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SHAREHOLDERS AGREEMENT 
CHECKLIST & QUESTIONNAIRE
In the columns and spaces provided please complete as much of this form as possible by either inserting details or ticking where appropriate.
Please note this questionnaire is most suitable for a shareholders agreement when a company has either just been set up, or pre-incorporation (recommended) as a condition precedent for forming the company.

This questionnaire details many of the main issues which may be covered in a shareholders agreement, the articles of association and directors service agreements. Not all the issues referred to below will be relevant in all circumstances, although the questionnaire will help identify key points for the shareholders to agree on and make sure the agreement suits a company’s particular circumstances.
If you would like us to offer you a fixed fee for putting a shareholders agreement together please return the completed questionnaire to jonathan@jonathanlea.net
You may also like to arrange a call to discuss the issues below which will usually save you time agreeing all the main provisions.
This document is for general guidance only. It does not contain definitive advice.
 © Jonathan Lea Limited
	Name of the company.
	

	The company’s registered office address.
	

	Registered company number 
(if incorporated yet).

	

	Number of shares in the company and nominal value of each share. 
E.g. 100 ordinary shares of nominal value £1.00 each.
	

	Ordinary shares with equal rights to voting, dividends and capital?
Or different classes of shares? 
If so, please specify.
E.g. shareholders often agree to have alphabet shares (A ordinary shares, B ordinary shares etc) so the board can decide how to distribute dividends amongst each class rather than otherwise having to pay dividends pro rata the shareholdings
	

	Names of shareholders, their residential addresses and their shareholding.
	

	Names and addresses of directors 
(if they are different / in addition to the shareholders).

	

	Are there any pre-emption rights in respect of transferring shares? 
I.e. that if a shareholder wishes to sell to an outsider he first has to provide existing shareholders with the opportunity to buy at the same offer price, or at fair value determined by an independent accountant.
 
	

	Are there any pre-emption rights in respect of issuing new shares? 
I.e. to have chance to avoid dilution, new shares have to first be offered to existing shareholders pro rata their existing holdings before anyone is able to be issued with new shares and that this provision can only be dis-applied with e.g. 80% shareholder vote.

	

	Are there any share transfers that can take place without the shareholder being required to offer the shares to other shareholders?

“Other shareholders” might include family members, trusts, companies owned by shareholders etc.

	

	Are there any dividend rights in respect of the shares? Pro rata or ability for directors to vote how to apportion?

Any policy for when dividends can be declared or at discretion of the board by majority vote of directors?


	

	Are there any vesting arrangements in respect of the shares?
Vesting works as a re-purchase right in favour of the company over certain shares for a limited period of time before such shares are said to ‘fully vest’. The re-purchase right can be exercised e.g. if employment is terminated and the shares vest in accordance with a table whereby vesting takes place linearly and accumulates each month and determines what a leaver gets if he leaves before the shares have fully vested.

	

	After the vesting period has ended would you like ‘good’ and ‘bad’ leaver provisions whereby a departing shareholder’s shares are valued on a different basis?


	

	Consequences of a shareholder failing to comply with the terms of the shareholders agreement?  

Consider cessation of directorship, or automatic offer to all remaining shareholders of his or her shares at a certain valuation (backed up by a power of attorney in favour of the company).

	

	Consequences of the death of a shareholder? Are shares dealt with in the same way as if that shareholder departed from the company (and the shares are offered to the remaining shareholders) or will his/her estate inherit the shares?

	

	Is there to be any option scheme whereby further shares are issued or transferred?

If so, please specify.

	

	Please provide brief details of the nature of the business carried out by the company.

	

	How often are meetings held? What will be the minimum number of directors required for a meeting in order to transact business?

	

	Who will be the managing director/chairman and will the other directors have any specific roles or titles? Will the chairman have a casting vote?

	

	Can the directors/shareholders appoint alternative shareholders?
Will shareholders have a right to appoint new directors.

	

	If a director’s employment is terminated, will they have to sell their shares?
If so, how will the price be determined? 

	

	Will the major decisions of the company need the consent of 51%, 75% or 100% (or another percentage) of the shareholders?
Please indicate for each option in the column opposite.

