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The Violation of Section 231 of Company Act and the
Empirical Study of Shareholder Derivative Suits

Student : Yen-Chun Lin Advisors : Dr. Chien-Chung Lin

Institute of Technology Law
National Chiao Tung University

ABSTRACT

Section 231 of Company Act, amended in 1966, demonstrates the
fundamental duty of corporate directors, the fiduciary duty. Directors bear
the duties, at the meantime, being supervised. While principles and
judgments has been established for judging fiduciary duties in the States,
in Taiwan, it is still unclear how Article 231 of Company Act was raised
in civil actions, how the court treats the duties, and the criteria thereof. In
addition, how directors being charged with fiduciary duties in suits and
how much the derivative suits stand are yet to be answered by empirical
studies.

The empirical study, with Section 231 of Company Act as keyword,
shows that shareholder derivative suits has little shares in the civil actions
against directors for the violation of fiduciary duty. It implies that
minority shareholders have inferior corporate governance capacity to
corporate itself, or the inter-governance between corporate directors and
major shareholders. However, with the finding that no directors backed
with the support of management power was sued, shareholder derivative
suits become essential to supervise directors. While courts now still
depend on specific law or regulation as criteria of violation of fiduciary
duty, it is believed that the bases of such criteria will be broaden with
much more judgments, especially those that directors fail to meet
fiduciary duty with no specific law or regulation violated.

Keywords: Section 231 of Company Act, Fiduciary Duty, Shareholder
Derivative Suits, Empirical Study
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