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CORPORATE AGREEMENT: SHAREHOLDERS’ AGREEMENT UNDER RUSSIAN LAW 

A shareholders’ agreement is a useful tool for the contractual regulation of relations between 

shareholders of companies which allows for:  

 redistributing the rights of shareholders in the domain of corporate governance, 

regardless of the number of votes that a particular shareholder is granted under the law 

based on the number of shares owned by said shareholder;  

 increasing the liquidity of shares of non-public companies by granting to shareholders 

additional rights to dispose of their shares under certain circumstances and by 

establishing corresponding obligations of other shareholders for the acquisition of such 

shares;  

 providing for the undertakings of shareholders related to the promotion of business 

development, competitiveness and the economic security of a company that cannot be 

established by the articles of association and internal documents of the company;  

 stipulating mechanisms for settling disputes among shareholders out of court or through 

arbitration. 

The concept of a shareholders’ agreement (as applicable to joint stock companies) and an 

agreement on the exercise of participants' rights (with respect to limited liability companies) was 

first enshrined in Russian law in mid-2009. Prior to these legislative amendments, Russian 

investors and their foreign counterparts chose (and still often choose) the law of England and 

Wales or the law of the country of incorporation of a foreign investor to regulate their relations 

within joint ventures. However, following the resonant judgements of Russian courts in 2006 

that rendered invalid shareholders’ agreements governed by foreign law due to the fact that 

their provisions violated the imperative rules of Russian civil and corporate law ('Megafon' JSC 

and 'Russkiy Standart Strakhovaniye' JSC cases), the enforcement of such agreements in 

Russia became doubtful. Along with tax incentives provided by double taxation agreements 

between Russia and a number of countries, the judgement was one of the reasons for 

establishing multilevel holding structures that allow for entering into shareholders’ agreements 

under English (or another foreign) law at the level of companies established in foreign 

jurisdictions, such as the Republic of Cyprus.  

Upon entry into force on 1 January 2015 of the Federal Law dated 24 November 2014 No. 376 

FZ, On the Introduction of Amendments to the First and Second Parts of the Tax Code of the 

Russian Federation (in terms of taxation of profits of state controlled foreign companies and 

income of foreign companies)  (so-called "deoffshorisation law")  corporate agreements entered 

into at the level of Russian companies (and not foreign companies established in offshore 

jurisdictions)are becoming more relevant. 

The Federal Law dated 5 May 2014 No. 99-FZ, effective from 1 September 2014, included 

Article 67.2, as well as a number of other provisions in the Civil Code of the Russian Federation 

that establish the concept, object, scope and consequences of breaching a corporate 

agreement (including economic partnerships and companies). Moreover, at present, draft 

Federal Laws on amending the Federal Law On Joint Stock Companies  (the JSC Law) and 

the Federal Law On Limited Liability Companies  (the LLC Law) are being developed in order 

to bring them in line with the amended Civil Code. 
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The answers to some frequently asked questions in connection with corporate agreements 

under Russian law are provided below.  

1. Who may be the parties to a corporate agreement?  

Parties to a corporate agreement may be all or some of the shareholders of the company.  

There is no express prohibition on entering into several corporate agreements between different 

groups of shareholders as well as on the same shareholder being a party to several corporate 

agreements.  

It needs to be noted however that a corporate agreement between only some of the 

shareholders is binding for them only as it is provided for by Article 67.2, clause 5 of the Civil 

Code.   

A "quasi-corporate" agreement may be entered into between shareholders and creditors of the 

company and other third parties that may provide for obligations of the shareholders to exercise 

their corporate rights in a certain way or to abstain from doing so, but in favour of the respective 

third parties (such as ultimate beneficiaries or holding companies). However, it should be noted 

that such third parties who acquire under a corporate agreement the effective rights to 

determine the actions of the company incur fiduciary duties and may be held liable for damages 

sustained by the company on their part. 

The Civil Code does not regulate the issue whether the company itself can be a party to a 

corporate agreement. It is obviously impossible when a corporate agreement is at the same 

time an agreement concerning the establishment of the company, since the company does not 

exist by the date of the agreement. However, the performance of certain undertakings by 

shareholders may be difficult without the assistance or cooperation of the company represented 

by its chief executive officer.  

