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and Aiding and Abetting Liability for Activist Investor in Shareholder
Class Action Suit
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On October 16, 2018, Vice Chancellor J. Travis Laster of the Delaware Court of Chancery issued a
post-trial opinion in In re PLX Technology Inc. Stockholder Litigation, a dispute arising from the
August 2014 merger between PLX Technology ("PLX" or the "Company") and Avago Wireless
(U.S.A.) Manufacturing Inc. ("Avago"), now known as Broadcom Inc. The Court held that PLX's
directors had breached their fiduciary and disclosure duties in connection with the merger, and that
Potomac Capital Partners 11, L.P. ("Potomac"), an activist hedge fund that pushed for the sale of

PLX to Avago, had knowingly participated in that breach. The Court based its conclusions primarily
upon the conduct of the PLX directors, Potomac and its principal, Eric Singer, during both
Potomac's proxy contest and Singer's subsequent tenure on the PLX Board as the chair of the
special committee overseeing the sales process. Critically, the Court reasoned that Singer, whose
conduct was imputed to stockholder Potomac, was a dual fiduciary to PLX's stockholders and
Potomac's investors, and, as such, had incurable conflicts of interest arising from Potomac's
position that the only viable course of action for the Company was a short-term sale.
This decision is significant because the Court made a theme of director susceptibility or
acquiescence to what it termed "activist pressure" the basis for its conclusions that fiduciary and
disclosure duties had been breached. Further, the decision appears to be the first occasion that a
Delaware court has determined that a conflict of interest attendant to a breach of fiduciary duty
could be present based solely on the Court's perception that a shareholder director had a short
term investment outlook absent any additional factors, such as extra or undisclosed compensation
or other improper benefits.

Background
The Failed IDT Transaction
The relevant events began seven years ago, when PLX first began merger discussions with
Integrated Device Technology, Inc. ("IDT"). In April 2012, PLX and IDT signed a merger agreement
with a price of $7.00 per share. PLX's financial advisor, Deutsche Bank, then solicited competitive
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