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Agreement between shareholders for the regulation of
[Company name]
This agreement is dated: [emmmm]
The Company is: [companysmmm ] (eees"mmmnm")

The Company's registered officeis: mmmmEmmmE/mmmn]

The Existing Shareholders are:

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

The Investor is:

[DEF] (Pty) Limited, a company incorporated in South Africa [under company
registrationnumber  Em e m ] | EEEEEEEEEEEEEEEEEEEEEEEE|ER
EEEEEN]

The background to this agreement is:

A.  The Company is a private limited company, number [1234567], s s e e m m m
EEEEEEEEEEEEE[EEEN]

B.  The Investor has subscribed for and bought [500] shares of R [1] each [in
accordancewith e s s e e e EEEEE s/ seEE | EEEEEEEn[n
EEnE]

C. The parties have agreed thesetermsinordertO s s e e EEE EEEEEEEE
EEEEN.

These are the terms of the agreement:

1. Definitions

These definitions apply unlessthecontext s s e e e e EEEEEE EEE N

"Act” means the Companies Act 2008 and any
subsequent additionS, s s e e e e EEEEEEEN
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"MOI"

"Business"

"Confidential Information"

means the memorandum of incorporation of the
Company.

means the business of [Statc s e e e E e E E B B
EEEEEN]

means all information, including:

personal information, as defined in applicable law,
owned by any data subject whom a party to this
agreement may contactinrelation e s e e e mm m
EEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEE.

information which may give a commercially
competitive advantage to any other person. e m m
EEEEEEEEEEEEEEEEN:

information about staff, their performance and
their personal contact information, data or
information relating to suppliers, product plans,
marketing strategies, finance, performance, m m m
HE, EEEEEEES , EEEEEEEN  EEEEESR
EE , EEEEEEENN,;

information created or arising from this
agreement;

information owned by a third party and in respect
ofwhichapartyssssssssssssssEEnm
EEE-EEEN.

information, comment or implication published on
EEEEEEEEEEEEEEEER.

data or information relating to processes,
formulae, procedures, designs, drawings,
apparatUS,llll,IIIIIIIIIIIIIII
EEEEEEEEEENEEERNR,

information about the Intellectual Property and the
KnOW- s e e EEEEEEEEEEEEN.

[It does not include information that it is
reasonably necessary to disclose to a customer
or other person inthe usualcourse s e e e E m =
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"Director"
“Existing Shareholders”

"Fair Price"

"Intellectual Property”

"Shareholders"

"Transfer Date"

Interpretation

EEEEEEEEEEEEEEEEEEEEEEEEER
IIIIIIIIIIIIIIII.]

means a director of the Company.
means shareholders other than the Investor.

means the price of Transfer Shares certified by
an independent accountant instructed for the
purpose of such valuationand based s s e m m =
EEEEEEEEEEEEEEEEEEEEEEEER
emmmnm|3]

means intellectual property of every sort, whether
or not registered or registrable in any country,
including intellectual property of all kinds coming
into existence after today; and including, among
others,patentS, s s e s, EEEEEEEN EEEN
,AEEE EEEN EEEEEEEN EEEN, EN
EEEEEEEEERN.

means the holders of shares in the Company
from time to time, including any person who holds
shares by operation of law. It includes the
Existing Shareholdersandthe s s s s . s mmm =
EEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEESR
n.

means a date when the ownership of one of more
shares, changes, whetherornOt e e e e e mm =
EEEEEEEEEEEEEEEEEEEEEEEER
EENE.

In this agreement unless the context otherwise requires:

2.1. areference to a person includes a human individual, a corporate entity
andanyorganisatioOn s s s s s EEEEEEEEEEEEEEEEEEEER

2.2. areference to one gender shall include any or all genders and a
reference to the singular may be interpreted s s e e e e e e e e E E ®
EEEEEEEEEEEEEEEEEEEEEEEEEEEEENEENE.
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2.3.

2.4.

2.5.

2.6.

2.7.

2.8.

2.9.

2.10.

a reference 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 transferredorpassaSa s s e s m ®
EEEEEEEEEEED EEEN EEEEEEEEEEEEEEEE-ERN
EEEEEEEEEEEEEERE.

a reference to a paragraph or schedule is to a paragraph or schedule
to this agreement unlessthecontext s e e e e E e . EEEEEEEER
EEEEEEEEEEEEEEEEEERE.

the headings to the paragraphs and schedules (if any) to this
agreementareinserfe( s e e EEEEEEEEEEEEEEEEEENEEN
EEEEEEEEEEEENE.

any agreement by any party not to do or omit to do something includes
an obligationnottoallowsome s e e EE EE EEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEERN.

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

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

a reference to an act or regulation includes new law of substantially the
SAME R EEEEEEEEEEEEEEEEEEEEEEEEEEEEEER.

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

Relationship of parties

3.1.

3.2.

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

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,
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tdoeSNOl e e EEEEEEEEEEEEEN,  EEEEEEENEEEENN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEN:

3.2.1 loan agreement;

3.2.2 [other documents]

Shareholders' details

4.1. The Existing Shareholders in the Company are:
Name of shareholder Number of shares
ABC 100
DEF 200
GHI 200
4.2. The Investorowns [500]shareSa s s e e e 1 e mm.
Completion

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

5.1.

5.2.

to conduct such business of the Company and sign such resolutions
and minutesasmaybenecessarfy s s e e e EEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEER.

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 EEE N
EEEEEEEEEEEEEEEEEEEEEEEEEEEE.

Special voting rights

6.1.

Every reference on this agreement to a percentage of voting rights
shall be construed as a reference to rights and percentages of the total
EEEEEEEEEEEE  EEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEERNR.
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6.2. A shareholder shall be treated as present whether in person, by proxy,
byalternatedirectorOr s s e e e EEEEEEEEEEEEEEEEEER
EEEEEEEEEEEENE.

6.3. The foregoing provision does not apply to a vote on any issue s m m =
EEEEEEEEEEEEEEEEEEEE.

Appointment and removal of Directors by Existing
Shareholders

7.1. Each Existing Shareholder who owns at least [5] % of the voting shares
of the Company maybeadirectOr s s s e e e e e e e e EEEEEE®
E . EEEEEEEEEEEEEEEEEEEE.

7.2. If an Existing Shareholder shall reduce his holding of voting shares so
that his residual holding is less than [5] % of all the voting shares of the
Company, then he shall resign as a Director and the provisions of
paragraphs [28, 29 and 30] shall apply. Note: you may need to change
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR

n " “
EEEEEEEl EEEEEEEEEEEEEEEEEEEE EEEE EBN

n

” "
EEEEEEEEEl EE N EEEEEEEEEEEEEEEEEEEER

7.3. To nominate some person other than himself, an Existing Shareholder
shall write to the [company secretary| s s s e e e EEEEEEEEEEE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE .EEEHR
[IIIIIIII]IIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEN EEEEEEEEEEEN EEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEE.

7.4. A Director who is not a Shareholder may be appointed only if his
appointmentisapproved s s s e e s s s e esnsnnnnnnn[80]
oM EEEEEEEEEEEEEEEEEEEEEEN . EEEEEEEEEER
EE-EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEN.

7.5. A Director may be removed by avote to thateffectat s e e e e e mm m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEENEE.
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8. Appointment and removal of nominee Director by

Investor

8.1. The Investor shall nominate one director.

8.2. The Investor may remove or replace the director nominated s s s m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
EEEEEEN:

8.2.1 provide sufficient representation to constitute a quorum, and
8.2.2 subjecttotherebeinamm e , seeEEEEEEEEEEESN
EEEEEEEEEEEEEEEEEEEEEEEERE.
8.3. The Investor agrees to indemnify the Company against all cost and m =

9. Duties of Directors

9.1.

9.2.

After completion of thisagreemen{, s s e e e e EEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEERE.

