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IN THE COURT OF CHANCERY OF THE STATE OF DELAWARE 

CAPITAL STRUCTURES 
REALTY ADVISORS LLC, 
derivatively on Behalf of TRIBUNE 
PUBLISHING COMPANY,  

Plaintiff, 
v. 

MICHAEL W. FERRO, JR., 
PATRICK SOON-SHIONG, NANT 
CAPITAL, LLC, JUSTIN C. 
DEARBORN, CAROL 
CRENSHAW, RICHARD A. 
RECK, DONALD TANG, EDDY 
W. HARTENSTEIN, DAVID E. 
DIBBLE, PHILIP G. FRANKLIN, 
ELLEN TAUS, and RENETTA 
MCCANN, 

Defendants. 
-and- 

TRIBUNE PUBLISHING 
COMPANY, a Delaware 
corporation, 

Nominal Defendant. 

)
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
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) 
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) 
) 
) 
) 
) 
)

C. A. No. 

VERIFIED STOCKHOLDER DERIVATIVE COMPLAINT  
FOR BREACH OF FIDUCIARY DUTY 

Plaintiff Capital Structures Realty Advisors LLC ("Plaintiff"), by its 

undersigned attorneys, for this Verified Stockholder Derivative Complaint for 

Breach of Fiduciary Duty, alleges upon information and belief, except as to the 

allegations specifically pertaining to Plaintiff, which are based on personal 

knowledge, as follows: 

EFiled:  Jun 01 2016 08:57PM EDT 
Transaction ID 59084054 
Case No. 12401-
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NATURE OF THE ACTION 

1. This is a stockholder derivative action brought by Plaintiff on behalf 

of Tribune Publishing Company ("Tribune" or the "Company").  This action is 

brought against the Company's Board of Directors (the "Board"), led by defendant 

Michael W. Ferro, Jr. ("Ferro"), the Chairman, for breach of fiduciary duty.  This 

action is also brought against defendants Patrick Soon-Shiong ("Soon-Shiong") 

and his investment entity, Nant Capital, LLC ("Nant Capital"), for aiding and 

abetting that breach.  Plaintiff brings this action to prevent and unwind the 

preclusive entrenchment transaction the Company entered into with defendant 

Soon-Shiong for improper reasons and for the damages caused thereby.   

2. On February 4, 2016, defendant Ferro acquired 17% of Tribune stock 

for $8.50 per share, or $44.4 million, a $0.50 discount to Tribune's stock price at 

that time, through his company, Merrick Media, LLC.  As part of this transaction, 

defendant Ferro became the Chairman of the Board.  

3. Defendant Ferro wasted no time in putting his stamp on the Company, 

undertaking a total management overhaul at the Company, starting with the 

appointment of defendant Justin C. Dearborn ("Dearborn") as Chief Executive 

Officer ("CEO") of the Company.  Defendant Ferro appointed defendant Dearborn 

after the surprising and sudden departure of Tribune's then CEO, John H. Griffin.  

According to rumors in the press, defendant Ferro pushed Mr. Griffin out of the 
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Company.  Defendant Dearborn, meanwhile, is known as a Ferro "acolyte" who 

worked with defendant Ferro when he was CEO of Merge Healthcare Incorporated 

("Merge Healthcare"), a medical imaging company defendant Ferro controlled.1

Defendant Ferro then appointed three long-time allies onto the Board, while two 

"independent" Board members at the same time stated that they would not stand 

for re-election.   

4. Less than three months later, however, on April 12, 2016, Gannett 

Co., Inc. ("Gannett") offered to acquire Tribune in an all cash transaction for 

$12.25 per share.  At that time, Tribune's stock traded at $7.43.   

5. In response to Gannett's offer, defendant Ferro stated that "[t]here's no 

price" for which he would sell the Tribune.  Defendant Ferro explained to the Los 

Angeles Times, a Tribune-owned newspaper, that he has "three constituents I have 

to look out for in any transaction….  Of course shareholders are very important  

in good governance, but we also have to look at the communities we serve and our 

employees.  Journalism is a different business." 

6. The Company's largest stockholders, however, had a different view of 

Gannett's offer, especially after Gannett raised it to $15 per share and expressed a 

willingness to increase it even higher.  Oaktree Capital Management, L.P. 

1 International Business Machines Corporation ("IBM") later acquired Merge 
Healthcare.
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("Oaktree Capital"), which owns nearly 15% of Tribune's stock, stated in a letter to 

the Board made public "we are convinced that [the Board] and Tribune's 

management should engage Gannett immediately and seek to negotiate a 

transaction in the interest of all Tribune shareholders."  Oaktree Capital's 

sentiments were echoed by Towle & Co. ("Towle"), an owner of 3.85% of 

Tribune's common stock.  Towle demanded that the Board, "for the benefit of all 

shareholders … negotiate and close a transaction with Gannett." 

