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Application of Legal Personality Denial System of the Corporate Law

in the Case of “Significant Undercapitalization”
XU Ming—yue, ZE Jun—ru
( Southwest University of Political Science and Law, Chongqing 401120, China)
Abstract; After the establishment of capital subscription system, as one of the circumstances for the

<

application of the legal personality denial system, “ significant undercapitalization” still has independent
judicial application value. When denying the personality of a company on the grounds of “ significant
undercapitalization” , the conduct, subjective state, result of damage and causality should be determined in
accordance with the constituent elements stipulated in the Company Law. The process of determination should
follow the judgment of the elements of result and causation first, then the elements of conduct and subjective
state. The “capital” in “significantly insufficient capital” shall be the paid —up capital, and the object of
comparison of “significant undercapitalization” shall be the objective potential risk of the company engaging in
normal operation. In the determination of the subjective state, the objective standard of fault should be applied
and relevant factors should be taken into account to make an accurate judgment on the fault and malice of the
shareholders.

Key Words: significant undercapitalization; legal personality denial system; capital subscription system;

abuse of limited shareholder liability
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