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Abstract

Observing corporate governance practices and rule changes worldwide, it has
always been a consensus of the majority of countries to regulate corporate control in
accordance with laws as a core issue. Accompanied by the rapid development of
China’s capital market, there are a large number of corporate control’s illegal run
and interest-damaged minority shareholders in listed companies which increase fast
in the number. It constitutes the topic’s practical significance and theoretical value
to address practical problems urgently and make rules scattered-inefficient and
expect theoretical study diverse. However, it is a hardly possible task to use any
foolproof strategy in keeping control of listed companies operated in accordance
with laws forever. In order to consolidate micro-foundation of capital market,
enhance listed companies’ capital-credit capability, lead more social-free capital to
participate in optimal allocation of resources, and then promote healthy
development of the country’s economy, it is clearly necessary and feasible to
classify and integrate the regulated strategies of listed companies” control after the
comparison of different countries’ rules. In this regard, the book attempts to restore
and show the dynamic complete picture of the legal regulation of listed companies’
control by observing systematically separate with each other but interrelated three
running aspects—competition, trade, exercise of listed companies’ control. And
such a system of rules will also continue to be optimized and improved depending

on the development of securities markets. Minority shareholders as the owner of the
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listed companies is the subject whose rights and interests are damaged most
common and most serious in the corporate governance model of different
ownership, and at the same time they also have the strongest subjective aspirations
of effective legal protection. Based on the above-mentioned, the book reinterprets
the strategies which regulate control of listed companies, gets relationship of
different strategies to interact mutually, finally achieves balance of individual
interests in corporate field and reshaped individual standard in corporate law.

In addition to the introduction and conclusion, the book is divided into four
chapters, the basic contents are as follows:

Chapter 1 is “ Basic principles of legal regulation of listed companies’
control”. It systematically discusses the ontological theory of corporate control, the
pros and cons, the regulatory framework of listed companies’ control (run). From
the structural arrangements of full text, this chapter is the logical premise that the
later chapters can commence. Specifically, the chapter first analyzes corporate
control from the legal definition, legal nature and legal status with the conclusion
that corporate control in the narrow sense refers to the ultimate exclusive influence
which dominates corporate resources, decides company whether to exist, belongs to
diverse subjects, runs practically, performs in different patterns. In essence it
embodies one kind of private right with power color, and possesses simultaneously
the legal property of contractual right and proxy right. And, as a new right form,
corporate control has many criss-cross correlations with ownership, equity and
operate right so that they may coincide to each other while they may be far away
from each other with the relevant parameters already changed. And then the
chapter analyzes the possible pros and cons, that is, included value factor and
caused real risk during the run of listed companies’ control. Typically, the former
includes: consolidating the base of democracy, reshaping decentralization
mechanism; regulating the transfer of corporate right, optimizing corporate
governance ; exercising corporate right legitimately, contributing to capital-credit

effect. Contrary to the former, the latter is expressed as: any other rights can’t
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equal to corporate control which is dominant in company governance itself;
corporate control is transferred inefficiently just for profits; the wanton abuse of
corporate control tends to be treachery. Next the chapter shows some instances
about the control operation of listed companies in China in recent years. Finally
the chapter establishes regulatory framework of listed companies’ control with
minority shareholders protection as target, standardized running as regulatory
principle , running structure as regulatory system.

Chapter 2 is “ Legal regulation of competing for listed companies’ control”.
This chapter first analyzes basic questions in competing for corporate control, and
then focuses on proxy solicitation as mechanism in competing for listed companies’
control. As far as competing for corporate control is concerned, its essence lies in
competing for shareholders’ voting rights; its limit is voting rights exercise
mechanism established by legislative process of one country, with relative stability ,
forced to accept by shareholders; its mechanisms include proxy voting rights,
Voting Trust and voting rights with binding agreement. However, only proxy
solicitation is usually applied to competing for listed companies’ control as
mechanism. In practice the majority of proxy solicitation behaviors are based on
the election of directors, that is, the company’s power management or the
company’s shareholder group without power collects attorney of voling rights as
much as possible for the purpose of keeping or competing for corporate control.
Therefore, the proxy solicitation is also known as competing for corporate control.
Its existence, is not only good at expanding company’s democracy, but also helps
to optimize corporate governance. Legislatively, the rules about scope of the
collecting subject, definition of the collecting behavior and obligation of the
collecting subject constitute the basic system structure of proxy solicitation. The
system in China developed in the spontaneous practice of relevant subjects in the
securities market and operated inefficiently. The author believes that Legislative
inefficiency leads to the result. Actually, SFC is supposed to develop specific rules

in the form of departmental rules for proxy solicitation which exists in operational
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practice field and needs regulations as specific-detailed as possible.

Chapter 3 is “Legal regulation of listed companies’ control trade”. Issues
explored include theoretical interpretation, agency problems, regulation strategy of
corporate control trade, and the merger subject’s information disclosure
obligations, the controllers’ fiduciary duties of target company. Specifically, this
book is ready to use the term *“ corporate control trade” in a narrow sense, so
corporate control trade is directly defined for company acquisition. In fact, most
scholars agree on this viewpoint. The agency problems of corporate control trade
are mainly divided into three categories, namely, the merger subject forces the
minority shareholders in the inefficient judgment of target company to accept the
low-priced offer; controlling shareholders of target company unfairly squeeze the
minority shareholders of target company just for self-serving purpose; controlling
operators of target company represent the minority shareholders of target company
as agent based on the self-serving motives; To address these agency problems, the
law could resort to information disclosure strategy and fiduciary duties strategy. As
for the merger subject’s information disclosure obligations, they must obey
“authenticity, completeness, timeliness” standard when disclosing information. At
the same time, potential acquisitions, the tender offer acquisitions, the agreement
acquisitions should strictly abide by the relevant provisions of China Securities
Act, the acquisition management approach of listed companies. As for the
controllers’ fiduciary duties of target company, it’s an important part to identify the
controllers of target company whether to violate fiduciary duties in improving and
refining our acquisition legislation of listed companies.

Chapter 4 is “ Legal regulation of listed companies’ control exercise”. Issues
explored include situation review of control exercise, elements to determine and
regulatory path against control abuse, regulation of control abuse in listed
companies according to fiduciary duties path and shareholder litigation path. Long
words, control abuse in listed companies is ubiquitous in the world, the

determining element consists of four parts, that is, actors, the purposes of
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conduct, behavior performances and behavioral consequences, and there are two
regulatory path-fiduciary duties path and shareholder litigation path. As for the
regulation of abuse of listed companies’ control under fiduciary duties path, this
book attempts to cut from the legitimacy of jurisprudence basis of the fiduciary
duties, and explore the judicial practice way of duty of loyalty and due diligence
obligations on the basis of analyzing the factor structure of fiduciary duties. As for
the regulation of abuse of listed companies’ control under shareholder litigation
path, the book first assesses the function of shareholder litigation, and then
analyzes the entity basis of shareholder litigation, finally views Chinese current

legislation of shareholder litigation.
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