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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON. D.C. 20849

orrIcE O
THE COMM 5510MVER

January 7, 1988

The Honorable Richard &£. Cordray
" President Pro Tempore

River Drive

Box 486

Millsbore, DE 19966

Dear Senator Cordrey:

On January 5, 19288, the Executive Commitfles of the
Delaware Bar Association voted to recommend that Delaware
adopt an antitakeover atatute. That statute would be
codified as Section 203 ¢of the Delaware General Corporation :
Law. It is my understanding that proposed Seqtion 203 will be
introduced on January 12 and that an effort willl be made to
bring the bill to the floor for a vote on Janydary 13.

Proposed Section 203 is not a garden-variety amendment to
Delaware’s Corporation Law. If enacted, it will substantially
alter the cperation of the market for corporafie control.
Because Delaware is the corporate domicile of (approximately
half the corporations listed on the New York §tock Exchange,
and half of the Fortune 500, any decision regqrding proposed .
section 203 has national and internatiocnal sidnificance.

The debate over the merits of Section 20} spans a wide
range of issues., It raises many of the gquestions that have
been asked about the operation of the market for corperate
control, It also cuts to the core of the fundamental
philosophy of Delaware’s Corporation Law becagi=e Sectien 203
departs radically from the enabling approach uwpon which
Delaware law has long relied.

The proposed legislation has generated sybstantial
opposition within Delaware and throughout the|nation. I am
informed that, within Delaware, Section 203 i opposed by four
former Presidents of the Delaware State Bar Agsociation, the
Wilmington Trust Company, the Department of Efonomics of the
University of Delaware, the Chairman and Exechtive Director of
the Delaware State Pension Fund, and several jlocal brokers and
investment advisers, among others. The plll has alsc
attracted unprecedented coverage and comment fin the Wall
Street Journal, New York Times, washington Popt, National Law
Journal, and other media. This coverage is fhrther evidence
of broad naticnal interest and concern.
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For present purposes, the merits of Sectipn 203 are
irrelevant. The salient fact is that Section R03 has
provoked a prorfound debate within Delaware and throughout the
nation. The deliberations of Delaware’s legisflature should
reflect a thoroughness commensurate with the slignificance of
the proposed statute. Proposed Section 203 may well be the
most important amendment in the history of Delaware’s
Corporation Law. It deserves more careful consideratien than
a silent, midnight run through the halls of Delaware’s
legislature.

Delaware has much to gain from holding hdgarings on
proposed Section 203. These hearings will atyract testimony
from nationally prominent cbservers of the takKeover process,
and will be well received in the national and [local media.
More fundamentally, the information gained will substantially
assist the legislature in evaluating the meriys of proposed
Section 203.

Proponents of Section 203 have nothing tq fear from
hearings, unless, of course, they are concerngdd that the bill
cannot withstand legislative scrutiny. 1If so,/ what kina of :
legislation is it that must be passed quickly [and in the darx
if it is to pass at all?

I greatly appreciate the opportunity to ghare my views on
this matter of mutual interest, and note that |the views
expressed in this letter do not necessarily rgfrlect the views
of the Commission, other Commissioners, or of [Commission
staff. I would be glad to provide any inrormgtion or
assistance that might be helpful, and look foyward to¢ an
opportunity to participate in a full, fair, apd public
examination of the merits of proposed Section|203.

With Lest regards,

Sincerely, -

i}rvqukiéﬂég““%é%ﬁpd

Joseph A. Grundfest
Commissioner

IDENTICAL LETTERS SENT TO THE HONORABLE THQMAS B. SHARP,
THE HONORABLE ORLANDO J. GEORGE, JR., THE HONORABLE
TERRY R. SPENCE, THE HONORABLE JOSEPH R{ PETRILLI,
AND THE HONORABLE MYRNA L. BAIR




