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PUT OPTION AGREEMENT 
 

This PUT OPTION AGREEMENT (the “Agreement”), dated [DATE], is made 
by and between [COMPANY NAME], a ____________ corporation (the “Company”) 
and [PURCHASER NAME], a _____________ corporation (the “Purchaser”), 
Purchaser and Seller being hereafter, from time to time, referred to as the "Parties". 
 

Recitals 
 

WHEREAS, the Seller owns [NUMBER] shares of the Company whose 
registered offices are located ____________________ (the “Shares”). 
 

WHEREAS, by virtue of a Contribution Agreement signed between the Parties at 
the date hereof, the Seller undertook to contribute all of its shares of [COMPANY 
NAME] to [RECEIVER NAME] ("Receiver") holly owned by the Purchaser. As a result 
of   such contribution, the Seller shall own [SELLER OWNERSHIP NUMBER] shares of 
Receiver (the "Receiver Shares"). 
 

WHEREAS, the Purchaser hereby irrevocably undertakes to grant to the Seller the 
right to exchange all of his Receiver Shares for shares of common stock of the Purchaser, 
under the terms and conditions set forth hereafter. 
 

WHEREAS, capitalized items used in this agreement (the "Agreement") and not 
otherwise defined shall have the meaning assigned to them in the Contribution 
Agreement referred to in the paragraph above. 
 

NOW THEREFORE, it is agreed as follows: 
 
1. Put Option. Subject to the condition precedent set forth in Section 2 hereafter, 
the Purchaser hereby irrevocably undertakes to allow the Seller to exchange the Receiver 
Shares for a number of shares of common stock to be issued by Purchaser (the  
”Shares") determined in accordance with the formula provided in Exhibit 1 of this 
Agreement. Such option to exchange the Receiver Shares for the Shares shall be hereafter 
referred to as the "Put Option". 
 
2. Condition Precedent.  This Agreement is subject to the completion of the 
Closing as contemplated in the Contribution Agreement referred to in the second 
paragraph of the Recitals above, under the terms and conditions set forth in said 
Contribution Agreement. Should such Closing not be completed, this Agreement would 
become null and void. 
 
3. Duration. The Seller shall be entitled to exercise his Put Option during a period 
which shall commence immediately after the Closing Date (as this term is defined in the 
Contribution Agreement) and expire [NUMBER] (__) months after the Closing Date the 
("Put Option Period"). Upon expiration of the Put Option Period, the Seller shall forfeit 



the right under this Agreement to request that his/its Receiver Shares be exchanged for 
the Shares. 
                               
4. Restrictions. 
 

4.1     The Seller may, at his/its sole discretion, exercise his Put Option at any 
time within the Put Option Period, in whole or in part. It is however agreed between the 
Parties that the Seller may not exercise its Put Option on any number of Receiver Shares 
which, on an exchanged basis, would yield fewer than [NUMBER] Shares (except when 
the Seller shall exercise his/its Put Option on the last portion of Receiver shares that he/it 
shall own). 
 

4.2     The exercise by the Seller of his/its Put Option shall also be subject to the 
provisions set forth in the Escrow Agreement. 

 
4.3     The Seller shall be deemed to have irrevocably waived any right under this 

Agreement in the event he/it has not entirely exercised his/its Put Option in advance of 
any of the following events (the "Acceleration Events"): (i) trade sale to an unrelated 
party of more than [___%] of the stock of the Purchaser or of assets of the Purchaser 
representing over [____%] of the value of the Purchaser, or (ii) any merger or split-off of 
the Purchaser, or any other similar corporate restructuring of the Purchaser in which 
Purchaser is not the survivor, or (iii) winding up of the Purchaser or any other liquidation 
procedure. The Purchaser shall notify the Seller that an Acceleration Event or a 
recapitalization of the Purchaser or a dividend declaration not subject to adjustment under 
Section 7 herein is about to occur as soon as possible after publication of such event and 
in no event less than thirty (30) days before the date of said Acceleration Event. The 
Seller shall in such event be free to require the exchange of all of the Receiver Shares that 
he may own at that time, notwithstanding any provision to the contrary or any restriction 
provided for in this Agreement. 
 
