction to the information provided for the Assembly by the Property Fund of the RM on results of annual stockholders meetings and observance of the current legislation on protection of shareholders’ rights by joint-stock companies. A considerable number of violations connected in particular with late notification of shareholders about forthcoming meetings and frequent cases of holding offices of the chairman of the board of directors and director general simultaneously when control bodies of joint-stock companies were formed. Among other things it was suggested in the decree “to ask the Public Prosecutor’s Office of the Republic of Mordoviya to take public prosecution measures to joint-stock companies having more than 1000 shareholders who have not entrusted the shareholders’ registries to the specialized registrar in violation of the Decree of the President of the Russian Federation “On Measure to Ensure Shareholders’ Rights” of October 27, 1993, nr. 1769 
.

In many regions and cities were established funds for protection of investors’ and shareholders’ rights. As an example let us look at the Charter of one these funds established in the city of Obninsk. The sole founder of this fund was the Administation of the city.

The principal tasks and aims of the Fund’s activities are:

1. “1. To locate juridical persons going into liquidation or banks and commercial credit companies that have got into difficulties, to interact with them on a contractual basis to protect the city’s investors’ and shareholders’ rights.

2. To interact with federal and oblast Funds to protect investors’ and shareholders’ rights.

3. To form, accumulate and increase the Fund’s means and property to make entitlement payments to private persons damnified by banks and commercial credit companies that have their activities on the territory of the city, using means, transferred to the present Fund pursuant to its Charter.

4. To build up information database and keep records of investors and shareholders having suffered from violation of their rights by banks and commercial credit companies.

5. To build up information database and keep records of juridical persons and private entrepreneurs that violate legislation that controls activities on the financial and the stock market.

6. To keep, control and participate in realization of means and properties, to ensure its participation in control functions to secure proper conditions of keeping and realization of means and properties, assigned for restoration of rights of investors and shareholders, infringed a results of unlawful acts by banks and commercial credit companies, as well as pursuant to the aims of the Fund to ensure distribution of means received by selling the abovementioned properties and other property transferred to the Fund in accordance with the established procedure.

7. Provide assistance to liquidation commissions, banks and commercial credit companies in their activities to repay debtors debts, in cases of exposed violations in the cause of financial and economic activities that have caused losses for investors and shareholders of the city.

8. To systematically publish in the mass media of the city information on activities of the Fund and its charter tasks performance.

9. To provide control of sales of property and distributions of money means distrained according to executive proceedings
.

The fund is obliged to annually publish “a report on use of its property and provide access to study the mentioned report”. The Fund can own “land, building, constructions, structures, housing, transport means, equipment, money means in roubles and foreign currencies, securities and other property required to materially ensure the Fund’s activities listed in its Charter. The Fund can also own publishing houses, mass media that can be established or acquired at the cost of the Fund’s means in accordance with its charter objectives”. The Fund uses its means on the following principles:

1. “1. Total receipts of money means and property are distributed to all offended investors and shareholders that are registered in the database proportionally to sums of debts.

2. The Fund’s administration is entitled to take a decision to make priority repayments of debts to natural persons on their deposits/investments not exceeding the initial deposit sum of 3 minimum amounts of remuneration of labour defined in the Russian Federation that belong to certain categories of natural persons (the Great Patriotic War participants, disabled war veterans and disabled workers of the 1st group, etc).

3. It is not allowed to use more than 3% of total Fund’s assets to ensure its functioning, on administrative costs, development of its material and technical basis, transport expenses, payments for other works and services related to the Fund’s activities”
. 

It should be noted, though, that nearly all of these funds were either reorganized or liquidated lately. To give several examples, in the Altay kray the Kray Fund for protections of investors’ and shareholders’ rights was reorganized in May of 2001 into a kray state institution “The Altay Kray Fund for Protections of investors’ and shareholders’ rights”
, while in Krasnoyarsk kray the corresponding fund was liquidated in August 2001 in connection with insufficiency of its assets “to reach its objectives”
.

