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SHAREHOLDERS AGREEMENT 
 
 
 
 
 
 
 
 
 
 
THIS AGREEMENT is made the  day of                                  2000 
 
BETWEEN 
 
(1) THE PERSONS whose names and addresses are set out in Schedule 1 (“the 
Shareholders"). 
 
(2) [  ] a company registered in England under Number [    ] whose 
registered office is at 
[                               ] (“the Company") 
 
 
 
RECITALS 
 
 
(A) The Company is a private company limited by shares incorporated on [          ] 
2000 under the Companies Acts 1985 to 1989 and has at the time of execution of this 
agreement an authorised share capital of £100 divided into 100 Ordinary Shares of [£1] 
each, of which 1 share has been issued and is fully paid or credited as fully paid. Further 
particulars relating to the Company are set out in Schedule 2. 
 
(B) [                   ] Shareholder is the registered holder and beneficial owner of the 
single issued share referred to in Recital A.  
 
(C) The persons specified as directors in Schedule 3 are the only directors of the 
Company at the date of this agreement. 
 
(D) It has been agreed that  the authorised share capital of the Company will be 
increased to £[  ] divided into [   ] ordinary shares. 
 
(E) Each Shareholder has agreed to subscribe for such number of shares in the 
increased and reorganised share capital of the Company as is set out opposite his name in 
Schedule 1 upon the terms and conditions of this agreement. 
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(F) The Shareholders and the Company have agreed to enter into this agreement for 
the purpose of regulating their relationship with each other and certain aspects of the 
affairs of and their dealings with the Company. 
 
 
IT IS AGREED: 
 
1.  DEFINITIONS AND INTERPRETATION 
 
 
In this agreement, unless the context otherwise requires: 
 
1.1 “the Act" means the Companies Act 1985; 
 
 "agreed form" means in the form previously agreed by the parties to this 
agreement and signed for the purposes of identification by or on their behalf; 
 
 “the Articles" means the new articles of association in the agreed form to be 
adopted by the Company on Completion (and any reference to an "Article" shall be a 
reference to that article of the Articles); 
 
 "associate" means, in relation to any person, an associated company of that person 
or a person who is connected with that person.  
 
 “the Auditors" means the auditors from time-to-time of the Company; 
 
 “the Board Minutes" means the minutes of a meeting of the board of directors of 
the Company in the agreed form; 
 
 "Completion" means the performance by the parties of the obligations assumed by 
them respectively under clause 3; 
 
 "Deed of Adherence" means a deed in such form as the Shareholders may agree 
whereby a new Shareholder agrees to be bound by the terms of this agreement; 
 
 “the Directors" means the persons set out in Schedule 3 and thereafter directors 
from time-to-time of the Company and any alternates  appointed in accordance with the 
Articles; 
 
 "Encumbrance" means and includes any interest or equity of any person 
(including, without prejudice to the generality of the foregoing, any right to acquire, 
option, right of pre-emption or right of conversion) or any mortgage, charge, pledge, 
lien, assignment or any other encumbrance, priority or security interest or arrangement 
 of whatsoever nature over or in the relevant property; 
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 “the Group" means the Company and its subsidiaries (if any) from time to time; 
 
 "Intellectual Property Agreements" means the assignments, licences and options 
in relation to intellectual property in the agreed form between  [         ]   and the 
Company; 
 

“the Parties" means the  parties to this agreement; 
 
 "share" means a share in the capital of the Company of whatever class; 
 
 “the Subscription Shares" means the shares to be subscribed for by the 
Shareholders as set out in this agreement; and 
 
 “the Shareholders" means all those persons holding shares in the capital of the 
Company and who are parties to this agreement from time-to-time (and the expression 
"Shareholder" shall be construed accordingly); 
  
 
1.2 subject to being otherwise expressly defined in this agreement, words and phrases 
defined in Part XXVI of the Act and in the Articles bear the same respective meanings. 
 
1.3 unless otherwise specified, words importing the singular include the plural, words 
importing any gender include every gender and words importing persons include bodies 
corporate and unincorporated and in, each case, vice versa. 
 
