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Share Withdrawal Policy - January 2025
1. Annual Allocation of Share Withdrawal Budget

The level of funding available for withdrawals each year will be set at an Annual Financial
Planning/Budget Allocation meeting. The exact detailed process involved is outside the scope of
this policy, but in outline it will:

e Take place as soon as can be arranged after the SCPL financial year end, ideally in
October.

e Allocate reserves to cover all the known outgoings for the financial year ahead
including (but not limited to) unsecured loans payments, repayments to Triodos
bank covering the principal and interest on their loan, insurance, membership fees
etc.

e Consider setting aside a further reserve as a shareholder exceptional needs /
hardship allowance.

e Consider setting aside a further reserve to cover deaths/bankruptcy.

e Determine if any lump-sum payments will be made to reduce the Triodos loan

e Determine the amount (if any) to be set aside for share withdrawals (refer to rule
8.4).

e Determine the amount (if any) to be set aside for interest payments to shareholders
and decide if any cohort of shareholders is to be excluded from interest payments
(refer to rule 8.5).

e Finally, if there is any remaining available cash, the Committee will decide how it is
to be disbursed towards other community enterprises (refer to rule 9.10).

The merits of paying interest versus allowing withdrawals will be debated at this meeting and
is excluded from this policy.

Sections 2 — 6 of this policy assumes that a sum has been made available to cover ‘standard’
withdrawal requests and sets out the process to follow. This process is intended to replace
rule 8.4.5, which is deemed to be unfair in that it has caused problems in other societies when
a single shareholder has effectively blocked others from withdrawing any of their holdings.

Exceptional needs / hardship payments are covered in section 7.
Death and bankruptcy payments are statutory requirements and are covered in section 8.

The rules referred to in this policy are taken from the current set of Governance Rules and will
not be altered by moving to the latest version issued by Plunkett, but the paragraph numbers
might be subject to change (the exception being rule 8.4.5 which will obviously change).
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2. Announcement to Shareholders

As soon as practical after the budget has been set, the Society will write to all
members/shareholders to inform them regarding:

e The total amount available for share withdrawals under this policy.

e The time window for returning their completed withdrawal application forms, including
their current bank details and the amount of share capital they wish to withdraw.

e Anindication of the likely date for pay-outs to be made.

Although there is a minimum three-month notice period for withdrawal requests (rule 8.4.2),
the Committee has the power to waive this notice period or make it shorter (rule 8.4.7). All
applications will be made via a Request for Withdrawal form which will be made available from
the website or by request to the office or any member of the Committee.

Unless a member intends to terminate their membership, they will not be permitted to
withdraw shares leaving them with less than the minimum required by the rules (rule 8.4.6).

3. Payment Allocation

Following receipt of any applications from shareholders and once the window has closed,
payments will be made on a pro rata basis to the shareholders who have applied.

For ease of administration, there will be no minimum pro-rata rate set.

Refer to the accompanying MS Excel workbook ‘withdrawals examples’ for worked examples of
how the pro-rata system could work in practice.

Notwithstanding these arrangements, the Committee will consider any request from a
shareholder for a pre-emptive payment from the available funds based on exceptional need
(refer to section 7).

4. Termination of Membership

If a person resigns their membership or is expelled in accordance with the rules, the value of the
shares they hold at the date of resignation shall become a loan, repayable to the former
member of the society (refer to rule 8.7).

This situation will hopefully not occur very often, if at all, but the society needs to make
allowance for it.

If the resignation takes place during the open window when the society is receiving withdrawal
requests, the member should be instructed to fill out the Request for Withdrawal form
accordingly.
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If the resignation takes place during closed period, the member should be informed that rule 8.7
applies and their money will be returned at the earliest opportunity.

If the resignation is the result of financial hardship, refer to section 7 below.

5. Post-Payment Period

Once the available share withdrawal funds have been distributed, any application for further
repayment will only be considered in a subsequent year. To avoid confusion amongst the
membership, the Request for Withdrawal form will be removed from the website during the
periods when the window for withdrawal applications is closed.

