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Company Policy 
Legal Duties of Directors and Officers
Purpose: Adherence to the legal duties of directors and officers as a requirement by the business law
Scope: The Compliance Policy applies to all directors and officers, all employees, all functions, and all units in Fitzgerald Foods once adopted by Senior Management.
Legal Duties of Directors and Officers
As a manager or an officer in the company, one is bound by two fiduciary duties, the duty of loyalty, and the duty of care. These duties arise from their responsibilities as required of their positions within Fitzgerald Foods. Over time, the courts have redefined these duties to ascertain what a breach is and what is not.
As a fiduciary of Fitzgerald Foods, the directors owe the company utmost loyalty. In the event of a conflict between the officer’s personal interest and that of the company, he/she has a legal obligation to consider the company’s interests above his own. The duty of loyalty arises from situational relationships between the director and the corporation: contracts with the company and corporate opportunity. The director is not prohibited from entering into contract with the company. However, the nature of the contract or transaction must be fair to the corporation. If the contract lacks fairness in its nature of transactions, it is bound to be void (Boatright, 2015). If it is unfair but the director makes full disclosure of his interest in the contract and other board members approve the transaction, then the contract is permitted.
Whenever a director or officer learns of a prime chance to engage in business that might be beneficial to the company, the law obliges him/her to present the opportunity to the company. Such opportunities include acquisition of another company, property purchase, licensing, or marketing patents.
In his legal duty of care, a director or an officer must use his intelligence in a thoughtful way to his responsibilities in the company. The director must make rational effort to get the relevant information before making a decision. At minimum, the director must be attentive to the company’s proceedings; he must attend meetings, acquire and analyze information that is necessary for decision-making, and monitor the performance of his subordinates. Section 8.30 of the RMBCA exonerate directors the obligation of playing detective when it comes to validity of information, especially financial data provided the corporate employees (Boatright, 2015). Therefore, the director does not need to confirm with another attorney once he has received information for one competent attorney.
Despite the legal requirements of the director, it is understood that he cannot spend all his time on corporate affairs; he is allowed to rely on the words of others. The director can also not be perfect in making corporate decisions since risks in the business environment are a substantial factor. No decision, regardless of how thoroughly discussed, guarantees success. Therefore, the courts will not second guess the decisions made out of good-faith and due care. This is the business judgment rule, which presumes that the directors of the company acted on an informed, good faith, and honest belief in the best interests of the company. The general test of the rule is whether the director’s decision was one sided that no business associate of ordinary judgment would make the same decision. While the rule seems to provide cover to the directors, this is not the case; a shareholder who is not pleased with decisions of the director may file a lawsuit.
Benefits of Compliance
Compliance to the fiduciary duties reduces the legal risks and costs. Fitzgerald Foods directors and officers must therefore comply with the requirements and avoid breaching.  Compliance also builds trust with the company’s customer base as they are sure the transactions or contracts align with the business laws. The company demonstrates efficiency and effectiveness in its operations by aligning to the organizational strategy, transparency, trust and brand loyalty, and valid information to make viable business decisions (Beatty, Samuelson, & Abril, 2017). The employees’ retention rate will also improve in the company as the directors adhere to the business laws, thus reducing the cost of hiring and create a culture of fiduciary duty adherence. 
Consequences of Non-Compliance 
Failure to comply to the legal duty, may attract lawsuits to the directors and officers. Shareholders of the company who are unsatisfied with the director’s decision can file a derivative suit. Unethical activities by the director lead to the violation of his legal duty to the company and he is bound for punishment (Beatty, Samuelson, & Abril, 2017). For example in the last three years in Fitzgerald Foods, three directors have been force to resign due to non-compliance. The chairperson knew the implications of non-compliance and thus sought to train all the directors and officers of the legal duties that are their obligations.
In 2017, 6 Volkswagen Executives were charged for their roles in the company’s emissions-cheating scandal. The company had also pleaded guilty in crimes of violation of the Clean Air Act and a conspiracy to commit wire fraud. The automobile manufacturer was fined $4.3 million in the case (Tabuchi, Ewing, and Apuzzo, 2017).
The chairperson of Fitzgerald Foods should adopt risk management procedures to avoid future violation of the legal duties by the company’s directors and officers. Such procedure would include a continuous appraisal by the management, legal counsel, and the auditors regarding the risks that the corporation might face. The chairperson should also review all communications across the company, both formal and informal, to have it under control and make it as open and prompt as possible.
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