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Abstract

The 2023 revision of China's Company Law formally established the shareholder disqualification
system for limited liability companies, addressing the practical need to mitigate the dilution of shareholder
capital contribution obligations under the subscribed capital regime. As a newly introduced capital regulation,
shareholder disqualification system involves complex legal relationships among shareholders, the company,
and its creditors, with far-reaching implications that may "affect the whole system by moving a single part."
Against the backdrop of the new law and from the perspective of interpretive theory, this thesis focuses on
Articles 51 and 52 of the revised Company Law, conducting an in-depth analysis and discussion of the
foundational theory of the shareholder disqualification system, its substantive and procedural application,
and its coordination with other corporate law mechanisms. The thesis is divided into four chapters, with the
core content as follows:

Chapter 1 elucidates the fundamental differences between shareholder disqualification and shareholder
expulsion from a comparative law perspective, with a focus on delineating their distinctions in institutional
functions, applicable requirements, and legal effects. This conceptual clarification establishes a precise
framework for subsequent research. It then delves into the jurisprudential basis of the disqualification system,
critically analyzing the theoretical limitations of the 'contract termination theory' and the 'corporate
disciplinary theory, ' while proposing a comprehensive interpretive approach that integrates contractual logic
with collective legal principles. Finally, it returns to the institutional origins, justifying the functional
orientation of the disqualification system from three dimensions: capital adequacy, shareholder equality, and
commercial efficiency.

Chapter 2 delves into the substantive rules of the shareholder disqualification system. Regarding the
grounds for application, it argues that significant undervaluation of non-monetary contributions should be
included within the scope of disqualification, while clarifying that capital withdrawals, governed by an
independent regulatory framework, should not trigger disqualification. As for legal consequences, concerning
disqualified shareholders, it advocates for the rationality of the "proportional disqualification" principle and
constructs a liability framework where "disqualification does not exempt contribution obligations." This
framework distinguishes three disposal pathways —equity transfer, capital reduction/cancellation, and
supplementary contributions by other shareholders—and specifies the residual liabilities of disqualified
shareholders in each scenario. Regarding the company, upon disqualification, it must promptly dispose of the
forfeited shares in accordance with the law. As for other shareholders, the scope of liable "other shareholders"
must be strictly defined based on the "date the disqualified shareholder's contribution fell due."

Chapter 3 focuses on optimizing the procedural rules for shareholder disqualification. It proposes that



the demand for payment should be resolved by the board of directors, leveraging directors' fiduciary duties
to ensure compliance and prevent ambiguity in accountability. The grace period should be set at "no less than
60 days and no more than the remaining subscription period" to prevent regulatory inefficacy. As for the
decision-making body, a "board-led, shareholder-meeting-intervention-as-exception" mechanism should be
established, requiring recusal of the defaulting shareholder and affiliated directors. Concerning equity
disposal procedures, a "transfer-first, reduction-second" hierarchy is proposed to balance efficiency and
interpersonal trust. Capital reduction resolutions must exclude disqualified shareholders' voting rights and
pass by a two-thirds majority of remaining shares to avoid deadlock.

Chapter 4 employs systematic interpretation to clarify the coordination between shareholder
disqualification and other legal mechanisms. It affirms that disqualification applies when accelerated
contribution obligations are triggered, and the interplay between these systems can establish a more efficient
framework for enforcing shareholder obligations. For equity transfers: In unexpired subscriptions, the
"disqualification-first, supplementation-second" principle resolves conflicts with transferors' supplementary
liability; In expired subscriptions, the "disqualification-first, joint-and-several-liability-second" principle
applies, stripping the transferee's equity while holding the transferor and transferee (if aware) jointly liable
for unpaid contributions. Regarding conflicts between promoters' joint liability and other shareholders'
supplementary contribution obligations post-disqualification, a "joint-liability-first, supplementation-
second" sequence is constructed, requiring the company to prioritize claims against founding shareholders to

avoid overburdening non-founding shareholders.

Key words: call for contribution; shareholder disqualification; capital contribution obligation; subscribed

capital regime; capital maintenance
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