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The Application Dilemma and Systematic Adjustment of the Shareholder

Disqualification System

Zhao Deyong

Abstract: The 2025 Judicial Interpretation of the Company Law (Draft for Comments) has failed to
resolve numerous application dilemmas of the Shareholder Disqualification Regime in terms of judicial
citation and statutory logic. To address this, the breakthrough lies in correcting the cognitive biases in existing
research regarding the functional positioning of the Shareholder Disqualification Regime. At the functional
positioning level, the judicial interpretation of the Company Law should adhere to the front-end functional
orientation of safeguarding corporate capital security based on the capital determination principle and the
back-end effect orientation of punishing shareholders with defective capital contributions. Furthermore, it
should retain the Shareholder Expulsion Regime as a relatively independent system compatible with the
Shareholder Disqualification Regime. At the level of systematic adjustment, the judicial interpretation of
the Company Law should, first, exclude the withdrawal of contributed capital from the triggering conditions
of the Shareholder Disqualification Regime while incorporating irregularities in non-monetary capital
contributions into such conditions. Second, it is necessary to refine the implementation procedures of the
Shareholder Disqualification Regime, clarify the subject responsible for advancing the disqualification
procedure and the criteria for judging directors’ performance of duties, and adhere to the principle that
shareholder disqualification takes effect upon the issuance of the disqualification notice. Finally, it should
improve the liability allocation plan for disqualified equity, that is, specify the specific scope of compensation
liability for damages to be borne by disqualified shareholders, stipulate that compliant shareholders shall not
be liable for damages to creditors, and refine the definition criteria for directors’ “being liable”.

Keywords: Shareholder Disqualification Regime; Application Dilemmas; Triggering Conditions;

Procedural Mechanism; Liability Allocation
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