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Study on Distribution Regulation of Japan Commercial Law

GAO Junhui

Abstract: When Japan Commercial Law was first formulated, it transplanted the provisions of the
civil law system and established a distribution regulation model based on the balance sheet, which has
been maintained until now. Without changing the basic model, Japan Commercial Law continues to
improve the form and rules of distribution regulation in response to the development of accounting and
economy. Japan Commercial Law initially adopted a deduction formula based on company profits. To
eliminate the ambiguity of the concept of “company losses”, in 1962 it adopted a deduction formula
based on the company’s net assets. In 2005, Japan Company Law established unified financial resource
regulations, and changed to adopt a cumulative formula based on residual funds. Influenced by the
principle of “distinction between capital and profit”, Japan clearly distinguished capital reserve and
profit reserve in 1950, distinguished the capital surplus fund and the profit surplus in 2005. In response
to the collapse of bubble economy, Japan relaxed financial regulations on share repurchases and enacted
a special law on share cancellation to allow companies to use capital reserve to repurchase shares. And
finally, Japan Commercial Law was completely revised, adding a reserve fund reduction system and
abolishing restrictions on the use of it. This kind of progressive reform under the capital maintenance
model may become the third path for the regulation of China Company Law.

Keywords: Distribution Regulation; Capital Reserve; Profit Reserve; Share Repurchase; Japan
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