


REEHAS
97).22

y
@

FEIARKXF MR
WEST GROUP

P



EHEERKRE (CIP) ¥R

WNEIE: W3/ () DUBREE; XER%E, R
b PEARKZES R, 2000

(REEMHEERY T RA)
FZFEX: THE LAW OF CORPORATIONS

ISBN 7-300-03645-7/D-" 526
L8

I.OW... Oxl... Of...
Il . 2wk H-3E3C

V. D971.222.9

o E A E B CIP BB T (2000) 45 55758 &

RBEHERT] Yz h
West Nutshell Series

REE B

THE LAW OF CORPORATIONS
(Fourth Edition)

[£]) R W. x%xm %
XRE kR E

VikiE 3

M EAT: PEARKZES R
(ARt XA KA 315 HF%E 100080)
KITEB: 62514146 [IH#6: 62511369
BEHE: 62511242 HARER: 62511239
E-mail: rendafx@public3. bta. net. cn

% B HERE

B Rl =t EpRl

FEA: 787x980 XK 1/16 EN3K: 41 $HT 1
2001 4E 1 A%E 1RR 2001 4F 1 45 1 ERRI
FH. 745 000

EH: 45.00 T
(BB BEPEE R, At 7 35 #)



HMEEZ A - XKRTEN (QAFA%) —BREBFSASEFERFELE
¥ NFENLENTHA S, ZFH B 1980 £ d £ E W H HIRA T % — IR E IR
RATUR, X&ET 1987 £, 1991 51 1996 F = KB R KT, 5%, X&FH
HYEARAFHBRHEEBNEBREST, INXREZER A IHEEFRNHK
R, ¥4, B QAFAZECEZRXNOIR —HTEXE, THRAEZER, £%
AN ENARAR A LB RERE, WEREE,

AEHBRAKEEZ R, #BEY, HHRE, LAKRE, AfEE -8
ARMEHNEEB N, EXE, BT RKEAH RN B KB 7 &R L% Fn 3 4]
B2, EEWATEAEHRALE SO MNE AT LEfmAAEZE, Bk, E
RELEMMEKATEMNY AT EAEHEELE — AN THBF P ELTH
B EE-—KXEB AT REREBNLALERNAAGAES, b2 %K,
EERBREXNFEEAATEARNENE 2 EHER. WA ES5REHE
B LEBAGHG . FRFBFENFE, i, NERLE, ZHFEERT A
BNERAR ., AAWNHSRELEARE LML, WHEZTAFAKRIT., AFH
A, ARMBR. AEANEELEN, BRARKWNGRDT (SRARRFLS
BAMERD, REKNKEEFFRR), FEHNS 5 HE, AT HFAHEIE.
AFLETATERABERDANTE R ERAEERE ELEENE, ANEAEY
WELE, EMERNERE, MEH %, I, ZHL9OZTH 9 AHEEAR
BB ERANEEA, RMRE TRAZR M, LEFETERRESH. £
RKEFS, RARRE., REAREL, BREXRRIBIL., RERERE. BOELR
WEREBRERENAE,

AAWRARKEZR, EERAY, TEEE, AFAERTHEFHLH%E
BEE, AXFRAERAADAEWFREEMXHN BT HEAE M, BRT
Th, AUEXHBFNEEABLTZE, EEENLTELR, 2ERELT
R, ARFTRETREEFRFANEEREXAT RSN NLE, 5EMmE
XpaEkFEMAY, AFEATEERELA. 5. RN BERY, F48k
FHREAAAFURULEEAENEF R EBENE, Y FTES AEHEWE, £

1



HiAPr —BERTWARAERLEEAET — UL EREMR, YR, Y THD
BHAEBNKBE, AR FEE R EEXRERE SIS R, £%
EARABEERBEHTRAEDE. EETEEBHIEL,

APMBEABEZIZR, BRAONET XE QA F E WA ZE AR E fo LK H
B, WBTTLYRMELVWBNRMRN AT EZEAEZURANFAEFERM L RN
B, ZPRLQBCRATHATERE, I EFFIEZENEAEZRET HERY 2R
TR, ARGONETXEAT RN EEEE, mXEAFAEFERAATAH
HEFTHENEL, NANEARE —ZEARXRNE®, AAZELCEARNBK
REBNK (FWREMK) %, X THAEREEZH 2 RANE, TELARL
o B

