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Management Guarantee at the Time of Succession
Outside the Family in SMEs

-A Case Study of Management Guarantees from the Perspective of Financial
Institutions-

Abstract

In October 2022, the number of succession outside the family by internal promotion reached the same
level as that of succession within the family. Succession outside the family will be a clue to solving the
business succession problems of small and medium-sized enterprises (SMEs). However, there are two
major problems with out-of-family succession. One is the issue of funds for the purchase of shares and
the other is the issue of the release of management guarantees.

In some cases, the problem of management guarantees has become a stumbling block to business
successions, and financial institutions have been urged to remove such guarantees.

The financial statements of small and medium-sized enterprises (SMEs) are tax statements prepared
for the purpose of paying taxes, and do not represent the actual status of the enterprise. Since the
financial statements are not credible, they are subject to the management guarantee. In other words,
preparing financial statements that represent the actual situation with regard to the financial
statements could lead to business succession that does not rely on management guarantees.

This paper conducted case studies. As a result of interviews with major financial institutions and
regional financial institutions regarding their views on managerial guarantees, we found that
companies for which audit firms issue audit certificates do not have the concept of taking a
managerial guarantee, and small and medium-sized companies do not require a managerial guarantee
for companies whose financial conditions are not problematic. The case studies in this paper revealed
that financial institutions do not consider management guarantees to have a function of supplementing
security or easing loan conditions, and that the criteria for making lending decisions are the financial
condition of the SMEs.

Keywords: business succession, succession outside the family, management guarantee, financial

institutions, SME financial statements
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TR ERTT 32.7% 0.0% 46.9% 42.9%
SHOOALARIRTT 32.6% 2.1% 35.99% 49.3%
32.5% 2.4% 37.3% 53.5%

69.0%] 00 26.7%]
63.1% 32.5%
35.0% 52.1%
T
51.7% 11.2%
48.3% 29.2%
PP 25 LR T 46.4% 42.1%
BURIRT 58.2% 29.1%
ERET 30.3% 64.9%
T2 BERAT 4.5% 54.,4%
BANERIT 34.4% 56.3%
BEDIRTT 41.8% 43.9%
ERARTT 37.7% 47.7%
PP 23.3% 66.7%
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=S 6.1% 81.8%
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[t 0.0% 96.9%
oA EIRT 20.3% 60.9%
FOHEAHIT 10.8% 65.1%
HIRERT 38.7% 47.6%
EeRiliy 0 | 29.8%|  10.5%) 25.3%) 52.6%
W ERTT 57.1% 33.9%
POEERTT 8.8% 85.0%
AL ERTT 48.4% 26.4%
FUHBARGT 39.1% 53.8%
=+=8F 9.6% 68.1%
FAT TR 34.6% 56.4%
1 ERAT 41.2% 26.5%
F R AR 32.39% 53.8%
HEAIRTT 36.6% 51.2%
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| - RiRiT 7.0% o 75.0%
HHRTT 62.8% 37.2%
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SRFNERTT 0.0% 94.4%
1R B ERTT 44.1% 38.3%
PR P gReT 35.4% 58.2%
) |RTT 0.0% 85.7%
JEE s iR T 0.0% 97.2%
B e ] 30.7% 54.8%
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