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CORPORATIONS

I. THE CORPORATE FORM

A. Incorporation
The Characteristics of the Corporation (77)
Selecting a State of Incorporation (78)
Organizing the Corporation (78-85)
Texas Business Corporations Act ("“TBCA") [in "Texas Corporations and
Partnership Laws" (West 1999) ("Tex. Supp.”)]
art. 2.01, 2.02.A(18), 2.04-.10-1
art. 10.01-.06
Texas Miscellaneous Laws Act, art 1302—-2.06 (Tex. Supp.)

B. Promoters and Defective Formation

Problem on Defective Formation (Website)

Preincorporation Transactions by Promoters (85-88)
RMBCA art. 2.04
TBCA art. 3.04

Consequences of Defective Formation (88-92)
RMBCA 8§ 2.03-.04
TBCA art. 3.04, 2.21

Il.  CORPORATE STRUCTURE(Chapter 1V)

A. Allocation of Legal Power Between Management and Shareholders (127-31)
TBCA arts. 2.23, 2.31-.32, 2.34, 2.36, 2.42-.43, 3.02.A(10), (12)
Charlestown Boot & Shoe Co. v. Dunsmore (127-29)

People ex rel Manice v. Powell (129)
Note on Removal of Directors (131-32)

B. Formalities Required for Action by the Board (159-62)
TBCA: 2.35, 2.37, 2.41.B, 9.09-.10

C. Authority of Corporate Officers (162-65)

D. Formalities Required for Shareholder Action (165-70)
TBCA arts. 2.24-.29, 4.02-.03, 5.03, 5.10, 6.02-.03, 9.09-.10
Note on Formalities Required for Shareholder Action (16667)
Note on Cumulative Voting (167-70)
Cumulative Voting Formulas (Website)

E. Disregard of the Corporate Entity & Related Matters
Introductory Note on Limited Liability (170-71)

Minton v. Cavaney (183-85)

Arnold v. Browne (185)

Slottow v. Fidelity Federal Bank (185)

Radaszewski v. Telecom Corp. (185-66)

Kinney Shoe Co. v. Polan (Supp.29-31
Walkovszky v. Carlton (under—capitalization portions only) (178-82)
TBCA art. 3.05
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Fletcher v. Atex, Inc. (171-78)

Sea—Land Services, Inc. v. Pepper Source (Part 1)(186-90)
Berkey v. Third Ave. Ry. Co. (190)

Note on Application of the Piercing—the Veil Doctrine (190-91)

Note on an Empirical Analysis of Piercing Cases (191)

Note on Us. V. Best Foods and Direct Liability (191-93)

TBCA art. 2.21

Walkovszky v. Carlton (178-82)
Note on Further Proceedings in Walkovszky v. Carlton (182-82)

F. STRUCTURAL CHANGES (Chapter XII)
1.  Sale of Substantially All Assets (727-28)

2.  Statutory Mergers (732-35)
TBCA arts. 1.02.A(11), 5.01-.06, 5.11, 5.16

3. The Stock Modes and the De Facto Merger Theory (736-47)
TBCA art. 5.10.B
Text (736-37)
Hariton v. Arco Electronics, Inc. (737-39)
Farris v. Glen Alden Corp. (739-45)
Note on Farris (745-47)

4. The Appraisal Remedy & Valuation of a Business (21-26, 297-309, 728-32)
TBCA 5.11-.13
An Introduction to Financial Statements (21-26)
Text (297)
Note on the Delaware Block Method (297-99)
Solomon, etal., The Old Man and the Tree (300-06)
LeBeau v. N.C. Bancorpation, Inc. (306-09)
Note (309)
The Appraisal Remedy (728-32)

1.  CORPORATE DISTRIBUTIONS (Chapter XIII)
A. Introduction (854)
B. Limitations on Dividends under Creditors' Rights Law (858-60)
C. Limitations on Dividends under the Corporate Statutes
Problem on Financial Accounting and Funds Available for Dividends (Website)
1. Introduction (861-62)

2. The Capital-Impairment Test and its Meaning
Introductory Note (862-63)
Klang v. Smith Drugstores, Inc. (863-69)
Note on Klang v. Smith Drugstores, Inc. (869)
TBCA art. 1.02.A(3), (13), (16), (19), (24), (27); 2.38—1t0 2.38—4; 4.11-.12
The Current-Earnings Test; Nimble Dividends (869-70)

3. Earned Surplus Statutes
Note on the Earned Surplus Test (870-71)
Dividends out of Capital Surplus (870)

4.  Modern Dividend Statutes (872-74)
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D The Repurchase by a Corporation of Its Own Stock (874-75)
TBCA arts. 1.02.A(3), (13), (16), (19), (24), (27), (28); 2.38-.41; 4.08-.13
IV. REGULATION OF PUBLIC CORPORATIONS (Chapter V)
A. Shareholdership in Publicly—Held Corporations (122-27)
B. Shareholder Informational Rights Under State Law (196-206)
C. Shareholder Informational Rights Under Federal Law and Stock Exchange Rules (206-15)

