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Abstract

The independent director system is a crucial component of corporate governance for listed companies,
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playing a vital role in enhancing governance standards and protecting investor rights. However, in
recent years, with the rapid development of China’s capital market and evolving corporate govern-
ance structures—particularly after the registration-based system reform which shifted the regula-
tory focus to an information disclosure-centered model—the civil liability of independent directors,
as parties obligated for information disclosure, has been increasingly aggravated in securities mis-
representation cases. This has sparked extensive debate on defining the boundaries of their liability.
To optimize the independent director system and foster the sound development of corporate gov-
ernance and the capital market, it is imperative to analyze the practical dilemmas confronting the
system. These include: an over-reliance on administrative findings for determining civil liability; a
blurred distinction between the duties of independent and executive directors; and the imposition
of excessively heavy liabilities, where the awarded compensation is often grossly disproportionate
to their remuneration. To this end, the functional positioning of independent directors should be
re-examined to clarify their core supervisory responsibilities while balancing their roles in deci-
sion-making and consultation. In assessing the fulfillment of the duty of care, factors such as profes-
sional background, experience, and access to information should be comprehensively considered.
Furthermore, the Business Judgment Rule should be incorporated to avoid a purely result-oriented
approach to accountability. Concurrently, the system for liability limitation and exemption should
be enhanced by clearly defining exculpatory grounds, establishing a mechanism that links liability
to remuneration, and setting a liability cap. These measures are of significant importance for refin-
ing the design of the civil liability framework for independent directors, promoting the clarification
and rationalization of exemption standards, providing theoretical support for the development
of the independent director system, and offering practical guidance for listed companies and regu-
latory authorities.
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Table 1. Overview of the liability of independent directors in representative cases
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