7. Defendant Ferro, however, was not interested in negotiating with 

Gannett. Instead, he looked for ways to silence the dissident stockholders' voices.  

He found a willing ally in defendant Soon-Shiong.  On May 20, 2016, defendant 

Ferro attempted to convince Oaktree Capital to sell its stake in the Company to "an 

unidentified [third] party."  On information and belief, that third party was 

defendant Soon-Shiong.  When Oaktree Capital refused, defendant Ferro had 

Tribune issue defendant Soon-Shiong 4.7 million new shares at $15 per share, 

giving him nearly 13% of the Company and massively diluting the Company's 

ordinary stockholders in the process.  At the same time that the Board announced 

the transaction with defendant Soon-Shiong, it rejected Gannett's offer for $15 per 

share as inadequate.   

8. The transaction with defendant Soon-Shiong was done for only one 

purpose, to entrench the Board.  The Company was not looking to issue shares 
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before Gannett's purchase.  In fact, if Oaktree Capital had been willing to sell its 

holdings, Tribune would not have sold any new stock to defendant Soon-Shiong.  

Instead, defendant Ferro was searching for a like-minded large stockholder to blunt 

the substantial momentum building behind Gannett's offer and its campaign to urge 

stockholders to "withhold" their support for the existing Board members at the 

upcoming annual meeting.  Defendant Ferro found such a stockholder in 

defendant Soon-Shiong.  Defendant Soon-Shiong had already pre-judged any offer 

for the Tribune, when he stated that the newspaper industry was not a normal 

business, but rather was a "public trust" that he needed to preserve, echoing 

defendant Ferro's earlier sentiments.  Moreover, by acquiring over 10% of the 

Company, defendant Soon-Shiong is now subject to section 16 of the Securities 

Exchange Act of 1934's (the "Exchange Act") prohibition of short-swing profits.   

If Tribune sells itself within the next six months for more than $15 per share, 

defendant Soon-Shiong will have violated section 16, further cementing defendant 

Soon-Shiong's opposition to the Gannett offer.  

9. Worse, in its zeal to entrench itself, the Board entered into a 

transaction that is unfair to Tribune based on the very valuation metrics that the 

Board adopted.  In response to Gannett's initial offer, the Board put together a 

presentation showing that the Company was worth more than the $12.25 Gannett 

offered.  The Board pointed to the median trading multiple of the Company's peers, 
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which valued Tribune at over $21 per share.  And despite calling Gannett's offer of 

$15 per share inadequate, the Board then agreed to sell 13% of the Company to 

Soon-Shiong for that very same price.  Because the Board agreed to the sale to 

defendant Soon-Shiong in order to entrench itself, and in breach of its duty of 

loyalty to the Company, it will have the burden of proving the entire fairness of the 

transaction.  It will be unable to do so here.   

10. Damages, however, are not enough.  There is a potential acquirer for 

the Company offering at least $15 per share for the Company.  Gannett has stated 

that it may withdraw its offer in light of the transaction with defendant Soon-

Shiong.  Accordingly, expedited relief is necessary to prevent the transaction from 

being consummated or unwind it to the extent that it has already been 

consummated, so that Gannett may attempt to acquire the Company without the 

Board's unreasonable and disproportionate entrenchment maneuvers hindering it.   

THE PARTIES 

Plaintiff 

11. Plaintiff is and has been a stockholder of Tribune at all times relevant 

hereto. 

Nominal Defendant 

12. Nominal defendant Tribune is a Delaware corporation with principal 

executive offices located at 435 North Michigan Avenue, Chicago, Illinois.  
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Tribune, collectively with its subsidiaries, is a multiplatform media and marketing 

solutions company.  Tribune has a diverse portfolio of news and information 

brands that include daily and weekly titles, digital properties and verticals in 

markets across the country.  Tribune's brands are leading sources of local news and 

information across all platforms—print, online, mobile, and social.  As of 

December 27, 2015, Tribune had approximately 7,165 full-time and part-time 

employees.   

Defendants 

13. Defendant Ferro is Tribune's Non-Executive Chairman of the Board 

and a director and has been since February 2016. 

14. Defendant Soon-Shiong will be Tribune's Vice Chairman of the Board 

and a director on June 2, 2016.  Defendant Soon-Shiong is the founder of 

defendant Nant Capital.  On May 23, 2016, Nant Capital purchased 4,700,000 

shares of Tribune's common stock for $70.5 million.  Nant Capital owns 

approximately 12.9% of Tribune's outstanding shares, making it Tribune's second 

largest stockholder. 

