Stock Bonus Agreement


This Stock Bonus Agreement (this “Agreement”) is entered into as of _____________ (“Effective Date”) between ______________, an individual (“Grantee”), and ________________, Inc., a California corporation, (the “Company”), with reference to the following facts:


Whereas, Grantee is a key employee of the Company and Grantee’s participation with the Company is considered by the Company to be important for its growth.


Whereas, as a material inducement for Grantee to continue his employment with the Company and as an incentive for future efforts by Grantee to enhance the growth of the Company, the Company is willing to grant Grantee stock bonuses in accordance with the schedule set forth below.


Whereas, as a material condition to the Company granting such stock bonuses to Grantee, the Company requires that Grantee agree to enter into that certain Shareholders Stock Restriction Agreement dated __________, among the Company and the shareholders of the Company, in a form substantially identical to the Amendment to Shareholders Stock Restriction Agreement attached hereto Exhibit “A”, which will provide certain restrictions on the transfer of shares comprising the stock bonuses.


Now, Therefore, in consideration of the foregoing premises and the mutual covenants contained in this Agreement, the parties agree as follows:

1. Stock Bonus.

a. Grant of Stock Bonuses.  In exchange for his employment, on each one (1) year anniversary of the Effective Date, Grantee shall be compensated by the receipt of a stock bonus in the amount of _____ percent (___%) of the issued and outstanding shares of the Common Stock of the Company until, as a result of this section 1.a., Grantee is the owner of Shares equal to _____ percent (___%) of the issued and outstanding shares of the Common Stock of the Company at which time Grantee shall have no further rights to additional Shares by way of Stock bonus or otherwise. Each issuance shall be referred to individually as a “Stock Bonus”.  The Stock Bonus shall be made in an amount of Shares equal to the percentage of issued and outstanding shares as of the date on which such Shares are issued (included any outstanding subscriptions, stock options, warrants, rights, calls, commitments and agreements, calling for or requiring the issuance of the Common Stock of the Company); provided, however, that in no event shall Company be required to issue fractional shares. 
b. Delivery of Share Certificates.  As soon as reasonably practicable after the Stock Bonus is made to Grantee, the Company shall issue a stock certificate in the name of Grantee representing the appropriate number of shares.

2. Shareholder Agreement.  Concurrently with the initial stock bonus issuance, Grantee shall execute a Shareholders Agreement among the Company and all of the shareholders of the Company, in substantially the form of Exhibit “A” attached hereto (the “Shareholders Agreement”).  This Shareholders Agreement will be applicable to each share issued to Grantee by means of a Stock Bonus.  
3. Legends on Shares.  Each certificate representing the Shares shall have conspicuously printed on it the following legends:

“this security has been acquired for investment and has not been registered under the securities act of 1933, as amended (the “Act”), or the securities laws of the various states, and has been issued and sold pursuant to an exemption from the act, and may not be sold, pledged or otherwise transferred by the holder thereof at any time except (1) pursuant to an effective registration statement filed under the act covering this security, or (2) upon delivery to the corporation of an opinion of counsel satisfactory to the corporation that this security nay be transferred without registration. Sale, transfer or hypothecation of this security is restricted by the provisions of a shareholders agreement entered into by the corporation and this shareholder dated ______________, _____, a copy of which is on file at the principal office of the corporation and all of the provisions of which are incorporated herein.”
4. Investment Representations.  As an inducement to the Company to issue shares to Grantee, and in order to establish the suitability for Grantee of such an investment, Grantee hereby makes the following representations and warranties, and authorizes the Company to rely upon the same:

a. Investment Intent.  Grantee is aware of and familiar with the Company’s business affairs and financial condition and has acquired sufficient information about the company to reach a knowledgeable and informed decision to acquire the Shares.  Grantee is acquiring the shares for investment for his own account, not for resale, without any intention of or view toward or for participating, directly or indirectly, in a distribution of the Shares or any portion thereof.

b. Representatives.  Grantee has consulted with such professional advisors (the “Representatives”), if any, as Grantee has seen fit in connection with this proposed investment.

c. Experience.  Grantee and his Representatives, if any, have such knowledge and experience in financial and business matters that Grantee is capable of evaluation the merits and risks of his investment in the Shares.

d. Risks.  Grantee understands that an investment in the Company is speculative, that any possible profits therefrom are uncertain, and that he must bear the economic risks and to hold the Shares for an indefinite period.

e. Information.  Grantee and his Representatives, if any, have received all information and data with respect to the Company which Grantee and his Representatives have requested and have deemed relevant in connection with an evaluation of the merits and risks of this investment in the Company, and do not desire any further information or data with respect to the Company prior to the receipt of the Shares.

f. Legends.  Grantee understands and agrees that (i) the legends set forth in Section 3 will be placed on the certificate(s) evidencing the Shares; (ii) the stock records of the Company will be noted with respect to such restrictions; and (iii) the Company will not be under any obligation to register the Shares or to comply with any exemption available for sale of the Shares without registration.

