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Shareholders’ agreement: existing company; some
shareholders have also invested debt

Agreement between shareholders for the regulation of

[Company name]
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This agreement is dated: [date]
The Company is: [company name] (“the Company”)
The Company’s registered office is: [company r/0]

The Shareholders are:

[name] of [address]
[name] of [address]
[name] of [address]
[name] of [address]

The background to this agreement is:

1. The shareholders have come together to form the Company with a view = m m
EEEEEEEEEEEEEEEEEEEEEEEER,.

2. The Company is a private limited company, incorporated E s EEEEEEE N
EE[EEEN]

3. Before completion of this agreement:

3.1 the Company has an authorised share capital of INR [000] divided into
[000] ordinary shares of INR [500] each, of which[00O0 | s e e e e mm =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEN;

3.2  the shareholdings in the Company are:

Name of shareholder number of beneficial owner / formation

shares agent

[name] [00] [beneficial owner / formation
agent]

[name] [00] [beneficial owner / formation
agent]

[name] [00] [beneficial owner / formation
agent]

4, It has been agreed that the authorised share capital of the Company will be

increased to INR [000] divided into [000] ordinary shares and each new m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETERm
EEEEEEEEEEEEEEEEEEEEEENE.
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5. [Zain] has agreed to lend money to the company inthetermsof am e m e m m
EEEEEEEEEEEEEEEEEEEEEEEEEN.

6. The parties have agreed thesetermsinordertO e EEEEEEEE EEEEEN

These are the terms of the agreement:

1. Definitions

These definitions apply unlessthecontext E e e E EEEEEEEEE NN N

“Business”

“Confidential Information”

“Directors”

“Fair Price”

"Intellectual Property"

means the business of [sStatc EEEEEEEEE N
EEEEEN]

means all information about the Company and the
other parties to this agreement but does not
include information that it is reasonably necessary
to disclose to a customer or other person in the
usual course of business so far as that
information is disclosed in those circumstances. It
includes among other things: information about
staff, their personal contact information, s m m m |
EEEEEEEEEEEEEEEEN EEEEEEEER,
EEEEN EEEEEEEEEEEN EEEEEEERN
HEEEEEEEEEEEEEEEEEEEEEEEEEHE
HEE Nl EEEEEEEEEEEEENEEEEEEESRm
EEEEEERN

mean the directors of the Company.

means the price of Sale Shares or Transfer
Shares certified by the auditors of the Company
or by accountants instructed for the purpose of
SUChEEEEEEEEEEEEEEEEEEEEER
HEEEEEEEEEEEEEEEEEEEEEEEESHN
m2.

means intellectual property of every sort, whether
or not registered or registrable in any country,
including intellectual property of kinds coming into
existence after today; and including, among
others, patents, s e E EEEEEEEN EEEN
,AEEN EEEN EESEEEENEN EEEN NN
EEEEEEEEER,.
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HPRH

“Sale Notice”

“Sale Price”

“Sale Shares”

“Transfer Date”

“Transfer Event”

“Transfer Shares”

Interpretation

means the personal representatives or other
person in control of the affairs of a shareholder as
HEEEEEEEEEEEEEEEEEEEEEEEESHN
EEEEEEEEEEER.

means a notice given by a shareholder to the
Company, i EEEEEEEEEEEEEEEEER
EEEENR,

means the price specified in a Sale Notice.

means the shares which a shareholder wishes to
transferby giftorsm e EEEEEEEEEEE
EEEEEEEERER.

means the date when a shareholder transfers the
lastoOf EE EEEEEEEEEEEEEEEENN.

means any one of:
the death of a shareholder; or

the registration of an enduring power of
attorney inrespectof E e e e EEEEEE RN
EEEEEEEN EEEN

the certification of a shareholder as a patient.

means shares which are owned by a shareholder

whoseaffairSEEEEEEEEEEEEEEEEEN

In this agreement unless the context otherwise requires:

2.1. areference to a person includes a human individual, a corporate entity
andanyorganisation E S EEEEEEEEEEEEEEEEEEEEENER

2.2. areference to a person or party includes reference to that person’s
successors, legal representatives, permitted assigns and any person to
whom rights and obligations are transferred orpassasE s e e s =
EEEEEEEEEEEN EEEER EEEEEEEEEEEEEEEE-EHN
EEEEEEEEEEEEEER.
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2.3.

2.4.

2.5.

2.6.

2.7.

2.8.

2.9.

2.10.

2.11.

a references to a paragraph or schedule is to a paragraph or schedule
to this agreement unlessthecontext E e EE EEE N EEEEEEEEN
EEEEEEEEEEEEEEEEEEER.

the headings to the paragraphs and schedules (if any) to this
agreementareinserted I I EEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEER,

unless the context requires otherwise, words importing the singular m m
EEEEEEEEEEEEEEEEEEEEEN EEEEEEEEEEENER
EEEEEEEEEEEEEEEEEEEEEEEEEEN EEEEEEER
EEEEEEEN,

any agreement by any partynottodoor s s s s e e e e EEEEEE N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHRE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESN
u;

[except where stated otherwise], EEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETER
EEEEEEEEN,

a reference to the knowledge, information, belief or awareness m m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESN
are Rl R R R R RRERRRRRRRRRRRRRRRENN
EEEEEEEEEEEEEEEEEEEEEE.

The words “without limitation"shall EE e EEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEE‘EEEE ' EEEE‘EEEE"EEN
[

areferencetoanactor s EE EEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEERm
EEENE,

this agreement is made only in the English language. If there is any m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHRE
EEEEEEEEEEEEEEEEEN EEEEEEEEEEEEEEEER
EEEEEEN,

Relationship of parties

3.1.

Nothing in this agreement shall create a partnership oragency s m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
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3.2.

3.3.

