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Shareholders' agreement: single majority owner retains
control

Agreement between shareholders for the regulation of
[Company name]

Dated: [date]
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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]

The background to this agreement is:

Optionl:IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEE N EEEEEEEEE NN NEEEEEEEEEEEEERN.

1.

[ABClhaSS e e e e e EEEEEEEEEEEEEEEEEEEEEEEENEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN.

The Company is a limited company, number [1234567], incorporated in New
Zealand on [date]

Before completion of this agreement:

3.1 the Company has a share capital of $ [1000] made up as to [1000]
ordinary shares of $ 1 each.

32 allissuedsharessafc s e e EE E EE EEEEEEEEEEENN
3.3 theshareholdingSE s s EE e e EEEEEEEEEEEE RN

The parties have agreed these terms in order to regulate the relationship
between them.

Optionz:IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII

5.

TheshareholderS s s s e E e EEE EEEE EEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
N

TheCompanyiSa se s e EEEEEEEEEEESEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEE SN EEEEEEEEEEEEENEEN
.

Before completion of this agreement:
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7.1  the Company has a share capital of $ [1000] made up as to [1000]
ordinary shares of $ 1 each.

7.2  allissued shares are fully paid or credited as fully paid;
7.3  the shareholdings in the Company is as set out in this agreement.

These are the terms of the agreement:

Definitions

These definitions apply unless the context requires a different interpretation:

“Act” MmeaNnS EEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEENEN
EEEEEEEEEEEEEEEEEEEEEEENN.

"Business" means the business of [state nature of business
concisely].

"Confidential Information” meansall s e e e EEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEENEENEN
EEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEN, EEEEEEEEN
EEEE EEEEEEEEEEEEEEEEEEEEEN
EE S EEEEEEEEEEEEEEEEEENEENEEN
EEEEEEEEEEEEEEEEEEEEENEEN
EEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEERN

“Constitution” means constitution of the Company
"Director” means a director of the Company.
"Fair Price" means the price of Sale Shares or Transfer

Shares certified by the auditor of the Company or
by independent accountant instructed for the
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"Intellectual Property"

IIPRII

"Sale Notice"

"Sale Price"

"Sale Shares"

"Transfer Date"

"Transfer Event"

"Transfer Shares"

purpose of such valuation and based on the letter
of instruction set out in Schedule [3].

MmeaNnS EE E E E EEEEEEEEEEEEEEENEER
EEEEEEEEEEEEEEEEEEEEEEEESRS
EEEEEEEEEEEEEEEEEEEEEEEERN
EE EEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEERN

meanSthe s e E EEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEETRN
EEEEEEEEEEEEEEEEEEEEEEEERN

EE EEEEEEEEENRN

means a notice given by a shareholder to the
Company, specifying the details of Sale Shares.

means the price specified in a Sale Notice.

means the shares which a shareholder wishes to
transfer by gift or sale, or otherwise to dispose of.

means the date when a shareholder transfers the
last of his shares in the Company.

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

thEpsm e EEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEENER
EEEEEEEEEEEEEEEEEEEEEENEEER
EEEEEEEEEEEEEEEEEEEEEEEEER
EEEEENBN O

thEmmeEEEEEEEEEEEEEEEEEEEER
AN EEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEERN

means shares which are owned by a shareholder
whose affairs become subject to a Transfer
Event.
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Interpretation

In this agreement unless the context otherwise requires:

2.1.

2.2.

2.3.

2.4.

2.5.

2.6.

2.7.

2.8.

2.9.

2.10.

2.11.

a reference to a person includes a human individual, a corporate entity
andanyorganisatiOnN e s s s s EEEEEEEEEEEEEEEEEENEER
EEEEEEN.

a reference to the singular may be interpreted where appropriate as a
EEEEEEEEEEEEEEEEEEEEEEEEEEEE.

areferencetOamEEEEEEEEEEEEEEEEEEEEEEENEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEN  EEEN , EEEEEEEEEEEEEEENE-EEEEEEEESR
EEEEEEN.

a references to a paragraph or schedule is to a paragraph or schedule
to this agreement unlessthecontext s s e e e EE N . EEEEEEEEE
EEEEEEEEEEEEEEEEEENEERE.

the headings to the paragraphs and schedules (if any) to this
agreementareinserfe( e e e EEEEEEEEEEEEEEEEEEER
EEEEEEEEEEERE.

unless the context requires otherwise, words importing the singular
include the plural and vice versa, and pronouns importinga s s s m = m
EEEEEEEEEEEEEEEEEN  EEEEEEEEEEEEEEEERN.

any agreement by any party not to do or omit to do something includes
anobligationnottoallowsome s e e E EEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEERE.

[except where stated otherwise], any obligation of any person arising
fromthSeEsEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
n.

a reference to the knowledge, information, belief or awareness of any
person shall be deemed to include the knowledge, information, m m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
EEEEEEEEEEEENE.

a reference to an act or regulation includes new law of substantially the
SAMNME N EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER.

this agreement is made only in the English language. If there is any
conflict in meaning between the English language version of this
agreementandanyversionO' s s s s e EEEEEEEEEEEEEEN

4 © Andrew Taylor and Net Lawman Ltd



Relationship of parties

3.1.

3.2.

3.3.

Nothing in this agreement shall create a partnership or agency or the
relationship of employer and employee between any ofthe m mm m , m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEERE.

This agreement contains the entire agreement between the parties and
supersedes all previous agreements and understandings between the
parties. Each party acknowledges that, in entering into this agreement,
hellIIIIIIIIIIIIIIIIIIIIII,IIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

Each shareholder undertakes to use his best endeavours at all times to
promotethe----,------------------------.

Issuance of shares

[Use this paragraph if the company is new and shareshave s s s e e e mm =
IIIIIIIIIIIIIIIIIII].

The following number of ordinary shares of $1 each will be issued tO s m m = =
E Bl EEEEEEEEEEEEEEENERN.

Name of shareholder Number of shares
Pat 800
Joe 200

Shareholders’ details

[Use this paragraph if the company is already operationalandyoUm s m m m =
IIIIIIIIIIIIIIIIII].

The shareholders in the Company are:

Name of shareholder Number of shares

ABC 800
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DEF 200

Completion

The parties agree to give effecttothiS s s e e e e e e EEEEEEEEEEER

6.1.

6.2.

