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The appellant, Sagarra Inversiones, S.L. (“SaggreaSpanish corporation,
is a minority shareholder of Corporacion Uniland.SUniland”), also a Spanish
corporation. Sagarra brought a Court of Chancetipma to rescind the sale, by
Cementos Portland Valderrivas (“CPV”), of Giant (& Holdings, Inc.
(“Giant”), to Uniland. CPV was the controlling stdolder of both Giant and
Uniland. Sagarra purported to sue derivatively bmhalf of a wholly-owned
Delaware subsidiary of Uniland, Uniland Acquisiti@orp. (“UAC”), which was
specifically created as the vehicle to acquire Giasagarra claimed that the
transaction was unfair and the product of selfidgahnd, therefore, a breach of
fiduciary duty owed under to UAC under Delaware laywUAC's directors, who
were aided and abetted by CPV and Uniland.

The defendants moved to dismiss the complaint ergtbund that Sagarra
lacked standing to enforce a claim on behalf of UAKhe Court of Chancery held
that Sagarra’s standing to sue (specifically, itbgation to make a presuit demand
on UAC's parent company board) was governed by Spafaw, because
Uniland—the only entity in which Sagarra owns steekas incorporated in Spain.
Because Sagarra failed to satisfy the demand mgemts of Spanish law, the
Court of Chancery dismissed Sagarra’s action. Wheld the Court of Chancery’s

reasoning and judgment, and affirm.



|. FACTUAL AND PROCEDURAL BACKGROUND
A. The Parties

Uniland is a business entity formed under Spangst | CPV, a Spanish
entity that is Uniland’s majority (74%) stockholdeontrols Uniland’s board of
directors (the “Board”). Sagarra is the sole milyo(26%) stockholder of
Uniland, and has one director that representsitiéests on the Uniland board. As
noted, CPV was also the controlling shareholdeBiait, the corporation Uniland
acquired (through UAC) in the transaction at issuhis lawsuit.

Two Uniland subsidiaries were involved in the Gitmansaction. The first
was Uniland International B.V. (“Uniland B.V.”), Autch holding company that
was wholly owned by Uniland. The second was UA@hally-owned Delaware
subsidiary of Uniland B.V. UAC was the acquisitimehicle for the Giant
transaction. Thus, and as illustrated by the abrathe following page, within this

hierarchy UAC was a third-tier subsidiary of Unittin

! The facts recited herein are derived from Sagsrcamplaint and from the Opinion of the
Court of Chancery.

2 In this Opinion, and unless otherwise indicatee, term “parent corporation” refers only to the

corporate entity in which the plaintiff sharehol@atually holds shares (here, Uniland), and the
term “subsidiary” refers to the last inferior corpte entity in the hierarchical chain (here, UAC).

Any subsidiary interposed between the parent aadultimate subsidiary is sometimes referred
to as an “intermediate” subsidiary (here, Unilantl.
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CPV W Sagarra (and affiliates)
74% Uniland S.A. 26% Uniland S.A.

shareholder J shareholde

Uniland S.A.
(incorporated in Spain)
Tier 1 Entity/Parent Corporatio

Uniland International B.V.
(incorporated in the Netherlands)
Tier 2 Entity/Intermediate Subsidiary

|
Uniland Acquisition Corporation
(incorporated in Delaware)
Tier 3 Entity/Subsidiary

B. The Giant Acquisition

In 2009, Giant and its controlling stockholder, CHYund themselves in
financial distress. To improve its financial picuCPV attempted to dispose of
Giant for $270 million and sought out potential aicgrs at that price, but without
success. During this period, Uniland’s intermesligtibsidiary, Uniland B.V.,
realized approximately $188 million from the salecertain of its businesses.

Sometime thereafter, CPV decided that Uniland waadduire Giant. Sagarra



claims that CPV’s motivation for that decision what the sale would enable CPV
to access Uniland B.V.'s $188 million for itself,hike simultaneously forcing
Uniland’s minority shareholder, Sagarra, to shdre tisk of Giant's financial
distress.

