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A Bid to Stay on Top: Delaware’s Reworking of Corporate Law

BY ZANE ALSALIH"

After its passage in the Delaware House of Representatives 32-7', Delaware Governor Matt
Meyer signed major changes to Delaware’s corporate laws into law on March 25", 2025.2 The
governor advocated these changes, with proponents stating that the changes are necessary to “give
corporations’ most powerful managers more predictability and consistency as they consider
business transactions. The desire to rework Delaware’s corporate law has largely emerged out of
fears of an exodus of corporations out of Delaware, sparked by Elon Musk moving Tesla and
SpaceX out of Delaware following a ruling by the state’s Chancery Court that revoked a $56 billion
pay package for Musk from Tesla, as well as discussions of “Meta, Dropbox and Pershing Square
Capital Management. ..re-incorporating elsewhere.”

Regarding discussions of businesses re-incorporating elsewhere, businesses have engaged
in such discussions in response to what they describe as an “increased litigious environment in
Delaware.” * A combination of this sentiment, controversial decisions from the Delaware Court of
Chancery, and efforts of other States, such as Texas, to foster a more corporate-friendly
environment ignited concern over whether Delaware would maintain its status as the leading
jurisdiction for corporate law.”™

In the build-up to its passage and signing into law, the bill seeking to rework Delaware
corporate law proved controversial.®* Opponents of the bill argued that it “would water down retain
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stockholders and pensioners’ rights and the recourse they have to challenge boards of directors for
not acting in their best interests.”” Furthermore, opponents argue that the bill is “a giveaway to
billionaires™ which “allows founders or powerful executives to strike deals at the expense of
minority stakeholders.” However, despite these claims, proponents, such as Governor Meyer, state
that the reworking of Delaware’s corporate law was necessary to restore “clarity, predictability and
fairness.”!?

The bill, now signed into law, alters the definition of a controlling shareholder, with the
law defining controlling shareholders as “individuals who own at least half of a company’s shares
or a third of shares plus a managerial role.”!! Furthermore, the law “lowers the amount of internal
company scrutiny required to examine deals made by powerful shareholders with their

12 and restricts ““books and records” claims which request a shareholder can make to
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companies,
executives for internal company documents.

The passage of this bill reworking corporate law is certainly significant. At this time, its
impact on Delaware’s status as “the leading jurisdiction for corporate law”'* is unclear, given the
recency of its passage and signing into law. While some argue that the changes are necessary to
maintain Delaware’s leading position in corporate law, others argue that the bill benefits
“influential business leaders...at the expense of pensioners, retirees and ordinary investors” which
will have a negative impact on Delaware’s place as the preferable jurisdiction for incorporation.'®
Ultimately, given the changes, the law seems likely to limit Delaware judges’ ability to deal with
matters involving conflicts of interest, along with limiting the powers of minority shareholders.!®
Thus, the changes appear to capitulate to influential business leaders who had begun to question
Delaware as a place of incorporation by making Delaware a jurisdiction more friendly to corporate
leadership.
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