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1.  Are shareholders’ agreements frequent in Paraguay?
No. Shareholders’ Agreements are not very usual in Paraguay.
2.  What formalities must shareholders’ agreements comply with in Paraguay?
Paraguayan law does not establish any specific requirements for shareholders’ agreements other than the requirement that they must be executed in writing.
3.  Can shareholders’ agreements be brought to bear against third parties such as purchasers of shares or successors?
No. As a rule, shareholders’ agreements are only binding between their signatories.
4.  Can a shareholders’ agreement regulate non-company contents?
Yes. It is usual to regulate in shareholders’ agreements contents such as intellectual property rights, management rights and obligations, provision of goods or services, amongst others.
5.  Are there limits on the term of shareholders’ agreements under the law of Paraguay?
No.
6.  Are shareholders’ agreements related to actions by directors valid in Paraguay?
No. Law places corporate administration in the hands of the board of directors, and subjects directors to duties of diligence and loyalty. The directors, in turn, have the personal responsibility of acting in the interest of the company and not of the shareholders who nominated them for such office. The duties of diligence and loyalty give rise to directors’ responsibilities vis-à-vis shareholders and third parties, which cannot be limited or exonerated even if the conduct is incurred as a consequence of the provisions of a shareholders’ agreement.
7.  Does the law of Paraguay permit restrictions on transfer of shares?
Yes. When the shareholders do not want the details of their internal relations to be known publicly, limitations on transfer tend to be introduced in shareholders’ agreements, rather than in the by-laws.
8.  What mechanisms does the law of Paraguay permit for regulating share transfers?
Paraguay only provides for the right of first refusal by reference. The exercise of said rights is subject to the by-laws or shareholders’ agreements’ provisions. In addition, there is only a general provision allowing shareholders to regulate the transfer of shares within the Civil Code’s framework. 
[bookmark: _GoBack]Furthermore, in case the shareholders agree to prohibit the sale of shares, a special situation is triggered: if a shareholder goes against this agreement and sell his shares, he remains a shareholder and the transfer is only binding between the shareholder and the buyer. Subsequently, the shareholder acts as proxy of the buyer. 
Additionally, share transfers must be notified to the Abogacía del Tesoro, the local corporate surveillance entity. This notification must include the personal information of the final beneficiary, in case the buyer is a corporate entity.
9.  In Paraguay do by-laws tend to be tailor-drafted, or do they tend to use standard formats?
Most Paraguayan corporations operate based on standard by-laws.
10.  What are the motives in Paraguay for executing shareholders’ agreements?
Most of the executed shareholders’ agreements are more flexible documents than by-laws. In such agreements, the shareholders feel more comfortable in regulating conditions for their business which they prefer to keep in private. They are also easier to update or amend since, unlike by-laws, their amendment does not require (i) approval by any government office and (ii) intervention from a Notary Public.
11.  What contents tend to be included in shareholders’ agreements in Paraguay?
Shareholders’ agreements tend to have a variety of purposes that include the following: (a) regulating election of directors, (b) determining the quorum or special majorities for certain decisions, (c) deciding on the activities to be undertaken by the company, (d) regulating the company’s form of financing and the shareholders’ obligations, (e) regulating exercise of share preference or purchase-sale rights, (f) establishing particular rights of certain shareholders such as nominating certain executives, selling the company certain inputs with a preference, or receiving certain periodic information, (g) establishing specific obligations of certain members such as providing technical assistance, contributing trademarks, or contributing business or political influence.
Syndication agreements organise a pool for coordinated voting at shareholders’ meetings, either by following a leader, resolving at a prior internal meeting, or based on an agreed program.
The scope varies, according to the sophistication of the parties involved, international trends, and good and bad experiences in high-profile cases in the market.
Shareholders’ agreements tend to include clauses on the following matters, among others: (a)  the activities in which the company will engage, with other types of activities requiring agreement by all shareholders, (b) agreement as to corporate governance (voting at shareholders’ meetings, election of board of directors, voting at board of directors), (c) guarantees as to information and control, (d) guarantees for equitable relationships with related companies, (e) methods for share valuation in the event of transfer, (f) policies for dividends distribution and/or financing of the company.
12.  What determines the content included in shareholders’ agreements in Paraguay?
The main circumstances influencing the decision as to what to include in shareholders’ agreements are (a) whether the specific agreement can legally be the subject of bylaws; (b) whether the agreement is binding upon all shareholders or only some; (c) whether the agreement includes corporate and non-corporate issues; (d) whether given their complexity it would not make sense to include the solutions in the bylaws; (e) the need for confidentiality; (f) the need for flexibility; and (g) the importance of ensuring that such agreements can be brought to bear against any purchasers.
13.  What are the most common types of clauses in shareholders’ agreements in Paraguay?
The most common types of clauses in shareholders’ agreements in Paraguay are:
(a)	Right of first refusal. This is an agreement whereby the shareholder wishing to sell to a third party must first offer the shares to the holder of the first refusal right. If the holder of the right does not buy the shares, the shareholder can freely sell them to a third party. This is the basic structure, but its regulation and mechanisms can be diverse and highly complex.
(b)	First option. This is a variation of the right of first refusal in which a fixed price is agreed to from the outset.
(c)	Russian roulette. This is another variety of right of first refusal whereby shareholders with the right to buy fix the price of the seller’s shares (frequently with certain limitations). The peculiarity is that upon fixing the price of the other holder’s shares, the buyers are simultaneously assuming the obligation to give the original selling shareholder a purchase option on their package at the same price per share they offered.
(d)	Consent powers. This involves the need to obtain the board of directors’ consent prior to being able to transfer shares. The pure version of this mechanism is at variance with the rule that disallows structures whose effect may be to totally prohibit share transfers.
(e)	Buyback rights. These give the company the right to redeem the shares of a certain shareholder in specific circumstances, such as withdrawal or death of the shareholder.
(f)	Buy-sell agreements. These oblige the shareholder to sell and the company the obligation to redeem the shares in certain circumstances, such as withdrawal or death of a shareholder.

14. What mechanisms does the law of Paraguay permit to ensure participation of minorities on the board of directors and its control?
The law of Paraguay does not ensure participation of minorities on the board of directors and its control.
15.  Is it possible in Paraguay to ensure minority shareholder control by means of a shareholders’ agreement?
Yes. The division of shares into classes can make it possible to maintain control without the need to hold a majority of shares. Since, as a rule, the majority principle applies within each class, the shareholder having a majority in the controlling class can maintain control over the board of directors without holding a majority of the company´s capital.
16.  What are the usual valuation mechanisms in connection with rights of first refusal or share transfer regulations?
The most common mechanisms for valuing companies are diverse versions of the book or net worth value, value based on future earnings, value based on a multiple of past earnings, value based on a multiple of EBITDA or EBIT, comparable market value, expert assessment with or without predefined methodological criteria, advanced fixed price, and best third-party bid (with a variety of methods), among others.
17.  Is it admissible for a shareholders’ agreement clause to refer dispute resolution to the courts other than those of Paraguay and/or under a law other than that of Paraguay?
Yes. Specifically, when shareholders are foreigners the choice of a foreign jurisdiction and a foreign applicable law may be advantageous.
18.  Is it admissible for a shareholders’ agreement to include an arbitration clause with seat outside Paraguay and/or under a law other than that of Paraguay?
Yes. The reason to include an arbitration clause with these characteristics is to avoid litigating before Paraguayan courts and to choose the body of law which better fits the necessities of the shareholders.
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