15. Defendant Nant Capital is a Delaware limited liability company with 

principal executive offices at 9920 Jefferson Boulevard, Culver City, California. 

Defendant Nant Capital is an affiliate of NantMobile, LLC, which is a subsidiary 
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of NantWorks, LLC.  NantWorks, LLC is a Delaware limited liability company 

managed by defendant Soon-Shiong. 

16. Defendant Dearborn is Tribune's CEO and a director and has been 

since February 2016. 

17. Defendant Carol Crenshaw ("Crenshaw") is a Tribune director and  

has been since April 2016.  Crenshaw is the Chief Financial Officer ("CFO") of 

The Chicago Community Trust, a community foundation.  Defendant Ferro is the 

Executive Committee Chairman of The Chicago Community Trust.  According to 

The Chicago Community Trust, its Executive Committee is its governing body.  In 

addition, defendant Ferro has donated substantial sums to The Chicago Community 

Trust.  For example, in 2015, The Chicago Community Trust specifically thanked 

defendant Ferro and his wife for being "a supporting sponsor of the Trust's 

Centennial year!"  As Executive Chairman of the Executive Committee and major 

donor to The Chicago Community Trust, defendant Ferro has significant sway over 

defendant Crenshaw's continued employment and remuneration.   

18. Defendant Richard A. Reck ("Reck") is a Tribune director and has 

been since April 2016.  Defendant Reck has known defendant Ferro for decades.  

Defendant Reck was an accountant at KPMG LLP and used to audit defendant 

Ferro's first large company, Click Commerce, Inc. ("Click Commerce").  Illinois 

Tool Works bought Click Commerce for $292 million in 2006.  Defendants Ferro 
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and Reck served together on the board of directors of Merge Healthcare after 

defendant Ferro became its major stockholder in 2008.  In 2015, IBM bought 

Merge Healthcare for $1 billion.  Defendant Dearborn was the CEO of Merge 

Healthcare while defendants Ferro and Reck were board members.  Defendant 

Reck received over $4 million for his Merge Healthcare stock when that company 

was purchased by IBM.  

19. Defendant Donald Tang ("Tang") is a Tribune director and has been 

since April 2016.  Defendant Tang co-founded DaleyTang LLC ("DaleyTang") 

with former Chicago mayor Richard M. Daley ("Daley").  Defendant Ferro is a 

longtime supporter and friend of Daley.   

20. Defendant Eddy W. Hartenstein ("Hartenstein") is a Tribune director 

and has been since August 2014.  Defendant Hartenstein served as Tribune's Non-

Executive Chairman from August 2014 to February 2016. 

21. Defendant David E. Dibble ("Dibble") is a Tribune director and has 

been since August 2014.   

22. Defendant Philip G. Franklin ("Franklin") is a Tribune director and 

has been since August 2014.   

23. Defendant Ellen Taus ("Taus") is a Tribune Publishing director and 

has been since August 2014. 
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24. Defendant Renetta McCann ("McCann") is a Tribune Publishing 

director and has been since August 2014. 

25. The defendants identified in ¶¶13-14, 16-24 are referred to herein as 

the "Individual Defendants." 

SUBSTANTIVE ALLEGATIONS 

Background of Tribune 

26. Tribune is a multiplatform media and marketing solutions company.  

It was formed as a Delaware corporation on November 21, 2013.  Tribune Media 

Company, formerly Tribune Company ("TCO"), owned all of Tribune until August 

4, 2014.  On that day, TCO distributed 98.5% of the shares of common stock TCO 

held in Tribune to TCO's stockholders on a pro rata basis.  Tribune became its  

own separate entity, trading on the New York Stock Exchange.   

27. On February 4, 2016, the Company announced defendant Ferro's 

acquisition of 5,220,000 shares of newly issued Tribune stock for $8.50 per share.  

With this investment, defendant Ferro became Tribune's largest stockholder.  

Further, as part of the transaction, defendant Hartenstein stepped down as 

Chairman of the Board and defendant Ferro took over that position. 

Defendant Ferro Remakes Management and the Board 

28. Defendant Ferro wasted no time in stacking management and the 

Board with his loyalists.  Less than a month after defendant Ferro made his 
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investment, Tribune's CEO John H. Griffin unexpectedly resigned with a year left 

on his contract.  Defendant Dearborn, who has worked for defendant Ferro for 

twenty years, first at Click Commerce and then later as CEO of Merge Healthcare, 

replaced Mr. Griffin. 

