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Abstract

A Study on Corporate Division

in China

YE MAOXIN
Department of Law
The Graduate School

Seoul National University

Mergers and divisions are the main reorganization methods used
by modern enterprises to improve their competitiveness. In China,
there are relatively detailed regulations and various precedents have
been established in the field of corporate merger. However, in the
case of corporate division, the formation of legal principles is still

relatively insufficient.

Even before China passed its first company law in 1993, to split
one firm into two or more was legally permitted. And when the
company law in China was substantially amended in the year of
2005, a more comprehensive regime for corporate division was
established. But the content is still very summary. Therefore, due

to the lack of specific regulations, there is no clear solution to basic
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problems such as the concept and method of corporate division. Not
only that, but there are also many shortcomings ensuring the
fairness of the divisions, such as shareholder protection and creditor

protection.

This paper generally reviews the corporate division system based
on the existing Chinese law, and analyzes the corporate division
system from the viewpoint of protection for shareholders and
creditors. In addition, this paper takes Korean commercial law as an
example to comparison, to grasp the problems of the Chinese
corporate division system and to seek improvement plans. And the

research scope has been set as follows.

First of all, this paper reviews the outline of the corporate
division of Chinese law and compares its functions with other

reorganization methods in actual case analysis.

Second, in accordance with the divisions, this paper reviews the
current laws on the protection of shareholders and creditors. There
are disclosure system, voting rights, appraisal rights and related
lawsuit system for shareholder protection, and the veto rights of
creditors and the joint and several liabilities for any liabilities for

protection of creditors have been discussed in this paper.

Third, through comparative analysis with Korean Commercial
Law, this paper proposes necessary measures to ensure the
autonomy of companies and to prevent the infringement of the rights
and interests of shareholders and creditors in the corporate division

system in China.
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Fourth, this paper suggests that the concept of divisions should
be clearly defined and its types should be diversified for the
flexibility of the division system. For protection of minority
shareholders, it was proposed to provide information to shareholders,
improve the appraisal right, and introduce the litigation of nullity at
divisions. For the protection of creditors, it was proposed to provide
information to creditors, improve the joint and several liabilities for
any liabilities, and strengthen ex—post remedy mechanisms like the

rights of dissenting creditors.

In conclusion, there are a number of tasks that must be solved
in order for the corporate division system to become a useful
system in the practice of Chinese corporate law. This paper intends
to contribute to the development of corporate law and the Chinese
socialist economic system in preparation for the occurrence of

related problems in the future.

Keywords: Corporate division, Protection of Minority Shareholders,
Creditor protection
Student Number @ 2019—24494
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