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The Liquidation Structure of Insolvent Estates

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

Abstract: Where the estate is insufficient to satisfy all debts at the death of the decedent, the most common and most
difficult situation in inheritance practice arises. Current law adopts unconditional limited inheritance, under which the heir is
liable only to the extent of the estate received, yet no liquidation procedure accompanies that limit, so that the phrase remains an
empty cap on liability. It cannot explain who administers the estate during liquidation, in what order debts are paid, or what the
subject matter of litigation is when an administrator sues or is sued in his own name. Practice has therefore split into three routes:
separate actions by creditors with priority by order of attachment; self-administered clearing by heirs on a first-come basis; and
reluctant reference to enterprise bankruptcy without statutory basis. This article argues for a liquidation procedure within the
framework of limited inheritance: commencement on the standard of inability to pay, upon application by the administrator, a
creditor or an heir; separation of the estate from the heir's own property and suspension of individual payments; an independent
right of action for the administrator; and a layered order of payment, with priority claims and forced shares first, ordinary claims
pro rata, and the residue to the heirs. Only thus does limited inheritance become liquidation rather than a mere ceiling.
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