6.3.

to conduct such business of the Company and sign such resolutions
and minutes as may be necessary and to instruct the [company
secretaryjtowriteupthe e e e EEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRmR
.

each shareholder shall receive for such number of shares as is set out
againsthisnameinparagraph4{ s s s s e s s e EEEEEEEEEEN
EEEEEEEEEEEER.

The Company shall not be obliged to issue shares to a shareholder
unless payment of the specified priceismade s s s e e e e e EE N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

Company's use of money

The Company will use the money from the sharessolelytO s s s e e e mm =
EEEEEEEEEEEEEEE.

Director may delegate

8.1.

Subject to the Constitution, the Director may delegate common
administrative matterstoany s s s s (s e s s e s s s |, s eEEEEm
EEEEN:

8.1.1 by whatever means
8.1.2 to whatever extent
8.1.3 on whatever terms as he thinks fit.

For the purpose of this paragraphthe ‘a s s s s s s s s s s s " s unnm

8.1.4 dealing with employees
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10.

8.2.

8.3.

8.1.5 making arrangements for meetings,

8.1.6  banking matters,

8.1.7 preparation of annual budget estimates,

8.1.8 maintenance of books of accounts / annual accounts,
8.1.9 keeping the members informed.

If the Director so specifies, any such delegation may authorise further
delegationofthedirectorS s s e e EEE EEEEEEEEEEEEEEEN
EEEEEEEEEEEEERN.

The Director may revoke any delegationinwholeorpart, s s m e m m m
EEEEEEEEEEEEEEEEE.

Proxy votes

9.1.

9.2.

9.3.

Any action or decision which may be taken by a shareholder at any
time,maybetakeN e e e e e EEEEE E N EEEEEEEEEEENEN
EEEEEEEEEEN.

A shareholder may notappointmore s s s e e EEEEEEN.

No person may act as proxy until his principal has given seven days
notice of his appointment in hard or soft copy to the Company [ m m m /
EEEEEEEEEEEEEEEN[4 | sEEEEEEEEEEEEEEER
EEm ]

Company's obligations

10.1. The Company undertakes withtheeaCh e s s e e e e e e EEEEEE

m:
10.1.1 carry on the Business efficiently;

10.1.2 ensure that any decision reasonably likely to affect the
Business (apart from day to day administration) is taken m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEN,;

10.1.3 maintain insurances appropriate andusualfor s s s s e e = m
EEEEEEEN.

7 © Andrew Taylor and Net Lawman Ltd



11.

12.

10.1.4

10.1.5

10.1.6

10.1.7

buy, sell and deal at all times and in all circumstances at the
beStIIIIIIIIIIIIIIIIIIIIIIIIIIIII
HENE.

keep accurate accounts and records of the Company and the

Business and to make all information of every sort available to
theDirectoOr, s e e EEEEEEEEEEEEEEEEEEEENNN
EEEEEEEEEEEEEEEEENEN,

deliver to each shareholder as promptly as reasonably
practicable such additional financial or other information as
mayberequested s s e e EEEEEEEEEEEEEEEEER
EEEEEEEEEEEEENE EEEHN

prepare such accounts in respect of each accounting reference
period as are required by statute and procure that such
accounts are audited and submittedtothec s s s e e mmm 3 m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEREN.

Shareholders’ obligations

11.1. The shareholders agree to exercise their powers in relation to the

11.2.

Company to procure that the Company complies withthe s s s s m m =

Each shareholder undertakes with each of the other parties that whilst

he remains a party to this agreement he will not cast any of the voting
rightsexercisable s s s e s e EEEEEEEEEEEEEEEEEEEEER

Dividend policy and procedure

12.1. Dividends shall be paid only in accordancewith e s s s s e s e e mm®m

12.2.

A dividend must not be declared unless the Director has made a
recommendation astoitsamount. SuCha s e e e e EEEEEEEEE
EEEEEEEEEEEEEEEEEEEEEEEEEER.
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13.

14.

12.3. No dividend shall be paid until the annual accounts of the Company
have shown a profit aftertaxof atm e e [E e e E | e EEEEEEE N
EEEEEEEEEEEEEEE.

Actions requiring shareholder consent

The shareholders, whether as directors or shareholders, will not permit the
Company to take any of the following steps without consent of shareholders
whotogetherhold s s m e e e 75 e EEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEERNR:

13.1. change the name of the Company;

13.2. adopt a constitution after registration and change orrevoke s m m m m m
EEEEEEEEEEEEERN,

13.3. approve a major transaction or amalgamation of the Company

13.4. pass any resolution for winding-up the Company s s s s s s s s s m m
EEEEEEEEN.

13.5. putinto liquidation

Existing Intellectual Property

If any shareholder (the “IP shareholder”) owns Intellectual Property (“SHIP”)
whichisusedbytheCompany, s s s s s s s s e s EEEEEEEEEEEER
H, EEEEEEEEEEEEEEEEEEER.

14.1. The Company and its Directors shall be entitled to allow the continued
EEEEEEEEEEEEEEEEEEEEEEEEEEEE.

14.2. In the absence of any other documented licence agreement between
the Company and the IP shareholder, the IP shareholder shall be
deemed to have granted a licence to the Company in terms which m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRmR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN.

14.3. The IP shareholder may terminate any deemed licence on giving [3] m
EEEEEEEEEEEEEEEEEEEEEEEN.

14.4. If, in the course of business, the Company has permitted any client or
customer to use any SHIP which may have become incorporated in
that product or service, the IP shareholder who claims ownership of
that SHIP shall be deemed to have granted licences to the Company in

9 © Andrew Taylor and Net Lawman Ltd



14.5.

In the circumstances of the last preceding sub paragraph, s s s m m =
EEEEEEEEEEEERENR:

14.5.1 Schedule [1] of this agreement correctly records the ownership
OflIIIIIIIIIIIIIIIIIIIIIIIIIII.

14.5.2 nothing in this agreement shall prevent an IP shareholder from
taking any legal action against any person forbreach e m m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
HENE.

14.5.3 nothing in this agreement shall prevent a shareholder from
entering into an arm's length agreementwith e s s s s s s m =
EEEEEEEEEEEEEEEEEEEEEEEN.

15. New Intellectual Property

15.1.

15.2.

15.3.

