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Abstract: Article 3 of the Judicial Interpretation V of the Company Law stipulates the rules for no-cause dismissal and severance
compensation before the expiration of the term of office of directors, and the purpose of the system is to protect the interests of
small- and medium-sized investors and optimize the business environment. The study found that the normative and doctrinal nature
of the relevant provisions was unclear, there was a lack of substantive and procedural norms for directors’ systematic severance
compensation, and there were difficulties in the implementation of the system. In practice, there is an alienation of the system in
both judicial precedents and the articles of association of the company. In order to cope with the above theoretical and practical
dilemmas, the construction of the director’s severance compensation system should be clear from the source and keep the right
thing out of the new. Conceptually, rules should be constructed on the basis of clarifying different types of legal relationships about
directors and the company, and the entity and procedural rules for the compensation of directors for leaving the company based on
the system of dismissal without cause should be established, so as to promote the balance of the company’s interests and achieve
corporate governance goals on the one hand, and also provide strong support for the legalization of the business environment on
the other hand.

Key words: severance compensation of directors, dismissal of directors without cause, business environment, protection of small-
and medium-sized investors, corporate governance, corporation law revision
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