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Abstract: This article is devoted to clarifying the theoretical-scientific basis of the concept of
large package shares of joint-stock companies and the comparative legal analysis of national and
foreign legislation. In this work, the concept of large block shares, the issues of protecting the
interests of shareholders in the purchase of large block shares are discussed. Also, the
importance of large block shares in society, measures to protect the rights of minority
shareholders in the procurement process, the reasons for adopting a special procedure for
purchasing this type of shares, and the relationship between large block shares and corporate
control are studied.
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Today, corporate disputes arise in joint-stock companies on various grounds. Among these,
buying large blocks of shares and protecting the interests of shareholders in the process is one of
the least analyzed institutions. In accordance with the current provisions of the joint stock law, a
special procedure for the purchase of a large share package is used in open joint stock companies
whose shares are freely traded on the stock market®. This procedure is important because the
legal entity is formed from the shares of many individuals and large block shares lead to the
acquisition of corporate control in society. For example, a change in corporate control may affect
the interests of many members of a joint-stock company, including minority shareholders.

According to the Law of the Republic of Uzbekistan "On the Securities Market", a share is the
right to receive part of the profit of the joint-stock company in the form of dividends, to
participate in the management of the joint-stock company, and to receive a part of the property
remaining after its liquidation. Issuable security with the owner's name written on it, with an
unspecified validity period, confirming the right to According to this law, shares are issued in the
Republic of Uzbekistan without documents?. According to its legal nature, undocumented shares
are a set of property and non-property rights owned by the shareholder and recorded in the
register of shareholders®.
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A share is a security confirming the corporate rights of its owner to a joint-stock company, the
most important of which is the right to participate in the management of the company and
receive income from the invested capital®.

It follows from the content of legal documents that the action:

» Securities;

» A set of shares;

» A document confirming the shareholder's corporate rights to the company;
> Share in the charter capital®.

Shares can be issued only by joint-stock companies. Business companies, limited liability and
additional liability companies, cooperatives have no right to issue shares. As a result of issuing
and placing shares, the company's charter fund is formed®. Thus, as a security, a share confirms
not only the shareholder's property rights, but also organizational and management rights. That
is, the right to participate in the management of the joint-stock company, the right to receive
information about the activities of the joint-stock company. However, the share does not give its
owner any ownership rights to the property of the joint-stock company, or to a part of it, because
all the property is the property of the joint-stock company, and the share is considered a property
right’.

The peculiarity of shares as a security is that the range of rights of the shareholder is proportional
to the number of shares owned by him, and this amount causes the change of rights of the
shareh%Ider. In particular, large-scale shares lead to the emergence of corporate control in
society".

According to the amount of rights arising as a result of shares, shares are divided into ordinary
and preferred shares. Shareholder relations in the Republic of Uzbekistan are regulated on the
basis of the normative legal document of the Republic of Uzbekistan "On the protection of the
interests of the joint-stock company and shareholders™ adopted in a new version on 06.05.2014
with the National Law No. 370°. According to this law, the person who became the owner of 50
% or more of the shares of the company, if he did not own the shares of this company before or
owned less than 50% of the shares, he shall transfer the shares to the owners of the remaining
shares at their market value. must announce its sales offer within 30 days. If the shareholder's
written consent to sell his shares is received within 30 days from the date of announcement, the
owner of 50 percent or more of the company's shares must purchase these shares. So, from this
norm, we can come to the conclusion that, according to the current legislation of the Republic of
Uzbekistan, large-package shares mean the part of shares that is more than 50%, regardless of
whether they are ordinary or preferred shares (Article 40, Clause 4)*°. In the legislation of other
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countries, in particular in Russia, this amount is 30 percent™. In developed countries, the specific
amount of a large package share is not determined, the amount of a "large package share™ varies
depending on the concentration of such shares and the complexity of the society's structure'?,

In the shareholding law, the concept of large block shares and the existence of a separate
mechanism for the purchase of large block shares are of great importance. Consequently, the
concept of large block shares is closely related to the concept of corporate control. Corporate
control is interpreted differently in different schools of law. For example, in continental law,
control is considered as an inspection, while in common law countries, corporate control is
considered as control over the corporation. According to the common law doctrine, corporate
control is considered as the result of the distribution of power, positions and opportunities
between the subjects of the corporate relationship®®. Corporate control not only means the
concentration of a large package of shares in the hands of one or a group of shareholders, but
also the decisive influence of this shareholder(s) on the long-term goals and programs, strategies
and policies of the society. According to D. Stepanov, corporate control is evident in the
following two ways:

» Formation of bodies of a legal entity: formation and management of management, board of
directors, council;

> Ability to influence the disposal of property belonging to society™.