TheDirectorSOf e e e EEEEEEEEEEEEEEEEEEEEEEER
EEEEN:

[Name|, s e e e e e EEEEEEEEN......
[Name|, s e e e e e e EEEEEEEEN......

[INnVestOrrS s e e E E EEEEEE N | EEEEEEEEEEEEEENEN.

10. Proxy votes

10.1.

10.2.

Any action or decision which may betaken e e s e e e e e e ®
EEEEEEEEEE  EEEEEEEEEEEEEEEEEEEEEEERN,
EEEEEEEEEEEEEEEEEEEEEEEE.

No person may actasproxyuntihiSeE s s s s s s s EEEEEEEER
EEEEEEEEEESEEEEEEEEEEESEESEEEEEEEEEEEER
EEEEEEEEEEN/ EEEEEEEEEEEEEENEEN
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11. Actions requiring [75%] Shareholder consent by law

12.

11.1. The following actions shall not be taken withoUt m e e E e E EE EE B =
EEEEEEEEEEEEEEEEEEEEEEEEN[/S5] Y% enEnEEnE
EEEEEEEEEEEEEEEEEENN:

1111

11.1.2

11.1.3

1114

11.1.5

11.1.6

change the MOI of the Company;

passanyresolutionforsm e s -EEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEN.

buy any new business or company or make a substantial
NnvesStmMeNi e e e E e EEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSRm
EEEEEEEEEEEEEN,

approve any transaction relating to disposal of assets.

in any way change the quantity, structure,value, s s s e s m =
EEEEEEEEEEEEEEEEN  EEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEN,

change any contractual arrangementwith e s s e s e e m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEERE

Actions requiring [51%] Shareholder consent by

agreement

The following matters require the consent of Shareholders who s s s e m m m
e EE(51 ] Y% EEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEENEER:

12.1.

12.2.

12.3.

to capitalise, repay or distribute money s s e e e e e e e e EEEEE®
EEEEEEEEEEEEEEEEEEEEEEEEEEEE EEEEEER
EEEEEEEEN.

to change thefinancialyearOf s s s s s e EEEEEEEEEEEEEE
EEEEEEEEEEEEEEEEEEEEESEESEEEEEEEEEEEER
EEEEEEEN,;

topermittheregistration (m e e EEEEEEEEEEEEN )EEEEEN
EEEEEEEEEEEESEEESEEENEEEEEENEEEN,
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13.

12.4.

12.5.

12.6.

12.7.

12.8.

12.9.

12.10.

12.11.

12.12.

exceptinemergency,toappointfa s e e EEEE S EEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEER.

tosell,transfer,lease, s s e e E E EEEEEEEEEEEEEEEENNERN
EEEEEEEEEESEEEEEEEEEEEEEEEEEEEEEEEENER

otherwise thaninthenormalcourse s s e e E e E e EEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEN.

tofactorOr s e e E EEEEEEEEEEEEEEEEEEEEEEEEEN
N

to spend capital money by the Companyfor s s s s s s s s e mmmm
EEEEEEE|[EEEN]| EEEEEEEEEEEEEEEEEEEEEEN
EEEEE[EEEEEEEEEEEEEEEN]

to borrow money or incur indebtednesS, s s e e e EE EEEEEEE N
EEEEEEEEEEEEEEEEN, EEEEEEEEEEEEEEEENER
EEEEEE[EEEEN]

toconductanynewtransaction,Of e s e e EEE EEEEEEEEEEN
IIIIIII12IIIIIIII,IIIIIIIIIIIIIIIIII
IIIIIIIIIIIIIIIIIIIIII;

to appoint new auditors.

[add other matters]

Deadlock

13.1. A deadlock will occur if the Existing ShareholderS s s s s s e s e e =

13.2.

Following terms apply if a deadlock occurs:

13.2.1 the Investor will issue a notice ("DeadlocCk e s s m ") e e mm =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSRm
EEEEEEEEEEEEEEEEEEEEEEEEEEN,

13.2.2 The Investor and the Company shall s s s s s s s s s s nm =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEN EEER
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14.

15.

13.2.3 [if no agreement can be reached, the partteSa e e e e e e m =
EEEEEEEEEEEEEENE-EEEEEEEEEEEE ,BNEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
IIIIIIIIIIIIIIIII].

Company's obligations

TheCompany s s s s s S S EEEEEESEEEEEEEEEEEEEER:

14.1.

14.2.

14.3.

14.4.

14.5.

14.6.

14.7.

carry on the Business efficiently;

ensure that any decision reasonably likely to affectthe mm mm (m m =
IIIIIIIIIIIIIIIIIIIII)IIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENR,

mantaininsuranCeS E e E E E EE EEEEEEEEEEEEEEEEENRN
EEEEEEN.

buy,sellanddealatall s e e e e EEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEESEEEEEEEEEEEEEER
EEEN.

keep accurate accounts and records of the Company and the Business
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEE  EEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEERN,

deliver to each Shareholder as promptly as reasonably practicable m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEN EEER

prepare such accounts in respect of each accounting reference period
dSdlfc E E EEEEEEEEEEEEEEEEEEEEEEEEEEEEEHR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE3EER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
m .

Shareholders' obligations

15.1.

The Shareholders agree to exercise their powersinrelation s s s m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEN.
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16.

17.

15.2.

Each Shareholder undertakes with each of the others that whilst he
remainsalIIIIIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENETSRm
EEEEEEEEEEEEEEEEEN  EEEEEEEEEEEEEEEENESRm
EEEEEEEEEEENR.

Information for the Investor

InadditontO s e e EE EEEEEEEEEEEEEEEESEEEEENEENEENN:

16.1.

16.2.

16.3.

provide to any Director nominated by s s s s e e e e e e e EEEEE®
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEERNR,

before the commencement of each financial year, consult with and
explaintOIlllllllllllIIIIIIIIIIIIIIII,II
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEN,

providetotheInvestorthe s e e e e e EEEEEEEEEEEEEEES
EEEEEEEEESEEESEEEEEEEEN/EEEEEEEEEEEEN]

Existing Intellectual Property

17.1.

17.2.

17.3.

17.4.

Schedule[l]Of e e EEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEENEEEEEEEEEEEEENENN.

Nothing in this agreement shallpreventa s s s s s s s s s s e EE N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
EEEEEEEEEEEEEEEEENE.

If any shareholder (the "IP shareholder') s s s e e e e e e e e EE
EEEEEEEEEEEEEEEEEEEEN, SESEEEEEEEEEEEN
En("EEEE")  EEEEEEEEEEEEEEEEEEEN.

In the absence of any other documented licence agreement between
the Company and the IP shareholder,the s s s e e e e e e e EEEEE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
EEEEEEEEEEEEEEEEEEEE EEEEEEEEEEEEENESR
TR RRRBERNERBER NN
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17.5. ThelP shareholdermayatany s s s s s e e e EEEEEEEEEEER
EEEEEEEE|[C|EEEEEEEEEEEEEEEEEEEEEEER.

17.6. If, on expiry of the [6] month notice period, s e e e e EE e EEEE RN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
EEEEEEEEEEEEEEEEEEEEEEN:

17.6.1 The IP shareholder shallhave noclam, s s s s s s s e mm m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRm
m .

17.6.2 The IP shareholder grants whatever licence to the Company as
is necessary to enable the CompanytO s s s , se s mm®
EEEEEEEEl EEEEEEENE-EEEEEEEEEEENESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEN.

17.6.3 All otherdeemed licencesshall s s e s , s e e e e e EEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEENENER
m.

