
CP110   Warranties for shareholders’ agreements 
 
Important note: warranties are very powerful and should be used selectively, editing 
the wording where appropriate. Net Lawman offers a full page of explanation of tactics 
and usage at www.NetLawman.co.uk/info/warranties-shh-01.php, so further explanation 
here is not necessary. A print of that page has been included with this document. 
 
To use these warranties, insert the following paragraph as a new numbered paragraph 
in the shareholders’ agreement.  The insertion point may conveniently be placed 
immediately before the provisions for exit or sale of shares.  Here are the words: 
 
1 Warranties by the Company and Executive Shareholders 
 

1.1 For the purpose of this paragraph “Lender” means [name] and “Executive 
Shareholders” means all of the other parties to this agreement except the 
Company.  

 
1.2 The Company now warrants and Executive Shareholders guarantee the 

warranties given by the Company, the matters set out in the Warranties 
Schedule, subject to a letter of disclosure, a draft copy of which has been 
handed to the Lender before today. 

 
1.3 Where any warranty or reply in the letter of disclosure refers to the 

knowledge, information or belief of the Company, it undertakes that it has 
made full enquiry into the subject matter of the warranty. 



Warranties Schedule                  
 
Contents 
 
1 Assets 
2 Stocks   
3 Accounts 
4 Employees 
5 Licences, consents and passwords   
6 Insurance   
7 Joint ventures and partnerships  
8 Statutory restrictions 
9 Litigation 
10 Sellers activities 
11 Contracts 
12 Defective products and services liabilities 
13 Freehold properties 
14 Leasehold properties 
15 Intellectual property 
16 Internet domain names 
17 General 
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[It is recommended that all warranties required are left consecutively numbered, so as 
to facilitate the cross reference of replies in the letter of disclosure.] 
 
The following words have the meanings ascribed to them in this Warranties Schedule: 
 
“Accounts Date” means the date of the last set of audited annual accounts of the 

Company, namely [date]. 
 
“Assets”  means all the assets of the Company. 
 
“Business”  means the business of the Company. 
 
“Contracts”  means all contracts in which the Company is currently 

interested in any aspect of its business. 
 
“Disclosures”  means the letter of disclosure to be handed to the Lender on 

the signing of this agreement. 
 
“Domain Names” means the domain names owned by the Company and used in the 

Business. 
 
“Properties”  means the freehold and leasehold properties listed in Part 2 

of this schedule 
 
“Stock”  means all stocks of every sort of good, to be used in the 

Business or sold to others. 
 
 
1         Assets 
 

1.1 The Company owns all the Assets absolutely and full payment has been 
made for them. 

 
1.2 All the Assets are held free of charge, security, option or lien. 

 
1.3 There is no dispute directly or indirectly relating to any of the Assets. 

 
1.4 The Assets comprise all Assets now used in the Business and which are 

necessary for the continuation of the Business as now carried on. 
 

1.5 Schedule 2 contains full and accurate details of the fixed Assets. 
 

1.6 The plant, machinery, vehicles and other equipment comprised in the fixed 
Assets: 

 
1.6.1 are in a proper state of repair and condition and satisfactory 

working order; 
1.6.2 have been regularly and properly maintained; 
1.6.3 are adequate for and not surplus to the requirements of the 

Business; and 
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1.6.4 would not be expected (if the sale of the Business did not take 
place) to require replacements or additions at a cost in excess of £[ 
amount ] within a period of 6 months after today. 

 
2    Stocks 
 

2.1     The Stock is sufficient for the normal requirements of the Business. 
 

2.2     All of the Stock is capable of being used or sold in the normal course of 
business at full price. 

 
2.3     The work-in-progress included in the Stock is at its normal level with 

regard to the current level of business. 
 

2.4     The stocks of raw materials, packaging materials and finished goods 
included in the Stock is not excessive and are adequate in relation to the 
current trading requirements of the Business. 

 
3      Accounts 
 

3.1    Since the Accounts Date: 
 
3.1.1     the Business has operated in its normal way; 
3.1.2     neither the turnover nor the financial or trading position of the  

Business has deteriorated; 
3.1.3     the Company has not borrowed or raised any money or taken any 

financial facility in relation to the Business except for the overdraft 
facilities from its bankers specified in the Disclosures; 

3.1.4     the Company has paid the creditors of the Business in accordance 
with their respective credit terms. 

3.1.5    so far as the Company are aware, the trading prospects of the 
Business have not been adversely affected as a result of any event 
or circumstance. 

 
 

3.2 The Accounts have been prepared by chartered accountants and are 
accurate and give a true and fair view of the financial position of the 
Business in all regards. 

 
3.3 The management accounts of the Company the period from the Accounts 

Date until [ date ] are substantially correct insofar as they state the income 
arising in the Business during the period to which they relate and all 
expenses in that period directly relating to the Business and are not 
materially misleading in any respect. 

 
3.4 All the books and records of the Company:  
 

3.4.1 have been fully, properly and accurately kept and completed; 
3.4.2 do not contain any material inaccuracies or discrepancies of any 

kind; 
3.4.3 give a true and fair view of the financial, contractual and trading position 

of the Business and of its plant and machinery, fixed and  
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