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Implications of the Court of Chancery’s Decision 
that De-SPAC Mergers Will Be Reviewed Under 
the Entire Fairness Standard—Amo v. MultiPlan 

Amo v. MultiPlan (Jan. 3, 2022) is the first Delaware decision to address fiduciary duties and related 

principles in the context of a SPAC (special purpose acquisition company). The Court of Chancery 

described its analysis as an application of “well-worn fiduciary principles” to the “novel issues presented” 

by SPACs. Importantly, as many of the issues raised in the opinion, and many of the rulings by the court, 

relate to conflicts that are inherent in the SPAC structure (rather than facts and circumstances specific to 

the transaction at issue in MultiPlan), the decision may have broad application to challenges of de-SPAC 

transactions. The opinion provides important insight into how the court likely will approach challenges to 

“de-SPAC” mergers, leaves open certain critical questions in that respect, and could lead SPACs to 

consider certain modifications to their typical structure and/or disclosures. 

The plaintiffs, who were initial public stockholders of Churchill Capital Corp. III (a SPAC), brought fiduciary 

duty claims against Churchill’s sponsor and directors in connection with Churchill’s $5.8 billion de-SPAC 

merger with MultiPlan, Inc. (a healthcare industry-focused data analytics provider). The court principally 

focused on the claims regarding adequacy of the disclosures made in the proxy statement issued to seek 

Churchill stockholders’ approval of the merger. The proxy indicated that roughly 35% of MultiPlan’s 

revenues came from a single customer—but did not indicate that this customer was planning to build its 

own data analytics platform and move its business from MultiPlan. Soon after the merger closed, an 

equity research firm report discussed these plans; the price of the combined company’s shares dropped; 

and Churchill stockholders filed suit. 

At the pleading stage of litigation, Vice Chancellor Lori W. Will rejected the defendants’ motion to dismiss 

the claims. The court held that: (i) the de-SPAC merger was a “conflicted controller” transaction (as 

between the SPAC’s sponsor and its public stockholders) and, therefore, the entire fairness standard, 

rather than the deferential business judgment rule, applied to the court’s review; (ii) due to the sponsor’s 

and directors’ conflicts that were inherent in the SPAC structure, it was “reasonably conceivable” (the 

standard for non-dismissal of claims at the pleading stage) that they had “purposefully” provided 

materially misleading disclosure about MultiPlan (a breach of the duty of loyalty to the stockholders); (iii) 

the alleged disclosure violation “impaired” the stockholders’ right to redeem their SPAC shares prior to the 

de-SPAC closing, in that the decision whether to redeem could not be made on a fully informed basis; 

and (iv) based on the alleged materially inadequate disclosure, the de-SPAC may not have satisfied the 

“fair dealing” aspect of entire fairness. 
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Notably, practitioners have long viewed the SPAC stockholders’ right to redeem their shares prior to a de-

SPAC merger as a distinguishing feature that would significantly mitigate fiduciary duty risk for SPAC 

sponsors and directors in connection with de-SPACs (as compared to controllers and directors in the non-

SPAC context). While MultiPlan should serve to discourage certain conduct by aggressive actors, 

we believe that, in light of the redemption feature in SPACs, further development of Delaware law 

will define workable parameters under which the court will more readily dismiss challenges to de-

SPAC transactions where the disclosure to stockholders is adequate. Pending such development, in 

light of MultiPlan, there likely will be significantly more litigation challenging de-SPACs; SPAC sponsors 

and directors should intensify their efforts to ensure adequate disclosure; and modifications to the SPAC 

structure and practices should be considered. 

Key Points 

 The decision suggests that, generally, the court likely will apply the entire fairness standard to 

challenges of de-SPACs. While the court emphasized that, in this case, the alleged material 

disclosure violation impaired the public stockholders’ redemption right, the court did not expressly 

limit the application of entire fairness only to de-SPAC transactions involving viable disclosure claims. 

Indeed, the court’s analysis of de-SPAC transactions as conflicted controller transactions suggests 

that entire fairness would apply to them irrespective of a disclosure claim having been made. As 

entire fairness generally requires a fact-intensive inquiry into fairness of the process and the price, 

claims subject to review under this standard usually are not dismissed at the pleading stage. 