29. On March 28, 2016, Tribune replaced its CFO and auditor.  In 

particular, the Company hired Terry Jimenez as its new CFO and replaced 

PricewaterhouseCoopers LLP with Ernst & Young LLP.  Mr. Jimenez was a 

former consultant to Wrapports, LLC, a privately owned publishing company that 

defendant Ferro launched.   

30. A month later, on April 1, 2016, the Board appointed three new 

directors, defendants Crenshaw, Reck, and Tang.  All three directors have strong 

and long-lasting ties to defendant Ferro.  Further, independent board members 

defendants Taus and McCann chose not to stand for re-election to the Board.  As a 

result, the current Board consists of defendant Ferro and his four loyalists, 

defendants Dearborn, Crenshaw, Reck, and Tang, and three outside directors who 

are outnumbered.   

DEFENDANT FERRO REFUSES TO ENGAGE  
WITH GANNETT IN GOOD FAITH 

31. Soon into defendant Ferro's tenure, on April 12, 2016, Gannett sent a 

letter to the Board offering to acquire Tribune for $12.25 per share in cash.   
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32. On April 18, 2016, Gannett sent another letter reiterating its desire to 

enter into a transaction with Tribune.   

33. The Board responded on April 22, 2016, stating that it was in the 

process of engaging financial and legal advisors, but was "in the midst of 

significant transformation."  The Board pointed specifically to defendant Ferro's 

personnel changes at the Board and executive level. 

34. Defendant Dearborn talked with Gannett's CEO later on April 22, 

2016, when he stated that the Board would be unable to respond to Gannett's offer 

until after Tribune's May 4, 2016 earnings press release.   

35. Without an actual response to its offer from the Board, Gannett made 

its offer public on April 25, 2016.  The press release highlighted that the $12.25 

offer represented a 63% premium to Tribune's stock price on April 22 and a 5.6 

times multiple to Wall Street's consensus of Tribune's estimated 2016 earnings 

before interest, taxes, depreciation, and amortization ("EBITDA").   

36. On May 2, 2016, Gannet filed preliminary proxy materials 

announcing its plans to seek "withhold" votes at Tribune's annual stockholder 

meeting to be held on June 2, 2016.  Gannett stated that it was soliciting the 

withhold votes in order to send a referendum to the Board that it should 

substantively engage with Gannett on its offer.   
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37. On May 4, 2016, the Board announced that "it is not prepared to 

engage with Gannett" about its offer to acquire the Company, claiming that the 

$12.25 per share offer undervalued the Company and pointing to the trading 

multiples of Tribune's peers in particular.  The comparable "print media" 

companies, according to the Board, traded at a multiple of 6.5 times 2016 

estimated EBITDA.   

38. Gannett responded that very day, arguing that the multiples relied 

upon by Tribune were based on non-comparable companies.  Gannett also called 

for Tribune to publicly reveal the analysis the Board used to justify defendant 

Ferro's purchased of the Company's stock at just $8.50 per share two months 

earlier.   

39. The back and forth between Gannett and the Board continued.  The 

Board released a "fact sheet" taking issue with Gannett's response.  It stated that 

"[w]ith new leadership in place, the company is fundamentally different and the 

plan is projected to produce results – recently announced full-year 2016 Adjusted 

EBITDA guidance of $166-$172MM."  The Board also noted that despite 

Gannett's "withhold" campaign, the members of the Board up for election would 

earn the "plurality of votes necessary to be elected."   

40. Defendant Ferro also made his argument in the press.  In doing so, 

defendant Ferro demonstrated that he was never willing to listen to offers for the 
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Company and that he viewed himself as having more than one "constituency," all 

in violation of his fiduciary duties to Tribune and its stockholders.  In particular, 

the Chicago Tribune quoted Ferro as saying "There's no price [that he would 

accept for the Company]" and that "We're not for sale.  We'll always listen to 

everybody but we're not for sale."   

41. Defendant Ferro doubled-down on his improper view in the Los 

Angeles Times, stating:  

"I have three constituents I have to look out for in any transaction," 
he said. "Of course shareholders are very important in good 
governance, but we also have to look at the communities we serve 
and our employees. Journalism is a different business. It's not all 
about the money.... I have to make sure that we serve all our 
communities...and it is our job to make sure those communities 
understand that we take our responsibility seriously." 

42. Notably, Tribune owns both the Los Angeles Times and the Chicago 

Tribune.  

