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1. Shareholder of a public limited company ––
merely an investor or also a vigilant guard?
Whether and to what extent a member or shareholder should be able to influence the organisation as a whole
is one of the most general conceptual issues in the development of company law provisions.*2 The nature and
protection of shareholders’ rights are closely related to the question of whether and to what extent shareholders
as the providers of certain resources to the company should have the right to check the use of these resources.*3
One of the ways to answer this question is that a shareholder’s rights with respect to the company should indeed
be limited, because a public limited company is led by the directing bodies (directly or indirectly) elected
by the shareholders and the company should be protected from shareholders’ excessive interference. This
approach is based on the premise that a shareholder is, first and foremost, an investor –– they deliver funds to
the company, expecting to gain profit over time. On the one hand, the directors of a company are relatively
independent agents acting in the interests of the shareholders; on the other hand, the shareholders should have
some kind of control over the directors.*4 To counterbalance the agency theory, it is stressed that a shareholder
should be interested in the functioning of the company as a whole and this interest should not be limited to
financial aspects, as the company’s assets belong to an independent person –– the public limited company.*5
However, it is a common view these days that in well-organised corporate governance, the shareholders, as the
company’s residual claimants*6 should have at their disposal an effective means of influencing the company’s
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activities when necessary.*7 For example, it is noted in Winter’s report*8 that as shareholders focus on wealth
creation, they are very suited to act as “watchdogs” who act not only on their own behalf, but also on behalf
of other stakeholders. It has been noted in legal literature that in response to the rather extensive powers of
the directing bodies, restoring the role of the shareholders has recently come to light again in Europe, amongst
other things in legal regulation.*9 Protection of shareholder rights has also been stressed in various European
Union documents as a priority area.*10
Where a majority shareholder finds that a member of a directing body of the company has infringed or is
infringing his or her obligations, the shareholder can usually respond to the situation, at a minimum, by
replacing the member of the directing body and thus ensuring the possibility of claiming damages on behalf
of the company. A minority shareholder’s possibilities to influence the directing bodies are minimal. In most
Member States of the European Union (including Estonia), the law vests special protective rights in shareholders representing a certain amount of share capital; such rights include the right to call the general meeting, to
request a special audit, and other minority rights.*11 These are some of the most common ways for minority
shareholders to intervene. The shareholders’ right to claim damages on behalf of the company from a member
of a directing body is a much less common legal remedy, which is not available under the company law of
all countries. Usually it is the Anglo-American legal system that affirms the possibility of the shareholders’
derivative claim, while in continental Europe the attitude to the permissibility of such intervention has been
rather reserved.
The extent of harmonisation of company law has varied greatly in different areas; the main priorities in the
protection of shareholders’ rights have concerned the holding of general meetings and voting issues (such as
the extension of possibilities of distance voting), also the right to receive information.*12 Even so, shareholders’ intervention is now more regulated in many European countries than in Estonia. Major changes have also
lately taken place in the regulation of derivative claims in the UK law, which is part of the Anglo-American
legal system.*13 Thus, convergence is noticeable when it comes to the protection of shareholders’ rights in the
European Union, while the nature of the convergence is horizontal rather than vertical.
The objective of this article is to analyse the nature of derivative claims of shareholders’ of a public limited
company and the provisions and judicial practice concerning this legal remedy in various legal systems, particularly as exemplified by the USA, UK, and Germany. The subject is topical, amongst other reasons, because
Germany has also gradually transposed and improved the regulation of derivative claims, while Estonia used
the German example when devising the two-step management structure of public limited companies. The
article seeks an answer to the question of whether Estonian company law would require modernisation, as the
rights of shareholders, including minority shareholders, are being enhanced in Europe.