Each shareholder understands that whilst associated with the
Company, he may discover or create Intellectual Property. Each
shareholder now agrees that if he is or becomes involved s s s e m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
EEEEEEEEEEEEEEEEN:

15.1.1 do his utmost to ensure that the Company acquires or s m m m
EEEEEEEEEEEEEEEEEEENN,

15.1.2 inform the Company reasonably soon afterany s s s s s mm =
EEEEEEEN,

15.1.3 provide to the Company whatever full code, passwords,
specification, description, text or drawings as are together
necessarytoenablethc s s s e e e e e e e e e EEEEEES
H, EEEEEEEEEEEEEEEEEEEEEEEE.

To make this effective each shareholder now undertakes to do
Whateveris------------------------------
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRN
HE.

If Intellectual Property owned by a shareholder and used by the
Company with his permission, isincorporated iNtO e e e e e e e m m =
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15.4. This paragraph does not apply to Intellectual Property created by m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRmR
EEEEEEEEEEEER.

16. Assets introduced by a shareholder
16.1. This paragraph does not apply to Intellectual Property.

16.2. Theassetslistedunderthe s s e e e EE EEEEEEEEEEEEEER
EE[2 ]| EEEEEEEEEEEEEEEEEENEN.

16.3. This paragraph appliestothose assetsandalsO s s s s e e e mE =
EEEEEEEEEEEEEEEEEEEED  EEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEERE.

16.4. Unlessaclearintentionofgff s s e e e s e s sesssEesEEEEn
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENER
EEEN.

16.5. Each shareholder, who has permitted his assets of any description m =
EEEEEEEEEEEEEEEEEEEEE  EEEEEEEEEEEENESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEN EEEEEERERNR:

1651 islmitedtO R e e e EEEEEEEEEEEEEEEEEEEENEN
EEEEEN;

16.5.2 prohibitsreproductioOn e e e e e EE EEEE N , EEEEEEEN
EEEEEEEN;

16.5.3 shallterminateatanytme s s s e s e EEEEEEEEEEEE
EEEEEEEEEEEEEEEEEE[EEEEEEEEN]

17. Confidentiality

17.1. Each shareholder agrees and undertakes that he will:

11 © Andrew Taylor and Net Lawman Ltd



18.

17.2.

17.1.1 not remove from Company's premises or copy or allow anyone
elsetocopyfrome e e e e EE N ,  EEEEEEEN , ENENEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEENEN,

17.1.2 in respect of any part of the Confidential Information of the
Company, fromtodayuntiss s s s s s s s sssssEEnm
EEEEEEEEEEEEEEEEEEEEEEEEEN EEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEER.

This paragraph does not apply to disclosure:

17.2.1 made with the consentoftheproper s s s s e e EEEEEE N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEN.

17.2.2 of information or knowledgewhich e s s s s s e e e e E =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
HE.

1723 asmayhbe s s e e e e e S EE EEEEEEEEEEEEENEN
EEEEEEEEEEEENEN.

Exit strategy

OptiOﬂl:IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII

18.1.

No party shall assign, mortgage, charge, or otherwise encumber, m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EeEEE/SY% EEEEEEEEEEEEEEEN.

Option2:thisoptiON EEEEEEEEEEEEEEEEEEEEEEEEEENEN

18.2.

A shareholder may dispose of all or any of his shares, toany s s m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEENE.
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEER.

12 © Andrew Taylor and Net Lawman Ltd



Option 3: provides a concise and comprehensive proceduretO s e m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm

(13
EEE . EEEEEEEEEEEEEEEN EEEE-EEEEEEESRm

18.3.

18.4.

18.5.

18.6.

18.7.

18.8.

18.9.

7
-

In the event that the holders of atleast 75 % of shateSa s e e m m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE(‘EEm
B )EEEEEEEEEEEEEEEEEEEE (‘eeEEEEEE)DEE
EEEEEEEEEEEEEEENEEEEEENENENN.

Each of the shareholders other than the Transferor shall have the right
(the “Tag-AlongRight’ ) s s e e e e EEEEEEEEEN EEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENETSRm
EEEEE , EEEEEEEEEEEEEEEEEEEEEEEEEEEENETSRm
EEEE NN, EEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

Within 30 days following the delivery of Transfer Notice, each
shareholder who electstoexercCisE s s s e e e E N -EEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEN
EEEEEEN, EEEEEEEEEEESEEEEEEEEEEENEEENESN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
-EEEEEEEN.

That election notice shall be irrevocable and shall constitute s m m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRN
EEEEEENR.

In order to be entitled to exercise his Tag-AlongRight, s s s s s s = =
EEEEEEEEEEEEEEENEEEENEEEEEEEEEEEEEEEETSm
EEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEEETSRE
EEEEEEEEEEEEEEEEEEEEEEERN.

However, the electing shareholder shall not be obliged to accept any
iability s s s e e e EEEEEEEEEEEEEEEEEEEEEEEENEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
EEEEEEEN.

Where a shareholder has properly elected to exercise his Tag-Along

Rightandtheproposel s s e e e EEE EEEEEEEEEEEEEEER
EE Il , EEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
EEEEEEEEEEEEEEEEE  EEEEEEEEEEEEEEEENESR
EEEE NN, EEEEEEEEEEEEEEEEEEEEEEEEEEEEN.

Option 4: it provides a framework where a majority shareholder wants to
sellhisshareSE s e EEEEEEEEEEEEEEEEEEEEEEEENEENRN

13 © Andrew Taylor and Net Lawman Ltd



19.

(13
EE Sl EEEE-EEEEEEEE .

7

18.10. In the event that the holders of at least 50 % of shares calculated on an

as-converted and non-diluted basis (the “Majority Holders”) accept an
offerEsEEEEEEEEEEEEEEEEEEEEEEEEEEENEEER
EEEEEEN, EEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEE (EEEE‘EEEN-EEEEER
BN )EEEEEEEEEEEEEEEEEEEEEEEN, EEEEEEEN
EEEEEEEEEEEEEEE NSNS NS NN EEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEN EEEEEEEEEEEEEEEN
EEEEN-EEEEEEEN EEEEEEEN-EEEEEEEEEEEEN:

18.10.1 sell all of his shares, free of any encumbrance or restriction, in
EEEEEEEEEEEEEEEEEEEEEEEE-EEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
I(IIIIIIIIIIIIIIIIIIIIIIIIIIIIII
IIIIIIIIIIIIIIIIIIIIIIIIII);

18.10.2 vote his shares in favour of that transaction;

18.10.3 take all actions (including executing documentS) s s s e m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEN,;

18.10.4 appoint the Majority Holders, acting jointly, s s s s s s s m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEENEER.