17.6.4 The Company will acknowledge thatit s s s s s s s e s mm =
EEEEEEEEEEEEEEEEEEEN EEEEEEEEEESR
EEEEEEEEEEEEERE.

18. New Intellectual Property

18.1. Each shareholder understands that whilst associated with the
Company,hemaydiscover O s s e e e e EEEEEN . EEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENETSRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
EEEEEEEEEEEEEEEEEEEEEEEN:

1811 dohisutmosStiO E e e E E EEEEEEEEEEEEEENEEERN
EEEEEEEEEEEEEEEEENEEEEEENENNER,

18.1.2 infformtheCompany s s s s e e e EEE EEEEEEEEEEN
EEEEEEEEEEEN;

18.1.3 provide to the Company whatever full code, passwords,
specification, s s e , EEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
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19.

18.2.

18.3.

18.4.

To make this effective each shareholder now undertakes to do
WhateveriSIllIIIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
HE.

If Intellectual Property owned by a shareholder and used by the
Company with his permission, is incorporated iNtO e e e e e e e E m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
Al EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEE N EEEEEEEEEEEEEEEN EEEEEESR
EEEEN.

This paragraph does not apply to Intellectual Property created by m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEER.

Assets introduced by a shareholder

19.1.

19.2.

19.3.

19.4.

19.5.

This paragraph does not apply to Intellectual Property.

Theassetslistedunderthe s e e e e EEEEEEEEEEEEEEEER
EE’ EEEEEEEEEEEEEEEEEEENEN.

This paragraph appliesto those assetsandalsO s s s s s e s E E &
EEEEEEEEEEEEEEEEEEEEE EEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEE.

Unlessaclearintentionofgfif s m e e e e e s , seeeeseEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEN.

Each Shareholder, who has permitted his assets of any description m =
EEEEEEEEEEEEEEEEEEEEES  EEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEN EEEEEEREN:

1951 islmitedtO s e e e EEEEEEEEEEEEEEEEEEEENEN
EEEEEN;
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20.

21.

19.5.2

19.5.3

prohibitsreproduction e e e e EEEEEEE N , EEEEEEEN
EEEEEEEN;

shall terminate atanytme s s e e e e EEEEE EEEEEEE
EEEEEEEEEEEEEEEEEE[EEEEEEEN]

Assets and Intellectual Property introduced by the
Investor

If at any time the CompanyusesanyassetOf s e e e e EEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEE.

Confidentiality

21.1. The parties are aware that they will each have accesSstO s s s m m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEN . EEENRHE

21.2.

2111

21.1.2

21.1.3

not remove or copy or allow anyone else to copy from any
documeni, s EEEEEEE , EEEEEEEEEEENEEEENRN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
EEEEEEEEEEEEERNEN,

in respect of any part of the Confidential Information of the
other,fromtodayunti s s s e e e e EEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEED EEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
EEEEEEEEEEEEEEEEEEEEEEEERE.

complywiththelaws s s s s s e s, s n , EEEEEEEN
EEEEEEEEEEENN.

This paragraph does not apply to disclosure:

21.2.1

madewiththeconseNnt e e e e E E EEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEENN.
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22.

23.

21.2.2 of information or knowledgewhich e s s e e e e e e e mm®m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
HE.

2123 asmaybe s s s e e e E SN EEEEEEEEEEEEEEENEEN
EEEEEEEEEEEENEN.

Dividend policy and procedure

22.1.

22.2.

22.3.

22.4.

22.5.

The Shareholdersshall s s e e e e EEEEEEEEEEEEEEEEER
EEEEEEEEEEENN.

Divdendsshall bEe s s e e e EEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEENEN.

)-

A dividend must not be declared unlessthe DirectorS e s s s e e m m m
EEEEEEEEEEEEEEEEEEEEEEE  EEEEEEEEEEETSRN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETHE

No dividend shall be paid until the annual accountS e s e e e e e =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRN
II[IIII]IIIIIIIIIIIIIIIIIIIIIIIIIIII.

Provided the Directors act in good faith, they do not incur any liability m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEE-EEEEEEENE.

General provisions relating to shares

23.1.

No party shallassign,mortgage, s s s s , s e e EEEEEEEEN, NN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEN:

23.1.1 after [date]; or

23.1.2 by completion of the business for which the Investor s m m m m
IIIIIIIIIIIIIIIIIII[IIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEN]
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24.

AND/OR

23.2.

23.3.

23.4.

23.5.

23.1.3 withoutthepriorwritten e e e e EEEEEEEEEEEEEEEEN
[80] Y% ememEEEEEEEN.

A Shareholder may freely dispose of some or all of his shares to [his
SpOUSGOI’IIIIIIIIIIIIIIIIIIIIIIIIIIII,II
EEEEEEEEED EEEEEEEEEEEEEEEEEEEEEEEENESRm
IIIIIIIIIIIIIIIIIII/IIIIIIIIIIIIIIII
IIII/IIIIIIIIIIII,IIIIIIII].

The Investor may dispose of all or any of its shareS, s s s e e e m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEENE.

A Shareholder may at any time transfershareSa s s s s e e e s E E ®
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEE.

No transfer shall be accepted and / or registered by s s e e e e e m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEN.

Exit provision: co-operate to find buyer

Itisaconditionofthisagreement s e s e EEEEEEEEEEEEEEEN-N
EEEEEEEEEEEEEEEEEEEEESEESEEEEEEEEEEEEEER

24.1.

24.2.

24.3.

sellthewholeof thE e e EE EEEEEEEEEEEEEEEEEEEER
EEE[EEEN | EEEEEEEEEEEN;EEEN

procure some other avenuewherebhy s s s s e e e e e EEEEEEE N
EEEEEEEEEEEEEEEEEEEEEEEEEEE EEEHRN

procure some other avenue whereby any Shareholder may dispose of
hisshareSai e e e EEEEEEEEEEEEEEEEEEEENEEEENN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSR
IIIIIII[IIII],IIIIIIIIIIIIIIIIIIIIIII
EEEEN.
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25. Share sale by single shareholder

25.1.

25.2.

25.3.

25.4.

25.5.

In this paragraph:

"Sale Notice" meansanoticegveN e e e e e EEEEEEEEE
EEEEEEEEEN, S NN EEEEEEENEEEN
EEEEEEEEEEEEN, EEEEEEEENEEEN
EEEEEEEN.

"Sale Price" EEEEEEEEEEEEEEEEEEEEEEENR
EEEEEEN.

"Sale Shares" EEEEEEEEEEEEEEEEEEEEEEENR
EEEEEEEEEEN.

If a Shareholder (the "Seller”) wishestosellallor s e e e e e e e m E ®
EEEE Nl EEEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
El EEEEEEEEEEEEEEEEEEEN:

25.2.1 the number and classes of Sale Shares;

2522 theSalePriceper s e, s EEEEEEEEEEEEEEENER
EEEEEEEEEEEEEEEENNER,

25.2.3 whether any third party has indicated a willingness to buy the =
EEEEEEEEEEEEEEEEEEEEEEESEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEENRN,

25.2.4 theidentity of any suchthirdpartyand (s s s s s s s s s m =
EEEEEEEEN)EEEEEEEE(ENEEN)EEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEN,;

25.2.5 all other terms relating to the proposed transaction.

25.2.6 conformationthatthe e e e E E EEEEEEEEEEEEEEERN
EEEEEEEEEEN.

If the Seller asserts thatthe SalePriceiSaE s s s s e e EEEEEEEE
H, EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENESRm
IIIIIIIIII/IIIIIIIIIIII.

TheSaleNoticeshall b e s e s e EEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEENEN.

The Sale Notice shall not be revocable exceptwith e s s e e e e e m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
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25.6.

25.7.

25.8.

25.9.

25.10.

25.11.

25.12.

25.13.

Promptly after the Sale Notice is received, the Directors shall send a
COpyOfIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
EEEEEEEl EEEEEEEEEEEEEEEEEEEEEEEEEENESRm
EEEEEEEEEEEEEEEEEEEEEEEEE.

