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Abstract

The subjects involved in related-party transactions typically occur between affiliated enterprises.
Affiliation, as statutorily defined in the “Company Law”, encompasses relationships between the
company’s controlling shareholders, actual controllers, directors, supervisors, senior management,
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entities directly or indirectly controlled by them, and other relationships that might lead to the
transfer of company interests. Legislation addressing the intricate issues of damages compensa-
tion disputes appears excessively abstract and vague, lacking specificity to effectively address the
problems. In current judicial practice, certain major shareholders, actual controllers, and key man-
agement personnel exploit their affiliation with the company and their controlling positions, com-
pelling the company to engage in disadvantageous transactions with themselves or other related
parties, aiming to misappropriate company funds, shift risks, and unlawfully profit for improper
purposes, severely damaging the legitimate rights and interests of the company, minority share-
holders, and creditors. Therefore, within the purview of company law, the exploration of remedial
paths for unfair related-party transactions primarily involves two avenues: liability for damages
due to unfair transactions and the denial of effectiveness.
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Figure 1. Distribution of the number of cases involving unfair trade practices from 2018 to 2023
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