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Abstract

This paper analyzes the legal issues related to a typical case of significant capital insufficiency
leading to denial of legal personality tried by the Supreme People’s Court. In the first part, it in-
troduces the basic facts; in the second part, it combs out the facts ascertained by the court and the
application and interpretation of relevant laws and regulations, trying to interpret the main legal
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issues of the case; in the third part, it analyzes the theoretical basis of the judgment result. This
paper discusses the validity of the contract, the nature of the behavior of the relevant company,
the factors of determining the denial of corporate personality due to significant capital insuffi-
ciency and the criteria for determining the denial of corporate personality due to significant capi-
tal insufficiency, and finally puts forward some suggestions on the application of this system in
judicial practice. The case belongs to the significant capital shortage as stipulated in the “The
Summaries of the National Conference for Work of Courts on the Trial of Civil and Commercial Cases”,
and the Supreme People’s Court made the final judgment in accordance with the third paragraph
of Article 20 of the Company Law that the shareholder Z shall bear joint and several liability for
the company’s debts within the scope of its transferred funds, which is a precise application of the
denial system of corporate personality.
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