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21. Basic Incorporated, et al., v.

Max L. Levinson et al.
485 U.S. 224 (1988)

10b 10b5

(Under 10(b) and Rule 10b-5, in the context of preliminary corporate
merger discussions, (a) information which would otherwise be
considered significant to the trading decisions of a reasonable investor
is not excluded from the definition of materiality merely because an
agreement-in-principle as to price and structure has not yet been
reached between the would-be merger partners, (b) information does
not become material merely by virtue of a public statement denying the
information, and (c) instead, the materiality of afact will depend at any
given time upon a balancing of both the indicated probability that the
event will occur and the anticipated magnitude of the event in light of
the totality of company activity, so that whether merger discussions in
any particular case are materia depends on the facts.)
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agreement-in-principle antifraud provisions
materiality preliminary merger discussions
Blackmun
Combustion
Combustion
10(b) Basic
10b-5 Incorporated
*kx Combustion Basic
Incorporated
I
Basic Incorporated Basic Incorporated

Basic Incorporated
Combustion Engineering, Inc.
Basic
Incorporated Basic Incorporated
Combustion 46

Combustion
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Basic
Incorporated
Basic Incorporated
Basic
Incorporated
10(b)
10b-5

Basic Incorporated

Basic Incorporated

* k%

* k%

Basic Incorporated

* k%

* %%

10(b) 10b-5

TSC
Industries, Inc. v. Northway, Inc.,
426 U.S. 438 (1976)
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TSC Industries
10(b)

Industries

10b-5

TSC

Greenfield v.
Heublein, Inc., 742 F.2d 751, 757
(CA3 1984), cert. Denied, 469 U.S.
1215 (1985)

10b-5

TSC Industries

* * %

Greenfield v. Heublein,
Inc., 742 F2d, at 757; Flamm v.
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Eberstadt, 814 F.2d, 1169, 1176-1178
(CAT), cert. Denied, --U.S.--, 108 S.
Ct. 157 (1987).

TSC Industries

Flamm v. Eberstadt, 814 F.2d, at
1175.

SEC
v. Capital Gains Research Bureau,
Inc., 375 U.S. 180, 186 (1963).

Flamm .

Eberstadt, 814 F.2d, at 1175.

In re Carnation Co.,
Exchange Act Release No. 22214,
33 SEC Docket 1025 (1985).

Flamm v.
Eberstadt, 814 F.2d, at 1177.
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* k%

* k%

TSC Industries

10b-5

SEC v. Texas Gulf Sulphur
Co., 401 F.2d, at 849.

Friendly

Texas Gulf
Sulphur /
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SEC v. Geon
Industries, Inc., 531 F.2d 39, 47-48
(CA2 1976).

summary judgment



