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SUMMARY

The Delaware Supreme Court affirmed the Court of Chancery's denial of a stockholder's demand
under Delaware General Corporation Law section 220 to inspect Verizon's books and records
concerning executive compensation. The court reaffirmed that a stockholder seeking inspection to
investigate possible waste, mismanagement, or wrongdoing must prove a proper purpose by showing,
by a preponderance of the evidence, a credible basis supported by some evidence. Mere suspicion,
curiosity, or disagreement with the board's business judgment is insufficient.
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QUESTIONS PRESENTED

1. Whether a stockholder seeking inspection under Delaware General Corporation Law section 220 must
present some evidence establishing a credible basis from which the court can infer possible waste,
mismanagement, or wrongdoing.

2. Whether Seinfeld's evidence established a credible basis to investigate possible waste or
mismanagement in Verizon's executive compensation.

HOLDINGS

1. A stockholder seeking inspection under Delaware General Corporation Law section 220 to investigate
possible wrongdoing or mismanagement must prove a proper purpose by a preponderance of the
evidence and must present some evidence establishing a credible basis from which the court can infer
that possible waste, mismanagement, or wrongdoing may have occurred.

2. Seinfeld was not entitled to inspection because his disagreement with the amount of executive
compensation and his unsupported suspicions did not establish a credible basis to infer waste,
mismanagement, or wrongdoing.

KEY QUOTATIONS

“Stockholders have a right to at least a limited inquiry into books and records when they have established
some credible basis to believe that there has been wrongdoing. . . . Yet it would invite mischief to open
corporate management to indiscriminate fishing expeditions.” (123)

“Stockholders need only show, by a preponderance of the evidence, a credible basis from which the Court of
Chancery can infer there is possible mismanagement that would warrant further investigation” (123)

“We remain convinced that the rights of stockholders and the interests of the corporation in a section 220
proceeding are properly balanced by requiring a stockholder to show "some evidence of possible
mismanagement as would warrant further investigation."” (125)

FACTUAL BACKGROUND

Seinfeld, the beneficial owner of approximately 3,884 Verizon shares, sought inspection of corporate records
concerning compensation paid to Verizon's three highest officers from 2000 through 2002. He alleged that
approximately $205 million in compensation, including stock options, was excessive and wasteful. During his
deposition, however, he admitted that he had no factual support for alleged mismanagement, no basis to claim
the executives had not earned their compensation, and uncertainty about his compensation calculations.

PROCEDURAL HISTORY

Seinfeld sought inspection of Verizon's books and records concerning compensation paid to its three highest
corporate officers. The Court of Chancery held that he failed to present evidence establishing a credible basis to
infer waste, mismanagement, or wrongdoing and entered judgment for Verizon. The Delaware Supreme Court
affirmed.
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affirmed
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