Participation of the company in the shareholders' agreement is provided for by the Bill on 

Amending the JSC Law; moreover, under such an agreement, a non-public company may both 

acquire rights and incur obligations to the other parties, while a public company may only 

acquire rights. Likewise, the right of an LLC to be a party to a corporate agreement and to 

acquire rights and incur obligations to the other parties is specified by the Bill on Amending the 

LLC Law.  

If a company shareholder disposes of its share or otherwise loses its status as a shareholder, its 

status of a corporate agreement party is likewise terminated. At the same time, in the event of 

termination of the title to the shares of a party to a corporate agreement such agreement 

remains in force for other parties (unless otherwise is provided for by the corporate agreement 

itself). 

2. What rights and obligations may be provided for by a corporate agreement?  

 

Under a corporate agreement the shareholders of the company may undertake to exercise their 

corporate rights in a certain manner or withhold (refuse) from exercising such rights, in 

particular: 

 to vote in a certain way at the general meeting of shareholders; 

 to perform in an agreed manner other activities related to the management of the 

company;  

 to acquire or dispose of shares at a pre-determined price and/or upon occurrence of a 

certain event; or 
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 to abstain from the disposing of shares until the occurrence of a certain event.  

A corporate agreement, however, may not:  
- bind the shareholders to vote in accordance with the instructions of the company's 

management bodies; and  
- determine the structure of the company's bodies and their competence.  

 
(The respective terms and conditions will be deemed null and void.) 
 
Shareholders of non-public companies (including LLCs and JSCs, whose shares and securities 

convertible into shares are not placed by public subscription and whose name and charter do 

not contain an indication that a company is public) enjoy considerable freedom in terms of the 

contractual regulation of their relations. 

Firstly, a corporate agreement of a non-public company may provide for the obligations of the 

parties thereto to vote at the general meeting of shareholders that provisions altering the 

structure of the company's bodies and their competence be included in the company’s charter to 

the extent that changes in the structure of the company's bodies and their competence are 

permitted under the Civil Code, the LLC Law or JSC Law, respectively. 

Secondly, provided that a corporate agreement is entered into by and between all the 

shareholders of a non-public company, such an agreement may include provisions apart from 

those that must be included mandatorily in the articles of association under the laws. 

Accordingly, a corporate agreement may supplement the articles of association on the issues 

provided for by dispositive rules of law.  

A corporate agreement of a non-public company may establish, inter alia: 

 the procedures for convening, preparing and holding general meetings by shareholders of 

an LLC(provided that they do not deprive the shareholders of the right to participate in the 

general meeting of the company and to receive information thereon); 

 the procedural requirements for the formation and for holding meetings by the collective 

management body or collective executive body of either an LLC or JSC; 

 a maximum amount of the participatory interest of a shareholder in the LLC's charter capital;  

 restrictions regarding the number, nominal value of shares or maximum number of shares 

owned by a shareholder of a non-public JSC. 

Thirdly, in non-public companies shareholders may stipulate in the charter (articles of 

association)and a corporate agreement the scope of the rights of the shareholders not in 

proportion to the amounts of their interests in the charter capital (i.e. a shareholder holding 20% 

shares may be granted 40% of the votes at the general meeting and/or the right to receive 40% 

of the net profit of the company being distributed among the shareholders as dividends). 

Information concerning such an agreement and the scope of rights provided thereby should be 

entered into the Unified State Register of Legal Entities. 

The bill on amending the JSC Law' allows for including in the shareholders' agreement of a non-

public company entered into by all shareholders the following provisions as well: 

 the procedure for taking decisions by the board of directors (supervisory board) and                       

the executive bodies (subject to notification of the company in question and the relevant 

bodies regarding the content of such provisions); 
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 the disproportionate scope of powers of the shareholders (different scope of powers in 

relation to the various issues concerning the competence of the general meeting of 

shareholders). 

Similar provisions are contained in the bill on amending the LLC Law.  

