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Business
Owners: The
Importance of
Shareholders’
Agreements

Whether it’s a family owned business or one owned by unrelated individuals, for private
companies with multiple shareholders, a shareholders’ agreement can be an important tool
for maintaining a healthy relationship between the owners.
A shareholders’ agreement outlines individuals’ expectations, serves to minimize the potential
for conflict and provides a mechanism to resolve disputes. Generally, it covers any or all of the
following three areas:
Ownership – This can be one of the most important provisions of an agreement, especially if
you don’t want to end up in business with your business partner’s spouse or kids. An
agreement may restrict shareholders from encumbering or transferring shares without the
consent of other shareholders and outline the procedures that must be followed on a thirdparty sale or a buyout of existing shareholders. The agreement may also discuss the
procedures to follow upon the death, bankruptcy, disability, inactivity/retirement or marital
breakdown of a shareholder.
Management – Particular business decisions such as the purchase or sale of certain assets
or hiring/firing of key employees could be required to have unanimous or majority shareholder
approval. Employment terms for the shareholders may also be documented, as well as
restrictions imposed on their business activities outside of the company.
Financing – An agreement may address the method and terms by which the company can
obtain additional funds and also how the retained earnings of the company will be used in
situations such as repaying loans or declaring dividends.
Prior to implementing any shareholders’ agreement, we recommend consulting with a legal
and tax advisor.

Dekker Hewett Group
Canaccord Genuity Wealth Management
609 Granville St., Vancouver, BC, V7Y1H2
T: 604.699.0852
E: dhginfo@canaccord.com
www.dekkerhewettgroup.com
CANACCORD GENUITY WEALTH MANAGEMENT IS A DIVISION OF CANACCORD GENUITY CORP., MEMBER-CANADIAN INVESTOR PROTECTION FUND AND THE INVESTMENT INDUSTRY REGULATORY ORGANIZATION OF CANADA
This newsletter is solely the work of the author for the private information of clients. Although the author is a registered Investment Advisor at Canaccord Genuity Corp., this is not an official publication of Canaccord Genuity Corp. and the author is
not a Canaccord Genuity Corp. analyst. The views (including any recommendation) expressed in this newsletter are those of the author alone, and are not necessarily those of Canaccord Genuity Corp. The information contained in this newsletter is
drawn from sources believed to be reliable, but the accuracy and completeness of the information is not guaranteed, nor in providing it do the author or Canaccord Genuity Corp. assume any liability. This information is given as of the date
appearing on this newsletter, and neither the author nor Canaccord Genuity Corp. assume any obligation to update the information or advise on further developments relating to information provided herein. This newsletter is intended for
distribution in those jurisdictions where both the author and Canaccord Genuity Corp. are registered to do business in securities. Any distribution or dissemination of this newsletter in any other jurisdiction is prohibited. The holdings of the author,
Canaccord Genuity Corp., its affiliated companies and holdings of their respective directors, officers and employees and companies with which they are associated may, from time to time, include the securities mentioned in this newsletter.
The preceding information is for general information only and does not constitute tax advice. All investors should consult with a qualified tax accountant.
Tax & Estate advice offered through Canaccord Genuity Wealth & Estate Planning Services.
FOR DISTRIBUTION IN CANADA ONLY

