SAMPLE Buy-Sell Agreement for Your Company, Inc.


Buy-Sell Agreement


Agreement executed this _______ day of ____________ between John Doe, of 123 Address, City, STATE, Sam Smith, of 123 Address, City, State and Jane Doe, of 123 Address, City, State, called the “Shareholders,” and Your Company, Inc., a STATE corporation with offices at 123 Address, City, STATE, called the “Corporation.”  All other definitions are in Exhibit “A”.

Recitals


A.
John Doe, Sam Smith and Jane Doe are the sole shareholders of the Corporation, owning 5000 Shares each.


B.
The Shareholders are to be actively engaged in the conduct of the business of the Corporation, and it is contemplated that success or failure of the corporate enterprise will at all times depend in large measure on the personal abilities of the Shareholders.


C.
There is not now, nor is there likely in the future to be a substantial market for the Shares of the Corporation.


D.
For the foregoing reasons, the parties desire to provide:  for the purchase by the Corporation or the remaining parties of the stock of any party desiring to sell the same; for the purchase by the Corporation or the surviving parties of the stock of a deceased party; for the purchase by the Corporation or the remaining parties of the stock of a party that becomes Totally Disabled; and for the purchase by the Corporation or the remaining parties of the stock of a party who is Terminated For Cause.


In consideration of the mutual covenants set forth, the parties agree as follows:

Section 1

Stock Transfer Restricted


No Shareholder shall transfer, pledge, assign, or encumber all or any part of his or her stock holdings in the Corporation except as provided in this agreement.

Section 2

Legend on Shares


The Secretary of the Corporation shall endorse the following legend on each stock certificate prior to its delivery to a Shareholder: 


“The shares of stock evidenced by this certificate may not be transferred, pledged, assigned, or encumbered except in accordance with the terms of a buy-sell agreement dated __________, a copy of which is on deposit with the President of the corporation.”

Section 3

Inter Vivos Repurchase


In the event any Shareholder desires to sell, transfer, or otherwise dispose of all or any part of his or her Shares in the Corporation, he or she shall deliver written notice of such desire to the Corporation and to each Shareholder, specifying the number of Shares he or she desires to dispose of.  On receipt of such notice, the Corporation may, if agreed to in writing by the unanimous vote of all the Shareholders, to the extent it is permitted to do so by law, buy, and the Shareholder shall sell to the Corporation the number of Shares set forth in the notice at the place and on the terms set forth in Paragraphs 8 and 9 below.

Section 4

Repurchase on Death of Shareholder

On the death of any Shareholder, the Corporation shall, if not prohibited by law from doing so, buy, and the executor, administrator, or personal representative of the deceased Shareholder will sell to the Corporation, all of the Shares owned by the deceased Shareholder at the time of his or her death at the price and on the terms set forth in Paragraph 8 and 9 below.

Section 5

Repurchase on Shareholder Becoming Totally Disabled


Upon any Shareholder becoming Totally Disabled, the Corporation may, as determined by the unanimous vote of the other Shareholders, if not prohibited by law from doing so, buy, and the Totally Disabled Shareholder (or his or her guardian, representative or agent holding a valid Power of Attorney) will sell to the Corporation, all of the Shares owned by the Totally Disabled Shareholder at the time of becoming Totally Disabled at the price and on the terms set forth in Paragraph 8 and 9 below.

Section 6

Repurchase on Shareholder Being Terminated For Cause


Upon any Shareholder being Terminated For Cause, the Corporation may, as determined by the unanimous vote of the other Shareholders, if not prohibited by law from doing so, buy, and the Terminated Shareholder will sell to the Corporation, all of the Shares owned by the Terminated Shareholder at the time of becoming Terminated For Cause at the price and on the terms set forth in Paragraph 8 and 9 below.

Section 7

Shareholders’ Option


If the Corporation is prohibited by law from buying any of the Shares offered for sale to it, then each of the other Shareholders shall have the option to buy, and the offering Shareholder shall be obligated to sell to each, a proportion of such stock equal to the ratio of the number of Shares owned by such Shareholder to the total Shares owned by the remaining Shareholders (excluding the seller), and if a Shareholder is unable or unwilling to buy the proportion of stock allotted to him or her, the other stock holders shall have the right to buy the balance in a similar ratio. The purchase price for such stock and the terms of sale shall be as set forth in Section 8 and 9 below.

Section 8

Price and Terms of Sale


The purchase price shall be:  

(A)
the Internal Established Value in the case of inter vivos transfers, on the date of delivery to the Corporation of the notice specified in Section 3 above, divided by the total number of Shares issued and outstanding, multiplied by the number of Shares to be transferred;

(B)
the Internal Established Value in the case of transfers occasioned by the death of a Shareholder, on the date of death, divided by the total number of Shares issued and outstanding, multiplied by the number of Shares to be transferred;

(C)
the Internal Established Value in the case of transfers occasioned by a Shareholder becoming Totally Disabled, on the date of such Shareholder becoming Totally Disabled, divided by the total number of Shares issued and outstanding, multiplied by the number of Shares to be transferred; and

(D)
50% of the Internal Established Value in the case of transfers occasioned by a Shareholder being Terminated For Cause, on the date of such Shareholder being Terminated For Cause, divided by the total number of Shares issued and outstanding, multiplied by the number of Shares to be transferred.