In September 2010, CPV proposed to Uniland’s Baardirectors that
Uniland B.V. acquire Giant for $278 million. Sagsds Board representative
opposed CPV’s proposal. Presumably in an effortplacate Sagarra, the
investment bank, UBS, was retained to perform dependent valuation of Giant.
But, CPV later directed UBS to suspend its valugtand instead provided Sagarra
a March 2010 PricewaterhouseCoopers (“PWC”) stindy valued Giant at $700
million. Sagarra’s representative objected toRN¥¢C study as overstating Giant’s
value. Evidently that objection was not fancifulBS later rendered an opinion
that an appropriate purchase price would fall withirange between $66 million
and $151 million.

CPV eventually ceased its efforts to obtain Sa¢maasent to its proposal
and, on December 28, 2010, caused the acquisitiGiamt to proceed. The next
day, over the opposition of Sagarra’s lone Boangrasentative, a majority of
Uniland’s Board (who represented CPV’s interespgraved the transaction at a
price of $279 million, payable in installments. Omcember 30, 2010, a stock

purchase agreement (“SPA”) was executed to docuntleat terms of the



transaction. The record discloses that at leastofithe four installment payments
required by the SPA have been made; the third paymescheduled to occur in
January 2012.

C. Sagarra Challenges The Giant Transaction

Sagarra then attempted to halt the Giant transaatititigation that Sagarra
brought in both Spain and Delaware. In Januaryl2@agarra filed a special
statutory proceeding in the Spanish courts to fiyuttie Board’s vote approving the
acquisition of Giant. According to Sagarra, if tthawsuit ultimately succeeds,
then under Spanish law, Sagarra must prosecuteandection to rescind the
SPA. Sagarra estimates that these Spanish legakgutings (including any
appeals) may not be finally resolved until 2020.

In February 2011, Sagarra filed this action in fbelaware Court of
Chancery, purporting to assert both “multi-tier'rigdative claims, and two direct
claims, all frontally challenging the validity dfi¢ Giant transaction. In an August
5, 2011 Opinion and Order, the Vice Chancellor dssed all of Sagarra’s
derivative claims on the ground that Sagarra lagtadding under Spanish law to
sue derivatively. As for Sagarra’s two direct klaj the court held that one was
actually derivative in nature, and therefore wasniésed for lack of standing. The
other direct claim was dismissed darum non conveniengrounds, under

McWane Cast Iron Pipe Corp. v. McDowell-Wellman igegring Co



(“McWané).® The dismissal of the direct claim undécWaneis not challenged
on this appeal.

Addressing whether Sagarra had standing to adsectaims derivatively,
the Court of Chancery determined that Spanish laveqed that issue, and that
Sagarra lacked standing under Spanish law, whighimred Sagarra to request the
Uniland Board to convene a meeting of its sharedrsltb decide whether Uniland
should bring suit against its own Board. If Sagamade that request but no
shareholders’ meeting were called, then Sagarrddidoave standing to proceed
derivatively on Uniland’s behalf. But, because &ag had never requested the
Uniland Board to schedule a shareholders’ meetimgcourt held that Sagarra had
not satisfied the Spanish law standing requiremémtgproceeding derivatively.
On that basis, the court dismissed all the dexeatlaims’

This appeal followed.

II. ANALYSIS
A. Sagarra’s Claims Of Error

Sagarra’s principal claim on this appeal is that @ourt of Chancery erred

in determining that Spanish law governed the dévigastanding requirements

applicable to Sagarra. Instead, Sagarra contehdsCourt of Chancery should

3263 A.2d 281 (Del. 1970).

* Because the Court of Chancery correctly held 8patnish law governs the standing issue, we
do not reach the Appellees’ alternative contentlmat the claims were also properly dismissed
underMcWane