2. Concept and meaning of derivative claim
There is a contract-like relationship under the law of obligations between a member of a directing body and
the company; of all the existing types of contracts, this relationship stands closest to an authorisation relationship.*14 Therefore, a member of a directing body will primarily have obligations to the company as the
quasi-mandator. The legal remedies arising from an obligation (including rights of claim) are, however, rela7
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tive –– they pertain not to everyone, but to a specific person –– the other party to the obligation.*15 In the same
way, this right can usually be exercised only by the other party to the obligation (the entitled person), which
is why in a situation where a member of a directing body infringes his or her obligation and causes damage to
the company, it is the company that is entitled to assert a claim. However, a legal person is an artificial subject
of law created by law,*16 which acts via its directing bodies, and this principle may preclude the assertion of
a claim against a member of a directing body, if there is no mechanism to eliminate the infringer’s possibility
to influence the assertion of the claim. This problem arises especially sharply in the conflict between minority
and majority,*17 because a majority shareholder can influence the violator (at least theoretically) via control of
directing bodies. In addition, positive law usually creates a mechanism that takes the decision over the assertion of a claim “one step higher” (in the event of a two-step management structure, to the competence of the
supervisory board or general meeting).
Due to the above, the company laws of many countries have extended the shareholders’ right of interference
and, in certain circumstances, allowed shareholders representing a certain proportion of share capital to file a
claim for compensation in the courts against a member of a directing body who has infringed his or her rights.
Such a legal remedy has been also called actio pro socio in legal literature. In the event of actio pro socio, a
claim is not filed directly to protect the claimant’s own right, but also the right of others (who are connected
to him or her under company law or otherwise).*18 Therefore, the nature of the rights being protected differs
from the rights protected by one’s own claim: a derivative claim is mainly aimed at protecting the company’s
interests, while a shareholder’s personal claim is only aimed at protecting the shareholder’s own financial
interests.*19 There is also a distinction based on whether the shareholders can only decide over the assertion of
a claim or can actually file the claim independently. The latter case is the classic derivative claim: the claim is
brought by a shareholder or shareholders, not by the company (via a representative elected by the shareholders), although it is the company which is sought to be compensated.*20
Although the guarantee of shareholders’ rights should be considered important, it has been mentioned in
legal literature that giving shareholders an easy possibility of claim could lead to a situation where groups of
displeased shareholders would disturb the company’s operations with their constant claims and thus reduce
shareholder value.*21 This is why the possibilities for such claims are limited even in those legal orders that
allow for derivative claims.

3. Legal regulation of derivative claims
in the company law of various countries
As mentioned above, different legal orders have different approaches to the position of shareholders in a
company and hence the legal remedies afforded to them. It has even been argued in literature that the degree
of protection of shareholders’ rights varies a great deal depending on the legal system or family of law. A
group of economists led by Rafael La Porta, Florencio Lopez-de-Silanes, and other authors have noted in
their series of articles titled “Law and Finance”,*22 which evoked responses from many legal scientists, that
common law countries offer better shareholder protection than continental Europe.*23 It is, of course, true
that in German company law, the structure of directing bodies is mainly based on the theory of independent
15
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supervision, according to which an independent supervisory body is considered to be the best protector of
the company’s interests.*24 Udo Brändle has criticised the position of La Porta et al. and noted that although
German company law has been somewhat more modest in allowing shareholders to intervene, one should not
forget that shareholders representing 10% of the share capital were able to decide on the assertion of a claim
on behalf of the company already before the aforementioned study was published.*25
The main source of company law in the United Kingdom is the Companies Act 2006*26 (CA 2006), Part 11
of which governs derivative claims. These provisions were recently modernised: according to the amendments that entered into force on 1 October 2007, the former principle of admissibility of proceedings, which
originated from the Foss v. Harbottle case, was replaced by a more flexible approach that allows for more
rational and clearer identification of a shareholder’s right to file a derivative claim.*27 The pre-reform check
of admissibility of proceedings was based on two premises: firstly, the underlying violation had to be not
approvable by a majority decision, and secondly, the violator’s control of the company had to prevent the
assertion of the claim.*28 The latter principle meant that where a majority of shareholders, independent of the
violator, accepted the situation, a derivative claim was not admissible.*29 This is why Foss v. Harbottle did
not allow for the actual protection of minority shareholders’ interests.*30 As a result of the reform, CA 2006
provides that any shareholder may file a derivative claim regardless of the number of shares held by him or
her, regardless of the nominal value of the shares and of when he or she acquired the shareholding. A claim
can be filed against any current or former member of a directing body, as well as against a shadow director*31.
