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Summary: This is a standard shareholders agreement 
which provides an allocation for an employment stock 
option plan. 

 

SHAREHOLDERS’ AGREEMENT 
OF  

[INSERT NAME OF COMPANY] 
 

 

 

*****  *****
WHEREAS 
 

  

A. The Parties have agreed to establish a limited 
liability company in [INSERT JURISDICTION] for 
purposes of [INSERT NATURE OF THE BUSINESS].  

 
B. The Parties have agreed to enter into certain 

commitments and to regulate the exercise of 
their rights in relation to the Company in the 
manner set out in this Agreement. 

 

  

 

 

 

NOW THEREFORE IT IS AGREED AS FOLLOWS:- 
 

  

1. DEFINITIONS  1- التعريفات 

1.1 In this Agreement (including the recitals): 
 

 فى هذه الإتفاقية تتضمن التالي: 1/1 

“Applicable Law”    
“Auditors”    
“Board of Directors”      
“Business”    
“Business Day”    
“Business Plan” means a plan prepared in relation to 
the Business , to include: (a) a marketing plan, which 
provides general sales and marketing philosophy and 
strategy covering sales, marketing and promotional 
activities, market analysis and pricing strategy; (b) the 
Budget (c) a capital plan for expenditures on 
furniture, fixtures and equipment and any other 
proposed capital improvements;***  

 

 
“Budget” means an (a) an operating budget including, 
but not limited to an annual forecast of operations, 
sales, advertising, marketing, general and  ***  
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“The Company” means    
“Competent Authorities”    
“Director”   

“Employee Share Option Plan”  means the incentive 
plan adopted by the Board of Directors established to 
reward employee performance with ownership in the 
Company by allocating ten (10%) of the Share Capital 
for distribution to senior management. 
 

 

“Financial Year”   

“Gross Turnover”   

“Independent Accountant” means an 
independent accountant whose identity is agreed in 
writing between the Parties but, in the absence of 
such agreement***  
 

  

“Memorandum”  

“Net Profits”    
“Parties”    

“Shares”   

“Shareholder”   

“Territory”   

  

1.2 In this Agreement: 
 

 12

*****  *****
2. REPRESENTATIONS 
 

 2  

 
*****  *****

3. FORMATION OF THE COMPANY 
 

 3  

 
3.1 Company Formation: The Parties shall establish 
a [INSERT TYPE OF COMPANY i.e. limited liability 
company, private joint stock company, partnership, etc] 
in the Territory to carry out the activity described in 
Article 4 in accordance with the Applicable Law and the 
provisions of this Agreement.   
 

 31

 

*****  *****
4. BUSINESS OF THE COMPANY 
 

 4

4.1 Each of the Parties agrees to exercise its  41
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respective rights under this Agreement and as a Party 
in the Company so as to ensure: 
 
4.1.1 that the primary objects of the Company shall 
be to carry on the business of [INSERT OBJECTES OF 
THE COMPANY] and all other activities related thereto 
and as further described in the Memorandum of 
Association; 
 

411

 

*****  *****
5. SHARE CAPITAL / FUND REQUIREMENTS FOR 
COMPANY 
 

 5  

 

5.1 Share Capital: The Share Capital of the 
Company shall be [INSERT] divided into [INSERT] 
shares.  The par value of each Share being [INSERT].   

 

 51

 

5.2. Subscription of Share Capital: The 
Shareholders have subscribed to all the Share Capital of 
the Company as follows: 

 52

 
*****  *****

5.3. Changes in Share Capital: Notwithstanding 
Article 5.4 herein, the Shareholders agree that the 
Share Capital of the Company may be increased beyond 
its initial level of [INSERT] if considered necessary by 
the Board of Directors and approved by the General 
Assembly***   
 

 53

54

 
5.4 Increase in Share Capital for Employee Share 
Option Plan: The Shareholders agree to increase the 
Share Capital of the Company by ten (10%) percent and 
allocate additional shares to be distributed to qualified 
employees at such time as the Employee Share Option 
Plan (“Plan”) adopted by the Board of Directors is due 
to vest and is exercisable by the qualified 
employees***   
 

 54 

11

5.5 Working Capital: The Parties agree that the 
sum of [INSERT] shall be required as working capital 
(“Working Capital”) for the Company*** 
 

 5-5

   
5.6 Shareholder Loans  53 

*****  *****
5.7 Financing  57
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*****  *****

6. THE BOARD OF DIRECTORS 
 

 3  

 
*****  *****

6.3 Each of the Parties undertakes that at any one 
time there shall be at least one (1) Director appointed 
by it pursuant to Clause 6.1 able and willing to act as a 
Director and further undertakes that it shall procure 
that such Director (or his alternate) shall not wilfully 
absent himself from any Board of Directors meeting so 
as to prevent the transaction of business thereat. 
 

