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The article deals with defining the role of state regulation in the corporate sphere by summarizing the negative effects
caused by abuse, manipulation, unfair and illegal actions in the market. It is noted that good governance helps to strengthen
trust in the company, increase its competitiveness, efficiency and growth, and thus helps to attract foreign investment and
is the basis for innovative development of the state. In addition, the system of investor protection and the powers of the
National Commission on Securities and Stock Market in this area arve defined. Thus, the necessity of state supervision in
the field of corporate relations is proved and the ways of improving the state regulation of this sphere of relations are
considered. Also generally accepted principles (standards) that underlie effective corporate management are recognized,
which are implemented by the new institutions of Ukrainian legislation under EU law in connection with the signing of the
Association Agreement with the European Union.
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Ipuna Jluxogioosa
acnipanmra kagheopu 0eprcaso3HA8Cmaa i npasa
OPLTY HAIY npu Ilpesudenmosi Yrpainu npu Ilpezudenmosi Ykpainu

JAEPXKABHE PEI'YJIIOBAHHS KOPITOPATUBHOI'O YITPABJIIHHS:
BITPOBA/I’KEHHS HOPM €C

Busnaueno ponv Oepicashozo pezynosanus y KOPROPAMUGHI cepi UWIAXOM Y3azalbHEHHS. He2AMUSHUX HACTIOKIS,
CHPUYUNHEHUX 3TI0BHCUBAHHIMU, MAHINYLSUIAMU, HECNPABEONUCUMU A He3AKOHHUMU OisSMU HA PUHKY. 3A3HAUENHO, W0
HANeHCHe YNPAGIIHHS CNPUSE 3MIHEHHIO 006ipU 00 KoMNAanii, nidsuuyenro il KOHKYPEHMOCIPOMONCHOCTI, edexmuenocmi
ma 3pocmanis, a omaice, CNPULE 3ANYUEHHIO THOZEMHUX THEECMUYI MA € 0CHOBO0I0 0Jisl IHHOBAUILIN0Z0 PO3GUMKY OEPICABU.
Kpim moeo, posenanymo cucmemy 3axucmy ineecmopie ma nosnogaxcenns Hayionanvnoi xomicii 3 uinnux nanepie ma
Gondosozo punxy y Odaniti cepi (dani — HKIIIIDP). Busnaueno, wo HKIIIIDP, 6idnogiono do noxnadenux na mei
3a60amb, 30MICHIOE MeMOO0N0ziuHe 3a0e3NeUeHHs. 3aNPOBAONCEHHS A PO3BUMKY NPUHUUNIE KOPROPATIUCHOZO YNPACIIHHSL,
npoeooums nepesipku OisibHOCMI eMimenmie wooo cmany KOPHNopamueHozo0 YNpagiinmus ma Y3azalvHIOE NPaAKmuky
3aCMOCYBAHHS 3AKOHO0ABCMBA 3 NUMAHY KOPNOPAMUEHO20 YNPasiinus. Takox poseasHymo 0epicasHy cucmemy 3axucmy
1HBECMOPIB, AKA CRUPAEMbCS HA MPU CMOBNU: CB0EUACHA, NOBHA MA KOPEKMHA 36IMHICMb; KeAMipikayis, 3uanns ma
emuuna 000pouecHicms NPOPeciitnux Y4achuKie punKy; nonepeotcenis 3A06ICUBAHb Ma Maninyiauit na punxy. loeedeno,
wo poskpummsi ingopmayii wodo iHmezpauii PUUK-OPIEHMOBAN020 YNPAGLIHHS 6 KIIOU0GI NPouecU nionpuemcmea ma
npULHAMMS Piieis, a Maxoic iHpopmauis w000 Yynpasiinmus OKPeMUMU PUSUKAMU Y DIl 36imuocmi nionpuemcmea abo
Ha enacnomy éel-caiimi 0ae MONCAUSICMb NIOSUWYSAMU THBeCMUIINY NPUSAOIUGICMb NiONpueMcmea. Y 36°s3Ky 3 uum,
ingopmayis npo pesyrvmamu QiHancoso-20cn00apcvkol JisIbHOCMI eMimenma, NoSUHHA PezyisiPHO POIKPUBAMUCS HA