5  Completion.  
 

The Seller will notify the Purchaser (with copy to Receiver and the transfer agent 
appointed by Purchaser (the "Transfer Agent")) of Seller's decision to exercise the Put 
Option. Such notification will confirm: (a) the number of Receiver Shares to be 
exchanged, (b) the number of Shares to be received in exchange for the Receiver Shares, 
and (c) the name of the brokerage agent with whom the Seller has opened an account, the 
applicable account number, and other reference information reasonably requested by 
Purchaser for such account. Any Receiver Shares in the form of bearer certificates shall 
be attached to the notification submitted hereunder. 
 

The exchange of shares shall take place promptly after the notification is received 
by the Purchaser, and upon receiving such notification: (i) Receiver shall amend its 
register of shares to properly reflect the transfer of the exchanged Receiver Shares to the 
Purchaser, (ii) Receiver will immediately notify such transfer to the Purchaser, the 
Transfer Agent, and the Seller, and (iii) Purchaser will instruct the Transfer Agent to 



issue Shares of common stock and certificates evidencing such Shares, and the Transfer 
Agent will transfer such Shares to the Seller. 
 

With respect to any Receiver shares held in escrow, completion will be 
accomplished under the provisions set forth in the applicable escrow agreement between 
the parties. The Purchaser agrees to use its reasonable commercial efforts prior to the 
Closing Date (as this term is defined in the Contribution Agreement) to implement a 
completion process that will result in an exchange transaction being completed as quickly 
as possible and in any event within two business days from Seller's notification. 
 
6 Representations and Warranties.  
 

6.1.    The Purchaser represents and warrants that the Shares, when issued in 
accordance with the terms and provisions of this Agreement, will be duly authorized, 
validly issued, fully paid and non assessable and will not be subject to any preemptive or 
other statutory right of stockholders and, subject to Seller's representations and warranties 
set forth below, will be issued in compliance with applicable United States Federal and 
state, and foreign, securities laws. During the term of this Agreement, the Purchaser will 
at all times have authorized, and reserved for issuance and delivery upon exercise of the 
Put Option, a sufficient number of shares of its common stock from time to time issuable 
upon exercise of the Put Option. 
 

6.2     The Seller represents and warrants that he/it shall have complete and 
unrestricted power to enter into and perform this Agreement and transfer, assign and 
deliver any Receiver Share upon which he/it shall exercise his/its Put Option, and that 
such Receiver Shares shall be free and clear from any security interests, liens, 
encumbrances, restrictions, or rights to the benefit of any third party. 

 
6.3    (a) Seller is aware (i) that the Shares will not be issued pursuant to a 

registration statement under the Securities Act of 1933, as Amended (the "Act"), but will 
instead be issued in reliance on the exemption from registration set forth in Section 4(2) 
of the Act and in Regulation D under the Act and (ii) that the issuance of such common 
stock of Purchaser has not been approved or reviewed by the SEC or any other 
governmental agency. 
      

(b) Seller is aware that the Shares cannot be resold unless registered under 
the Act or unless an exemption from registration is available. Seller is also aware that: (i) 
except pursuant to the Registration Rights Agreement, Purchaser is under no obligation to 
file a registration statement with respect to the Shares, and (ii) the provisions of Rule 144 
under the Act will permit resale of Shares under only limited circumstances, and such 
Shares must be held by the Seller for at least one year before it can be sold pursuant to 
Rule 144. 
    

(c) The Shares will be acquired by Seller for investment and for his or its 
own account, and not with a view to, or for resale in connection with, any unregistered 
distribution thereof. 



     
(d) Seller has examined Purchaser's SEC filings, including Purchaser's Annual 

Report on Form 10-K and associated definitive proxy statement for the year ended 
[DATE], its Quarterly Reports on Form 10-Q for the quarters ended [DATES], and its 
Current Report on Form 8-K filed in [DATE], including the risk factors described 
therein. 
       

Without limiting the generality of the foregoing, the Seller specifically 
acknowledges that the price of Purchaser's common stock as been, and will likely 
continue to be, volatile. 
    

