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Abstract

Company directors and auditors must make explanations as to the matters questioned
by the shareholders at the general meetings. When the contract of insurance is in effect,
if the insured person fails to disclose materials or makes a false statement in regard to
the material facts with bad faith or gross negligence, the insurer may rescind the con-
tract. “Disregarding the Corporate Fiction” is useful to solve the problems of “the Duty
of Explanations” and “the Duty of Disclosure.” The existence of a company as a separate
person, being independent of its shareholders is made clear. The veil of incorporation
tends to protect its shareholders and directors, etc. from the responsibilities of their
actions done in the name of the company. In some situations, however, maintaining a
rigid separation between the company and those involved in it may lead to absurdity or
injustice. Both the Legislature and the courts have, in certain situations, acted to pre-
vent such results. These are usually expressed in terms of “disregarding the corporate

fiction,” “lifting the veil.”
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