43. On May 4, 2016, Oaktree Capital filed an Amendment on Schedule 

13D with the U.S. Securities and Exchange Commission, indicating that it did not 

support defendant Ferro's view of three "constituencies" and that the Tribune was 

not for sale at any price.  Oaktree Capital stated its belief that "it would be in the 

best interests of [Tribune] and its stockholders for [Tribune] to pursue discussions 

with Gannett to see if an acceptable agreement can be reached for Gannett to 

acquire [the Company].  In addition, [Oaktree Capital] believe[s] that [Tribune] 
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should, in the event one or more other parties express an interest in acquiring [the 

Company], be open to discussions with such parties regarding such an acquisition."   

44. As the Company's largest outside stockholder, at over 14%, Oaktree 

Capital's statement should have carried significant weight.  However, on May 9, 

2016, the Board adopted a "limited duration shareholder rights plan," or in other 

words, a poison pill.  In justifying the pill, defendant Ferro stated that "Tribune's 

assets and brands, including the Los Angeles Times and Chicago Tribune, are 

worth far more than Gannett's proposal, which is a non-starter."   

45. On May 12, 2016, defendants Ferro and Dearborn met with executives 

of Gannett.  According to Gannett, defendant Ferro said he would only support a 

Gannett and Tribune combination if he would have a "significant role" in the post-

closing company and was the company's "largest shareholder."  Defendant Ferro, 

according to Gannett, demanded "a piece of the action" in exchange for engaging 

in the sale process of Tribune.  Defendant Ferro did not deny he made these 

comments, instead claiming that they were "taken out of context."   

46. On May 16, 2016, Gannett increased its offer to $15 per share.  The 

$15 per share offer represents a 99% premium to Tribune's closing price before the 

announcement of Gannett's initial offer.  In addition, Gannett indicated it might be 

willing to increase its price even higher once Tribune began to truly engage in 

negotiations.   
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47. The Board once again claimed that the $15 per share offer was 

inadequate and again refused to negotiation with Gannett.  Defendant Ferro, 

however, had a plan to implement before the Board publicly rejected Gannett's 

offer.   

48. With stockholders already demanding that the Board engage with 

Gannett at $12.25 per share, defendant Ferro knew that the pressure would be even 

greater with a $15 per share offer.  To relieve this pressure, defendant Ferro looked 

for a way to silence the most vocal outside proponent of negotiations, and the 

Company's largest outside stockholder, Oaktree Capital.  Defendant Ferro searched 

for a white knight that was willing to purchase Oaktree Capital's interests while 

also supporting his vision of Tribune being a different kind of business with 

multiple "constituencies."  He found one in defendant Soon-Shiong.  Defendant 

Soon-Shiong was willing to purchase Oaktree Capital's stock from it for $15 per 

share, the same price Gannett was offering to all stockholders.   

49. Defendant Ferro thought he found his answer and approached Oaktree 

Capital about a sale to "an unidentified [third] party."  The Board previously had 

publicly claimed that Oaktree Capital was only demanding that the Company enter 

into negotiations with Gannett because it needed liquidity.  If that claim was right, 

Oaktree Capital would jump at the chance to sell its stock quickly for $15 per 

share.  Unfortunately for defendant Ferro, the Board was wrong.  Oaktree Capital 
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rejected defendant Ferro's offer, explaining that it believed the Board could receive 

more than $15 per share if it would just negotiate with Gannett.  

50. Defendant Ferro's machinations should have ended at that point.  

However, he felt that he still needed a strong large stockholder to support his 

efforts.  So defendant Ferro arranged to have defendant Soon-Shiong buy 4.7 

million shares of Company stock directly from Tribune for $15 per share, the same 

price that the Board told Gannett was inadequate.  As part of the transaction, 

defendant Soon-Shiong will join the Board, adding yet another member loyal to 

defendant Ferro to an already packed Board.  Following the transaction, defendant 

Soon-Shiong will become the Company's second largest stockholder, owning 

nearly 13% of Tribune's outstanding shares.   

51. In addition, on May 17, 2016, rumors began that defendant Ferro was 

working on a bid to have Tribune acquire Gannett.   

52. On May 23, 2016, the Board announced that it rejected Gannett's offer 

and instead had entered into the stock sale arrangement with defendant Soon-

Shiong.  In the interviews that followed, defendant Soon-Shiong demonstrated that 

he planned to support all of defendant Ferro's efforts.  Defendant Soon-Shiong said 

he considers newspapers a "public trust," stating that "I recognize the press is a 

very valuable tool for the community, where it really adds to democracy." 
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53. Defendant Soon-Shiong's comments echo an interview defendant 

Ferro had with the Chicago Tribune just a few months earlier.  In the interview, 

defendant Ferro called journalism the fourth branch of the government and part of 

his civic duty.  Defendant Ferro went on to describe journalism as his "project" for 

doing "something great in life":   

…It's not just about making money. It's about showing up and 
doing good things. I sit on a ton of boards. I'm the chair of Chicago 
Community Trust right now. That's how the whole Sun-Times thing 
came about — the civic need and desire. Instead of playing golf and 
doing stuff, this is my project — journalism. 