Therefore, pending further development of the law relating to de-SPAC transactions, it appears likely 

that many challenges to these transactions will not be resolved at the pleading stage in the Court of 

Chancery. Importantly, the law in this context is in the earliest stages and can be expected to evolve. 

However, given that entire fairness may apply, SPAC sponsors and directors should seek to avoid 

actions or circumstances that could raise fairness concerns. 

 The court’s application of entire fairness to de-SPAC challenges is at odds with an alternative, 

commonly held view of de-SPACs. The alternative view emphasizes that those who acquire shares 

in a SPAC have received disclosure (in the prospectus for the initial public offering) about the conflicts 

inherent in the SPAC structure; acquire their SPAC shares for the very purpose of having the right to 

participate in a de-SPAC transaction that is later identified by the sponsor; and have strong, 

fundamental protection in the form of their right to redeem their shares at the price of their original 

investment plus interest once an acquisition target is identified but before the de-SPAC closes. Under 

this view, these investors thus are not analogous to stockholders in a non-SPAC context who can be 

dragged along in a conflicted merger to which they are opposed and who therefore need the 

protection of entire fairness review. 

 The court found it reasonably conceivable that the de-SPAC did not satisfy entire fairness. The 

court found, based on the sponsor’s and directors’ inherent conflicts under the SPAC structure, that 

they may have “purposefully” provided the alleged materially misleading disclosure. Therefore, the 

court ruled, the plaintiffs had pled viable, non-exculpable claims of breach of the duty of loyalty and 

the transaction may not have satisfied the fair dealing aspect of the entire fairness test. (We note that, 

given the court’s finding that the SPAC’s directors may have been self-interested and non-

independent, the finding of purposefulness was not required for the application of entire fairness and 

potential personal liability of the sponsor and the directors.) 
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 Critical open issues arising from the decision include the following: 

 Whether the court will apply the entire fairness standard in all de-SPAC cases, or only those with 

a viable disclosure claim; 

 Whether the court will find that the combination of a redemption right and adequate disclosure 

satisfies entire fairness (and, if not, whether other factors, such as approval of the transaction by 

independent directors, would result in the standard being satisfied); 

 Whether the court may, over time, establish a framework for stockholder protections (in the style 

of MFW) that would allow a SPAC to establish entire fairness of a de-SPAC, or, potentially, as the 

law evolves, allow a shift of the standard of review to the business judgment rule; 

 On what basis the court will find that a SPAC can establish entire fairness of a de-SPAC, and to 

what extent process issues will be the predominant focus rather than price (or vice versa); and 

 If the court finds a de-SPAC to have not been entirely fair, on what basis damages would be 

determined. 

 The decision underscores the continued, increasing, and critical importance of adequate 

disclosure in connection with both a SPAC’s initial public offering and the de-SPAC merger. In 

addition, modifications to the typical SPAC structure and disclosures could be considered to mitigate 

conflicts and other potential fairness concerns. (See “Practice Points” below.) 

Background. Churchill, utilizing a typical SPAC structure, closed its $1.1 billion initial public offering in 

February 2020. It then had 24 months to identify an acquisition target and close the de-SPAC merger. 

The public stockholders had the right to redeem their shares after a target company was identified and 

before the de-SPAC merger closed. Thereafter, the sponsor selected MultiPlan, Inc. as the target to be 

acquired. A merger agreement was signed in July 2020. On the same day, the SPAC engaged a wholly-

owned subsidiary of the sponsor as its financial advisor (with an advisory fee of $30.5 million). PIPE 

(private-investment-in-public-equity) investors, who were affiliated with the SPAC’s directors, provided 

back-up financing sufficient to finance the merger even if all of the public stockholders redeemed their 

shares. Churchill’s merger proxy statement distributed to its stockholders disclosed that roughly 35% of 

MultiPlan’s revenues came from a single customer, but did not indicate that that customer was planning 

to build its own in-house data analytics platform and move its business to that platform and away from 

