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“A business corporation is organized and carried on primarily for the profit of the
stockholders. The powers of the directors are to be employed for that end. The
discretion of directors is to be exercised in the choice of means to attain that end and
does not extend to a change in the end itself. to the reduction of profits or to the
nondistribution of profits among stockhalders in order to devote them to other purposes.
... [1]t is not within the lawful powers of a board of directors to shape and conduct the
affairs of a corporation for the merely incidental benefit of shareholders and for the
.684 'nya ,2°¥% 6 M¥N ,Dodge MY .primary purpose of benefiting others™

Parke v. Daily News [1961] 1 All ER. 695
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“Directors’ powers are given to them to be used for the benefit of the company, that 11
is, for the benefit of the shareholders as a whole, and not for the benefit of the directors
themselves, nor for the benefit exclusively of a section of the shareholders or
employees of the company, nor for the benefit of the company’s parent or holding
company or the company’s subsidiary, or of outsiders.” Rcbert R. Pennington,
Company Law 789 (7th ed., 1995)
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Parke N3%N 0702 7Y @UTWT PMLTI AN 007 PRY 7300 103 TROW LM 2pY 02T

Herald Co. v. Seawell, 472 F.2d ,70n% 87 7797 p*052 Mk mMyT o1 Im»p *aqx 13
PTEM MR TINID PP 20T TPAIRD MM2AT PN 0D PURD MR 12 ™3 L1081 (1972)
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A business corporation should have as its objective the conduct of
business activities with a view to enhancing corporate profit and
shareholder gain.
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001D ®2) 7ORDMY TPRYN 2135 LA — 112 3—402/0 (') ¥7AN YT 7Y 00T Rionn
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American Law Institute, Principles of Corporate Governance: Analysis and 16
7YIR MR JEY ,2.01 PY0 2 NOWAW wAIY 21N Recommendations § 2.01 (1994)
3% .MET oaw 0287 920 vpeMES YU MBTIR METTa Yapni L9070 nEwa P e
TR IR NI YT MEpmen 13 K1ZRD PRI 0Nt Ty IR 2878 Yo
g0

* Committee on Corporate Law, American Bar Association, “Other Constituencies W7 17

*3 DDMIAT Wt .Statutes: Potential for Confusion,” 45 Bus. Law. 2253, 2265 (1990)
qgp MY O 73 PRIAT TR MIAT PY CRMA? aNIR% MDY P2 NenanT nebn
Donald E. Shwartz, R .GM3ANG "M R ey o nraen Chya omm)
“Defining the Corporate Objective: Section 2.01 of the ALI’s Principles,” 52 Geo.
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pyn® ,7Mn nopn (“shareholder primacy”) NTINT *Pya v meryn .O0UnN
FTDTAMR BY W P By Mmwd B2 mawnna naaT SPann RIS o
JTTA0 TN N TR TN R Doy Paraa nriowm

18:75 71 X113 73000 DR PARYP B0 ‘211 0270 $0°7 M3 YIPRI

Although corporate statutes do not answer this question explicitly,
lawyers, judges, and economists usually assume that the more
ultimate purpose of a business corporation is to make profits for
its shareholders. More precisely, corporate managers (directors
and officers) are supposed to make corporate decisions s0 as to
maximize the value of the company’s shares, subject to the
constraint that the corporation must meet all its legal obligations
to others who are related to or affected by it. These others include
employees, creditors, customers, the genmeral public ... and
governmental units. In other words, although the corporation has
numerous and perhaps all-encompassing duties to these others, it
is the shareholders who have all claim on the residual value of the
enterprise, that is what's left after all definite obligations are
satisfied. and the managers have an affirmative open-ended
obligation to increase this residual value, rather than the wealth of
some other affected group (including themselves).