ZERERLRAAWTHEFER. XENARERPREANZE R
W, BRMEEFNT AT ERB TENRNBRERA SR T, #REEANT %
¥EHEEKRZHN “DEMHEE" (corporate America) , % 1% £ H ¥ 4 % ¥
RERHE 1921 FELLRRE: “DEARARRLEFANE T _HWRHA,
BREXATBBLEEZHE, THEBRELRAAR, KAMEWNEERELHE
WEHE", XENTNFEWRXLEEREFE ST, BAMENIHE AT LER
R AEEMMBERAR XL, WAHGE, XEFEHRETLEAA RS X
MERAAMNRRE, DNETHAXXZZRERML, EARBENT RS, 5854
wHo

1999 F 9 A (PP RXTEALCVKEMRELETEA AN RE) ¥
i, “BIARLCLFHE, EXBHLUAEFRTHEFHLRESR, £
AHFETHEFMELNAERRE, REALVEREN T E”, ARL L& B
ERTRBEFNAEALLH XD LA BFRIADYE, ChAEREFAEAL L
WL EFUHFTR, BALCLEZIARDVHENLRE, RAEAL LA HE
., EAL, FEALCYNEMNBREA. TABHNEARTREZA. 2B
A “AROVHE” —FA] . %X, EFRCEARAAHNE, v F
ARERLLHE ., AREKALFHEFARS RSV E; TEHNRIEN
RAFAFE, BHEABRRELAAFE. BROARATHE, LHE EFAF 4
Bo B, REEALLBIHARLCLHE, REARLAAHE., Bk, (&
) B, DNAFRARDVHEN R ERLEAEHR",

HTRENAALRRI RS, AARERFAEG. RERHLRLEE
B, AERE 1993 FMAW (QE%) EEEERDBEH, MEFXEEK (A
) BRMEREE, AT, RE. 2EE. FRAZHRANE X AHBYE

2



EAREBEAEBRAMEL R I, T xENTEMBE, AN EEH b
R, RNV REAFRSHTEEN N EERM, A RADRERR L L5 F 0
B, #—FRAREAAERNFEAT, REREHAFA TSR, YREAT Y
WHEAREERUE LS, BALEALBLELE AT PR LR T M. H
I %P EHME, PEARAZHKABEE (AF%) —H WL REER
TEHREBRN AR EAP AL, REEHE, hh e, THER
PEEF YL, HES ARFFEHE, UETFAERHITE,

X 4% g
20004£1 H 22 H
TRERFER A%



THE LAW OF
CORPORATIONS

IN A NUTSHELL
Fourth Edition

ROBERT W. HAMILTON

Minerva House Drysdale Regents Chair in Law
The University of Texas at Austin

0
ST. PAUL, MINN.

WEST PUBLISHING CO.
1996



TABLE OF CASES

References are to Pages

Abercrombie v. Davies, 36 Del.Ch. 371, 130 A.2d 338 (Del.Supr.1957), 228, 232
Application of (see name of party)

Aronson v. Lewis, 473 A.2d 805 (Del.Supr.1984), 396

Auer v. Dressel, 306 N.Y. 427, 118 N.E.2d 590 (N.Y.1954), 191

Austin v. Michigan Chamber of Commerce, 494 U.S. 652, 110 S.Ct. 1391, 108
L.Ed.2d 652 (1990), 71

Baker v. Commercial Body Builders, Inc.,, 264 Or. 614, 507 P.2d 387 (Or.
1973), 302 ’

Barnes v. Andrews, 298 F. 614 (3.D.N.Y.1924), 384

Bartle v. Home Owners Co-op., 309 N.Y. 103, 127 N.E.2d 832 (N.Y. 19556), 100
Basic Inc. v. Levinson, 485 U.S. 224, 108 S.Ct. 978, 99 L.Ed.2d 194 (1988), 484
Benintendi v. Kenton Hotel, 294 N.Y. 112, 60 N.E.2d 829 (N.Y.1945), 298
Berkey v. Third Ave. Ry. Co., 244 N.Y. 84, 155 N.E. 58 (N.Y.1926), 101
Birnbaum v. Newport Steel Corp., 193 F.2d 461 (2nd Cir.1952), 447

Blau v. Lehman, 368 U.S. 403, 82 S.Ct. 451, 7 L.Ed.2d 403 (1962), 442
Bradshaw v. Jones, 152 S.W. 695 (Tex.Civ.App.1912), 86

