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Abstract: In dual classes share structure, the voting rights vest on founders through special
shares are more than those of ordinary shares, thus even founders hold a few shares, they can
control the corporations. Such structure helps founders to resist hostile takeovers, realize the
long-term value of corporations and fulfill their idiosyncratic visions. At the same time, such
structure may add the agency costs of corporate governance, and hurt the interests of ordinary
shareholders. The sunset provisions are useful to balance the interests of founders and ordinary
shareholders. In China, we have several types of sunset provision, such as directors losing their
capability to manage corporations, founders not controlling the special shares, the shift of corpo-
rate control and the ratio of founders’shares less than 10%, but there is room to improve. From
a practical standpoint, it is not good time to enact time-type sunset. It is unreasonable to allow
founders to enjoy super voting rights only when they act as directors. When founder transfer the
special shares to other founders, special shares shall not be changed to ordinary shares. Charts
can allow the founders to transfer the special shares to their heirs or family trusts. Only founders
permanently and irrevocably authorize others (not other founders) to vote, their special shares
shall be changed to ordinary shares.

Key Words: dual classes share structure, founder, idiosyncratic vision, sunset provisions
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