The spectrum of violations in which case a derivative claim can be filed is also quite wide –– both intentional
and negligent breaches, and breaches of both duty and trust.*32 At the same time, doubts have been expressed
in connection with the reform about whether such extension of shareholder rights together with the newly
introduced express obligation of the directors to act in the best interests of the company would not lead to an
excessive activism of shareholders and jeopardise the business judgement rule as the main guarantor of the
directors’ independence.*33
In German company law, it is, as a rule, up to the supervisory board to decide on a claim against members of
the management board (§ 111 of the Aktiengesetz*34 (AktG)); filing a claim for compensation for damage resulting from a breach of the duties of supervisory board members is within the competence of the management
board (AktG § 78).*35 In addition, AktG § 147 allows the general meeting to decide on the filing of a claim
against members of a directing body: according to subsection 1 of the aforementioned section, the general
meeting usually decides on the filing of such a claim by simple majority.*36 A claim has to be filed with a court
within six months of the general meeting’s decision. According to AktG § 147 (2), the general meeting may
appoint a special representative of the company, if necessary, for the assertion of the claim. Such regulation
has been in force in Germany for a long time, while German company law has lately also taken a considerable
step toward extending the rights of shareholders.*37 After intensive discussions*38, the Bundestag adopted on
24
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15 June 2005, an act regulating the integrity of companies and the modernisation of the right of contestation
(Gesetz zur Unternehmensintegrität und Modenisierung des Anfechtungsrechts*39), which entered into force on
1 November 2005, and has been called the most important reform of the German company law since 1965.*40
Among other things, the act supplemented Aktiengesetz with § 148, under which shareholders representing
the certain amount of share capital are entitled under certain conditions and in lieu of the company to assert
claims for compensation for damage against members of directing bodies.
In order to file a claim, the shareholder or shareholders are required to represent 1/100 of the share capital
or hold shares corresponding to € 100,000 of capital. After a claim is filed, its admissibility is first assessed.
As the first prerequisite of admissibility, the shareholders must have acquired the qualifying shareholding
before they learned about the underlying circumstances of the claim. This is to prevent later acquisition of
shares for the purpose of asserting a claim. Secondly, it has to be proved that the shareholders have, during a
reasonable time, unsuccessfully requested the company itself to file a claim for damages. Thirdly, there have
to be circumstances justifying the suspicion that the company has been damaged by gross violation of law
or the articles of association or by unfair play, and fourthly, the claim must not be contrary to the company’s
interests or constitute an excessive burden on the company. According to AktG § 148 (4), if the court has
found the claim to be admissible, the claim has to be filed within three months after the entry into force of
the court’s decision. Further simultaneous disputes by other shareholders or the company itself are precluded.
Also important are the rules, according to which a decision made in such a proceeding is binding on both the
company and all of its shareholders, and a listed company has to disclose the admissibility of the claim and
the result of the proceedings.
This indicates a trend toward enhanced shareholder protection in the two influential European countries that
offer principally different legal solutions in company law as well as several other fields of private law. When
assessing the importance of the German reform, we should take into account, among other things, the special
structure of German public limited companies: the formation of a supervisory board is a rather indirect way
for even majority shareholders to exercise influence.*41
Of the non-European countries representing the Anglo-American legal system, the Delaware General Corporation Law*42 is an example of minimal legal regulation of shareholders’ derivative claims; § 327 of the Law
only provides for the basic rule: in any derivative suit instituted by a stockholder of a corporation, it shall be
averred in the complaint that the plaintiff was a stockholder of the corporation at the time of the transaction of
which such stockholder complains or that such stockholder’s stock thereafter devolved upon such stockholder
by operation of law. The conditions and procedure for derivative suits is addressed in more depth in the US
Model Business Corporation Act, §§ 7.40–7.47 of which stipulate the exact prerequisites and limitations of
such actions and the procedure rules.*43
The example of French law should be pointed out from continental Europe. Article L225–252 of the Code
Commerce*44 provides for the shareholders’ right to bring an action for liability on behalf of the company against
its directors or managing director; further representation requirements apply to listed companies under article
L225–120 (individual shareholders cannot file a claim; the rate of representation varies slightly depending on
the size of the company’s share capital).