Browning v. C & C Plywood Corp., 248 Or. 574, 434 P.2d 339 (Or.1967), 176
Bryan, United States v., 58 F.3d 933 (4th Cir.1995), 434

Burkin, Application of, 154 N.Y.S.2d 898, 136 N.E.2d 862 (N.Y.1956), 308
Burnett v. Word, Inc., 412 S.W.2d 792 (Tex.Civ.App.-Waco 1967), 195, 196

Business Roundtable v. S.E.C., 905 F.2d 406, 284 U.S.App.D.C. 301 (D.C.Cir.
1990), 158

Cady Roberts & Co., Matter of, 40 SEC 907 (1961), 431

Caplan, Petition of, 20 A.D.2d 301, 246 N.Y.S.2d 913 (N.Y.AD. 1 Dept.1964),
446

Cargill, Inc. v. Hedge, 375 N.W.2d 477 (Minn.1985), 117

Carpenter v. United States, 484 U.S. 19, 108 S.Ct. 316, 98 L.Ed.2d 275 (1987),
432, 434

Cede & Co. v. Technicolor, Inc., 542 A.2d 1182 (Del.Supr.1988), 552

XV



TABLE OF CASES

Central Bank of Denver, N.A. v. First Interstate Bank of Denver, N.A., _
U.S. —=-, 114 S.Ct. 1439, 128 L.Ed.2d 119 (1994), 494

Cheff v. Mathes, 41 Del.Ch. 494, 199 A.2d 548 (Del.Supr.1964), 426

Chestman, United States v., 947 F.2d 551 (2nd Cir.1991), 433

Chiarella v. United States, 445 U.S. 222, 100 S.Ct. 1108, 63 L.Ed.2d 348
(1980), 432, 433, 434

Cinerama, Inc. v. Technicolor, Inc., 663 A.2d 1156 (Del.Supr.1995), 418

Clark v. Dodge, 269 N.Y. 410, 199 N.E. 641 (N.Y.1936), 196, 198

Clearfield Trust Co. v. United States, 318 U.S. 363, 318 U.S. 744, 63 S.Ct. 573,
87 L.Ed. 838 (1943), 115, 116

Cohen v. Beneficial Indus. Loan Corp., 337 U.S. 541, 69 S.Ct. 1221, 93 L.Ed.
1528 (1949), 471

Credit Lyonnais Bank Nederland, N.V. v. Pathe Communications Corp. (Del.
Ch.1991), 427

CTS Corp. v. Dynamics Corp. of America, 481 U.S. 69, 107 S.Ct. 1637, 95
L.Ed.2d 67 (1987), 376, 377

Dartmouth College v. Woodward, 17 U.S. 518, 4 L.Ed. 629 (1819), 6
Diamond v. Oreamuno, 301 N.Y.S.2d 78, 248 N.E.2d 910 (N.Y.1969), 424

Dirks v. S.E.C., 463 U.S. 646, 103 S.Ct. 3255, 77 L.Ed.2d 911 (1983), 432, 434,
435

Dodge v. Ford Motor Co., 204 Mich. 459, 170 N.W. 668 (Mich.1919), 517

Donahue v. Rodd Electrotype Co. of New England, Inc., 367 Mass. 578, 328
N.E.2d 505 (Mass.1975), 305, 306, 307, 414, 518

Edgar v. MITE Corp., 457 U.S. 624, 102 S.Ct. 2629, 73 L.Ed.2d 269 (1982),
376
Eichler v. Berner, 472 U.S. 299, 105 S.Ct. 2622, 86 L.Ed.2d 215 (1985), 437

Farris v. Glen Aldea Corp., 393 Pa. 427, 143 A.2d 25 (Pa.1958), 541

Fidelity Federal Sav. and Loan Ass’n v. Felicetti, 830 F.Supp. 262 (E.D.Pa.
1993), 456

First Nat. Bank of Boston v. Bellotti, 435 U.S. 765, 98 S.Ct. 1407, 55 L.Ed.2d
707 (1978), 70

Fliegler v. Lawrence, 361 A.2d 218 (Del.Supr.1976), 403

Foremost-McKesson, Inc. v. Provident Securities Co., 423 U.S. 232, 96 S.Ct.
508, 46 L.Ed.2d 464 (1976), 442

