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Realization of Limited Liability Company Equity in Enforcement
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Abstract: The enforcement of equity in limited liability companies has long been treated as an appendage of real property
enforcement, and practice is often crude. Freezing frequently extends to all shareholder rights, including participatory rights,
leaving the shareholder unable to attend meetings or vote; realization proceeds directly to auction without regard to the personal
nature of the company; the pre-emptive rights of other shareholders are either ignored or handled by mere notice, with unclear
procedure and time limits; and the qualification of bidders is not reviewed, allowing unsuitable parties to enter the company. This
article argues that realization of equity requires a tailored design. As to freezing, a separation principle should apply: only the
economic value is frozen, participatory rights remain exercisable, and only the power of disposition is restricted. As to realization,
negotiation should precede auction, with compulsory management available as an alternative. As to pre-emption, the subjects, the
content of notice, the starting point of the period and the manner of exercise should be clarified, together with a standard for
equal conditions. As to bidder qualification, statutory restrictions must be observed, while restrictions in the articles of
association require review of their reasonableness.
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