have applied Delaware law, specifically Delawa@'esuit demand jurisprudence
including its “demand futility” doctrine. Sagarradvances three, somewnhat
overlapping, reasons for this position. First, @eg contends that it is suing to
enforce a right possessed by UAC, which is a Delavearporation. Although
Sagarra concedes that UAC is a third-tier subgidifithe entity in which Sagarra
holds stock (Uniland), Sagarra urges that Delawdador[s] ... multi-tier
derivative” standing based on “equitable” princgléo “ensure that breaches of
duty by directors of a Delaware subsidiary cannstape judicial review.”
Second, Sagarra argues that a proper applicatidheofnternal affairs doctrine
requires the application of Delaware’s derivatit@nding rules, because the right
Sagarra seeks to enforce “is not a right createdny way by Spanish law.”
Rather, that right “arose [under Delaware law] whémland SA incorporated a
subsidiary in Delaware. . . . [The] Delaware sdiasy’'s board [therefore]
breached their [fiduciary] duties in effectuatift transaction” Third, Sagarra
urges that sound public policy compels the resasks us to reach here.

This Court reviews a trial court’s grant of a matim dismissle novd® We

conclude, as did the Court of Chancery, that Sadaanks standing to assert these

® Sagarra describes the “issue presented in thi&' @ss“a matter of first impression” for this
Court.

® Ramirez v. Murdicko48 A.2d 395, 399 (Del. 2008Yanderbilt Income and Growth Associates
L.L.C. v. Arvida/JMB Managers, In®91 A.2d 609, 612 (Del. 1996).



claims. Sagarra seeks to enforce claims of UA@hally-owned subsidiary of
which Uniland is (for purposes of this case) thiemdte parent. Sagarra, however,
owns no shares of UAC. It holds shares only inldshd. To have standing to
assert Uniland’s claim “triple” derivatively on belh of UAC, Sagarra must first
satisfy the derivative standing requirements tipgiyato the parent entity in which
Sagarra owns shares—here, Uniland. Because tneirsgaissue is one that
involves Uniland’s “internal affairs,” that makep@icable the internal affairs
doctrine, which requires a Delaware court to agpb/ law of Uniland’s state (or,
in this case, country) of incorporation—here, Spalttherefore is Spanish law
that prescribes the standing requirements thaydpd@bagarra, and it is undisputed
that Sagarra failed to satisfy those requirements.

B. The Application Of Delaware’s “Double
Derivative” Standing Jurisprudence

Delaware law has long recognized that a shareholdamparent corporation
may bring suit derivatively to enforce the claim afwholly owned corporate
subsidiary, where the subsidiary and its controfjarent wrongfully refuse to

enforce the subsidiary’s claim direcflySuch actions are commonly referred to as

" SeeSternberg v. O’'Nejl550 A.2d 1105, 1107 n. 1 (Del. 1988) (definintgauble derivative”
action as “a derivative action maintained by thareholders of a parent corporation or holding
company on behalf of a subsidiary company.Qee alspLevine v. Milton 219 A.2d 145, 146
(Del. Ch. 1966);Leibert v. Grinnell Corp. 194 A.2d 846, 847 (Del. Ch. 1963) (“[Plaintiff]
apparently proceeds on a double derivative theprylhe precise significance of the "double” in
"double derivative" actions appears to vary ovaretiand jurisdiction. The unifying thread,
however, is simple: two layers (or “tiers”) of corpte entities are implicated in the suBee,
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“double derivative” actions. This case, howevereg one step beyond being
double derivative, because it involves an additiomatermediate subsidiary.
Actions of that latter kind have been described“msilti-tier” or “multiple”
derivative litigation® Although the terminology used to describe theisels of
multi-tier derivative actions may change, under d»gre law the applicable
principles of derivative standing remain constatftthose standing requirements
are satisfied, a shareholder of the parent corporamay “stand in the shoesbf