Francis v. United Jersey Bank, 87 N.J. 15, 432 A.2d 814 (N.J.1981), 383

Gall v. Exxon Corp., 418 F.Supp. 508 (5.D.N.Y.1976), 473

Galler v. Galler, 32 I11.2d 16, 203 N.E.2d 577 (I11.1964), 200, 202, 305, 308
Gearing v. Kelly, 227 N.Y.S.2d 897, 182 N.E.2d 391 (N.Y.1962), 299
Geyer v. Ingersoll Publications Co., 621 A.2d 784 (Del.Ch.1992), 427

X



TABLE OF CASES

Goodnow v. American Writing Paper Co., 69 A. 1014 (N.J.Err. & App.1908),
510

Hall v. Staha, 303 Ark. 673, 800 S.W.2d 396 (Ark.1990), 232

Heckmann v. Ahmanson, 168 Cal.App.3d 119, 214 Cal.Rptr. 177 (Cal.App. 2
Dist.1985), 426

Heller v. Boylan, 29 N.Y.S.2d 653 (N.Y.Sup.1941), 408

Honigman v. Green Giant Co., 309 F.2d 667 (8th Cir.1962), 445

Hospes v. Northwestern Mfg. & Car Co., 48 Minn. 174, 50 N.W. 1117
(Minn.1892), 141

Hunt v. Rousmanier’s Adm’rs, 21 U.S. 174, 5 L.Ed. 589 (1823), 223

Hyman v. Velsicol Corp., 342 Ill.App. 489, 97 N.E.2d 122 (11l.App.1951), 176

In re (see name of party)

J. L. Case Co. v. Borak, 377 U.S. 426, 84 S.Ct. 1555, 12 L.Ed.2d 423 (1964),
362, 363

John Kelley Co. v. C.I.R., 326 U.S. 521, 326 U.S. 698, 66 S.Ct. 299, 90 L.Ed.
278 (1946), 165

dJones v. H. F. Ahmanson & Co., 81 Cal.Rptr. 592, 460 P.2d 464 (Cal.1969)
445

’

Kahn v. Lynch.Commum'cation Systems, Inc., 638 A.2d 1110 (Del.Supr.1994),
403

Klinicki v. Lundgren, 298 Or. 662, 695 P.2d 906 (Or.1985), 412

Lehrman v. Cohen, 43 Del.Ch. 222, 222 A.2d 800 (Del.Supr.1966), 235, 297
Liggett Co. v. Lee, 288 U.S. 517, 53 S.Ct. 481, 77 L.Ed. 929 (1933), 14

Long Park v. Trenton-New Brunswick Theatres Co., 297 N.Y. 174, 77 N.E.2d
633 (N.Y.1948), 198

Marciano v. Nakash, 535 A.2d 400 (Del.Supr.1987), 203
Matter of (see name of party)

McQuade v. Stoneham, 263 N.Y. 323, 189 N.E. 234 (N.Y.1934), 196, 198, 199,
200

Mills v. Electric Auto-Lite Co., 396 U.S. 375, 90 S.Ct. 616, 24 L.Ed.2d 593
(1970), 364

Minton v. Cavaney, 56 Cal.2d 576, 15 Cal.Rptr. 641, 364 P.2d 473 (Cal.1961),
Mo;'lao: v. Household Intern., Inc., 500 A.2d 1346 (Del.Supr.1985), 374, 392
Nixon v. Blackwell, 626 A.2d 1366 (Del.Supr.1993), 199, 307

Obre v. Alban Tractor Co., 228 Md. 291, 179 A.2d 861 (Md.1962), 170

XX



TABLE OF CASES

Old Dominion Copper Mining & Smelting Co. v. Bigelow, 203 Mass. 159, 89
N.E. 193 (Mass.1909), 89

Old Dominion Copper Mining & Smelting Co. v. Lewisohn, 210 U.S. 206, 28
S.Ct. 634, 52 L.Ed. 1025 (1908), 89

Panter v. Marshall Field & Co., 646 F.2d 271 (7th Cir.1981), 392

Paramount Communications Inc. v. QVC Network Inc., 637 A.2d 34 (Del.
Supr.1994), 375

Paramount Communications, Inc. v. Time, Inc.,, 571 A.2d 1140 (Del.
Supr.1989), 376

Perlman v. Feldmann, 219 F.2d 173 (2nd Cir.1955), 444, 446, 478, 479

Petition of (see name of party)