MultiPlan. The public stockholders voted overwhelmingly in favor of the merger; and fewer than 10% of 

the public stockholders opted to redeem their shares. The merger closed in October 2020. In November 

2020, an equity research firm report was published that included discussion of the likelihood that 

MultiPlan imminently would lose its largest customer. MultiPlan’s share price, which had been $11.64 per 

share on the record date for the merger, immediately fell to $6.27 per share (i.e., well below the $10.04 

the public stockholders would have received had they chosen to redeem their SPAC shares before the 

merger). With the share price not thereafter recovering, the plaintiffs filed suit in April 2021. In this 

decision, at the pleading stage, the court rejected dismissal of the plaintiffs’ claims. 

Discussion 

Churchill had a typical SPAC structure, with the usual conflicts of interest that are inherent in the 

structure. Churchill’s sponsor received a 20% interest (so-called “founder shares”) in Churchill for the 

nominal price of $25,000, as well as warrants. Churchill’s directors were selected by the sponsor and 

given valuable economic interests in the sponsor. Churchill’s initial public stockholders purchased IPO 

units consisting of one common share and a fractional warrant for $10 per unit. The IPO proceeds were 

placed into a trust while Churchill searched for an acquisition target. Each public stockholder had the right 
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(after a target was identified and before the de-SPAC closed) to redeem its shares in exchange for the full 

amount of its investment plus interest ($10.04 at the record date). If a de-SPAC transaction occurred 

within 24 month after the IPO, the founder shares would be converted into common shares of the target. 

If a de-SPAC transaction did not occur within that time period, Churchill would be liquidated. Under this 

typical structure, the founder shares and warrants provided the sponsor and the directors with very 

significant upside potential if a merger was completed, even if the merger was value-decreasing. The 

court calculated that, at the record date for the merger, the sponsor’s warrants were worth about $51 

million and the founder shares about $305 million, representing a 1,219,900% gain on the sponsor’s 

$25,000 investment. If a merger was not completed, the founders shares and warrants would have been 

worth zero. By contrast, the public stockholders would benefit only if a merger were value-increasing. 

Otherwise, they would have benefitted from redeeming their shares and receiving $10.04 per share. The 

court’s view of what it characterized as “misaligned incentives” (i.e., the “different incentives in a bad deal 

versus no deal”) between the SPAC’s sponsor and directors on the one hand, and its public stockholders 

on the other hand—which are inherent under the typical SPAC structure and are disclosed in the 

prospectus relating to the SPAC’s IPO—provided the basis for most of the court’s conclusions. 

The decision indicates that entire fairness may be applied generally to challenges of de-SPACs. 

The court found that entire fairness applied based on conflicts that are inherent under the SPAC 

structure, rather than based on any particular factors relating specifically to Churchill or the MultiPlan de-

SPAC. First, the court held that the de-SPAC was a conflicted controller transaction in which the controller 

(the sponsor) received a “unique benefit” unavailable to the SPAC’s public stockholders. The court wrote: 

“[T]he merger had a value—sufficient to eschew redemption—to common stockholders if shares of the 

post-merger entity were worth $10.04. For [the sponsor, however], given the (non-)value of his stock and 

warrants if no business combination resulted, the merger was valuable well below $10.04. This is a 

special benefit to [the sponsor].” Second, the court held that the de-SPAC was a conflicted controller 

transaction in which the controller “competed for consideration” with the public stockholders. “Because of 

his founder shares, [the sponsor] effectively competed with the public stockholders for the funds held in 

trust and would be incentivized to discourage redemptions if the deal was expected to be value-

decreasing….” Third, the court found it reasonably conceivable that the SPAC’s directors were self-

interested in the merger. The court noted that the directors’ respective interests in the sponsor had 

implied market values ranging from $3.3 million to $43.6 million. Finally, the court found it reasonably 

conceivable that a majority of the board lacked independence from the sponsor. The court noted that, 

allegedly, each of the directors had been “hand-picked” by the sponsor, had personal or employment 

relationships with the sponsor, and/or had received lucrative business opportunities from the sponsor. 

