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Research on Adjudicative Rules Concerning Transferor (Shareholder)
Liability in Equity Transfers with Unexpired Contribution Periods: A
Perspective from Article 88(1) of the Revised Company Law of China

DU Zewei WU Yue

Abstract: Article 88(1) of the 2023 revised Company Law introduces a supplementary
liability rule for transferors in equity transfers with unexpired capital contribution periods,
requiring them to compensate for transferees’ unpaid capital obligations. This provision balances
shareholders’ term interests and creditor protection under China’s capital subscription system,
addressing legislative gaps in liability allocation. However, its implementation has sparked judicial
disputes over applicability criteria. From a hermeneutical perspective, this study analyzes the rule’s
jurisprudential basis and operational challenges. The transferor’s liability stems from capital
maintenance principles and statutory capital obligations, featuring secondary liability, and limited
scope. Application should differentiate transferors’ bad faith and debt formation timelines, while
considering transaction pricing and transferees’ solvency, rather than adopting rigid standards. This
balanced approach safeguards legislative objectives against equity transfer abuses while ensuring
systemic coherence in capital regulation. The application of legal rules cannot be simple and
mechanical without distinguishing specific circumstances.

Keywords: Unexpired Equity Transfer; Unexpired Capital Contribution; Liability Allocation;

Transferor; Supplementary Liability

(FTfEREE: BRA EAF)

113





