
THE VALUE OF SHAREHOLDER’S AGREEMENTS 
 
The Judgment of Mr. Justice Charleton delivered on the 25th day of March 
2013 in the case of In the matter of Dublin Cinema Group Limited -and- In the 
matter of the Companies Acts 1963 – 2012 underlines once again the need 
for shareholder agreements regardless of how “gentlemanly” the owners of a 
company may be.   
 

Background to the Case 

Paul Anderson and Paul Ward were for many years directors of and members 
of Dublin Cinema Group Limited. This is a very successful company with 
many employees. The company runs, among other cinemas, the Savoy 
Cinema in O’Connell Street. Both Mr Ward and Mr Anderson had plans to 
develop other cinema projects. The role of Dublin Cinema Group Limited in 
these separate projects caused the dispute.  In the High Court, Charleton J 
noted that after many years as colleagues, these and other differences arose 
between them. He went on to state “reconciliation between them or of the 
settlement of their dispute seemed futile despite two failed attempts to reach 
any agreed resolution of the case through professional mediation prior to the 
commencement of the trial”.  It is all a very familiar story where 
shareholder/directors of a company find themselves bound to each other 
much like an unhappy marriage with no obvious means of exit. 

With no prospect of resolution Paul Anderson petitioned the High Court to 
wind up the company under section 213(f) of the Act of 1963 as amended on 
just and equitable ground. No alternative relief was sought. In effect Mr 
Anderson wanted the assets of the company sold off and the proceeds of sale 
distributed to him and his fellow shareholders.  That really is the option of last 
resort. 

The Reasoning of the Court 

Much of the Court’s decision revolved around whether the nature of the 
proceeding allowed the Court to invoke alternative remedies available under 
other sections of the Companies Acts rather than the stark choice of whether 
to wind up the company or not.  If the Court could invoke other Sections of the 
Act, it would allow the Court to choose from a much wider range of remedies, 
i.e. it could make an order or orders for one director to buy out the shares of 
another director at a price fixed by the court; for the reduction of the 
company’s capital; for the alteration of the company’s articles and 
memorandum; or for the reversal of a particular decision.   

Charlton J decided that although Mr Anderson had merely sought one remedy 
– to wind up the company on just and equitable grounds, the Court still had 
discretion to invoke other remedies under other sections of the Companies 
Act.  In making his decision he stated “ If a court must consider whether it is 
just and equitable to wind up a company, it seems to me that a court must 
also consider whether there is any other order available to the court under 
section 216 that would be more just and equitable. That is especially so, it 



seems to me, where it is not just the original people founding and running the 
company that are involved. Where substantial numbers of employees are 
added in to the matrix of justice and equity because they depend on the 
company, it is hard to see why the wide discretionary powers under section 
216 should be ignored in favour of a hedged-in assessment of the breakdown 
of a quasi-partnership in the guise of a company and the remedy that can 
traditionally be applied of winding up. Where a company expands to embrace 
the dependency of many more than the original founders and their 
successors, there are other people to be thought about. Nor is the just and 
equitable ground for winding up to be applied without proper consideration of 
not just how the company started but also what the company may have 
developed into. It is to be noted that section 205 refers, in particular, to 
oppression of a member or a disregard of their interests. It is to be 
remembered as well that whereas section 205 is a specific provision that is 
predicated on particular grounds, the existence of that specific provision does 
not thereby fetter the court's wide powers on the hearing of a winding up 
petition under section 216.”   

In other words Charlton J believed that the consideration of parties (i.e. the 
employees) other than the litigants needed to be considered in deciding what 
constituted the fairest remedy.  Charlton J decided that instead of winding up 
a company or dismissing the winding up petition, the court is also entitled to 
make such order as is appropriate as between the shareholders provided it is 
just and equitable with a view to reordering the company so that it may 
survive profitably into the future. He went on to state that such remedy plainly 
included a share buy-out at an appropriate rate as between two shareholders, 
i.e. Mr Ward and Mr Anderson. 

Settlement 

The Judge noted that after the Court had ruled that it had wider powers 
available to it, some limited oral evidence was subsequently heard to resolve 
conflicts of matters contained in affidavits.  Charlton J described this oral 
evidence as “gentlemanly”.  Despite the litigants` good manners, their dispute 
had seen them through two bouts of mediation and a trip to the High Court.  
Undoubtedly their respective legal costs may have run to some hundreds of 
thousands of euro each.  In any event, the oral evidence was interrupted by 
the parties mutually seeking time for discussions. The case was then settled 
overnight and subsequent media reports indicated that such settlement 
involved the various cinemas in the Group being split between them. 

Moral of the Story 

What is the moral of the story?  Even gentlemen fall out? Not really, the true 
moral is that a sensible Shareholders Agreement which provided for 
mechanisms to deal with deadlock and dispute between the parties would 
have saved both litigants a fortune in time, effort and money.  The other moral 
is that such Shareholders Agreements need to be put in place when business 
relationships are being established or when relations are good.  It is false 
economy to seek to avoid the comparatively low cost of the umbrella of a 
Shareholders Agreement in the hope that it will never rain. 
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