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Abstract: Related-party transactions are a normalized and common phenomenon in corporate practice.
Based on the principle of rights of a company to survival and development, courts should adopt judicial policies
of taking advantage of the situation and eliminating disadvantages, efficiently adjudicate disputes over the
validity of related-party transaction contracts in accordance with the law, and implement the liability for damages
of the counterparty to a related-party transaction to the company, and the company's right of disgorgement over
the improper gains of the directors, supervisors and senior executives. In order to promote the marketization,
transparency, legalization, fairness and rationality of related-party transactions, it is recommended that the
judicial interpretations of the new Company Law introduce innovations in adjudication rules and make the
following institutional designs: First, a company is allowed to file a lawsuit, requesting the court to confirm
that the related-party transaction contract is not formed or invalid, or to request cancellation of the contract
on the grounds that related-party transaction violates the requirements of fair consideration, transparent
information, and rigorous procedure as provided by the Company Law and the articles of association
of the companies. Second, where the disputed related-party transaction should be authorized by a
resolution of the shareholders' meeting or the board of directors, the related-party transaction contract
signed by the legal representative or agent without authorization and ratification is not formed, and the
company does not assume the obligation to perform the contract or the liability for compensation. The
counterparty has no right to file a lawsuit to request the company to assume obligation of performance
or liability for compensation on the ground that the related-party transaction constituted apparent
representation or apparent agency. Third, the company may invoke Article 22 of the Company Law to request
the court to confirm that the related-party transaction contract is invalid. Fourth, after the company files a lawsuit,
requesting the court to confirm that the related-party transaction contract is not formed or invalid or requests the court
to cancel it, if there are significant changes in market prices or the relationship between supply and demand, the
result of performance of the related-party transaction contract is favorable to the company, and the company applies
to withdraw the lawsuit, the court shall support it. Fifth, the company suffering from damage may exercise the right of
disgorgement over the improper gains obtained by directors, supervisors, and senior executives who breached their
duties of loyalty, and engage or facilitate improper related-party transactions.

Keywords: related-party relationships; related-party transaction contracts not formed;

maximization of company interests; right to claim; right of disgorgement
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