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The directors are of necessity confronted
with a conflict of interest, and an
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of this inherent conflict directors must
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for believing that a danger to corporate

policy and effectiveness existed because
of another person’ s stock ownership.
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While not a controlling factor, it also
seems to us that a board may reasonably
consider the basic stockholder interests
at stake, including those of short term
speculators, whose actions may have
fueled the coercive aspect of the offer at
the expense of the long term investor.
Here, the threat posed was viewed by
Unocal board as a grossly inadequate
two-tier coercive tender offer coupled
with the threat of greenmail.
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Thus, the board’ s decision to offer
what it determined to be the fair value
of the corporation to the 49% of its
shareholders, who would otherwise be
forced to accept highly subordinated ”
junk bonds”, is reasonable and consistent
with the directors duty to ensure that
the minority stockholders receive equal
value for their shares.
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