From the above, we can conclude that the importance of large block shares is that such shares are
collected under the ownership of one person, which can affect the interests of not only minority
shareholders, but also members of the company's management bodies™. Therefore, in order to
prevent corporate control, the term *"'large block shares™ and the mechanism of 'sale of large
block shares' were introduced*®.

It has been repeatedly noted in the literature of corporate law that there are two main models of
legal regimes for the purchase of large stakes in world practice’’: American and European
(British)'®. The Thirteenth Directive of the European Union of April 21, 2004 (Directive
2004/25/EC of the European Parliament and of the Council of April 21, 2004 on takeover bids)
is considered the main regulatory document in the European (or British) model of the purchase
of large blocks of shares™.
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The main purpose of the directive is to:

1. Obligation to send a share purchase offer to the minority shareholders who have acquired a
share of shares giving the right to manage in the company;

Giving minority shareholders the opportunity to sell their shares at a reasonable price;

3. There should be no pressure from a major shareholder during the decision-making process of
shareholders to sell their shares;

4. Protection of the interests of minority shareholders who did not accept the public offer.
The EU Directive 2004/25 is based on the following main provisions:

» mandatory offer rule;

non-interference rule by the company's board of directors;

disclosure rules;

>
>
» minority shareholder exclusion rule;

» a put clause that gives minority shareholders the right to demand that the controlling
shareholder buy back their shares.

The same basic rules regulate the purchase of large share packages in the Republic of
Uzbekistan. Therefore, it can be reasonably argued that the legislation of Uzbekistan follows the
European approach®. Therefore, according to our legislation, a shareholder who has purchased a
large package of shares must offer other shareholders to sell their shares at market value, and if
the shareholders accept this offer, they must buy their shares.

It is known that the purchase of large blocks of shares leads to a change of management in the
company. For example, according to our legislation, large shareholders have a number of rights,
and as a result of these powers, they have a decisive vote in the enterprise. In particular, in
accordance with Article 68 , the general meeting of shareholders is authorized (has a quorum) if
the shareholders (their representatives) who have a total of more than fifty percent of the votes of
their voting shares are registered. It can be concluded that the owner of 50+ shares is decisive for
the general meeting of shareholders to be considered authorized®.. Therefore, the introduction of
the norm on sending an offer into the legislation was carried out primarily in order to protect the
interests of minority shareholders and to protect them from the pressure of large shareholders.

Of the Central Depository of Securities, the state owns 82% of the total number of shares in the
Republic of Uzbekistan, and 8.3% is disposed of by other shareholders. It can be seen that joint
stock companies in our country are not as highly concentrated as in developed countries. The
form of joint-stock company is still in the process of development. However, according to the
reforms of recent years, large-scale privatization is taking place, and it is today's task to further
improve the provisions of our legislation on the purchase of large packages of shares and further
optimize the interests of shareholders and society.

the fourth paragraph of Article 40 of the Law "On Protection of Joint-Stock Companies and
Shareholders' Interests™”, a person who becomes the owner of 50% or more of the company's
shares shall send an offer to sell shares to other shareholders. We have seen above that this
requirement applies to owners of 30 percent or more shares in Russian legislation . In our
opinion, the 50 percent limit established by our legislation cannot adequately protect the interests
of minority shareholders. For example, 30 percent or more of the shares may allow to influence
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the establishment of control in the company. For this reason, we should reduce the size of the
large package shares in the above norm.

In short, this institute is considered a new field in the legislation of our country. As suggested
above, by introducing a number of changes and new concepts to our legislation, it is possible to
minimize the conflict of interests of shareholders and effectively protect the rights of minority
shareholders and society in the process of purchasing large blocks of shares.
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