the parent, and prosecute, on the parent’s baffaiims that formally belong to the

e.g.,Bivens Gardens Office Bldg., Inc. v. Barnett Baok§&lorida, Inc, 140 F.3d 898, 910 n.5
(11th Cir. 1998) (“[A] double-derivative action ...rests upon the idea that the injury to
plaintiffs’ corporation results from injuries toaher corporation.”)In re Imperial Corp. of Am.
92 F.3d 1503, 1510 n.10 (9th Cir. 1996) (“The shalder is, in effect, maintaining a derivative
action on behalf of the subsidiary, since the hgdor parent company has derivative rights to
the cause of action possessed by the subsidigcjtdyion omitted)U.S. Lines v. U.S. Lines Co.
96 F.2d 148, 151 (2d Cir. 1938) (“The justificatifum allowing a double derivative suit like the
present to be maintained is thomith [the parent and subsidiary] . . . were in toatrol of those
charged with inflicting the corporate injury.”) (@masis added); Not&emedies of Stockholder
of Parent Corporation for Injuries to SubsidiarjeS0 Harv. L. Rev. 963, 964-65 (1937)
(conceiving of “double derivative” suit as an “axtension of . . . thdenedictcase,” which
addressed concerns over “double liability”) (citidgneral Rubber Co. v. Benedi2tl5 N.Y. 18
(N.Y. Ct. App. 1915)). See alspSaltzman v. Birre)l 78 F. Supp. 778, 783 (S.D.N.Y. 1948)
(“There is no sound reason why, if a double deneafaction] is permissible, a triple derivative
[action] should not be. . . ."); 13 Fletcher Cyor@. 8 5977 (“A triple derivative action may be
brought to enforce a cause of action of a subsiddira subsidiary.”) (citinglomran, Inc. v.
Passanp 862 A.2d 453, 454 (Md. App. 2004) (terming a daitenforce a claim through three
tiers of entities to be “triple derivative”)).

8 See, e.glIn re Sunstates Corp. S'holder Liti@001 WL 432447, at *1 (Del. Ch. Apr. 18, 2001)
(“The premise of [defendants’] argument is that thems at issue do not belong to Sunstates
Corporation but to one or more of its foreign sdizsies and may only be asserted in a double or
multiple derivative suit.”).But see supraote 7 (citing authorities using term ‘triple dexiive’).

® Lambrecht v. O'Neal3 A.3d 277, 289 ( Del. 2010).



parent's wholly owned subsidiaty. Those standing principles are the same,
whether the subsidiary whose claim is being enfbifedls within the second tier,
or even further down the corporate hierarchicalrghseparated from the parent by
one or more intermediate subsidiaries.

C. Parent Level Standing Is Required To
Enforce A Subsidiary’s Claim Derivatively

Sagarra’s standing to sue derivatively on behalU8iC must necessarily
derive from its ownership of shares of Uniland, éexe Uniland is the only
corporation in which Sagarra owns shares. Withioat ownership stake, Sagarra
would have no basis to claim standing to sue oralbetf any entity within the
Uniland corporate hierarchy. Under Delaware lawhareholder that holds shares
only in a parent corporation must establish itaditag to proceed derivatively at
the parent level, in order to claim standing tooece#, on the parent’s behalf, a
claim belonging to that parent’s Delaware subsjdtar

On that point our law is settled. As we recentBldhin Lambrecht v.
O’Neal, where “the wholly-owned subsidiary pre-existed #dlleged wrongdoing

. and the plaintiff owns stock only in the p#re . . [a demand can] only be

19 As we observed itLambrecht some courts in other jurisdictions have recoghiaedouble
derivative right in the case of a less-than-whallyned subsidiary, but Delaware courts have not
yet ruled on that issue. 3 A.3d at 283, n. 14.d&eot reach that issue in this Opinion, since all
of the relevant corporate subsidiaries here ardlwbaned.

1 Rales v. Blashband34 A.2d 927, 932-35 (Del. 1993)ambrecht 3 A.3d at 282.
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made—and a derivative action [can] only be brought-the parent, not the
subsidiary, level® As Lambrechtrecognized, the underlying basis for double
derivative standing is the parent’'s ability to “erde [the subsidiary’s] claim by

the direct exercise of [the parent's] 100 percemmtol” of the subsidiary’

1214,

131d. 288-91. We take this occasion to correct threm@uncements iRlamilton Partners, L.P.
v. Englard 11 A.3d 1180 (Del. Ch. 2010), in which the CanfrChancery suggested, by way of
dictum, that from a “corporate technician['s]” stgooint, some language ibambrechtis
inconsistent with provisions of the Delaware Geh@arporation Law. Id. at 1203-05. Those
assertions warrant comment, lest this Court’'s sdebe regarded as tacitly blessidgmilton
Partners characterization ofambrechtas containing "technical misstepsd. at 1206.