Pinson v. Hartsfield Intern. Commerce Center, Ltd., 191 Ga.App. 459, 382
S.E.2d 136 (Ga.App.1989), 99

Piper v. Chris-Craft Industries, Inc., 430 U.S. 1, 97 S.Ct. 926, 51 L.LEd.2d 124
(1977), 369

Quaker Hill, Inc. v. Parr, 148 Colo. 45, 364 P.2d 1056 (Colo.1961), 87

Radaszewski v. Telecom Corp., 981 F.2d 305 (8th Cir.1992), 105
Radom & Neidorff, Inc., In re, 307 N.Y. 1, 119 N.E.2d 563 (N.Y.1954), 303
Randall v. Bailey, 23 N.Y.S.2d 173 (N.Y.Sup.1940), 509

Revion, Inc. v. MacAndrews & Forbes Holdings, Inc., 506 A.2d 173 (Del.
Supr.1985), 375, 393, 394

Ridder v. CityFed Financial Corp., 47 F.3d 85 (3rd Cir.1995), 456

Ringling Bros.—-Barnum & Bailey Combined Shows v. Ringling, 29 Del.Ch.
610, 53 A.2d 441 (Del.Supr.1947), 228

Rogers v. Hill, 288 U.S. 582, 53 S.Ct. 731, 77 L.Ed. 1385 (1933), 407

Rooney v. Paul D. Osborne Desk Co., Inc., 38 Mass.App.Ct. 82, 645 N.E.2d 50
(Mass.App.Ct.1995), 138

Ross v. Bernhard, 396 U.S. 531, 90 S.Ct. 733, 24 L.Ed.2d 729 (1970), 460

Santa Fe Industries, Inc. v. Green, 430 U.S. 462, 97 S.Ct. 1292, 51 L.Ed.2d
480 (1977), 548

Schreiber v. Carney, 447 A.2d 17 (Del.Ch.1982), 226

Securities and Exchange Commission v. May, 229 F.2d 123 (2nd Cir.19586),
368

Securities and Exchange Commission v. Texas Gulf Sulphur Co., 401 F.2d 833
(2nd Cir.1968), 432, 436

Selheimer v. Manganese Corp. of America, 428 Pa. 563, 224 A.2d 634
(Pa.1966), 381

Sinclair Oil Corp. v. Levien, 280 A.2d 717 (Del.Supr.1971), 415
Singer v. Magnavox Co., 380 A.2d 969 (Del.Supr.1977), 547, 548

XX



TABLE OF CASES

Smith v. Van Gorkom, 488 A.2d 858 (Del.Supr.1985), 60, 387, 389, 391, 393,
402

Speed v. Transamerica Corporation, 235 F.2d 369 (3rd Cir.1956), 415

Strong v. Repide, 213 U.S. 419, 29 S.Ct. 521, 53 L.Ed. 853 (1909), 424

Studebaker Corp. v. Gittlin, 360 F.2d 692 (2nd Cir.1966), 532

Superintendent of Ins. of State of N. Y. v. Bankers Life & Cas. Co., 404 U.S. 6,
92 S.Ct. 165, 30 L.Ed.2d 128 (1971), 438

Surowitz v. Hilton Hotels Corp., 383 U.S. 363, 86 S.Ct. 845, 15 L.Ed.2d 807
(1966), 472

Taylor v. Standard Gas & Elec. Co., 306 U.S. 307, 306 U.S. 618, 59 S.Ct. 543,
83 L.Ed. 669 (1939), 121
Theodora Holding Corp. v. Henderson, 257 A.2d 398 (Del.Ch.1969), 70

Timberline Equipment Co., Inc. v. Davenport, 267 Or. 64, 514 P.2d 1109
(Or.1973), 94

Tomlinson v. Loew’s, 37 Del.Ch. 8, 135 A.2d 136 (Del.Supr.1957), 256
Tomlinson v. 1661 Corp., 377 F.2d 291 (5th Cir.1967), 164

TSC Industries, Inc. v. Northway, Inc.,, 426 U.S. 438, 96 S.Ct. 2126, 48
L.Ed.2d 757 (1976), 363

United States v. (see opposing party)
Unitrin, Inc. v. American General Corp., 651 A.2d 1361 (Del.Supr.1995), 375

Unocal Corp. v. Mesa Petroleum Co., 493 A.2d 946 (Del.Supr.1985), 374, 393,
426, 521