According to the Decree of the Head of the Republic of Mordoviya on protection of investors’ and shareholders’ rights “with the aim to implement the Decree by the President of the Russian Federation of April 26, 1995, nr. 416 “On measures to ensure investors’ interests and bringing entrepreneur activities of juridical persons performed at financial and stock markets without corresponding licenses in conformity with the legislation of the Russian Federation” and the Complex programme of measures to ensure investors’ and shareholders’ rights enacted by the Decree of the President of the Russian Federation on March 21, 1996, nr. 408, and to create a system to protect investors against abusive entrepreneurs at financial and stock markets in the Republic of Mordoviya it is ruled to establish a State commission for protections of investors’ rights at financial and stock markets of the Republic of Mordoviya
.

Pursuant to the Regulations enacted by this decree the commission is entitled “to arrange for investigations of upholding of investors’ rights in the process of activities of juridical persons at the financial and the stock markets of the Republic of Mordoviya, to summon high and other executive officials of the Republic and local governments as well as juridical persons to hearings about ensuring investors’ and shareholders’ rights, make requests about and receive required documents from executive bodies of the Republic of Mordoviya and local administrations, to send information to federal executive bodies, executive bodies of the Republic of Mordoviya and local governments for them to make decisions on applying sanctions to those banks, other lending agencies and commercial credit companies that infringe investors’ rights; to send corresponding documents to law-enforcement organs in cases when breach of laws of the Russian Federation by banks, other lending agencies and commercial credit companies is detected; to make statements to the Head of the Republic of Mordoviya on bringing to account those executive officials in the Republic that don not provide appropriate performance of their assigned responsibilities to protect the rights of investors at the financial and the stock markets of the Republic of Mordoviya
.

In Stavropol kray a Decree by the Governor is effective. His Decree envisages measures to implement the Decree of the President of the Russian Federation of September 11, 1997, nr. 1009 “On regional and local funds for protection of investors’ and shareholders’ rights” and the Decree by the President of the Russian Federation of November 18, 1995, nr. 1157 “On certain measures to protect investors’ and shareholders’ rights”
. 

In Kemerovo oblast an administrative decree is effective. It orders the joint-stock companies registered in the oblast “with the number of investors exceeding five hundred that had not entrusted prior to publishing of this decree their registers of investors and holders of securities for keeping and in custody of a specialized registrar having a license to keep registers of holders of registered securities issued by the Federal Securities Commission  to place them in custody and for keeping with specialized registrars within a month after the present decree is published”. A deadline for other companies is not given.
.

In Penza oblast there is an effective Decree which insists upon observance of provisions of the Federal Law “On Equity Market”, “On Joint-Stock Companies”, resolutions by the Federal Securities Commission , including registering of paper issues on time to provide control authorities with all required reports, etc.

In Saratov oblast there is also a requirement to entrust register keeping to licensed registrars: for joint-stock companies with the number of shareholders exceeding 500 in a month’s time without fail, with the number shareholders not exceeding 500 – recommended
.

According to the Decree by the Cabinet of the Republic of Adygeya of June 29, 1999 “On protection of investors’ and shareholders’ rights in the Republic of Adygeya”, city and municipal administrations of the Republic are obliged each quarter to provide the Ministry of State Property of the Republic of Adygeya with information about registered and liquidated joint-stock companies. “At registration of changes in the charter of a joint-stock company related to an increase (decrease) of its authorized capital stock, changes of nominal value and (or) the number of shares in case authorized capital stock remains unchanged, the following documents shall be provided: the decision on capital issue, a report on issue results registered with the Rostov regional department of the Federal Securities Commission of the Russian Federation; notification about annulment of shares (in case the number of shares is decreased) issued by the Rostov regional department of the Federal Securities Commission of the Russian Federation.

Legal normative documents similar to the abovementioned were adopted in practically all regions of Russia. Thus, one can make a conclusion that regional and municipal authorities basically do respond to new federal laws, though not always quick enough. But nevertheless, regional authorities don’t exercise a close control of execution of federal legal normative documents and those of their own. This is testified by a great number of registered infringements by joint-stock companies in their activities. 

3.2. Antimonopoly control 

The number of regional and municipal legal normative documents related to different aspects of antimonopoly control is not big, the majority of them either deals with interpretations of provisions of corresponding federal laws or contain nothing more than references to their articles. 