1.4 the "Voting Power" held by a shareholder shall be determined by reference to the 
maximum number of votes which may (at the relevant time) be cast by that shareholder 
on a poll on all resolutions at a general meeting of the Company and references to the 
proportion of Voting Power held by a shareholder shall be to such maximum number of 
votes as a proportion of the total number of votes which could be cast on that poll, 
assuming that votes are cast in respect of all of the shares in the Company and 
disregarding for this purpose any restrictions on voting imposed by this agreement or by 
the general law. 
 
1.5  References to Clauses and Schedules and other provisions are references to 
clauses, schedules and other provisions of this agreement. 
 
1.6 References to this agreement or any other document shall, where appropriate, be 
construed as references to this agreement or such other document as varied, 
supplemented, novated and/or replaced in any manner from time to time. 
 
1.7 The Clause headings shall not affect interpretation. 
 
2.   SUBSCRIPTION 
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2.1  Each Shareholder shall subscribe for such number of shares as is set 
against his name in Schedule 1 upon the terms and conditions of this agreement. 
 
3.   COMPLETION 
 
3.1 Completion shall take place at the offices of  
[                ] immediately after the execution of this agreement. 
 
3.2 On Completion, the parties shall sign a written resolution in the agreed form to 
effect those matters referred to in Recital (D). 
 
3.3 Each Shareholder shall subscribe for such number of Subscription Shares as is 
set out against his name in Schedule 1 at the price per share set out against his name in 
Schedule 1 and shall on or prior to Completion deliver to the Company cleared funds for 
the relevant amount in favour of the Company in payment in full therefore. 
 
3.4 The parties shall procure the following to be done: 
 
3.4.1 A meeting of the directors of the Company shall be held, at which the business 
referred to in the Board Minutes shall be transacted and all documents and forms referred 
to therein (including all documents in the agreed form as appropriate) shall be executed 
and signed; 
 
3.4.2  The register of members of the Company shall be written up to reflect the 
subscription of shares and definitive certificates in respect of the Subscription Shares 
shall be issued in favour of and delivered to each Shareholder. 
 
3.5  The Intellectual Property Agreements shall be entered into by the Parties 
the Company. 
 
3.6  The Company shall not be obliged to issue any of the Subscription Shares 
unless each of the Shareholders subscribes for the full number of Subscription Shares as 
set out opposite their respective names in Schedule 1 and full value is received therefore 
from each Shareholder on or prior to Completion. 
 
 
4.  APPLICATION OF SUBSCRIPTION MONIES 
 
4.1  The Company covenants and undertakes with the Shareholders that the 
subscription monies for the Subscription Shares shall be applied by the Company solely 
for the purpose of providing working capital for the business of the Company. 
 
 
5.  DIRECTORS 
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5.1  The board of directors of the Company shall consist of the persons named 
in Schedule 2 and such further directors as may be appointed by the Directors or the 
Company in general meeting. 
 
 
6.  THE COMPANY'S BUSINESS 
 
6.1  The Company undertakes with the Shareholders each of the Shareholder 
Parties that it will (and it will procure that each of the other members of the Group will): 
 
6.1.1  carry on and conduct its business and affairs in a prudent and efficient 
manner and for its own benefit; 
 
6.1.2  transact all its business on arm's length terms; 
 
6.1.3  ensure that its business, other than routine day-to-day business, shall be 
undertaken and transacted by its Directors or by its shareholders in general meeting; 
 
6.1.4  maintain with a well-established and reputable insurer adequate insurance 
against all risks usually insured against by companies carrying on the same or a similar 
business and (without prejudice to the generality of the foregoing) for the full 
replacement or reinstatement value of all its assets of an insurable nature; 
 
6.1.5  not acquire, dispose, hire, license or receive licences of any assets, goods, 
rights or services otherwise than at the best price reasonably obtainable in the 
circumstances; 
 
6.1.6  keep accurate accounts and records of all its operations according to 
generally accepted accounting principles and ensure that full information as to its 
activities and its financial condition are at all reasonable times available to each of the 
Directors and each Shareholder; 
 
6.1.7  provide each Shareholder within 4 weeks of the end of each calendar 
month with unaudited management accounts for such month; 
 
6.1.8  deliver to each Shareholder as promptly as reasonably practicable such 
additional financial or other information as may be requested by that Shareholder upon 
giving reasonable prior written notice; and 
 
6.1.9  prepare such accounts in respect of each accounting reference period as 
are required by statute and procure that such accounts are audited and submitted to the 
Shareholders within 3 months after the end of the relevant accounting reference period. 
 
