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Abstract: The legal rules on corporate decisions on guaranteeing for third parties are
mandatory and invalidating, as they safeguard public policies of corporate survival, good
governance, shareholders’ rights, freedom of contracts and fiduciary duties. All mandatory rules of
private law are invalidating. Unauthorized guarantee contracts signed by legal representatives are
void unless rectified by corporate ex-post decisions, or by the operation of apparent representation
in favor of bona-fide creditors. The duty of care for the creditors to prudently examine corporate
authorization decisions influences the interpretation and application of article 504 of the Civil
Code. The restrictions imposed by registered bylaws on the authorities of legal representatives may
defend against creditors. The creditors having fulfilled the duty of care are protected as bona-fide
creditors. The performance of the duty of care should be tested by a reasonable person, except for
more professional creditors. Where an unauthorized guarantee contract is void, the creditor may
only hold the legal representative accountable. The legislature should prohibit the corporation
from guarantying for other debtors unless permitted by legislature or bylaws. Courts should render
the same rulings in the same type of cases. It is necessary to promote the precision, litigation and
adjudication of legislation, but also to eliminate fragmentation of legal interpretation. The judicial
philosophy favoring contract law while ignoring corporate law should be reversed. It is wrong to
worship corporate seals or signatures of legal representatives, while ignoring corporate decisions
or bylaws. Representation per se 1s different from corporate decision.
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