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The main purpose of Japanese domestic accounting standards is designed for
calculating profit and cost. Therefore, the limitation of distribution to shareholder in corporate
law can be seen as “ reserved profit,” because it is designed based on Japanese accounting
standards. This “ reserved profit” 1is reworded as residual claimants. Therefore, Japanese
distribution limitation can be justified as an instrument to make shareholders’ incentive to
implement control rights efficient.

On the contrary, IFRS, an international accounting standard, is designed for calculating asset and
debt. Based on IFRS, Japanese distribution limitation can be seen an instrument to reserve asset in
companies to protect debt holders from limitation liabilities. However, it is not clear that
mandatory rule to keep the capital amount and reserve amount asset in companies is efficient, at

all. Introducing IFRS results to lose the justification of current Japanese distribution limitation
in corporate law.
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