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Amended Rules on Foreign Issuances of
Shares of Russian Companies — Blue
Chips May Be Able to Issue Depository
Receipts on a Standalone Basis and Avoid
Local Offering Requirement

Foreign Issuances of Shares Have Been Curtailed
Under New Rules Effective 1 January 2010

The Federal Financial Markets Service of the Russian
Federation (FFMS) issued an order!, which entered into
force on 1 January 2010, amending the procedures for
obtaining approval for the placement and trading of
issued securities of Russian companies outside the
Russian Federation (the Foreign Issuance Order).
The Foreign Issuance Order supersedes the prior order
regulating these matters.?

The Foreign Issuance Order curtails depository receipt
programs of Russian issuers by:

(i) reducing the total amount of shares of a single
issue that may be placed or traded outside the
Russian Federation from 70 percent to 50
percent;

(ii) reducing the cap on foreign placement of
Russian shares, whether initial or a combination
of initial and secondary placement, from 70
percent to 50 percent; and

(iii) mandating that publicly offered shares and
secondary shares of Russian companies may be
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offered outside the Russian Federation only if they
are simultaneously offered in Russia.

Publicly offered shares are considered to be offered in
Russia if the conditions of their placement provide for
their trading on a Russian stock exchange or their offer
and sale by a Russian broker. Secondary shares are
considered to be offered in Russia if they are traded on
a Russian stock exchange or offered by a Russian
broker.

In the case of a secondary share placement, not more
than 50 percent of the shares offered in the territory of
the Russian Federation by the shareholder-owner of the
same may be offered abroad.

However, Russia’s blue chip companies may be
exempted from the narrowing of the rules in certain
respects. While the Foreign Issuance Order was pending
approval, the FFMS circulated a proposed Order on
Amendment of the Foreign Issuance Order (the
Amendment), further refining the Foreign Issuance
Order. The Amendment enters into force on 13 March
2010.

Russia’s Blue Chip Firms May Enjoy Certain
Exemptions From the New Restrictions

The Amendment provides that the requirements on (1)
the obligatory offer of shares outside of the Russian
Federation simultaneously with their offer in Russia and
(2) the 50-percent cap on foreign placement of Russian
shares do not apply to "A" category listed shares
on a Russian stock exchange offered outside Russia if
the following conditions are met:

(i) the application for FFMS’s consent to
placement and trading of Russian securities
outside of the Russian Federation is signed by the
issuer of the shares and by the depository holding
the shares;

(ii) the shares are to be offered outside of the
Russian Federation through placement and
trading of foreign securities;

(iii) the Russian shares are held by a Russian
depository (a qualified depository) that meets the
following requirements: (1) it has been providing
depository services for at least seven years, (2) it
has charter capital of at least 150 billion rubles,
(3) the market value of the securities held by the
depository in custodianship have a value of at
least 150 billion rubles and (4) no bankruptcy
proceeding or license suspension or revocation
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occurred in respect of the depository in the last
two years;

(iv) the foreign securities issuer has a deposit
account with the qualified depository; and

(v) the foreign securities issuer has agreed to
provide the Russian issuer, at least on a quarterly
basis, a list of the holders and owners of such
foreign securities indicating the number of
securities registered in their names.

The Amendment did not change the Foreign Issuance
Order requirement that the amount of shares offered
outside Russia through placement and trading of foreign
securities cannot exceed 25 percent of the issuer’s
shares of the same category.

For more information on the Foreign Issuance Order or
its Amendment, please contact your principal Squire
Sanders lawyer or one of the individuals listed in this
Alert.

L Order No. 09-21/n3-H of 10 June 2009 "On Adoption of Regulation on
the Procedure for the Issuance by the Federal Financial Markets Service of
Consents to the Placement and/or Trading of Issued Securities of Russian
Issuers outside of the Russian Federation".

2 Order No. 06-5/n3-H of 12 January 2006 "On Adoption of Regulation on
the Procedure for the Issuance by the Federal Financial Markets Service of
Consents for the Placement and/or Trading of the Issue-Grade Securities
of Russian Issuers outside of the Russian Federation" (as amended).

The contents of this update are not intended to serve as legal advice related to individual situations or as legal opinions
concerning such situations. Counsel should be consulted for legal planning and advice.
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