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The Reliance Doctrine
in the context of Corporate Director’s Duty to Oversee

Michihito ISEDA

As it is unrealistic to require directors to confirm the actual implementa-
tion status of all the company’s business operations themselves, naturally,
directors’ trust in other directors and employees must be legally recognized.
Such a way of thinking is called the reliance doctrine or the director’s right
of reliance. It is a legal principle that has been considered practically in the
scrutiny of the violation of duty of care of a director. In this paper, based on
the recognition that the significance of the reliance doctrine in the Company
Law differs considerably between the case where the error of business judg-
ment becomes a problem and the case where the violation of monitoring ob-
ligation becomes a problem, in the latter case I focused and discussed it
here.

After reviewing the basis of the reliance doctrine in the criminal law and
the scope of its application, I examined the reliance doctrine in the Company
Law, using the case and theory of our country as a material. In particular, I
attempted to organize related concepts centering on the relationship be-
tween the reliance doctrine and the internal control system. As a result, it
seems that there is no reason to over-emphasize the reliance doctrine in
case that the monitoring obligation violation becomes a problem. Although
it is useful for determining the objective action rules of directors, it is simply
a guiding criterion that judging the adequacy of their reliance should be
taken into consideration when judging the violation of duty of due care of a
prudent director.
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