
WRITING A SHAREHOLDERS AGREEMENT ISSUES

What to Think about When You Begin Writing a Shareholder Agreement so that if an issue comes up, you can turn back
to the shareholder agreement to.

Basically, the agreement is how the business will be structured , and it is the foundation on which the business
will grow. One alternative is simply to set down a statement of intention. We believe that it is quite possible to
draw it yourself, provided that you use a good template as a basis such as our own. Common problem areas
include the following: Directors -v- members Whenever some shareholders also known as members are
directors and others are not, there will be potential for conflict. In your business there may also be precise
actions about which a minority would like to be consulted. Somebody suggested that we should have a
shareholders' agreement. This document is often by and for shareholders, outlining certain rights and
obligations. Whether loss of status is voluntary as for example retirement or involuntary contrast discipline
and disability may be a consideration where, for example a management corporation is or is contemplated to
be separate from the professional practice or where it has a role to play in a larger plan for the shareholders.
Please do let us know. We have 5 steps. However, provisions that prevent the transfer to certain specific
classes of people may be contentious. Remember that the income tax impact of such a transaction to the
insolvent shareholder is of little or no concern. For example, you cannot simply stop Bill from voting a certain
way. This clause states that if a shareholder decides to sell or transfer his shares to an outside party, he must
give the details of the sale to the corporation and allow the corporation and remaining shareholder s to match
the offer of the outside party and purchase the shares. You do not want the original shareholders to find that an
outside entity has come in and purchased shares, only to wreak havoc with the existing shareholders. This is to
ensure clarification of what parties originally intended; if disputes arise as the company matures and changes,
a written agreement can help resolve issues by serving as a reference point. Adam, Bill and Colin decide that
they want decisions to be made unanimously. A shareholder-director may be able to make decisions that aren't
reported to other shareholders. A return, through dividends or capital returns, may occur from the start of the
investment, if the client is buying into an existing business which is operating profitably. The issue of loss of
status, particularly the right or qualification to carry on a profession or trade, is of particular concern to
shareholders of corporations whose business is or is related directly to the carrying-on of a profession. While
rights of first refusal have been used for this purpose in the past, this technique may not be appropriate for
owner-managed or other closely held corporations, whose shares are not very marketable given the size,
business, or other characteristics of the corporation, or the relevant concern of other shareholders about their
own financial resources and about with whom they may be forced to carry on business. You can pay dividends
quarterly, every six months, or once a year. In addition, this agreement should be very specific regarding the
actions any officers or shareholders can take in the name of the corporation. One approach I have used was to
set out how different types of stalemates would be resolved, rather than taking a single approach to all types of
deadlock. When you want to make sure that the business stays in the family, you have to provide ways for this
to happen in a shareholder agreement. But they need to set clear boundaries with the directors. The new deal is
exciting with limitless upside. It should describe how the business will be run, how problems between
shareholders will be handled, and clarify the responsibilities and benefits of each shareholder. It is a
foundation on which to build a solid business, and it will protect the interests of everyone involved if it is
written correctly. In this agreement, you will also name any officers of the business and determine who is
going to be a managing shareholder. What to Include What's included in a shareholders' agreement depends on
the purpose of the agreement, but a typical one might provide the answers to such questions as: who can be a
shareholder; who can serve on the board of directors; what happens if one of the shareholders becomes
disabled or dies, files personal bankruptcy, resigns, retires or is fired; how much shares of stock are worth;
whether the corporation will be required to purchase the shares of a shareholder who's leaving; and how much
will be paid for the purchase of such shares. Here you set forth the reasons for entering into the agreement and
the goals to be accomplished by the agreement. An alternative, subject perhaps to specified minimum
percentage on the minority side of the issue, would be to permit or require the majority to acquire the interest
of the minority in the corporation on a formula basis which is determined with or without regard to the impact
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that the third party offer might have on the value of the shares; the object in this instance being to allow the
majority to carry on with their plans without the risk of shareholder dissent remedies impeding them but also
enable the minority shareholders to take what advantages may be available to them under the ITA. Restricting
who can inherit or purchase shares in a corporation protects each shareholder. Intellectual property Intellectual
property in particular can often have huge value to a business, but little "worth" on a balance sheet. Key
Takeaways A shareholders' agreement is an arrangement among a company's shareholders that describes how
the company should be operated and outlines shareholders' rights and obligations.