A Shareholder wishing to accept any or all of the shares offered to him
shall give writtennoticEeOf e e e EEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEN[Z2] |EEEEEEEEEEEEEER
EEEEEEEEEEEESEEEEEEEEESEEEEEEEEEEEEEER
N . EEEEEEEEEEEEEEEEEEEEEESEEEEEEEEENEEEN
EEEEEEEEEEEEEEEEEN.

If such noticeisnotreceived by s s s s s e e [2] |emnnm,
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN

A notice of acceptance shall be irrevocable and shall give rise tO m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEENR EEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEE.

The Sale Shares shall be sold free from all chargesand with e s s m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENESR
EEEEEEEEEEEEEEEEEEEEEEEEEEE.

In exchange for the Sale Price, the Seller shall delivertoeach m m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
IIIIIIII(IIII)IIIIIIIIIIIIIIII.
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26.

“Tag-along” right

26.1.

26.2.

26.3.

26.4.

26.5.

26.6.

26.7.

EEEEEEEEEEEEEEEEEEEEEEENEEEEEEEEEEER
[51]% emeeeeen("eeEE" ) S EEEEEEEEEEEEENENEN
EEEEEEEEEEEEEEEEEEEEEEE (‘eeEn’),EEEEEE
EEEEEEEEEEEEEEEEEE('EEEEEEEE)EEEEEEN
EEEEEEEEEEEESNEEEEEEEEEEEN.

EEEEEEEEEEEESEEEEEEEEESESEEEEEEEEEEEEER
EEEEEEEEEEEE (EEEn'EEEE-EEEEEEER)EEEE
EEEEEEEEEEEN, SESEEEEEEEESEEEEEEENEENEEEN
EEEEEEEEEEEEEEEEEEEEEEEEN EEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEN, EEEEEEEN
EEEEEEEEEEEE/EEEEEEEEEEEEEEEEEEEEENEEN
EEEEEEEEEEEEEN]

IIII30IIIIIIIIIIIIIIIIIIIIIIIIIIII,I
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE-EEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEENR  EEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEEERm
EEEEE-EEEEEERER.
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27. *“Drag along” right

27.1.

27.2.

EEEEEEEEEEEESEEEEEEEEESEEEEEEEEEEEEEER
[51] Y% e EEEEEEEEEEEEEESEEEEEEN-EEEEEEN
EEEEE-EEEEEEEE (EEEE'EEEEEEEE)EEEEEEN
EEEEEEEEEEEEEEEEEEEEESEESEEEEEEEEEEEER
EEEEEEEEN, EEEEESEEEEEEEEEEEEEEEEENEEEN
seenEn (‘EEEE-EEEEEEE RN’ )EEEEEEEEEEEEEER
E(EeEe"'EEEE-EEEEEEEN ' )EEEEEEEEEEEEEER
EEEEEEEEN, EEEEESEEEEEEEEEEEEEEENEEEEEN
EEEEEEEEEEEESEEEEEEEEESEEEEEEEEEEEEEER
N,

27.2] mEEEEEEEEEEEEEEEEEEN EEEEEEEEEEN
EEEEEEEEEEEEN, EESEEEEEEEEEEEEEEER
EEEEEEEEEN-EEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEN (EEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEN
EEEEEEEEEEER)

27.2.2 vote his shares in favour of that transaction;

2723 EEEEEEEEEEEE(EEEEEEEEEENEN)EENEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEENEENER
EEEEEEEEEEEEEEEEEEEEEEEEEEEENEENER
EEEEEN,

2724 EaEEEEEEEEEEEEEN, EEEEEEEN EEEEEN
EEEEEEEEEEEEEEEEEEEEEENEENEEEEEEEER
EEEEEEEEEEEEEEEEEEENEEEEEENEN.

28. Procedure after transfer

28.1.

EEEN, EEEEEEEEEEEN, EESNEEEEEEEENEENEN,EN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEN EEENEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEE[5] Y EEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEN, EEEESEEEEEEEN:

261.] mEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEERN
EEEEEEEEEEEEEEEEEEEEENEEEEEEENEEERN
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29.

28.2.

28012 EEEEEEEEEEEEEEEEEEEEEEEEEEEN EEHN
EEEEEEEEEEEEEEEEEEENEEEENEENEEENEEENEN
EEEEEEEENEEEEEEENNR,

28601, 3 EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEEEEEEENEEEEEEENEENER
EEEEEEEEENEEEEEEEEEEEEENN,

2814 mmEEEEEEEEEEEEEEEEEEEEEEEEEEEENERN
EEEEEEEEEEEEEEEEEEEENEEEEEEENEENERN
EEEEEEEEENEEEEEEENEEEEEEENN,

2815 EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
, IHNE NN EEEEEEEEENNN,

2816 EEEEEEEEEEEEEEEEEEEEEEEEEEEN,EEHN
B, EEEEEEEEEEEEEEEEEENEN,;

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEN, EEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
IIIIIIIII(IIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETER
IIIIIIIIIIIIIIIIII).

Restrictions on Shareholder after transfer

Each Shareholder agrees that:

29.1.

29.2.

IIIIIIIIIIIIIIII[IIII]IIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEE EEEN ,EEEN . EEEEEEETHm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEEEERm
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30.

29.3.

29.4.

29.5.

29.6.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
IIII[IIII,IIIIIIII,IIII]IIIIIIIIIIIII
EEl, EEEEEEEEEEEEEEEEEEEEEEEN EEEEEETER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEN,

IIIIIIIIIIIIIIII[IIII]IIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEE  EEEN , EEEN . EEEEEEETHRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEENEN,

Shareholder's continuing rights and obligations

30.1.

30.2.

302] S EEEEEEEEEEEEEEEEEEEEEEEEEEEENER
EEEEEEEEEEEEEEEEEEEEENEEEEEEENEENER

3022 EEEEEEEEEEEEEEEEEEEEEEEEEEEEEENER
EEEEEEEEEEEEEEEEEEEEENEEEEEEENEENER
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31. Transfer of shares on death or incapacity

In this paragraph:

the death of a Shareholder; or

mxmnmnnm?2002.

31.1.

31.2.

31.3.

31.4.
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32.

31.5.

31.6.

31.7.

31.8.

315 ] s EEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEE (EEEEEEEEEEEEEEEEEEEEEEEEENEEN
EEEEE)EEEEEEEEEEEEEEEEEEEEEEEENEEN
EEEEEEEEEEEEEN{aEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEN;NER
]

3152 s EEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEN,EEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEENER.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEE?  EEEEEE
EEEEEEEEEEEEEEEEEEEEEEEEEN EEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE?2 mEE
A, EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
HE.

EEEEEEEEEEEEEEEEEEEEEEESEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEN EEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEESEESEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEnEnnmnmnn[90]
Y EEEEEEEEEEEEEEEN.

Transfer of shares on bankruptcy

32.1.
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321.] am e e EEEEEEEEEEEEEEEEEEEEEEEEEENRN
EEEEEEEEEEEEEEEEEEEEEEEEN]

3212 s EEEEEEEEEEEEEEEEEEEEEEEEEEENER
EEEEEENERN;

32].3 SR EEEEEEEEEEEEEEEEEN, EENEEEEEEENER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEN EEEEEEEEEEEEEEEEEEEENEN
EEEEEEEEEEEENEN,;

3214 seEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEN  EEEEEER
EEEEEEEEEEEEN EEEEEEEEEEEEEEEN,N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEN.

33. Lifeinsurance provision

33.1. In this paragraph:

(e EEEEEEEEEEEE | EEEEEEEN]|
EEEEEEEEEEEN | EEEE[EEEE]

(EeEEEEEEEEEEEEEE | EEEEEEEE]|
EEEEEEEEEEEN | EEEE[EEEE]

(EeEEEEEEEEEEEEEE | EEEEEEEE]|
EEEEEEEEEEEE|EEEE[EEEN]
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34.

33.2.

33.3.

33.4.

33.5.

