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Dorchester Finance v Stebbing [1977] BCLC 498 
Scenario: 
§ A money-lending company had three directors, including Stebbing. Stebbing worked full 

time for the company (executive director). The other two directors visited the premises 
only very rarely, and paid very little attention to it (NED’s). 

§ No board meetings were held. The other two directors signed blank cheques at Stebbing’s 
request, and Stebbing used these to make loans which were unlawful and therefore 
irrecoverable. 

Held: 
§ They had breached their duty to exercise reasonable care and skill. All directors were 

liable to pay the company’s losses. The judge rejected the idea that non-executive 
directors have no duties to perform. 

 
 
Re City Equitable Fire Insurance Co. [1925] Ch 407 
Scenario: 
§ The company lost £1.2m – partly due to the failure of certain investments, but mainly due 

to the frauds of Bevan, the chairman of directors. Bevan included items in the company’s 
accounts under the headings ‘loans at call’ and ‘cash in hand’ – the other directors never 
enquired. 

§ These were actually loans to himself and a large cash payment to a stockbrokers firm in 
which he was a partner. 

§ A liquidator sued the other directors for negligence – tried to make them personally liable 
for the losses. 

Held: 
§ The other directors were held to be negligent – the articles exempted the directors from 

liability caused by anything other than their own “wilful neglect or default” (this is now 
invalid). 

 
 
Norman v Theodore Goddard [1992] BCC 14 
Scenario: 
§ Mr Q, a surveyor, was the director of LB Investments Ltd., a property company. Mr Q was 

responsible for managing its properties. 
§ The shares in the company were owned by a trust administered by Theodore Goddard 

Solicitors. Bingham, a partner in TG and a trust law specialist, was the other director. B 
advised Q that the company would save tax if surplus cash was deposited with Gibbon 
Ltd., a company registered in Jersey which B said was controlled by TG. 

§ Q accepted the advice – in fact, Gibbon Ltd. was not controlled by TG, but by B personally 
– it was a vehicle for him to steal the money. 

Held: 
§ (1) Q had not breached his duty of care: objective test – a director need not exhibit a 

greater degree of skill than might reasonably be expected from a person undertaking his 
particular duties. Q is expected to have reasonable skill in property management, not in 
offshore tax avoidance. 

§ (2) Business could not be carried on upon principles of distrust – men in responsible 
positions might be trusted until there was reason to distrust them. Q had no reason not to 
trust B before the deal. 

§ (3) Q was not negligent in relying on B’s advice – it was reasonable to accept the 
information B had given him without further questions or independent inquiry (i.e. would 
not have fallen foul of s.174). 

 
 
 
 
 
 



Marquis of Bute’s Case [1892] 2 Ch 100 
Scenario: 
§ The Marquis was made the president of Cardiff Savings Bank after 6 months of his father’s 

death. 
§ He attended one board meeting in 38 years. There were certain irregularities in the 

running of the bank led to losses. 
Held: 
§ He was held not to be liable – although this is unlikely to be decided in the same way 

today. 


