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OH SNAP! TECH FIRM’S IPO BREAKS SHAKY NEW GROUND IN 

OWNERSHIP RISK 

In a first for a US initial public offering (IPO), Snap Inc is offering only non-voting shares to 

public investors. While only 14% of the Software & Services constituents of the MSCI ACWI 

Index have a Controlling Shareholder—just 7% in the entire ACWI—nearly half of those 

(45%) utilize multiple share classes. While all ten of these controlled Technology firms have 

at least one stock class worth 10 votes per share, only one firm’s controlling shareholder 

holds more voting power than Snap’s co-founders (VMware). Most importantly, Snap is the 

only company among this subset that does not offer its minority investors a say in 

company matters (see Figure 1). 

Figure 1: Software & Services Ownership Profiles 
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Snap US 0.0%* 88.7% 0 0.0% 1 4.1% 10 95.9% 

VMware US 2.6% 97.4% 1 4.0% 10 96.0% n/a n/a 

YY China 16.5% 83.5% 1 16.5% 10 83.5% n/a n/a 

Workday US 18.0% 82.0% 1 13.2% 10 86.8% n/a n/a 

Weibo China 21.6% 78.4% 1 21.6% 3 78.4% n/a n/a 

First Data US 27.4% 72.6% 1 2.5% 10 97.5% n/a n/a 

Facebook US 39.9% 60.1% 1 29.7% 10 70.3% n/a n/a 

Zillow Group US 45.5% 54.5% 1 46.2% 10 53.8% n/a n/a 

Baidu China 46.2% 53.8% 1 26.6% 10 73.4% n/a n/a 

Alphabet US 47.5% 52.5% 1 37.3% 10 62.7% 0 0.0% 

*While there are other voting shares not held by Snap’s co-founders, they are explicitly not available to the public. 

Source: MSCI ESG Research 
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While there is some precedent where Tech firm IPOs are heavily controlled by founders 

through multiple class share structures—think of firms like Alphabet and Facebook—Snap is 

the only one to offer its public investors no voting power. In fact, as the firm disclosed in its 

IPO filing, “Although other US-based companies have publicly traded classes of non-voting 

stock, to our knowledge, no other company has completed an initial public offering of non-

voting stock on a U.S. stock exchange.” 

Snap’s ownership profile presents two significant governance risks: 1) investors in the 

company’s class A stock will have no say in company matters, no rights to elect board 

directors, and no say on the company’s pay policies and 2) the company’s co-founders’ 

voting privileges, executive positions, and board seats give them complete control over the 

company. 

The non-voting shares will effectively make Snap a private company. The only shares 

available for public purchase have no voting rights. Snap’s tri-class stock structure provides 

its co-founders—CEO Evan Spiegel and CTO Robert Murphy—with 89% of the total voting 

power over all matters requiring stockholder approval, including the election of directors 

and significant corporate transactions. In fact, even if one or both of the co-founders’ 

employment is terminated, they will continue to have the ability to exercise the same 

significant voting power. Moreover, in the event of death or incapacity, the other will gain 

control. Despite their firm grip, no contingencies or succession plans have been disclosed. 

 

Additionally, since Snap is classified as an “emerging growth company,” as defined by the US 

JOBS Act, the company is not required to have its internal control over financial reporting 

audited by an independent registered public accountant under Section 404 of the Sarbanes- 

Oxley (SOX) Act. Lack of assurances around Snap’s financial health paired with inability of 

public investors to influence strategic decisions at the firm produce an unsettling mixture. 

 

 

 

 

MSCI ESG Research initiated coverage of Snap Inc. on February 27, 2017, with a rating of ‘B.’ 

In addition to high levels of governance concerns, Snap is facing challenges in upholding its 

strong privacy commitment as its flagship application Snapchat adds features that allow for 

personal data storage and retention, making Snap a more prominent target for cyber-

attacks and government requests for data access. Overnight increase in personal wealth for 

employees owning equity in the firm paired with rapid expansion in the overall employee 

pool could impact the structure and the culture of the company, adding more hierarchical 

layers that are not common for start-up cultures. 
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