Other than matters contained in a loan agreement dated [date], this
agreement contains the entire agreementbetween e e e EEE E E N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
Al EEEEEEEEEEEEEEEN EEEEEEEEEEEEEEEHN
EEEE EEEEEEEEEEEEEEEEEEEEEEEENEENEN EN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEER
EE,

Each shareholder undertakestousehiSeE s e e e EEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEE EEEEEEEEEEEEERN
EEEEEEEEERRNR.

Subscription for shares

Eachshareholderwill s s s e e e EEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEENN,

Name of shareholder number of shares price per share
[Name] [00] INR [00]
[Name] [00] INR [00]

[Name] [00] INR [00]
Completion

Thepartiesagl’eellllIIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEEER:

5.1.

5.2.

to conduct such business of the Company and sign such resolutions
andminuteSEEEEEEEEEEEEEEENSEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEESEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEHN
EEEEEEEEEEEEEREERNR,

each shareholder shall subscribe forsuchnumberof e s E e EE R E B
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIII3IIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEENR,
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5.3.

The Company shall not be obligedtoissueshares s e e e e e E R E N
EEEEEEEEEEEEEEEESEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESN
EE.

Company’s use of money

The Companywillusethe e e e EEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEESSEEEEEEEEEEEEN,

Appointment and removal of Directors

7.1

7.2

OR

7.3.

7.4.

7.5.

7.6.

Each shareholdermaybea s s e e e e e S EEEEEEEEEEEN
EEE EEEEEEEEEEEEEEEEEEER.

To appoint a nominated director, a shareholder shall write to the
CompanysecretaryandifO S E S EEEEEEESEEEEEEEENEEEN
EEEEEEEEEEEEEEEEEN EEEEEEEEEEEEEEEEHN
EEEEEEEEEEEEEEEEEEEEEEN EEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEN.

ThemaximumeEEEEEEEEEEEESEEEEEEN EEEN]
Theboar E e EEEEEEEEEEEEEEEEEEEEEEENENEN:
7.4.1 Managing director

7.4.2 Marketing director

7.4.3  Production director

7.4.4 [...asrequired..]

Anewdirectormaybesm e [EEEE | EEEEEEEEEEEEEER
B EEEE | EEEEEEEEEEEN.

No director shall be appointed unless his appointment is approved by

shareholders entittedtommmE[75 ] % EEEEEEEEEEEEENEN

EEEEEEEEl EEEEEEENEEEEE-EEEEEEEEEEEEERm

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENER
EEEEEEN,.
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10.

7.7.

A director may be removed by a vote to thateffectat mm e e e mm m m
EEEEEEEEEEEEEEEESEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESN
EEEEEEEEEEEEEEEEEEEEEEEEEEEN.

Duties of directors

8.1.

8.2.

After completionof thisEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEER:

[Name], se e EEEEEEEEEEEEN

[Name], seEEEEEEEEEEEEEN

[Name], se e EEEEEEEEEEEEN

The following duties are specifically allocated to the director s m m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENR]
75]% EaEEEEEEEEEN EEEEEEEENEEEENEEN,

[Name], s e e EEEEEEEEEEEEN

[Name], se e EEEEEEEEEEEEN

[Name], seEEEEEEEEEEEEEN

Proxy votes

9.1.

9.2.

9.3.

Any action or decision whichmay betaken e e e e e e e EEEEEEN
EEEEEEE NSl EEEEEEEEEEEEEENEEEEEEEEEER,
EEEEEEEEEEEEEEEEEEEEEEEE.

Ashareholder s s e E EEEEEEEEEEEEEEEEEEEEEEEEN.

No person may act as proxy until his principalhas s s s s e s s e m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
(R ERERERNAZON R R RN RNRRERERENRERERERY
EEEENE.

Company’s obligations

101, TheCompany s s s e S EEEEEEEESEE NN EEEENEEEEENESR

10.1.1 carry on the Business efficiently;
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10.2.

10.3.

10.4.

10.5.

10.1.2 ensure that any decision reasonably likely to affectthe mm m m
(NEEEEEEEEEEEEEEEEEEEENEEN)EEEEEE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRS
EEEEEEEENERN,

10.1.3 maintaininsuranceS EE E E EEE EEEEEEEEEEEEER
EEEEEEEENEEERR,

10.1.4 buy,sellanddealatall e e e EEEEEEEEEEEEENEN
EEEEEEEEEEEEEEEESEEEEEEEEEEEEEEER
EEEEEEEEEEEN;

10.1.5 keep accurate accounts and records of the Company and the
BusineSSEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEENEEEEEE EEEEEEEEEHN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRS
EN

10.1.6 provide each shareholder within[four s e e EEEEEEE E N
EEEEEEEEEEEESEEEEEEEEEEEEEEEEEEE
EEEEEEEEEEEEEEEN;

10.1.7 deliver to each shareholder as promptly as reasonably
practicable s s s e EEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESHS
EEEEEEEEEEEEEEEEENE EEERN

10.1.8 prepare such accounts in respect of each accounting reference
periordasarerequired EEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
llllllll[llll]llllllllllllllllll
EEEEEEEEEEEEEEEEEEEEEERE,.

A shareholder may agree in writing that he shall have no right to
informationrelaingE EEEEEEEEEEN EEEEEEEN EEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESN
EEEEEEEEEEEEEEEEEEEEEEEER.

The shareholders agree to exercise their powers inrelation s s s m m =
EEEEEEEEEEEEEEEESEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEENE,.

