
British Virgin Islands –
Squeeze Out Measures Under BVI Law
Introduction
The object of this Memorandum is to provide a basic overview of the ways in which a dissenting minority shareholder
in a BVI business company may be squeezed out of his shareholdings or have the nature of his interest in a BVI company
diluted or significantly altered.

Squeeze Out Transactions
The BVI Business Companies Act, 2004 (the "Act") contains specific provisions that may enable minority shareholders in
a BVI business company to be squeezed out through certain transactions. These include procedures dealing with
compulsory redemption by the company of a minority shareholder's shares, mergers and consolidations, schemes of
arrangement/plans of arrangement and the disposition of the majority of a company's assets.

Compulsory redemption of minority shareholder's shares
Unless the compulsory redemption provisions have been dis-applied in the relevant company's memorandum and
articles of association (the "memorandum and articles"), shareholders holding 90 per cent of the votes of the outstanding
shares (or shareholders holding 90 per cent of the votes of the outstanding shares of each class of shares), may give
written instructions to the company directing it to redeem the shares held by the remaining shareholders (or the relevant
class) even if the shares are not by their terms redeemable. The company is required to give written notice to each
shareholder whose shares are to be redeemed stating the redemption price and the manner in which the redemption
is to be effected.

Mergers and consolidations
Where two or more companies merge or consolidate, the terms of the merger or consolidation may involve different
shareholders receiving different consideration for the same class of shares, so that a minority shareholder may receive
cash in respect of its existing shares in the current company, rather than shares in the merged or consolidated company.
Unless the memorandum and articles provide for a higher threshold, a merger requires approval only by a simple majority
of shareholders (in excess of fifty per cent of the votes of those shareholders who attend and vote at a shareholders
meeting), andmay also require separate shareholder class consents. The merger route is frequently used as a mechanism
to effect public to private transactions in respect of stock exchange listed BVI companies. Mergers and consolidations
require filings with the BVI companies registry but do not require approval by the BVI court.

Schemes of Arrangement and Plans of Arrangement
Schemes of arrangement and plans of arrangement are BVI court sanctioned procedures. They are similar in substance
and provide for various corporate restructurings to be effected with the approval of the BVI court. As with a merger or
consolidation, the terms of the relevant restructuring may include that a particular minority shareholder receives cash
for his shares and is thereby squeezed out. Schemes of arrangement require approval by a majority in number of
shareholders holding 75 per cent by value of the shares which are voted at a meeting of shareholders or class of
shareholders, as the case may be. Plans of arrangement require such level of shareholder approval as the BVI court
determines. As a result of the level of work and time required to complete the relevant court procedure, schemes of
arrangement and plans of arrangement are much less frequently used than mergers and consolidations, although there
can in particular circumstances be advantages in using a court sanctioned procedure.

Disposition of majority of a company's assets
A BVI company that enters into a sale, transfer, lease, exchange or other disposition of more than 50 per cent in value
of its assets will generally need to obtain, the approval of shareholders holding more than 50 per cent of the votes of
shares in the company. However, the requirement to obtain such shareholder approval may be excluded in the
memorandum and articles. Consequently, where the directors of a company decide to dispose of a substantial part of



a company's business (with 50 per cent shareholder approval as described above where required) a minority shareholder
may find itself with shares in a company having a different business or cash in place of the business the shareholder
originally invested in.

Minority Shareholder Protections
Appraisal rights
Generally, a minority shareholder who objects to being squeezed out by a compulsory redemption, merger, consolidation,
majority asset disposition or (if permitted by the BVI court) plan of arrangement is entitled to payment of the fair value
of its shares. Where the minority shareholder does not consider that the terms of the relevant transaction are such as
to provide him with that fair value, there is a procedure set out in the Act under which the shares can be independently
valued (although this procedure does not apply to schemes of arrangement).

Exclusion of Squeeze Out Procedures in Memorandum and Articles
The ability of majority shareholders to squeeze out a minority shareholder via compulsory redemption, merger,
consolidation, scheme of arrangement, plan of arrangement or majority asset disposition as described above can
sometimes be restricted or removed in the company's memorandum and articles and/or a shareholders agreement.
This will frequently be the case in relation to BVI companies used as joint venture vehicles.
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The information contained in this memorandum is necessarily brief and general in nature and does not constitute legal or taxation advice.
Appropriate legal or other professional advice should be sought for any specific matter.
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