BUSINESS ORGANIZATIONS

FINAL EXAMINATION – APRIL 11, 2005

ISSUE OUTLINE


I. Question 1 – Shareholder Proposals/Proxies

A. Simpson’s proposals

1. General

a) Simpson is existing shareholder

b) Corporation may refuse only in specific circumstances

2. Stop serving beef

a) Not proper subject for shareholder action

b) Relates to ordinary business operations

c) Deals with same subject matter as unsuccessful prior proposal

3. Election of directors

a) Related to election to office

b) Probably counter to corp proposal submitted at same meeting

c) Relates to ordinary business operations

4. Repay $1,000,000 demand note

a) Nor proper subject for shareholder action

b) Seeks redress of personal claims

c) Relates to <5% operations and not otherwise significantly related to corp’s business

d) Relates to specific amounts of cash

5. Stop serving salads

a) Not proper subject of shareholder action

b) Relates to <5% operations and not otherwise significantly related to corp’s business

c) Relates to ordinary business operations

d) Deals with same subject matter as unsuccessful prior proposal

6. Conduct study about employees

a) Not proper subject for shareholder action

b) False or misleading

c) Beyond corporation’s power to effectuate

7. Admit okapi

a) Not proper subject for shareholder action

b) False or misleading

c) Beyond corporation’s power to effectuate

d) Relates to ordinary bueinss operations

B. Proxy Contest

1. She should be able to get shareholder list (>5% shares)

2. Comply with Securities Exchange Act

3. Full Disclosure of all pertinent facts

II. Question 2 – Insider Trading

A. General

1. Discuss 10b-5 elements

a) Material misrepresentation or omission of fact

(1) Misappropriation theory

(a) Noninsiders who wrongfully acquire material nonpublic information

(2) Tippee and Tipper Liability

(a) Receive information from insider

(b) Knew or should have known of breach of duty by insider

b) Scienter

c) Reliance

d) Causation

e) Damages

2. Discuss 16(b) elements

a) Director, Officer, 10% shareholder

b) Trade registered securities

c) Stock or convertible debt

d) Within 6 months

e) No intent necessary

f) Profit must be made

B. Ernie’s liability

1. 10b-5

a) Misappropriation

2. 16(b)

a) 10% shareholder both times

b) No liability

C. Grover’s liability

1. 10b-5

a) Insider

2. 16(b)

a) Officer

b) Purchase/sale within 6 months

c) Made profit, but unknown how much

D. Bert’s liability

1. 10b-5

a) Misappropriation from Ernie

b) Misappropriation from Cookie

2. 16(b)

a) 10% shareholder

b) No purchase/sale within 6 months

c) No liability

E. Cookie Monster’s liability

1. 10b-5

a) Misappropriation

2. 16(b)

a) No liability

III. Question 3 – Poison Pills Policy

A. What is a poison pill?

B. Why is it used?

C. Examples of poison pills

D. Examples of defensive measures

E. Policy justification for poison pills/defensive measures

F. Policy justification against poison pills/defensive measures
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