USACafes, L.P. Litigation, In re, 600 A.2d 43 (Del.Ch.1991), 72

Van Schaack Holdings, Ltd. v. Van Schaack, 867 P.2d 892 (Colo.1994), 424

Virginia Rankshares, Inc. v. Sandberg, 501 U.S. 1083, 111 S.Ct. 2749, 115
L.Ed.2d 929 (1991), 364

Vogel v. Lewis, 25 A.D.2d 212, 268 N.Y.S.2d 237 (N.Y.A.D. 1 Dept.1966), 307

Walkovszky v. Carlton, 276 N.Y.S.2d 585, 223 N.E.2d 6 (N.Y.1966), 106, 107
Weinberger v. UOP, Inc., 457 A.2d 701 (Del.Supr.1983), 417, 547, 552

Wheelabrator Technologies, Inc. Shareholders Litigation, In re, 663 A.2d 1194
(Del.Ch.1995), 419

Zahn v. Transamerica Corporation, 162 F.2d 36 (3rd Cir.1947), 414, 415
Zapata Corp. v. Maldonado, 430 A.2d 779 (Del.Supr.1981), 396, 397
Zion v. Kurtz, 428 N.Y.S.2d 199, 405 N.E.2d 681 (N.Y.1980), 195, 199

XXI



THE LAW OF
CORPORATIONS

IN A NUTSHELL
Fourth Edition



OUTLINE

Page
TABLE OF CAsEs ..vnilsinguoan) o alsic. adl Ju.coinelad xvii
Chapter One. The Corporation in Perspective.-..... 1
Sec.
1.1 What Is a Corporation? The Concept of an Artifi-

‘ B R O 1
1.2  What Is a Corporation? Other Theories -........_... 4
1.3 The “Nexus of Contracts” Theory ---..............__. 6
14 The Development of Corporation Law in the

United States...:.._. ool locailinlo 12

1.5 Economic Analysis of the ‘“Race for the Bottom” 14
1.6 What Explains Delaware’s Success in Attracting

Corporations? ... ...oieceoacnenme-G2GdH0 % e 16
1.7 . The Model Business Corporation Act..--........._.. 18
1.8 The Federal Securities Laws --..co...coo. ... 19
19 The Debate Over Social Responsibility and the
Publicly Held Corporation -....cccoo_....._______ 20
1.10 “Closely Held” and ‘“Publicly Held” Corpora-
L RN RN o 0 o 5 L S 22
Chapter Two. Unincorporated Business Forms. ... 25
2.1 - Unincorporated Business Forms In General ...... 25

2.2 A Dictionary of Unincorporated Business Forms 25
2.3 Personal Liability and Taxes: The Most Impor-

tant Factors in Selecting a Business Form 80
2.4 An Introduction to Federal Taxation of Business
' Forms. - oo BrawoS 04, ... 32



OUTLINE

Page
Sec.

2.5 Taxation of “C” and “‘S” Corporations.............. 35

2.6 Combining Partnership Tax Treatment and
Limited Liability ... ... 37
2.7 Economic Effects of the Double Tax Regime.--...- 39
Chapter Three. Formation of Corporations .......... 42
3.1 LT T R R 42
3.2 Selection of the State of Incorporation--............. 42
3.3 Mechanics of Creating a Corporation-.-.............. 43
LR B R ot ot it 45
3.5 Articles of Incorporation: In General ................ 47
3.6 Articles of Incorporation: The Corporate Name.. 49
3.7 Articles of Incorporation: Period of Duration -.... 53
3.8 ° Articles of Incorporation: Purposes and Powers 53
3.9  Articles of Incorporation: Capitalization.-......... 56

3.10  Articles of Incorporation: Registered Office and
Registered Agent -........c.ocooooiii i 58

3.11 Articles of Incorporation: Initial Board of Di-
POOBOTE e st rctrrsrcrsvsinsn SOMOIRBINEIO). . _... 59

3.12 Articles of Incorporation: Limitation of Directo-
ol LAy - S Oy B DG, R 20 . .. 60

3.13  Completion of the Organization of the Corpora-
Hop: Fn Rl e e e 61
3.14 Nature and Purpose of Bylaws ...._............_..____ 62
040 TheCotporate Beal - . ooor oo e mpiinen 63
3.16 Organizational Meetings --------oocoooomieeaens 63
Chapter Four. The Limited Role of Ultra Vires...._ 66
41  The Common Law Doctrine of Ultra Vires ------..- 66
4.2 The Modern Role of Ultra Vires............cccoocoo... 68

4.3 Ultra Vires Problems in Connection With Corpo-
lrate POWerS. . e RO . 69



OUTLINE

Page
Chapter Five. Preincorporation Transactions ...... 76
Sec.

