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On the Separation between Voting Rights and Shares
Ownership and Its Legal Regulation
Li Anan

Abstract: Under the impact of financial innovation the rule of prohibiting separation between
voting rights and shares ownership has been broken. Empty voting and hidden/morphable ownership are
mainly performance of the separation between voting rights and shares ownership which leads to failure
of shareholder voting system as the core mechanism of corporate governance. The implementers of the
separation are market —driven institutional investors the behavioral manifestations of the separation
include contract behavior and technical operation behavior and the liability mechanism of the separation
include contract liability and tort liability. In order to maintain legal order of capital market and achieve
competitive balance between financial innovation and corporate governance we need to introduce the
concept of co—regulation during the process of regulating the separation between voting rights and shares
ownership reasonably deploy contract regulation and public rights regulation establish legal provisions
of limiting or depriving voting qualifications recovering improper benefits and fiduciary duty towards
institutional investors and establish information disclosure guidelines with substance doctrine.

Keywords: financial innovation; separation between voting rights and shares ownership; empty

voting; hidden/morphable ownership
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