Each shareholder undertakes with each of the other parties that whilst
heremanSEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
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11. Actions requiring shareholder consent

11.1. The shareholders, whether as directors or shareholders, will not permit
theCompany s S EEEEEEESEEEESEEESEEEESEEEEEEERER
EEEEEEEEEEEEEEEEEEEEEEEEEENENEEEEEEEER
EEEEEEN|[7/5]% EEEEEEEEEEEEEEEEEEEEEEEEER
EEEEENEN;

11.11

11.1.2

11.1.3

11.1.4

11.1.5

11.1.6

11.1.7

11.1.8

11.1.9

change the name of the Company;
change its memorandum or articles of association;

passanyresolutonforssm s -EEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEERN,

capitalise, repay or distribute money s s e EEEEEEEEE N
EEEEEEEEEEEEEEEEENEEEEEEEEEEEEEN,
EEEEEEEEEEEEEEER,

in any way change the quantity, structure, value, s s e e m m m
EEEEEEEEEEEEEEEEEEENEEEEEEEEEEENE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESHS
EEEEEEEEEEEEEEEERN,

change any contractual arrangementwithany s s s s e s m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESHS
EEEEEEEEEEEEEEERNR,

exceptin emergency, appointanew s s E S EEEEEEEN
EEEEEEEEEEESEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEN;

sell,transfer,lecase, s I EEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEED EEEEEEENEEEEEEESEHR
EEEEEENEN,

buy any new business or company or make a substantial
nvestment E E E EEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
EEEEEEEEEEEEER,
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11.2.

11.1.10 otherwise than inthe normalcourse E e EEEEE N EEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEENEER
EEEEEEEEEERERNR.

Each shareholder undertakestousehiSaE s s s e e EEEEEEEE N
EEEEEEEEEEEEEEEEEEEEE EEEEEEEEEEEEEHR
EEEEEEEEERRNR.

12. New intellectual property

13.

12.1.

12.2.

12.3.

Each shareholder understands that whilst associated with the
Company,hemaydiscoverOr s s s e EEEEEESN EEEEEENEN
EEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEENEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEENERN:

1211 dohisutmosttO E E EEEEEEEEEEEEEEEEEEEEHR
EEEEEEEEEEEEEEEEEEEEEEEENR

12.1.2 telltheCompany s e e e EEEEEEEEEEEEEEEEEER
EEEEEEENEN;

12.1.3 provide to the Company whatever full code, passwords,
specification, s s N , EEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESHS
EEEEEEEN EEEEEEEEEEEEEEEEEEEEEER
I

To make this effective each shareholder now undertakes to do
whatever i SEE E EEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
N

This paragraph does not apply to Intellectual Property created by m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEEEEEEE.

Assets introduced by a shareholder

13.1.

Theassetslistedunderthe e EE EEEEEEEEEEEEEEEENEER
EN | EEEEEEEEEEEEEEEEEEEN,
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13.2. This paragraph appliesto those assetsandalso s s e e EEEEEE N
EEEEEEEESEEEEEEEEEEEEN EESEEEEEEEEEENER
EEEEEEEEEEEEEEEEEEEEEEEEEE.

13.3. Unlessaclearintentionofgift a s e EEEE S EEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEENE.

13.4. If any asset, being intellectual property, is incorporated into an object
WhichiSEEEEEEEEEEEESEEEEEEEEENEEN EEEEEER
EEEEEEEEEEEEEEEESEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEENEEEEEEEEEENEEN EEEEER
EEEEEEEEEE EEEEEEEEEEEER.

13.5. Each shareholder who has permitted his assets of any description m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEHmE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESN
EEEEEN EEEEEEER:

1351 islmitedtoO N E e EEEEEEEEEEEEEEEEEEEEENNER
EEEEEN;

13.5.2 prohibitsreproduction s e e EEEEEEEE S EEEEEEEN
EEEEEENERN,

13.5.3 shallterminateatany s s e e EEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEENER.

14. Confidentiality

14.1. EachoftheshareholderS E s e e E E EEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEER:

14.1.1 remove from Company’s premises or copy or allow anyone
glsetocopyfromeeeEEEEE N EEEEEEEN EEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESHS
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRS
EEEEEEEEEEEEEEEEEEEEEEEEEEDN,

14.1.2 in respect of any part of the Confidential Information of the
Company, fromtodayunti s s s s EEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEENEENENEEEN EEEEE
EEEEEEEEEEEEEEEEEENEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEENEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEN.
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15.

14.2. This paragraph does not apply to disclosure:

14.2.1

14.2.2

14.2.3

made with the consentof the proper s s s e e e e e e EE N
EEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEERNR,

of information or knowledge which e e e e e e e e EEEEE N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EE;

asmaybeIIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEER.

Exit strategy

Option 1

15.1. No party shall assign, mortgage, charge, or otherwise s s m Emm®m
EEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEEEEEEEEEEEEERE /5 EEEEN
EEEEEEEEEEEN.

OR

15.2. The shareholders agree thatitisinthebeSt e EEEEEEEEEE NN
EEEEEEEEEEEEEEEEEEESEEEEEEEEEEEEEENEE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEER.

Option 2

153. ltisaconditonof e EEEEEEEEEEEEEEEEEEEEEENENEER
EEEEEEEEEEEEEEEEEEEEEEEENR

15.3.1

15.3.2

15.3.3

15.3.4

sellthewholeoftheissued E E E EEEEEEEEEEEEENEN
EEEEEEEEEN|[EEEN]|EEEEEEEEEEEN EEEN

offerforsaletO N EEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEN EEEN

procure some other avenue whereby any shareholder may
dispose of hissharesatE e EEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESHS
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESHS
EEEEEEEEEEEEEEEEEEEEEENEEE EEEN

procure some other avenue whereby any shareholder may
dispose of hissharesatE e EEEEEEEEEEEEEEEEN
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EEEEEEEEESESSESESEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEN[]100,000], s EEEEN
EEEEEEEEEEEEEEEEEEEN,

OR Option3

15.4.

15.5.

15.6.

