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COMMONI SOURCES OF
GOVERNANCE RULES

Articles and By-laws
Minn. Ch. 302A/322B
Common: Law.

Company: Policy or Practice

Shareholder Voting or Contrel Agreements
Employment: Agreements

Buy: Sell Agreements




BUY-SELL AGREEMENT

Can be found in bylaws, shareholder
controlfagreement, or elsewnere

Prevides fox events that give; rise to right
Or' obligation: te purchase or sell

Prevides mechanism fior determining price
Provides payment terms




FREEZE-OUT

Terminating minerity. snareholder’s employment

Jerminating minoxity, shiarehoelders: board o
Management participation

erminating minority, sharehelder's access to
Information

llerminating minerity: snarenoelder's return on
IAVEStMEnt:

Other' means as Varied as the imagdination




SOURCES OF COURT AUTHORITY

Broad equitable; authority.
s 502A.467

= 302A.751

s Common LLaw




Buyoeut Under 302A.751

Deadlock
=raud or 1liegality

Jnfairly prejudiciall conduct — reasenable
EXpectations

Corporate assets Being misapplied or
wasted — but see \Wessin




DIRECT V. DERIVATIVE

Derivative claims are; those; claims Whichi belong
directly toe the corperation, bUut WHICH canrbe
asserted indirectly, by a sharenolder;, omn benal
off the corperation Under certaini circumstances.




ASSESSING SHAREHOLDER
EXPECTATIONS

Wiitten agreements net dispositive

Contrelling sharehelder havera substantive
ebligation of faifness

Obligation off complete candor In
negotiations

s But see Berreman v. West Pub.
SAssoeciative; bargaining™




REASONABLENESS OF
EMPLOYMENT EXPECTATION

Empleyment part: off Investment?

Knewnrand accepted by other
Shalkenolders?

Shareholder misconduct or Incompetence?

Agreement specifically: providing fior
termination?

Any: capitall investment?: Or part of
COMPEensation package?




FAIR VALUE v. FAIR MARKET
VALUE

Majority/Control

H Minority




DISCOUNTS

MIReHLY Discount

s Not allowed.  Mit Prepertiesiv. CME Real
Estate; Corp.

Marketability, Discount
s Allowed! tor prevent an tnfiair Wealth transier




VALUATION DATE

“as of the date of the commencement of
the action or as off another date fiounad
equitaple by the court.™




\/aluation Formula

S the shares i question are then: subject
{0 sale and purchase pursuant torthe
Pylaws ofi the corporation . . . Unless the
court determines that the price or terms
dre unreasonablerunder all the
circumstances of the' case.




Best Means of Avoiding
Sharenolder Disputes

Clear agreements.

EXit strategy Understeod and accepted by
all.

Clearly artictiated expectations fior sharing
the benefits of ownership.

AVoId Secrecy: off compensation.




BEWARE OF CONELICT

Evans V. Blesi
Miller Waste Millstva Mackay,
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