In addition, under these bills, it may become be possible to provide in a corporate agreement of 

either a public or a non-public company the obligations of shareholders to vote upon the 

instructions of third parties (e.g., the management bodies or ultimate beneficiaries).  

 

3. In which form of a corporate agreement may be entered and are there any 

disclosure or registration requirements? 

A corporate agreement must be made in writing as a single document to be signed by the 

parties. Therefore, it is not possible to execute such an agreement by the exchange of 

documents by mail, telegraph, teletype, telephone, electronic or other means of communication.  

The parties to a corporate agreement of either a non-public or a public company are obliged to 

notify the company upon entering into such an agreement. If as the result of a failure to perform 

this obligation by the parties third parties sustain damages (e.g., if a sale and purchase 

transaction entered into by a shareholder in breach of restrictions established by a corporate 

agreement is subsequently rendered invalid upon a claim of the other shareholders), the former 

shall be obliged to compensate for such damages.  

Shareholders of a non-public company are not obliged to disclose the content of a corporate 

agreement and, unless otherwise is provided for by the law, such information is deemed 

confidential.  

Information about the corporate agreement entered into by shareholders of a public joint-stock 

company must be disclosed according to the procedure and on the terms stipulated by the JSC 

Law: a person who has acquired under the shareholders' agreement the right to define the 

procedure for voting at the general meeting of shareholders through shares of the company, the 

issue of securities of which was accompanied with the registration of the respective issue 

prospectus, such person should notify the company of such an acquisition within 5 days, if as a 

result of the acquisition this person individually or with affiliate(s) may dispose of over 5, 10, 15, 

20, 25, 30, 50 or 75 per cent of votes on the outstanding shares of the company. 

Furthermore, if a shareholder under the shareholders' agreement acquires the right (together 

with the shares of other shareholders)to dispose of more than 25%, 50%, 75% of voting shares 

of a JSC and the right to exercise independently the rights vested in shares, or acquires more 

than 1/3, 50%, 75% of the participatory interests of an LLC, or the rights to determine the 

conditions for exercising by a JSC/an LLC of its profit-making activity, and at the same time the 

total assets value of the acquirer and its group of persons and the JSC/LLC under the latest 

balance sheets exceeds 7 billion rubles or their total value of proceeds from sale of 

goods/works/services for the last calendar year exceeds 10 billion rubles, and the total assets 

value of the JSC/LLC under the latest balance sheet exceeds 250 million rubles, or any of these 

persons is included in the register of companies holding a dominant position in any commodities 

market, acquisition of the respective rights is subject to a preliminary approval by the Federal 

Antimonopoly Service in accordance with Article 28 of the Federal Law On Protection of 

Competition.  
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4. What may be the consequences of a breach of a corporate agreement?  

A party to a corporate agreement may to file a claim with a court to render invalid a decision 

taken by a company's management body as the result of a breach of the agreement (e.g., of the 

obligation to vote in a certain way on the general meeting of shareholders) by the other party. 

For enforcement of this right, it is necessary that at the time of taking the respective decision, all 

shareholders of the company should be the parties to the corporate agreement. 

In the event a party to a corporate agreement enters into transactions in a breach thereof (in 

particular, transactions involving the sale of shares to third parties), such transactions may be 

rendered invalid by a court upon a claim of another party to the corporate agreement, provided 

that the claimant proves that the other party to the transaction knew or should have known 

about the limitations established by the corporate agreement.  

In connection with a breach of a corporate agreement the following forms of liability may apply: 

 recovery of damages caused by the failure or improper performance of obligations, 

including actual damage and loss of profits(unless the agreement provides for limitations 

on the amount and/or types of damages); 

 award of a penalty(subject to the possibility of decreasing the penalty amount specified 

by the agreement by a court if it is clearly disproportionate to the impact of the breach); 

 payment of interest on the amount due that has not been paid on time. 

A corporate agreement of a JSC may also provide for the obligation of a party at fault to pay 

compensation –a fixed amount or an amount to be determined according to the procedure 

specified in the agreement. A similar form of liability is provided for by the bills on amending the 

JSC and LLC Laws.  

A corporate agreement may also provide that in case of a failure to perform an obligation, 

payment of a penalty and compensation of damages do not relieve a breaching party from 

specific performance. 