As a typical example one can quote two documents prepared by the Securities Commission of the Republic of Bashkortostan. The Letter of Information quotes some of provisions in the Decree by the Federal Securities Commission of September 30, 1999, nr. 7 “On the procedure of registration of affiliated persons and giving information on joint-stock companies’ affiliated persons”
. Also an earlier Explanatory Letter dealt with the same Decree of the Federal Commission
, which also contains an elucidation of the “affiliated person” notion pursuant to the text of the Law of the Russian Federation “On Competition and Restrictions on Monopolistic Activities at Markets of Goods”.

Provisions of the same Decree by the Federal Securities Commission as well as the Federal Law “On Joint-Stock Companies”, the Federal Law “On Competition and Restrictions on Monopolistic Activities at Markets of Goods”, the Federal Law “On Equity Market” and the Federal Law “On Protection of Rights and Legitimate Interests of Investors at the Equity Market” are elucidated also in the Letter of Commentary by the Regional department of the Federal Securities Commission in the Republic of Tatarstan
. 

The Central department of the Central Bank of the Russian Federation for the city of Moscow informed that “lending agencies organized as joint-stock companies that have floated issued securities by way of public subscription are obliged each quarter within 30 days since the end of the corresponding quarter provide lists of affiliated persons as of the last day of the quarter. Other lending agencies organized in the form of joint-stock companies shall annually within 30 days since the end of the financial year provide the registry authority with a list of affiliated persons as of the last day of the financial year”
.

Also effective in Moscow are the Temporary regulations for registration of activities termination by juridical persons according to which “in cases prescribed by the legislation when a juridical person terminates its activities it shall provide the registration authority with a statement issued by an antimonopoly authority”
, the same concerns also reorganizations of juridical persons in forms of annexation and amalgamation.

In Vologda oblast elucidation for provisions in the Federal Law of May 6, 1998, nr. 70-FZ “On introduction of changes and additions to the Law of the RSFSR “On Competition and Restrictions on Monopolistic Activities at Markets of Goods” was given by the Vologda regional department of the State Antimonopoly Committee of the Russian Federation
.

According to the Regulations for state registration of juridical persons and private entrepreneurs in the city of Lipetzk, at state registration of new juridical persons, introduction of changes to constituent documents or reorganization of a juridical person “a preliminary consent of the corresponding antimonopoly authority in cases envisaged in articles 17 and 18 of the Law of the Russian Federation “On Competition and Restrictions on Monopolistic Activities at Markets of Goods” or other governmental bodies” is required
. Similar wordings contain also the Regulations for the procedure of registration and liquidation of juridical persons effective in the city of Kurgan
.

In Ekaterinburg at reorganization of a juridical person in form of amalgamation or joining “a written consent of a federal antimonopoly authority is required (in cases of registration of amalgamation of proprietary organization (unions or associations), profit-making organizations established as a result of an amalgamation), if their assets holdings according to the latest balance exceed one hundred thousand minimum amounts of remuneration of labour)”, at splitting or detachment – fifty thousand minimum amounts of remuneration of labour
.

Sometimes provisions of federal laws are given more explicit explanations. For example, according to the Law adopted in the Republic of Komi in 1996, “in cases when the total book assets of incorporators of an economic society exceed 100 thousand minimum amounts of remuneration of labour or one of them is an economic subject entered into the registry of those economic subjects whose share at the market of certain goods exceeds 35%, or the future owner is a group of persons that controls activities of this given economic subject, a preliminary consent of the Komi regional department of the State committee of the Russian federation for antimonopoly policy and support of new economic structures is required to do the following:

· for a person (group of persons) to buy voting stocks (shares) in the authorized capital stock of an economic society, which gives this person (group of persons) the right to manage more than 20% of the mentioned stocks (shares). The above requirement does not concern incorporates of economic societies at their foundation;

· for one economic subject (a group of persons) to acquire or get in use basic production assets or intangible assets of another economic subject if the book value of the property in transaction exceeds 10% of the book value of production and intangible assets of the economic subject that sells them;

· for a person (group of person) to gain rights that allow to define conditions for business activities of an economic subject or perform its managerial functions.

The Komi regional department of the State committee of the Russian federation for antimonopoly policy and support of new economic structures shall be informed in accordance with the current legislation in a notification by incorporators (one of incorporators) within 15 days since the date of the state registration (introduction of changes to the state registry) about establishment of proprietary organizations in case the total value of the incorporators’ assets exceeds 100 thousand minimum amounts of remuneration of labour”. 

