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Abstract ; Article 23 of the Company Law has not yet comprehensively and systematically recognized the reverse veil —
piercing rule; it only contains elements of reverse veil — piercing in the consolidated veil — piercing rule for corporate groups
introduced in paragraph 2. Based on the principles of good faith, fairness, and prohibition of abuse of rights, the legitimacy
of the reverse veil — piercing rule should be recognized, while maintaining a high degree of restraint in its application. Giv-
en that Article 7 of the Judicial Interpretation on Enterprise Restructuring fails to link subsidiary liability to the parent com-
pany’ s abuse of corporate personality, it is advisable to incorporate “unconditional satisfaction of parent company debts by
the subsidiary” into the scope of reverse veil — piercing. Even when applying the reverse veil — piercing rule, courts should
minimize its adverse effects. Courts must strictly adhere to the constituent elements, including the fault of personality confu-
sion, the fact of infringement, the resulting damage, and the causal relationship, exhaust other legal remedies, and respect
the corporate right to survival and development. Courts should prioritize exhausting standard alternative remedies for creditor
protection, including enforcement against equity interests, subrogation rights, rescission rights, agency rules, vicarious lia-
bility, joint tort liability, guaranty liability, and debt assumption. To prevent the moral hazard of shareholders prioritizing
profit over integrity, China should recognize external reverse veil — piercing while, in principle, disallowing internal reverse
veil — piercing.

Key Words: exireme exceptional rule; exhaustion of alternative remedies; consolidated veil — piercing; shareholder e-
quality; creditor equality
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(1) Kingston Dry Dock Co. v. Lake Champlain Transportation Co. ,31 F.2d 265(2d Cir. 1929).
(2) W.G. Platts, Inc. v. Platts ,298 P.2d 1107 ( Wash. 1956).
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(3] Shamrock Oil & Gas Co. v. Ethridge, 159 F. Supp. 693 (D. Colo. 1958).

(4) In re Phillips,139 P.3d 639,643 ( Colo.2006).

(5] Olympic Capital Corp. v. Newman,276 F. Supp. 646 (C. D. Cal. 1967) ; Divco — Wayne Sales Fin. Corp. v. Martin Vehicle
Sales,Inc. ,195 N. E. 2d 287 (1ll. App. Ct. 1963).

(6] “Central Nat”l Bank & Trust Co. of Des Moines v. Wagener,183 N. W.2d 678 (Towa. 1971).

(7] Litchfield Asset Mgmt. Corp. v. Howell ,799 A.2d 298,312 ( Conn. App. Ct.2002).

(8] In re Phillips,139 P.3d 639,641 ( Colo.2006).

(9] State v. Easton,169 Misc. 2d 282,288 647 N. Y. S.2d 904,908 ( Sup. Ct. Albany Cnty. 1995).

(10) Towe Antique Ford Found. v. IRS,999 F.2d 1387,1390(9th Cir. 1993).

(11) Cascade Energy & Metals Corp. v. Banks,896 F.2d 1557,1577(10th Cir. 1990).

(12) G. M. Leasing Corp. v. United States,514 F.2d 935(10th Cir. 1975) ,429 U. S.338(1977).

(13) Valley Finance, Inc. v. United States,629 F.2d 162,172(D. C. Cir. 1980).

(14)  United States v. Scherping, 187 F.3d 796,803 (8th Cir. 1999).

(15) Earp v. Schmitz,79 N. E. 2d 637,641 (Ill. App. Ct. 1948) ; U. S. Gypsum Co. v. Mackey Wall Plaster Co. ,199 P. 249,252
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(16] Roepke v. Western National Mutual Insurance Co. ,302 N. W.2d 350,353 ( Minn. 1981).
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T3 ARG EEFR SR 45 L1970 ANad, AR 1) # 20 AR IR T AR 4B 20 o 2255002 e 41 91 B 1At 1 4
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A PUMNEREAE 12 52 BL & i 45 2wl VRl 5g 74 i3 7 57K 55 22 Rl 587 (Transamerica Cash Reserve v. Dixie

(17) Cargill, Inc.v. Hedge,375 N. W.2d 477 (Minn. 1985).