5. May the parties to a corporate agreement choose non-Russian law as                            

the governing law?  

In the event at least one of the shareholders of a Russian company is a foreign person,                 

the company's shareholders may choose foreign law as applicable law for the corporate 

agreement.  

Notwithstanding the choice of applicable law, certain matters will be subject to the imperative 

rules of Russian law, in particular: 

 incorporation, reorganization and liquidation of the company, including legal  

succession matters; 

 the company's legal capacity; 

 procedure for the acquisition by the company of rights and undertaking of obligations; 

 liability of founders (shareholders) of the company for their obligations; 

 internal relations, including relations between the company and shareholders  

thereof. 

In all other respects, the law chosen by parties to a corporate agreement may regulate the 

rights and obligations of the parties, as well as issues related to interpretation of                                     
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the agreement, the performance and termination thereof, as well as to determine the 

consequences of failure or improper performance of the agreement and its invalidity. 

6. May disputes under a corporate agreement be settled by an arbitration?  

 

Pursuant to Article 225.1 of the Arbitration Procedural Code of the Russian Federation                             

(the Arbitration Code), a Russian state arbitration court at the location of a legal entity considers 

corporate disputes (disputes related to the incorporation of a legal entity, governance or 

participation in the legal entity), including those related to: 

 title to shares, establishment of encumbrances thereon and the exercising of rights 

granted by the shares (except for disputes arising from the activities of depositaries in 

connection with the accounting of rights to the shares and other securities and disputes 

arising regarding the distribution of inherited property or common property of spouses); 

 appointment or election, termination or suspension of powers and liabilities of members 

of the management bodies and supervisory bodies of the legal entity; 

 contesting decisions of the management bodies of a legal entity. 

At the same time, there is no explicit prohibition on submitting disputes arising from corporate 

agreements to arbitration. Furthermore, the Federal Law dated 24 July 2002 No. 102-FZ On 

Arbitration Courts in the Russian Federation  provides for the possibility of submitting any 

dispute arising from the civil relations to an arbitration upon agreement between the parties to 

the dispute, unless otherwise provided for by a Federal Law. According to the Law of the 

Russian Federation dated 7 July 1993 No. 5338-1, On International Commercial Arbitration , 

upon agreement between the parties, disputes arising from contractual and other civil legal 

relations and where a commercial enterprise of at least one of the parties is located outside of 

Russia, as well as the disputes of shareholders of Russian enterprises concerning foreign 

investments, international associations and organizations established in the territory of the 

Russia may be referred to an international commercial arbitration. 

However, there is a precedent (case No. А40-35844/11-69-311 upon the claim of Mr N.V. 

Maksimov to NLMK OJSC) when Russian state arbitration courts came to the conclusion that, 

since the disputable agreement regulated the issues of corporate governance and the issuing of 

additional shares, those issues were corporate issues referred to by Article 225.1.2 of the 

Arbitration Code to the special jurisdiction of arbitration courts, and therefore could not be 

submitted for consideration to arbitration.  

Prior to the issuing by the Supreme Court of the Russian Federation of clarifications regarding 

the arbitrability of corporate disputes, it appears that, subject to an arbitration clause/arbitration 

agreement between the parties, disputes in connection with the recovery of penalties for the 

violation of obligations to vote in a certain manner at the general meeting, as well as obligations 

that are not directly related to the exercise of the rights granted by shares (i.e., obligations 

concerning the company’s financing and development of its business), may be submitted to 

arbitration (or international commercial arbitration if one of the parties is a foreign person).  
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GRATA Moscow office team has substantial expertise in:  

 development of corporate (shareholders’) agreements and charters of Russian 

companies;  

 development of shares and other assets pledge agreements, guarantees and other 

documents securing undertakings under corporate (shareholders’) agreements;  

 representing the clients in negotiations with their counter parties of corporate 

(shareholders’) agreements and other documents.  

 

For further information please contact Yana Dianova, 

Director of the Corporate and Commercial Law Department, GRATA Law Firm (Moscow) 

E-mail: ydianova@gratanet.com 

Tel: +7 (495) 660 11 84 


