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Abstract; The main contradiction in the corporate governance in China is the contradiction between
controlling shareholders and minority shareholders. The major defects in the current corporate govern-
ance system in China include the serious disconnection between the legal subjects and actual subjects
of corporate governance and the failure to bring controlling shareholders into the scope of corporate
governance and the failure to impose corresponding legal regulations on them. This paper proposes
that an important direction of corporate governance in China is to build a governance structure and
mechanism with the controlling shareholders as the core, conform to the actual equity structure and
corporate governance practice, design scientific, reasonable and systematic legal rules on the exercise
of controlling power by controlling shareholders to ensure the lawful exercise of such power, and give
full play to the unique positive role of controlling shareholders in corporate governance. The first and
foremost purpose of corporate governance is to curb the abuse of the controlling power by the control-
ling shareholders, while at the same time reasonably guide and regulate the exercise of such power.
The authority representation mechanism proposed in this paper in which the controlling shareholder is
entitled to solely exercise the power of shareholders’ meeting is an important way to innovate Chinese
corporate governance system and regulate the exercise of controlling power.

Key Words: corporate governance, controlling shareholders, abuse of right, majority rule, fiduciary

duty
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