Transfer of shares and right of pre-emption

19.1.

OR

19.2.

A shareholder may at any time transfershareS e s e e e e e e EE R &
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEE.

A shareholder may freely dispose of some or all of his shares to his
[SpOUSGIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
I,IIIIIIIIIIII].IIIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEN/ EEEEEEEEEEER
EEEEEEES/ EEEEEEEEEEEEEEEEEENEN.
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19.3.

19.4.

19.5.

19.6.

19.7.

19.8.

If a shareholder wishes to dispose of all or any of his shares, [a m m =
IIIIIIIIIIIIIIII]IIIIIIIIIIIIIIIIIII
EEEEEEEEEEEED  EEEEEEEEEEEEEEEEEEEENETSR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
HNE:

The selling shareholder (e e " s e ") EEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEN;

The Sale Notice must specify:

19.5.1 thenumberandclassesoOf s e e e EE e (EEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEENEN
EEE)

19.5.2 The Sale Price per share, being the price at whichthe s m m =
IIIIIIIIIIIIIIIIIIII(IIIIIIIIIII
EEEEEEEEEEEED EEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
mm)

19.5.3 whether any third party has indicated a willingness to buy the m
EEEEEEEEEEEEEEEEEEEEEEESEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEENEN,

19.5.4 the identity of any suchthirdpartyand (s s s s s s s s s m =
EEEEEEEEN)EEEEEEEE(NEEN)EEEEEEEEN
EEEEEEEEEEEESEEEEEEEEEEEEEN

19.5.5 a summary of the terms of purchase putforward s s s e = = =
EEEEEEEEEEEEEEENEEEEEEEENEEEEEEEEETR
EEEEEEEEEEEEEEENEEEEEEEENEEEEEEEEETR
EEEEEEEENR.

If the Seller asserts thatthe Sale PriceiSE s s s s e s e EEEEEER
H, EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
IIIIIIIIII/IIIIIIIIIIII.

TheSaleNoticeshall bE s e e EE EEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEN.

The Sale Notice shall not be revocable exceptwith e s s e e e e m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENETSRm
EEEEEN.
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20.

19.9.

19.10.

19.11.

19.12.

19.13.

19.14.

19.15.

19.16.

Promptly after the Sale Notice is received, the Directors shall send a
COpyOfIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
EEEEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEERE.

A shareholder wishing to accept any or all of the shares offered to him
shall give writtennoticEOf s e e E EEEEEEEEEEEEEEEEEE
EEEEEEEEEEEEEEEEEE[2] |EEEEEEEEEEEEEER
EEEEEEEEEEEEEESEEEEEEEESEEEEEEEEEEER
B . S EEEEEEEEEEEESEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEN.

If such noticeisnotreceivedby s s s s s s sse e [21 |amnnm,
EEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEN

A notice of acceptance shall be irrevocable and shall give rise to m m =
EEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEEETSm
EEEEEEEEEEEEE , EEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEER.

The Sale Shares shall be sold free from all chargesandwith e e s m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEERE.

In exchange for the Sale Price, the Seller shall delivertoeach m m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
IIIIIIII(IIII)IIIIIIIIIIIIIIII.

If the Seller fails to comply withthe s s s e e e e e e e EEEEE N, &
EEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEN
EEEEEEEEEEEENEEEEEEEEEN.

If in respect of all or any Sale Shares the Seller's offer lapses oris m m
EEEEEEEEEEEEED  EEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEE.

Procedure after transfer

20.1.

Onorimmediately s s s s e e e s e EEEEEEN EEEEEEEEEEN
EEEEEN:
16 © Andrew Taylor and Net Lawman Ltd



20.2.

20.1.1 immediately resign as a director of the Company s s s m m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
E,EEEN

20.1.2 immediately transfer to whoever the Company s s s s, s mm =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEN EEEN

20.1.3 irrevocably authorise the CompanytO s s s s e e e e mm =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
 AEEN

20.1.4 not from that time representtoanyonE s s e e e e e e EE N N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEN EEEHN

20.1.5 return to the Company withoutrequestall s s e e e s e e m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEENEN EEEN

20.1.6 delete all Confidential Informaton e s e e e e EEEE E E E N
II,IIIIIIIIIIIIIIII;IIII

20.1.7 notcontactorcommuniCalE s e e EEEEEEE NN , EENEN,
EEEEEEEEEEEEEEEEEEEN EEER

If he fails to comply with any provision of this paragraph where
compliance could be achieved by the signing of some document or
dongOf e e EEEEEEEEEEEEEN SEEEEEEEEEENEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
IIIIIIIIIIIIIIIIIIIII(IIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSRN
IIIIIIIIIIIIIIIIIIIIIIIIIIIIII).

21. Transfer of shares on death or incapacity

21.1.

21.2.

APRmMust,assoonasthiS e s e e e e e EEEEEEEEEEEEN,N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEER
EEEEEEEEEEEEEEEENEENN.

Notice of a Transfer Event by a PR shall be irrevocable and m s m m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSRm
EEEEEEEEEEEEEEEEEEEEEEEEEERE.
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22.

21.3.

21.4.

21.5.

21.6.

21.7.

Promptly after notice of a Transfer Event has been received by the
DireCtOrS,IIIIIIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
El . EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEENERN.

AnySUChIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
[

21.4.1 to the Company which shall have the right to accept any or all
oftheTransfer s s e e (EEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEN)SESESEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEN (4] emmmmnEn
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEE;EEEN

21.4.2 if or to the extent that any offer madetothe s s e e e EE E E W
EEEEE D EEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEENEEEEEEEENEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEER.

A shareholder wishing to accept any or all of the shares offered to him
shall give writtennoticEeOf s e e e e EEEEE EEEEEEEEEEES
EE[2 | aEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
N . EEEEEEEEEEEEESEEEEEEEEEENEEEEEEEEEN
EeEEEE[2] | aEE N EEEEEEEEEEEEEEEEEEEENER
EEEEEEEEEEEEEN.

A notice of acceptance shall be irrevocable and shall give rise to a
legally bindingandunconditona/ s s s s s e e s e EEEEEEEEEN
EEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
EEEEEEEEEEEEEEEEEEEERNE.

If neither the Company nor the shareholders accept the offer to sell the
Transfer s mm e, EEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEE[EEEE]|EEEEEEEEEEEEEEEEEEEEEEEN
EssnesnennennnnennEn (9% s eeEEEEEEn
EEEN.