This paragraph may be amendedonly s s e e e e e e EEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESN
EEEEEEEEEEEN,

All the provisions of this agreement whereby a particular percentage m
EEEEEEEEEEEEEEEESEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEESEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEER.

The provisions of this paragraph may be enforced by any one
shareholderprovidedony s s s s (EEEEEEEEEEEEEEEEEN
IIIIIIIIII)IIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEENENEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEN

AND/OR

15.7.

15.8.

15.9.

If by 31st December 2009, no offer satisfactory and acceptable to Zain
has been made for the sale of the wholeof EE EEEE R EEEE R RN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESN
EEEEEEEEEEEEEEEEEEEEEENEENEEN EEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESN
EEEEEEEEEEEEEEENQO0, O 0O EEEEEEEEEEEEEEERN
EEEEEESEEEEEEEEEEEEEEEEEEEEEEEEER.

Upon receipt of any such notice, the Company shall within [28 | m m m =
EEEEEEEEEEEEEEEESEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEENEEEEEEEEEEEEEEEE EEN
EEEEEEEEEEEEEEEEERE.

If the Company shall fail to make the payments s s e e e e s mmmm
EEEEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEETR

15.10. The provisions in this paragraph shall E e s e e e e e EEEEEEEE N
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16.

Transfer of shares and right of pre-emption

16.1. A shareholder may atany timetransferparft s s s e EEEEEEEE NN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEEEEEEER.

OR

16.2. A shareholder may freely dispose of some or all of his shares to his
[SpOUSE N EEEEEEEEEEEEESEESEEEEEEEEEEEENER
B, EEEEEEEEEEEN]|  EESEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEN/ EEEEEEEEEENER
EEEEEEEN/EEEEEEEEEEEEEEEEEENEN,

16.3. If a shareholder wishes to dispose of all or any of his shares, [ mm m =
IIIIIIIIIIIIIIII]IIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEN EEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EE

16.4. Thesellingshareholder(mmmE “EEEE ) EEEEEEEEEEEEN
EEEEEEEEEEEEEEEEENENR;

16.5. The Sale Notice must specify:

165]1] EEEEEEEEEEEEEEEEEEEEEEEEENEEN(EEN
R RRERERERRERERERERERNERERERERD
EEEEEEEER)

1652 EEEEEEEEEEEEEEEEEEEN EEEEEEENEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEN (EEEEEESEEEESEEEEEEEEEEEEEE, N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEER)

1653 EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEE[3]/EEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEN,;

1654 EEEEEEEEEEEEEEEEEEEEEEEEENENEEEER
(NEEEEEEEEEEEEEEEEEEE)EEEEEEEE (NN
EE ) EEEEESEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEN

1655 R EEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEERR
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16.6.

16.7.

16.8.

16.9.

16.10.

16.11.

16.12.

16.13.

16.14.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEN|2] |EEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEN EEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEN.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEN[2]|EEEN EEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEN.

EEEEEEEEEEEEEEEEEEEEEEEN EEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
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17.

16.15.

16.16.

EEEEEEEEEEEEEEEEEEEENEEEEEENEEEEEEEEEEEHNm
IIIIIIIIIIIIIIIIIIIIIIIII(IIII)IIIII
EEEEEEEEENEER.

Procedure after Transfer

17.1.

171 ] EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEN EEEEN

1712 s e EEEEEEEEEEEESEESEEEEEEEEEEN EEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEN EEEEN

171.3 EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
‘EEENE

1714 e EEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEER
EEEEEEEEEEEEEEEEEEEEEEEN EEER

171,55 EE A EEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEERR
EEEEEEEEEEEEEEEEEEEEEEEN EEEEN

17160 EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
 AEEEEEEEEEEEEEEN EEEN
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18.

17.2.

1717 s e e EEEEEEEEEEEEEEEEEEEEENEEN EEN
B, EEEEEEEEEEEEEEEEEEEE EEEEN

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEENEEEEEENEEEEEEEEEEEHNm
EEEEEEEEEEEEEEEEEEEENEEEEEENEEEEEEEEEEEHNm
IIIIIIIII(IIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEENEEEEEENEEEEEEEEEEEHNm
IIIIIIIIIIIIIIIIII).

Transfer of shares on death or incapacity

18.1.

18.2.

18.3.

18.4.

1841 mEEEEEEEEEEEEEEEEEEEEEEENEEENEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEN (EEEEESESEEEEEEEEEEEEEEEEEEEEER
EEEEN)EEEESSEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEN(|[]l/ | sEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEER NN
mm

1842 EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEN EEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
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19.

18.5.

18.6.

18.7.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEE?EEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEN EEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN[2]l]mm
BN EEEEEEEEEESEEEEEEEEEEEEEEEEEEEEEERN
EEE.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEESEEEEEEEEEEEEN EEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN[O0]
% EEEEEEEEEEEEENEEN,

Transfer of shares on bankruptcy

19.1.

191 ] [N EEEEEEEEEEESEEEEEEEEEEEEEENEEEEN
EEEEEEEEEEEEEEEEEEEEEEENEN]

1912 EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEENERN,

1913 EEEEEEEEEEEEEEEEEEEN EEEEEEENEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEN EEESNESEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEER;

1914 e EEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEN EEEEEEN
EEEEEEEEEEEEN EEEEEEEEEEEEEEEN N
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20.

Restrictions on shareholder after transfer

Each shareholder agrees:

20.1.

20.2.

20.3.

20.4.

20.5.

20.6.

IIIIIIIIIIIIIIIIIIII[IIII]IIIIIIIIII
EEEEEEEEEEEEEEENEEEENEEN  EEEEN EEEEN EEERN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEEEEEENEEEEEENEEEEEEEEEEEHNm
EEEEEEEEEEEEEEEEEEEEEEEEEEEER.

EEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEEEEERm
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII[III
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII],II
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN,

IIIIIIIIIIIIIIIIIIII[IIII]IIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEE EEEEN EEEEN EEEHR
EEEEEEEEEEEEEEEEEEEENEEEEEENEEEEEEEEEEEHNm
EEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEEEEERm
AN EEEEEEEEENEEEEEEEEEEEN,
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21.

20.7.

Shareholder’s continuing obligations

21.1.

21.2.

21.3.

21,3 ] EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEER

21,32 EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER

22. Life insurance provision

In this paragraph:

“Beneficiaries” EEEEEEEEEEEEEEEEEEEEEEEEEER

The “Life Assured” means each of:

([FEEEEEEEEEEEEEE NN | EEEEEEEE(N
EEEEEEEEEEN | EEEE(EEEN]

(FEEEEEEEEEEEEEEEN | EEEEEEEN(N
EEEEEEEEEEN | EEEE(EEEN]

(EEEEEEEEEEEEEEEN | EEEEEEEN(N
EEEEEEEEEEN | EEEE[EEEN]
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23.

The “Trigger Event” EEEEEEEEEEEEEEEEEEEEEEEEEEER

The “Sum” EEEEEEEEEEEEEEEEEEEEEEEEEER

22.1.

22.2.

22.3.

22.4.

22.5.

22.6.

EEEEEEEEEEEEEEEEEEEENEEEEEENEEEEEEEEEEEHNm
EEEEEEEEEEEE/EEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEENEEEEEENEEEEEEEEEEEHNm
IIIIIIIIIIIIIIIIIIIII(IIII)IIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEESRN
EENE,

(llllllIIIIIIIIIIIIIIIIIIIIII)llllll
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEEEEEENEEEEEENEEEEEEEEEEEHNm
EEEEEEEEEEEEEEEEEEEEEE.

The Sum shall be payable to the Beneficiaries.

Publicity
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24.

25.

20.

27.

Conflict with the articles

24.1.

24.2.

Breach of this agreement

25.1.

25.2.

(R ERERERRRRERERERERNRERERERNRERERERY]
(R ERERERRRRRRERERERRNERERERERERRERY QR
EEEE(EEEEEEEEEEEEEEER )R EEE (30| seEEEEn
R ERERERRRRERERERENRERERERERERERERYE])
R RRERERRRRERERERENRERERERERINGERGY RN
EEEEEEEEEEEEEEEEEEEEN EEEEEEEEEEEEEN
(R ERERERRRRERERERERNRERERERNRERERERY]
R ERERERRRRERERERENEREREREEDERERYE R

Dispute Resolution

Severance and invalidity

27.1.

27.2.

22 © NL Document Library Ltd



28.

Miscellaneous matters

28.1.

28.2.

28.3.

28.4.

28.5.

28.6.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
[72 e EEEEEEEEEEEEEN[?/ | EEEEEEEEEEEENEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEN.

Signed by [full name], duly authorised on behalf of the Company

Witness to signature:

name:

Address
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Signed by [full name], a shareholder:

Witness to signature:
name:

Address

Signed by [full name], a shareholder:

Witness to signature:
name:

Address

Signed by [full name], a shareholder:

Witness to signature:
name:

Address
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Schedule 1 Ownership of assets used by the Company

25 © NL Document Library Ltd



Schedule 2 - Letter of instruction to accountants for
valuation

On the letterhead of the company
To: Bloggs accountants

Dear Sirs

Shares valuation - this company

EEEEEEEEEEEENEEEEEEEENEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEENEENEEEEENEEE EEEEEEEEEEEEEEEERm
EEEEEEEEEEEENEEEEEEEENEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEE ) NEEEEEEEEEN
EEEEEEEEN.

To assist you we now enclose:

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEENE EEEN;
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEENER
EEEEN;

details of the current and forward order book;

budget for the next [two] years;

OR
Please make your valuation on the following assumptions:

1. EEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEER.

2. EEEEEEEEEEEEEEEEEENEEEEEEEENEENEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEENEEEEEEEENEENEEEEEEEEEEEER
EEEEEEEENER,

3. EEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEER
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10.

11.

IIIIIIIIIIIIIIIIIIIIIIIIII,[IIIIIIIIIIII
%.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEER
IIIIIIIIIIIIIIIIIIIIIIIIIIIII/IIIIIIII,I
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEERNE.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEHN
IIIIIIIIIIIIIIIIIIIIIIIIIIIII,IIII/IIIII
EEEEEEEEEEEEEEEEEENE.

EEEEEEEEEEEN EEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEN (EEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEER)

Yours faithfully,
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Explanatory notes:

Shareholders’ agreement: existing company; some shareholders have also
invested debt

General notes

1. Just in case you are new to legal agreements: defined terms are given cap
initial letters so that you are aware, as you read and come across caps, that
the meaningofawordorphraseis“ s E S 'EEEEEEEEEEEN EEN
EEEEEEEEEEEEEEEEEEEERNR;

so that you know what technicalorobscure s e e e EEEE EEE N

to give a limited meaning to words or phrases which may otherwise m m
EEEEEEEEEN EEEHR

to enable a necessarily long definition to be given, so that when you
come the word in the document,youare s s e e e EEEEEEE50 R N
EEEEEEEEERN.

2. Neither the front sheet nor the contents lists are part of a document, nor
necessary for it to be effective. If you want to decorate the front of your
documentlllIIIIIIIIIIIIIIIIIIIII,IIIIIIIII
EEm!

3. Although all matters relating to the management, operation and structure of a
company are regulated by statute, this agreement is comparatively
unregulated. It is therefore open to the parties to make whatever
arrangements they wish. The starting point for this agreement should
thereforebea“wishlist' s EEEEEEEEEEEEEEEEEEN EEEEEER
EEEEEEEESEEEEEEEEEEEEEN EEEEEEEN!

