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needed to be, the.many, many instances in which we 

believe the defen·dants failed to meet the standard of 

complete candor. But let me touch on a few examples: 

The Arledge-Chitiea repor~·Jan~a~y . 

s or February before the c~sh-out ~erger. Messrs. Arled~1e 

6 and Chitiei, two UOP.directors, drew up a report that 

7 was .disseminated to the ~ajority stockholder. It was 
. . . 

8 based on inside UOP financial infor~ation, and showed, 

9· among other things, that Signal would profit from the 

10 

11 

12 

13 

14 

15 

16 

17 

18 

·19 

20 

21 

22 

cash-out merger at any pric~ up to $24. This report 

was used by Signal directors and its executive committ•~e 

in determining whether to do the.me~ger, and determin-

ing the $21 pr~ce. The report was not disclosed to 

the independent UOP ~i~ec~6rs; nor was it disclosed 
. ' 

to the minority stockholders.• A reasonable sto.ckholde·• 

would r~gard a current finan~~al study ~~de of the 

value of UOP by two of its directors whc>" wer.e financia' 

men as significant in evaluating Signal's~cash-out 

me~ge~ itself and the price, 

· The· court below makes specific findings 

that th~ report was made and that the facts that I 
~ .. - .... : ~- ~ .: 

•• ~:-. •• c - • 
have just .. disclosed. were·.' in· fact true,. but·-the opinion 

23 of the court below is silent as to the l~gal effect of 

24 the non-disclo~ure of the Arledge-Chi~iea report to th• 



~··~~ ..... .,, ...... ·-._._ 

\ 

- ~··. 

.·:.-..;...: 35 

( 
1 in this case. First of all, in the Lynch~~ersus 

( 
2 Vickers situation,_on the liability phase of it there 

3 were two questions, as we understand it. 

Number one, there was a report which had 

s 

6 

been prepared which indicated a value of the corporaticn'~ . .. I 
assets which was available to the majority shareholder, 

7 and which was not disclosed to the.minority in the proly 

8 material. No such fact exists anywhere in this case, 

9 not withstanding the plaintiff's effort to try to 

10 create one. 

11 They discuss this internal report that wa~ 

12 
-

created at Signal in which there ~s something about an~--

13 thi~q up to $~4 would l?e a: 9ood:' investment. All that 

14 report is -~ and that's one of the reasons I u~ge th~ 

r '' ' .. ~ 15 Court to look at. the evidence. That report qlearly on 

16 its face shows what it was, Namely, a proforma spread 

- 11 . 
sheet showing the economic income effect to the S~gnal 

18 Companies of buying these shares at different price~ ill 

19 a range from ro~ghly $17 to $~7. And it is obvious 

20 
that in 'any such sheet you will come to a point where 

.- c.· 21 
if ·you pay so much for it, you won't earn any money, 

22. 
,., .. ·.,,;.'., ... , ...... ,.,._,,.,. ......... and--it-will be uneconomic, and at the other end you 

l· 
23 

make a lot of money. And som~place in there you cross 

24 
over the b~undary that says if we pay "X" dQllars, and 
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we expe~t to earn "Y···dollars, we will have such and 

such return on our.~oney. 

As a matter of fact, what this report then 

was based upon is the same factual information that was 

given to the minority shareholders in the proxy mat'erial. 

The only difference in it was, was it contained in 

Signal's ar;thmatic, mathematical calc~lations as to 

what happens when you ·put those figures together.· 

It is obvious then that what Signal found 

is that at a range of between $17 and $24 or $25, the 

dollars back would be some incrementally greater t.han 

that which they would spend. They wouldn't.lose money 

on it. This dqes?'t ne~essarily make it a prudent nor 

a fair investment from its standpoint. 

i can irive~t mon~y today in a passbook 

savings account at the bank and earn five and a quarter 

p~t6ent, but that's not.necessarily either a good or~ 

.prude.nt investment if I'm ta.king care of someone's mone "1 

and if I know the market. today will .command 15 or 16 

percent if I simply take it down·and put it in a different 

kind of fund. That's all that was, was an analysis of 

the economic result. There is no ne~d,.and there is 

case law which. says it is not necessary to put in proxy 

material conclusions which the reader can fashion for 

.·.<:-:';' ... -·-. ·~·-.-~~.---·--

\ 
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1 · business reason to do it, but y~u can't do it just 

2 because it is a good thing. for you to do, .and that's 

3 precisely what the Vice Chancellor decided, and there 

4 is no getting around it. 

5 Now, either that rule. obtains or it doesn't 

6 obtain, but he has decided the case right squarely in 

7 the face of what this Court has held. 

8 Now, there were arguments made tod~y about 

9 what the Arledge-Chitiea report does and doesn't do. 

10 It's spread sheets, it'.s this, it's that. Fine. That's 

11 exactly what Lynch said. Disclose it. Make all the 

12 arguments you want, but you must disclose it. And the 

13 plain fact of the matter is there was a finding of fact 

14. on this. 

15 

16 

17 

18 

19 

20 

21 
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Two,UOP directors who were also Signal 

directors made a study, and they did not disclose it. 

It was used by the majority in its decision to cash-out 

the minority, and the price at which it would do it. 

What is sauce for the goose is sauce for the gander, 

and we were entitled to see that. 

Now1 there is a suggestion that Signal 

never authorized more than $21. Of course they didn't. 

Nobody ever asked them for more, so why should they 

authorize more? What they did was authorize their 