We all want to do something great in life. Just because you made 
money — is that what your kids are going to remember you for? 
Journalism is important to save right now; it's being taken over just 
like the weird politicians. Bloggers — that's not journalism. You don't 
use blind quotes most of the time. People believe Buzzfeed — it's 
garbage. That's the type of stuff I'm worried about. 

The fourth branch of government is journalism, and it's the one 
thing I hope I can do in the next 25 years. 

54. Notably, by becoming over a 10% stockholder, defendant Soon-

Shiong is now subject to section 16 of the Exchange Act.  Any sale by the 

Company at over the $15 per share purchase price will cause defendant Soon-

Shiong to violate federal securities laws.   

55. The Company's outside stockholders were outraged at the news that 

the Board had thrown yet another roadblock in front of Gannett instead of 

negotiating in good faith and had massively diluted Tribune's existing stockholders 
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through its entrenchment mechanism.  Towle, which owns nearly 4% of the 

Company, held no punches in its letter to the Board, stating:  

Your decision to dilute our ownership position by issuing 4.7 million 
shares to Nant Capital, LLC was most distasteful. Furthermore, 
stacking the Board and ownership in favor of one particular view is 
not good governance. In fact, your brazen efforts of late have 
disrupted our belief in fair play. We now believe your primary interest 
is self-interest. You have fully demonstrated a lack of concern for the 
majority of unaffiliated shareholders whom we believe want a fair and 
reasonable transaction with Gannett. 

56. Gannett has stated that it will evaluate whether to continue with its 

proposed transaction after seeing the results of its "withhold" campaign and after 

considering the Board's recent actions.   

DERIVATIVE ALLEGATIONS 

57. Plaintiff brings this action derivatively in the right and for the benefit 

of Tribune to redress injuries suffered, and to be suffered, by Tribune as a direct 

result of breaches of fiduciary duty, as well as the aiding and abetting thereof, by 

the defendants.  Tribune is named as a nominal defendant solely in a derivative 

capacity.   

58. Plaintiff will adequately and fairly represent the interests of Tribune in 

enforcing and prosecuting its rights. 

59. Plaintiff was at stockholder of Tribune at the time of the wrongdoing 

complained of, has continuously been a stockholder since that time, and is 

currently a Tribune stockholder.   
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60. The current Board of Tribune consists of the following ten 

individuals: defendants Ferro, Hartenstein, Dearborn, Dibble, Taus, McCann, 

Franklin, Reck, Crenshaw, and Tang.  Defendant Soon-Shiong will become a 

director on June 2, 2016. 

Demand Is Excused Because the Board's Conduct Is Not a Valid Exercise of 
Business Judgment and Faces Substantial Likelihood of Liability 

61. The Board's decision was not done in the exercise of good faith and 

for a proper purpose and therefore is not protected by the business judgment rule.  

Defendant Ferro and the Board sold 13% of the Company to defendant Soon-

Shiong for one reason, to consolidate their control over Tribune in the face of 

mounting pressure from the Company's stockholders, including Oaktree Capital.  

Tribune was not looking for additional investments at the time defendant Soon-

Shiong bought his stock.  In fact, defendant Ferro originally tried to have Oaktree 

Capital sell its stock directly to defendant Soon-Shiong.  If such a transaction 

occurred, the Company would not have received any money from defendant Soon-

Shiong's purchase.   

62. Instead, the Board sold 13% of the Company to defendant Soon-

Shiong to entrench itself, and, in particular, strengthen support for defendant 

Ferro's position.  Defendant Ferro made it clear that he is not willing to sell 

Tribune without becoming a substantial controlling figure in the acquirer.  Gannett 

publicized defendant Ferro's comments, informed stockholders that defendant 
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Ferro and the Board were not acting in the stockholders' best interests, highlighted 

the lack of independence of the Board (and management), and initiated a withhold 

campaign.  Defendant Ferro feared that Gannett would be successful.  The  

packed Board, consisting of a majority of members who are loyal to defendant 

Ferro and will not cross him without of fear of losing their current and future 

valuable positions and a sense of owingness for past remuneration, fell in behind 

defendant Ferro.   