The court stated that the sponsor had appointed many of the directors to directorships on other SPACs, 

“providing them founders shares with the potential for more multi-million-dollar paydays…” 

Based on the SPAC sponsor’s and directors’ conflicts under the SPAC structure, the court found 

it was reasonably conceivable that they had “purposefully” provided the allegedly materially 

misleading disclosure. The proxy statement indicated that Churchill had conducted “extensive” due 

diligence on MultiPlan, including communications with senior leaders of several of its large customers. 

While it disclosed that MultiPlan was reliant on a single customer for 35% of the company’s revenue, it did 

not disclose the name of that customer, nor that the customer intended to create an in-house data 

analytics platform that would compete with MultiPlan and cause the customer to terminate its key 

accounts with MultiPlan by the end of 2022. (The customer had publicly discussed its plan for the in-

house platform by June 2020.) In addition, the proxy disclosed that Churchill had relied only on (and the 

proxy disclosed only) financial analyses prepared by Churchill itself, with assistance from its financial 
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advisor (which was a wholly-owned subsidiary of Churchill’s sponsor). The proxy was not accompanied 

by any independent third-party valuation, analysis or fairness opinion. In light of the sponsor’s and the 

directors’ inherent conflicts (i.e., their strong incentives to complete a merger even if it would be value-

decreasing, while the public stockholders would benefit only from a value-increasing merger), the court 

found it reasonably conceivable, at the pleading stage, that the sponsor and directors may have 

“purposefully” provided the alleged inadequate disclosure. The court thus found that the plaintiffs had 

pleaded viable, unexculpated duty of loyalty claims against the sponsor and the directors (although we 

note that the finding of purposefulness was not required for the duty of loyalty breach given the finding 

that the directors may have been self-interested and/or lacked independence). 

As the law relating to de-SPACs evolves, the court may develop parameters along the lines of 

MFW that would provide for business judgment review instead of entire fairness. Under MFW, a 

conflicted controller transaction is subject to the business judgment rule rather than entire fairness if, from 

the outset, the transaction is conditioned on approval by both (i) an independent special committee of 

directors and (ii) a majority of the stockholders unaffiliated with the controller. It does not appear to us that 

the MFW stockholder protections would be readily transportable to the SPAC context to provide for 

business judgment review—primarily due to the different incentives and import of the stockholder vote in 

a de-SPAC context. SPAC stockholders may be incentivized to vote in favor of a de-SPAC, regardless of 

their views about the transaction, because they have the ability to redeem their shares even if they vote 

for the merger, and even if they redeem their shares they can retain any warrants (which provide upside 

potential if the merger turns out to be value-increasing). However, as noted above, it is possible that the 

law may evolve such that, in the court’s evaluation of the entire fairness of a de-SPAC transaction, an 

MFW-style framework might be established that, on a more formulaic basis, would allow SPACs to 

demonstrate that entire fairness was satisfied or would allow a shift to the business judgment standard. In 

any event, we note that approval by one or more independent directors, and/or by a majority of fully 

informed public stockholders who did not redeem their SPAC shares (i.e., holders who have an economic 

interest at stake in the post-combination entity), would tend to support the fairness of a de-SPAC. 

Given that de-SPAC transactions may be subject to entire fairness review, sponsors and directors 

should consider carefully any actions or circumstances that could create additional conflicts or 

negative factors that might lead a court to find entire fairness was not satisfied. The court noted 

that Churchill’s reliance only on a sponsor-controlled financial advisor “bolstered” the court’s conclusions 

relating to the applicability of entire fairness. (Moreover, in this case, the advisor was engaged the same 

day the merger agreement was signed and received a $30.5 million fee.) Other potentially exacerbating 

factors in MultiPlan could be that, allegedly, none of the directors was independent of the sponsor or 

disinterested in the transaction; each of the PIPE investors in the de-SPAC was affiliated with the SPAC’s 

directors; the share price declined dramatically almost immediately post-merger; and the alleged 

disclosure violation related to information that appeared to be plainly material and had been discussed by 

the customer publicly. (The stockholders would not have known the information, however, as the proxy 

did not disclose the name of the customer.) 