gondosomy punky, 6 momy wucii wisxom nodamus it do HKIIIIDP. Taxooc, 00Hum i3 Km0u06ux 3a80anb KOPnopamueHozo
YNPABNIHHA € HAZAAO MA MONCIUGICMY 301UICHEHH. KOHMPON0 3 00Ky Oepicasu 3a Oisamu ynpasiiHcvbKozo NepcoHaly,
30iticniosanull 3 Memoio 3adesneuennsm epexmuenocmi OisSIbHOCMI KoMnamii ma i3 3axucmom inwmepecie ii 61acHuxis,
Yy momy uucii pezymosanns enympiwnix i soeniwnix pusuxie. 3oxpema, HKI[IIDP y daniii cepi mae nosnosadicenis
30iticniosamu nazisd 3a Oisavricmio cy6’exmie nepeunnozo Qinancosozo monimopunzy. Kpim mozo, cucmema saxucmy
insecmopie 00nosHIOEMbCs Npyoenyitinum nazisioom, mobmo nazisdom na ochosi pusuxie. HKI[IIDP ecmanosnioe
npyodenyiini Hopmamueu ma 30iCHIOE NPYOeHUTIHULT HAzs0 3a NPOPeClinUMU YUacHUKaMU HOHO0B020 PUHKY 8 MENCaAX
JisibHOCMi, KA NPOBAOUMBCA MAKUM YHACHUKOM Ha nidcmagi eudanoi niuensii. Takum wunom, y oaniti cmammi 0ogedeno
Heobxionicms  Oepacasiozo Hazisidy y cepi KOpnopamueHux eiOHOCUH Ma Po3easi0aiomvCss UWIAXU B00CKOHANEHHS.
deparcasinozo pezymosanns uiei chepu sionocun. Adice Kopnopamusne ynpasiinms y OisivHocmi npopeciiinux y4acHuxio
@ondosozo punky, sike 8pax0BYe GUMOZU NPYOCHUIUHUX HOPMAMUBIE, NOMPEOYE 3anposadiicenst ceimosux cmandapmie. 3
yier memor posenanymo Konyenyito xopnopamuenozo ynpasninus y npogeciinux yuacHuxax purkie kanimany Ykpainu,
3ameepOaceny na suxonanns Komniexcroi npoepamu pozsumky Qinancosozo cekmopy exonomiku Yipainu do 2020 poxy.
A omce, peanizauyis danoi Konuenyii nosunna eénposadumu Ha punkax xanimaiy nepeoosy MiXCHAPOOHY NPaxmuxy
ma 6 MaidymuboMy NOBUHHA NPU3BECTU 00 CMEOPEHHS ePEKMUBHOT CUCTEMU PUSUK-OPIENMOBAHOT MOOCHT Kepyeans
Yy npogeciinux yuacnuxax punkie xanimany. Y 36’ssxy 3 wum HKI[IIDOP cxsaneno Cmandapmu KopnopamueHozo
ynpasninmus 01st nPoPecilinux Yuacnuxie hondoeozo punxy, sxi basyomocs na suweszadanit Konyenyii ma memoro sxux
€ 3abes3neuenns naditinoi ma cmitikoi Jisavnocmi npogeciinux yuacnuxie punkie xanimaiy. Taxoxc po3eisnymo cxeaneni
HKIIIDP 3azanvnosusnani npunyunu (cmandapmu), i 1ejcamy 6 0CHO8I e(hexmueozo KopnopamueHozo ynpasiinmsi.
Y ceoto uepey, docridxnceno samsepoacenuti HKIIIIDP Kodexc kopnopamuenozo ynpasiinmus, axkuti 6idobpaxcac nosimui
PO3poOKU 8 Chepi KOMNIEKCHOZ0 eKOI0ZIuH020, COYIaIbHOZ0 MA KOPROPAMUGHOZ0 YNPAGIiHHS MA MICMUmMs pexomenoauyii
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U000 HATEHCHOZ0 KOPNOPAMUBHOZ0 YNPACHIHHS, 6 MOMY YUCIL YNPAGLIHHS eKOLOZIMHUMU MA COUianvHuMu pusukamu. Kpin
M020, NPOAHANIZ06AHO HOBL THCMUMYMU YKPATHCHKOZ20 3aKOH00A6CMEa, peanizosani i3 nopm saxonodascmea €C y 36 13Ky 3
nionucannsm Y200u npo acouiauiio 3 €gponeticokum Coro3om, a came: npoyedypu <«CKeiz-aymys (MPUMycosuil 6UKyn axuiii)
ma <cen-aymy» (6umoza npo euxyn axyii). Taxum wunom, y cmammi 006edeno neobxionicms Oepicasrozo nazisidy y chepi
KOPRopamuen0z0 ynpasiinis ma posznioarnmocst UAxu 600CKOHALEHHS OePICABHO20 PeZYI08aNHs OAHOI0 CPeporo.
Kmouoei cnosa: Hanexcne KOpnopamusHe Ynpasiinus, OepHcasHe pPezyiiosanns ma HAzAsu0; 3aXUCM  THBeCmopis;
600CKOHALEHHSL OEPIHCABHO20 PE2YIIOBAHHL; MINCHAPOOHT CIAHOAPMIL.