Transfer of shares on bankruptcy

22.1.

If a bankruptcy order is made against any shareholder, s s s s s m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
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23.

22.1.1 [Theremaining shareholderS e s e e e e e EEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEN]

2212 TheprCeE s s e e EEEEEEEEEEEEEEEEEEEEENEEN
EEEEN;

22.1.3 As between the remaining shareholders, each shallbe s m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EE Il , EEEEEEEEEEEEEEEEEEEEEEEEEESRmR
EEEEEEEENN,

22.1.4 If any remaining shareholder does not wish to buy his
proportionate numberofshareS, s s s e e EEEEE EEEE N
EEEE N . EEEEEEEEEEEEEEED  EEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

Restrictions on shareholder after transfer

Each shareholder agrees that:

23.1.

23.2.

23.3.

23.4.

after the Transfer Date to continue to acknowledge the ownership m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
EEEEEEEEEEEEEEENEN,

he will not within [three] years of the Transfer Date directly or indirectly,
advise,inStruCt, s e e e EEEEEEEEEEEEEEEEEEENENEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSRN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSRN
EEEEN.

the restrictions imposed by the laSt s s s s s s e EEEEEEEEEEE
EEEEEEEEEEEEEEEEEEEEEE|[EEEEEEEEEEEN];

he will not within [three] years of the Transfer Date directly or m m m m
E NNl , EE Nl EEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
N,
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24.

25.

23.5.

23.6.

he will not within three years of transfer, directly or indirectly, employ =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
EEEEEEEEENN,

theprovisionsofthiSEEEEEEEEEEEEEEEEEEEEEENEN
EEEEEEEEEEEESEEEEEEEEEN.

Shareholder's continuing obligations

24.1.

24.2.

24.3.

Thisagreementshallbe s e e e e EEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEENN.

No transfer shall be accepted bythe Company s s s s s s s e s mmm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

The rights and obligations of a shareholdershall s s s s s s e e e m =
EEEEEEEEl EEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEENEN:

24.3.1 anyrightorobligation e s s e e e e EEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEENN;

24.3.2 anyrightorobligation e s s s s e s s s s EEEEEEEEER
EEEEEEEEEEEE NN NN EEEEEEEEEEEN;

Life insurance provision

In this paragraph:

"Beneficiary" EEEEEEEEEEEEEEEEEEEEEEEEEER

The "Life Assured" means:

([EEEEEEEEEEEEEEEE | EEEEEEEE[ER
EEEEEEEEEEN | EEEE|[EEEN]

The"TriggerEvent’” S m s E S S ESEEEEESEEEEEEEEEEEEEEN
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26.

27.

The "

25.1.

25.2.

25.3.

25.4.

25.5.

25.6.

Sum" EEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEESR
HE.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
IIIIIIIIIIIIIIII(IIII)IIIIIIIIIIIIII
EEEEEEEEEEEEEEENEEEENEEEEEEEEEEEEEEE.

(IIIIIIIIIIIIIIIIIIIIIIIIIIII)IIIIII
AEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENETRN
EEEEEEEEEEEEEEEEEEEEEER.

The Sum shall be payable to the Beneficiary.

Publicity

Conflict with the Constitution
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28.

29.

30.

271, EEEEEEEEEEEEEEEN, EEEEEEEEEEEEEENEN,

27/.2. EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEEEEEEEENEEEEEEEENN.

Breach of this agreement

2], EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEER
esesn (eeeeeeneenennEnn) e300 eemmnnn
EEEEEEEEEEEEEEEEEESEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEER[/5%]nmm
EEEEEEEEEEEEEEEEEEEEN EEEEEEEEEEEENEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEN.

28.2. EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEENER
EEEEEEEEEEEEEENEN.

Dispute Resolution

Severance and invalidity

30,]. EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEN EEEEEETSR
EEEEN , EEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEEETSRm
EEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEEETSRE
HE.

30,2 EEEEEEEEEEEEEEEN EEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN NN
EEEEEEEEEN, EEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEENN.
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31.

Miscellaneous matters

31.1.

31.2.

31.3.

31.4.

31.5.

31.6.

31.7.

EEEEEEEEEEEEEEENEEEENEEEEEEEEEEEEEEEETSm
AEEEEEEED , EEEEEEEEEEEEEEEEEEEEEEEEENER
AEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

It shall be deemed to have been delivered:

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEE/ EEEEEEEEEENNN,

EEEEEEEEEEEEEEENE-EEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETER
EEEEN-EEEN . EEENZ2/  aEEEEEEEEEEEEEER
EEEEEEEE-EEEEEEEEEEEEEEEEEEEEEESRm
EEEENE.
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Signed by [full name], duly authorised on behalf of the Company

Signed by [full name], a shareholder:

Signed by [full name], a shareholder:
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Schedule 1 — Intellectual Property owned by shareholder

[Provide the list of any intellectual property owned by shareholder being used by the
company]
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Schedule 2 - ownership of assets used by the Company
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Schedule 3 - Letter of instruction to accountants for
valuation

On the letterhead of the company
To: Bloggs accountants

Dear Sirs

Shares valuation - this company

EEEEEEEEEEEEENEENEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEE . EEEEEEEEEEEEEEERm
AEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEDRN
IIIIIIIIIIIIIIIIIIIIIIIIII[IIII]%IIIIIIIIII
EEEEEEEEEENE.

To assist you we now enclose:

e (details of the current and forward order book;
e budget for the next [two] years;

OR
Please make your valuation on the following assumptions:

1. EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEERE.

2. EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEERN.
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10.

11.

12.

IIIIIIIIIIIIIIIIIIIIIIIIII,[IIIIIIIIIIII
%),

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
IIIIIIIIIIIIIIIIIIIIIIIIIIIII/IIIIIIII,I
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

EEEEEEEEE N EEEEEEEEEEEEEEEEEEEEEEEEEEEETERm
IIIIIIIIIIIIIIIIIIIIIIIIIIIII,IIII/IIIII
EEEEEEEEEEEEEEEEEEER.

6.1 depreciation,
6.2 salary payments to the directors,
6.3  other emoluments of the directors,

EEEEEEEEEEEN, EEEEEEEESEENEEENEEEEEEEEER
EEEEEEEEEE (EEEEEEEEEEESEEEEEEEEEEEEEENER
EEEEEEEEEEEESEEEEEEEEEEEEEEEEEEEEEEEENE
EEEEN)
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Yours faithfully,
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Explanatory notes:

Shareholders' agreement: single majority owner retains control

General notes

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 s e e e EEEEEEEEEEEEEEN EEEEEEN
IIIIIIIIIIIIIIIIIIIIII,IIIIIIII!