(18] Gugino v. Clark’ s Crystal Springs Ranch,LLC (In re Clark),525 B. R. 107 ( Bankr. D. Idaho 2014 ) ; Butler v. Candlewood
Rd. Partners, LLC(In re Raymond ), 529 B. R. 455 ( Bankr. D. Mass. 2015 ) ; Dzikowski v. Friedlander (In re Friedlander Cap. Mgmt.
Corp. ) ,411 B. R.434(Bankr. S. D. Fla. 2009) ;In re Howland,516 B. R. 163 ( Bankr. E. D. Ky. 2014) ;In re Petters Co. ,561 B. R.738
(Bankr. D. Minn. 2016).

(19] Cabrera v. JBS USA,LLC,568 S. W.3d 865,873 (Ky. Ct. App.2019).

(20] Terry v. Yancey,344 F.2d 789,790 (4th Cir. 1965) ; Messick v. PHD Trucking Serv. ,Inc. ,678 P.2d 791,794 - 95 ( Utah
1984).

(21] Feldman v. Trs. of Beck Indus. (In re Beck Indus. ) ,479 F.2d 410,418 (2d Cir. 1973).

(22] Connolly v. Englewood Post No.322 VFW of the United States,Inc. (In re Phillips) ,139 P.3d 639,644 - 45( Colo.2006).

(23) Michael J. Gaertner, Reverse Piercing the Corporate Veil; Should Corporation Owners Have It Both Ways?,30 William and
Marry Law Review,667,678(1989).

(24) Stephen M. Bainbridge, Abolishing Veil Piercing,26 Journal of Corporate Law,479,(2000).

(25) Gregory S. Crespi, The Reverse Pierce Doctrine ; Applying Appropriate Standards, 16 Journal of Corporate Law,33,(1990) ; Mi-
chael J. Gaertner, Note, Reverse Piercing the Corporate Veil ; Should Corporation Owners Have it Both Ways?,30 William and Marry Law
Review,667,(1989).

(26) Postal Instant Press,Inc. v. Kaswa Corp. ,77 Cal. Rptr. 3d 96,98 ( Ct. App.2008).

(27) Acree v. McMahan,585 S. E.2d 873,874 (Ga.2003).

(28) TMX Finance,LLC v. Goldsmith,833 S. E. 2d 317 ( Ga. Ct. App.2019).

(29] Mclntyre v. Nice,No. CV -99 —727,2001 WL 1708832 ( Me. Super. Ct. 2001).
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(30] Transamerica Cash Reserve,Inc. v. Dixie Power & Water,Inc. ,789 P.2d 24 ,26( Utah 1990).

(31] In re Hess,618 B.R. 13,21 (Bankr. D. N. M. 2020).

(32] Addison v. Tessier,65 N. M. 222,335 P.2d 554 (N. M. 1959).

(33) 1In re Howland,516 B. R. 163,167 ( Bankr. E. D. Ky. 2014 ) ; Turner v. Andrew,413 S. W.3d 272,277 n.4(Ky.2013).

(34) Kurtis A. Kemper, Annotation, Acceptance and Application of Reverse Veil — Piercing—Third — Party Claimant,2 A. L. R. 6th
195 §3(2005).

(35) Cascade Energy & Metals Corp. v. Banks,896 F.2d 1557,1577(10th Cir. 1990).

(36) M7 45 (RRA MG R4 1] (B LAt ) - 28 I ORI Il & 0) , (N IR i B 41 ) 2024 4K 8 1 29 H L5 7 Jite
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A NA TG RM G, RS TRE N A 7 TR 2R HIEW S E . CAFRIR, WA R AR T4,
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PEREAT LI, A RESEBUHAE I H A —H AR, IS AR ASIEUE I £ 2 WA AR M 28 W 7 M 57 A BEAR
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