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Abstract: The corporate surety disputes are involved in the interpretation and application of the relevant
rules of Company Law Security Law and Contract Law. Therefore the effectiveness of surety contracts in vio—
lation of the relevant provisions shall not be determined from one angle. Article 16 of Company Law of the PRC
is a mandatory provision but whether the surety contract is effective is determined by specific circumstances
rather than violating this provision even though it is treated as an administrative mandatory provision. The se—
cured creditor shall fulfill his reasonable duty of care to refer to the articles of association and review formally
the legality of the resolution files issued by decision-making body in the corporation. Otherwise the ultra vires
surety is ineffective to the company. Although there is no stipulation on the company surety in the articles of
association the company still has the capacity as a secured provider and this will be determined by the board

of shareholders.

63 ( ) .
@ Model Business Corporation Act. § 3.02(7) ( “Unless its articles of incorporation provide otherwise every corporation . . . has the same
powers as an individual to do all things necessary to carry out its business and affairs including without limitation power: . . . (7) to make

. guarantees. ") .
@ Phillip I. Blumberg Intragroup ( Upstream Cross — stream and Downstream) Guaranties under the Uniform Fraudulent Transfer Act 9 Cardo-

zo L. Rev. 685 p.692.
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