63. The Board's action in selling 13% of the Company was also 

disproportionate to the threat that the Company faced.  The Board had already 

adopted the poison pill.  Defendant Ferro's actions, especially his attempt to get 

Oaktree Capital to sell its stock, demonstrate that the sale to defendant Soon-

Shiong was made only to try to silence vocal stockholder opposition to his plan, 

not for a legitimate business purpose.   

64. Because the Board members entered into the transaction to entrench 

themselves and benefit defendant Ferro, their action was in breach of its duty of 

loyalty.  Defendants will have the burden of proving the entire fairness of the 

transaction.  The defendants will be unable to meet this burden.  Defendant Soon-

Shiong bought the Company's stock at $15 per share, a price that the Board knows 

does not reflect the true value of Tribune.  Indeed, the Board rejected an offer from 

Gannett at $15 per share to acquire the Company.  Further, in rejecting Gannett's 



- 22 - 

initial offer of $12.25 per share, the Board placed a heavy reliance on the 2016 

estimated EBITDA multiple of the Company's peers.  The Board itself pointed out 

to stockholders that the multiple was 6.4 times.  Using the same multiple the Board 

touted, the true value of the Company's stock would be $21.34 per share.  

Accordingly, the Board sold 4.7 million shares of Tribune stock for over $6 per 

share less than the defendants knew it was worth, even though the Company was 

not looking to raise capital at that time and there was no immediate desperate need 

for capital.   

Demand Is Excused Because a Majority of the Board Lacks Independence 

65. Defendant Ferro views the Tribune as his chance, his "project," to 

leave a legacy and "save" journalism.  He has publicly stated that he wants to work 

in the journalism business for the next twenty-five years.  Defendant Ferro has 

admitted that he does not view Tribune as a normal company and that he has three 

"constituencies."  However noble defendant Ferro's sentiments might be, they are 

inconsistent with Delaware law.  Defendant Ferro's fiduciary duties require him to 

act in the best interests of the Company and its stockholders.  He has not done so.  

Instead, he has put his own desire to leave a legacy ahead of the Company's best 

interests by demanding controlling positions at any post-acquisition company and 

refusing to negotiate in good faith with Gannett.  On top of these actions, 

defendant Ferro sought out defendant Soon-Shiong and had the Company sell him 
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newly issued stock at an unfair price that significantly diluted stockholders.  For 

these actions, defendant Ferro faces a substantial likelihood of liability.  The Board 

will not vote to initiate litigation against defendant Ferro because he dominates and 

controls the Board.   

66. Both defendants Dearborn and Crenshaw owe their continued 

livelihood in their current positions to defendant Ferro.  They will not risk their 

principle occupations and the substantial remuneration those positions bring by 

voting to initiate a lawsuit against defendant Ferro.  Accordingly, demand is futile 

on defendants Dearborn and Crenshaw. 

67. Defendant Reck has known defendant Ferro for decades, starting 

when defendant Reck was an auditor for defendant Ferro's first successful 

company, Click Commerce.  Defendant Reck than served on the Board of 

defendant Ferro's next company, Merge Healthcare.  When IBM bought Merge 

Healthcare, defendant Reck received over $4 million as a result of his tenure on the 

Board.  Defendant Reck owes this windfall to defendant Ferro.  Defendant Ferro 

looked to defendant Reck again when he wanted to put loyalists on the Board of 

the Company.  Due to defendant Reck's sense of duty to defendant Ferro for the 

millions of dollars defendant Ferro has earned for defendant Reck, defendant Reck 

will not vote to initiate an action against defendant Ferro.  
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68. Defendant Tang will not vote to initiate litigation against defendant 

Ferro because of defendant Ferro's close relationship with Daley.  Tang is CEO of 

DaleyTang.  Daley is the Chairman of DaleyTang.  Daley has consistently looked 

to defendant Ferro for support.  In 1999 or 2000, defendant Ferro became the 

youngest member of Chicago's influential Economic Club of Chicago.  Defendant 

Ferro became a member after Daley, while still mayor of Chicago, called 

defendant Ferro into his office and convinced defendant Ferro of the need for him 

to live in Chicago and get involved in the city.  Defendant Ferro gave Daley tens of 

thousands of dollars in campaign contributions.  Voting to initiate a lawsuit against 

defendant Ferro will jeopardize defendant Tang's relationship with Daley, his 

Chairman. 

69. The Board has demonstrated its acquiescence to defendant Ferro's 

domination.  Defendant Ferro began remaking the Company almost immediately 

after joining the Board, replacing Tribune's top executives and increasing the 

Board size to accommodate his longtime allies.  In addition, defendants Taus and 

McCann, without any ties to defendant Ferro "chose" not to stand for re-election to 

the Board.  Further, defendant Hartenstein stepped down from the Chairman 

position to make room for defendant Ferro.  The Board allowed defendant Ferro to 

search out and find a buyer for Oaktree Capital's stock and, when Oaktree Capital 
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refused to sell, allowed the Company to sell newly issued and dilutive stock 

directly to defendant Soon-Shiong.   

