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RECEIVERS - As the highest courts of original jurisdiction in
Mar yl and, circuit ~courts are enpowered wth full equity
jurisdiction. Crcuit courts, therefore, possess anple authority
to appoint receivers, independent of statute, provided that the
property at issue is in inmmnent danger of being lost, injured, or
di m ni shed i n val ue.




REPORTED

IN THE COURT OF SPECI AL APPEALS

OF MARYLAND

No. 896

Septenber Term 1998

SI AVAK A, HAMZAVI

MARC BOWEN, et ux.

Davi s,
Eyl er,
Sonner,

JJ.

Opi ni on by Sonner, J.




Filed: May 27, 1999



This case arises out of a lawsuit filed by the owners of a
condom nium unit in the Carousel Hotel located in Ocean City,
Maryl and. The dispute has a tortured history that began in June of
1995, when Dr. Siamak Hanzavi, a cardiac surgeon from Scranton
Pennsyl vani a, through his wholly owed |imted partnership, Four
Star Enterprises, bought the Carousel Hotel and many of the
condom nium wunits located wthin the hotel conplex. The
condom ni um owner s manage the condom niumunits through the Counci
of Unit Omers of Carousel Center Condominium Inc. (“the
council”). After purchasing the hotel on Septenber 12, 1996, Dr.
Hanzavi used his voting power from ownership of nultiple
condom nium units located in the Carousel Hotel to dismss the
council’s preexisting board of directors and substitute one
conmpletely controlled by him Al though the naned appellant in this
appeal is Dr. Hanzavi, the disputes have centered around the
activities of not only Dr. Hanzavi, but also the board of
directors, which has indisputably been working on his behalf.
There have been other related suits involving the Carousel Hotel
and t he condom ni um owners that have conplicated and affected the
managenent and financial health of the hotel, but relating themis
not necessary to the resolution of the issues before this Court.

It is also unnecessary to recite here all the history of the
many financial problens that the Carousel Hotel is experiencing
that has led to a |lapsing of insurance coverage and the inmm nent
threat by the town of COcean City to close the Carousel Hotel

Suffice it to say that the accunulating financial problens led to



the filing of a conplaint against the council in the Grcuit Court
for Wrcester County and eventually to this appeal. The
al l egations of the condom nium owners were, in effect, that Dr.
Hanzavi, through his control of the council, was operating the
Carousel Hotel in violation of the Maryl and Condom ni um Act and in
a manner that endangered their investnents, was attenpting to
enforce paynent of illegal assessnents, had adopted a budget that
was not in the interests of the condom nium owners, and was
conspiring to devalue the price of the condom niumunits so that he
could purchase them bel ow nmarket val ue. The condom ni um unit
owners were facing a council totally controlled by Dr. Hanzavi, one
that filed suit against themto collect dues, and at the sanme tine
refused to coll ect dues or assessnents from Dr. Hanzavi.

After several hearings on notions filed in the case, the court
bel ow entered a consent order appointing a trustee to protect the
interests of the 160 individual condom nium owners. For severa
nmonths, the trustee, a local CPA attenpted to manage the financi al
affairs of the condom nium but he was repeatedly frustrated by a
conpl ete lack of cooperation fromDr. Hanzavi and his agents. The
di spute between the unit owners of the condom niuns and Dr. Hanzavi
reached a critical point when Dr. Hanzavi, w thout notifying the
trustee or anyone else, filed for bankruptcy under Chapter 11 of
United States Bankruptcy Code. The bankruptcy court dism ssed the
case and stated that “[t]he purpose of this filing is not to adjust

or reorgani ze the financial relationships between the debtor and
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its creditors. Rather, the purpose of this filing is to collect
condom ni um assessnents as determned by the debtor, wth the
debtor in control.” The court found further that Dr. Hanzavi was
seeking to pronote the interests of the hotel in conflict wth the
interests of the condom niumunit owners, and that the best neans
of bringing order out of the chaos created by Dr. Hanzavi was to
“abstain in favor of” the circuit court. Subsequently, the circuit
court held a hearing and canme to the conclusion that the
instrunmentality of a trustee was not working, and deci ded, instead,
to appoint a receiver who woul d assune conplete authority over the
i ncorporated council of unit owners of the Carousel Hotel, and who
woul d manage its affairs and operations. It is from that order
that this appeal was taken. The issues, as franed by appellant,
ar e:

Did the trial court possess the authority
to create a receivership?

1. Was the court’s appointnment of a receiver
supported by sufficient evidence?

I1l. Did the trial court have the authority to
strike the appearance of appellant’s
counsel ?
For the reasons discussed below, we find in favor of appellee on
all issues.
We first address appellant’s contention that the trial court
| acked the authority to appoint a receiver. Speci fically,

appel l ant argues that Maryland courts do not possess the inherent

power to create receiverships; rather, the establishnent of a
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recei vership nust be made pursuant to a statutory provision, which
expressly authorizes the appointnent of a receiver.

