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Abstract

The mandatory cancellation system was established in the revision of the “Company Law” in 2023,
but a complete institutional system has not yet been formed. There are many shortcomings and gaps
inits applicable subjects, procedural mechanisms, legal consequences, and relief mechanisms. Com-
pulsory cancellation is a mandatory exit measure for market entities that have “lost their operational
capacity but lack the motivation to exit,” and it is also the final handling mechanism after the credit
penalty expires. The premise of constructing a mandatory deregistration system is the necessity and
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legitimacy of placing it in liquidation before deregistration. In the construction of the substantive
elements of the compulsory cancellation system, it is necessary to improve the connection with the
credit punishment system and take “business ability” as the core judgment criterion for the appli-
cable subject. Set up reminder and circulation mechanisms in the program mechanism to shorten
the three-year deadline. In terms of setting legal consequences, it is necessary to establish a collab-
orative liquidation constraint mechanism, clarify the liquidation obligations of the liquidation ob-
ligor and the regulatory obligations of the supervisory authority, and set the types of penalties for
the liquidation obligor’s failure to fulfill their obligations. In terms of relief mechanisms, refine the
application of the cancellation and reversal rules.
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