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With ever complex and competing interests of
investors and business owners, it is becoming
even harder to find a path to sustainably grow a
business in a way that resonates with the agenda
and values of  every stakeholder.

The divergence in path is not always fault
based but the reality is that even with the
best of  intentions, distance can grow between
stakeholders about approach, about conduct,
about incentives and about overall direction. That
can be particularly destructive and damaging
where the shareholders are related or have
pre-existing relationships that add an emotional
dimension to the situation.

The relative ownership interests of  the
shareholders often determines the outcome of
any divergence of  path but that is not the end of
the story. 

Disputes and challenges may arise but
the difficult, and most important requirement,
is to navigate a new path through the issues but 
with minimum disruption to the business. The 
destruction of  shareholder value in the short,
medium or long term is rarely in anyone’s interest
(save potentially where there is a strategic decision 
to pursue a break up and the creation of  a new 
competitive entity). 
 
The ownership base may also impact the
wider strategy. The agenda for a family office
shareholder; a private equity house or incumbent
management team will vary significantly. 

Whether we act for a shareholder or the board
and whether the company is a family run entity
or has a wide investor base, self-analysis and
realism is required, without which it is very easy
to allow the situation to spiral out of  control.
Early but pragmatic intervention is therefore
essential to prevent positions from entrenching to
the detriment of  the business and to shareholder
value. Avoiding an escalated dispute is the first
objective because shareholder discontent can
infiltrate right to the heart of  the business.
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SHAREHOLDER AND  
INVESTOR DISPUTES



Real care is needed to limit the potential damage
to the business — current and future. A blinkered
approach can lead to the creation of  different
challenges, ultimately making it harder to resolve
the wider issues.

Issues

These types of  stakeholder dispute scenarios 
are intertwined with  a matrix of  issues such 
as:
-  Shareholders’ agreements / JV documents 

and arguments that a “quasi partnership” 
exists

- Employee rights
- Whistleblowing
-  Directors’ duties (or duties under a specific 

document)
- Directors’ rights and removal
- Investigations into conduct
-  Corporate governance, shareholder 

activism and conflicts of  interest
-  Duties arising from the financial difficulty 

or insolvency of  one or more of  the entities
-  Reputational concerns and PR / 

reputation management
-  Confidentiality and commercial sensitivities
-  Minority shareholder rights as a matter of  

law
- Regulatory obligations
- Tax implications on any buy out scenario

Outcomes

Despite the complexity of  the corporate 
ecosystem, the potential outcomes of  
shareholder disputes are more limited:
-  Broad agreement is reached and an 

uncomfortable cohabitation persists (or 
this is ordered by the court)

-  One shareholder / set of  shareholders 
buys out the other

-  The business fails and value is lost (or 
the deadlock is so severe that the court 
winds up the company as there is no 
viable alternative path)

-  One shareholder seeks to utilise 
insolvency laws to build a new business 
entity without the constraints or history 
of  the existing vehicle
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SHAREHOLDER DISPUTES:
THE BIG PICTURE



 Status Quo /  
uncomfortable continuity

Is this what the stakeholders 
really want?

Is the damage already done?

Is there a lasting impact 
on morale / culture / 
other stakeholders that will 
ultimately affect success?

Is it a viable long term strategy 
or just burying your head in 
the sand?

Is there a requirement for 
new / amended constitutional  
documents?

Is there potential for new 
investors to dilute the 
shareholder divergence?

Buy Out 

Who buys out who?  
What do the contractual 
documents provide?

At what price?

Are there discounts for 
minority interests?

Are there discounts for conduct 
– good leaver/bad leaver?

Tax considerations?

Can the company itself  buy 
back shares?

Business Failure

What is the fall-out from 
insolvency for stakeholders?

Are there reputational 
concerns due to the failure?

Are there wider impacts 
of  failure on contractual 
arrangements / banking 
facilities?

Are there potential claims 
against directors or 
stakeholders by liquidators?

What is the value lost from  
the failure?

Are liabilities under personal 
guarantees triggered?

New Entity

Is a new vehicle feasible?

Is there a structure that can 
facilitate a new business?

What are the risks / rewards?

Is the new company viable? 
What are the cash and resource 
requirements? Can there be 
continuity with a new entity?

Will other stakeholders challenge 
that route?