The Komi regional department of the State committee of the Russian federation for antimonopoly policy and support of new economic structures shall be informed in a notification by incorporators (one of incorporators) within 15 days since the date of amalgamation or joining (introduction of changes to the state registry) of proprietary organizations in case their book value of total assets exceeds 50 thousand minimum amounts of remuneration of labour”
.

These provisions are almost literal quotations from the Regulations for state registration of juridical persons and private entrepreneurs in the city of Ulan-Ude
, as well as form the Instructions effective in the city of Astrakhan
.

Almost as the only local initiative remains a draft law worked out by the legislative assembly of Krasnodar kray, which contains among other things the following paragraph: “should an enterprise having as an affiliated persons its own incorporator (or incorporators) have arrears of obligatory payments, information about that shall be given to rating authorities for them to take a decision on investigation of the financial and economic activity in the last three years with the aim to reveal reasons that led to these arrears
. In the explanatory note to the draft law it is said that «this is necessary to control activities of enterprises having arrears of payments that have affiliated persons, who are incorporators of new enterprises, so that check-ups of financial and economic activities can be arranged when applications for registration of new enterprises are handed in” to avoid possible misuse in bankruptcy proceedings. 

As for financial and industrial groups and holdings, the majority of legal documents in legislative bases of regions deal only with concrete financial and industrial groups. For example, the Administrative Decree of Voronezh oblast concerns establishing on the basis of the financial and industrial group “Soyuzagroprom” of joint-stock company “Soyuzagroprom” with the controlling interest in state property
. In the explanatory note enclosed to the 1998 report of the St. Petersburg regional department of the Ministry of Antimonopoly Policy the activities of the City Bank of St. Petersburg are viewed with respect to the fact that the bank is a co-incorporator of the “St. Petersburg fuel company” holding, and it is stated that “a new system of relations between the bank and its clients is being developed, namely “a bank-enterprise”, which is opposite to the existing one at the level of corporative closed banks”; also discussed is the establishment of the ZAO “Bankers’ House (Bankirsky Dom)” holding on the basis of three banks that had invested their respective share holdings
.

There are very few exceptions, and all of them were adopted in the beginning of the 90s. For example, the Decree by the Government of Moscow dealing with the concept of financial and industrial groups formation
, was adopted in 1994. It ensured implementation on the territory of the city of the Decree of the President of the Russian Federation of December 5, 1993, nr. 2096 “On Formation of Financial and Industrial Groups in the Russian Federation” and the Decree of the Government of the Russian Federation of August, 25, 1993, nr. 1536-R “On Establishment of Inter-departmental Commission to Promote Organization of Joint-Stock Industrial Companies and Financial and Industrial Groups”. The document contains a legal basis for financial and industrial groups, their aims and objectives, formation principles, etc, as well as forms of economic partnership of governmental bodies of Moscow in formation of financial and industrial groups, types of tax allowances and method to promote them. 

In the Republic of Tatarstan in the same year of 1994 there were adopted Temporary regulations for holdings. It is said in the document that it will remain effective until “a new specialized legislation of the Republic of Tatarstan on holding companies is adopted” (such a legal normative document has not been adopted, yet), and it is valid for all companies “whose state property share in total assets at the moment the holding company is established exceeds 25%”.

The document defines aims for establishing holdings (including the aim of “keeping state control of the most important branches of economy of the Republic of Tatarstan” and “gradual reduction of the role of the state in managing the economy and decrease of state-owned property in privatised enterprises”), it gives basic definitions, grounds and conditions for establishing holdings (e.g. holding companies can be established “when big enterprises are being restructured and some of their departments are singled out as legally independent daughter enterprises”, as well as “when share holdings of legally independent enterprises are being united”), it defines requirements to published accounts, as well as restrictions on establishing holdings (for example, “establishing a holding company is not allowed when this can lead to monopolization of production of certain types of goods also with respect to the common economic zone of the Russian Federation), etc.

Territorial departments of the Ministry for antimonopoly policy of the Russian Federation exist in practically all of regions of Russia (in certain cases one territorial department works for two subjects of the Federation simultaneously, for example, in Tyumen and Kurgan oblasts, Volgograd oblast and the Republic of Kalmykia, Moscow and Moscow oblast and others, this being an exception to the rule), but even in spite of this, antimonopoly control at the level of regions is still scanty. 