Trustis akey factorinthe survivaland
successful functioning of any financial
market in the world. Trust among
market participants is the foundation on
which the market is built. The financial market operates
as long as most participants are convinced that market
events soon will proceed approximately as they predict,
and as long as securities prices reflect real demand and
supply for the security.

[MocTaHoBKa
npobnemu

Anani The theoretical basis of the
Haii3 study are the scientific works
ngg;f‘ﬁ';‘:"; _ by O. Vinnyk, O. Kakhovych,
i nyGnikain R. Kolosov, O. Kravtsova, |. Lukach.,

Ya. Marushchak, N. Poida-Nosyk, K.
Rovinska, O. Safronova, M. Shashina;
a monograph by N. Orlova and works on the regulation of
the corporate sector in foreign countries (by M. Isakov, T.
Koryagina, K. Kruts, L. Melekh, V. Parkulab, I. Rodionova,
O. Harun).

The purpose of the study is to

Merta substantiate the theoretical and legal
foundations of corporate management
within  globalization and European
integration.

Buknag One of the main factors influencing
OCHOBHOTO the successful operation of the
matepiany company is the possibility of its access

to investment resources. At the same

time, the company cannot count on
investor confidence and external financing if it does
not take measures to implement effective corporate
management, namely, proper protection of investors’
rights, reliable management and control mechanisms,
openness and transparency in its activities.

A crisis begins, which, with extremely negative
developments, ends with the collapse of the market. Of
course, every market failure has its real causes, which can
be attributed to the sphere of economic logic, but a big role
in the development and acceleration of the market crisis is
played by panic, primarily caused by the loss of confidence
of market participants. Sometimes even a small blow to
the market in one part of the world due to the domino effect
causes a serious crisis on the other side of the world.

A fuse of the above situations at the state level is
the National Securities and Stock Market Commission,
hereinafter referred to as the «NSSMC», which following
its tasks, provides methodological support for the
implementation and development of corporate management
principles, conducts inspections of issuers on corporate
management and summarizes the practice of corporate
management legislation. And therefore, the NSSMC,
through its regulatory and supervisory functions, creates the
conditions for the formation of powerful domestic investors
and ensure the protection of investors' rights [1].
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The state system of investor protection is based on the
following three pillars:

* Timely, complete and correct reporting and
publication, i.e. presentation of information on
issuers of securities and the securities themselves;

» Qualification, knowledge and ethical integrity of
professional market participants;

» Prevention of market abuse and manipulation.

There is a lot of competition all over the world for
investment funds. Therefore, the arrival of investors in
domestic enterprises depends on the establishment
of a system of disclosure of information about their
financial and economic activities. Any decision to invest
in securities under normal conditions should be based on
reliable information. Investor protection in this segment is
achieved through the introduction of a single information
system and constant insistence on the application of this
system.

Regulations on Disclosure of Information by Issuers of
Securities establishes one of the principles of corporate
management: disclosure of information, according to
which the company must timely and available means
to disclose complete and accurate information on all
relevant issues relating to the company, to enable users’
information (shareholders, creditors, potential investors,
etc.) and take a balanced decision [2].

According to Art. 40 of the Law of Ukraine ‘On
Securities and the Stock Market’, the purpose of
information disclosure is to help creditors assess risk,
ensure the responsibility of the company's management
to shareholders and other persons, and ensure the
functioning of capital markets [3, Art. 40].

