Shareholders’ Agreement Questionnaire

Question

Your Reply

Notes

1. What is the
name of the company?

Please indicate if the company
is not yet incorporated (in which
case please provide the
proposed name). We would be
delighted to provide a quote for
incorporating the company if
you would like us to so.

2. Does the
company use any other
trade names?

If so, please provide
details.

3. Who are the
shareholders and what
shares do they each
own?

Please also provide the contact
details for each shareholder — it
is usual that these details are
included in the shareholders’
agreement.

4, Do you already
have a shareholders’
agreement or are there
any other
arrangements of which
we should be aware?

If you currently have a
shareholders’ agreement, it may
assist us if you are able to
provide a copy.

5. What is the
business of the
company?

6. Will
shareholders each
have the right to
appoint a director?

If so, who can they
appoint?

Please bear in mind that a
director can be removed by
means of an ordinary resolution
but subject to some specific
legal requirements in respect of
the procedure.

Sometimes, there may be a
right for an alternate director to
attend board meetings if a
particular director cannot
attend.

7. What are the
arrangements for board
meetings?

As a reminder, the key points to
consider are:

WWW.SPIRESOLICITORS.CO.UK




OPIRE

SOLICITORS*

e Will a given number or
particular directors need
to be present at board
meetings for decisions to
be validly taken?

¢ how often and when will
the board meet?

e how much notice should
be given before each
meeting?

e will a particular director
be the chairperson of the
board and will they have
a casting vote?

8. Are there any As a starting point you might

key decisions which consider the following matters:

are to be taken by the

shareholders? e changing the name or
business of the

Will these matters company;

require unanimous

agreement, the e issuing new shares;

consent of particular

shareholders, or the e entering into particular

agreement of contracts or purchasing

shareholders holding a assets over a particular

particular proportion of value;

the shares in the

company? e hiring and firing key

employees and other
personnel; and

e taking action to wind up
the company (unless it
has become insolvent).

9. Will there be a Please bear in mind that any

particular policy for arrangements for dividends will

dividends? be subject to the requirements
in the Companies Act 2006 and

If so, please provide the directors should always

details of what you have a measure of discretion to

would like to achieve. avoid potential breaches of their
legal duties.

10.  Will transfers of
shares to third parties
be permitted?
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If so, will the relevant
shareholder be required
to first offer their shares
to the other
shareholders? What
price would be payable
by the other
shareholders?

Will any specific
transfers (such as to
family members or
family trusts) be
allowed?

11. Will there be
any specific cases
where a shareholder is
required to offer their
shares to the other
shareholders?

In each of these cases
will there be any effect
on the price payable by
the other shareholders,
and what will that be?

Common events which trigger
the obligation for a shareholder
to offer their shares to the other
shareholders include:

e serious illness, loss of
mental capacity, and/or
death;

e bankruptcy;

e breaches of the
shareholders’
agreement; or;

e ceasing to be a director
or an employee of the
company.

Remember that it is usual to
draw a distinction between
“good leavers” who leave a
company through no fault of
their own, and “bad leavers”
who leave through their own
choice or because of their
conduct.

12.  Are restrictive
covenants required to
prevent a shareholder
from doing certain
things whilst a
shareholder and for a
period after ceasing to
be shareholder?

Restrictive covenants should be
carefully considered and should
be no wider than is necessary
to protect the company’s
legitimate business interests. In
our experience, a period of 2-3
years after ceasing to be a
shareholder is likely to be the
maximum period for which a
restriction is enforceable.
Careful thought should also be
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given to whether the restrictions
will be limited to a particular
geographic area where the
company operates.

13.  Will there be a Please give some thought to
Drag Along right and a when these rights will apply, as
Tag Along right which discussed above.

apply if a third party
wishes to buy shares in
the company?

14.  What will Will the shareholders accept
happen if the majority rule (based on the
shareholders cannot number of shares held), or will
agree on certain there be a specific mechanism
matters? to help resolve any deadlock?
15.  Will the

shareholders be
required to contribute
to any personal
guarantees given on
behalf of the company
if those personal
guarantees are called
in?

If so, what contribution
is each shareholder
required to make?
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