An evidence of this, in particular, is the small number of regional legal normative documents on these issues, as well as subject-matters of these documents. Many regions’ legislations completely lack legal normative documents on issues of antimonopoly control. In those subjects of the Federation where corresponding documents work, they contain however actually nothing but wordings from federal laws giving more often than not no comment on them. Most underdeveloped is the legislation on financial and industrial groups, holdings and big corporations. With the exception of the two abovementioned documents (both issued in 1994) the legislative base contains nothing more. 

Moreover, antimonopoly control in regions often contradicts the federal legislation. In this way, in 1998 in St. Petersburg there were detected features of infractions of the antimonopoly legislation of the Russian Federation in a whole series of documents (including three Decrees by the Governor), as well as in many actions by the administration. All in all investigations of executive authorities’ malpractice in 1998 were started on the basis of “25 applications (including 13 cases of unjustified impediments to perform economic activities), there were started 12 prosecutions, 8 injunction were delivered prescribing to stop the malpractice”
. 

Due to this one can make a conclusion that a feeble regional legislation on the issues of antimonopoly control is not at all caused by an active use of federal laws in subject of the Federation, but a weak interest of local authorities to the questions of antimonopoly policy.

3.3. Some conclusions

It is evident that different spheres of corporative legislation are represented in legislatives of regions by legal normative documents of different quality. They differ only in their quantity, but also in quality, depending on the variety of issues and problems that the documents deal with. 

The highest emphasis in regions is placed on different aspects of state participation in economic societies, less developed are legal norms related to issues of shareholders’ rights protection and bankruptcy proceedings, while problems of antimonoly control are practically not attended to. 

The high priority of issues of state participation in economic societies is confirmed not only but a large number of corresponding legal normative documents and the variety of their issues, but also by the fact that in preparation of exactly this group of documents legislative bodies played a rather active part. In return, documents of other groups were worked out by exclusively executive bodies. 
Corporative legislation is developed to a varied degree in different regions. Among the subjects of the Federation that focus their attention on these issues one should name first of all the Republic of Tatarstan, the Republic of Bashkortostan, the Altay Republic, Moscow, Moscow oblast, St. Petersburg. On can conjecture that authorities of these regions strive for a highest possible control of enterprises and business activities. 

On the other hand in the republics of Northern Caucasia as well as in a number of oblasts of Central Russia (including Belgorod, Oryol, Kursk, and other oblasts) corporative legislation is totally undeveloped, which can testify to the effect that regional authorities leave these issues unattended. 

Moreover, there is an evident relation between the development degree of corporative legislation in a certain region and that of its municipalities. As examples of this one can name Bashkortostan and its capital Ufa, Rostov oblast and the city of Rostov-on-Don, Yakutiya and the city of Yakutsk, Buryatiya and its Ulan-Ude. The only exceptions here are Tatarstan and the Altay Republic. As for the first one, one can assume that authorities of this subject of the Federation strive for the highest possible control of all spheres of the corporative law, including those that usually are under the jurisdiction of municipal officials. As for Altay, it is as simple as that: the number of economic societies working on its territory is negligible and there is no need in a developed municipal legislation. 

Making an analysis of regions’ legislations
 we didn’t find any direct contradictions to the federal corporative legislation. Nevertheless, the analysis gives the impression that authorities of subjects of the Federation easily evade its provisions when this is needed, just by reacting too slowly to new federal laws. For example, the Federal Law “On Joint-Stock Companies” was passed in December of 1995. In some regions legal normative documents that deal with its provisions were enacted already in the spring of 1996, and later in several others (for example, in Moscow – in September of 1997, in Tyumen – in 2000), while many subjects of the Federation still have not adopted corresponding documents. 

Approximately the same situation is typical of legal normative documents dealing with protection of shareholders’ and investors’ rights. The Federal Law “On Protection of Rights and Legitimate Interests of Investors at the Equity Market” was passed in March of 1999, but the majority of regional normative documents dealing with this aspect of the corporate law were adopted in 1998, which means that their adoption was a response to the presidential Decree “On Measures to Ensure Shareholders’ Rights” signed as far back as in 1993. In a certain sense one can speak of inactivity in regional lawmaking. 

