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Regulatory System for Director and Senior Management Self-Dealing

Chen Yuqi

(Jiangsu normal university, Xuzhou / Jiangsu province, 221000)

Abstract: Based on the attributes of director self-dealing, the relevant legal regulations aim to address
the issue of “trust” between the company and directors, which will also become an important principle
and standard in judicial practice. Under the principle of “trust,” director self-dealing can be made legally
valid through various ways that comply with fair standards. If the transaction is made effective by
obtaining the consent of disinterested directors, it should meet the requirement of a two-thirds majority
vote, and whether it undergoes judicial review for fairness falls within the discretion of the judge. If the
transaction is made effective by obtaining the approval of shareholders, it should not exclude
disinterested shareholders, but it can impose procedural requirements and enforceability limitations to
meet the “trust standard.” The system of the supervisory board acting on behalf of the company in
conducting transactions has advantages in terms of efficiency and convenience, but it also has
drawbacks that need further exploration. It should be a prerequisite to determine director self-dealing
whether the company’s interests are harmed. The ways to prove the fairness of the transaction mainly
include the following three steps: equal loss and gain, compatibility with the company’s operational
purposes, a third party willing to transact at the same price, and accompanied by procedural justice.
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