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Reverse Piercing and Substantive Consolidation: On the Proof

Structure of Asset Commingling

ZHAO Yue
(Anhui Guoyun Law Firm, Hefei 230000, Anhui, China)

Abstract: Article 23 of the Company Law establishes a three-tier structure: forward piercing, horizontal piercing, and
reversal of the burden of proof for one-person companies. Practice raises questions beyond the text: may a creditor pierce in
reverse, where a shareholder's or affiliate's assets are used to satisfy corporate debts? May substantively consolidated insolvency
replace individual piercing where affiliates are thoroughly commingled? This article argues that piercing is a correction of the
attribution of responsible assets rather than an annihilation of legal personality; hence it is not confined to debt-evasion cases but
extends to any systematic destruction of asset boundaries causing misattribution. Reverse piercing is justified by the creditor's
reliance on the nominal debtor's assets and limited by the protection of the shareholder's general creditors. Commingling should
be proved along three objects: asset boundaries, financial independence, and independence of will; the reversed burden applies
only to one-person companies and may not be extended. Substantive consolidation is the collective form of piercing, requiring
thorough commingling, prohibitive separation costs, and overall creditor benefit, following the logic of collective satisfaction in
insolvency. Procedurally, reverse piercing should be asserted by action rather than by addition in enforcement, and consolidation
should be ordered after a hearing upon application by the administrator or creditors.

Key words: piercing the corporate veil; reverse piercing; substantive consolidation; asset commingling; burden of proof;
affiliated enterprises
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