6. Future Withdrawals

A budget will be set for share withdrawals each year, and there will be no limit on the number of
times that a shareholder can apply for a repayment under this policy.

7. Exceptional Needs / Hardship

A member who is financially in need might well approach a particular member the Committee
verbally in the first instance. A Request for Withdrawal form should be given to the shareholder,
and they should be asked to give a brief written statement as to the reasons for withdrawal.

A shareholder might well be too embarrassed or reluctant to put anything into writing. In such a
case, a meeting should be arranged attended by at least two Committee members and the
shareholder, and the reasons given for the exceptional needs documented.

In the case of a member with a minimum shareholding (£100 only) needing the money, the
Committee may wish at their discretion to prioritise and fast-track the withdrawal.

8. Note on the Death / Bankruptcy of a Shareholder

These are covered by Rules 9.16 and 9.17 and are the only situations where the withdrawal of
share capital is not made at the discretion of the Committee. However, certainly in the case of
death, there is generally at least a year’s notice before the society is approached by solicitors
with enquiries regarding the deceased person’s shareholding, so there is a long lead time
enabling the Committee to plan accordingly.

The options are that the shares may be withdrawn under probate. and the funds dispersed to
the beneficiaries of the will (in which case they are lost to the society), or the shares can be
bequeathed to the beneficiaries of the will.

In a recent case, the beneficiary of a shareholder asked for his deceased father’s shareholding to
be transferred to the new owner of his late father’s residence, as he wanted the shares to
remain in Stockland.
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The society is currently holding some funds for deceased members for which we have had no
instructions.

The society has not been impacted by bankruptcy proceedings against any of its shareholders,
and the lead times involved before any financial request for withdrawal is made by the courts or
personal representatives or trustee in bankruptcy is made remain uncertain.

9. Note on the Request for Withdrawal form

This form is yet to be designed and approved, but should include space for the following
information to be entered:

e Member name and address.

e Member phone number.

e Total value of shares held.

e Value of shares requested to be withdrawn.
e Reasons for withdrawal (optional).

The last (optional) point above is to allow the member to give details of any exceptional
circumstances or needs if they so wish.

10. Replacement Shareholders

Community shares can only be transferred on the death of a shareholder or in the case of
bankruptcy. There is a precedent with other community pubs and shops, and approved by the
Plunkett Foundation, that the concept of ‘replacement shareholders’ can be used to allow
members of a society to withdraw their shares if they can find another person or persons who
are willing to buy the equivalent number of shares that they wish to withdraw.

As a (fictional) example, Fred has £1,000 worth of shares in SCPL. Fred is moving to Scotland and
will no longer be able to exercise his full rights as a shareholder, or to enjoy the community asset
he has helped to purchase. Fred has a daughter Sally who lives near Stockland and who is over
18 years of age. Fred writes to SCPL stating his intentions. Sally fills in a Share Application form.

Following approval at the next Management Committee meeting, the Share Register will be
updated to remove Fred as a member and reduce his shareholding to zero. Sally will be added as
a member with £1,000 worth of shares. The overall value of share capital in SCPL remains
unchanged.

As another example, Bill has £1,000 worth of shares and he needs that money back.
Unfortunately, SCPL cannot allow share withdrawals in the current year. Bill informs SCPL in
writing that his friend Jim is willing to buy £1,000 worth of shares in SCPL if Bill can withdraw his
shares. Jim fills in an application form and deposits £1,000 in SCPLs bank account.

Jim is added to the SCPL Share Register with £1,000 worth of shares.

Bill is then paid £1,000 by SCPL and his shareholding is reduced to zero in the Share Register.
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The overall amount of SCPL share capital remains unchanged, and the overall amount of cash in
the bank remain unchanged.

The above examples will work whether a member wishes to retain part of his/her share capital,
or wishes to withdraw all of it.

End of document
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