There are also some important preliminary decisions relating to who does
what, how the whole deal terminates, and what happens when someone dies
or wants to sell their shares. Each director should alsohave s s e e e mmm =
EEEEE Sl EEEEEEEEEEEEEEEEEEEEEEEEEEEE.

4, We envisage that this document will be most frequently used by a small
number of colleagues working together. Many of the provisions in this
document may seem excessive. But we do advise caution before wholesale
deletions. An agreement of this nature is intended to cover the situation where
friendships break and tiesdissolve. s s e EEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEE‘EEEEEEEN. . ‘EEEN,
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When two people each own 50% of the shares, you have stalemate from the
start. This is structure is sometimes essential, but avoid it if you can. Several
clever ways have been devised to avoid conflict but they are builton s m s m =
EEEEEEEEEEEEEEEEEEEEEEEENEE EEEEEEEEEESRN
EEEEEEEEEEEER:

5.1  What if the buying shareholder has no money?

5.2  What if one of the shareholders is indispensable to the business, so
thatifhegoes, s EEEEEEEEEEEEEEEEER"?

5.3  What if one shareholder is also the main lender to the company and he
EEEEEEEEEEEEEEEEEEENR?

The document contains five preliminary points which are technically called
“recitals”. The main purpose of the recitals in this case is to set out the
structure of the company before the agreement becomes effective. It is all too
easy to make arrangementsforchange s s s e EEEEEEEEEEEEEEN
I!Illl,llllIIllllllllllllllllllllllllll.

Most companies are bought through company formation agents. When the
new owners first take control, they therefore find themselves with two shares
in the names of formations agents and two blank share transfer forms. This
document assumes they will have by now completed the forms so as to
transfer these single shares to the two first named shareholders. If the
company has been formed by the shareholders themselves, or their
accountant or solicitor, then it is likely that no further action will be required in
EEEEEEEEEEEEEEEEEEEEEEEENEEEENEEEE EEEEEEHN
EEEEEN EEEESESEEEEEEEEEEN EEEEEEEE‘EEER'HN
EEEEEEEEENEEEEEEEEENEENEN,

We have kept the structure of the company simple in that there is provision for
only one class of shares. Where there are two or more classes, complications
arise not only in the agreement, but in the articles too. If you would like = = =
EEEEEEEEEEEEEEEEEEEEENENEEE EEEEEEEEEEEER
EEEEEEEEEEEEEERE.

Paragraph specific notes:

Notes following the numbered paragraphs

1.

Definitions

It is our policy to limit the number of definitions to the bare minimum. Those
that we use are always very important. In this agreement however, a number
of the definitions apply to one two specific paragraphs: those dealing with
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sales and transfers of shares. If you delete those paragraphs, then of course,
therelevantitemsinthec s e e EEEEEEEEEEEEN EEEEEEEEEEN
Al EEEEEEEEEEEEEEEEEEENEEENEEEEEEEEEEE-EEERN
EEEEEEENR,

We do provide long definitions occasionally, not because they are important to
the meaning of the document but so that anyone signing the agreement
cannotlaterdeny s s e EEEEEEEEEEEEEEEEEEEEENEEEEESR
EEEEEN.

Interpretation

There are some very important points here that affect many other parts of the
document. Leave these items in place unless there is a good reason to edit or
remove. We suggest that you read them acouple of tmes e e e e e e EE RN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE EEERN
EEEE!

Relationship of parties

This is a simple statement for the avoidance of doubt. Of course other
documents may indeed create the relationships mentioned. For example,
most directors will be employees. It is important however, that this document
does not accidentally create other relationships. On the other hand, whilst it is
important that this document is not confused with any other, there is no
reason why it should not refer to other relevant documents, such as a long
term purchase or sale contract with one shareholder. It may be that to
beComellllllll,llllllllIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEER
EEEEEEN EEEEEEEEEEEEEEEEEEEENEENEEENEEEEE
EEEEEEENEN.

Subscription for shares

The price per share is usually the nominal value. If the shares are INR 100
shares, then the price per share should be INR 100. However, there is nothing
to prevent a subscription at any price. If one party has contributed an existing
business to the deal, it could be that others may have to contribute many m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
EEE EEEEEEEEE NN EEEEEEEEEEEEEEEEEEEER.

Completion

The agreement does not of itself make things happen. So far as change must
be made, it is likely to be through service contracts, minutes of meetings, and
soon. ltisthereforeimportant E e EE EEEEEEEEEEEEEEEEEENEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEER.
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10.

Company’s use of money

Minority shareholders will be best protected if all parties are clear as to what m
EEEEEEEEEEEEEEN/

Appointment and removal of directors

One way to marginalise a minority shareholder is to deprive him of day to day
power of management of the company. Conversely, it is unlikely that the
business will be efficient if one director constantly vetcres s s e e e e e m m
EEEEEEEEEN EESEESEEEEEEEEESEEENEENEENEEEN EEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEER
EEEEEEEEEESEEEEEEEEEEN EESESEEEESEEEEEEEEEE
EEEEEEEEEEEEEERE.

Remember that the actual appointment or removal must take place within the
framework of EEEEEEEEEEE N EEEEEEEN EEEEEEEEEER
EEEEEEEEEEEEEEEEEEEER,.

Duties of directors

The identity of the directors is an obvious requirement. It is good practice to
specify areas of responsibility in some detail. It is certain that shareholders will
not see each other’s roles in the same light. 8.1 Sets out the general division
Ofllll,IIII8.ZIIIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHR
HEE N EEEEEEEEEEEEEEEENEEEE-EEEEEEEEEEEEEENEHR
EEEEEEEEEEEEEEEEEEEER,.

