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Research on the Identification of Illegal Capital Reduction Forms in
Companies — Taking the Failure to Fulfill the Notification Obligation
as an Example
Li Yujue
Jinan University, Guangzhou, Guangdong 511443
Abstract : Centered on the illegal capital reduction liability rules stipulated in Article 226 of the Company Law,
this paper systematically analyzes the dilemmas in form identification caused by the failure to fulfill
the notification obligation. The research shows that judicial practice is biased towards procedural
centralism, whose deep-rooted problems lie in the staticization of capital credit, the idling of procedural
rules, and the fissures in liability allocation. By comparing the models of Germany, Japan, the United
States and the United Kingdom, this paper proposes a dual regulatory reconstruction path: formal capital
reduction adopts simplified procedures to ensure the flexibility of capital structure adjustment, while
substantive capital reduction establishes a dual protection mechanism consisting of the mandatory
procedures of "individual notification + repayment guarantee" and the dissenting shareholders’
repurchase right. Supporting rules will introduce a solvency substantive test, a special statute of
limitations for two-year creditor’ s claims, and a relative effect negation mechanism.
Keywords : procedural justice; formal capital reduction; substantive capital reduction; dual regulation
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