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Delaware Chancery Court Upholds “Cleansing” Effect of an 
Uncoerced and Fully Informed Stockholder Vote in In Re 
Solera Holdings, Inc. Stockholder Litigation 

On January 5, 2017, the Delaware Court of Chancery issued its decision in In 
re Solera Holdings, Inc. Stockholder Litigation.1  In the opinion, Chancellor 
Bouchard confirmed that a board of directors’ decision to approve a change-
of-control transaction, that is further approved by a majority of the 
Company’s disinterested stockholders in a fully informed and uncoerced 
vote, is subject to the business judgment presumption (as opposed to 
enhanced scrutiny under Revlon).  Further, the court clarified that a plaintiff 
alleging that a stockholder vote was not fully informed has an initial burden 
of pleading specific deficiencies in the operative disclosure prior to creating a 
burden on the defendant to rebut such alleged deficiencies. 

Background 

On September 12, 2015, Solera Holdings, Inc. (“Solera”) entered into an 
Agreement and Plan of Merger (the “Merger Agreement”) with an affiliate of 
Vista Equity Partners (“Vista”), whereby Vista would acquire Solera in a 
transaction valued at $6.5 billion (including assumption of net debt) (the 
“Merger”).  Entry into the Merger Agreement followed a significant sale 
process involving various strategic and financial companies.  Solera provided 
its stockholders with a definitive proxy statement dated October 30, 2015 (the 
“Proxy Statement”).  On December 8, 2015, the Solera stockholders voted to 
approve the Merger, which closed on March 3, 2016. 

A stockholder of Solera filed a putative class action on behalf of the Solera 
common stockholders alleging that the members of the Solera board of 
directors (the “Board”) breached their fiduciary duties in approving the 
Merger.  Specifically, the plaintiff alleged that the Board “improperly favored 
the interests of … the Company’s management, failed to establish an 
effective Special Committee or to extract the highest price possible for the 
Company, implemented preclusive deal protection devices, and failed to 
disclose material information about the value of [Solera’s] stock.”2  The 
plaintiff argued that the Board’s conduct in running the sale process and 
approving the Merger should be subject to enhanced scrutiny under Revlon.  
On April 22, 2016, Solera moved to dismiss the complaint for failure to state 
a claim for relief. 
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Chancery Court’s Decision and Analysis 

As a preliminary matter, the court made clear that since the Merger did not involve a controlling stockholder, and the 
plaintiff did not assert that a majority of Solera’s board members were not independent or disinterested, the Merger was 
not subject to entire fairness review (the strictest form of judicial review under Delaware law).  As such, the court was 
left to decide whether the deferential business judgment presumption or enhanced scrutiny under Revlon applied to the 
Board’s approval of the Merger.   

If the business judgment standard applied to the Board’s decision, the transaction could only be attacked on the grounds 
of corporate waste.  In Solera, the plaintiff did not contend that the decision to approve the Merger constituted an act of 
waste.  Furthermore, the court cites Singh v. Attenborough to confirm that: “When the business judgment rule standard 
of review is invoked because of a vote, dismissal is typically the result.  That is because the vestigial waste exception 
has long had little real-world relevance, because it has been understood that stockholders would be unlikely to approve a 
transaction that is wasteful.”3  Given these underlying principles, the viability of the plaintiff’s case in Solera was 
predicated on the application of enhanced scrutiny. 

In determining which standard of review should apply, the court applied the principles reaffirmed by the Delaware 
Supreme Court in Corwin v. KKR Financial Holdings LLC that “when a transaction not subject to the entire fairness 
standard is approved by a fully informed, uncoerced vote of the disinterested stockholders, the business judgment rule 
applies.”4  These principles flow from the Delaware court’s “long-standing policy … to avoid the uncertainties and 
costs of judicial second-guessing when the disinterested stockholders have had the free and informed chance to decide 
on the economic merits of a transaction for themselves.”5 

In Solera, there was no dispute that a majority of Solera’s disinterested stockholders approved the Merger in an 
uncoerced vote.  Given that the vote was uncoerced and that the plaintiff did not allege that the Merger was an act of 
waste, the court’s decision in granting Solera’s motion to dismiss hinged on whether the stockholder vote was fully 
informed.   

Prior to reviewing the specific merits of the disclosure in Solera, Chancellor Bouchard clarified the operation of the 
burden of proof when applying the principles set forth in Corwin regarding the cleansing effect of a fully informed, 
uncoerced vote.  The court cited the decision in Harbor Finance to establish that when a board seeks “to obtain 
‘ratification effect’ from a stockholder vote,” the “burden to prove that the vote was fair, uncoerced, and fully informed 
falls squarely on the board.”6  However, the court went on to clarify that as an initial step, the plaintiffs must first 
sufficiently plead deficiencies in the applicable disclosure in their complaint.  The court stated that “a plaintiff 
challenging the decision to approve a transaction must first identify a deficiency in the operative disclosure documents, 
at which point the burden would fall to defendants to establish that the alleged deficiency fails as a matter of law in 
order to secure the cleansing effect of the vote.”7 

Under Delaware law, in connection with soliciting stockholder action, the Board must “disclose fully and fairly all 
material information within the board’s control.”8  In determining what information is “material”, the court has to 
determine whether, from the perspective of a reasonable stockholder, there is a substantial likelihood that it 
“significantly alter[s] the ‘total mix’ of information made available.”9  Mere “troubling facts regarding director 
behavior” are not sufficient to show a vote was not fully informed if such facts were not material or were sufficiently 
disclosed.  Applying these standards, the court rejected the plaintiff’s allegations that disclosure made in the Proxy 
Statement (both directly and through incorporation by reference) was deficient, concluding that all of the matters raised 
by plaintiff were either disclosed in the Proxy Statement or immaterial. 

Because the Merger was approved by a majority of Solera’s disinterested stockholders in a fully informed and 
uncoerced vote, the business judgment rule applies to the Board’s decision to approve the Merger, leaving allegations of 
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waste as the only grounds on which the Merger could be attacked.  Given that waste was not asserted, the court granted 
Solera’s motion to dismiss. 

Takeaways 

In Solera, the court upheld the “cleansing” effect of an uncoerced and fully informed vote of the disinterested 
stockholders in the context where there is not a controlling shareholder.  Further, and perhaps more importantly, Solera 
reinforces the importance of ensuring that a company’s disclosure in seeking stockholder approval is fulsome and 
accurate.   

Celebrating more than 130 years of service, King & Spalding is an international law firm that represents a broad array of clients, including half of the Fortune 
Global 100, with 900 lawyers in 18 offices in the United States, Europe, the Middle East and Asia. The firm has handled matters in over 160 countries on six 
continents and is consistently recognized for the results it obtains, uncompromising commitment to quality and dedication to understanding the business and culture 
of its clients. More information is available at www.kslaw.com.  
 
This alert provides a general summary of recent legal developments. It is not intended to be and should not be relied upon as legal advice. In some jurisdictions, this 
may be considered “Attorney Advertising.” 
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