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Problem:   
Need for  Prov is iona l  D i rec tor  in  Shareho lder  D ispute  S i tua t ions

In  many cases , dead locked and d isput ing  equa l  shareho lders  turn  to  the  
cour ts  fo r  d ispute  reso lu t ion  and ass is tance.  In  th ree  d i f fe rent  cases  
(2001-2003) , we have been appo in ted  and approved by  the  cour t  and 
shareho lders  to  ser ve  as  a  Prov is iona l  D i rec tor  pursuant  to  Ca l i fo rn ia   
Corpora t ions  Code (CCC)  Sect ion  2000.  In  fac t , i t  has  been our   
exper ience to  da te  tha t  th is  process  is  “bet ter” than a  3rd-par ty   
rece iversh ip  or  the  s ta lemate  tha t  has  resu l ted  f rom the  shareho lder   
d ispute  /  d i f fe rences  in  op in ion .

Cl ients’  S i tuat ions
In  each o f  our  appo in tments  we were  in ter v iewed by  the  shareho lders  and 
then approved by  the  Cour t .  Though the  in i t ia l  suggest ion  o f  our  appo in t-
ment  came f rom the  cour t , in  our  op in ion  i t  was impor tant  to  invo lve  the  
shareho lders  and have them conf i rm our  invo lvement .  By  des ign  and s ta t-
u te , a  prov is iona l  d i rec tor  on ly  vo tes  when the  shareho lders  dead lock .

Our  exper iences  have resu l ted  in  some obser va t ions  and op in ions :

(1 )   A t  one t ime or  another, each shareho lder  wi l l  be  “upset” wi th  our  
t ie-break ing vo te .

(2 )  Progress  toward  reso lu t ion  and e f fec t ive  in ter im opera t ions  resu l t .
(3 )  A f te r  a  whi le , c rea t ive  so lu t ions  and compromise  occur.

ABA Solut ion
As a  prov is iona l  d i rec tor  i t  has  been our  exper ience tha t  we are  f i rs t  asked 
to  reso lve  job  dut ies , respons ib i l i t ies  and re la ted  fa i r  market  compensa t ion .  
Concurrent ly, we o f ten  address  the  “ issues” each par ty  has  wi th  the  o ther.  
A f te r  i ssue reso lu t ion  and some management  and repor t ing  s t ruc ture  has  
been implemented, opera t ions  ac tua l l y  improve.  More  impor tant , employee 
mora le  and corpora te  a tmosphere  improve as  shareho lders  work  through 
the  Board  toward  reso lu t ion .

Our  execut ive  and va lua t ion  sk i l l s  a re  par t icu lar ly  re levant  to  the   
corpora te  governance process  and in tegra l  to  the  o f ten  pend ing or   
th rea tened CCC Sect ion  2000 appra isa l  p rocess .  In  each ins tance, we  
have  been asked to  expand our  ro le  and ass is t  in  dea l  mak ing se t t lement  
d iscuss ions .  Our  knowledge o f  the  var ious  tax , s t ruc tur ing , GAAP  
account ing  and re la ted  s tandard  and customary  dea l  te rms has  been  
va luab le  to  the  par t ies  and counse l .
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