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A Consideration of the Nature of Responsibilities of Directors
for Company

Liao Haitao

Summary

Company officers, executive officers, and accounting auditors shall be liable for damages
they have caused to their company due to negligence of duty (Company Act 423-1). That
is, since the current Company Act defines the relationship of corporate directors and
accounting auditors with their company shall be governed by the provisions on mandate
(Act 330), the directors included in company officers (Act 329) assume obligation for good
manager's duty of care, performing duties with the due care of a prudent manager, as
persons who perform legal acts or administer the mandated business other than legal acts
(Civil Code 644). In the event that one of corporate officers (including directors) has violated
the said good manager's duty of care as mandatary, or if he/she has caused damages to the
company due to his/her negligence of duty, he/she is liable for neglect of duty stipulated in
Article 423 of the Company Act.

On the other hand, since the Company Act defines that directors must comply with laws
and regulations, articles of incorporation, and resolution of shareholders meeting, and must
be faithful to fulfill duties (Company Act 355), it may be understood that a director who
has violated this legal duty of loyalty shall be liable for neglect of duty stipulated in Article
423 of Company Act, in the event that the said good manager's duty of care is not always
enough to protect the corporate interests.

This paper focuses on the relationship between directors and the company and attempts
to marshal and analyze the interrelationship of the said good manager's duty of care in
delegation agreements or legal duties of loyalty and liability for neglect of duty through a
study on the duties relevant to the agency relationship in terms of representative director,
executive officers and directors with rights to execute business who act as agent for
company.
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