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A Research on Legal Countermeasures for Rectifying the Dereliction of
Duty by Nominal Directors

GUO Fuqing

Abstract: The essential attribute of nominee directors is that they lack the independence to perform
their duties, and their behavior deviates from the standard of directors' fiduciary duties. Nominee directors are
either accustomed to acting according to the instructions or directives of the dual controllers, which distorted
the corporate governance structure; or by occupying the position of director according to the arrangement
and wishes of the dual controllers but fail to act, thus making the corporate governance mechanism remains
inactive, ultimately damaging the legitimate rights and interests of the company. To correct the behavior of
nominee directors who deviate from their duties, it is first necessary to strengthen the fiduciary obligations
stipulated in the Company Law, so that their performance of duties can return to their original position, be
loyal to the company, and give priority to serving the maximization of the company's interests. Secondly,
imposing dual liability on nominee directors for their actions that harm the interests of the company
according to the instructions of the dual controllers in accordance with the law. We do not support nominee
directors seeking exemption from liability on the reasons that they only obey the instructions of the dual
controllers and act without real power. In short, only by strictly prohibiting dual controllers from using
nominee directors as a tool for personal gain, and forcing nominee directors to fulfill their duties as directors,
can the normal order of corporate governance be effectively maintained.

Keywords: director; nominee director; controlling shareholder; actual controller
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