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ABSTRACT

In terms of the credit basis on which companies operate, Limited Liability
Companies (Hereinafter LLCs) take on the dual characteristics of member’s mutual
confidence and capital joining. In the Company Law of the Peopl€'s Republic of China
(Hereinafter China’'s Company Law), the character of member’s mutual confidence
base is reflected in the following related stipulations, inter alia: restriction on the
number of shareholders, restriction on the transfer of shares among shareholders and
the closure of information. As the primary attribute, member’s mutual confidence
base is critical to LLCs, and is the basis on which LL.Cs could operate smoothly.
When this basis is crippled, LLCs are very probable to be stuck in the so-called
Company Deadlock, and it is not rare for major shareholders to oppress minor onesin
this occasion.

Against these possible circumstances and in order to provide a way-out for
company deadlock situation, China has stipulated a set of judicia dissolution regime
as the sole judicial remedy in its 2005 Company Law, which endows shareholders
with certain amount of shares the right to claim to dissolve the company. However, as
to the regime itself, the ambiguities of the wording have resulted in a series of
difficulties for judges in their relating practices, such as the uncertainty of judging
criteria. Thereafter, so as to make this regime more convenient to apply and more
operable, China promulgated The Provisions of the Supreme People’'s Court on Some
I ssues about the Application of the Company Law of PRC (I1) (Hereinafter Provisions
I1) in 2008, whose positive effects on instructing the related trials should be well
acknowledged. However, on account of the limitations of China’'s Company Law,
there still exists a variety of deficiencies concerning its judicial dissolution regime,
inter alia: the narrow range of claimants; the incompleteness of objects applied, the
uncertainty of judging criteria, and the lack of statutory mediation process.

Aiming to further sum up a series of questions concerning the judicial dissolution
regime that has been accumulated through years of practices, and to probe for possible
causes and improving measures to these questions, the author purposely select 20

cases during the period from 2005 (when China’'s Company Law came into force) up



till now, half before the promulgation of Provisions Il and haf after. Through
inductively demonstrating the selected cases followed by deductively reasoning, the
author has tested and verified that the essential cause for litigations of judicia
dissolution is the loss of member’s mutual confidence base of the company concerned.
Based on this perception, the author proposes further the following suggestions: firstly,
the institutional construction and amelioration should be based on the recognition of
member’s mutual confidence base of LLC; secondly, the primary judging criterion of
whether the company concerned should be ruled to dissolve should be based on
whether the member’s mutual confidence base has been lost.

According to the logic illustrated in the above, apart from the Introduction and
Conclusion, this article is organized in four chapters which go aong the following
sequence:

Through the analysis on member’s mutual confidence base of LLCs, Chapter 1
endeavors to elaborate its characteristics, manifestations and significances, and to
usher in the relation between member’s mutua confidence base and company
deadlock. Chapter 2 mainly introduces two main probable consequences along with
their respective detriments caused by the loss of member’s mutual confidence base, i.e.
company deadlock and company suppression. After a brief analysis on the various
approaches of judicial remedy against the loss of member’s mutual confidence base of
LLCs, Chapter 3 emphasizes on the judicial dissolution regime as stipulated by
China’'s Company Law, and sums up the analysis of selected cases into several key
guestions. Based on the premises set in the first two chapters, and against the key
guestions posed in the third chapter, Chapter 4 proposes several specific suggestions
for perfecting China's judicial dissolution regime both from substantial and

procedural perspectives.

Key Words: Loss of Member’s Mutual Confidence Base, Company Deadlock,

Dissolution by Court
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