5.1 Introduetion =--siszaccaceaszssczzzascan e 76

5.2 Subscriptions for Shares_...._....._._._.._...__ 76

5.3  Agreements to Form Corporation -....._.........__.._ 79

5.4 Promoters in General ... ... 81

5.5 Promoters’ Contracts ... ... 83
5.6 Liability of Corporations for Promoters’ Con-

traets .. 83000 0000 ROORIEIIm ] Jlana. 87

5.7 Promoter’s Fiduciary Duties ..._..........__...______ 89

5.8  Organizational Expenses Incurred by Promoters 90
59 Premature Commencement of Business and the

De Facto Doctrine -............. zemdist oll. .. 92
5.10 Corporations by Estoppel--.--.---..c..c ... 95
Chapter Six. ‘“Piercing the Corporate Veil” and
Related Problems ... 98
6.1 “Piercing the Corporate Veil”’ In Context -......... 98
6.2 Shareholder Responsibility for Corporate Indebt-
edness: Introduction ... 99
6.3 The Standard Rhetoric of Piercing the Corporate
e el e gt Nl s e S ey o R 100
6.4 Piercing the Corporate Veil in Contract and Tort
e TR s el st el . e i O 101
6.5 Inadequate Capitalization.......__..____.___.____._____ 104
6.6 Failure to Follow Corporate Formalities ........... 107
6.7 Parent-Subsidiary Cases ... 109
6.8  The Concept of “Enterprise Entity”........._.__.... 113
6.9 Choice of Law Issues in ‘“Piercing the Corporate
Vel v Oaaes 20120 DS JBHUS.S ATSUBUDS, 113
6.10 The Federal Law of “Piercing the Corporate
Ve Aoy 8. (O 830800 10 90u8uanl 115
6.11 Reverse Piercing ... .. 116
6.12 “Piercing the Corporate Veil”’ to Further Public
PoliCy-:::02:00: 89760 10 (ORI IBLINTL ). . 117



OUTLINE

Sec.

6.13 “Piercing the Corporate Veil” in Taxation and
Bankmuptey -.....--.o--:cooecrconee---@oiiszboss] -
6.14 Other Generalizations About ‘‘Piercing the Cor-
porate Veil'hciissagiold axsol o sisaanind, ---
Chapter Seven. Financing the Corporation .........
7.1 Introduction «r. vt oo itomstpen)- der - tikrda kb ---
7.2 Basic Definitions: Common Stock; Authorized
and Issued Shares ... oo
7.3 . The Price of Common Shares .....ccoccoouoooao.

7.4 Par Value, Stated Capital and Related Concepts
15 No.ParShares. ...............sgrrinoll oiseW ok
7.6 Shares Issued for Property or Services......c........
.1 Liability of Shareholders for Watered Stock ...
7.8 Treasury Shares as a Device to Avoid Restric-
tions on the Issuance of Shares .....................
7.9  Current Trends Regarding Par Value ........_....._.
7.10  Other Types of Securities: ‘“Equity”’ and ‘“Debt”’
T N5y s R
7.11 Characteristics of Debt Securities ..............._....
7.12  Classes of Equity Securities; Preferred Shares ---
7.13 The Advantages of Debt Financing -.-.........._..._.
7.14 Tax Consequences of Excessive Debt Capitaliza-
tion in.C.Coxrporations....-.-..--co-cs-rarezenrisnszmn--
7.15 Debt as a Second Class of Stock in S Corpora-
7 v e (- RN RO - IS - A T .
7.16 = The Deep Rock Doctrine Revisited -----. ...
7.17 Equalizing Capital and Services When Forming
B COTDOEREIGR iorrai21- Yoy - wrse b ey brs S -~y fF - ==~
7.18 Issuance of Shares by a Going Concern:
Preemptive Rights ... ...
7.19  Oppressive Issuance of Shares . .......cc.oc.cecoooc.
7.20 Circular Ownership of Shares........_..........._..___

VI

Page

119

122

123
123

124
126
127
135
136
140

146
147

148
149
152
160



