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Law. Its specific content is that when a shareholder fails to pay the capital contribution stipulated
in the articles of association on time and in full, the board of directors makes a disqualification res-
olution, causing the shareholder to lose the equity corresponding to the unpaid capital contribution.
The purpose of this system is to protect the rights and interests of shareholders who have made
capital contributions. In practice, in Sino-foreign joint ventures, directors are nominated based on
the proportion of shareholders’ capital contributions. This leads to a situation where, when the cap-
ital contribution ratios of both parties are similar, if one party fails to pay the capital contribution
on time, the shareholders who have made capital contributions may not be able to obtain a majority
of the votes in the board of directors to pass the disqualification resolution. Under the old Company
Law, the company could attempt to make a disqualification notice through a shareholders’ meeting
resolution. The Company Law has relatively loose regulations on the voting method of shareholders’
meetings. In practice, the company could first subtract the equity ratio corresponding to the unpaid
capital contribution of the shareholder who failed to pay on time, and then hold a shareholders’
meeting to solve the above deadlock. With the official entry into force of the Company Law of the
People’s Republic of China (revised in 2023, hereinafter referred to as the “new Company Law”), in
the process of revising the joint venture contract and articles of association of Sino-foreign joint
ventures, the board of directors replaces the shareholders’ meeting to make the disqualification
resolution. However, the new Company Law stipulates that the board of directors should have one
vote per person, and the resolution should be approved by more than half of the votes. This may
lead to the problem of voting deadlock in the shareholder disqualification system being unable to
be solved through the traditional path under the old Company Law. This article aims to provide so-
lutions to this problem through the interpretation of the provisions of the new and old Company
Laws, in order to maintain the company’s capital adequacy and ensure the normal development of
the company.
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