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An Empirical Study on the defectiveness of Board resolutions and
its effect

Hsu, Sheng-Ping

Abstract

In 2017, the Steering Committee of Company Act Reform proposed
several amendments and recommendations to Taiwan's Company Act, including
the well-established legal principle "Indoor Management Rule" from the
common law. The aim of incorporating Indoor Management Rule into Taiwan's
Company Act is to response to the longstanding criticisms of the domestic
practice aligning the validity and effectiveness of board resolutions with that
of defective corporate acts which ignored the protection of bona fide third
party and led to severely adverse influences on transaction security. However,
this article contends the accuracy of the arguments above based on an empirical
study on Taiwanese judicial decisions. Part I typifies the defectiveness of
board resolutions and discusses the following effects. Part II divides the
defective corporate acts into four categories to examine if the bona fide third
party's rights received insufficient protection in each case. Finally, with
empirical support, we can make a short conclusion. Although we haven't
introduced the Indoor Management Rule into Taiwan's Company Act officially,
we can still tell that the spirit of this doctrine has actually been implemented
in most of cases by the judges with their carefully fact-specific analysis.