(e) Seller has been given the opportunity (i) to ask questions of, and receive 
answers from, persons acting on behalf of the Purchaser concerning the contemplated 
issuance of the Shares and the business of Purchaser, and (ii) to obtain additional 
information necessary to verify the accuracy of the information set forth in the documents 
made available to Seller. 
     

(f) Seller is knowledgeable, sophisticated and experienced in making, and is 
qualified to make, decisions with respect to investments in securities like the Shares. 
  

(g) Seller is an "Accredited Investor" (as such term is defined in Rule 501 under 
the Act). 

 
   (h) Seller understands that stop transfer instructions will be given to Purchaser's 
transfer agent with respect to the Shares, and that there will be placed on the certificate or 
certificates representing the Shares a legend similar in effect to the following: 

       
"THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN 
REGISTERED UNDER THE SECURITIES AND EXCHANGE ACT OF 1933 (THE 
`ACT') AND MAY NOT BE OFFERED, SOLD OR OTHERWISE TRANSFERRED, 
ASSIGNED, PLEDGED OR HYPOTHECATED UNLESS REGISTERED UNDER THE 
ACT OR UNLESS AN EXEMPTION FROM THE REGISTRATION REQUIREMENTS 
OF THE ACT IS AVAILABLE." 

   
(i) Seller acknowledges that Purchaser will rely upon these representations and 

warranties of Seller for purposes of determining the availability of an exemption from the 
registration requirements of the Act. 
 
7. Stock Split.   All numbers contained in, and all calculations required to be made 
pursuant to this Agreement shall be adjusted as appropriate in order to reflect any stock 
split, reverse stock split, stock dividend or similar transaction effected by the Purchaser 
and/or RECEIVER after the date hereof. 
 
8  Miscellaneous.  
 

8.1.    Amendment.   This Agreement may be amended, modified or supplemented 
only by an instrument in writing executed by the Parties hereto.     



 
8.2.    Assignment. The Purchaser may at any time assign all or any part of its 

rights and/or obligations under this Agreement to any of its Affiliates or any other person, 
and any assignee of the Purchaser shall succeed to and be possessed of the rights of the 
Purchaser hereunder to the extent of the assignment made, provided, however, that any 
such assignment by the Purchaser shall not relieve the Purchaser of its obligations 
hereunder. 
 

8.3.    Parties in Interest – No Third Party Beneficiaries.  Except as otherwise 
provided herein, the terms and conditions of this Agreement shall inure to the benefit of 
and be binding upon the respective heirs, legal representatives, successors and assigns of 
the Parties hereto. Neither this Agreement nor any other agreement contemplated herein 
shall be deemed to confer upon any person not a Party hereto or thereto any rights or 
remedies hereunder or thereunder. 
 

8.4.  Waiver. No waiver by any Party of any default or breach by the other 
Party of any representation, warranty, covenant or condition contained in this Agreement, 
or in any exhibit or any document, instrument, or certificate contemplated herein, shall be 
deemed to constitute a waiver of any subsequent default or breach by such Party of the 
same or any other representation, warranty, covenant or condition. No act, delay, 
omission or course of dealing on the part of any Party in exercising any right, power, or 
remedy under this Agreement or at Law shall operate as a waiver thereof or otherwise 
prejudice any of such Party's rights, powers and remedies. All remedies shall be 
cumulative and the election of any one or more shall not constitute a waiver of the right 
to pursue other available remedies. 
 

8.5. Costs, Expenses and Legal Fees. Whether or not the transactions 
contemplated herein are consummated, each Party hereto shall bear its own costs and 
expenses (including attorneys' fees), except that each Party hereto agrees to pay the costs 
and expenses (including reasonable attorneys' fees and expenses) incurred by the other 
Party in successfully (i) enforcing any of the terms of this Agreement, or (ii) proving that 
the other Party breached any of the terms of this Agreement. 
 

8.6 Entire Agreement. This Agreement and the Contribution Agreement 
executed by the Parties on the same date constitute the entire agreement of the Parties 
regarding the subject matter hereof, and supersede all prior agreements and 
understandings, both written and oral, among the Parties, with respect to the subject 
matter hereof. 
 

