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Viewpoint  

Conflicted Boards and Self-Dealing  

In Gantler v. Stephens
1

, the Delaware Supreme Court recently reversed a Court of Chancery's 

dismissal of a case against officers and directors of a bank holding company for rejecting an 

acquisition offer due to a majority of the Board of Directors' conflict of interest.  

In the Gantler case, the Delaware Supreme Court confirmed that officers as well as directors 

could be charged with breach of loyalty. The Court also confirmed how if a disclosure is made, then 

it must be a full disclosure. The Court refused to allow conflicted Boards to hide behind the 

shareholder ratification doctrine. In other words, shareholders' claims against Boards were not 

extinguished by a favorable shareholder vote when there was partial disclosure to shareholders by a 

Board having a conflicted majority.  

The facts in this case most assuredly have been played out many times with other banks 

whereby the Board put its self-interest ahead of the shareholders. A careful and thorough 

examination of all the facts will be necessary to ensure that the proper parties are called on the carpet 

for their self-dealings.  
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This material is intended for educational purposes only. The conclusions expressed are those of the author and do not necessarily reflect the views 

of Kerkstra Law Offices LLC. While this material is based on information believed to be reliable, no warranty is given as to its accuracy or 

completeness. Concepts expressed are current as of the date appearing in this material only and are subject to change without notice.  

TAX ADVICE NOTICE: The Internal Revenue Service (IRS) now requires specific formalities before written tax advice can be used to avoid 

penalties. This communication does not meet such requirements. You cannot contend that IRS penalties do not apply by reason of this 

communication.  
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