SHAREHOLDERS AGREEMENT (Existing Shareholders, No Investment)
THIS SHAREHOLDERS AGREEMENT (the “Agreement”) is made and entered into upon the [date e.g. 16th] day of [month and year];

BETWEEN:

1.
[Name of the company], a company incorporated in [country] with registration number [number] and registered office [registered office address] (the “Company”); and  

2.
[Name of shareholder 1], of [address of shareholder];

[Name of shareholder 2], of [address of shareholder]; and
[Name of shareholder 2], of [address of shareholder],


(collectively the “Shareholders” or each a “Shareholder”).
[if the shareholders are companies, rather than individuals, then the same format (country, registration number, registered office address) should be used as in section 1 above]
The above named Company and Shareholders shall collectively be known as “Parties”, and each a “Party”.

WHEREAS:

(A)
The Company is a private company incorporated in [country] limited by shares and has at the date of this Agreement an issued and paid up share capital of [total share capital e.g. £10,000] divided into [total number of shares in issue] Shares (defined below). The Shareholders of the Company as at the date hereof, and their respective shareholdings in the Company, are set out in Schedule 1.
(B)
The Parties wish to enter into this Agreement to regulate the affairs of the Company and the relationship amongst and between the Shareholders as shareholders of the Company.

IT IS HEREBY AGREED as follows:
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1.1
In this Agreement (including the Recitals and the Schedules), except to the extent that the context otherwise requires, the following terms shall have the meanings set forth below:

“Articles” means the Articles of Association of the Company (as from time to time amended, modified or supplemented);

“Board” or “Board of Directors” or “Directors” means the directors for the time being of the Company; 

“Control” means the possession, direct or indirect, of the power to direct or cause the direction of the management and policies of a corporation, whether through the ownership of voting securities, by contract, or otherwise and derivative terms thereof (including “Controlling”, “Controlled by” and “under common Control with”) shall also bear such meaning as aforesaid. For the purpose of this definition, the holding of an interest of more than fifty (50) per cent of the equity share capital of the relevant corporation shall be deemed to be “Control” of the corporation;
“Memorandum” means the Memorandum of Association of the Company;
“Shares” means ordinary shares in the capital of the Company.
1.2
In this Agreement, unless the context otherwise requires:

(a)
references to Recitals and Schedules are to be construed as references to the recitals and schedules to this Agreement and references to this Agreement include its Schedules;

(b)
words importing the singular include the plural and vice versa, words importing a gender include every gender;

(c)
references to a person shall be construed as including references to an individual, firm, issuer, corporation, unincorporated body of persons or any state or any agency thereof;

(d)
any reference to a statutory provision shall include such provision and any regulations made in pursuance thereof as from time to time modified or re-enacted;

(e)
headings are for convenience of reference only and shall not affect the interpretation of this Agreement.
2.
Undertakings and Accession
2.1
The Parties shall take such steps as for the time being lie within their power to procure and ensure that, within [number e.g. 30] days from the date of this Agreement, any constitutional documents of the Company, including without limitation the Memorandum and Articles, are amended and adopted as necessary to be made consistent with the terms and conditions of this Agreement. In the event of any conflict between the terms and conditions of this Agreement and the Memorandum or Articles, this Agreement shall prevail.
2.2
Each Shareholder and the Company undertakes with the other Shareholders that it shall procure and ensure that no issue or transfer of Shares shall be effected unless such issue or transfer is effected as permitted by and in accordance with the provisions of this Agreement.

2.3
The Parties each agree that they shall not register an allotment of new Shares or execute a transfer of existing Shares unless such allottee or transferee, if not already bound by the provisions of this Agreement, executes a legally binding undertaking to be bound by the terms of this Agreement as if an original party hereto. Upon the execution of such undertaking, such allottee or transferee shall be deemed, for the purposes of this Agreement, to be a Shareholder and shall be subject to all the obligations and entitled to all the benefits created in this Agreement with respect to Shareholders.
2.4
The Company may establish an employee share option scheme on terms and conditions to be approved in writing by the Board of Directors (the “ESOS”). The total number of Shares in respect of which the Company may grant options, when added to the number of Shares issued and which would be issued upon the exercise of all outstanding options under the ESOS, shall at no time exceed [number e.g. 10] percent of the enlarged issued share capital of the Company.
3.
Business of the Company
3.1
The Parties agree that the principal activity of the Company (the “Business”) shall be [thorough description of what the company does or shall do].
3.2
The Company undertakes to and covenants with the Shareholders that:
(a)
the Company shall not, without the prior written consent of the Shareholders, depart from the Business or carry on any business activity which is not ancillary or incidental to the Business; and
(b)
the Company shall conduct its highest value-added activities and shall be headquartered in [country]; and

(c)
in the event of any material change to the financial forecasts or funding needs as stipulated in the Company's business plan provided to the Shareholders whether prior to, on or after the date hereof, the Company shall inform the Shareholders of such change as soon as practicably possible.
4.
Management

4.1
The Company shall enter into, no later than [number] days from the date of this Agreement, industry-standard employment agreements with the following key management staff who will manage the operations and business of the Company (if such employment agreements shall not already have been entered into prior to the date hereof):
(a)
[name] as [position in company]; and

(b)
[name] as [position in company]; and

(c)
[name] as [position in company]. 

4.2
The Company shall obtain the prior written approval of all Shareholders before authorising the payment of any remuneration package (which shall include any bonus or gratuity) exceeding [amount e.g. £100,000] per annum.

4.3
Unless otherwise expressly agreed between Parties, the Board of Directors shall initially consist of:

(a)
[name] of [address]; and

(b)
[name] of [address]; and

(c)
[name] of [address].
4.4
The Parties shall be further entitled to jointly appoint additional Director(s), which persons shall be mutually agreeable to the Parties.
…

…

…
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