6.2  The Shareholders undertake with each other to exercise their powers in 
relation to the Company so as to procure that the Company will not without the prior 
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written approval of Shareholders who between them have at least 50% of the Voting 
Power from time to time: 
 
6.2.1  alter the provisions of its memorandum or articles of association or 
change the Company's name or pass any resolution for winding-up (save where it is 
insolvent); 
 
6.2.2  capitalise, repay or distribute in any form any amount standing to the 
credit of any of its reserves or any of its distributable profits or redeem or purchase any 
of its own shares or increase or otherwise reorganise its share capital or alter any of the 
rights attaching to its shares; 
 
6.2.3  save in respect of options granted pursuant to an Employee Share Option 
Scheme, create or issue any shares or securities convertible into shares or grant or agree 
to grant any option over its shares; 
 
6.2.4  pass any resolution (whether pursuant to Part II of the Act or otherwise) 
whereby its classification or status may be changed; 
 
6.2.5  acquire or make any material investment in another company or business 
or incorporate any subsidiary; 
 
6.2.6  enter into or vary any contract or arrangement with any of its Directors or 
any shareholder or with any associate of a Director or shareholder; 
 
6.2.7  give any guarantee, indemnity or security in respect of the obligations of 
any other person (except another company in the Group); 
 
6.2.8  create or allow to subsist any Encumbrance over any of its assets (other 
than a lien arising by operation of law or a retention of title agreement arising in the 
ordinary course of business); 
 
6.2.9  sell, transfer, lease, license or in any way dispose of its business, 
undertaking or freehold or leasehold property or any material part thereof or interest 
therein; 
 
6.2.10 change the nature or scope of its business as carried on from time- to-time or 
discontinue such business (save where it is insolvent) or commence any new business or 
new project of a material nature not being ancillary or incidental to its existing business; 
 
6.2.11 enter into any partnership or profit sharing arrangement or joint venture with any 
other person; 
 
6.2.12 adopt any strategic business plan or operating budget or any amendment thereto; 
or 
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6.2.13 sell, tender, license or in any way dispose of any intellectual property rights of the 
Company. 
 
6.3  Each Shareholder shall use all reasonable and proper means in his power 
to maintain, improve and extend the business of the Group and to further the reputation 
and interests of the Group. 
 
7.  TRANSFERS 
 
7.1  None of the Shareholders shall transfer or dispose of any interest in or 
create any Encumbrance or trust over any of his shares in the Company except: 
 
7.1.1  by a transfer of the entire legal and beneficial interest therein or (in the 
case of the creation of a trust) by a transfer to trustees of the entire legal and beneficial 
interest therein to be held on trust; and 
 
7.1.2  in accordance with, as permitted or required by and subject to the 
provisions of the Articles and this agreement. 
 
7.2  The Company shall not register any transfer made in breach of this 
agreement and the shares comprised in any transfer so made shall carry no rights 
whatsoever unless and until, in each case, the breach is rectified. 
 
 
8.  NEW MEMBERS 
 
8.1  The parties hereto shall procure that before any person (other than a 
person who is already a shareholder) is registered as the holder of any share in the 
Company such person shall enter into a Deed of Adherence. The Company shall not 
register any such person as the holder of any share until such a Deed of Adherence has 
been executed. Upon such registration and execution, that person shall be deemed to be a 
party to this agreement. 
 
 
9.  DURATION OF OBLIGATIONS 
 
9.1  The obligations of each of the Shareholders shall continue for so long as 
that Shareholder remains a holder of shares in the Company but, upon any such person 
ceasing to be a Shareholder in the Company, the obligations of that person hereunder 
shall cease and determine save for any provision hereof which in relation to that person is 
expressly or by implication intended to come into force on or to continue in force after 
such cessation, without prejudice to the due performance by such person of all his 
obligations up to the date of such cessation and the remedies of any of the other parties 
hereto in respect of a breach thereof. 
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9.2  The provisions of this agreement shall remain in full force and effect until 
such time as the Shareholders agree in writing to the contrary, at which time the 
obligations and liabilities of the parties under this agreement shall immediately cease and 
determine, provided that such cessation or determination shall be without prejudice to 
any obligations or rights of any of the Parties which have accrued prior thereto. 
 
