
 

 

Duties of Directors  

Under Cayman Islands law, our directors have a fiduciary duty to the company to act in good 

faith in their dealings with or on behalf of our company and exercise their powers and fulfill the duties 

of their office honestly and loyally. This duty has four essential elements:  

 a duty to act in good faith in the best interests of the company;  

 a duty not to personally profit from opportunities that arise from the office of director;  

 a duty to avoid conflicts of interest; and  

 a duty to exercise powers for the proper purpose for which such powers were intended.  

In general, the Companies Law imposes various duties on officers of a company with respect to 

certain matters of management and administration of the company. The Companies Law imposes 

fines on persons who fail to satisfy those requirements. However, in many circumstances, an 

individual is only liable if he is knowingly guilty of the default or knowingly and willfully authorizes or 

permits the default. In comparison, under Delaware law, the business and affairs of a corporation are 

managed by or under the direction of its board of directors. In exercising their powers, directors are 

charged with a fiduciary duty of care to protect the interests of the corporation and a fiduciary duty of 

loyalty to act in the best interests of its shareholders. In addition, under Delaware law, a party 

challenging the propriety of a decision of the directors bears the burden of rebutting the applicability of 

the presumptions afforded to directors by the “business judgment rule.” If the presumption is not 

rebutted, the business judgment rule protects the directors and their decisions, and their business 

judgments will not be second guessed. If the presumption is rebutted, the directors bear the burden of 

demonstrating the entire fairness of the relevant transaction. Notwithstanding the foregoing, Delaware 

courts subject directors’ conduct to enhanced scrutiny in respect of defensive actions taken in 

response to a threat to corporate control and approval of a transaction resulting in a sale of control of 

the corporation.  

The Cayman Islands courts ordinarily would be expected to follow English case law precedents, 

which permit a minority shareholder to commence a representative action against or derivative actions 

in our name to challenge (a) an act which is illegal, (b) an act which constitutes a fraud against the 

minority and the wrongdoers are themselves in control of us, and (c) an irregularity in the passing of a 

resolution which requires a qualified (or special) majority.  

Furthermore, a Cayman Islands court may, on the application of shareholders holding not less 

than one fifth of our shares, appoint an inspector to examine into our affairs and to report thereon in 

such manner as the Cayman Islands court shall direct.  

Any of our shareholders may also petition the Cayman Islands court which may make a winding 

up order if the Cayman Islands court is of the opinion that it is just and equitable that we should be 

wound up.  