First, the Hamilton Partners court—presumably addressing a supposed contrary
suggestion inLambrecht—asserts that where a corporation is acquired iavarsetriangular
merger, "[p]ost-merger, only the board of directofshe subsidiarnhas statutory authority over
the [corporation’s] derivative claim[s].Td. at 1204-05 (citing ®el. C.8 141(a)) (emphasis in
original). That statement, as phrased, is inctrrédthough the subsidiary’s board has the sole
statutory authority to decide whether or not toseathe subsidiary to assert the acquired claim
directly, it is not accurate to say that the board &easlusivepost-merger authority “over the
derivativeclaim.” By definition a derivative claim implicas the equitable right of a shareholder
to assert the clairan the subsidiary’s behalf. The subsidiary’s bd@ad the statutory “authority
to choosewhether [or not] to pursue the litigatiorzapata Corp. v. Maldonadal30 A.2d 779,
786 (Del. 1981) (emphasis added), but in dieeivative context that authority is not exclusive,
because where a shareholder has legitimate startdingroceed derivatively, the board’s
managerial decision ntd sue will “not [be] respected.id.

Second, and relatedlyHamilton Partnersimplies that Lambrecht stands for the
“statutorily incorrect” proposition that a parenbrporation may assert (post-merger) a
subsidiary's claim directly. 11 A.3at 1205 (stating that a parent corporation in angular
merger “does not receive the right to sue as dtreSthe merger and cannot assert directly the
right of the subsidiary”). Lambrechtstands for no such proposition: it states onit tthe
parent, as a practical matter and by virtue ofl@9% control, can cause its wholly owned
subsidiary to enforce its claim directlyLambrecht 3 A.3d at 288 (describing the “direct
exercise of . . . 100 percent control”).

Third, Hamilton Partnersciting Lewis v. Andersqgmt77 A.2d 1040 (Del. 1984), suggests
that because the acquired claim is a statutoryetass the subsidiary and is subject to the
subsidiary’s board’s managerial authority, the pardeas no property interest in that claim.
Hamilton Partners 11 A.3d at 1204 (asserting thlahmbrecht“is inaccurate to cite a ‘legal

11



Applying that principle here, Sagarra’s standingst® derivatively, including its
presuit demand obligations, is governed by thevdévie standing rules that apply

at the parent (Uniland) levé!.

precept, confirmed ihewis v. Anderson. . that as a result of [a reverse triangularigeg [the
acquired subsidiary’s] claim becomes the propeftyh® parent] as a matter of statutory law.”).
That suggestion misreatdewis where this Court stated that “[t{jhe Chancelldeduthat plaintiff
[shareholder's] . . . underlying claim [post-metgaereby became the exclusipeoperty right
of [the subsidiarypnd its sole shareholdgfthe parent corporation]. We agree. . ..” #2Zd

at 1042 (emphasis added).

The “parent-has-no-property-interest” conclusioattHamilton Partnersattributes to
Lewis is also anon-sequitur In Lewis after the triangular merger the resulting sulasidi
became the sole statutory “owner” of the acquigbaration’s claim. But that fact did not (nor
could it) operate to negate or extinguish any ggein that claim that the corporate parent (as
100% owner of the resulting subsidiary) acquireBost-merger, the parent had an indirect
property interest or right in that claim that itldiot have before the mergetee Buechner v.
Farbenfabriken Bayer Aktiengesellschéif54 A.2d 684, 686-87 (Del. 1959) (describing pare
corporation’s property interest in subsidiary’s pmmate assets as an “indirect interest” which
creditors of parent cannot reach directly, absesuid). The significance of the subsidiary’s
exclusive ownership of the claifor double derivative standing purposeis not that it
negates any property interest of the parent. Raltsesignificance is that the parent’s indirect
property interest in the claim is subject to thbssdiary’s board’s discretionary power to decide
whether to enforce that claim. But, even so, agewegnized irLambrecht(and the Court of
Chancery recognized iHamilton Partner¥, as a practical matter the parent can alwaystase
100% controlling position to cause the subsidiargnforce its claim, even though that claim is,
statutorily speaking, the “property” of the subaigi

