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[Abstract]

A study of the director’s liability in China

Song, Seok-Eon

Professor, Faculty of Law, Jeju National Univ.
Lu Ping

Ph.D, course, Dept of Law, Jeju National Univ.

In Chinese Company law the director owes the duties of loyalty and
care(diligence) to the company. In the discharge of his duties a director
must, of course, act honestly and in good faith, and also exercise some degree
of skill and prudence and diligence. In other words, directors are liable for
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negligence in the performance of their duties.

As far as the Chinese Company law is concerned, it is the first time to
regulate that the director should be blamed for his action which damages the
shareholders’ interests by violating any law, administrative regulation, or the
bylaw. And in order to protect the corporation’s interest further it is also the
first time to introduce the shareholders’ derivative suit. These Change are
thought to be quite significant. But on the one hand because the system of
the director’s liability to the third person and the shareholders’ derivative
suit are not perfect in Chinese Company law. it is thought that there are
some parts which are need to improve related to them. On the other hand.
in present the director is required to manage the corporation passively to
persue the maximized interest of corporation, but the heavy burden of
director's liability may make the corporation be hard to find out a capable
and proper candidate to be a director, and also make the director behavior
positively. In Chinese Company law these measures are inadequate and so
the measures which let director relief from the liabilities is needed.

This paper is aimed to bring up some suggestions and advices for
legislation improvement to the Chinese Company law on the director's
liability in China.

Key Words : the director's liability to the corporation, the director's liability

to the third person, shareholders’ derivative suit, measures to
reduce the director's obligation
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