DUPRYTIAT ETA2 CPRNT MW PN 2077 ORDI YT PANKM MWYR DRNpY 07K

P190% WHMT MONANTMEOND MR JPERRR AT JYInn e avneTen
~ grpyon 19.37ann vhan® MRS onTann YD matTan Sw avpinn poa
~ 2ghap o o 1127 20,“Corporate Constituency Statutes” 0711307

Wash. L. Rev. 511, 527-530 (1984) (American Law Institute, Corporate Governance
~Project: Objective and Conduct of the — Corporation)

Robert Clark, Corporate Law 17-19 (1986)

Charles 7 ,1991 N3y 7121 170 IR 722 PINR 9790 M2TRTY MaTm 28 Bw awen?
Hanson, “Other Constituency Statutes: A Search for Perspective,” 46 Bus. Law. 1355,
W IR 173 07PN ISRRY MITH 31 1101, 1995 Naw2 AN IMNG LAppendix A (1991)
Jesse H. Choper, John C. Coffee, Jr. & Ronald J. Gilson, Cases and Materials on
Corporations 1057 (4th ed., 1995)

S5 “stakeholder statutes”, “expanded constituency stamites” 0721 030 MAw O°pIN°
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In taking action, including, withodt limitation, action which may
involve or relate to a change or potential change in the conirol of
a corporation, a director shall be entitled to consider, without
limitation, ... the effects that the corporation’s actions may have
in the short-term or in the long-term upon any of the following:

AR DPRRTTRCTIN APK I L ITTORnTIYTRE IR0 DY 1A Iwn sennp
(O3RN BAp AN PR 0T mAs nh e oW (OThYT 50 nTYTR  IURDTYR

YUIRINT W) 0P AT M onT2 ane T 009 PR o9 pin Sent o 22
7Y PR L(70PRPR IR PR DO0TIR2 WNNN? NIRRT MMM WRIntY Pyon
Boo R oI PR P T IR haRn R 2wnnnt e ) onw
T3pN2 MR TYTIR TN BT ORT) ONTINNT DURTRTE DORING L(ATTATL AR PR
AN OTIT OPAPR IR (70TRPN TRY PY DU0TRIRY TUnnaY STRGS o aaann
ST 2wnn?

WY B DOMWPKI ARWANT OTND PIIPIINTNIRIR MR o0apn pm Y 12 23
ORI PY 73 YAPw Rl NSTTA Pw mvanm pina mxn v e amn .ohnpn
MDD POy MtRT PRI KT Ny D0PNpT IRY v D70N0aRI 2wnnnT mm Nt
“a director of a... corporation ... shall consider, in determining what he reasonably
believes to be in the best interests of the corporation, ... (3) the interests of the

corporation’s employees, customers, creditors and suppliers, and (4) community and
social considerations including those of any community in which any officer or other
facility of the corporation is located,” Conn. Gen. Stat. Ann. § 33-313(e) (West Supp.,
MESED P MBToD AMan® P nPaam wRInn AN IR A AT PN L1992)
023 %3 B Ton W M nen AT 1A0) Tana oY o oya10 D37y
.Conn. Gen. Stat. § 33-756(d) (1999) W7 .(7am1

.15 Pa. Cons. Stat. Ann. § 1712(a) (West, 1995)

JUTIRT TR ,"'11"'?’N SPRIP

N.Y. CLS Bus. Corp. Law § 717(b) (1999)
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(i) the prospects for potential growth, development, productivity
and profitability of the corporation;

(i) the corporation’s current employees;

(iii) the corporation’s retired employees ...

(iv) the corporation’s customers and creditors; and

(v) the ability of the corporation to provide, as going concern,
goods, services, employment opportunities and employment
benefits and otherwise to contribute to the communities in
which it does business.
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they confirm what the common law has been: directors may take
into account the interests of other constituencies but only as and
to the extent that the directors are acting in the best interests, long
as well as short term. of the shareholders and the corporation.?”
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an analysis by the directors of the nature of the takeover bid and
its effect on the corporate enterprise. Examples of such concerns
may include ... the impact on ‘constituencies’ other than
shareholders (i.e., créditors, customers, employees, and perhaps
even the community generally).30
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operating in the vicinity of insolvency, a board of directors is not
merely the agent of the residual risk bearers, but owes its duty to
the corporate enterprise.®
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will recognize that in managing the business affairs of a solvent
corporation in the vicinity of insolvency, circumstances may arise
when the right (both the efficient and the fair) course to follow for
the corporation may diverge from the choice that the stockholders
(or the creditors, or the employees, or any single group interested
in the corporation) would make if given the opportunity to act.*
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“Stockholders are no longer sacrosanct; there are other interests to comsider ... :1974
We might ... ask what representation the modern comstituency of the corporation —
employees, consumers, and the public, as well as sharcholders — should have in
corporate governance.” William L. Cary, “Federalism and Corporate Law; Reflections
Jupon Delaware,” 83 Yale L. J. 663, 698, 701 (1974)
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