There are also some important preliminary decisions relating to who does
what, how the whole deal terminates, and what happenswhen e s s s s m =
EEEEEEEEEEEEEEEEEEEEEEEEERE.

The document contains four 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. ItiSm m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEN!

We have provided two options in the background paragraph. Use s s s m m =
EEEEEEEEERN.

Paragraph specific notes

Notes following the numbered paragraphs

4.

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
sales and transfers of shares. If you delete those paragraphs, then of course,
therelevantitemsinthe s e e e e EEEEEEEEEE N EEEEEEEEEER
El , EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE-EEERN
EEEEEEERNR.

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 e e e EEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEN.
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10.

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 e mE ®
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEE BEEERm
Emmm!

Relationship of parties

This is a simple statement for the avoidance of doubt. Of course other
documents may indeed create the relationships mentioned. 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 become fully effective, s s s s s s s e s mm®
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEE . EEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEERE.

Issuance of shares

This is optional paragraph. Use it if the company is new and shares have not
yetbeenissued E e EEEEEEEEE N EEEEEEEN.

The price per share is usually the nominal value. If the shares are $1 shares,
then the price per share should be $1. However, there is nothing to prevent a
issuance at any price. If one party has contributed an existing business to the
deal, it could be that others may have to contribute many s s s s s s e mm =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE EEEBR
EEEEEEE D  EEEEEEEEEEEEEEEEEENER.

Shareholders’ details

This is optional paragraph. Use this paragraph if the company is already
operationaland youwishtoinclude s s s e e e EEEEE N EEEEEEEN.

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
so on. It is therefore important to specify and list the actions to be taken to
complete the agreement.

Company's use of money
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11.

12.

13.

14.

15.

Minority shareholders will be best protected if all parties are clear as to what m
EEEEEEEEEEEEEENE!

Director may delegate

Every part of this paragraph may be edited to suit your requirement. This is
suitable in the structure where a director holds majority sharesinthe s m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER.

However, it is far safer to appoint sufficient numbers of directors to cover any
problemswithabsence. s s s e EEEEEEEEEEEEEEEEEEEN.

Proxy votes

The question of absence through holidays or sickness is often overlooked. It
is likely that the constitution covers the situation at meetings, but will not cover
other situations. You need to be able to appoint someone to vote your shares
if you are unable to do so. Like most of the provisions of this agreement, the
partieswillreferonly i N e s s s e s e s EEEEEEEEEEEN EEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEER.

A proxy votes his principal's shares. He stands in the shoes of the principal
only for the purpose of voting. He is not expected to contribute tO m s m m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN.

The minimum period prescribed by law for a proxy notice s s e m 48 e mm m .
Company's obligations

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
company that carries the primary responsibility for the items mentioned. It
may wellbethattheproper s e s e e EEEEEEEEEEEEEEEEEEER
EEEEEEEEEER EEEEEEEEEEEEEEEEEEEER.

Shareholders’ obligations

This provision is intended to prevent a shareholder from acting secretly on
behalfofapredatOr s s e e e E EEEEEEEEEEEEEN.

Edit as you require.
Dividend policy and procedure

Payment of a dividend must accord with tax law and the Companies Act,
section 52 to 54. The tax element relates in part to the availability of profit out
of which a dividend may be paid. If the accounts of the company show a net
lossitisunlawfultopay s s s e s e e S EEEEEEEEEEEEEEEEEEN
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16.

17.

Payment of a dividend mustalso accordwith e s s e e s e e e mmm.

We have not provided for an interim dividend because interim accounts are
required in order to show that an interim dividend is justified. s s s s s e s =
EEEEEEEEEEEEEEE.

You do not have to include a dividend policy in a shareholders agreement. A
young and expanding company may prefer to state categorically that no
dividendshal s s s s s e e . sEE N, EEEEEEEEEEEEEENEEEENER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENE-HN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

The usual way to provide for an outside shareholder s s s e e e e e e E EE
EEEEEEEEEEEEEEEEEEEEEEEEEEE.

We recommend that you leave this paragraph substantialy s s s s s s s s, »
EEEEEEEEEEEEEEEEEEEEEEEN.

Actions requiring shareholder consent
This paragraph is most important.

We have only included the matters that require a special resolution with a
75% majority asamatteroflaw. ANy s e s e s e e EEEEEEEEEEEEN
EEEEEEEN EE NN  EEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEERN.

Existing Intellectual Property

When a company is first formed, it is usual, rather than exceptional, for it to
use intellectual property owned by one of more of its new shareholders. That
maybetoexploitam e, EEEEEEEEEEEEEEEN, EENEEEEN
EEEEEEEEEENEN EESEEEEEN, EEEN EEEN, EEEN, EEEN
EEEEEEEN ‘EEEE EEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEN.

As new shareholders are brought in (and this agreement is required) IP
ownership is lost or ignored. At some stage, either the IP owner, or some
OtherllllllllllIIIIIIIIIIIIIIIIIIIIIIIIII.
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEERN.
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18.

19.

20.

21.

This paragraph provides a route through the maze. It is entirely optional and
CANEEEEEEEEEEEN EEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEED  EEEEEEEER.

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 s s s s s s m =
EEEEEEEER  EEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEER.

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
designorsoftware. Later,argumentS s s s e e e EEEEE N EEEEEEEN
EEEEEEEEEEEEEEEEEEENR EEEEEEEE EEEEEEEENETRm
Al , EEEEEEEEEEEEEEEN . EEENR  EEEEEEEEEEEEENETHm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEN.

This paragraph grants a formal licencetothe s s e e e e e EEEEE EEEE
EEEEEEEEEEEEEEEE.

Confidentiality

It is for the parties to decide whether they think this provision is appropriate.
This happens where software, customer lists, and designs creep s s e m m m
EEEEEEEEEEEEER . EEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEE.

Exit strategy

You do not have to have an exit strategy, butwe strongly s s s s s s s s m =
EEEEEEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEEERE.

It is likely that circumstances will arise as the years pass, when one or more
shareholderswoull s e e e EEEEEEE SN EEEEEEEEEEEEEEEN
EEEEEEE D EEEEEEEEEEEEEEEEEEEEEEEEEEEEER
HE.

