Popular Misconceptions

· The company will pay any damages and legal costs awarded against it s Directors.

Wrong – by law, the company may only meet defence costs and damages awarded against its 
directors in certain circumstances.  Even then, a director would be unable to insist upon such 
payment as a right.

· I’m not a director so I can’t be held liable as an individual.

Wrong – in fact, many senior company officials are viewed as directors or officers in the eyes of 
the law because their duties are the same regardless of their job titles.

· We do not have any exposure to D & O because we are a small/ family owned firm with no external shareholders.


Wrong – The law is fundamentally the same for both private and public companies and while it is 
only in exceptional circumstances that directors may be liable to shareholders, they can be on the 
receiving end of actions from many other sources including regulatory bodies and third parties 
such as creditors.

· Directors of limited companies have limited liability 

Wrong – It is true that shareholders have limited liability but directors do not, even if they are 
shareholders as well.  In fact directors may have unlimited personal liability.
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