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When we talk about corporate disputes, we have to refer to the world experience of this process
together with our national legislation. Disputes involving corporations and other private
institutions, such as hospitals, universities, and professional organizations, account for a large
percentage of disputes in America. This type of conflict should be studied separately, because in
these cases there are special opportunities for successful use of conflict resolution and resolution
methods®. In recent years, the savings that can be achieved by simplifying the handling of
corporate disputes in the United States require the use of alternative forms of dispute
resolution?. Despite the lack of accurate data on the amount or costs of corporate disputes, it is
possible to classify such disputes qualitatively in order to conclude that existing disputes are
being resolved most effectively. According to the American experience, the following factors are
taken into account when dividing corporate disputes into types:

v" Type of person in dispute;
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v The attitude of the other disputing person to the corporation®.

These types (or relationships) include:

1) Employees (internal);

2) Consumers (objects of external institutional activity);

3) Members or representatives of the general community (external neighbors);
4) Government (external regulators);

5) Other private organizations (external competitors or coventurators).

However, this classification is not complete. For example, this classification does not include
important corporate participants - shareholders®. But the five subgroups listed above contain the
most types of corporate disputes.

There are several types of corporate disputes in our national legal system and they are classified
according to the basis. Also, in Article 30 of the Code of Economic Procedure, the following are
included in the sentence of cases on corporate disputes:

» disputes related to the establishment, reorganization and liquidation of a legal entity;

» disputes related to the ownership of shares, shares, shares of members of cooperatives in the
authorized fund (authorized capital) of economic societies and companies, assigning charges
to them and exercising the rights arising from them;

» disputes regarding claims of participants (founders, members) of a legal entity regarding
invalidity of agreements concluded by a legal entity and (or) application of the consequences
of invalidity of such agreements;

> with the issue of securities, including disputes over decisions of the issuer's management
bodies, transactions concluded during the placement of securities, reports (notifications) on
the results of issuance (additional issuance) of securities disputes related to conflict;

» taking into account the rights of nominal holders of securities to shares and other securities,
implementation of other rights and obligations stipulated by law by nominal holders of
securities in connection with placement of securities and (or) their circulation disputes
arising from activities related to;

» disputes about convening a general meeting of participants of a legal entity;
> Disputes on appeals against the decisions of the management bodies of the legal entity.

It can be seen from this that cases related to claims of annulment of agreements made by legal
entities are considered a type of corporate disputes. Cases of this type are decided by economic
courts (IPK 26-M)°. Article 11 of the Civil Code lists the methods of protection of civil rights,
among which the invalidity of the agreement and the application of the consequences of its
invalidity are listed.

According to the norms contained in the current Civil Code of the Republic of Uzbekistan, the
actions of citizens and legal entities aimed at determining, changing or canceling civil rights and
duties are considered transactions (FK 101-M). Clause 3 of the decision of the Plenum of the
Supreme Court dated 22.12.2006 "*On some issues arising in the application of legal norms
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regulating transactions in judicial practice™ No. 17 states the provision in this sense . In
addition to this, it is noted that when considering the claims to declare the transactions valid, the
courts must consider the fact that there was an agreement between the parties to enter into a
transaction, that the terms of the transaction were fully or partially fulfilled, and that there was
no obstacle to the notarization of the transaction. they should determine the reasons for what they
did.

Transactions are divided into the following types:
> one sided,;

> Dbilateral;

» there may be multiple parties (contracts).

If the will of one party is necessary and sufficient in accordance with the law or the agreement of
the parties to enter into an agreement, such an agreement is considered a unilateral agreement®. A
one-sided agreement creates obligations for the person who made it. It can create obligations for
other persons only in cases specified by law or in an agreement with these persons. In order to
conclude a contract, two parties (bilateral agreement) or three or more parties (multilateral
agreement) must agree.

Agreements are concluded in this form:
a) oral;
b) written (ordinary or notarized).

Silence is an expression of willingness to enter into an agreement in cases provided for by law or
by agreement of the parties. An agreement that is not specified in the written form in the
legislation or in the agreement of the parties, including at the time of its conclusion, can be
concluded orally. Such an agreement is considered to be concluded even if it is known from the
behavior of the person that his will to enter into an agreement is known. The written agreement
must be 7signed by the parties or their representatives, unless otherwise dictated by business
practices’.

In addition to transactions requiring notarization, the following transactions are concluded in
simple written form:

1) transactions between legal entities and citizens;

2) transactions between citizens in the amount of more than ten times the amount of the basic
calculation, and in the cases specified by law, other transactions regardless of the amount of
the transaction. However, failure to comply with the simple written form of the agreement
does not render it invalid.

Failure to comply with the notarial form of the transaction or the requirement for its state
registration renders the transaction invalid. Such an agreement is not valid by itself (FK 112-
M)E.

According to the grounds established in the civil legislation, the invalidity of transactions is in 2
forms:

» because the court finds it invalid (disputed agreement);
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» atransaction void per se.

