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Shareholder Liability for Unlawful Capital Reduction: Structure and
Limits
ZHAO Yue

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

Abstract: Where a company reduces capital without notifying creditors, the liability of shareholders is not specifically
regulated, and practice diverges: some courts analogise to withdrawal of capital and impose supplementary liability up to the
amount reduced; others treat it as tort and require compensation for actual loss; still others rely on the credibility of registration
and impose joint liability. This article argues that such liability is a statutory liability for interference with creditors' rights,
requiring three elements: procedural unlawfulness, consequent loss of solvency, and causation between the shareholders' receipt
and that loss. The scope should be limited to the property actually received rather than the amount of reduction; the form should
be supplementary rather than joint; and it should rank after the company. Creditors need only prove the absence of notice, while
shareholders must prove the amount received or the company's continued solvency. Limitation runs from the creditor's
knowledge of the reduction. Formal reductions that merely absorb losses without returning property do not in principle generate
liability. Directors and actual controllers who assist bear fault-based liability.

Key words: unlawful capital reduction; shareholder liability; duty to notify; solvency; supplementary liability; interference
with creditors' rights
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