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Abstract

The transfer of equity in a limited liability company is significantly different from that of a joint
stock limited company. In order to ensure the human rights cooperation of a limited liability com-
pany, the provisions of the company law reflect great respect for its free will. In addition to ensur-
ing the preemptive right of internal shareholders, the provisions of the company’s articles of asso-
ciation on equity transfer have a high binding force on all shareholders. Since the development of
the company system, disputes over the transfer of equity by shareholders of limited liability com-
panies have emerged one after another. Especially after strict conditions for equity transfer are
set in the articles of association or investment agreements of all shareholders of a limited liability
company, there are many cases where shareholders continue to transfer equity in violation of the
articles of association or agreements. In the current context of company law, it is particularly im-
portant to determine the effectiveness of contracts signed between shareholders of a limited lia-
bility company and external equity transferees. The contradiction between the preemptive right
of internal shareholders and the interests of external equity transferees arises. How to resolve it
has also become a challenge. In the context of restricting equity transfer, the equity transfer agree-
ment signed by shareholders of a limited liability company with external parties should be ana-
lyzed in conjunction with the provisions of the Civil Code on the effectiveness of legal acts in addi-
tion to the provisions of the Company Law, due to the different legal relationship subjects involved
in the case. In the absence of obvious illegal reasons, the equity transfer agreement should be rec-
ognized as valid in accordance with the law. Between the preemptive right of internal sharehold-
ers and the protection of the interests of external equity transferees, a priority choice should be
made to support the preemptive right of internal shareholders under the same conditions. Exter-
nal equity transferees can pursue the legal responsibility of the transferring shareholder in accor-
dance with a legal and effective agreement, and protect their own legitimate interests.
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