
THE INSURANCE CODE OF 1956 (EXCERPT)
Act 218 of 1956

500.5240 Discharging duties of director or officer; commencement of action for failure to
perform duties.
Sec. 5240. (1) A director or an officer shall discharge the duties of that position in good faith and with that

degree of diligence, care, and skill which an ordinarily prudent person would exercise under similar
circumstances in a like position. In discharging his or her duties, a director or an officer, when acting in good
faith, may rely upon the opinion of counsel for the corporation, upon the report of an independent appraiser
selected with reasonable care by the board, or upon financial statements of the corporation represented to him
or her as correct by the president or the officer of the corporation having charge of its books of account, or as
stated in a written report by an independent public or certified public accountant or firm of accountants fairly
to reflect the financial condition of the corporation.

(2) An action against a director or officer for failure to perform the duties imposed by this section shall be
commenced within 3 years after the cause of action has accrued, or within 2 years after the time when the
cause of action is discovered, or should reasonably have been discovered, by the complainant, whichever
occurs first.

History: Add. 1988, Act 290, Eff. Jan. 1, 1989.

Popular name: Act 218
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