In the event of any disagreement among the parties, their executors, administrators, personal representatives, or any of them with respect to the determination of the Internal Established Value of any of the Shares to be purchased, the Internal Established Value shall be computed in accordance with this section by an independent certified public accountant selected by the Corporation, and this computation shall be final and binding on the Corporation and each of the Shareholders and their executors, administrators, and personal representatives.  The cost of such accounting shall be born equally by the parties unable to reach agreement.


It is understood that the purchase price, determined as set forth above, shall be the value of the purchased Shares for all tax purposes.  In the event such value is later increased by any federal or state taxing authority, any tax liability resulting from such increase shall be borne by the selling Shareholder or his or her executor, administrator, or personal representative, as the case may be.


The purchase price shall be payable by the Corporation in a lump sum within ninety (90) days following the valuation date as set forth above, or in the case of a purchase from a Shareholder Terminated For Cause, in five (5) equal annual installments of principal, beginning thirty (30) days after the valuation date, with no interest on the unpaid balance.

Section 9

Delivery of Certificates


Certificates for all Shares sold, properly endorsed to the Corporation or purchasing Shareholder(s), as the case may be, shall be delivered to the purchasing party (or parties) by the seller not later than the date of the lump sum purchase price payment or first installment payment, whichever first occurs. Thereafter, the selling Shareholder, or his or her estate, shall cease to be a Shareholder of the Corporation with respect to such Shares.

Section 10

Corporation To Maintain Insurance


To insure or partially insure its obligation under this agreement to purchase from the estate of a deceased Shareholder the Shares owned by such Shareholder prior to his or her death, the Corporation has purchased, and shall continue in force by timely payment of premiums, the policies of insurance covering the lives of each of the Shareholders summarized in Exhibit “B”, which is attached and incorporated by this reference. In the event any Shareholder ceases to be a Shareholder of the Corporation or reduces his or her holdings of the Shares of the Corporation, by voluntary transfer or otherwise, the Corporation shall, as appropriate (in its absolute discretion), terminate or procure a proportionate reduction in the face amount of insurance outstanding on the life of such Shareholder, and in the event any Shareholder increases his or her holdings of the Shares of the Corporation, the Corporation shall procure and maintain additional insurance on the life of such Shareholder proportionate to the increase in the holdings of such Shareholder.

Section 11

Obligation of Corporation as to Transfer of Shares


In no event shall the Corporation sell, transfer, or otherwise dispose of any of the Shares of the Corporation, including any Shares repurchased by it pursuant to this agreement, to any person or entity until such person or entity has become a party to this agreement and is bound by its provisions.

Section 12

Amendments; Waiver of Agreement


This agreement may be amended or altered by execution of a written agreement duly authorized by corporate resolution and signed by all the parties to it, and any of the Shares subject to this agreement may be disposed of by any Shareholder to the Corporation or to any other person without regard to the terms of this agreement on the written consent of a majority of the Corporation’s board of directors and each of the Shareholders.

Section 13

Notices


Any notice required to be given pursuant to this agreement shall be sent, and shall be considered to have been delivered on the date when sent by prepaid United States registered or certified mail, return receipt requested, properly addressed to the party to receive it, as follows:  notices to be sent to the Corporation shall be addressed to it at the address above, attention of the President; notices to be sent to the Shareholders shall be sent to them at their addresses as shown on the Corporation’s stock records unless a different address has been designated in writing.

Section 14

Binding Effect


This agreement shall bind, and unless inconsistent with its provisions, shall inure to the benefit of the executor, administrator, or personal representative, and the heirs and assigns of each of the Shareholders.

Section 15

Applicable Law


This agreement is executed and is to be performed in STATE, and shall be governed by and construed in accordance with the laws of the State of STATE.

Section 16

Headings


The headings appearing at the beginning of the sections contained in this agreement have been inserted for identification and reference purposes only and shall not be used in the construction and interpretation of this agreement.

Section 17

Integration


This agreement is the complete and exclusive statement of the agreement between the parties, which supersedes all proposals or prior agreements, oral or written, and all other communications between the parties relating to the subject matter of this agreement.

Section 18

Severability


If any provision of this agreement is declared by a court of competent jurisdiction, or by an arbitrator, to be invalid, illegal or unenforceable, such provision shall be severed from this agreement and the other provisions shall remain in full force and effect.

Section 19

Successors and Assigns


This Agreement shall inure to the benefit of and be binding upon the parties hereto and their respective successors and permitted assigns.

Section 20

Negotiation, Mediation and Arbitration of Disputes

The parties will attempt in good faith to resolve any controversy or claim arising out of or relating to this agreement promptly by negotiations between the parties who have authority to settle the controversy.