Proxy votes

The question of absence through holidays or sickness is often overlooked. It
is likely that the articles cover the situation at meetings, but will not cover
other situations. You need to be able to appoint someone to vote your shares
fEEEEEEEEEEEEEEEEEEEEEEEN EEEEEEEEEEEEER
EEEEEEEEEEEEEEEEES EEEEEEEENEEEEEEEEEEEERN
EEEEEEEEEEEEEEENEEEEEEENEE EEEEEEEEEEEEESRN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHR
EEEEEEEEEEN,

A proxy votes his principal’'s shares. He stands in the shoes of the principal
onlyforthepurpose E e EEEEE N EEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENE
EEEEEEEEN.

Company’s obligations
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11.

12.

The Company and the shareholders are parties. Although the Company can
act only through its directors, it does have a separate legal identity. It is the
Companythal e e e EEEEEEESEESEESESEESEEEEEENEEENENEER
., A EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESHN
EEEEEEEEEEEEEEEEEEEEEEENEEEE EEEEEEEEEEER
EEEEEEENR,

AdirectormustsignthisE s EEEEEEEEEEEEEEEEEN.

10.1. There is provision here for a shareholder to be denied access to
passwords. At law, a director is responsible for every aspect of the
affairs of the Company and so must have access to all information. The
same does not applyto ashareholder. s s e e e EEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE EEHR
EEEEEEEEEEEEEEEED EEEEEEEEEEEEEEEEENEEHmE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESN
EEEEEEEEEEEEEEEESEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEN.

10.2. This provision is intended to prevent a shareholder from actingm m m m
EEEEEEEEEEEEEEEESEEEEEEEEEEEEEEEEEEER
EEENE,

Actions requiring shareholders’ consent

This paragraph is most important. Without the agreement, shareholders
controlling 51% or more of the shares can do pretty much as they please. The
main purpose of the agreement is to control and re-distribute that power. The
first point to consider is therefore what percentage of votes (one per share,
not one per person), should be sufficient to act against the wishes of a
MINOrty. E M EEEEEEEEEEEENESN EEEEEEEEEnnnnmnn]100
% EEEEEEEEE NSNS EEEEEENEEN EENSEEEEEEEEEE
75%. AR EEEEEEEEEEEEEEEEEEEEEN EEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHR
EEEEEEEEEEEEEEEEEES 0 NN EEEEEEEEEEEEEEER
Erl00%. EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEER
5% ammnm,

New intellectual property

The scope and potential value of intellectual property is very wide. It is also
difficult to track. The provisions in this agreement are therefore thorough. As
long as we do not know today what intellectual property s s s e s e e s nm ®
EEEEEEEESN EEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEl EEEEEEEEENEEEEENEEEEEEEEEEEEEEEESR
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13.

14.

15.

Assets introduced by a shareholder

Over time, shareholders tend to introduce assets for use in the Company. It
might be a picture to hang on the office wall, or an old desk, or some graphic
design or software. Later,argumentSE s s e EEEEEEE N EEEEEEEER
EEEEEEEEEEEEEEEEEEEN EEEEENEEEN EEEEEEEEEER
AN EEEEEEEEEEEEEEEN EEEN EEEEEEEEEEEEEETERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
EEEEEN,

This paragraph grants a formal licencetothe s e e EEEEEEEEEEEE N
EEEEEEEEEEEEEEEENE.

Confidentiality

It is for the parties to decide whether they think this provision is appropriate.
This is where software, customer lists, and designscreep e s e e e e E E E N
EEEEEEEEEN EEEEESEEEEEEEEEEEEEEENEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEENEEEENEEEEEEEN
EEEEEEEEENENEN.

Exit strategy

You do not have to have an exit strategy, but we strongly advise you to do so,
even if set down in general terms as in thisdocument. tiSsEEEEEEE RN N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEE EEEEEEER
EEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEENR EBN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
HENE,

This paragraph requires very careful thought. We have offered you
alternatives, but you may decide to draw your own. The first alternative states
no transfer without consent. The second set of paragraphs provides a binding
obligation to use “reasonable endeavours”. The last alternative allows the “ m
EEE ' EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESHN
EEEEEEEEEl EEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEN EEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

An “outside” lender is certain to want to know when and how he will receive
the return of his money lent and when and how he will receive money for m m
EEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE‘EEEER'EEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.
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16.

The alternative provisions at the end of this paragraph may be draconian.
Once the Company has the lender’'s money, his position may be precarious,
depending as it will on the strength only of this document and his loan
agreement. He needs to have confidence in his position as set out in this
agreement,soastobeabletorelaxandsupport E s EEEEEEEEEE EN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEE EEEEN EEERN
EEEEEEEEEEEEEEEEEEEEEEEEEEEN EEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEE EEEEEEEEEEEEEEEEEEEN EEEEEENEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENE.

Transfer of shares and right of pre-emption

The transfer of shares is another issue requiring careful thought and the
editing of this document to suit your precise requirements. A shareholder may
want “out” because the relationship with colleagues has deteriorated, or he
has difficulties in his private life, or wishes to live elsewhere, s s s e e e m m
EEEEEEEEEEEEEEN EESEESEEEEEEEENEEEEENEEEEEN
EEEEEEEEN EEEEESEEEEEEEEEEEENENEENEEEEEEN. N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEE EEEEEEEEEEEEEEEE EEEEEHRE
EEEEEEEEEEEEEEEEEEEEEN!

The most common provision is for a transfer by gift to be permitted only to
close family. However, s e EE EEEEEEEEEEEEEEEEEEEEEEER
EEEEE50% EEEN EEEEEEEEEEEEEEEENEEEEEEEEEEER
m.

