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Problem:
Determin ing  the  Equ i ty  In teres t  in  a  “C” Corpora t ion

Two equa l  shareho lders  had been d i rec ted  by  the  cour t  to  va lue  the i r   
equ i ty  in teres t  in  a  regu lar  “C” corpora t ion .  The sub jec t  corpora t ion  was  
a  Genera l  Par tner  in  a  venture  (par tnersh ip )  to  bu i ld  a  ser ies  o f  t rac t  
homes.  Exce l len t  deta i led  records  o f  cos ts  incur red  and pro jec ted  fu ture  
cos ts  were  ava i lab le .  The on ly  rea l  var iab le  was the  ant ic ipa ted  se l l ing  
pr ice  o f  each un i t  and the  “absorpt ion  ra te” ( the  number  o f  un i ts  so ld  each 
month ) .  The oppos ing  appra isa l  exper t  va lued the  pro jec t  i t se l f  ( rea l l y   
an  asset  o f  the  par tnersh ip , no t  the  corpora t ion ) .  No  re ference to  the   
s tandard  o f  va lue  was g iven.

Cl ients’  S i tuat ion
At  the  d i rec t ion  o f  counse l , ABA va lued the  sub jec t  s tock  equ i ty  in teres t  
rea l i z ing  tha t  the  on ly  va lue  the  corpora te  genera l  par tner  der ived was the  
u l t ima te  pro jec t  sa les  res idua l  and d is t r ibut ions  ( includ ing  management  
fees )  to  be  rece ived dur ing  super v is ion  o f  the  pro jec t .  The sub jec t  equ i ty  
in teres t  was 50% of  the  outs tand ing shares  o f  the  corpora t ion  not  the  rea l  
es ta te  pro jec t  i t se l f .  Fur ther, ABA in t roduced the  concept  o f  fa i r  va lue  vs . 
fa i r  market  va lue  and d iscussed i ts  re levance to  the  d issent ing  shareho lder  
d ispute .

ABA Solut ion
At  t r ia l , ABA was compl imented by  the  cour t  fo r  recogn iz ing  the   
d i f fe rence in  s tandard  o f  va lue  and was the  on ly  appra iser  who cor rec t ly  
ident i f ied  the  equ i ty  in teres t  as  the  sub jec t  in teres t  to  be  appra ised.   
The compet ing  va lua t ion  repor ts  were  not  cons idered and a  dec is ion   
favorab le  to  our  cl ien t  resu l ted .
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