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Why you need Unanimous Shareholders Agreement

You and a friend or business associate have or are incorporating a company for your new business venture. Everyone is excited about all of the wonderful things that you want to accomplish and on the success of your business. No one is thinking about one of you dying, getting divorced, having a disagreement over more money needed for the business or how to run the business. Unanimous shareholder agreements can set out the mechanisms for dealing with these and other situations that may arise.

The following is a summary of some the types of situations that can be dealt with in a unanimous shareholders agreement:

· You no longer get along with the other shareholder(s) of the corporation and you either want him out of the business or you want out of the business yourself.

· The other shareholder dies and leaves all of his shares to his wife and children, with whom you do not wish to be involved in the business. Conversely, the widow(er) may not want to remain involved in the deceased spouse’s business.

· Your fellow shareholder becomes disabled or otherwise incapable of participating in the business.

· You wish to retire.

· Your fellow shareholder’s spouse ends up with some shares as part of their divorce settlement.

· Your fellow shareholder who owns a majority of the shares moves to California and the corporation loses its status as a Canadian Controlled Private Corporation and the tax advantages that go along with it.

· Your fellow shareholder has received an offer to purchase his shares from a third party.

· Your fellow shareholder gets into financial trouble and his shares in the corporation are transferred to a bank, a trustee in bankruptcy or to another party with whom you do not want to be in business.

· You need additional cash to fund new product development, take a product to market, buy new computer equipment or for any other purpose but your fellow shareholder cannot provide his share of the additional cash that is required.

· There are a variety of different ways that these types of issues can be addressed in a unanimous shareholders agreement. We would be pleased to work with you and your accountant to structure a unanimous shareholders agreement that works for you and your fellow shareholders.

