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Regulating large block share issuance: will the shareholder meeting"s decision
right strategy be a silver bullet?

Matusnaka, Manabu
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Is it better to leave the board of director power to issue a large block of
shares or shareholder meeting should keep the power? Recent academic and regulatory trends in
Japan favor giving the power to shareholder meeting. The trend reflects stricter view against
abusive use of the power.

In contrast, this research project looks to side effects or dark side of depriving the power to
issue shares from the board. First, if shareholder meeting exclusively owns the power to issue a
large block of shares, the board would lose the most effective tool to resist a control shareholder
who harms the firm or other shareholders. Second, giving the power to shareholder meeting might
loosen the entire rule on share issuance. The fundamental issue under current system is court®s
unwillingness to review a board decision strictly enough. If the decision is made by shareholder
meeting, the courts might further defer it regardless of shareholder®s conflicting interest and
other unfiarness.
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