Information disclosure is extremely important for the
evaluation of the corporation's activities by shareholders,
potential investors and other stakeholders because
information disclosure about corporations helps to raise
capital and maintain trust in the corporation. Insufficient,
and sometimes contradictory, information about
corporations obtained from various media sources, on the
other hand, can hinder the formation of objective opinion
and the maintenance of business relations.

Information disclosure on the integration of risk-
oriented management into key enterprise processes and
decision-making, as well as information on individual
risk management in the company's annual reports or on
its website, is a positive feature for partners, inspection
bodies, investors and clients, which makes it possible to
increase the investment attractiveness of the enterprise.

In connection with the above, information on the
results of financial and economic activities of the issuer
must be regularly disclosed in the stock market, including
by submitting it to the NSSMC. Besides, in all financial
markets, issuers of securities are required to compile and
publish securities prospectuses when issuing or listing
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securities on the stock exchange (as well as mandatory
elements of these prospectuses) and are required to
publish periodic business reports and report on all events
that have a significant impact on the activities of the issuer.

One of the key tasks of corporate management is the
supervision and ability of the state to control the actions of
management staff, carried out to ensure the effectiveness
of the company and protect the interests of its owners,
including the regulation of internal and external risks.
Such supervision and control are provided at the level
of state regulation through bodies of general and special
competence, which create norms and rules of corporate
control, and responsibility of corporations.

In particular, the NSSMC in this area in this area
has the authority to supervise the activities of primary
financial monitoring entities by conducting scheduled
and unscheduled inspections, including on-site ones,
to regulate and monitor taking into account the policies,
procedures and systems of control, risk assessment
to determine the compliance of measures carried out
by primary financial monitoring entities and reduce
risks during the activities of such entities and require
primary financial monitoring entities to comply with the
requirements of legislation, regulating relations in the field
of preventing and combating the legalization (laundering)
of the proceeds of crime or the financing of terrorism, and
in case of detection of violations of legal requirements,
take measures provided for by the law [1].

Besides, the investor protection system is
supplemented by prudential supervision, i.e. risk-based
supervision. Regulations on prudential standards of
professional activity in the stock market and requirements
for the risk management system fixes that prudential
supervision is an integral part of the general system of
supervision by government agencies in the financial
market and is based on regular assessment of the overall
financial condition of the financial institution, the results of
the system and the quality of its management, compliance
with mandatory standards and other indicators and
requirements limiting risks of financial assets [4].

The NSSMC sets prudential standards and supervises
professional stock market participants within the activities
carried out by such a participant based on an issued
license. Professional participants submit to the NSSMC
information on the results of the calculation of prudential
standards and the data based on which they are
calculated.

Corporate management in the activities of
professional stock market participants, which considers
the requirements of prudential standards, requires the
introduction of international standards. Creating a new
corporate management system involves restructuring
the corporate management infrastructure in the
capital markets for professional participants, namely:
increasing the role and functions, changing approaches
to the structure of supervisory boards, implementing a
proportionate approach, new requirements for internal
audit and control, compliance and risk management, and
increasing the role of stakeholders.

To this end, to implement the Comprehensive
Program for the Development of the Financial Sector of
Ukraine's Economy until 2020, The Concept of Corporate
Management in Professional Capital Markets of Ukraine
was approved, which considers corporate management
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as an integral part of the risk management system of a
professional capital market participant and which should
implement international best practices in the capital
markets.

The implementation of this Concept in the future
should lead to the creation of an effective system of risk-
oriented management model in professional participants
in capital markets and provides the followings:

Increasing the efficiency of professional participants
in capital markets;

.

* Increasing the reliability and attracting new
customers (including foreign and national
investors);

Increasing the value of the business and its
investment attractiveness and competitiveness;
Management and prevention of corporate conflicts;
Creating an optimal management structure that is
stress-resistant and ensures long-term continuous
business operations;

Ensuring the balance of interests of controllers,
management and stakeholders;

Ensuring the protection of the rights of consumers
of financial services; and

Risk management and cost reduction of realized
risks [5].

