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[0 O Shareholders] [0 TheomticaUy, the shareholder [0 who can be individuals, other companies, nonprofit
organizations,funds] are the ultimate governing body of the corporation, but in practice, most
individualshareholders in large corporations —— where the shareholder may number in the millions —
acceptthe recommendations of management. Institutional investors, such as pension funds, insurancecompanies,
mutual funds, and college endowment funds, have accumulated an increasing share ofthe stock in the nations
corporations. These large institutional investors want the value of theirstock to increase, and they are beginning to
play a more powerful role in governing thecorporations in which they own shares.[1 [1 Some shareholders own
stock that carries no voting right, and some people [I or organizationsC] own more shares with voting rights than
others do. At least once a year, all the owners of votingshares are invited to a meeting to choose directors, select an
independent accountant to audit thecompanys financial statements, and to attend to other business.(J [J Board of
Directors[] [J As a practical matter, the board of directors, which supposedly represents the shareholders,
isresponsible for guiding corporate affairs and selecting corporate officers. The board has the powerto vote on
major management decisions, such as building a new factory, hiring a new president,or buying a new subsidiary. In
some corporations, several of the directors may be inside directors,people who are also employees of the company.
O The outside directors are typically majorstockholders, executives of other firms, or influential people connected
with the companysindustry.
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