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Abstract; The new Company Law ( “CL” ) regulates the duty of loyalty by distinguishing between
actions of absolute prohibition and relative prohibition. How the identification rules towards
actions breaching duties should be interpreted from current statues constitutes the core of the
controversy between majority opinions and judicial practices. The expansion of scope actions of
relative prohibition reflected in judicial practices is justified by the fact that corporate autonomy
embodied in the “report and consent” procedure is generally more economically efficient, and
should be taken as the value standpoint in interpreting the current law. To integrate the value
standpoint into the current legal system, Article 180 (1) of CL should be used to coordinate the
normative group of duties of loyalty, and “conflict of interest” and “seeking improper interests”
should be regarded as the core connotations in actions of relative and absolute prohibition
respectively. At the same time, Article 180 (1) constitutes the core identification rule towards
these two types of actions, and specific provisions shall be regarded as special identification rules,
which can expand the scope of actions of relative prohibition from an interpretive perspective. The
“improper interests” should be defined by statutes and articles of association, and evaluated based
on substantive and procedural standards, forming a system that runs through multiple systems
including company law, securities law, and bankruptcy law. The “conflict of interest” should be
based on the conflict between the personal interests of directors, supervisors, and managers and
their responsibilities and obligations, and the boundary should be judged by reasonable person
standard.

Key Words: duty of loyalty, relative prohibition, absolute prohibition, conflict of interest,
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