Thus, it may be said that the possibility of filing a derivative claim is nowadays one of the statutory remedies
of shareholders in a large number of countries.
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4. Judicial practice in derivative claims
and related issues
The main economic problem concerning derivative claims is the reduction in shareholder value as a result
of a dispute. From the legal-economic viewpoint, a shareholder would rather be encouraged to sell his or
her shares if the shareholder’s rights are violated, and not burden himself or herself and the company with
a time-consuming lawsuit. The US insurance corporation Advisen Ltd.*45 has analysed the decisions taken
in derivative actions during the period 1993–2005, and found that there is an upward trend in the number of
derivative action rulings. About half of derivative actions end with decisions in favour of defendants. Only
few cases result in monetary relief, while the values are typically relatively low; however, the company always
incurs huge legal costs. Therefore, it has been opined that derivative claims and related lawsuits benefit only
the legal advisers involved.*46
One of the questions that arises in company law, time and again, is to what extent the values of company law
(which are largely material values, though with a much broader meaning) should be protected by private law
remedies, and whether the provisions of other branches of law, especially penal law, should be used to solve
certain problems.
Franklin Gewurtz has conducted an in-depth analysis of two remarkably similar cases of director’s liability
from two countries representing different legal systems –– the United States and Germany.*47 In both cases,
such large severance payouts were made to directors that it caused doubts as to the legitimacy of the payouts.
The US case studied was In re The Walt Disney Company Derivative Litigation in the Delaware Chancery
Court as the court of first instance and the Delaware Supreme Court as the court of appeal.*48 The shareholders
of Disney brought a derivative action and demanded compensation from directors for the damage done to the
company by the payment of an excessive severance payout to one of the directors.*49 As a result of a lengthy
and arduous litigation, the court decided that there was no ground for compensation, because the company
did not actually suffer loss.
The compared German case was the case of Mannesmann, in which the members of the supervisory board
awarded and paid an excessive bonus to an outgoing director and criminal proceedings were brought against
them on the grounds of breach of fiduciary duty (Untreue).*50 It should be noted here that similar grounds were
introduced to the Estonian Penal Code*51 by an amendment that entered into force on 15 March 2007; § 2172
(1) of the Penal Code now defines abuse of trust as illegal use of the right arising from law or transaction to
dispose of assets of another person or assume obligations for another person, or violation of an obligation to
comply with the financial interests of another person if such act results in major damage but does not contain
the necessary elements of an embezzlement.*52
The Düsseldorf County Court, as the court of first instance, found that the directors were indeed in breach of their
duty when awarding the bonus, but as according to the law, breach of fiduciary duty means causing significant
damage to another person’s financial interests, and the company was making a profit at the time of the award and
the breach did not damage the company’s financial situation, the act of the directors did not contain the necessary
elements of Untreue. The German Supreme Court (Bundesgerichtshof) did not agree with the position of the
court of lower instance and found that Untreue does not necessarily require significant damage to the company’s
financial interests.*53 The case was referred back to the county court, but an agreement was reached before the
case was heard again: namely, the directors agreed to pay a sum of € 5.8 million and the case was closed.
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Gewurtz reached an interesting result when comparing the two cases: although the application of director’s
liability (especially when initiated by shareholders) seemed, at first glance, to be easier under the law of
Delaware, it was the German case that ended with a decision deploring the directors’ award of the excessive
bonus, while the directors of Disney were fully exonerated regardless of their not exactly best practice of
corporate governance, as referred in the court decision.*54 Gewurtz found that such a result may be partly due
to different types of proceedings: on the one hand, government prosecutors may well enjoy greater credibility
than plaintiffs’ attorneys, who make a business out of bringing derivative suits on behalf of shareholders; on
the other hand, the criminal court is less experienced in matters of civil law, especially company law, which
is why there is less space for discretion from the viewpoint of the business judgement rule.*55 In any case, the
example described above leaves the impression that the German criminal court disregarded the warning that
in the event of directors’ decisions, a negative consequence (in this case, reduction of the company’s assets,
although its financial status did not suffer) does not automatically imply mismanagement.*56 In legal terms,
both the directing body’s mistake and the damage have to be proved separately.