CGenerally, a court of law wthout equity jurisdiction or
statutory authority has no power to appoint a receiver. 65 AM JWR
2D Receivers 8 15 (1972). A court of equity, however, by virtue of
its chancery jurisdiction, possesses anple authority to create
recei verships, independent of statute, provided that the proper
grounds and conditions exist for the appointnment of a receiver.
| d. “I'l]t is text-book law ‘that the appointnment of a receiver
over a corporation is generally equivalent to a suspension of its
corporate functions, and of all authority over its property and
effects, and is also equivalent to an injunction restraining its
agents and officers from internmeddling with its property.’”
Linville v. Hadden & Co., 88 M. 594, 596, 41 A 1097 (1898)
(quoting H gh on Receivers, Sec. 290)). Section 1-501 of the
Maryland Courts and Judicial Proceedings Article establishes
unequi vocally that Maryland circuit courts exercise full equity
jurisdiction. See also Wentzel v. Montgonery General Hospital,
Inc., 293 M. 685, 701, 447 A 2d 1244 (1982). Section 1-501
provi des as foll ows:

The circuit courts are the highest common-I|aw
and equity courts of record exercising
original jurisdiction within the State. Each
has full comon-law and equity powers and
jurisdiction in all civil and crimnal cases
within its county, and all the additional

powers and jurisdiction conferred by the
Constitution and by |aw, except where by |aw
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jurisdiction has been limted or conferred
excl usi vely upon anot her tribunal.

Mb. CobE ANN., Cts. & Jud. Proc. 8§ 1-501 (1998).

As the highest court of original jurisdiction in Wrcester
County, the <circuit <court was enpowered wth full equity
jurisdiction. It is abundantly clear, therefore, that the circuit
court possessed anple authority to appoint a receiver to preserve
and nmanage the property at issue.

Having determ ned that the court had the power to create a
receivership, we next address the issue of whether the record
contains sufficient evidence to support the court’s appoi ntnent of
a receiver

The appointnent of a receiver “is an extraordinary renedy,
whi ch should be granted with great care.” First Union Savings &
Loan, Inc. v. Bottom 232 M. 292, 296, 193 A 2d 49 (1963)
Consequently, “if it does not clearly appear that there is fraud,
spoliation, or inmmnent danger of the |loss of the property unl ess
i mredi at e possession is taken by the court, a receivership should
not be ordered.” Brown v. Brown, 204 M. 197, 211, 103 A 2d 856
(1954). A court should not appoint a receiver on anticipated
gr ounds. 65 AM JUR. 2D, supra, 8 27. Rather, there nust be an
“imm nent danger of the property being lost, injured, dimnished in
val ue, destroyed, squandered, wasted, or renoved from the

jurisdiction.” Id.



Bearing these legal principles in mnd, we turn now to the
facts of the dispute before us. The record reveals that Dr.
Hanzavi owes mllions of dollars in unpaid dues and assessnents,
and that the council’s board of directors, over which he possessed
total control, refused to initiate |ien proceedi ngs against himto
collect the owed funds. As the trial court observed, as |long as
Dr. Hanzavi and his agents remained in control of the Carouse
Hotel, there would never be a lien filed against Dr. Hanzavi for
t he unpaid dues. To nmake nmatters worse, the Carousel Hotel was on
the brink of insolvency and in inmmnent danger of closure by the
Town of COcean City for failing to conply with a consent order to
repair various housing violations. In short, Dr. Hanzavi and his
hand- pi cked board had brought the Carousel Hotel to the point of
financial and operational gridlock. The circuit court was well
within its discretion in appointing a receiver to adm nister the
affairs of the Carousel Hotel.

Dr. Hanzavi next contends that the court exceeded its
authority in striking the appearance of the council’s attorney. In
doi ng so, according to Dr. Hanravi, the court effectively deprived
the council of its right to |l egal representation.

Qur review of the court’s order, however, fails to
substantiate Dr. Hanzavi’'s clains. After striking the appearance
of the council’s attorney, the court ordered that *“. . . no
attorney other than Courtland K  Townsend, Jr., Esquire is

authorized to represent the Council of Unit Omers of Carouse
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Center Condominium Inc. in any |egal proceeding unless first
authorized by this Court or any Appellate Court. . . .” (enphasis
added). Hence, it is apparent that the court did not deprive the
council of legal representation; rather, it sinply held that any
attorney chosen by the council would first have to obtain court
approval . In light of the court’s specific finding that the
council’s fornmer attorney had breached his fiduciary duty to the
council by orchestrating a bankruptcy whose sole purpose was to
derail and frustrate the trustee, we hold that the court’s order
was justified.
JUDGMENT AFFI RVED;

COSTS TO BE PAI D BY APPELLANT.