33.6.

33.7.

33.8.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEN/ EEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
IIIIIIIIIIIIIIIIIIIII(IIII)IIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
HEENE.

(IIIIIIIIIIIIIIIIIIIIIIIIIIII)IIIIII
EEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEENEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEER.

The Sum shall be payable to the Beneficiaries.

Publicity
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35.

36.

Conflict with the MOI

35.1.

35.2.

Miscellaneous matters

36.1.

36.2.

36.3.

36.4.

36.5.

36.6.

36.7.
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368, EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEN-EEEN.

It shall be deemed to have been delivered:

EEEEEEEEEEEEEEEEEEEEEENEEEEENNEEENEN:
EEEE /2 EEEEEEEEEENN;

EEEEEEEEEEEEEEEN-EEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEE-EEEE . EEENZ2/EEEEEEEEEEEEEENEN
EEEEEEEN-EEEEEEEEEEEEEEEEEEENEEEEN
EEEEN. [ EEEEEEEEEEEEEEEEEEEEEEEENR
EEEEEEEEEN-EEEN . EEEEEEEEEEEEEEEN,
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEN]

36 EEEEEEEE , EEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEN.

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

Signed by [full name], an Existing Shareholder:

Signed by [full name], an Existing Shareholder:

Signed by [full name], an Existing Shareholder:
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Signed by [full name], duly authorised on behalf of [DEF], the Investor:
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Schedule 1: Existing IP owned by IP shareholder

[IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII]
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Schedule 2: Ownership of assets used by the Company

31 © Andrew Taylor and Net Lawman Ltd



Schedule 3: Letter of instruction to accountants for
valuation

On the letterhead of the company
To: [Bloggs accountants]

Dear Sirs

Shares valuation - this company

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII[
IIII]%IIIIIIIIIIIIIIIIIIII.

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. EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
EEEEEEEEEEEEEEEEEEEEEN.

2. EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEEEETR
EEEEEEEEENR.
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10.

11.

12.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
IIIIIIIIIIIIIIIIIIIIIIIIII,[IIIIIIIIIIII
%),

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
IIIIIIIIIIIIIIIIIIIIIIIIIIIII/IIIIIIII,I
EEEEEEEEEEEEEEEEEEEEEEEEEEEEENEE.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETR
IIIIIIIIIIIIIIIIIIIIIIIIIIIII,IIII/IIIII
EEEEEEEEEEEEEEEEEER.

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

EEEEEEEEEEEN, EEEEEEEESEEEEEEEEEEEEEEEEER
EEEEEEEEEE (EEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEESEEEEEEEEEEEEENEN
EEEEN)
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Yours faithfully,
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Explanatory notes:

Shareholders' agreement: professional investors

General notes

1. Although all matters relating to the structure and management of a company
must stay within the framework provided by the Act, this agreement is
comparatively unregulated. It is therefore open to you to make whatever
arrangements you wish. The starting point for this agreement should therefore
bea"'wisShese s " EEEEEEEEEEEEEEEEEEEN EEEEEEEN
IIIIIIIIIIIIIIIIIIII,IIIIIIII!

2. The agreement provides for special terms likely to be required to protect the
interest of what we have named an "Investor”. Therearet WO s s e e e m &
EEEEEEEEEEEEEEEEEEEEEEEN:

2.1. The existing shareholders want to continue to control the company
fully, so the investor takes a small shareholding (10%7?) and lends a
sum of money likely to be significant. In this case the investor is
concerned mainly to be able to use his minority shareholding to protect
his substantial loan, attend meetings, be entitled to reports and
accounts, appointa nominated directorand s s s s e e e m . e EE N
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEENESR

2.2. The investor takes a large shareholding because the purpose of the
deal, for him, is to see capital appreciation in the value of his shares.
He probably lends money too. If the investor holdSs e m m m m m m m 25
oM EEEEEEEEEEEEEEEEEEEEEEEEEEEEENEN.

2.3. The investor has over 50% of the voting shares. In that case, he is in
fulcontrol s e e e EEEEEEEEEEEEEEEEEEEN.

Whatever the relationship between the proportion of shares and the amount of
any loan (may be no loan) the details are for the negotiation e s e e e s =
EE D EEEEEEEEEEEEEEENERN.

3. The transfer of shares is an 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 she has
difficulties in her private life, or wishes to live elsewhere, or has other pressing
financial interests, or wishes to give shares to her children; a shareholder may
dieorbecomebankrupt. AR S EEEEEEEEEEEEEEEEEEEENEEN
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Before you can discuss the detail of this document, everyone involved should
talk about the “exit strategy”. We can advise confidently that there will be a
disputeatsome s s s, EEEEEEEN , EEEN, EEEN, EENEEEEN.

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

Important: A company's MOI may restrict the right of a member to transfer her
shares and may require her, in specified circumstances, to offer her shares for
sale. Normally, such provisions would prohibit her from transferring her shares
to an outsider at a given price unless existing members have been given an
opportunity to purchase the shares at the same price and such remaining
members have refused to purchase the shares. Where the MOI contain such
aprovisioneitherthec s s s EEEEEEEEEEEEEEEEEEEEENEENEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
I-IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII(IIII).

What we can do in this document is to give you ideas on how to minimise your
disputes by advance agreement. Sadly, neither you nor we know what
problems will arise. You cannot stop bad things from happening, but you can
provide as best you can. Thatiswhatwetrytodoine e e e 25e e m . n m
EEEEEN EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEENE.

Other issues you should address are:
6.1. What if the buying shareholder has no money?

6.2. What if one of the shareholders is indispensable to the business, so
thatifhegoeS, s s e e e e e EEEEEEEEEEEER"?

Paragraph specific notes

Notes following the numbered paragraphs

1.

Definitions

It is our policy to limit the number of definitions to the bare minimum.
Occasionally we do provide long definitions, not because they are important to
the meaning of the document but so that anyone sighningthe s s e s e e mm =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEENE.
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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 mE ®
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN BEEEHN
Emmm!

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. Itisimportant s s e s , s e e e EEEEE N
EEEEEEEEEEEEEEEEEEEEEEEEEE.

The second part provides for a list of relevant documents. We advise you to
besurethatyouinClude s s e EEEEEEEEEEEEEEEEEEEEEEER
m .

Shareholders' details

In providing shareholder details, we assume the company has been formed
and shares issued. If that is not the case, this agreement may be drawn in
advance and datedthesamedayOr s s e e e e e e EE E N EEEEEEEEN
EEEEEEEE(EEEN)EEEN.

Completion

This is little more than a reminder to shareholders that they need to pay up for
their shares and complete the formalities of minutes, and so on. The Act
provides that minutes should always be kept. However, this will not be
enforcedorcriticisedunti s s e e EEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEER.

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.ltisthereforeimportani e e e e EEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEE.

Special voting rights

The Act assumes that every company has a large number of shareholders. It
provides that a motion is carried when the appropriate proportion (usually
51% or 75%, of those members "present and voting" vote in favour. However,
if there are only four shareholders and one is on holiday, it would be all too
easytocallameetinm e e e EEEEEEE N , EEEEEEEEEEEEEEN
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To avoid that issue, we have provided that any motion relating to anything
mentioned in this agreement shall be decided only by a real majority. That is
tosay,theguyswhO s s s e e e e s " EeE e "' EEEEEEEEEEEEEER
EEEEEEEEEEEEERE.

Remember however, that good modern MOI allow for meetings to take place
via telecoms software even if the participants are scattered over the whole
world. A shareholder willalsobe "present' s s s s e e e e EEEEEEEEERN
EEEEEEEEEEEEEEEEEEEEEER.

Appointment and removal of Directors by Existing Shareholders

In a small, private company it is usual for every shareholder to also be a
director. We have provided for that. If a shareholder does not wishto be m m =
EEE NN EEEEEEEEEEEEEEEEEEEEEEEEEEEER.