Gewurtz correctly notes that the absence of civil law alternatives or major obstacles to the application of
such alternatives render criminal prosecution the only realistic alternative of exercising one’s rights.*57 It is
questionable whether such one-sidedness of legal remedies is correct and serves the interests of a company’s
stakeholders. The author of this article believes that penal mechanisms cannot be overestimated and that one
remedy cannot fully replace another.
It may be concluded from the above that also in the countries where derivative actions have been regulated for
a long time, actual lawsuits and the application of directors’ liability are not especially common.*58 Nevertheless, or perhaps even because of that, the legislatures of various countries have attempted to instead enhance
the rights of shareholders. It is therefore justified to ask whether Estonian company law could benefit from
new solutions.

5. Would Estonia need modernisation of shareholder
rights and the legalisation of derivative claims?
The Estonian Commercial Code (CC) provides for a limited competence of shareholders of public limited
companies. CC § 298 (1) lists the competence of the general meeting in nine points and adds, as the tenth
point, that the general meeting is competent to decide on other matters placed in the competence of the general meeting by law. A general meeting may adopt resolutions on other matters related to the activities of the
public limited company on the demand of the management board or supervisory board (CC § 298 (2)). This is
the “non-interference” principle, the aim of which is to ensure that a company as an independent legal person
acts independently of its shareholders; among other things, it also means subjection to the “majority decides”
rule.*59 The situation where a company can act without judicial, and also without excessive legislative interference, has been considered to be a guarantee of the company’s continuity.*60 Voting at the general meeting
would then remain a shareholder’s basic possibility to express his or her wishes and attitudes.*61
According to CC § 317 (8), the supervisory board shall decide on the conduct of legal disputes with members
of the management board and shall appoint a representative of the company for the conduct of such disputes.
In the creation of the Estonian legal framework for companies, it has been considered sufficient that the role
of the supervisory board as an autonomous supervisory body ensures (especially if the supervisory board
members are independent) an appropriate mechanism for filing a claim against a member of the management
board. It is the general meeting of shareholders which is competent to decide on the filing of a claim against
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a supervisory board member, but since the law prescribes a majority requirement, the possibility that a 10%
shareholder could assert such a claim is almost zero.
This problem has similarities to German law: Manuel Rene Theisen and Wolfgang Salzberger noted in 2002,
that since World War II, not a single civil claim for damages had been asserted against a member of a supervisory board in Germany.*62 At least one of the reasons for this undoubtedly lies in the supervisory board’s
specific role in the two-step management structure of a public limited company. As daily operations are managed by the management board, it is the management board’s activity that influences the company’s status
either positively or negatively. It may thus be assumed that shareholders are probably not so much interested
in gaining control of the supervisory board as they are interested in asserting claims against members of the
management board.
In summary, it may be said about Estonian company law that the Commercial Code protects shareholders mainly
by an ex-ante strategy*63: the few existing remedies are aimed at preventing breaches rather than responding
to the consequences of breaches. At the same time, application of the ex-ante or preventive strategy requires
a majority-based influence on the directing bodies of a company, which is why it is usually not available to
minority shareholders.
An analysis of the judicial practice of claims against members of directing bodies of companies in Estonia
shows that such claims are filed mainly in bankruptcy proceedings.*64 It is quite difficult to establish and prove
the evidence on which a claim is based (especially the damage and the causation), and proceedings often end
in a compromise.*65 The specific nature of bankruptcy proceedings is inevitably transferred to the litigations
held on behalf of a bankrupt company: as such proceedings are held with limited resources, the result may
largely depend not only on the legal justification, but on whether the creditors of the bankrupt company have the
possibilities and desire to “support” the litigation of a claim. Considering that creditors have already incurred
damage due to bankruptcy and are not likely to risk further damage, claims for damages against members of
a directing body have little success when the company is bankrupt.