9.3  The provisions of this agreement (including, without limitation, the 
restrictions contained in this agreement) shall remain in force and be fully applicable in 
all circumstances in accordance with their terms and, in particular, shall not be 
discharged or affected by any breach or repudiation of this agreement or of any of the 
agreements or other documents referred to in this agreement or of any contract of service, 
contract for services or terms of service or engagement in force between any of the 
Shareholders and any company in the Group from time –to-time or by any unfair or 
wrongful dismissal by any company in the Group of any of the Shareholders, in each 
case whatever its nature or howsoever caused or arising or by any other matter, 
circumstance or thing whatsoever. 
 
 
10.  PARTIES BOUND 
 
10.1  The Company undertakes with each of the other Parties to be bound by 
and comply with the terms and conditions of this agreement insofar as the same relate to 
the Company and to act in all respects as contemplated by this agreement. 
 
10.2  The Shareholders shall exercise their powers in relation to the Company 
to procure that the Company fully and promptly observes, performs and complies with its 
obligations under this agreement, the Articles and any contract of service or contract for 
services which it may have with any of the Shareholders from time to time. 
 
10.3  Each Shareholder undertakes with each of the other parties hereto that 
whilst he remains a party to this agreement he will not (except as expressly provided for 
in this agreement) agree to cast any of the voting rights exercisable in respect of any of 
the shares in the Company held by him in accordance with the directions, or subject to 
the consent of, any other person (including another Shareholder). 
 
 
11.  CONFIDENTIALITY 
 
11.1  Each Shareholder undertakes to each of the other that he will not at any 
time hereafter use or divulge or communicate to any person other than to officers or 
employees of the Group whose province it is to know the same or on the instructions of 
the Directors any confidential information concerning the business, accounts, finance, 
contractual arrangements or intellectual property (whether owned or licensed by the 
Company) or other dealings, transactions, affairs or property of the Group which may 
come to his knowledge and he shall use all reasonable endeavours to prevent the 
publication or disclosure of any confidential information concerning such matters and so 
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that these obligations shall continue to apply after that  Shareholder shall cease to be a 
party to this agreement or otherwise involved in the affairs of the Group without limit in 
point of time but shall cease to apply to information which shall come into the public 
domain other than by a breach of this clause or which, for any other reason other than 
through the default of that Shareholder, shall have ceased to be confidential. 
 
11.2  No announcement or publicity concerning the terms of this agreement or 
the interests of any Shareholder in the Company shall be made or issued by any of the 
Parties without the prior written approval of the other Parties other than as required by 
law or by the rules of any competent regulatory authority to which any of the Parties is 
subject (in which case the Shareholders shall consult with each other on the form of the 
announcement). 
 
12.  THE ARTICLES 
 
12.1  If, during the continuance of this agreement, there shall be any conflict 
between the provisions of this agreement and the provisions of the Articles then, during 
such period, the provisions of this agreement shall prevail as between the Shareholders 
over the Articles and, in the event of such conflict, the Shareholders shall procure at the 
request of any of the Shareholders such modification to the Articles as shall be 
necessary to cure such conflict. 
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12.2  Each of the Parties undertakes with each of the others to fully and 
promptly observe and comply with the provisions of the Articles to the intent and effect 
that each and every provision thereof shall be enforceable by the parties hereto inter se 
and in whatever capacity contained in this agreement shall be deemed to constitute an 
amendment of the Articles or of any previous articles of association of the Company. 
 
13.  BREACH 
 
13.1  If any Shareholder commits any material breach of his or its obligations 
under this agreement and fails to remedy such breach (if capable of remedy) within 30 
days after being given notice in writing so to do by the Board, then the shareholder shall 
be required to transfer his shares in accordance with the provisions of the Articles. 
 