We have included an important provision for a shareholder with a very small
holding of shares to be excluded from the power to appoint a director. You
may think this is unnecessary right now, but consider a situation where a
shareholder mightdieand hissharesSe s s s e e e e e e EEEEEEEEREN.
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
m .

As you would expect, it is reasonable to provide for a shareholder to lose his
right to appoint a director when he sells his shares. However, you also need
to cover the possibility that a shareholder may mischievously decide to sell
most of his shares, keeping just one or more. That means he would still be
entitled e e EEEE S EEEEEEEN EEEEEEEN EEEEEEEENN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR

To prevent this, we have provided that the right to appoint a director is
removed when a shareholder no longer holds a given percentage of shares.
Wehavesuggested5%, butitm e e e e e EEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEEE.

Remember that the actual appointment or removal must take place within the
framework of the Companies Act, thatis, by s s s s s s e e s s e e s e Enm
EEEEEEEEEER.

Appointment and removal of nominee Director by Investor

This paragraph provides a framework within which you can decide what you
willallowtoaninvestor. YOURE E E E E E EEEEEEEEEEEEEEEENEN.
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10.

11.

Duties of Directors

The identity of the directors is an obvious requirement. It is good practice to
specify areas of responsibility. The details of thetermsof s e e e e e e m =
EEEEEEEEEEEEEEEEEEEEEERE.

It is certain that shareholders will not see each other's roles in the same light.
You may wish to set out precise allocation of specific duties so that it is clear
that only Joan looks after the Australian branch or only John buys steel. It also
preventsoneshareholder-direCtOr s s s e EEEEEEEEEEEEEEEEEN
EEEEEEEEER . EEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEENE.

Proxy votes

The law requires that you enable proxy voting. Itisvery s s s s s s s s s m =®
EEEEN.

The question of absence through holidays or sickness is often overlooked. It

is likely that the MOI 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 parties
willreferony NneE s s s s s s sEEESEEEEEEEEEN EEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEN.

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 tOm e e m m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

The law has not prescribed any period for proxy notice nor allow the company
to fix a notice period. The proxy canbeappointed s s e e e e e e EEEEE N
EEEEEEEEER . EEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEN EEEEEEEEEEEEEEEN . sEEESSemmmmmnm2008.

We suggest leave it as is.
Actions requiring [75%)] shareholder consent by law

This and the following paragraph are importantand s s s s s s s s EEE = =
EEEEEEEEEEEEEEEEEEERE.

This paragraph deals first with the "special resolution percentage - 75 %" m =
EEEEEN, EEEEEEEE'EEEEEEEEEEER".

Special resolution percentage - 75%
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12.

13.

14.

A special resolution is supported by at least 75% of the voting rights of
shareholders. However,the ActprovideS e s s e s e e e EEEEEEEEEE
EEEEEEEEEEEEEEEnnnnennnnnnnnnnnnnni0%mn
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

In any event the minimum percentage for s s s e e e EEEEEEEEEEER
mmmnmnnb6l%.

If you have not changed threshold in your MOI then you should leave 75% as
is.lnthatcaSE a e e EEEEEEEEEEEEEEEEEEEEEEEEENENER
H. . EEE Nl EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETRmR
EEEEEEEEEER.

List of matters

In setting out these points, we are merely reminding all shareholders s m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEmE
EEEEEEEERN.

Actions requiring [51%] shareholder consent by agreement

The default position is that shareholders who collectively own more than 50%
of the voting shares can do almost anything without reference to the opinion m
EEEEEEEEEENR EEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEE.

You can set the percentage that you want and list the decisions that you want.
You could include personal use of company jet or whetherdogS e s s mm m =
EEEEEEEEEEE NS EEEEEEEEEEED EEEEEEEEEEEETERN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
EEEEEEEEEEEEEEEEEEEER.

Deadlock

Lawyers have devised ways to set up elaborate provisions to deal with
deadlock. They do not work. If two parties have equal power, there is no way
the law can prefer one against the other. The best way to resolve a dispute is
bymediaton. s s s s s s EEEEEEEEEEEEEN , EEEEEEEENENER
H. . EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEE N EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEsEnnmnmmnmnb50:50.

By all means edit as you require.

Company's obligations
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15.

16.

17.

The company and the shareholders are parties. Although the company can
act only through its directors, it does have a separate legal identity. In the
event of suspected fraud ora dispute, itiSEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEENEE EEEEEEEEEEEEEEEE.
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
EEEEEEEEl EEENR  EEEEEEEEEEEEEEEEEEEEEEEETERN
HENE.

Of course, because the company can act only through its directors, it means m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEE.

EditfreelysoastoinClude s s s s e e e e SR EEEEEEEEEEEEEN.
Shareholders' obligations

This provision is intended to prevent a shareholder fromactinge s s s e m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

Edit as you require.
Information for the Investor

It is likely that the investor will have specific requirementsaSE s e e e E E E &
EEEEEED EEEEEEEEEEEEEEEEEEEEEEEER.

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
maybetoexplotapatent, s s s e e EEEEEEEEEE N EEEEEEEEN
EEEEEEEEEEN, EEEEEEEN EENEN, EEEN EENEN, EENEEN
EEEEEE ' EEEE ' EEEEEEEEEEEEEEEEEEEEEEEEENEN
EEEEEEEEEEEEEEEEN.

As new shareholders are brought in (and this agreement is required) IP
ownership records become lost or ignored. At some stage, either the IP
owner,orsomeother------lllll------lllll------
EEEEEEEl EEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
EEEEEEEEEEEEEEEEEEEEEEEN.

This paragraph provides a route through the maze. The ideal provision is not
one that needs to be in this agreement at all. It is to identify essential IP and
make sure the owner eitherassignsitiOE E e E EEEEEEEEEEEEEEN
EEEEEEEEEEEER EEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
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18.

19.

20.

21.

Every binding agreement must be for value (consideration). It is quite
acceptable if thatvalueisverylow - s s s s s s S S . EEEEEEEEEEEN,
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
EEEEEEEEN.

Although the assumption here is for the IP owner to continue to allow the
companytousehiSIPe s e e EE SN , EEEEEEEEEEEEEENEEENER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEER.

New intellectual property

The scope and potential value of intellectual property is very wide. It is
sometimes difficult to identify, let alone track. The provisions in this agreement
are therefore thorough. As long as we do not know todaywhat s s s s s m m =m
EEEEEEEEEEEEEEEEEEEN  EEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEE . EEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

Assets introduced by a shareholder

Over time, shareholders tend to introduce physical assets for use in the
company. It might be a picture to hang on the office wall, or an old desk.
Later, arguments ariseoverownership. s s s s s s s EEE EEEEEEEEE
EEEEEEEElD EEEEEEEN EEEEEEEEEEED EEEEEEESR
EEEEEEEN EE NN  EEEEEEEEEEEEEEEEEEEEEEEEETERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER.

This paragraph grants a formal licencetothe s e e e e e e e e EEEEEEE
EEEEEEEEEEEEEEENE.

Assets and Intellectual Property introduced by the Investor

This is simple statement to avoid any doubt to use any asset or intellectual
property----------------.------------------
EEEEEEEEEEEEEEEEEEEEEEEEEE.

Byallmeansedis s s s s s s s EEEEEEEEEEENN.
Confidentiality

It is for the parties to decide whether they think this provision is appropriate.
This happens where software, customer lists, and designs creep out of the
busineSSE e E N . EEEEEEEEEEEEEEEEEEEEEEEEEEEENNR
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22.

23.

24.

25.

Dividend policy and procedure

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
dividendshall s s s e s s e s . se s, EEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE-BmN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER.

The usual way to provide for an outside shareholder s s s e e e e e e E R E N
EEEEEEEEEEEEEEEEEEEEEEEEEEEN.

