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In a bench ruling issued on February 6 in In re Puda Coal, Inc. Stockholders Litig., the Delaware Court of Chancery
declined to dismiss breach of loyalty claims against the U.S. independent directors of a Delaware company with assets
and operations solely in China. Chancellor Strine found it “perfectly conceivable” that the directors breached their
fiduciary duties of oversight when they failed to discover that the Chairman/CEO had “stolen the company” through the
unauthorized transfers of its operating subsidiary. Although the pleaded facts here are extreme, the decision serves as a
reminder that independent directors of Delaware-incorporated companies must take all necessary steps to satisfy their
fiduciary duties, even when faced with the obvious challenges of a company whose assets and operations are primarily
outside the U.S.
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If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.

John D. Amorosi George R. Bason, Jr.
+1 212 450 4010 +1 212 450 4340
john.amorosi@davispolk.com george.bason@davispolk.com

Phillip R. Mills Miranda So
+1 212 450 4618 +852 2533 3373
phillip.mills@davispolk.com miranda.so@davispolk.com

This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.

This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further detalils.

Related materials

Read the full update

Copyright 2013 Davis Polk & Wardwell LLP


https://www.davispolk.com/index%2ephp/lawyers/john-amorosi
tel:%2B12124504010
mailto:john.amorosi@davispolk.com
https://www.davispolk.com/lawyers/george-bason-jr
tel:%2B12124504340
mailto:george.bason@davispolk.com
https://www.davispolk.com/index%2ephp/lawyers/phillip-mills
tel:%2B12124504618
mailto:phillip.mills@davispolk.com
https://www.davispolk.com/index%2ephp/lawyers/miranda-so
tel:%2B85225333373
mailto:miranda.so@davispolk.com
https://www.davispolk.com/sites/default/files/files/Publication/28b2cf62-127a-45c7-b934-3e695d905b97/Preview/PublicationAttachment/9dade887-1f35-42d2-9e40-3e74180e92cf/022013_Delaware_Court_of_Chancery_Declines_to_Dismiss_Claims.html

