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Scope of Agreement

> o 2R 20 B etk Agreement between the shareholders of a company
> L 1 Protect the shareholders’ interest

> oK 8 & L | £ Beneficial both to minority and majority
shareholders

> A B % Relationship between the shareholders

> B2ods Mokt €& {oF * hR P Specific, important and practical

rules relating to the company
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1. ¥ 3k 47 %

Scope of Agreement
> 4t v o> @ 42 Complement the company s articles

> A engp ¢k %32 Additional protection to shareholders
> gL e g ¥ vk Pre-agreed exit strategy

> 2 & 4& Tag along right

> 5 & 4# Drag along right

> '8 %% Element of privacy
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Scope of Agreement
Shareholder power 3% & 74§ #
> & % ¢ «np ¥ & ¥ Day-to-day running - board of directors
> A #8745 Decisions require shareholders’ approval
> # F Investment

> o @ g 38 eh 3 333 %) The type of business the company will run

PR, M EFEEERL R

Slz’M’E HOLDERS

The management of the company, i.e., the KIGHTS

composition of the board of directors and

any committees
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Scope of Agreement

> &4 g i Dividend policy

> 7 7 Frk 8 3 | Issue of new shares and admission of new

shareholders
» 4 i 28 Transfer of shares
> F #1541 Anti-dilution mechanism
> & B Deadlock
> 3£ -] 3% . Minority shareholder protection

> ¢ ik- 3 £ B F £ Further financing needs of the company
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Terms of Shareholders’
Agreement

ERZ R F R HEF] Management and right to be a director
? 2 > 7 enp ¥ 7% Manage the company’s day to day business

2> & F 42 Avrticles of association

3. & f# 1| Shareholders’ rights

1

>

>

> & 53k Shareholders’ agreement
>

> % ix§ ¥ Appointment of director
>

521 2 & ¢ 72 Involved in the management of the company
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Terms of Shareholders’
Agreement

HARRE T €7 7 - A "HRMIER DIER O ZEZART A
ERARRE S EAF A TR PR RS E o g
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Shareholders' agreements will frequently have a “supremacy clause” which
provides that in the event of a conflict between the agreement and the articles

of association, the provisions of the shareholders' agreement would prevalil.

However, in all other cases, the articles of association normally prevail.
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2. 1% 5 4 Information rights

> & ¥ Director— % % *73 % 4 94 4| management of company right to

review all information

> 3% % Shareholder — 3 *X1 & j& ¥ % 4 limited access to information
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Terms of Shareholder
Agreement /

3. 3£ % L Minority protection

> ¥ = /A Major decision, i.e. financing and investment ( &]: % & F
&2 HF)
> 2 & 4# Tag along rights
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Terms of Shareholders’
Agreement

4, %3+ % L Majority protection

D F A T B HE e/ 4L f Founder(s) of a company to

retain a majority of the shareholding and/or voting right

» 5 & 48 Drag along rights
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Terms of Shareholders’
Agreement

» & i 3% Ordinary resolution >50%

> #Fu|;4-3% Special resolution >75%
§ == & % 4% Alteration of the articles of association

* L :x= @ LA Change of the company’s name

o 5 o #3K A Reduction in the share capital of the company etc.
<A A R BEE p FEEARS S P F 4 The majority

shareholder cannot simply pass a resolution by itself to alter the

articles of association of the company

> Lo Ag i - T #EcEp Expenditure above a certain amount

> JLE & F A Disposal of material assets

> o A& e 4 % it Change in the company’s principal business

> %2 - £ F £ Further financing through equity
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Terms of Shareholders’
Agreement

5. 3F-F vk /%> Exit Strategy / Transfer of shares

&R L B e 01 8 A > Must first offer to the other
remaining shareholders
Share Price & i
H % "% i Fixed Price
« — R & 2 3% Pre-agreed formula
e JBb= % jdndependent expert

K18 = ¥ % = 2 Then to third party
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6. i % Default

> 3p T o & F#Jr ¥ 7% Prejudicial to the company’s reputation and business

> w3 K 48 3% > Sale of Shares to existing shareholders

> i F AR o P F 20 2 4 2_Default of any provision of the
shareholders’ agreement or the articles of association

> A # Insolvent

> J® ;& Commission of crime
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7. & & Deadlock

> B (s -7 4? Final decision ?

> ér_:};] T_PF R N f2/4-% & Resolve the deadlock within a specified time
> T pE Buying out

» = ¢ % Liquidate the company
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oo

% Confidentiality

7 ¥ 1% % Trade secrets

¥

= 7 H List of customers
Mk 78 5 H List of suppliers

& ¢ T H  List of Subcontractors

ﬁ:u

7 p 78 Listof projects

vV V Vv Y V V

785 H i penig* 2% 5 Notuse or review for other purpose
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Terms of Shareholders’
Agreement

9. 3% 4 ¥ Dividends policy
> FliE & % VS i&- # 4 3 Sharing of profit VS further investment

» . i» % %] Class of shares
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Terms of Shareholders’
Agreement

10. 3£ i & Non-Competition clause

>l B RA LA RT T RF LB ART L B gL
A minority requests majority not to engage in any business operations
or investment in other similar businesses

> FEF PP RE LG PRS- R
While holding shares in the company and for a period after ceasing to
hold such shares

» % = Clients

> V& B Employees
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Terms of Shareholders’
Agreement

11. f#;+-% 3% Dispute resolution

> =i # Choice of law

> ¥ £Z4# Jurisdiction S s o
@) [e]®)/\®]e)
> # # Arbitration = L[(%?]J == n @!
o o oo T
O™ A =

B &8 B 4
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2 22 K 543k F1#E Harder to amend shareholders’ agreement
> %89 4 F & All shareholders to agree

% :z o 7 % 42 Amending the articles > 75%
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Design of Shareholding
Structure

B2k % Scenario

David and Emily hold Company A running a retailing business and own an
office premise in Hong Kong. Company A is considering to launch a new
product line in co-operation with Company B and to explore Japan market
with Company C.

How to arrange corporate structure?

David fe Emily ;}é?"); ADPEdg
SPL Ry REBAF £ TR AAT
ATB H-o
&rf?%’;}é&;}g?;g,}#?
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David Emily

e

Subsidiary A1 Subsidiary A2 Subsidiary A3 Company B Subsidiary A4 _

Property
i.e. office

Main Business Company X Company Y

Project X Project Y
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Disclaimer

AFTF ARG N F IR E - LG L A F R R aEEFE  HASrfR o AF T
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The all contents herein are provided for general informational purposes only, and may not reflect
current legal developments, verdicts or settlements. Any information contained herein should not
be construed as legal advice and is not intended to be a substitute for legal opinion on any
subject matter. No recipient of contents herein (whether clients or otherwise) should act or
refrain from acting on the basis of any contents herein without seeking the appropriate legal or
other professional advice on the particular facts and circumstances at issue from a lawyer

licensed in the recipient’s region, country or other appropriate licensing jurisdiction.
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HZ R The End .....
Z 4 Thank you /
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