8.7. Severability. If any provision of this Agreement is held to be illegal, 
invalid, or unenforceable under present or future Legal Requirements effective during the 
term hereof, such provision shall be fully severable and this Agreement shall be 
construed and enforced as if such illegal, invalid or unenforceable provision was never a 
part hereof; and the remaining provisions hereof shall remain in full force and effect and 
shall not be affected by the illegal, invalid, or unenforceable provision or by its severance 
herefrom. 



 
8.8.  Notices.  Any notice or communication hereunder must be in writing and 

given (i) by depositing the same in the mail, addressed to the Party to be notified, postage 
prepaid and registered with return receipt requested and received, (ii) by sending the 
same by express courier, or (iii) by delivering the same in person. Such notice shall be 
deemed received on the date on which it is hand-delivered or on the second business day 
following the date on which it was sent by express courier. If sent by registered mail, 
such notice shall be deemed received on the third business day following the date on 
which it is so mailed, when mailed within the same country, or on the tenth business day 
following the date on which it is so mailed, when mailed from a country different from 
the country of destination. 
        

For purposes of giving notice, the addresses of the Parties shall be: 
         

For the Seller: 
________________________ 

        ________________________ 
 ________________________ 
 Attn: ___________________ 
 
 

For the Purchaser: 
 _______________________ 
 _______________________ 
 _______________________ 
 Attn: __________________ 
 
Any Party may change its address for notice by written notice given to the other Party in 
accordance with this Section 8.8. 
 

8.9. Confidentiality – Publicity and Disclosures.  
 

8.9.1.  Each Party shall keep this Agreement and its terms confidential, and shall 
make no press release or public disclosure, either written or oral, regarding the 
transactions contemplated herein without the prior knowledge and written consent of the 
other Party hereto. The foregoing shall not prohibit any disclosure: (i) required by Legal 
Requirements or regulatory authorities to be made by one of the Parties, provided that the 
Party required to make such disclosure shall first consult with the other Party with respect 
to the form and substance of the proposed disclosure; (ii) to attorneys, accountants, 
investment bankers, or other agents of the Parties assisting the Parties in connection with 
the transactions contemplated herein; and (iii) by the Purchaser in order to comply with 
the law or the regulations of the Stock Exchange (Nasdaq) on which the Purchaser is 
traded. 
 

8.9.2.  In the event that the transactions contemplated herein are not consummated 
for any reason whatsoever, the Parties hereto agree not to disclose any confidential, 



proprietary and/or non public information they may have concerning the affairs of the 
other Parties, except for information that is required by Legal Requirements to be 
disclosed; provided that, in the event that the transactions contemplated herein are not 
consummated, nothing contained herein shall be construed to prohibit the Parties hereto 
from operating businesses in competition with those of other Party. 

 
8.10    Governing Law – Arbitration. 

 
8.10.1  This Agreement and the rights and obligations of the Parties hereto shall 

be governed by and construed and enforced in accordance with the laws of the state of 
California. 

 
8.10.2  Notwithstanding any provision to the contrary contained in this  

Agreement, any dispute, action or proceeding arising out of or relating to this Agreement 
shall be made solely in accordance with the  arbitration provision set forth in Section 11 
of the Contribution Agreement. 
 

8.11    Specific Performance.  Notwithstanding any requirement for arbitration 
proceedings contained herein, the right of the Seller to receive delivery of the Shares in 
exchange for Receiver Shares is unique, and accordingly, the Parties agree that, in 
addition to any other remedies that may be available to Seller in law or at equity or 
pursuant to the provisions of this Agreement, the Seller shall have the right to seek 
enforcement of Purchaser's obligation to deliver such Shares by an action for specific 
performance or injunctive relief to the full extent permitted by law. 

 
IN WITNESS WHEREOF, the Parties have signed this Agreement on the date 

first written above. 
[COMPANY NAME] 
 
 
By: __________________ 
Its: 
 
[PURCHASER NAME] 
 
 
By: __________________ 
Its: 



Exhibit 1 
 
 

Formula for Receiver Shares 
 
 
 


