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How to Treat the Fundamental Structure of Right Allocation
between the Shareholders’ Meeting and the Board of Directors
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Abstract: The regulations of Company Law on the fundamental structure of right allocation
between the shareholders’ meeting and the board of directors are not only the foundation of the
deal and collaboration between shareholders, but also the self-governing boundary of the board of
directors’ obligations and rights authorized by the shareholder’s meeting. When understanding the
applying of 11" item of the article 46 in Company Law, maintaining the fundamental structure of
right allocation should be regarded as the baseline for judging the rationality of the right the
shareholders’ meeting authorizes the board of directors. All those can never be the reasons to vio-
late the baseline including the reform of the way shareholders exercise rights, the managerial and
development tendency of companies advocating the centralism of the board of directors and the
pursuit of the corporation’s operational efficiency. In order to properly deal with the conflicts be-
tween corporation autonomy and the protection of middle and small shareholders’ investment ex-
pectations, the authorized system that the shareholders’ meeting authorizes the board of direc-
tors, whose cores are legitimate procedures and fiduciary duties, should be built based on distin-
guishing the internal fundamental rights and operational rights of the shareholders’ meeting. The
principle of the corporation operational efficiency should be treated rationally as an auxiliary
standard rather than a fundamental one while judging the legitimacy of the authorization.

Key words: Shareholders’ meeting centralism The board of directors centralism The board of

directors’ authority The fiduciary duty of directors The fiduciary duty of controlling shareholders
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