This leads to the hypothesis that if the law provided for an adequate mechanism for earlier intervention, it
would be somewhat easier to establish the grounds of the claim, because the difficulties of asserting a claim
are certainly influenced by the complicated causal chains, which are created over a longer period and under
various economic influences, and the mutual relations of which are much more difficult to establish once the
company is insolvent.*66
Mentioned above were penal law measures as an alternative to civil liability, which is why this issue should
also be discussed in the context of Estonian law. The explanatory memorandum to the draft amendment to the
Penal Code*67, which introduces the necessary elements of abuse of trust, states: “Abuse of trust is an offence
against property which consists in the illegal use of the right to dispose of another person’s assets or to assume
obligations for another person, or violation of the duty to comply with another person’s financial interests, if
such act results in major damage to such other person. For the purpose of these necessary elements of offence,
major damage is to be incurred by the person whose financial interests the offender was to comply with, i.e.,
by the person whose trust is abused. The necessary elements of the offence are limited to major damage, since,
as a rule, disputes arising on the basis of the right of representation could be settled by civil proceedings. […]
The wording of the necessary elements of the offence follows, among others, the examples of the German
and Swiss civil codes (the German StGB § 266 and the Swiss StGB § 158)”.
The necessary elements of abuse of trust in Estonian law are thus limited to the extent of damage –– only an
act resulting in major damage is regarded as abuse of trust. According to § 8 (1) of the Penal Code Implementation Act*68, damage exceeding one hundred times the established minimum monthly wage is major damage.
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According to Government of the Republic Regulation No. 254 of 20 December 2007 “Establishment of the
minimum monthly wage”*69, the minimum monthly wage for full-time work from 1 January 2008 is EEK
4350; the damage constituting a necessary element of abuse of trust is thus at least EEK 435,000.
Considerable problems may arise at the present time from the possible application of the principle of opportunity
in criminal proceedings.*70 One of the expressions of the principle of opportunity is Guidance No. RP-1-4/07/3
of the Chief Public Prosecutor of 12 April 2007, which sets out the principles for following public interest
in proceedings in the application of §§ 202, 203 and 2031 of the Code of Criminal Procedure. According to
article 49 of the Guidance, there is, generally, public interest in the case of § 2172 of the Penal Code, but in
the context of the additional criteria listed in article 6, it is not clear whether an initial public interest in the
proceedings can disappear, e.g., because the injured party does not wish the proceedings to continue. It should
be considered likely, taking into account that even in Germany, in the Mannesmann case, it was possible to
end the proceedings by an agreement.
It follows from the above that the legal rights protected by penal law do not completely overlap with the rights
that should be protected by private law. Therefore, one has to take the view that solely penal law mechanisms in
Estonian law cannot be considered sufficient legal remedies to respond to the breaches of directing bodies.
Against the background of general tendencies toward balanced extension of shareholder rights in the European Union and elsewhere, one may ask to what extent the Estonian law is following the same trends. Recent
changes in Estonian company law have not been remarkable. The provisions of the Commercial Code that
entered into force on 1 January 2006 can be regarded as partly an additional introduction of the changes arising
from the Law of Obligations Act, and partly as the codification of judicial practice. Later amendments have
largely been “forced moves” caused by the transposition of various European Union rules. The amendments
of 15 November 2006 arose directly from amendments to the Estonian Central Register of Securities Act*71
and the need to provide for a detailed procedure for the exchange of information between the Estonian Central
Register of Securities and the Commercial Register*72; the amendments of 6 December 2006 were necessitated
by the implementation of the European Union guideline, according to which from the end of 2007, the founding of a company should not take more than a week;*73 the amendments of 15 December 2007 introduced the
provisions of cross-border merger*74 and the amendments of 20 March 2008 transposed the directive amending
the Capital Requirements Directive.*75 The extension of shareholder rights has not been much talked about,
because there has been no direct pressure to make legislative changes. Still, there is the question of whether a
shareholder of an Estonian public limited company, including a minority shareholder, does not need remedies
comparable to those available in other European countries. The question is not only about a narrow legislative
choice, but about a more general emphasis based on the shaping of the investment environment.*76
Although one should agree with the view that, e.g., the harmonisation of various procedural laws*77 could
be one of the development directions among others, it is only a thought which is so far not expressed by the
reality of law. This is why support should be given to legislative drafting that contributes to the development
of independent private law remedies. In this light, it should be admitted that the inner structure of an Estonian public limited company is very strongly supportive of the autonomy of directing bodies –– while, e.g.,
AktG § 119 allows for extending the competence of the general meeting at the expense of the competence of
the supervisory board (but not the management board) by the articles of association, Estonian law does not
allow for such extension. Such a great degree of autonomy should be at least partly balanced by appropriate
remedies available to shareholders.
