
Governance, Compliance, Enforcement & Risk Management 

Week 1 Readings and Activities 
 
 

Week 1: Who Makes Decisions for a Corporation? 

Objectives Requirements 

Upon completion of this week, you will be able to: 

1. Explain the role of the board of directors 
2. Describe when directors may delegate 

authority  
3. Identify the challenges that shareholders face 

managing a business 
4. Describe the significance of proxy statements  
5. Draft a shareholder proposal that is eligible 

for inclusion in a proxy statement 
6. Evaluate the strengths and weaknesses of 

empowering shareholders 
 

Readings:  
1. Delaware General Corporations Law 

2. The Case for Increasing Shareholder 
Power 

3. The Case for Limited Shareholder 
Voting Rights 

4. Proxy Statements and Shareholder 
Proposals 

5. Facebook Notice of Annual Meeting 

6. Say on Pay 

7. The Financial Crisis and Corporate 
Governance 

 

Video Presentation: 

1. View the video presentation by Monday 
of this week. 

 
Activities:  
Activity # 1: Tutorial Questions 
Activity # 2: Discussion Questions 
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Tutorial Questions for Week 1 

 

The Tutorial Questions are designed to ensure that you have an accurate understanding of the key points in 
the readings.  Answers to these questions can be any length.  Your goal should be to accurately state the 
relevant points of law as concisely as possible.  Your professor will provide feedback and guidance on your 
responses. Answers are due by 11:59PM on Wednesday.   

 

TQ 1.1: Who exercises authority over the business and affairs of the corporation? See DGCL 141(a) 

 

TQ 1.2: What are the three ways that the board of directors may delegate their authority? 

 

TQ 1.3: 

a) What is a shareholder proposal? See Rule 14a‐8 

b) Who is eligible to submit a shareholder proposal for inclusion in the proxy statement distributed to 

shareholders in advance of the annual shareholder meeting? 

c) Who has the burden of proving that a shareholder proposal may be excluded from the proxy statement 

distributed to shareholders in advance of the annual shareholder meeting? 

See Security and Exchange Commission Rule 14a‐8. 

d) Rule 14a‐8 suggests that shareholders have broad rights to require the board to include their proposals 

in the proxy statement distributed in advance of the annual shareholder meeting. The rule incorporates, 

however, a significant list of reasons for the board to justifiably exclude shareholder proposals from the 

proxy statement. Might the board exclude the following proposals? 

1) A proposal suggesting that the company adopt a policy that leads to greenhouse gas emissions 

that may exceed the levels permitted under state statutes. 

2) A proposal to modify production by a foreign subsidiary that accounts for less than 5 percent of 

the company's total assets as of the end of its most recent fiscal year. 

3) A proposal encouraging the company to use recycled paper products in an area of production 

where the company currently uses 75% recycled paper products. 

4) A proposal requesting that the board issue a $5,000 dividend to the shareholders. 

 

TQ 1.4: In the Facebook, Inc. proxy statement provided in your readings, the Facebook Board of Directors 

recommend that shareholders vote in favor of or against each of the shareholder proposals. Which proposals does 

the board encourage shareholders to agree to adopt? Which proposals does the board encourage shareholders to 

reject? 
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Discussion Questions for Week 1 
 

A "threaded discussion" is a discussion forum that allows students to respond to questions posted by the 
professor (original responses), which can then be read by other users who add their own comments in 
response (secondary postings). Unlike chat rooms and other "real-time" interaction forums, threaded 
discussions do not require different users to be logged on at the same time.  

Discussion questions are assigned each week.  Original responses to these questions must be posted by 
Thursday at 11:59PM. Original responses must be at least 250 words and must incorporate concepts from 
the lectures and assigned readings.   

Secondary Responses/Postings: Each student must post two or more secondary responses to other 
students’ postings for each discussion question.  Secondary responses are due by 11:59PM on the 
Monday following the week in which the questions were assigned.  They must be a minimum of 150 
words and, like original responses, should incorporate concepts from the lectures and assigned readings. 
Students are encouraged to embark on interactive discussions that go beyond the minimum number of 
secondary postings.   
 
Although the discussion board is expected to be student-driven, professors will be participating in the 
discussions as well.  
 
 

DQ 1.1: Professor Bainbridge argues against empowering shareholders because shareholders may not be 

equipped to make appropriate business decisions. How would Professor Bebchuck respond to this concern? Whose 

view do you find more persuasive — Bainbridge or Bebchuck? 

 

DQ 1.2: Section 951 of the Dodd‐FrankAct permits shareholders to submit an advisory vote approving or rejecting 

the compensation paid to executives. What are the potential benefits of this rule? What are the drawbacks? In your 

opinion, is the rule appropriate? Would it be preferable to allow shareholders to adopt a binding vote, as opposed 

to one that is merely advisory? Or would it be better to eliminate the rule entirely, leaving decisions about 

executive compensation entirely to the board? 
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