Payment of a dividend must accord with tax law and the Companies Act, S46.
The tax element relates in part to the availability of profit out of which a
dvidendmaybe s s s s . s S SEEEEEEEEEEEEEEENEEEEEEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
E Bl EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEERE.

General provisions relating to shares

This is a menu of matters you will include or delete or edit as you decide. In
any small private company, the eternal fear is that a substantial shareholder
will give her shares to her child or children who will then "interfere” in the
managementOfllllllll.IIIIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEE'EEEEEEEn'EEEE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
EEEEEEEEEEEEEEEEEEEEEEEEE . EEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEED EEEEEEEER.

Exit provision: co-operate to find buyer

You can decide nowexactywhatwill s s s s s s s s s s s e sseEEEE®
EEEEEEEEEEEE NN NN NN NN NN EEEEEENEEEEEEEN
EEEEEEEEEEEEN-EEEEEEEEEEEEEEEN.

Practically, we advise that you do not bind yourselves to a drastic termination
Un|eSSIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII.III
HE, EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESRm
E Bl , EEEEEEEEEEEEEEEE  EEEEEEEEEEEEEEEEEETSRm
IIIIIIIIIIIII.IIII?IIIIIIIIIIIIIIII,IIII
EEEEEEEEEEEEEEEENE.

Share sale by single shareholder
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26.

27.

We have provided in detail for a right of pre-emption in the event that a

shareholderwisheS e s e e EEE N EEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEE EEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEl EEEEEEEEEEEEEEEEEEEEEEEN . EEEEEEERE
EEEEEEEEEEEEEEEEEEEEE-EEEEEEEEEEEEEEEETERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERN.

The downsideisthatthec s e e e EEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER"
EmmEm".

Thedraft E s e EEEEEEEEEEEEEEEEEEEEEEEENEEEEENNER
EE.

"Tag-along" right

ThiSISEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEENEN
N

Large shareholder agrees sale of controlling interesttO a s e e e e e e m . m m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE-EEERm
EEE Nl EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEER.

We have suggested 51% as the appropriate trigger for this provision, because
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
IIIII,IIII51%,IIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEEE EEEEEEEEEEE  EEEEEEEEEEEEEEEERE
EEEEEEEEEEEE-EEEEEEEEEEEEEEENE-EEEEEEEER.

To an Investor, however, an abilitytosellhiSe s s s s e s e s e e e EE N
EEEEEEEEEEEEEEER . EEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEE EEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEN.

"Drag along" right

This provision is activated when a seller has found a buyer who is interested m
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEN . EEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENE.BE
EEEEEEE  EEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEENR . EEEEEEEESR
EEEEEEEEEEEEEEER.
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28.

29.

30.

It provides that the (majority) selling shareholder s s s e e e e e e e e EEE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEER . EEEEEEEEEEEEEEEEEEESR
EEEE'EEEE-EEEEEEER"

However, we have also provided thatthereshallbe s s s e e e e s -EmE ®
EEEEEEEEEEEEEEEEEEEEEEEEEENEEE . EEEEEEEEESR
EEEEEEEEEEEEEEEEEE’EEEEEEEEEEEEEEEEENEER
EEEEEEEEEEEEEEEEEEEEEEEEEEEE.

fyouwiSh e e e EEEEEEEEEEEEEEEEEEEEN EEEEEEEEEN
EEEEEEEEEEN.

Procedure after transfer

It is not unknown for a shareholder with a grievance to retain a small number
ofshares,--------------------,------------,-
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE _EEHN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEED EEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEN.

ThereisnoreasonwhyyOU R e e EEEEEEEESEEEEEEEEEEEEEEN
EEEEEEEEEEEE NN NN NN NN NN NN EENEEEEEEEN
EEEEEEEEEEEENEEEEEENEENEN.

The extent of these provisions is a matter of choice. If colleagues fall out, m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE _EEHN
EEEEEEEEEEEEEEEEEEEEEEEEEEEED EEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEE N EEEEEEEEEEEEEEEEEEEEEEEEEENEER.

Restrictions on shareholder after transfer

The carefully chosen wording of these restrictions is necessary to withstand
the general proposition that an agreement "in restraint of trade" s s s s m m =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSRN

Shareholder's continuing rights and obligations
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31.

It is almost impossible to devise a deal whereby all shareholders are treated
equally because at the momentwhenonedecideSa s e e e EE N e EEE N
EEEEEEEEEEEEEER . EEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEE . EEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
EEE N, EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
EEEEEEEEEER EEEEEEEEEEEEEEEEEEEEEEEEEESR
.

Transfer of shares on death or incapacity
Therearc e e e e EEEEEEEEEEEEEEESEEENEEEENNENENER:

First, probate law will take precedence over anything you say here. Second, A
PRisalsoboundbythelaw s s s s s s s s s s S EE EE N , EEEEEEEEN
EEEEEEEEEEEEEEEEEEEN EEEEEEEEEEEE'EEEE"Hm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEN
EEEEEEEEEEEEEEEEN . 'EEEEEEEE'EEEEEEEEEEEER
EEEN EEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEER
BN, EEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEER
EEEN.

APRiscompelledtocarryout s s s e e e S , S EEEEEEEEEEEENEN
EEEEE, EEEEESEEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEE-EEEEEEEEEEEEEEENN.

In practice,aPRwillusualy s s s s - s s s s s eSS EEEEEEEEEEEE
-EEEEEEEEEEEESEEEEEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEESEEEEEEEEESEEEEEEEEEEENEN.

This provision is intentionally precise and thorough because s s s s e e m m ®
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
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 =
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
. A EEEEEEEEEEEEEEEEEEEEE  EEEEEEEEEEEENETSRmR
IIIIIIIIIIQO%IIIIIIIIIIIIIIII.IIIIIIIIII
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEl EEEEEEEEEEHRm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSRN
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32.

33.

34.

35.

36.

Transfer of shares on bankruptcy

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

made,declarina s s e e e EE N EEEEEEEEEEEEEEEEEENENR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEETSRN
EEEEEEEEEEEEEEEEEEEEEEEEEENEEE . EEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEm
EEEEEEEEEEEEEEEEEEE  EEEEEEEEEEEN . EEEEEETERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEE.

However, the shareholders can agree with each other as to how they buy m =
EEEEEEEEEEEEEEEEENR  EEEEEEEEEEEEEEEEEEEERm
EEE N EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERm
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEERE
EEEEEEEEEEEEEEEEEEEER.

Inourexperience,atrustece iNEEEEEEEEEEEEEEEEEEEENENEN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEEEEN . EEEEEEEEEEEEEEEEEEEN.

Life insurance provision

This paragraphmay bedeletedif s s s s e s s EEEEEEEEEEEEEEE
EEEEEE ' EEEEEEEE"'EEEEEEEEEEEEEEEEEEEEEEEN
EEEEEEEEEEEEEEEEEEENEN.

Publicity
We have no comment.
Conflict with the MOI

ASStatedllll,IIIIIIIIIIIIIIIIIIIIIIIIIIIII
EENE.

Miscellaneous matters

A number of special points. We have identified each of these as important to
EEEEEEED EEEEEEENEEEEEEEEEEEEEEEEEEEEEESR
EEEEEN EEEEEEEEEEEEEEE EEEEEEEEEEEEEEEERm
EEEEEEEEEEEER , EEEEEEEEEEEEEEEEEEEEEEEEN .EHE
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEERE.
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Letter to accountant - valuers

All good thingscometoanend. The " s e s " EEEEEEEEEEEEEER
EEEEN EEEESEEEEEEESEEEEEESEEEEEEEEEEEEEN,N

1.

Thevaluationmethod e e e s e E EEEEE N EEEEEEEEEENEN
EEEEEEEEEEEEEEEEEEENEN.