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6. Conclusions
Following from the above, the author of this article takes the view that consideration should be given to the
supplementation of Estonian law with provisions that would allow shareholders, who represent a certain proportion of share capital, to file a derivative claim on behalf of the company. The creation of such a threshold
and procedure for the admissibility of proceedings, which would preclude litigation unreasonably burdening
for the company, could be somewhat problematic. The hearing of the merits of the claim should certainly be
preceded by a procedure by which the court first ascertains the admissibility of the claim. Although Estonian
procedural law is not familiar with such a distinct type of procedure as an admissibility check, it does essentially
exist de lege lata. For example, § 392 (4) of the Code of Civil Procedure*78 (CCP) does provide for verification
of the correctness of acceptance of a matter and the prerequisites for permissibility of the action as a function
of pre-trial proceedings. According to CCP § 371 (2) 1), the court may refuse to accept a statement of claim if,
based on the facts presented as the cause of action, violation of the plaintiff’s rights is not possible, presuming
that the factual allegations of the plaintiff are correct, and also, according to subsection 2, if the action has
not been filed for protecting the plaintiff’s right or interest protected by law, or with an aim subject to legal
protection by the state, or if such objective cannot be achieved by an action. The Explanatory Memorandum
to the Code of Civil Procedure*79 also notes that the proceeding of a claim is essentially divided into verification of the admissibility of the action (decisions on refusal to accept or hear an action) and verification of the
reasoning of the action (decision to grant or dismiss the action).*80
Consideration should certainly be given to the question whether, if the possibility of derivative claims were
introduced, it should necessarily become a minority right, and if so, what level of shareholding would allow
for the application of such a remedy. It may be said that in addition to the legal possibilities directly provided
by law, minority shareholders can form coalitions and exercise (various types of) activism through them,
provided that they have sufficient common interest to do so. For example, in Sweden there have even been
cases where the minority of a listed company acquires a majority with respect to the company as a whole via
interest groups set up to pursue the common goals.*81
In continental European public limited companies the concentration of holdings is considerably higher than
in the USA and UK, where shareholdings are extremely fragmented.*82 The author of this article believes that
if additional legal remedies were made available to minority shareholders, the peculiarities of Estonian public
limited companies should certainly be taken into account. Entitling every shareholder of a listed company to
file an action should not be our objective. The corporate governance of listed companies is generally subjected
to more thorough rules, including as regards the legal position of shareholders (general meeting rules, distance
voting, right to information, etc.).*83 The lack of shareholder control may even be a bigger problem in public
limited companies that have few shareholders and that essentially stand between a private limited company
and a listed company.
As a minimum, shareholders could be given the right to decide on the filing of claims not only against supervisory board, but also management board members, and to appoint representatives for such claims. In addition,
shareholders representing 10% of share capital should also be entitled to derivative actions, because 10% is
currently the general threshold for minority rights in Estonia.
The topic of developing an adequate company law framework also covers issues such as what position we
wish to give shareholders in Estonian law and which legal rights should be protected, to what extent and
by what means. It is certainly possible to strike a balance between the protection of minority shareholders’
rights and the protection of companies from excessive interference by shareholders, while pursuing the goal
of creating a secure investment environment. In any case, the objective of the legal regulation of directors’
liability should be the stipulation of provisions that would ensure, under certain circumstances, the maximum
possible likelihood of directors’ liability.*84
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