This paragraph covers:
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22.

« when the company continues in operation, but one or more
shareholders decides to retire or encash their investment, or go their own
way, or feels forced to leave by the others.

e« where the company has served its purpose: it was set up for a single
venture and that venture is now complete. You will then wind up the
company and distribute its assets.

We have provided three options. You may choose the option that best suits
your requirement. However, you may draw a strategy of your own.

The first option states no transfer without consent.

The second option makes arrangements for the departing shareholder to be
bought out by the others.

The third option provides a concise and comprehensive procedure to protect
the minority in the event that the majority wishes to sell. This is called a “tag-
along right”.

A concise and comprehensible procedure to protect the minority in the event
that the majority wish to sell. We have suggested 75% as the appropriate
trigger for this provision,butinmany s s s s s s s s EEEEEEEEEEEE
IIII.IIIIIIIIIIII5%IIIIIIIIIIIIIIIIIIII
IIIIIIIIIIIIIIIIIIII,IIII35%,IIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEER.

The fourth option provides a framework where a majority shareholder wants
to sell his shares and has the power to insist that the other shareholders will
sell their shares as well as part of the same deal. This arrangement is known
as a “drag-along right”.

If any large shareholder has a buyer conditionally on that buyer being able to
buy all of the shares, you would need this paragraph. Without it, the buyer
would be left with minority shareholders whose rights reduced his freedom of
action.

However, we have also provided that there shall be no drag-along unless the
minority can take a profit. How much profit is up to you? We have also left
open the basis of calculation of the profit.

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
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has difficulties in his private life, or wishes to live elsewhere, s s s e e e m m m
EEEEEEEEEEEEEEE  EEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEEENE.RN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEER . EEEEEEEEEEEEEEEN . EEEEERm
EEEEEEEEEEEEEEEEEEEEER!

The most common provisionisforatransfer s s s s e e e e EEEEE EEEE
EEEEEEEEEEEEEEEEEEN . EESEN SEEEEEEEEEEENEEEN
ssssnsnnenEEEEEEES50 % EEE N EEEEEEEEEEEN.

The important things are to make the provision fair and simple. It is likely that
the constitution of the companydoesmakée s s s e e e e e e EEEEEEE N
EEEEEEN EEEEEEEEEEEEEEEEEEED EEEEEEEEEERm
EEEEEEEEEEEEEEEEE . EEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEES EEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEEEN BEEHNm
EEEEEEEEEEEER.

We have provided in detail for a right of pre-emption ine s s s s s s e n =
EEEEEEEEEEEEEEEEEEEEN . EEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN . EEEEEER
EEEEEEEEEEEEEEEEEEEENE-EEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEERE.

We advise against deleting this paragraphunleSS e s s s s s s e e e E ®
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEN

Thedraff E e e EEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
HE.

Important: A company's constitution may restrict the right of a shareholder to
transfer his shares and may require him, in specified circumstances, to offer
hiSlIIIIIIIIIII.IIII,IIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEENEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEENEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN . EEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEE-EEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEE(EEEN)
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23.

24,

25.

Procedure after transfer

The extent of these provisions is a matter of choice. If colleagues fall m m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENE.HE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN EEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEN.

Transfer of shares on death or incapacity

If the transfer is by operation of law, (bankruptcy s s s s s e s ) s e e m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEE . EEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEE N, EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEERN.

APREEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENER
EEEEEENEN.

This provision is intentionally precise and thorough because s s e e e e m m ®
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

Since most shareholders' agreements are between small numbers of
shareholders it is likely that they will be able to discuss any offer made and =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
. A EEEEEEEEEEEEEEEEEEEEEE  EEEEEEEEEEEEETRm
aeennEEE N0 Y EEEEEEEEEEEEEEEN . EEEEEEEEERN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEEE EEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETERm
EEEEEENE.

Transfer of shares on bankruptcy

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

made,declarina s s s e e EE S EEEEEEEEEEEEEEEEEENEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEND . EEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEE  EEEEEEEEEEEN . EEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

However, the shareholders can agree with each other as to how they buy m =

EEEEEEEEEEEEEEEEEN EEEEEEEEEEEEEEEEEEESR
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26.

27.

28.

29.

30.

31.

Restrictions on shareholder after transfer

The carefully chosen wording of these restrictions is necessary to withstand
the general proposition that an agreement“inrestraini e e e e e e e " e m m
EEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEERm
EEEEEEEEEEEEEN EEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEE  EEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
n .

Shareholder's continuing obligations

It is almost impossible to devise a deal whereby all shareholders are treated
equally because at the momentwhenonedecideSea e e e e m e E , e EE N
EEEEEEEEEEEEEER EEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEE . EEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
E NIl , EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEENE.

Life insurance provision

ThisparagraphprovideS e s s s s s e EEEEEEEEEEEEE'EEEEER
EN-EEEEEEEEEEEER"'EEEN.

Bya"IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII

Publicity
We have no comment
Conflict with the Constitution

ASStatedllll,IIIIIIIIIIIIIIIIIIIIIIIIIIIII
HEENE.

Breach of this agreement
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32.

33.

34.

You may choosetodealwiththiSs e s e e e e e e e EEEEE S . EEEEEE
EEEEEEEEEEEEEEEEEEEEEEEEEN EEEEEEEEEEEN
EEEEEEEEEEEESEEEEEEEEEEEEEENN.

Dispute resolution

There are many ways to settle a dispute. But an action in court is the least
desirable because ittakesalon e e e e EEEEEE EEEEEEEEEEEE
EEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN.
EEEEEEEEEEEEEEEEEEEN. EEESEEENEEEEEEEEEN
EEEEEEEEEEEESEEEEEEEEEESEEEEEEENEEEEEENN
EEEEEEEEEEEEEEEEEEE ' EEEEEEEEEEEEEEEEEERN
EEEEE EEEEEEEEEEEEEEEEEEEEEENEEEEEEEEER
EEEEEEEEEEEE NN NN NN NN NN NN EEEEEEEEEEEN
EEEEEEEEEEENN.

Severance and invalidity
ThiSISEEEEEEEEEEEEEEEEEEEN EEEEEEEEEENEN.
Miscellaneous matters

A number of special points. We have identified each of these as important to
EEEEEEEN . EEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEN , EEEEEEEEEEEEEEER EEEEEEEEEEEEEEERm
EEEEEEEEEEED EEEEEEEEEEEEEEEEEEEEEEEE _EHN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEE.