 63

61

 

*****  *****
6.5 The quorum for a meeting of the Board of Directors 

shall be*** 
 

 65

 
*****  *****

6.7 A resolution in writing signed by all the Directors 
entitled to attend a meeting of the Board of Directors 
shall be as valid and effective as if it had been passed at 
a Board of Directors meeting duly convened and held, 
and may consist of several documents in like form 
signed by one or more of the Directors. 
 

 67

 

*****  *****
6.10 The powers of the Board of Directors under this 
Clause shall include: 
 

 611

 

6.10.1 Any change in the accounting policies, bankers, 
accounting reference date or bank mandates; 

أ 6111 
 

6.10.2 The approval, variation or amendment to the 
annual Budget and/or annual Business Plan of the 
Company; 
 

 

6112

 

*****  *****
   
7. GENERAL ASSEMBLY 
 

 7 

 
7.1 The Company shall have one or more general 
meeting each year (the “General Assembly”) composed 
of all the Parties. A General Assembly shall be convened 
at the invitation of the Directors at least once a year on 
the date and at the place to be determined by the 
Directors within four (4) months following the end of 

 71
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the most recent Financial Year***  
 

 

*****  *****
7.4 Decisions on the following matters shall be 
reserved for the General Assembly and the agenda for 
the annual General Assembly shall include the following 
matters: 
 

 74

 
7.2.1 Any amendment to this Agreement; 
 

 741 

7.4.2 The variation or amendment to the Company’s 
Memorandum and Articles of Association with the 
approval of the Shareholders representing three 
quarters of the capital; 
 

 742

 

*****  *****
7.4.3 Any resolution for the winding up of the 
Company unless the Company shall have become 
insolvent; 
 

 744

 

*****  *****
7.4.10 Discussion and adoption of the balance sheet 
and profit and loss account; 
 

 7411 

*****  *****
7.6 Every Party shall have the right to discuss matters 
included in the agenda***  
 

 76

 
*****  *****

7-4 Resolutions of the General Assembly shall not 
be valid unless adopted by a number of Parties 
representing at least [INSERT] percent (X%) of the 
Company’s total share capital. 
 

 78

 

*****  *****
8.      EXERCISE OF VOTING RIGHTS 
 

 8 

 
8.1 Each Party undertakes with the others as 
follows: 
 

 81

 

*****  *****
9. ACCOUNTING MATTERS AND ANNUAL 

BUDGET 
 

 9  

 

9.1 The Parties shall procure that:  91 
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9.1.1 the Company shall at all times maintain 
accurate and complete accounting and other financial 
records in accordance with the requirements of all 
applicable laws and generally accepted accounting 
principles; 

 

 911

*****  *****
9.1.3 each Party and its respective authorised 
representatives shall be allowed access at all 
reasonable times to examine the books and records of 
the Company; 
 

 913

 

*****  *****
10. AUDITORS  
 
[Unless otherwise agreed between the Parties in 
writing the auditors of the Company shall be [INSERT 
NAME]] OR [The Parties shall appoint the auditors of 
the Company as the first General Assembly Meeting]. 
 

 11-  

 

 
*****  *****

11. MANAGEMENT OF THE COMPANY    
 

 11 

 
11.1 The Management of the Company shall vest in 
the Board of Directors.   
 

 111 

11.2 The Board of Directors shall have the authority 
to appoint the Chief Executive Officer (CEO), who shall 
have responsibility for the day-to-day management of 
the Company under the authority levels duly approved 
by the Board of Directors from time to time*** 
 

 112

 

11.3 The CEO shall be responsible to and report to 
the Board of Directors and shall keep the Board of 
Directors fully informed as to the operations, activities 
and status at all times of the Company*** 
 

 113

 

*****  *****
11.4 The Parties have approved the remuneration 
and the terms of employment of the CEO and have 
authorized, empowered and caused the Chairman of 
the Board to sign the Executive Employment 
Agreement on behalf of the Company*** 
 

 116

 

12. SHARE TRANSFERS  12  



 

7 
Shareholders’ Agreement 

 

  
12.1 Lock-in Period.***  
 

 121 

12.2 Subject to 12.1 above, if a Party wishes to 
transfer its Shares to a person who is not a Party, that 
Party must: 
 

 122121

 
12.2.1 obtain approval by the General Assembly to 
the proposed transfer;  
 

 1221

 

*****  *****
12.2.2 give the other Parties an opportunity to 
purchase those Shares pursuant to the Transfer Terms, 
or*** 
 

 1223

 

*****  *****
12.4 If more than one Party exercises the right to 
acquire the Shares,***  
 

 124

 
*****  *****

12.7 Except as expressly provided above, no Party 
shall: 
 

 127

 

12.7.1 pledge, mortgage (whether by way of fixed or 
floating charge) or otherwise encumber its legal or 
beneficial interest in its Shares; or  
 