Also, the NSSMC has approved Corporate
Management Standards for Professional Stock Market
Participants, which are based on the above Concept
and aim to ensure the sound and sustainable operation
of professional capital market participants. According
to these Standards, the corporate management system
should become an integral part of the professional
participant's risk management system and help determine
the risk propensity and acceptable level of risk, maintain
adequate internal rules and procedures to prevent and
manage risks, and take adequate measures, aimed at
minimizing these risks [6].

In order to bring corporate management standards to a
single standard worldwide, the Council of the Organization
for Economic Cooperation and Development (OECD) in May
1999 approved the Principles of Corporate Management.
These principles of corporate management are of a
recommendatory nature and are a guide for creating a legal
framework for corporate governance at the state level, as well
as for the assessment and development of the company's
own practice. They are aimed at assisting governments in
their work to assess and improve the legal, institutional and
regulatory framework for corporate management in their
own countries, as well as to provide guidance and advice
to stock exchanges, investors, corporations and other
participants in corporate relations [7].

In Ukraine, the basic principles of corporate
governance were developed by the National Securities
and Stock Market Commission (NSSMC) in 2003 in order
to gradually approximate Ukrainian legislation to the rules
and recommendations of the European Union and take into
account the OECD Principles of Corporate Management.
Due to the evolutionary nature of this document, on July
22, 2014 the new version of the principles was updated
taking into account the current realities of the stock market
and to bring domestic corporate management standards
closer to the world, as well as to determine the place, role
and priority areas of corporate management in the system
of economic relations in the country and abroad.
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In addition, in order to ensure reliable and sustainable
operation of professional capital market participants,
create a competitive environment in the financial markets
of Ukraine, ensure protection of investors and consumers
of financial services in August 2019, the NSSMC approved
Corporate Management Standards for professional stock
market participants. They define approaches to building a
corporate management system and internal control system
and take into account European legislation on corporate
management and the functioning of capital markets and
are based on the Concept of corporate management in
professional capital markets of Ukraine, approved by the
NSSMC Decision of 29.03.2018 Ne173 [5].

Also, in March 2020, the NSSMC approved the
Code of Corporate Management of Ukraine, which
reflects the latest developments in the field of integrated
environmental, social and corporate management
and contains recommendations for good corporate
management, including environmental and social risk
management [8]. The Code applies, first of all, to joint-
stock companies whose shares are admitted to trading
on the stock exchanges of Ukraine. However, it can be an
important benchmark for all public and private companies
seeking to build an effective management system.
Ukrainian legislation does not require companies to
comply with the provisions of this Code. As in many other
countries, in Ukraine it is a recommendation document.
The application of the Code is strongly recommended
primarily to companies entering the capital markets [1].

This Code is expected to become the national standard
of corporate management in Ukraine. Subsequently,
additional extensions (for state-owned companies,
financial market participants, non-listed companies, etc.)
and separate policies on more specialized topics will
be developed on its basis, the role of shareholders in
management, risk management, functioning of the audit
committee prevention of corruption, etc.) [1].

In addition, paragraph 9 of the Directive of the
European Parliament and of the Council «On Acquisition
Proposals» stipulates that EU Member States, as well
as Ukraine under the Association Agreement between
Ukraine and the European Union, must take measures
to ensure the protection of holders of securities. holding
a smaller share of shares, in the case of establishing
control over their companies, by offering all holders of
securities of a particular company for all their assets a
fair price in accordance with the overall assessment [9].
Also, this Agreement provides for the obligation of the
parties to «cooperate in protecting shareholders' rights
and further development of corporate governance policy
in accordance with international standards, as well as
in matters of gradual convergence with EU rules and
recommendations in this area» [10, p. 387].

The «squeeze-out» procedure is a fairly new
institution of Ukrainian legislation, implemented from the
norms of EU legislation in connection with the signing
of the Association Agreement with the European Union.
The agreement provides for the implementation of the
Directive of the European Parliament and the Council
«On Acquisition Proposals» in the national legislation of
Ukraine, which is a very important act regulating the issue
of through-out at the international level [9]. The purpose of
such implementation is to ensure effective management
of the company in the process of consolidation of shares
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of the company in the hands of one shareholder or several
affiliated shareholders on terms most favorable to majority
and minority shareholders, and protect the company
from raider attacks in which «stakeholders» use minority
shareholders as a tool [10].