In the same context one can view the policy currently pursued by the federal centre to unify regional legislations (as a matter of fact, to bring them to conformity with the Constitution of the Russian Federation and federal legislation). Regions’ response to this aspect of the federal centre’s policy undoubtedly varies, though the tendency to demonstrate their loyalty to the federal government is present. Let us have a look at just two examples.

On the one hand many regional officials were bound to give an adequate response to the requirement of the federal centre about unification of federal and local laws. For example, President M. Shaimiyev of Tatarstan in the spring of 2001 reversed the moratorium on sales of shares of 21 enterprises that had been valid for 9 years and was of strategic importance for the economy of Tatarstan. This prohibition was related to a special privatisation procedure in the republic, when vouchers were supplemented with “individual privatisation deposits” for the population of Tatarstan, which could be exchanged for shares of local enterprises. Simultaneously there was imposed a prohibition for alienation of shares bought by employees of enterprises using local vouchers. Nevertheless this unification of 2001 was quite formal, as far as de facto the prohibition could easily be evaded (through an agency contract with an authorized body of the republic, issuers’ special partnerships and using different “shadow” schemes). As a justification to cancel the moratorium used by the securities commission of the republic was the need to remove inequality in rights of owners of shares of the same issue, which, anyway, had been evident from the very beginning. 

On the other hand regional authorities (as well as a number of big private groups, which is often the same) were quite negative to the property expansion of the federal centre and its aspiration for establishing control of key financial flows. A glaring example of that is the reaction of ex-president of Yakutiya M. Nikolayev to the federal centre’s attempts to establish a property and financial control of ZAO “ALROSA”, Russia’s monopolist in diamonds.

At present shares in the joint stock of “ALROSA” are distributed in the following way: 32% belong to the Russian Federation, 32% to Yakutiya, 23% to employees, 8% to administrations of uluses (municipalities), 5% to the Fund for social guarantees to armed forces personnel under the Government of the Russian Federation. According to our information, the centre planned to increase its share in “ALROSA” making it a majority holding and to transfer lease receipts from the local to the federal budget (among other things, by a transfer of assets of the former NPO “Yakutalmaz” to federal property with the aim to lease them later on behalf of the federal centre, and not by Yakutiya). In answer to that Yakutiya planned to transfer share holdings belonging to the republic (including share holdings in ALROSA) to asset management by the “Sakhainvest” fund (with a formal number of shareholders of about 200 000), which in aggregate would have made the federal expansion more difficult. After the December 2001 elections in Yakutiya this plan will hardly stand, especially because M. Nikolayev was superseded by an ex-president of ALROSA, V. Shtyrov, who was quite loyal to the plans of the centre. 

In its turn, the federal centre intervenes with regional property collisions through President’s representatives in federal super-regions. For example, in January of 2001 the President’s representative in the Uralsky super-region, having established the fact that the state property in the subjects of the Federation in the Uralsky super-region is administered poorly and 50% of state-owned enterprises in the super-region were unprofitable, suggested a considerable reduction of property rights that belong to regional administrations. He suggested, in particular, to take territorial functions of the Ministry of State Property away from regional executive authorities, introduce more stringent requirements to state representatives in joint-stock companies, introduce legal norms about withdrawal of “superfluous” immovable property from day-to-day management, establish an institution for professional asset management of state share holdings, replace representatives of regional administration in registers by representatives of the Ministry of State Property.

Already by July 2001 the proposals had become even more radical, than before. In particular, to effect a reconciliation of the conflict about joint-stock companies “Karabashsky medeplavilny kombinat (brass works)” and ZAO “Karabashmed’” the President’s representative office in the Uralsky super-region suggested to transfer a part of shares of the ZAO to government property. 

It is quite possible that a more detailed analysis of documents relating to concrete enterprises and companies (including decisions by arbitration tribunals) would uncover a considerable number of violations of federal legislation. This thought is indirectly supported by reports of authorities and arbitration tribunals filed in regional legislative archives that registered a great number of violations of Russian laws and by-laws. For example, in 1998 in St. Petersburg indications of violation of the antimonopoly law of the Russian Federation were present in a whole series of documents worked out by local government bodies (including three Decrees by the Governor), as well as in many activities of the administration (all in all cases of malpractice by executive bodies in 1998 were studied based upon 25 applications)
. 