 1271

 
*****  *****

13 DEFAULTING PARTY 
 

 16  

 
13.1 Except as otherwise provided herein, this 
Agreement shall automatically terminate thirty (30) 
Business Days after the Non-Defaulting Party provides 
written notice to the Defaulting Party (the “Automatic 
Termination Date”).  The "Non Defaulting Party" means 
any Party or Parties other than a Defaulting Party.  A 
“Defaulting Party” means a Party to which a Default 
Event applies.  A “Default Event” means any of the 
following:  
 

 131

 
 
13.1.1 the Defaulting Party fails to remedy any 

 

1311
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material breach on its part of this Agreement or the 
Memorandum within thirty (30) Business Days from the 
service of written notice by another Party complaining 
of such breach; or 

*****  *****
13.2 The-Non Defaulting Party is entitled to require 
the Defaulting Party to *** and the following provisions 
shall apply: 
 

 132

 

*****  *****
13.4.2 require the liquidation of the Company and 
the distribution of the net proceeds of such liquidation 
to the Parties in accordance with the Memorandum of 
Association; or 
 

 1342

 

*****  *****
13.5 The Defaulting Party shall join in, perform and 
execute any such sale (including all documents 
consequent thereto) referred to above when required 
or directed by the Non-Defaulting Party.    
 

 135

 

14. TERMS OF SHARE SALE 
 

 14  

 
14.1 Except as otherwise provided herein, it shall 
be a term of any sale of any Shares pursuant to this 
Agreement or the agreement of Parties that: 
 

 141

 
*****  *****

15. DIVIDENDS 
 

 15  

 
15.1   Nothing in this Agreement is intended to limit 
the extent to which the Company may declare and pay 
dividends to the Shareholders in respect of each 
Financial Year during the term of this Agreement, and 
the Company shall pay such dividends (whether cash or 
otherwise) as may be declared by the Board of 
Directors pursuant, and subject, to the Applicable Laws 
and the following conditions: 
 

 151

 
15.1.1 Any restrictions imposed by any banks or 
financial institutions in respect of any loans or facilities 
granted to the Company; 

 1511
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*****  *****
15.1.4 Calculations of the amount of a dividend to be 
paid from the Net Profits by the Company shall be 
ascertained as follows: 
 

 1514

 

(a) The total profits of the Company available for 
distribution (the “Distributable Profits”) shall be 
determined by the Directors; 
 

  

 

 
*****  *****

   
16. INDEPENDENT ACCOUNTANT 
 

 13  

 
16.1 In every case where an Independent 
Accountant is appointed under this Agreement: 
 

 161

 
16.1.1 the Independent Accountant shall be an 
expert and not an arbitrator; 
 

 يكون المحاسب المستقل خبيرا وليس محكما.1611 

*****  *****
16.1.7 any fees, costs or expenses which may 
become payable to the Independent Accountant (and 
counsel appointed pursuant to Clause 16.1.5) shall be 
within the award of the Independent Accountant. 
 

 1667

1615

 
17. NON-DISCLOSURE OF INFORMATION 

 
Except to the extent necessary to comply with the law 
from time to time in force or any other regulatory 
requirements in force from time to time affecting the 
Parties or the Company and save as permitted pursuant 
to this Agreement, none of the Parties shall divulge or 
communicate to any person (other than those whose 
position allows them to know the same or with proper 
authority) or use or exploit for any purpose whatever 
any of the trade secrets or confidential knowledge*** 

 

 17  

 

18. TERMINATION 
 

 18  

 
18.1 This Agreement shall continue in full force and 
effect for the term stated in the Memorandum or until 
the first to occur of the following events: 
 

 181

 

*****  *****
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19. COUNTERPARTS 
 

 19  

 
*****  *****

20. COSTS 
 

 21  

 
*****  *****

21. ASSIGNMENT 
 

 21 

 
*****  *****

22. SUCCESSORS 
 

 22

 
*****  *****

23. WAIVER AND FORBEARANCE 
 

 32  

 
*****  *****

24. ENTIRE AGREEMENT AND VARIATION 
 

 24  

 
*****  *****

25. TERMS OF THIS AGREEMENT TO PREVAIL 
 

 25  

 
*****  *****

26. SEVERANCE 
 

 23  

 
*****  *****

27. EXERCISE OF POWERS 
 

 27  

 
*****  *****

28. REGISTER OF SHAREHOLDERS 
 

 28  

 
*****  *****

29. NO PARTNERSHIP 
 

 29  

 
*****  *****

30. NOTICES 
 

  

*****  *****
31. FURTHER ASSURANCE AND GOOD FAITH 
 

 61  

 
*****  *****

32.     APPLICABLE LAW AND DISPUTE RESOLUTION 
 

 

 
*****  *****
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33.       FORCE MAJEURE 
 

 66

 
*****  *****

34.        LANGUAGE 
 

 34 

*****  *****
   

 


