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Abstract

Under the capital subscription system, shareholders enjoy the benefit of deferred capital contribution.
However, when a company is unable to repay its due debts, this benefit should be restricted to safe-
guard the interests of creditors. During the evolution of this legal framework, the Company Law has
undergone several amendments—transitioning from stringent conditions for accelerating capital
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contributions to a more relaxed approach—gradually improving the system. Nevertheless, challenges
persist, such as the ambiguous criteria for determining a company’s inability to repay debts and the
complexity of choosing appropriate rules for using contributed capital to settle obligations. To improve
the system, this paper advocates for the “Outstanding Debt Approach”, whereby a company is deemed
unable to repay its debts if creditors can prove that due debts remain unpaid, without requiring formal
enforcement proceedings. Additionally, the “Deposit Rule” is proposed: shareholders’ early contribu-
tions should first be deposited into the company’s account, and then used by the company through
standard procedures to repay debts. This ensures equitable repayment to creditors, balances share-
holders’ capital contribution autonomy with creditor protection, and promotes the coherence and en-
hancement of the corporate legal framework.
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