According to the first part of Article 113 of the Civil Code, the agreement is considered invalid
because the court finds it invalid, or because it is invalid on its own, regardless of whether it is
found to be invalid, according to the grounds established in the FC. In this, the courts should take
into account that the FC does not exclude the possibility of filing a lawsuit to declare the invalid
transaction invalid.

Certain categories of persons can make a request to declare the disputed transaction invalid .
Including Clause 17 of the Decision No. 17 of the Plenum of the Supreme Court of the Republic
of Uzbekistan dated 22.12.2006 "On some issues that arise in the application of legal norms
regulating transactions in judicial practice” contains a relevant provision. According to it, since
the contract of sale creates mutual rights and obligations for its participants, only the contract
participants and the owners of the object of the contract have the right to dispute the validity of
this contract on the grounds established by law. When the validity of the contract is disputed by
the interested party on the basis of his payment of the amount agreed in the contract of sale, this
situation cannot be a basis for invalidating the contract of sale.

Any interested person can make a request for the application of the consequences of invalidity of
an invalid agreement®. The court has the right to apply such consequences on its own initiative.

When dealing with disputes related to contracts, it is necessary to distinguish between the
concepts of finding the contract invalid and canceling the contract. Courts should consider that it
is allowed to invalidate contracts on the grounds stated in the norms regulating the invalidity of
agreements provided for in Articles 113-126 of Chapter 9 of the FC of the Republic of
Uzbekistan. In this case, according to part 1 of Article 114 of the FC of the Republic of
Uzbekistan, an invalid agreement does not create legal consequences other than the
consequences related to its invalidity, and it is considered invalid from the moment of its
conclusion. Cancellation of the contract is an action aimed at canceling the fully or partially
unfulfilled contract and the rights and obligations of the parties arising as a result of it in the
future.

Difference between nullity of contract and rescission of contract:

a) the basis for invalidity of the transaction is its illegality. The basis for cancellation is the
occurrence of circumstances that lead to cancellation of the contract without disputing its
legality;

b) the cancellation of the contract applies only to the future rights and obligations, without
affecting the mutual rights and obligations at the time of its validity.

An agreement with a content that does not comply with the requirements of the legislation, as
well as an agreement made with the purpose of deliberately violating the principles of law and
order or morality, is invalid by itself'°. Also, in accordance with Article 83 of the Law "On the
Protection of the Rights of Joint-Stock Companies and Shareholders", a transaction related to the
possibility of receiving property by the company or giving it to another person or giving the
property to another person (this including debt, credit, pledge, surety) or several interconnected
transactions, if the balance sheet value of the property given to another person or the property
received is equal to the amount of the company's net assets on the date of the decision to enter
into such transactions if it is more than fifteen percent, it is considered a major transaction,
except for transactions concluded in the course of daily business activities and transactions
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related to placement of shares and other securities.

The market value of the property, which is the subject of a large transaction of the society, is
understood as the most likely price of the property, and according to this value, the property in
question is sold in the open market in the interests of the parties to the transaction, having all the
necessary information. can be given to another person under conditions of competition acting
rationally and voluntarily, and the high or low price of the transaction does not reflect any
extraordinary circumstances, including the obligation of one of the parties to join this
transaction.

To determine the market value of the company's property, the parties to the transaction may
involve an appraiser.

The decision to enter into a large-scale transaction with regard to property, whose balance sheet
value or acquisition value is from fifteen to fifty percent of the company's net assets on the date
of the decision to enter into a transaction, is made by the members of the company's supervisory
board. adopted by vote, the votes of the members who left the supervisory board are not taken
into account.

In case of unanimity of the supervisory board of the company on the issue of concluding a major
transaction, the issue of concluding a major transaction may be brought up for decision by the
general meeting of shareholders according to the decision of the supervisory board.

The decision to enter into a large-scale transaction is made by the general meeting of
shareholders, whose balance sheet value or acquisition value is more than fifty percent of the
company's net assets on the date of the transaction™.

A major transaction is carried out by the executive body of the company after the general
meeting of the company's shareholders or the supervisory board has made a decision on the
transaction. In this case, the decision to enter into a large transaction is made in a mandatory
manner, taking into account the market value of the property determined by the legal evaluation
organization, and examining the terms of the transaction by an independent external auditing
organization ("Protection of the rights of joint-stock companies and shareholders" on™ Article 84
of the Law).

Our legal scholars have also provided opinions on corporate disputes related to the invalidation
of agreements concluded by legal entities. In particular, FB Ibratova approached in her textbook
as follows: '*Suggesting the conclusion of large transactions that cause damage to the society
and (or) transactions in the implementation of which there is an interest, including that as a result
of the conclusion of such transactions with the society, they themselves or their** The member of
the company's supervisory board, director or member of the board, as well as the trustee, who
suggested the conclusion of transactions for the purpose of obtaining profit (income) by his
affiliates, as well as the trustee shall be liable for the damage caused to the company.

An invalid agreement does not have legal consequences other than those related to its invalidity
and is invalid from the moment of its conclusion.

When the contract is invalid, each of the parties must return to the other everything that was
received under the contract, and when it is not possible to return what was actually received
(including the use of property, work performed or services provided), if other consequences of
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invalidity of the transaction are not provided by law, he must pay its value in money.
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