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The Validity Structure and Liquidation Duty of Share Transfer
Security: On Identifying Security Intent and the Prohibition of

Forfeiture

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

Abstract: Share transfer security is an arrangement whereby a shareholder formally transfers shares to a creditor to secure
performance, with return upon repayment and satisfaction from the shares upon default. Its validity is recognized by Articles 68
and 69 of the Judicial Interpretation on Security, yet its doctrinal structure remains contested: the opposition between the
ownership construct and the security-interest construct affects claims for return, liquidation duties, and third-party protection.
This article argues for the security-interest construct: the creditor acquires a security interest rather than shareholder status, while
title remains with the settlor and the creditor's rights are confined to the security purpose. Security intent should be identified not
by the label of the contract but by repurchase clauses, fixed returns, divergence between transfer price and share value, control
arrangements, and registration. Where form and substance diverge, substance governs. Internally, security rules apply; externally,
reliance of the company, other shareholders, and third parties must be weighed, and the creditor's exercise of shareholder rights is
subject to purposive limits. The liquidation duty is central: the prohibition of forfeiture requires liquidation rather than direct
acquisition. Methods include sale, valuation-based appropriation, and attribution with settlement; breach entails liability.
Enforcement, insolvency, and self-help realization require distinct treatment.

Key words: share transfer security; security intent; security-interest construct; liquidation duty; prohibition of forfeiture;
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