If not covered by the shareholders agreement these decisions will otherwise be made by either a vote of 51% or 75% of the shareholders, or if not covered by the Companies Act 2006 as a decision reserved for shareholders will be made by a majority of the directors at a board meeting.

Where threshold figures are given in the column opposite (e.g. a value of £2,000 in (j)) you may decide to vary these numbers.

	(a) Cease to be a private company or change (by whatever means) the nature of the business.

(b) Amend the articles of association.
(c) Change the name of the company.
(d) Sell or otherwise dispose of the whole or any part of the company’s undertaking, property, assets, or any interest in them or contract to do so whether or not for valuable consideration.
(e) Increase, reduce, sub-divide, consolidate, redenominate, cancel, purchase or redeem any of the capital of, or allot or issue any shares or other securities in the capital of, the company.
(f) Alter any rights attaching to any class of share in the capital of the company, or create any option, warrant or any other right to acquire or subscribe for any shares or other securities in the capital of the company.
(g) Conduct the business otherwise than in the ordinary course of business on an arm’s length basis.
(h) Do, permit or allow to be done any act or thing whereby the company may be wound-up, or enter into any compromise or arrangement under the Insolvency Act 1986.
(i) Merge or amalgamate with any other company or undertaking, or acquire directly or indirectly any interest in any shares or other security convertible into shares of any other company, or form or acquire any subsidiary.
(j) Purchase, lease or otherwise acquire assets, or any interests in assets, which in aggregate exceed the value of £2,000.
(k) Enter into any other contract, transaction or arrangement relating to day-to-day transactions of a value exceeding £5,000.
(l) Borrow any money in excess of £2,000 or any limits agreed in writing from time to time between the shareholders, or create any mortgage, debenture, pledge, lien or other encumbrances over the undertaking or assets of the company, or factor, assign, discount or otherwise dispose of any book debts or other debts of the company.
(m) Give any guarantee, make any payment or incur any obligation or act as surety otherwise than in connection with the company’s ordinary business for the time being.

(n) Lend or agree to lend, grant any credit or make any advance to any person otherwise than in the ordinary course of the business of the company.
(o) Remove any of the existing directors or appoint any new director.
(p) Hold any meeting of the shareholders or purport to transact any business at such meeting, unless each shareholder is present, whether in person or by proxy.
(q) Authorise the payment of any dividend or other distribution to the shareholders.
(r) Entering into or varying any director’s service contract.
(s) Appointing any employee or contractor.
(t) Entering into any profit sharing, bonus, share option, death or retirement benefit scheme for employees.
(u) Determining the annual business plan and budget.
(v) Initiating, conducting or settling any litigation.


	How will the company be financed? By capital from shareholders or by loans?
	

	Would you like any positive covenants to be given by the shareholders in relation to devoting a certain amount of time to the business and any other specific duties?


	

	Will the directors need to provide management accounts to the shareholders?

If so, how often?

	

	Are there to be any non-competition, non-dealing or non-solicitation provisions governing shareholders while they hold shares and after they no longer hold shares, too?


	 

	Do you require the usual drag along and tag along rights?
Drag along rights mean a majority of shareholders can force a minority to sell their shares at the same price the majority have accepted for the sale of their shares, while tag along rights mean that a minority shareholder can sell their shares at the same valuation as majority shareholders sell their shares and not risk being ‘left behind’.

	

	Do you require any call or put options in respect of the shares being issued?

With a call option you can agree that a shareholder has an option to buy another person’s shares at a certain price within a certain time period, while a put option is an agreement for there to be an option whereby one shareholder can sell his shares at a certain agreed price or method of valuation within a certain time period. These can be useful if a deadlock situation ever arises.


	

	Will there be any specific arrangements in the event of a deadlock? 
E.g. the obligation for first attempting to arrive at a negotiated settlement, appointing a mediator if necessary, arbitration, put and call options, competitive bids for shares and possible liquidation. 


	

	Do you want the shareholders agreement to deal with anything else not already covered? If so, please identify any additional provisions and provide details.
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