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Streamline Administration but Complicate Relations:
On the Registered Capital System for Subscribed Shares
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Abstract; Pursuant to the “Streamline Administration and Delegate Powers” policy, the Chinese
Government has recently amended its Company Law, permitting shareholders of companies to sub-
scribe for unpaid shares. This article aims to critically evaluate the costs and benefits of this liberalized
new regime. After reviewing the amended rules, it briefly introduces the registered capital system a-
dopted in the U. S. , the U. K. , and Taiwan in order to draw comparative lessons. Next, it examines
the new regime from four perspectives; 1. the decoupling of the registration system and the disclosure
regime, 2. the complicated trilateral relations among the shareholders, the creditors and the company,
3. the lack of flexibility for a company to raise capital, 4. the effectiveness of shareholder meetings as
the coordinator of a company’s capital structure. This article concludes by recommending some legisla-
tive and administrative changes to improve the new regime.
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@  See John Birds, Bryan Clark, Iain MacNeil, Gerard McCormack, Christian Twigg-Flesner, Charlotte Villiers,
A. ]. Boyle . Boyle & Bird’s Company Law , Jordan Publishing Ltd. , 2011, 83-85. Paul L. Davies. Eva Micheler,
Supra p. 54 note 7, 260.

@  See Paul L. Davies, Eva Micheler, Supra note 25, 260. John Birds, Bryan Clark, Iain MacNeil, Gerard Mc-
Cormack, Christian Twigg-Flesner, Charlotte Villiers, A. J. Boyle, Supra note 2, 83-85.

@ See U. K. Companies Act 2006. § 1112,

® Companies House-Find information : http://www. companieshouse. gov. uk/toolsToHelp/findCompa-
nylnfo shtml,
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@D® See Paul L. Davies, Eva Micheler, Principles of modern company Law, Sweet& Maxwell Ltd. , 2008, 260.
John Birds, Bryan Clark, Iain MacNeil, Gerard McCormack, Christian Twigg-Flesner, Charlotte Villiers, A. J.
Boyle, Supra note 2, 50-51.

@  See Model Articles for Private Companies Limited by Shares, Article 21.

@ See Model Articles for Public Companies, Article 52-62.
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@ See Paul L. Davies, Eva Micheler, Principles of modern company Law, Sweet& Maxwell Ltd. , 2008, 260.
John Birds, Bryan Clark, Iain MacNeil, Gerard McCormack, Christian Twigg-Flesner, Charlotte Villiers, A. J.
Boyle, Supra p. 55 note 2, 50-51.

©) 55 @, 33 .

® 52 ®, 123

@ : — D ( ) 2014 5

s 44-47
See MBCA § 2 01.
See MBCA § 1. 25 (d).
See MBCA § 1. 29 (a).
See Delaware General Corporation Law § 102 (a) (4).
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See Franklin Balotti, Jesse A. Finkelstein, The Delaware Law of Corporation & Business Organizations 3" e-

dition, Aspen Publishers, 2013, 5-33.
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See Delaware General Corporation Law § 163.
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