The provision should be made fair and simple. It is likely that the articles of
the company do make some provision to cover such situations. They may be
quite hopeless, or they may just fit your bill. We do therefore suggest s m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRS
EEEEEEEEEEEEEEEEEEEEEEEE EEEEEEEEEEEESRN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHR
EEEEEEEN EEEESEEEESEEEESEEEEEEEEEEEEEEEN EE
EEEEEEEEEEEEEN.

We have provided in detail for a right of pre-emption in the event that a
shareholder wishes to sell. We have givenyouaprovisSon s s s e s e e e m ®
EEEEEEEEEEEEEl EEEEEEEEEEEEEEEEEEEEEEESRS
EEEE-EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHRE
EEEEEEEEEEEEEEEEEER.

We advise against deleting this paragraph unless you are confident that the
articlesprovideasoluionE s EEEEEEEEEEEEEEEEEEEEENEESR
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17.

18.

Thedraftletterofinstruction s e E E EEEEEEEEEEEEEEEEEENEN.

Important: The Company'’s Articles of Association may restrict the right of a
member to transfer his shares and may require him, in specified
Circumstances,tOllllIIIIIIIIIIIIIIII.llll,lllll
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEER
EEEEEE D EEEEEEENEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE-
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII(IIII).

Procedure after transfer

The extent of these provisions is a matter of choice. If colleagues fall m m m m |
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN. H
EEEEEEEEEEEEEEEEEEEEEEEEEEEENEEE EEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHR
EEEEENE,.

Transfer of shares on death or incapacity

If the transfer is by operation of law, (bankruptCcy s s e EEEE N )EEEEEN
EEEEEEEEEEEESEEEESEEEEEEEEEEEEN EEEEEEEER
EEEEEEEEEEEESEEEESEEEEEEEEEEEEEEEEEEEEEEE
EEEEN EEEEEEESESEEEEEEESEEEEEEEEEEEEEEEEEER
EEEEEEEEEEN,

APREEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEENEN.

This provision is intentionally precise and thorough because s s e e e e E ®
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHR
EEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEENEEEEEEEEN.

Since most shareholders’ agreements are between small numbers of
shareholders it is likely that they will be able to discuss any offer made and =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHR
. AN EEEEEEEEEEEEENEEEEEEEE EEEEEEEEEEEEERm
EEEEEEEEEENEO 0 Y EEEEEEEEEEEEEEEN EEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHR
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19.

20.

21.

22.

Transfer of shares on bankruptcy

We are sometimes asked what steps should be taken when a court order is

made,declaringa e EEEEEE S EEEEEESESEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEN EEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEN EEEEENEENEEEEEEE EEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

However, the shareholders can agree with each other as to how they buy m m
EEEEEEEEEEEEEEEEES EEEEEEEENEEEEEEEEEEEERN
EEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
EEEEEEEEEEEEEEEEEEER,.

Restrictions on shareholder after transfer

The carefully chosen wording of these restrictions is necessary to withstand

the general proposition that an agreement“inrestraint e e E e EE e "IN N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHR
EEEEEEEEEEENEEl EEEEEEEEEEEEEEEEEEEEEEESRS
EEEEEEEEEEEEEEEEEEEEEEEEEENEN EEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEENEEEENEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEENEEENEEEEENEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEENEEEENEEEEEEEN
I

Shareholder’s continuing obligations

It is almost impossible to devise a deal whereby all shareholders are treated
equally because at the momentwhenonedecideSE e e EEEE N EEEEN
EEEEEEEEEEEEEES EEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEN EEEEEEEENEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRS
EEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEERN
EEENE,

Life insurance
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23.

24.

25.

26.

27.

28.

This paragraph may bedeletedif s E e e EEEEEEEEEEEEEEEN
EEEEE N ‘EEEEEEEE ' EEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEN,

Publicity
We have no comment
Conflict with the articles

ASstatedEEE N EEEEEEEEEEEEESEEEEEEEEEEEEEEER
EEE.

Breach of this agreement

You may choose to dealwiththis e s EEEEEEEEEEEEES EEEEEEN
EEEEEEEEEEEEEEEEEEENEEENENEEE  EEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEER.

Dispute resolution

There are many ways to settle a dispute. But an action in court is the least
desirable becauseittakesalongE EEEEEEEEEEEEEEEEEEEEN
EEEEE N EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE,.
EEEEEEEEEEEEEEEEE NN EEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
EEEEEEEEEEEEEEEEEEE‘EEEEEEEEEEEEEEEEEER
EEEEE ' EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEHR
EEEEEEEEEEERNR,.

Severance and invalidity
ThiSiSEEEEEEEEEEEEEEEEEEEN EEEEEEEEEENN,
Miscellaneous

AnumberofpointsEE EEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEESESEEEEEEEEEEEEEEEEEN,

Letter to accountant - valuers

All good thingscometoanend. The ‘Sl 'EEEEEEEEEEEEEEEEENER
H EEEEEEEEEEENEEEEEEEEEEEEEEEEENEEEE  EEEEEEERN
EEEEEEEEEEEEEEEEEEEEEEEEE NNl EEEEEEEEEEEEN:

1.

Thevaluatonmethod E e E E EEEEE EE S EEEEEEEEEEEEEEN
EEEEEEEEEEEEEEENN.
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2. No matter what you put in the letter, or what valuation method you choose, =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEE
EEEEEE Nl EEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEEEEEl EEEEEEEEENEEEEEEE EEEEEEEEENEHE
EEEEEEEEEEEEEEENEEEEEEEEEEEEEEEEEEE.

3. Remember, you are instructingthe s s e e e e e e EEEEEEEEEEEN B
EEEEEEEEEEEESEEEEEEEESEEEEEEEEEEEEEEENEE
, AEEEEEEEEEEEEEEEEEEEEENEN,

4. Remembertoo,thatthere s e e E E EEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRmE
HEBNE.

End of notes

38 © NL Document Library Ltd



