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Iwant to introduce you to a truly 
amazing woman, Beverly Knowland 
of  Direct Images Interactive, a San 

Leandro company founded by her hus-
band after he left the Oakland Tribune 
where he was a photojournalist. This 
full-service, multimedia and video pro-
duction company is setting the pace it 
its industry. 

Beverly Knowland was born in 
Austin, Texas, but that was just her first 

home. Her family 
traveled a great deal 
as they followed 
her musician father 
(he played the clas-
sical guitar). The 
first move took the 
family to Barcelona 
where he continued 
his musical educa-
tion, and then the 
family returned to 
Texas. They moved 
again, to New York. 
When she was in 

her early teens, they left the urban life 
and became farmers in Maine. She 
didn’t like this new life. It was a 24/7 
job, she said, and life was very primi-
tive. The next move when she was 15 
took her to California to join her father 
who had again relocated. This is where 
she stayed. 

During high school, she held a num-
ber of  “little, odd jobs,” and upon gradu-
ation, took a job as a legal secretary in 
a small office in San Francisco. She put 
herself  through college by working. 
Even though her work and study sched-
ule left her with little extra time, she 
managed to graduate magna cum laude 
from San Francisco State University 
with a bachelor of  arts degree in indus-
trial arts.

Both she and her husband, Bill (whom 
she met on a blind date), found the 

digital revolution exciting, and lever-
aged their backgrounds to create their 
very successful company. Beverly’s 
background in graphic design and tradi-
tional print work meshed perfectly with 
Bill’s background in film, video and 

photography.  No wonder they found the 
“art” of  multimedia compelling. 

When asked about their client base, 
Beverly noted that “among our clients 
are such companies as Adobe Systems, 
Apple Inc. and Altera Corp. Our work 

is project-based, and we bring people in 
as we need them. This approach gives 
us flexibility and the ability to bring in 
outstanding talent as it is needed for a 
given project.” Despite taking time to 
volunteer at her son’s high school, she 
manages to fit in a schedule that would 
be daunting to many. 

Her business goal is “to increase the 
number of  large contracts we bring into 
the company and broaden the array of  
those contracts.” She is enjoying their 
financial stability, good health and the 
fact that her son is becoming more inde-
pendent, but one personal goal is “to 
increase our social life.”

I couldn’t resist asking her to give 
some advice to others who were build-
ing their businesses, and her advice 
should be heeded by all. “Be a good team 
member, have your goals clearly defined, 
keep your commitments and timelines 
and remember that successful people 
need to be project managers and couple 
their creativity and planning skills with 
a high level of  drive.”

She takes that advice seriously her-
self, and it is not surprising that this 
business which started in their home 
and survived the dot-com bust now 
occupies a well-equipped, large suite of  
offices in San Leandro.

Elizabeth Kearney is president of Kearney & Associates: 
The Experts’ Alliance in San Leandro. Contact her at eik1@
earthlink.net.

Name: Beverly Knowland
Title: Art director
Company: Direct Images Interactive Inc.
Address: 1933 Davis St., Suite 285, San Leandro 94577
Phone: 510-613-8299
E-mail: bev@directimages.com
Web: www.directimages.com
Education: B.A., industrial arts, San Francisco State 
University.
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Proof you can excel and live your dream

Precautions for emerging growth companies on stock options
With the ongoing news regarding the backdat-

ing of  stock options, there are some impor-
tant and valuable reasons why equity infor-

mation and transactions should be handled carefully 
right from the start for an emerging growth company. 

Although requiring meticulous and ongoing atten-
tion, the equity area for emerging growth businesses is 
fairly straightforward and once tackled, systematized 
and maintained over time, is entirely manageable.  

Young companies should stay on top of  equity infor-
mation because problems don’t go away with time 
– they compound. When it comes time for your emerg-
ing company to have that required audit, your equity 
information will need to tie out, share for share and 
down to the penny.  

Here are some key activities to keep in mind:
■ Stock option grants require the board of  directors’ 

approval. The board approves the number of  shares 
granted, vesting period and the grant price, which is 
typically the fair market value of  the underlying stock. 
Once approved and documented, stock options grants 
should be communicated to the individual within a 
reasonable time period to avoid issues.

■ Once approved by the board and given to employ-
ees, stock options terms should not be changed. 
Changing the terms (commonly called modifications) 
can change the type of  stock option granted and can 
also be deemed a modification for valuation purposes, 

thus requiring a remeasurement 
of  the option cost to the company.  

■ Keeping things simple is 
often best. Setting up stock option 
grants with vesting other than 
over a certain time period can 
cause headaches if  not clearly 
thought out. Grants that vest 
based on achievement of  perfor-
mance milestones should have 
clear measurement points and be 
well documented.  

■ Because equity information 
requires substantial disclosures 

in financial statements, primarily in the form of  foot-
notes, companies may want to put in place software 
for tracking stock options which can make much of  
the number crunching needed for footnote disclosure a 
matter of  running the correct report.

■ Companies must now recognize an expense in 
their financial statements related to stock option 
grants. Generally, companies use a stock option valua-
tion model, such as the Black-Scholes model, to deter-
mine the fair value of  the stock option. The fair value 
is then amortized to expense over the vesting period 
of  the option. Stock option valuation models require 
a number of  complex estimates and assumptions, 
including the fair market value of  the underlying 

stock. Determining the fair market value of  an emerg-
ing company’s stock can be an issue because there is 
usually no active market for the stock. It may require 
the involvement of  a third-party valuation expert and 
a significant amount of  work for the company’s resi-
dent finance person. Getting the fair market value of  
the stock right is important, not only for stock option 
valuation purposes, but also to ensure the employees 
do not suffer onerous tax consequences by running 
afoul of  IRS regulation 409A. 

■ Don’t underestimate the record keeping necessary 
to track your various components of  equity. Friends 
and family preferred stock rounds and employee 
stock option grants can easily get out of  control. A 
clear idea of  when records should be generated, what 
records should be maintained and who is responsible 
will make reconciliations between you, your attorneys, 
your auditors and your board a much more-efficient 
and less-costly process.

By following the above steps, you can save loads of  
time and the hassles of  having to hire an expensive 
finance professional to clean up any inadvertent mis-
takes that were created and then carried over year 
after year. As venture capital flows again, now is a 
good time to get on top of  this area.

Kathy Ryan is a founder and COO of RoseRyan, finance and accounting consultants 
in Newark.
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