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Abstract

The loyal duty of directors is an important factor in ensuring the correct performance of their
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functions and the smooth development of the company. The loyal duty of directors in China is a
legal obligation that corresponds to the statutory powers granted to directors by law. Therefore,
the essence of the internal legal relationship of loyal duty in China should be understood through
agency relationships. In order to further enhance the role of directors in fulfilling their loyal du-
ties and adapt to the development needs of the contemporary business environment, the newly
revised Company Law released in 2023 has made adjustments to the loyal duty of directors. In
terms of structure, it has divided and integrated legal provisions for different behaviors of direc-
tors. It also clarified the concept of “not using power to seek undue benefits”, and refined under-
standing of key points in determining whether to violate loyal duties. In terms of liability, it added
joint and several liabilities of directors. However, the modification of the concept of the duty of
loyalty has led to a mismatch with the content, and further consideration is needed. The modifica-
tion of responsibility resolved the dispute over the source of the duty of loyalty and achieved a
balance of interests.
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