14.  NOTICES 
 
14.1  All notices which are required to be given under this agreement shall be in 
writing and shall be sent, in the case of a company, to its registered office from time to 
time or, in the case of any other person, his address as given in this agreement or in any 
Deed of Adherence or such other address as he may have notified to the Company in 
writing in accordance with this clause.  Any such notice may be delivered personally or 
by first class prepaid letter or facsimile transmission and shall be deemed to have been 
served if by delivery when delivered if by first class post 48 hours after posting and if 
facsimile transmission when despatched. 
 
15.  GENERAL 
 
15.1  This agreement may not be assigned in whole or in part but is binding 
upon and shall ensure for the benefit of the parties' personal representatives and 
successors, provided that this clause shall not prevent a transfer of shares in accordance 
with Clause 7. 
 
15.2  It is agreed that each Shareholder will bear its own costs and expenses in 
relation to the negotiation, preparation and implementation of this agreement. 
 
15.3  This agreement supersedes any previous agreement between the Parties in 
relation to the matters dealt with in this agreement, represents (together with the 
documents referred to in this agreement) the entire agreement between the parties hereto 
in relation to such matters and may not be varied except by a written instrument signed 
by all the Parties. 
 
15.4  The failure by any of the Parties  at any time to require performance by 
any other of the Parties or to claim a breach of any term of this agreement shall not be 
deemed to be a waiver of any right under this agreement and no waiver of any provision 
hereof shall be effective unless made in writing by the person or persons granting the 
waiver. 
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15.5  This agreement shall be governed by and construed in accordance with 
English law and the Parties hereby submit to the non-exclusive jurisdiction of the English 
Courts. 
 
15.6  Notwithstanding that the whole or any part of any provision of this 
agreement may prove to be illegal or unenforceable, the other provisions of this 
agreement and the remainder of the provision in question shall continue in full force and 
effect. 
 
15.7  The Parties shall procure that any necessary third parties over whom they 
have control shall and shall use their respective reasonable endeavours to procure that 
any other necessary third parties shall, do, execute and perform all such further deeds, 
documents, assurances, acts and things as any of the Parties may reasonably require by 
notice in writing to the others to carry the provisions of this agreement and the Articles 
into full force and effect. 
 
15.8  Nothing in this agreement shall constitute or be deemed to constitute a 
partnership or agency between any of the Parties and none of them shall have any 
authority to bind the others in any way. 
 
15.9  Where any of the parties hereto is required under this agreement to 
exercise his or its powers in relation to any company in the Group to procure a particular 
matter or thing, such obligation shall be deemed to include an obligation to exercise his 
or its powers both as a Shareholder and as a director (where applicable) of such 
company and to procure that any nominee of his or it or any director appointed by him or 
it shall procure such matter or thing. 
 
IN WITNESS whereof, this Deed has been entered into the day and year first before 
written 
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SCHEDULE l 
 
(Particulars of the Shareholders) 
 
Name and Address Number of Ordinary Shares of £1 each Subscription Price per Share  
 
A. Smith  75     £1 
1 High Street 
Anytown 
County 
AB1 2CD 
 
B.Jones  10     £1 
2 Main Road 
Othertown 
Big City 
EF3 4GH 
 
C.Brown  8     £1 
3 Market Place 
Littletown 
Rural County 
JK5 6LM 
 
D.Patel   7     £1 
4 Acacia Avenue 
Barchester 
Big City 
NP7 8QR
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SCHEDULE  2 
 
(Particulars of the Company) 
 
 
Number:    Office:     
 
 
 
 
 
Authorised Share Capital:   £100 consisting of 100 shares of £1 each 
Issued & Fully Paid Share Capital:  £1, consisting of 1 share of £1:  
  
 
 
SCHEDULE 3  
THE DIRECTORS 
A Smith 
 
C Brown 
 
D Patel
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EXECUTED as a deed by  
 
 
       [   date   ] 
 
A. Smith 
 
 
       [   date   ] 
 
B.Jones 
 
 
       [   date   ] 
 
C.Brown  
 
 
       [   date   ] 
 
D.Patel  
 
 
 
 
 
 
 
As witnessed by: 
 
 
       [   date   ] 
 
 
Executed by the Company as a Deed 
 
Director 
 
Director/Secretary 
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