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Shareholder Disqualification and the Systematic Restoration of Subscribed Capital
Credibility
Zhao Yu

Abstract: The core function of shareholder disqualification is not merely to sanction individual
shareholders who have defaulted on their capital contributions, but more fundamentally, to achieve
the systematic restoration of capital credibility with the company as the primary actor. In terms of
its systemic positioning, shareholder disqualification should not operate in isolation; rather, it
should be integrated with rules on calls for contributions, predecessor shareholder liability,
simplified capital reduction, and liability of other shareholders to produce a systemic effect.
Shareholder disqualification takes effect externally upon public notice, at which point the
disqualified equity is recovered by the company, initiating the systematic restoration process of the
company's capital credibility: the disqualified equity is disposed of through public auction, and the
proceeds are used exclusively to cover the defaulted contribution; if no bid is made, the
predecessor shareholders' supplementary liability is triggered; if the shortfall cannot be fully
covered, the company shall rely on the objective price formed through the auction as the basis for
a simplified capital reduction to eliminate fictitious registered capital. If, within six months from
the date of public notice, the shortfall has not been covered by the proceeds from the equity
transfer or the fictitious capital has not been eliminated through a simplified capital reduction, the
other shareholders shall bear proportional contribution liability. In this way, shareholder
disqualification transitions from a tool for holding individual shareholders accountable to a
systematic mechanism for restoring corporate capital credibility, supported by the integrated
sequential chain of disqualification resolution, auction, predecessor supplementary liability,
simplified capital reduction, and proportional contribution liability of other shareholders.
Keywords: shareholder disqualification; right of formation; order of liability; capital credibility;
simplified capital reduction
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