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On Judicial Review of Minority Shareholder Exercising
Veto Right: Based on MiLan Corporation Case

FAN Jian

Abstract: In close corporation, to prevent oppression from the majority shareholder, a
minority shareholder often demands one shareholder one right, the least shareholder number to
hold a shareholders meeting, supermajority requirement or unanimity on items shall be
approved by shareholders meeting. Thus, on different level, the minority shareholder can
exercise veto right on such items. But such rule provides huge room for a minority
shareholder’s opportunistic behavior. In MiLan Corporation case, the minority shareholder
wants to dissolve the corporation by using veto right, but what she can get from dissolution is
far more less than the price provided by the majority shareholder to buy her shares, which also
hurts the corporation itself and its stakeholders. Besides, the minority shareholder does not
provide any justified reasons to dissolve the corporation. This behavior is a typical example of
shareholders’ abusing rights which is prohibited by article 20 of Corporation Law. The court
shall decide to keep the corporation going on, meanwhile demand the majority shareholder buy
minority shareholder’s shares at reasonable conditions.

Keywords: Minority Shareholder; Veto Right; Shareholders’ Abusing Right; Buying Shares
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