The court rejected the defendants’ other arguments that the plaintiffs’ claims should be dismissed 

because they (i) were derivative (and demand had not been made on the board to bring the 

litigation); (ii) were subsumed within contract claims; and (iii) were “holder claims” (as to which a 

class action could not be brought). First, the court held that the claims were direct, not derivative, as 

they did not relate to general “overpayment” or “dilution” by fiduciaries, but to material interference with 

the stockholders’ redemption right, which was a harm not shared by the corporation. Second, the court 
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held that the claims were not contractual because, although the redemption right was contained in 

Churchill’s certificate of incorporation (and thus was contractual), the obligation to disclose all material 

information needed to make the decision whether to redeem was not a contractual one. Third, the court 

held that the claims were not “holder claims” (i.e., did not relate to whether stockholders were induced to 

“hold onto their stock”) but involved an “active” investment decision—whether to “divest or invest in the 

post-merger entity, [to] approve or disapprove the merger.” That decision was “an active and affirmative 

choice around which the SPAC structure is revolved…[thus,] [t]he defendants cannot escape liability for 

fiduciary duty breaches in connection with that choice by characterizing it as a passive holder decision.” 

The court declined to dismiss the plaintiff’s claim against the SPAC’s financial advisor for aiding 

and abetting the sponsor’s and directors’ alleged breaches of fiduciary duty. Unlike in other cases 

in which the court has faced the issue whether a financial advisor “actively participated” in a controller’s or 

directors’ fiduciary breaches, the financial advisor in this case was not an independent third party advisor, 

but a wholly-owned subsidiary of the sponsor. At the pleading stage, the court stated, it was reasonable 

to infer that facts known to a controller were also known to other entities controlled by the controller. 

Practice Points 

 Special attention to disclosure. SPAC sponsors and directors should intensify their efforts to 

ensure that the conflicts inherent in the SPAC structure are fully disclosed in the IPO prospectus; and 

that the de-SPAC proxy statement does not omit material information and is not materially false or 

misleading. Special attention should be paid to conflicts, risk factors, and valuation disclosure. 

Particularly given that sponsors and directors may be presumed, at the pleading stage, to have 

provided any alleged flawed disclosure “purposefully,” and that entire fairness review may apply, 

where there are close calls on disclosure, strong consideration should be given to erring on the side 

of more robust disclosure. 

 Possible modifications to a SPAC structure. SPAC sponsors may wish to consider implementing 

structural features to mitigate the risk of a de-SPAC being deemed by the court not to satisfy entire 

fairness. Whether any such features would be helpful or desirable will depend on further judicial 

developments clarifying the extent of the risk, and on the facts and circumstances of the given 

situation. Sponsors could consider incorporating the SPAC outside Delaware (such as in the Cayman 

Islands), with Delaware incorporation being implemented only upon the closing of the de-SPAC 

merger. In addition, formation of the SPAC as a limited liability company could be considered. Other 

potential structural, practice, and disclosure changes that could be considered include: 

 Providing the SPAC board with an independent valuation of the target (i.e., a valuation or fairness 

opinion provided by a non-affiliated financial advisor); 

 Having the independent directors act as a special committee; 

 Having some portion of the founder shares vest only if certain performance or price targets are 

achieved within a specified period post-merger; 

 Reducing the amount of founder shares the sponsor receives—perhaps, only in the event the 

merger turns out to be value-decreasing within a specified period post-merger; 

 Paying director compensation in cash and irrespective of a de-SPAC occurring, or in out-of-the-

money warrants that vest over time, rather than providing them an interest in the sponsor;  and 

 Expanding particularized disclosure relating to the inherent risks in the SPAC structure and the 

risks of a de-SPAC becoming value-decreasing post-merger. 
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 Avoiding exacerbating factors. SPAC sponsors and directors should seek to avoid creating 

fairness concerns based on exacerbating factors, such as the independent directors not being truly 

independent; sole reliance by the board on, or out-sized compensation to, a sponsor-affiliated 

financial advisor; or above-market compensation being paid to the sponsor or directors. 

* * * 
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