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On the Rules for Excluding Enforcement in Execution Objection
Suits of Dormant Shareholders

SHAN Zuguo WANG Yuying

Abstract: In a third-party objection lawsuit against enforcement, the question of whether
a dormant shareholder possesses civil rights and interests sufficient to exclude enforcement is
subject to two opposing doctrines: the affirmative theory and the negative theory. Underlying
this divergence is a clash of legal values between reliance protection under the commercial
rechtsschein theorie, the demand for clarity and predictability in legal order, and substantive
justice that prioritizes economic realities. The core issues in such lawsuits center on two
aspects: the nature of rights and interests held by the dormant shareholder in the subject
property, and whether creditors of the nominal shareholder qualify as bona fide third parties.
To address these issues, it is essential to examine foundational legal doctrines, including the
rules governing equity transfer and the rechtsschein theorie. Before obtaining equity, the
dormant shareholder merely holds contractual claims against the nominal shareholder and
therefore lacks possessory rights sufficient to block enforcement. Once the dormant
shareholders obtain equity, their claim to exclude enforcement shall generally prevail, except
in the following circumstances: where creditors extend credit in reliance on the ostensible
ownership of the nominal shareholder; where creditors act as bona fide purchasers in equity
transactions; or where creditors hold perfected security interests over the equity interests.
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