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SUMMARY

The Delaware Supreme Court affirmed the Court of Chancery’s refusal to permit claims alleging that
directors breached fiduciary duties by declining to repurchase a minority stockholder’s shares at a
more favorable price. The court held that directors of a closely held corporation have no general
fiduciary duty to repurchase minority shares, and that the shareholders’ agreement imposed no duty to
negotiate or pay full value. The court also held that the implied covenant of good faith and fair dealing
could not add terms omitted from the agreement, while noting that the allegations might support a
fraud-in-the-inducement theory that had not been presented.
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QUESTIONS PRESENTED

1. Whether directors of a closely held corporation owe a common-law fiduciary duty to consider and
negotiate a repurchase of a minority stockholder's shares through a non-conflicted board process.

2. Whether Blaustein stated a direct fiduciary-duty claim based on the directors' refusal to negotiate a
repurchase at a more favorable price.

3. Whether Blaustein stated a derivative fiduciary-duty claim where she made no demand and alleged only
conclusory demand-futility facts.

4. Whether the implied covenant of good faith and fair dealing supplied a contractual right to good-faith
negotiation or a full-value repurchase when the shareholders' agreement gave the company and
stockholder discretion over whether and at what price to repurchase shares.

HOLDINGS

1. Directors of a closely held corporation have no general fiduciary duty to repurchase the stock of a
minority stockholder, and a minority stockholder has no inherent right to sell shares to the company at
full value or any other price.

2. The alleged self-interest of the directors did not establish a direct fiduciary-duty claim because Blaustein
had no right to demand a repurchase, a full-value price, or a non-conflicted board process under
common law or the shareholders' agreement.

3. A stockholder cannot maintain a derivative claim without pleading either a wrongful refusal of demand
or demand futility with particularity; the mere existence of a control group is insufficient to excuse
demand.

4. The implied covenant of good faith and fair dealing does not create a duty to negotiate a reasonable
repurchase price or a right to a full-value repurchase where the contract expressly gives the parties
discretion whether and at what price to complete the transaction.

KEY QUOTATIONS

“Under common law, the directors of a closely held corporation have no general fiduciary duty to repurchase
the stock of a minority stockholder.” (84 A.3d at 958)

“The implied covenant of good faith and fair dealing cannot be employed to impose new contract terms that
could have been bargained for but were not.” (84 A.3d at 959)

FACTUAL BACKGROUND

Blaustein acquired shares in the closely held Delaware corporation Lord Baltimore Capital Corporation under a
shareholders' agreement containing a permissive stock-repurchase provision. After a ten-year period, she
attempted to sell her shares, asserting that Louis Thalheimer had orally promised she could withdraw at full



value. Thalheimer and the board would offer no more than a price reflecting a 52% discount from net asset
value, and Blaustein alleged that the Thalheimer directors were conflicted because of personal tax interests.

PROCEDURAL HISTORY

Blaustein sued Lord Baltimore and Louis Thalheimer in the Court of Chancery for promissory estoppel, breach
of fiduciary duty, and breach of the implied covenant of good faith and fair dealing. The Court of Chancery
dismissed all claims except the implied-covenant claim, later granted summary judgment on that claim, and
denied Blaustein leave to amend to add new fiduciary-duty and implied-covenant claims. The Delaware
Supreme Court affirmed.
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