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Deprivation of Shares in China’s New Company Law

Peng Bing

[ Abstract ] The new Company Law provides for the shareholders’ disqualification
system in Article 52. The system of deprivation of shares is a punitive measure for
shareholders who have not fulfilled their capital contribution obligations, forcing them to
actively fulfill their capital contribution obligations through the threat of confiscation of
their shares. Such a system suffers from the problem that it is not sufficiently punitive
for the shareholders who have lost their shares, and it may even be abused by some
shareholders as a tool to evade their capital contribution obligations. At the same time,
this system adds the obligation of other shareholders to fill the capital contribution, i e. ,
when the defaulting shareholding cannot be transferred or the capital reduction is
cancelled, the other shareholders have the obligation to fill the capital contribution
proportionally. This new obligation of shareholders directly negates the limited liability in
the corporate system and should therefore be used with caution in the future. This paper
suggests that in the interpretation of Article 52, it be necessary to carry out certain
expansion in order to strengthen the punishment of the shareholders in default, and that
in the application of Article 52, it be necessary to emphasize the fiduciary duty of the
directors, and to apply it cautiously to prevent it from becoming a channel for the
shareholders to evade the obligation of capital contribution. In this way, it can balance
the interests of all parties and realize the legislative purpose of strengthening the
responsibility of shareholders to make capital contributions.

[ Key words ] deprivation of shares, capital enrichment, capital contribution

liability, limited liability



