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The Establishment of Review Standards for Connected
Transactions Involving Shareholders with Special Voting
Rights

Yu Zhongcheng
Shanghai University of Political Science and Law, Shanghai

Abstract: Under the current legal framework, connected transactions conducted by shareholders with special voting
rights in a dual-class share structure may harm the interests of the company and ordinary shareholders, yet the review
standards remain insufficient. Traditional review standards for connected transactions fail under the “one share, multiple
votes” structure, as both the board of directors and the shareholders’ meeting are substantially controlled by shareholders
with special voting rights. To address this dilemma, shareholders with special voting rights should bear fiduciary duties
under the Company Law, requiring them to prioritize the overall interests of the company, ensure the substantive fairness
of transactions, and avoid oppressing ordinary shareholders. Based on this, the review standards should be restructured
as follows: before a major connected transaction is concluded, ordinary shareholders shall jointly engage an independent
third-party institution to conduct a pre-assessment; if the transaction is challenged or the assessment is deemed unfair,
an interim review by the shareholders’ meeting shall be initiated, adopting a “dual majority vote” standard. At the same
time, different rules for the burden of proof should be established depending on whether the transaction has undergone
shareholders’ meeting review, and it should be clarified that the business judgment rule does not apply to shareholders
with special voting rights. The aim is to construct a new review mechanism that balances the restraint of power abuse
with respect for control rights, and ensures the substantive fairness of transactions.

Key words: Special voting rights; Fiduciary duties; Connected transactions
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