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The Normalization of Treasury Stock in the Organic Law and

Its Coordination with the Company Capital Regime
Chen Jingshan

( Ciwil  Commercial and Economic Law School ~China University of Political Science and Law Beijing 100089  China)

Abstract: The 2018 Amendment to Article 142 of the Company Law ( { )) introduced the treasury
stock system in a limited manner restricted it to such cases as equity incentives convertible bonds and
corporate value enhancement and required the transfer or cancellation of treasury stocks after three years

thus normalizing the treasury stock system at the level of the organic law. Under the three principles of capital

this amendment distinguished between capital decision and operational decision on share repurchases on the
basis of policy legislation distinguished between the power of the general meeting of shareholders and the
power of the board of directors and followed the regulation of financial resources. The Draft Amendment of the
Company Law ( ¢ ( ) )) published in December 2021 followed the content of the 2018
Amendment but introduced the financial support system for the distribution regime the authorized capital
system for the issuance regime the no-par value share regime and the simplified merger and simplified
capital reduction regime for the restructuring regime. Thus the share repurchase system should further sort out
the legal structure at the legislative level and the systemic convergence of the capital regime in accordance
with the purpose of share repurchases the financial resources and the specific functions of the transfer of
treasury shares including reissuance and clarify the protection of the interests of shareholders and creditors.

Key words: treasury stock; share repurchase; capital regime; issuance; normalization of organic law



