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A Consideration on the Legal Responsibilities of Directors
in the Company with Audit and Supervisory Committee
—Using the Management Buy-Out Case Which the Conflicts
of Interest of Directors Became a Problem—
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(Abstract)

As a result of the amendment of the Corporate Law in 2014, the Company with Audit and
Supervisory Committee was created as a new type corporation in Japanese Company Law. The
Company with Audit and Supervisory Committee is the third type of corporation. However,
with regard to the Company with Audit and Supervisory Committee, there are still difficult
problems to clarify not only on the theoretical aspects but also on practical aspects such as the
scope of the audit authority of the members such as the Audit and Supervisory Committee and
the appointment and operation of outside directors. Particularly, the Audit and Supervisory
Committee is authorized to approve the conflicts of interest of the directors, and article 423
paragraph 3 of the Company Law, which presumes the duty of directors(duty of care), will not
apply when such approval is received. For example, it is necessary to clarify what practical
meaning of such approval, such as the Management Buy-Out (MBO) which structurally conflicts

with company or shareholders.
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