V. SPECIAL PROBLEMS OF CLOSE CORPORATIONS (Part I) (Chapter VI)
A. Note on Partnership & Corporate Law (246-48)
B. Shareholder Control Devices

1. Voting Agreements (259-67)
TBCA arts. 2.29.C, 2.30, 2.30-1, 12.32.A(6), 12.35.B, 12.52

2. Voting Trusts (267-68)
TBCA arts. 2.30, 12.32.A(6)

3. Classified Stock and Weighted Voting (268-70)
TBCA arts. 2.30-1, 3.02.A.(5)-(6), 2.12-.13, 2.29.A & D

4.  Super—-majority Voting and Quorum Requirements at the Shareholder and Board Levels (282-86)
TBCA arts. 2.28, 2.30-1, 2.35, 12.32.A(13)

C. Agreements Controlling Matters Within the Board's Discretion (270-82)
(McQuade v. Stoneham & McGraw, Galler v. Galler)
TBCA arts. 2.30-1, 2.31, 12.01-.13, 12.31-.35, 12.37, 12.39

VI. THE DUTY OF CARE

A. The Business Judgment Rule (396-420, 470-71, 863-69, )
(Kamin v. American Express Co., Smith v. Van Gorkom, Klang v. Smith Drugstores, Inc.)

B. Monitoring and Internal Controls
(Francis v. United Jersey Bank [383-96], In re Caremark [420-33])

D. Liability Shields & Good Faith

(In re Walt Disney Derivative Litigation [Supp, 34-55], Stone v. Ritter (Website)
Tex. Misc. Corp. Laws Act, art. 1302-1.01, -1.03, -7.06

E. Indemnification (Waltuch v. Conticommodity Services, Inc.) (710-32)
TBCA art. 2.02-1

VII. THE DUTY OF LOYALTY AND RELATED PROBLEMS
A. Introduction to Self-Interested Transactions
1. General (446-61)

2.  Statutory Approaches (Cookies Food Products v. Lakes Warehouse ) (461-71)
TBCA art. 1.02A(2), (12), (15), 2.35-1
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B. Shareholder Derivative Suits
1. Introduction (641-45)
2.  The Nature of the Derivative Suit (653-54)
3. Derivative Suit Management
a. Demand on Directors (Marx v. Akers ) (66777, 692-94)

b. Dismissal of Properly—Filed Derivative Suits (678-94)
(Auerbach v. Bennet, Zapata v. Maldonado)

c. Filing & Dismissal in Universal Demand Regimes

ALLI, Principles of Corporate Governance 88 7.03-.13
RMBCA 8§ 7.42-.44
TBCA art. 1.02a(2), (12), (15), 5.14

C. Duties of Controlling Shareholders

1. Generally (489-95 & 483-87, 510-27)
(Sinclair Oil Co. v. Levien)
(Zetlin v. Hanson Holdings, Inc., Perlman v. Feldmann, Essex Universal Corp v. Yates)

2.  Self-Interested Mergers (Weinberger v. UOP, Inc.)(749-66)

3. Independent Committees (Kahn v. v. Lynch Communications Systems) (495-509)
D. Shareholder Ratification (In Re Wheelabrator Technologies Shareholders Litigation) (Website)
F.  Close Corporations: Fiduciary Duties and Other Means of Resolving Intra—Corporate Disputes

1. Fiduciary Obligations of Shareholders in Close Corporations (248-56, 286-97, Website)
(Donahue v. Rodd Electrotype Co., Wilkes v. Springside Nursing Home, Inc.,
Nixon v. Blackwell (Website)

2. Dissolution for Oppression and Mandatory Buyout (329-46)
(Matter of Kemp & Beatley, Inc., McCallum v. Rosen's Diversified)
TBCA arts. 2.30-1.A(8), 7.05.A.(1)(c), 12.32.A(5), 12.52
VIIl. INSIDER TRADING
A. (State) Common Law: Varieties of Fiduciary Duties (Diamond v. Oreamuno) (528, 624-31)
B. Federal Securities Laws: When Is Silence Fraud?

Securities Exchange Act 8 10(b)
Securities Exchange Act Rule 10b-5

1.  Insiders (535-36, 551-53, 580-88, 590-91)
(In the Matter of Cady, Roberts & Co., Chiarella v. United States,
Dirks v. Securities and Exchange Commission [Part Il, intro to Part I11])

2. Tippees (Dirks v. Securities and Exchange Commission) (588-98)

3. Misappropriation Theory (U.S. v. O’Hagan) (598-610)
Securities Exchange Act § 20A)

C. Corporate Information Management (Malone v. Brincat) (631-40, 610-12, 544 n.2)
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