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SUMMARY

The Supreme Judicial Court of Maine held that Delaware law requires gross negligence to establish a
breach of a corporate officer's fiduciary duty of care, even when the business judgment rule does not
apply. It vacated the jury verdict because the trial court improperly instructed the jury that ordinary
negligence could establish a breach, and remanded for a new trial on that count. The court also vacated
and ordered dismissal of the unjust enrichment claim because it was based on the same conduct as the

fiduciary-duty claim.
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QUESTIONS PRESENTED

1. Whether the Superior Court improperly instructed the jury that Baldwin could breach his Delaware-law

fiduciary duty of care through ordinary negligence or failure to act with care, competence, and diligence.

2. Whether WahlcoMetroflex could maintain an independent unjust-enrichment claim based on the same

facts underlying its breach-of-fiduciary-duty claim.

HOLDINGS

1. Under Delaware law, gross negligence, rather than ordinary negligence, is required to establish a breach
of the fiduciary duty of care even when the business judgment rule does not apply. The Superior Court
therefore erred by instructing the jury that Baldwin could be liable for failing to act with care,

competence, and diligence.

2. An unjust-enrichment claim cannot survive as an independent cause of action when it is based on the
same facts as a breach-of-fiduciary-duty claim and merely characterizes the alleged enrichment as unjust

because it resulted from that alleged breach. The unjust-enrichment claim therefore had to be dismissed.

KEY QUOTATIONS

“Thus, Delaware law requires gross negligence to establish a breach of the duty of care even when the

protections of the business judgment rule do not apply.” (49)

“There is no detectable difference between the company's tort claim for breach of fiduciary duty and its unjust
enrichment claim in which the enrichment is claimed to be unjust because it was accomplished through a
breach of fiduciary duty.” (50)

FACTUAL BACKGROUND

WahlcoMetroflex, a Delaware corporation, obtained financing secured by personal guaranties from its seven
shareholders, including Baldwin. The guaranties required each shareholder to provide Wells Fargo annual
personal financial statements, but Baldwin failed to submit statements for 2003 and 2004, resulting in fines to
the company. Baldwin later reduced his salary, began consulting for British Petroleum while retaining his
position as president and CEO, and eventually resigned after the company elected a new president. The company

sought damages for breach of fiduciary duty and unjust enrichment based on these events.
PROCEDURAL HISTORY

WahlcoMetroflex sued Baldwin on seven counts arising from his failure to provide personal financial statements
required under the company's financing arrangements and his work for British Petroleum while still an officer of
the company. The Superior Court granted Baldwin judgment as a matter of law on three counts, submitted the
remaining claims except unjust enrichment to the jury, and entered judgment for the company on the fiduciary-

duty claim and the unjust-enrichment claim. The Supreme Judicial Court vacated the fiduciary-duty verdict



because of an erroneous duty-of-care instruction, vacated the unjust-enrichment judgment, and affirmed the

judgment in all other respects.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand for a new trial limited to Baldwin's breach of fiduciary duty for failure to provide personal financial
statements, Count 1, and for dismissal of the unjust-enrichment claim. The judgment is affirmed in all other

respects.
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