One of the reforms of Ukrainian legislation in this area
was the adoption in March 2017 of the Law of Ukraine
«On Amendments to Certain Legislative Acts of Ukraine
to Increase the Level of Corporate Governance in Joint
Stock Companies», which introduced into the national
legal system mechanisms of «squeeze-out» and «sel-
out», as well as improved the procedure for repurchase of
shares by a new controlling shareholder at the request of
other shareholders [11].

The most significant consequences of such a reform
were the provisions of Article 652 of the Law of Ukraine
«On Joint Stock Companies» concerning cases of
mandatory sale of shares by shareholders at the request
of a person (persons acting jointly) who owns a dominant
controlling stake [12]. Thus, the essence of the «squeeze-
out» procedure is the right of the owner or group of
owners who control at least 95% of the company's shares
to forcibly repurchase the remaining shares from minority
shareholders at a price determined by the company.

This procedure has a reverse mechanism, when
the right to claim redemption is already a minority
shareholder, ie the procedure «sell-out». Article 653 of
the Law of Ukraine «On Joint Stock Companies» provides
for the mandatory acquisition by a person (persons acting
jointly), who is the owner of the dominant controlling
stake in a joint stock company, shares at the request of
shareholders [12]. The «sell-out» procedure is provided
to minority shareholders under the same conditions as the
«squeeze-out» procedure to large shareholders.

«Squeeze-out», although it is a forced redemption of
shares from minority shareholders, is a prerequisite for
redemption at fair value. This condition is an essential
feature that distinguishes «squeeze-out» from the
misappropriation of minority shares, which violates the
right of ownership enshrined in Art. 41 of the Constitution
of Ukraine [13]. Thus, the owners of a small block of
shares will be able to sell their securities at market value
and will be relieved of the obligation to bear the costs of
the services of depository institutions.

The introduction of the above-mentioned instruments
indicates that a fundamentally new mechanism for
protecting the corporate rights and interests of both
minority and majority shareholders has been formed
in Ukraine at present. Administrative control over the
«squeeze-out» procedure in Ukraine is exercised by
the National Securities and Stock Market Commission,
which monitors the securities market pricing system in
accordance with the legislation, establishes the presence
of signs of manipulation in the stock market and considers
cases of violation of the legislation on the securities
market [14].

Taking into account the official statistics of the
National Commission on Securities and Stock Market, it
is already known about the successful implementation
of 317 procedures «through-out» and transfer within the
declared procedures to bank accounts of conditional
storage («escrow»), opened for minority shareholders,
436 million hryvnias. In addition, since the introduction
of the «squeeze-out» from such accounts, in accordance
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with the submitted requirements, 980 million hryvnias
have already been paid and during the share repurchase
33 thousand minority shareholders have already received
funds [1]. This indicates the unconditional success of the
state's introduction of such corporate management tools
and the achievement of the main goal of protecting the
rights of investors, regardless of the size of the block of
shares through administrative control.

In addition, it should be noted that Ukraine is currently
moving towards the introduction of ethical standards in
financial markets. Thus, in November 2020, the NSSMC
presented a study of 12 codes of ethics in the financial
and investment sector, prepared in the framework of
the USAID Financial Sector Transformation Project
and the Association of Investment Professionals (CFA
Society Ukraine). In the future, this study will promote the
introduction of ethical standards in the Ukrainian financial
markets [1]. It is expected that the prepared review of the
leading world codes will be the basis for the development
of their own codes by Ukrainian professional associations
and self-regulatory organizations, which will ensure
strict adherence to the daily ethical conduct of financial
institutions.

At the same time, the Strategy for the Development
of the Financial Sector of Ukraine until 2025 [15] aiming
to further improve the legislation regulating corporate
management issues of companies provides for the
introduction of the possibility of using a single-level model
of the management system, regulating the procedures
for holding general meetings through electronic means,
anticipating the implementation of procedures in the
event of a significant reduction in the company's capital,
bringing the conditions, procedures and consequences of
mergers, acquisitions, divisions and separation of joint-
stock companies under the regulations of the European
Union.

Globalization processes are
increasingly playing a decisive role in the
formation of national corporate sectors of
the economy. And, although there is no
single model of corporate management in the world, there
are generally accepted principles (standards) that underlie
effective corporate management and can be applied in a
wide range of legal, economic and political conditions.
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