
Private and Confidential 
 
MEMORANDUM OF UNDERSTANDING ON THE ESTABLISHMENT 
OF XYZ LIMITED 
 
This Memorandum of Understanding (MOU) is to set out the relationship 
between the founding shareholders of XYZ Limited, Company No 1234567 
(XYZ). This MOU may be replaced by a formal shareholders agreement but, 
until it is, this MOU is to be legally binding. 
 
1. The Business 
 XYZ is to be established as the leading supplier of widget services. This will 
initially be in the UK but will roll out into Europe and into the US at the 
appropriate point. Revenue will be derived from sale of widgets and related 
services and the licensing of the XYZ name. Initial funding has been provided 
by Mr John Doe by way of loans and by the other shareholders contributing 
their time and resource in the development of the project and the business plan. 
 
2. Authorised Share Capital 
The authorised share capital shall be £1000, divided into Ordinary Shares of £1 
each. 
 
3. Founding Shareholders and Finance 
John Doe       65% 
Founding Shareholder 1     15% 
Founding Shareholder 2     15%  
Founding Shareholder 3     5% 
 
Total        100% 
 
The founding shareholders shall subscribe for their shares at par.  
The initial allocation of shares to third parties, for example to alliance partners, 
shall come from John Doe’s share allocation until his allocation has been 
reduced to 55%. Thereafter, all the founding shareholders interests will dilute 
down equally on the bringing in of outside investors.  
 
The initial financial investment (as supported by invoices and vouchers) of 
John Doe shall be treated as a loan to the company on reasonable terms or such 
other equitable treatment as the parties shall agree. 
 
4. Directors and Company Secretary 
Initial Directors shall be John Doe, Founding Shareholder 1 and Founding 
Shareholder 2. The Company Secretary shall be Founding Shareholder 2. 
 
5. John Doe and Founding Shareholder 1 shall devote themselves full time to 
the XYZ business. 
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6. Matters requiring holders of 75% of shares to agree: 

 
Alter authorised or issued share capital 
Issue any shares 
Reorganise the share capital 
Material change in the XYZ business 
Disposal of all or part of the business 
Achieving an exit by float or trade sale 
Borrowing in excess of £20,000 
Expenditure of over £20,000 
Mortgaging or charging any of  XYZ’s assets 
Changing XYZ’s bankers 
Altering the constitution of  XYZ. 

 
7. Share Transfers 

Each of the founding shareholders shall have a right of first refusal on transfer 
of any shares being offered for sale to third parties by any of the others. The 
Shareholders Agreement to be entered into and Articles of Association shall 
contain usual provisions on drag and tag along, good leaver/ bad leaver and the 
like. 
 
8.Conduct and Restrictive Covenants 
The parties shall be completely open and honest with each other with respect to 
XYZ and, in particular, for the duration of this MOU (and any shareholder 
agreement that replaces it) and for 12 months thereafter, none of the 
shareholders shall, without the prior written consent of all the others, have any 
interest in or otherwise be involved in any business which competes directly or 
indirectly with XYZ. 
 
9. Insurance, Data Protection and Intellectual Property 
XYZ shall take out appropriate insurances, register under the Data Protection 
Act and deal with other regulatory issues. All Intellectual Property used by 
XYZ shall belong to XYZ.  
 
10.Confidentiality 
Except for any media and other activity agreed by all the shareholders, all 
shareholders will keep absolutely secret and confidential all information of a 
confidential nature of XYZ and each other and the terms and existence of this 
MOU.  This obligation shall not apply to any information which is already in 
the public domain at the date of this MOU or subsequently comes into the 
public domain other than as a result of a breach of this MOU.  
 
11.Service Level Agreements and Service Agreements 
Founding Shareholder 3 will enter in Service Level Agreements with XYZ on 
reasonable terms 
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John Doe, Founding Shareholder 1 and Founding Shareholder 2  will enter into 
Service Agreements with XYZ on reasonable terms 
 
12.Governing Law and Jurisdiction 
This MOU is to be governed by and construed according to English law and the 
parties submit to the non-exclusive jurisdiction of the English Courts.  
 
Signed by the individual shareholders and for and on behalf of the corporate 
shareholders.  
 
Signed by John Doe 
 
Signed for and on behalf of Founding Shareholder 3 
 
Signed by Founding Shareholder 1 
 
Signed by Founding Shareholder 2 
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