70. Defendant Ferro has a history of rewarding those loyal to him, such as 

defendants Reck and Dearborn, with future lucrative positions.  The Board 

members will not put into jeopardy these future roles by voting to initiate litigation 

against defendant Ferro.   

FIRST CAUSE OF ACTION 

(Claim for Breach of Fiduciary Duties Against the Individual Defendants) 

71. Plaintiff incorporates by reference and realleges each and every 

allegation contained above, as though fully set forth herein. 

72. The Individual Defendants owed and owe Tribune fiduciary 

obligations.  By reason of their fiduciary relationships, the Individual Defendants 

owed and owe Tribune the highest obligation of good faith, fair dealing, loyalty, 

and due care. 

73. The Individual Defendants and each of them, violated and breached 

their fiduciary duties of candor, good faith, and loyalty.  More specifically, the 

Individual Defendants violated their duties of loyalty and care by refusing to 

negotiate with Gannett in good faith, deferring to defendant Ferro's interests at the 

expense of the Company, and going forward with the stock sale to defendant Soon-

Shiong.   
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74. As a direct and proximate result of the Individual Defendants' 

breaches of their fiduciary obligations, Tribune has sustained significant damages, 

as alleged herein.  As a result of the misconduct alleged herein, these defendants 

are liable to the Company. 

75. Absent injunctive relief, the Individual Defendants will continue to 

refuse to take immediate action to push forward with the stock sale to defendants 

Soon-Shiong and Nant Capital and do everything they can to thwart Gannett  

from going through with its offer for the Company and its "withhold" campaign. 

76. Plaintiff, on behalf of Tribune, has no adequate remedy at law. 

SECOND CAUSE OF ACTION 

(Claim for Aiding and Abetting Breaches of Fiduciary Duty  
Against Defendants Soon-Shiong and Nant Capital) 

77. Plaintiff incorporates by reference and realleges each and every 

allegation contained above, as though fully set forth herein. 

78. Defendants Soon-Shiong and Nant Capital knowingly assisted the 

other defendants' breaches of fiduciary duties in connection with the sale of stock.  

Without such aid, defendants' breaches regarding the sale would not have occurred. 

79. As a result, Tribune has been and is being irreparably harmed. 

80. Plaintiff, on behalf of Tribune, has no adequate remedy at law. 
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PRAYER FOR RELIEF 

WHEREFORE, Plaintiff, on behalf of Tribune, demands judgment as 

follows: 

A. Extraordinary equitable and/or injunctive relief as permitted by law, 

equity, and state statutory provisions sued hereunder, including that the Court 

preliminarily, and upon final judgment, permanently enter a mandatory injunction 

requiring Tribune to:  

1. Halt the stock sale to defendants Soon-Shiong and Nant 

Capital; 

2. Rescind, the extent already implemented, the stock sale to 

defendants Soon-Shiong and Nant Capital; and 

3. Implement a special committee of new independent directors to 

consider Gannett and any other offer for the Company; 

B. Against the Individual Defendants and in favor of the Company for 

the amount of damages sustained by the Company as a result of the Individual 

Defendants' breaches of fiduciary duties; 

C. Directing Tribune to take all necessary actions to reform and improve 

its corporate governance and internal procedures to comply with applicable laws 

and to protect Tribune and its stockholders from a repeat of the damaging events 
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described herein, including, but not limited to, reforming the Company's corporate 

governance to prevent outsized control and influence by defendant Ferro;  

D. Awarding to Tribune restitution from defendants, and each of them, 

and ordering disgorgement of all profits, benefits, and other compensation obtained 

by the defendants;  

E. Awarding to Plaintiff the costs and disbursements of the action, 

including reasonable attorneys' fees, accountants' and experts' fees, costs, and 

expenses; and 

F. Granting such other and further relief as the Court deems just and 

proper. 

Dated: June 1, 2016 COOCH AND TAYLOR, P.A.

/s/ Blake A. Bennett
Blake A. Bennett (#5133) 
The Brandywine Building 
1000 West Street, 10th Floor 
Wilmington, DE 19801 
(302) 984-3889 

Attorneys for Plaintiff
Of Counsel:

ROBBINS ARROYO LLP 
Brian J. Robbins  
Stephen J. Oddo 
600 B Street, Suite 1900 
San Diego, CA 92101 
(619) 525-3990 
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