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(DSee Jonathan R. Macey, Geoffrey P. Miller. Double Liability of Bank Shareholders: History and Implications. Wake Forest
Law Review, 27,1992, pp. 31-62.

@Apple Inc.. Annual Report (Form 10-K) (Nov. 5, 2018). http://annualreport.stocklight.com/NASDAQ/AAPL/181158788.pdf,
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(DGoldman Sachs Group, Inc.. Annual Report (Form 10-K) (Dec. 31, 2018). https://www.goldmansachs.com/investor-
relations/financials/current/annual-reports/2018-annual-report/annual-report-2018.pdf, 20224E7 H 28 H Ujj i .
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AT % F 14 514k (See Robin L. Lumsdaine et al. The Intrafirm Complexity of Systemically Important Financial Institutions.
Journal of Financial Stability, 52,2016, pp. 1-18); “*FUBU/E A% O bR, 16 L% LT AN REAE v R Gt KU M —Fads, 75
g6 HAL R ZR AT 4058 , Bl an R IR e (See Serafin Martinez-Jaramillo et al. An Empirical Study of the Mexican Banking
System’s Network and Its Implications for Systemic Risk. Journal of Economic Dynamics & Control, 40,2014, pp. 242-265); jifi BL 7K
R G WAL TR R G A SRR (1 QIR A T B AR D R G XU H 8 R 3R 0 5 B M RT 4T 1% (Steven L. Schwarcz.
Derivatives and Collateral: Balancing Remedies and Systemic Risk. University of Illinois Law Review, 2015(2), 2015, pp. 699-719).
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(DSee Henry Hansmann, Reinier Kraakman. Toward Unlimited Shareholder Liability for Corporate Torts. The Yale Law Journal,
100, 1991, pp.1880-1933.
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Revision of the Limited Liability of Systemically Important
Financial Institutions: Basic Theory and System
Construction

Chang Jian, Wang Qingyue
(Law School, Hainan University, Hainan Haikou 570228, China )

Summary: As the cornerstone of the corporate legal system, the limited liability system has
important values such as transferring risks, encouraging investment, gathering capital, reducing
transaction costs, and promoting the separation of ownership and management rights. However, in
the post-crisis era, the application of the limited liability system to systemically important financial
institutions has limitations and shortcomings such as deviating from the financial regulatory
objectives, leading to interest imbalance, causing moral hazard, and increasing the unfairness of
financial market competition, which does not match the system design of crisis self-help by

systemically important financial institutions. Therefore, it is necessary to “revise” the limited
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liability system of systemically important financial institutions, that is, to break the deadlock of
limiting the liability of all shareholders to the investment amount, and to attach additional liability
to major shareholders holding more than 5% of shares on the basis of their investment amount.
The revision of limited liability is conducive to reducing the negative externality of China’s
systemically important financial institutions, and meeting the special regulatory needs of China’s
systemically important financial institutions, which has sufficient legitimacy. In terms of legal
positioning, the revised limited liability system should still be included in the limited liability
system, except for the application of limited liability in specific circumstances. In terms of liability
calculation, the revised limited liability is not the amount of capital contribution of shareholders,
but the uncertain liability calculated based on the average stock price of systemically important
financial institutions in a period of time before entering the risk disposal process, and taking the
institutional system relevance and its position in the financial system as the multiplier. In terms of
risk exposure, the liability limit that shareholders will face is twice the average stock price of
systemically important financial institutions in the 12 months before they enter the risk disposal
process. In terms of the principle of liability fixation, the revised limited liability applies the
principle of strict liability, aiming to improve the enthusiasm of shareholders to supervise the daily
business activities of systemically important financial institutions. In terms of system connection,
we must properly handle the connection between the revision of limited liability and other legal
systems such as the Company Law and the Financial Stability Law, so as to ensure the effectiveness
and operability of the revised limited liability system in the crisis-handling process of systemically
important financial institutions, and provide important institutional guarantees for the sustainable
and stable operation of systemically important financial institutions.

Key words: systemically important financial institutions; revision of limited liability; financial

stability; financial regulation
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