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Abstract: The limited liability, as a basic character of corporation, creates the conflict between
shareholders and creditor in respect of corporate assets. Company law has developed two different
solutions to control the flow of assets to shareholder in the capital transactions such as dividend or
stock buyback. One is capital maintenance principle, and the other is called solvency test. The
capital maintenance principle has long history but its main characteristics in regulating distribution
and reduction of capital are challenged nowadays as rigid and inefficient, or even irrelevant with
creditor protection. The solvency test reflect economic sense with bankruptcy insolvency and eq-
uity insolvency included. Its function, however, seems well below expectation if directors’ fiduci-
ary duty or fraudulent transferring rules absent, as the case in the U. S. showed. Further, both
solutions are affected more or less by accounting rules which have changed dramatically in the past
decades. From the perspective of company law revision, three factors need to be considered
before the legislator make the choice, i. e., the related accounting standards, the alternative
mechanisms of creditor protection, and, most importantly, whether the company law in China
shall keep creditor protection as one of its fundamental values.
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