No matter what you put in the letter, or what valuation method you
ChOOSG,IIIIIIIIIIIIIIIIIIIIIIIIIIIIIII
EEEEEEEEEEEEEEEER . EEEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEED EEEEEEEEEEEEEEEESR
EEEEEEEEEEEEEEEEEEEEEEEEEED . EEEEEEESR
EEEEEEEl EEEEEEEEEEEEEEEEEEEEEEEEEENESRm
EEEEEEEEEEEEEEEEEEEENEENE.

Remember, you are instructingthe s s s s s s s s e e e EEEEEEE
BN EEEEEEEEEEEEEEEEEEEEEEEEEEEENEEEEEN
EEEEEEN, EEESESEEEEEEEEEEEEEEENEEN.

Remembertoo,thatthere s e e e E E E EEEEEEEEEEEEEERN
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEER
EEEEEEEEEN.

End of notes
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	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
	Shares valuation - this company
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	■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ;
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	■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	OR
	Please make your valuation on the following assumptions:
	Yours faithfully,
	Shareholders' agreement: professional investors
	Whatever the relationship between the proportion of shares and the amount of any loan (may be no loan) the details are for the negotiation ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	Before you can discuss the detail of this document, everyone involved should talk about the “exit strategy”. We can advise confidently that there will be a dispute at some ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ , ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ .
	There are also some important preliminary decisions relating to who does what, how the whole deal terminates, and what happens when ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	Notes following the numbered paragraphs
	It is our policy to limit the number of definitions to the bare minimum. Occasionally we do provide long definitions, not because they are important to the meaning of the document but so that anyone signing the ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	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. For example, most directors will be employees. It is important ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	The second part provides for a list of relevant documents. We advise you to be sure that you include ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	In providing shareholder details, we assume the company has been formed and shares issued. If that is not the case, this agreement may be drawn in advance and dated the same day or ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ( ■ ■ ■ ■ ) ...
	This is little more than a reminder to shareholders that they need to pay up for their shares and complete the formalities of minutes, and so on. The Act provides that minutes should always be kept. However, this will not be enforced or criticised unt...
	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 ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	The Act assumes that every company has a large number of shareholders. It provides that a motion is carried when the appropriate proportion (usually 51% or 75%, of those members "present and voting" vote in favour. However, if there are only four shar...
	To avoid that issue, we have provided that any motion relating to anything mentioned in this agreement shall be decided only by a real majority. That is to say, the guys who ■ ■ ■ ■ ■ ■ ■ ■ " ■ ■ ■ ■ " ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	Remember however, that good modern MOI allow for meetings to take place via telecoms software even if the participants are scattered over the whole world. A shareholder will also be "present" ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	In a small, private company it is usual for every shareholder to also be a director. We have provided for that. If a shareholder does not wish to be ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	We have included an important provision for a shareholder with a very small holding of shares to be excluded from the power to appoint a director. You may think this is unnecessary right now, but consider a situation where a shareholder might die and ...
	As you would expect, it is reasonable to provide for a shareholder to lose his right to appoint a director when he sells his shares. However, you also need to cover the possibility that a shareholder may mischievously decide to sell most of his shares...
	To prevent this, we have provided that the right to appoint a director is removed when a shareholder no longer holds a given percentage of shares. We have suggested 5%, but it ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	Remember that the actual appointment or removal must take place within the framework of the Companies Act, that is, by ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	This paragraph provides a framework within which you can decide what you will allow to an investor. You ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	The identity of the directors is an obvious requirement. It is good practice to specify areas of responsibility. The details of the terms of ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	It is certain that shareholders will not see each other's roles in the same light. You may wish to set out precise allocation of specific duties so that it is clear that only Joan looks after the Australian branch or only John buys steel. It also prev...
	The law requires that you enable proxy voting. It is very ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	The question of absence through holidays or sickness is often overlooked. It is likely that the MOI 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 ...
	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 law has not prescribed any period for proxy notice nor allow the company to fix a notice period. The proxy can be appointed ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■...
	We suggest leave it as is.
	The default position is that shareholders who collectively own more than 50% of the voting shares can do almost anything without reference to the opinion ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	You can set the percentage that you want and list the decisions that you want. You could include personal use of company jet or whether dogs ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	Lawyers have devised ways to set up elaborate provisions to deal with deadlock. They do not work. If two parties have equal power, there is no way the law can prefer one against the other. The best way to resolve a dispute is by mediation. ■ ■ ■ ■ ■ ■...
	By all means edit as you require.
	The company and the shareholders are parties. Although the company can act only through its directors, it does have a separate legal identity. In the event of suspected fraud or a dispute, it is ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	Of course, because the company can act only through its directors, it means ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	Edit freely so as to include ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	This provision is intended to prevent a shareholder from acting ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	Edit as you require.
	It is likely that the investor will have specific requirements as ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	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 patent, ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	As new shareholders are brought in (and this agreement is required) IP ownership records become lost or ignored. At some stage, either the IP owner, or some other ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ...
	This paragraph provides a route through the maze. The ideal provision is not one that needs to be in this agreement at all. It is to identify essential IP and make sure the owner either assigns it to ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	Every binding agreement must be for value (consideration). It is quite acceptable if that value is very low - ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	Although the assumption here is for the IP owner to continue to allow the company to use his IP ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	The scope and potential value of intellectual property is very wide. It is sometimes difficult to identify, let alone track. The provisions in this agreement are therefore thorough. As long as we do not know today what ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	Over time, shareholders tend to introduce physical assets for use in the company. It might be a picture to hang on the office wall, or an old desk. Later, arguments arise over ownership. ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ...
	This paragraph grants a formal licence to the ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	This is simple statement to avoid any doubt to use any asset or intellectual property ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	By all means edit ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	It is for the parties to decide whether they think this provision is appropriate. This happens where software, customer lists, and designs creep out of the business ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	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 ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	Payment of a dividend must accord with tax law and the Companies Act, S46. The tax element relates in part to the availability of profit out of which a dividend may be ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	This is a menu of matters you will include or delete or edit as you decide. In any small private company, the eternal fear is that a substantial shareholder will give her shares to her child or children who will then "interfere" in the management of ■...
	You can decide now exactly what will ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ - ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	Practically, we advise that you do not bind yourselves to a drastic termination unless ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ...
	We have provided in detail for a right of pre-emption in the event that a shareholder wishes ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ...
	The downside is that the ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ " ■ ■ ■ ■ ".
	The draft ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	This is ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ :
	Large shareholder agrees sale of controlling interest to a ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ - ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	We have suggested 51% as the appropriate trigger for this provision, because ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ 51 %, ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	To an Investor, however, an ability to sell his ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	This provision is activated when a seller has found a buyer who is interested ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ,...
	It provides that the (majority) selling shareholder ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ " ■ ■...
	However, we have also provided that there shall be ■ ■ ■ ■ ■ ■ ■ ■ - ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ? ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	If you wish ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	It is not unknown for a shareholder with a grievance to retain a small number of shares, ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	There is no reason why you ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	The extent of these provisions is a matter of choice. If colleagues fall out, ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	The carefully chosen wording of these restrictions is necessary to withstand the general proposition that an agreement "in restraint of trade" ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	It is almost impossible to devise a deal whereby all shareholders are treated equally because at the moment when one decides ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	There are ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ :
	First, probate law will take precedence over anything you say here. Second, A PR is also bound by the law ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ " ■ ■ ■ ■ " ■ ■ ■ ■ ■ ■ ■ ■ ■...
	A PR is compelled to carry out ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ - ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	In practice, a PR will usually ■ ■ ■ ■ - ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ - ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	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 ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■...
	However, the shareholders can agree with each other as to how they buy ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	In our experience, a trustee in ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	This paragraph may be deleted if ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ " ■ ■ ■ ■ ■ ■ ■ ■ " ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	We have no comment.
	As stated ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ .
	A number of special points. We have identified each of these as important to ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ , ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ . ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ...
	Letter to accountant - valuers
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