Letter to accountant - valuers

Allgood thingscometoanend. The " s e e " EEEEEEEEEEEEEEEENEEN
B . EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN, EEEEEENEN
EEEEEEEEEEEEESEEEEEEEEEEEEENEN . EESEEEEEEENN:

35.

36.

37.

Thevaluationmethod e s s e e EEEEEEE EEEEEEEEEEEEENER
EEEEEEEEEEEEEEENN.

No matter what you put in the letter, or what valuation method you choose, =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEl , EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEER . EEEEEEEEEEEEEEENR . EEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENENER.

Remember, you are instructingthe s s s s e e e e e e e e EEEEEEEN. &
EEEEEEEEEEEEEESEEEEEEEEEEESEEEEEEEEEEEER
, AEEEEEEEEEEEEEEEEEEEEENN.

39 © Andrew Taylor and Net Lawman Ltd



38. Remembertoo,thatthere s e e e E E E EEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENER
EEE.

End of notes
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	Agreement between shareholders for the regulation of
	[Company name]
	Dated: [date]
	Definitions
	These definitions apply unless the context requires a different interpretation:
	Interpretation
	In this agreement unless the context otherwise requires:
	Relationship of parties
	Issuance of shares
	Shareholders’ details
	[Use this paragraph if the company is already operational and you ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ].
	Completion
	The parties agree to give effect to this ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ :
	Company's use of money
	The Company will use the money from the shares solely to ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	Director may delegate
	Proxy votes
	Company's obligations
	Shareholders’ obligations
	Dividend policy and procedure
	Actions requiring shareholder consent
	Existing Intellectual Property
	If any shareholder (the “IP shareholder”) owns Intellectual Property (“SHIP”) which is used by the Company, ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	New Intellectual Property
	Assets introduced by a shareholder
	Confidentiality
	Exit strategy
	Option 1: ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■
	Transfer of shares and right of pre-emption
	OR
	Procedure after transfer
	Transfer of shares on death or incapacity
	Transfer of shares on bankruptcy
	Restrictions on shareholder after transfer
	Each shareholder agrees that:
	Shareholder's continuing obligations
	Life insurance provision
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	Publicity
	■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	Conflict with the Constitution
	■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ :
	Breach of this agreement
	Dispute Resolution
	■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	Severance and invalidity
	Miscellaneous matters
	Schedule 1 – Intellectual Property owned by shareholder
	[Provide the list of any intellectual property owned by shareholder being used by the company]
	Schedule 2 - ownership of assets used by the Company
	Schedule 3 - Letter of instruction to accountants for valuation

	On the letterhead of the company
	To: Bloggs accountants
	Dear Sirs
	■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	To assist you we now enclose:
	■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ;
	■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ;
	details of the current and forward order book;
	budget for the next [two] years;
	■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	OR
	Please make your valuation on the following assumptions:
	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 sales and transfers o...
	We do provide long definitions occasionally, not because they are important to the meaning of the document but so that anyone signing the agreement cannot later deny ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	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 a couple of times ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	This is a simple statement for the avoidance of doubt. Of course other documents may indeed create the relationships mentioned. It is important however, that this document does not accidentally create other relationships. On the other hand, whilst it ...
	The price per share is usually the nominal value. If the shares are $1 shares, then the price per share should be $1. However, there is nothing to prevent a issuance at any price. If one party has contributed an existing business to the deal, it could...
	Minority shareholders will be best protected if all parties are clear as to what ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ !
	Every part of this paragraph may be edited to suit your requirement. This is suitable in the structure where a director holds majority shares in the ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	However, it is far safer to appoint sufficient numbers of directors to cover any problems with absence. ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	The question of absence through holidays or sickness is often overlooked. It is likely that the constitution covers the situation at meetings, but will not cover other situations. You need to be able to appoint someone to vote your shares if you are u...
	A proxy votes his principal's shares. He stands in the shoes of the principal only for the purpose of voting. He is not expected to contribute to ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	The minimum period prescribed by law for a proxy notice ■ ■ ■ ■ 48 ■ ■ ■ ■ .
	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 company that carries the primary responsibility for the items mentioned. It may well be that the p...
	Payment of a dividend must accord with tax law and the Companies Act, section 52 to 54. The tax element relates in part to the availability of profit out of which a dividend may be paid. If the accounts of the company show a net loss it is unlawful to...
	Payment of a dividend must also accord with ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	We have not provided for an interim dividend because interim accounts are required in order to show that an interim dividend is justified. ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	You do not have to include a dividend policy in a shareholders agreement. A young and expanding company may prefer to state categorically that no dividend shall ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	The usual way to provide for an outside shareholder ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	We recommend that you leave this paragraph substantially ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	This paragraph is most important.
	We have only included the matters that require a special resolution with a 75% majority as a matter of law. Any ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	When a company is first formed, it is usual, rather than exceptional, for it to use intellectual property owned by one of more of its new shareholders. That may be to exploit a ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	As new shareholders are brought in (and this agreement is required) IP ownership is lost or ignored. At some stage, either the IP owner, or some other ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	This paragraph provides a route through the maze. It is entirely optional and can ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ .
	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 ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	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, arguments ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	This paragraph grants a formal licence to the ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	It is for the parties to decide whether they think this provision is appropriate. This happens where software, customer lists, and designs creep ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	You do not have to have an exit strategy, but we strongly ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	It is likely that circumstances will arise as the years pass, when one or more shareholders would ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	A concise and comprehensible procedure to protect the minority in the event that the majority wish to sell. We have suggested 75% as the appropriate trigger for this provision, but in many ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ...
	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...
	The most common provision is for a transfer ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ 50 % ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	The important things are to make the provision fair and simple. It is likely that the constitution of the company does make ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	We have provided in detail for a right of pre-emption in ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	We advise against deleting this paragraph unless ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	The draft ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	Important: A company's constitution may restrict the right of a shareholder to transfer his shares and may require him, in specified circumstances, to offer his ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	The extent of these provisions is a matter of choice. If colleagues fall ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ...
	If the transfer is by operation of law, (bankruptcy ■ ■ ■ ■ ■ ■ ■ ■ ) ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■...
	A PR ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	This provision is intentionally precise and thorough because ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	Since most shareholders' agreements are between small numbers of shareholders it is likely that they will be able to discuss any offer made and ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	We are sometimes asked what steps should be taken when a court order is made, declaring a ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
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