One can make a supposition that law-making activities of regional authorities directly depend on the activity of territorial departments of federal ministries on their respective territories. This is testified by the fact that among reviewed legal normative documents there were not found documents worked out by territorial departments of the Ministry for Antimonopoly Policy (in contrast to documents prepared, for example, by tax administrations or the Federal Securities Commission bodies), while it’s namely these aspects of corporative law that are the least developed in regions. 

Namely because of this federal authorities should place a higher emphasis on corporative legislation in regions (in addition to their requirements for unification), which, no doubt, needs a serious revision.

� See the Decree of the Head of Administration of Khabarovsk kray of June 10, 1996, nr. 269 “On Particular Features in the Legal Status of Joint-Stock Companies Established in the Process of Privatization on the Territory of Khabarovsk kray in Connection with Enactment of the Federal Law “On Joint-Stock Enterprises”


� Ibidem


� Letter of the State Tax Authority in the city of Moscow of September 19, 1997, nr. 13-06/23149 “On bringing constituent documents of joint-stock companies in conformity with the Federal Law «On Joint-Stock Companies”


� Letter of Interpretations by the tax authority in Vologda oblast of May 21, 1996 “On special features in establishing joint-stock companies”. 


� Letter of the Chief Department for the city of Moscow of the Central Bank of the Russian Federation of February 21, 1996, nr. 28-1-7/150 


� Order of the pharmacy committee of Moscow government of July 21, 1997, nr. 97 “On measures to implement the Federal Law “On Joint-Stock Companies” 


� Kirov oblast administration order of April 15, 1996, nr. 481 “On bringing constituent documents of joint-stock companies in conformity with the Federal Law “On Joint-Stock Companies”
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� Decree by the administration of the city of Rostov-on-Don of February 27, 1996, nr. 286 “On measures to ensure implementation of the law of the Russian Federation “On Joint-Stock Companies” 


� At present corresponding regional legal documents are either not available or lacking. 
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� Decree by the Head of the city of Ekaterinburg of June 30, 1999, nr. 614 “On the results of bringing constituent documents in conformity with the legislation” 


� Decree by Moscow Government of November 11, 1997, nr. 791 “On changing the procedure for registration of joint-stock companies in the city of Moscow” 


� Decree by the Government of the Republic of Sakha (Yakutiya) of October 15, 1997, nr. 1328 “On protection of investors’ rights” 


� Letter of Instructions on the state registration procedure for juridical persons, enacted by the order of the chairman of the Registry Chamber for Moscow oblast on April 22, 1999, nr. 19Pr 


� Decree by the State Assembly of the Republic of Mordoviya of May 19, 1995, nr. 156-I “On measures to ensure observance of the current legislation on joint-stock companies” 


� The Charter of the Fund for protection of investors’ and shareholders' rights adopted by the Decision of the City Assembly of Obninsk on September 27, 1996, nr. 10-10
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� Decree by the Altay kray Administration of May 21, 2001, nr. 316 “On reorganization of the kray fund for protection of investors’ and shareholders’ rights into kray state institution “The Altay Kray Fund for protection of investors’ and shareholders’ rights” 


� Decree by Krasnoyarsk kray Administration of August 17, 2001, nr. 583-P “On liquidations of Krasnoyarks regional public and state fund for protection of investors’ and shareholders’ rights”


� Decree by the Head of the Republic of Mordoviya of March 23, 1998, nr. 66 “On certain measures to protect rights of investors and shareholders” 


� Regulations for “The state commission for protection of the rights of investors at the financial and the stock markets of the Republic of Mordoviya”, enacted by the Decree of the Head of the Republic of Mordoviya of March 23, 1998, nr. 66 


� Decree by the Governor of Stavropol kray of April 23, 1998, nr. 256-r “On measures to protect investors’ and shareholders’ rights in Stavropol kray” 


� Decree by the Administration of Kemerovo oblast of August 1, 1997, nr. 666-r “On transfer of the procedure of keeping registers of holders of securities by joint-stock companies to specialized registrars on the territory of the oblast”