STEP 1

The disputing party shall give the other parties written notice of the dispute.  Within thirty (30) days after receipt of said notice, the receiving parties shall submit to the others a written response.  The notice and response shall include (a) a brief statement of each party’s position and a summary of the evidence and arguments supporting its position, and (b) the name and title of the executive or agent who will represent that party.  The parties (or their representatives) shall meet at a mutually acceptable time and place within thirty (30) days of the date of the disputing party’s notice and thereafter as often as they deem reasonably necessary to exchange relevant information and to attempt to resolve the dispute by negotiation.

STEP 2

If the matter has not been resolved by negotiation, or if the parties receiving the notice of dispute will not meet, any party may initiate mediation of the controversy of claim.  The American Arbitration Association in CITY, STATE (“AAA”), will arrange a meeting of the parties and/or their counsel and commence administration of the mediation.  AAA will assist the parties in selecting a mutually acceptable mediator.  The rules governing the mediation will be those of AAA then in force, unless the parties, by mutual agreement, modify them.  The mediation will be scheduled within fourteen (14) days of its initiation.  The parties may agree to extend the time for invoking the mediation.

STEP 3

If the matter has not been resolved pursuant to mediation within thirty (30) days of the initiation of such procedure, or if either party will not participate in a mediation, the controversy shall be settled by binding arbitration administered by AAA.  In no event will the mediator in STEP 2 serve as an arbitrator in STEP 3.  The rules of the arbitration will be those in use by AAA, unless the parties agree otherwise.  The arbitration shall be governed by the United States Arbitration Act, 9 U.S.C. Sections 1-16, and judgment upon the award rendered by the Arbitrator(s) may be entered by any court having jurisdiction thereof.  The place of arbitration shall be CITY, STATE.  The arbitrator(s) are not empowered to award damages in excess of actual damages, including punitive damages.

All deadlines specified in this Article may be extended by mutual agreement.

The procedures specified in this Article shall be the sole and exclusive procedures for the resolution of disputes between the parties arising out of or relating to this agreement.  All applicable statutes of limitation shall be tolled while the procedures specified in this Article are pending.  The parties will take such action, if any, required to effectuate such tolling.

IN WITNESS WHEREOF, this agreement is executed at _______________________ on the date first written above.

SHAREHOLDERS:




CORPORATION:








Your Company, Inc.

____________________ (SEAL)


____________________

Sam Smith 




By:  Sam Smith, President

____________________ (SEAL)


[Corporate seal]

Jane Doe








Attest: ____________________

____________________ (SEAL)



John Doe, Secretary

John Doe
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Exhibit “A”

Definitions
For purposes of this agreement, the following terms shall have the corresponding meanings:





1.
Internal Established Value.  The Internal Established Value of the Company will be the fair market value of the company, as determined by the following formula:


The preceding twelve (12) months of revenue multiplied by 1.25.

The monthly revenue will be derived by using the financial records of the Corporation as prepared by its regularly employed certified public accountant.  The Chart of Account entries named Consulting Revenue and Subcontractor Consulting Revenue will contain the monthly revenue for the Corporation.

The Shareholders will verify and signoff on the Internal Established Value of the Corporation on a quarterly basis.  The Internal Established Value can be modified by unanimous vote of the Shareholders.

2.
Shares.  The term “Shares” shall mean all shares of the common stock, no par value, of the Corporation now owned or subsequently acquired in any manner by the parties.

3.
Terminated For Cause.


See Owner Employment Agreement.
4.
Terminated Shareholder.  Any Shareholder who has been Terminated For Cause shall be referred to as a Terminated Shareholder.

5.
Totally Disabled.


Not able to perform normal duties and responsibilities as documented in the Bylaws 
and verfied by Your Company, Inc’s. selected physician.  

6.
Totally Disabled Shareholder.  Any Shareholder who has become Totally Disabled shall be referred to as a Totally Disabled Shareholder.

Exhibit “B”

Insurance Policies.

Insured

Company Name


Face Value*
Annual Premium

John Doe

XYZ Insurance Co. 



$1,000,000
$   1,000.00

Sam Smith  

XYZ Insurance Co. 



$1,000,000
$   1,000.00

Jane Doe

XYZ Insurance Co. 



$1,000,000
$   1,000.00

*   Denotes portion of face value of policy which the Corporation is named as the beneficiary.

DISCLAIMER

This document is provided for informational purposes only and is NOT to be relied upon as legal advice. This sample document is not a substitute for the advice of an attorney and we encourage users to have all documents reviewed by an attorney. No attorney client relationship is established by use of this document and the user is not to rely upon any information found anywhere on our site. This document is provided on an "AS IS" basis with no warranties or guaranties. If you wish personal assistance in deciding whether this document is right for you or desire representations and warranties upon the legality of the document you have downloaded, contact an attorney licensed to practice law in your state.

Initials:  JD ______; SS ______; JD ______; Corporation ______
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