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Abstract: In China’s judicial practice, there have been many cases where business judgment rule is
applied. Due to the lack of legislation, there are problems such as inconsistent cause of action,
swinging introduction status, and large deviations in application paths. The business judgement
rule does not completely block court review, but rather allows court review of directors’ decisions
under certain circumstances. The business judgment rule should be introduced as a legal system
independent of the principle of judicial modesty during the amendment of the Company Law. In
terms of specific review steps, it should be limited to the disputes related to the obligations or
responsibilities of directors. The decision-making procedure of directors should be examined first,
then the contents of decision-making can be formally examined when the procedure is illegal, and
substantive review can be conducted in certain circumstances. In connection with the judgment of
directors’ obligations, loose or strict examination standards can be adopted on subjective fault
elements according to the specific circumstances of good or poor corporate governance, so as to
play a relatively objective and dynamic flexible role in the judgment of directors’ obligations and
provide directors with different degrees of exemption space. Lastly, the shareholders shall provide
preliminary evidence, and then the burden of proof should be reversed to the directors.

Key Words: business judgment, substantive examination, directors’ obligations, autonomy and

intervention, corporate governance
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