� Decree by the Administration of Penza oblast of May 25, 1998, nr. 594 “On measures to observe the legislation that controls securities issues by joint-stock companies”


� Decree by the Governor of Saratov oblast of September 18, 1996, nr. 31 “On keeping registers of joint-stock companies”


� Notification by the Securities commission of the Republic of Bashkortostan of February 6, 2001


� Explanatory Letter by the Securities commission of the Republic of Bashkortostan of March 10, 2000 “On the procedure to register affiliated persons and provide information about affiliated persons of joint-stock companies


� “Information Disclosure in form of a list of affiliated persons”, Commentary by the Regional department of the Federal Securities Commission in the Republic of Tatarstan of January 25, 2001 registered in the Ministry of Justice of the Republic of Tatarstan on December 7, 1999 as nr. 46


� Letter of the Central department for the City of Moscow of the Central Bank of the Russian Federation of October 26, 2000, nr. 28-4-18/516 “Elucidation on the issue of giving information about affiliated persons of lending agencies organized in the form of joint-stock companies” 


� “Temporary regulations on the procedure of registration of activities termination by juridical persons registered in Moscow, and unified registration of information about transition of rights and liabilities by way of succession”, enclosure to the Decree of the Government of Moscow of August 25, 1998, nr. 666


� “New feature in the legislation on affiliated persons”, letter of elucidation by the Vologda regional department of the State Antimonopoly Committee of June 16, 1998


� “Regulations for state registration of juridical persons and private entrepreneurs on the territory of the city of Lipetzk” adopted by the City Council of deputies of Lipetzk on Appril 11, 2000 (enacted by decisions of the City Council of deputies of Lipetzk on April 17, 2001, nr. 33)


� “Regulations for the procedure of reorganization and liquidation of juridical persons on the territory of the city of Kurgan”, an enclosure to the Decree of the Administration of the city of Kurgan of December 9, 1997, nr. 95 (enacted by Administrative decree of the city of Kurgan nr. 10 on March 1, 1999)


� Letter of Instructions “On the procedure of liquidation and reorganization of juridical persons on the territory of the city of Ekaterinburg”, an enclosure to the order of March 24, 2000, nr. 182


� The Law of the Republic of Komi “On introduction of changes and additions to the Law of the Republic of Komi “On attracting investments to the economy of the Republic of Komi” adopted by the Council of State of the Republic of Komi on March 14, 1996


� “Regulations for state registration of juridical persons and private entrepreneurs” adopted by the session of the City Council of deputies of Ulan-Ude on May 27, 1999, nr. 397-47


� “Instructions about the unified procedure of state registration and registration of termination of economic subjects’ activities in the city of Astrakhan”, an enclosure to the Administrative Decree of the city of September 8, 1995, nr. 2171 (enacted by Decree of February 28, 1997, nr. 629)


� Draft Federal Law “On Introduction of Changes and Additions to the Law of the RSFSR “On Enterprises and Private Business”, an enclosure to the Decree of the Legislative Assembly of Krasnodar kray of February 29, 2000, nr. 442-P


� Decree by the Administration of Voronezh oblast of May 15, 2000, nr. 437 “On measures to promote state control of activities of the agroindustrial complex of the oblast and maintenance supplies”


�, Explanatory note to the 1998 report of the St. Petersburg regional department of the Ministry of Antimonopoly Policy and Support of Business, enclosure to the information from the Antimonopoly territorial department of St. Petersburg of January 15, 1999, nr. OB-99


� Decree by the Government of Moscow of June 14, 194, nr. 488 “On basic principles of approach to the concept of formation of financial and industrial groups in the city of Moscow”


� Temporary regulations for holding companies established in the process of privatisation of state-owned and municipal enterprises in the Republic of Tatarstan, enacted by the Decree of the Cabinet of the Republic of Tatarstan on October 4, 1994, nr. 478


� Explanatory note to the report by the St. Petersburg territorial department of the Ministry for antimonopoly policy and support for business of January 15, 1999, nr. OB-99


� Documents that had become invalid were not taken into account, as well as invalid variants of documents.


� Explanatory note to the 1998 report of the St. Petersburg regional department of the Ministry of Antimonopoly Policy and Support for Business, enclosure to the information from Antimonopoly territorial department of St. Petersburg of January 15, 1999, nr. OB-99
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