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[ Abstract] Article 71 of the Chinese Company Law aims to restrict the transfer of shares
by limited companies. The Chinese academic circle and Chinese courts often link this provision
to contracts on the transfer of shares in the discussion on the effect of contract on transfer of
shares. However, an analysis from the functionalist perspective shows that the function of this
provision is not so much as restricting the transfer of shares as not having the effect of transfer of
share in case of violation of this provision. In other words, this article has nothing to do with
contract on the transfer of shares. Meanwhile, the judicial practice of applying the principle of
autonomy of will to the transfer of shares is also debatable. The purpose of Article 71 of the Chi-
nese Company Law is to answer the question of when a transfer of share can be recognized by the
company and shareholders and thereby becoming effective, rather than the realization of the
transfer of share itself. Therefore, it is necessary for China to improve the procedures and condi-
tions of transfer of shares that are related to this provision by drawing on successful experiences

of other countries.
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