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Abstract

The pre-revised Company Law made clear provisions on the compensation liability of directors for
damages caused to the company during their performance of duties, but did not specify how di-
rectors should compensate for losses caused to the third party. In order to meet judicial needs and
balance the interests of all parties, Article 191 of the New Company Law has made provisions at the
legislative level, clarifying that if a company director causes damage to the third party during the
performance of their duties, they shall bear corresponding compensation responsibilities in ac-
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cordance with the law. However, due to the fact that this clause is a newly added clause and the
law itself is lagging behind, there are still some difficult and controversial issues in practical ap-
plication, which can easily cause additional risks to the company. Therefore, for the company, it is
still necessary to combine judicial practice in the daily production and operation process, conti-
nuously improve its internal rules and regulations, enhance the due diligence ability of the com-
pany’s directors, reduce its own business risks, and promote the effective implementation of the
aforementioned legal system.
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