14 See also, Sternberg v. O'Neli50 A.2d 1105, 1122-23 (Del. 1988) (acknowledgthgt
because parent corporation “is an Ohio corporat@mp law must be applied to one aspect of
[the plaintiff's] . . . double derivative action;Kostolany v. Davis1995 WL 662683, at *3 (Del.
Ch. Nov. 7, 1995) (“Delaware does have a strongrast in protecting minority stockholders of
Delaware corporations. However, plaintiff is a &tomlder of the Dutch parent, not of the
Delaware subsidiaries.”).
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D. Standing Requirements Governed
By The Internal Affairs Doctrine

That brings us to the next issue, which is: whatybof standing law applies
at the parent company level—the law of DelawareS@garra claims) or of Spain
(as the Vice Chancellor held)? That question mustresolved under the
governing choice of law principle, which in Delawars the internal affairs
doctrine’® Under that doctrine and in this context, the mil@ecision is that of
the jurisdiction of incorporation of the entity which the plaintiff owns shares—
here, Spain. Sagarra does not dispute that pkncilmstead, it contends that the
presuit demand requirement should not be deemétht@mnal affair” of Uniland
that falls within the scope of the internal affagiagctrine. Our law holds precisely
the contrary.

In American corporation law, the internal affairscttine is a dominant and
overarching choice of law principt€. An important rationale for the doctrine is

that, “in order to prevent corporations from besupjected to inconsistent legal

15 McDermott Inc. v. Lewijs531 A.2d 206, 215 (Del. 1987) (“Delaware’s wetitablished
conflict of laws principles require that the lawstbe jurisdiction of incorporation . . . govern
this dispute involving [the internal affairs of therporation].”).

16 1d. at 216-17 (“The alternatives [to the internal affadoctrine] present almost intolerable
consequences to the corporate enterprise and itagees. . . . Stockholders also have a right to
know by what standards of accountability they majdhthose managing the corporation’s
business and affairs.”). Under our case law thara is also a rule of constitutional lawnd. at
217-19 (“[W]e conclude that application of the mmal affairs doctrine is mandated by
constitutional principles, except in ‘the rarestigtions.”).
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standards, the authority to regulate a corporatiamternal affairs should not rest
with multiple jurisdictions.*” The term “internal affairs” encompasses “those
matters that pertain to the relationships amonbetween the corporation and its
officers, directors, and shareholdet$."The doctrine requires that the law of the
state (or, in this particular case, the sovereigfion) of incorporation must govern
those relationship$.

The presuit demand requirement is quintessentaallyinternal affair” that
falls within the scope of the internal affairs dow. As this Court explained in
Aronson v. Lewisthe presuit demand requirement serves a coretidunof
substantive corporation law, in that it allocates between directors and
shareholders, the authority to sue on behalf ofdwporatior’> “[T]he entire
guestion of demand futility is inextricably bounal issues of business judgment
and the standards of that doctrine's applicabifity. “The decision to bring a

lawsuit or to refrain from litigating a claim on e of a corporation is a decision

17vantagePoint Venture Partners 1996 v. Examen, Bl A.2d 1108, 1112 (Del. 2005).

181d. at 1113. See alspMcDermott 531 A.2d at 214 (defining internal affairs as ttees which
are peculiar to the relationships among or betwten corporation and its current officers,
directors, and shareholders”).

9VantagePoint Venture Partnerd71 A.2dat 1113.

20473 A.2d 805, 811-12 (Del. 1984).

211d. at 812.
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concerning the management of the corporatfén.The United States Supreme
Court echoed that principle Wamen v. Kemper Fin. Serv. Ind.here, the Court

stated that “the contours of the demand requiremarten it is required, and

when excused—determingho has the power to control corporate litigation . .
[and] relates to the allocation of governing poweithin the corporation?