g. Restrictions of Resale.  Grantee understands that the Shares have not been registered under the Securities Act of 1933, as amended (the “1933 Act”), in reliance on the exemption from registration provided by Rule 701 of the Securities and Exchange Commission for issuance under compensatory benefit arrangements; and that the Shares have not been registered under the “blue sky” laws of any state, including that the shares have not been qualified or a permit obtained for issuance of securities from the California Department of Corporations.

h. Transfers.  Grantee understands that the Shares may have to be held indefinitely unless they are subsequently registered under the Act and qualified or registered under other applicable securities laws, rules, regulations, which is highly unlikely, or unless an exemption from such qualification or registration is available.

i. Further Limitations on Disposition.  Without in any way limiting Grantee’s representations set forth above, Grantee further agrees that he shall in no event make any disposition of all or any portion of the Shares unless and until:

(1)
(A) There is then in effect a Registration Statement under the 1933 Act covering such proposed disposition and such disposition is made in accordance with said Registration Statement; or, (B)(1) Grantee shall have notified the Company of the proposed disposition and shall have furnished the Company with a detailed statement of the circumstances surrounding the proposed disposition, (2) Grantee shall have furnished the Company with an opinion of Grantee’s counsel to the effect that such disposition will not require registration of such Shares under the 1933 Act, and (3) such opinion of Grantee’s counsel shall have been reasonably concurred in by counsel for the Company and the Company shall have advised Grantee of such concurrence; and,



(2)
There has been compliance with all of the terms and conditions of the Shareholders Agreement.  


5. 
Taxation of Shares.  Concurrently with any Stock Bonus made pursuant to this Agreement, Grantee understands that the fair market value of the Shares constituting the Stock Bonus granted to Grantee hereunder must be immediately included in his income.  Grantee acknowledges that he is responsible for all federal and state income taxes arising from the Stock Bonus.


6.
Employee at Will.  The parties acknowledge that Grantee’s employment relationship with the Company is at the will of either party, unless otherwise agreed in writing, and that nothing in this Agreement shall affect in any manner whatsoever the right or power of Grantee or the Company, or a parent or subsidiary of the Company, to terminate Grantee’s employment, for any reason, with or without cause.  This Agreement does not constitute an express or implied promise of continued employment for the vesting period or any other period.


7.
Attorney’s Fees.  The prevailing party in any legal action arising out of this Agreement shall be entitled, in addition to any other rights and remedies such party may have, to reimbursement for its expenses, including costs and reasonable attorney’s fees.

8. Miscellaneous Provisions.

a. Additional Actions.  The parties will execute such further instruments and take such further action as may reasonably be necessary to carry out the intent of this Agreement.

b. Notices.  Any notice or other communication required or permitted under this Agreement shall be in writing and either personally  delivered or deposited in the United States mail, certified or registered, return receipt requested, addressed as follows:

 

(1)
If to the Company:

______________________, Inc.







________________________







___________, CA _________







Facsimile No. _________________







Attn: __________, President



(2)
If to Grantee:


Mr. ___________________






______________________






______________________




             
Facsimile No. __________
Notice shall be deemed to have been given forty-eight (48) hours from the time of mailing if mailed as provided in this section.  Either party may change it address by giving written notice of such change to the other party in the manner provided by this section.

c. Assignment.  The Company may assign its rights and delegate its duties under this Agreement.  This Agreement shall inure to the benefit of the successor and assigns of the Company and, subject to the restrictions on transfer herein set forth, be binding upon Grantee, Grantee’s heirs, executors, administrators, successors and assigns.

d. No Waiver.  No waiver of any provision of this Agreement shall be deemed or shall constitute a waiver of any other provision, whether or not similar, nor shall any waiver constitute a continuing waiver.  No waiver shall be binding unless executed in writing by the party making the waiver.

e. Entire Agreement.  This Agreement constitutes the entire contract between the parties hereto with regard to the subject matter hereof.

f. Governing Law.  This Agreement shall be governed by, and construed in accordance with, the laws of the State of California, as such laws are applied to contracts entered into and performed in such State.



g.
Counterparts.
  This Agreement may be signed in one (1) or more counterparts, each of which shall constitute an original, but all of which together shall be one (1) and the same document.

h.
Severability.  If any provision of this Agreement is held by a court of competent jurisdiction to be invalid, void or unenforceable, the remaining provisions shall nevertheless continue in full force and effect without being impaired in any way and shall be construed in accordance with the purpose and terms of this Agreement.



i.
Amendments.  This Agreement may not be amended, modified or supplemented except by writing executed by both parties.



j.
Headings.  The section headings contained in this Agreement are included for convenience of reference only and are not intended by the parties to be a part of or to affect the meaning or interpretation of this Agreement.
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in witness whereof, the parties have executed this Agreement effective as of the date first above written.

Grantee:




Company:






____________________, Inc.






a California Corporation






By:






_____________________
______________, President

Exhibit A

Shareholders’ Agreement
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