Are there issues with confidential 
information?
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POTENTIAL OUTCOMES: 
CONSIDERATIONS



These can be emotional situations, especially
where the business has been grown by a limited
number of  shareholders. Whilst challenging,
there needs to be an element of  detachment in
the decision making — allowing decisions based
on emotion as opposed to value can be disastrous
and can ultimately lead to an escalation of
the issues and a prolonging of  the dispute. It
also accelerates the route to failure and loss of
stakeholder value.

Our multidisciplinary team of  corporate,
employment and litigation specialists is
experienced in helping clients — on whatever 
side of  the dispute — navigate these critical 
challenges. The worst case outcomes are to be 
avoided — they can be toxic and extract valuable 
time and money from all concerned — so careful 
thought about the desired objectives is the first 
consideration before embarking on finding a 
solution. At the heart of  this is value, and our 
market leading tax and trust specialists can help 
you structure any solution in the most appropriate 
way in the UK and overseas.

The team can also assist with Partnership and
investor / JV disputes. These often revolve
around the strict wording of  the operational
documentation. However, they are no less
challenging nor disruptive, and early engagement
is essential.
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POTENTIAL OUTCOMES IN 
SHAREHOLDER DISPUTES



Our approach starts and finishes with people.
People we trust. People who can win your trust.
We work with our clients in the UK and across
the world as business partners and not simply as
suppliers of  legal services. In every relationship,
we lift up the bonnet and are always striving to
understand our clients’ businesses and to make a
difference to their operation. Often we can help
steer the situation away from a formal dispute
through guidance and resolution mechanisms
such as mediation. If  that is not possible, we will 
guide you through the necessary dispute processes 
- that could be through the courts or for example, 
a confidential arbitration (particularly useful for 
sensitive family or family office and international 
actions).
We recognise the importance of  partner 
involvement and accessibility, but equally we 
think that our junior lawyers are amongst the 
most capable in the industry as a result of  the 
excellent legal and commercial training that 
they receive at Wedlake Bell, the responsibility 
that they are encouraged to take and the prior 
business experience they may bring with them.
 

The whole team is focused on working together
to deliver on the requests and objectives of
clients. We do this by listening to our clients
and with straight talk to get the necessary result
in the most effective and efficient way. This
includes the appropriate combination of  people
and technology to deliver a quality service both
quickly and efficiently. The approach of  the team
is recognised by happy clients:

-  “Tenacious... we regard [him] as part of  
our team”

-  “Very clever and an excellent tactical 
litigator”

-  “Brilliant tactician and is a genius at 
finding workable solutions for clients. I 
am always glad he is acting for me and 
not against me in any case! His approach 
to client care is particularly impressive”

-  “Always thinking outside the box to come 
up with very clever and unusual ideas”

-  “Strong technical competency is expertly 
conveyed with a suitable degree of  
pragmatism that is aligned with the 
business needs”  LEGAL 500
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OUR APPROACH



Lifestyle
 
Acting for minority shareholders in
unfair prejudice proceedings brought under
s994 of  the Companies Act 2006 against
the majority shareholders and directors of
the company in circumstances where the
company’s money was being improperly
used by majority shareholders and directors
to fund their extravagant lifestyles. It
was claimed that, had it not been for the
breaches of  duty and unfairly prejudicial
conduct, the value of  the shares would
have increased considerably. A successful
settlement was concluded.

Hospitality 
 
Acting for a tv celebrity in bringing a
minority shareholder unfair prejudice
petition in relation to a business he
co-founded. The challenges included a
long business and personal relationship,
allegations of  misconduct and overlap with
employee rights, and the interpretation of
good leaver / bad leaver provisions in the
constitutional documents. A successful
settlement was concluded.

Auto  
 
Acting for an automobile dealership
defending a shareholder dispute, unfair
prejudice petition and arguments
concerning alleged verbal agreements
in relation to shareholdings. A successful
settlement was concluded.

Media
 
Acting for shareholders in a media 
company with an exciting growth trajectory. 
The historic founders had a breakdown 
in trust and confidence, which ultimately 
hindered the development of  the company. 
A successful settlement and buy-out was 
concluded. 
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EXAMPLES OF SOME RECENT 
SHAREHOLDER DISPUTES

Real Estate 
 
Acting in defending a shareholder in unfair
prejudice proceedings brought under s994
of  the Companies Act 2006 in relation to a
family company. The majority shareholder
is the estate of  one of  the family members 
now deceased, and the claim relates to 
the payment of  a company dividend to a 
shareholder. The relief  sought includes an 
order that the shareholders purchase the
Petitioner’s shares in the Company and
that the shareholders repay the dividend.
Proceedings ongoing.
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