Those “contours of the demand requirement” fallmfyr within the
gravitational pull of the internal affairs doctrinend thus are determined by the
law of the jurisdiction of incorporation of the @pton whose board a presuit
“‘demand” is required. In this case, the law of iBggoverns the presuit demand
requirements that Sagarra must satisfy to sue aterely on Uniland’s behalf, to

enforce the claim of Uniland’s ultimate Delawar®sidiary, UAC**

22 3piegel v. Buntrogks71 A.2d 767, 773 (Del. 1990). Nor were theseqiples new at the time
AronsonandSpiegelwere decided. As early as 1966, the Court of ChigninLevine v. Milton
concluded that “[i]f derivative actions on behalf [a corporation incorporated in a foreign
jurisdiction] . . . are not permitted under the laf\[that foreign jurisdiction], then | am satigdie
that plaintiff's suit would have to be dismissed thiat ground.” 219 A.2d 145, 147 (Del. Ch.
1966).

23500 U.S. 90, 101 (1991).
4 Once standing to proceed derivatively is establistDelaware substantive law applies to
adjudicate the Delaware subsidiary’s claims agaisstlirectors. SeeSternberg v. O’'Nejl550

A.2d 1105, 1123-24 (Del. 1988) (holding that intdraffairs doctrine “mandates the application
of Delaware law to the internal operation of [agdlary incorporated in Delaware]”).
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E. Public Policy Does Not Displace
The Internal Affairs Doctrine

Sagarra’s final argument is that that rule showddsét aside in this specific
case for policy reasons. Sagarra contends thaw2eé has a strong interest in
preventing its corporations from being used forsieipurposes, such as the Giant
transaction. That argument, although correct enabstract, overlooks the fact that
that policy interest is already served by the GanAssembly having conferred
jurisdiction on Delaware’s courts to police fidugidoreaches committed through a
misuse of the Delaware corporate form. For Delawavurts to fulfill that role,
however, their power to act must first be propanlyoked. A Delaware court has
no power to intervene unless and until the pldistittanding to invoke its
jurisdiction is establishe@. The policy interest that Sagarra invokes does arad
cannot, operate as a protean ethic that trumpanad hocbasis, settled choice of
law rules that govern the right of a stockholdeemdorce, derivatively, claims that
belong to the corporation in which it owns shares.

When Sagarra took ownership of its Uniland shatekd so with presumed

knowledge that its ownership interest was subthé legal rights conferred, and

2 |d. at 1125 (“Delaware has more than an interest aviging a sure forum for shareholder
derivative litigation involving the internal affairof its domestic corporations. Delaware has an
obligation to provide such a forum.”).
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the restrictions imposed, by the Spanish legalmedi Whatever legal rights
Sagarra initially contracted for to challenge ansaction whose terms were
determined and structured at the Uniland level dawcessarily be defined by
Spanish law. For this Court to disrupt the intéaféairs of a Spanish corporation
by displacing Spanish derivative standing ruleshwvitiose of Delaware, would
serve no legitimate Delaware interest and wouldatothe principle of comity.
As the Vice Chancellor rightly noted in his Opinjdfa]lithough a Delaware entity
may be involved in the corporate structure, ther€Cmsumindful of the important
interest of affording comity to foreign business lgoverning the internal affairs
of a foreign corporation.” As we have recogniz&mmity” is the “recognition
[of] . . . the legislative, executive, or judiciatts of another nation . . . [in] due
regard both to international duty and convenieranel to the rights of its own
citizens or of other persons who are under theeptimn of its laws?* If any
principle of public policy should apply here, ittisat of comity. That principle
compels that we reaffirm the analysis and resaltled by the Court of Chancery.
CONCLUSION

For the above reasons, the judgment of the Cd@hancery is affirmed.

26 McDermott Inc. v. Lewjs531 A.2d 206, 217 (Del. 1987) (“Stockholders diswe a right to
know by what standards of accountability they majdhthose managing the corporation's
business and affairs.”).

2" Taylor v. LSI Logic Corp.715 A.2d 837, 842 (Del. 1998).
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