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Abstract

Since the issuance of the “Minutes of the Ninth National Courts’ Civil” and “Commercial Trial Work
Conference and the Interpretation of the Supreme People’s Court on the Guarantee System of the
Civil Code”, adjudication in cases of unauthorized corporate guarantees has largely developed a two-
step framework: first, determining whether the counterparty is in good faith; and second, determining
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whether the company is at fault. Yet the finding of corporate fault remains highly abstract. In prac-
tice, courts often rely on generalized findings such as chaotic internal management, lax seal control,
and inadequate supervision, while allocating a relatively high proportion of liability to the company.
This has weakened the significance of corporate fault as an independent requirement of liability
and has caused corporate liability to assume an external backstop function to some extent. The com-
pany should bear compensatory liability based on governance-related fault, rather than liability
amounting to substitute performance of the principal debt. Accordingly, the determination of cor-
porate fault should shift from abstract evaluation to concrete review, focusing on such matters as
seal control, personnel control, and subsequent remedial measures. In apportioning liability, courts
should adopt a layered approach in light of the type of fault, its degree of seriousness, and its causal
significance. Only in this way can the independence of corporate fault be maintained and corporate
compensatory liability be restored to its proper limits.
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