Sharenholders’ agreements: a founders’ guide to getting it right early

Build on strong foundations with clear rules and shared expectations

A shareholders’ agreement governs the key rights, responsibilities and rules between co-founders, early employees and investors. It's
not just legal - it’s strategic. Get this right early to align your team, avoid conflict, and protect your long-term vision.

Here are some of the most important questions founders should ask when putting a shareholders’ agreement in place.

1. Equity ownership & structure

+ Are equity percentages clear, including
any option pool or employee incentives?

- Areany shares subject to vesting
or leaver provisions?

« Have anti-dilution protections been
agreed (if investors are involved)?

5. Transfers, exits & liquidity

« Arethere pre-emptionrights on share
transfers and new share issues?

- Aredrag-along and tag-along
provisions clearly drafted?

«  Whatrules govern exits - who
controls the process and timing?

2. Board & decision-making

Who appoints directors and how are seats

allocated across founders/investors?

Are founders’ board rights preserved
even if shareholding dilutes over time?

What decisions require board vs
shareholder-level approval?

. Dividends & distributions

Is there a defined dividend policy, even if
distributions are unlikely near term?

Do any investors have preferred
dividend rights?

3.

Founder protection & leaver provisions

What happens to shares if a founder leaves
-and what'’s the price mechanism?

Are there clear good leaver/
bad leaver definitions?

Are non-compete, non-solicit
and IP assignment clauses
reasonable and enforceable?

Confidentiality & IP

Does the agreement confirm that
IP is owned by the company?

Are all parties bound by appropriate
confidentiality and non-compete terms?

. Reserved matters (investor/

shareholder vetoes)

Is there a defined list of actions requiring
investor/founder consent?

Are reserved matters too broad or overly
restrictive for day-to-day ops?

Do vetoes require majority or
unanimous consent?

. Future rounds & scaling

Does the agreement anticipate future
investment (e.g. new classes, consents)?

Can the agreement adapt over time
- or will it need to be replaced?

Have future founder dilution and investor
protections been considered?
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Final thoughts

A well-drafted shareholders’ agreement won't guarantee harmony - but it will give
you clarity, structure, and a way to navigate the pressure points that come with
building something ambitious. Get aligned early, and keep your legal foundations
as strong as your product.

Let’s talk

At Ashfords, we help founders put in place shareholders’ agreements that balance
founder control, investor expectations, and long-term fiexibility. Whether you're
bootstrapping or raising, our venture team knows what market-standard looks like.
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Our insights in this document are intended to be for general information purposes only,
may not cover every aspect of the topic with which it deals, and should not be relied on

as legal advice or as an alternative to taking legal advice. English law is subject to change
and the insights shared may not reflect the latest legal developments. You should always
seek appropriate legal advice before taking, or refraining from taking, any action based

on the information contained in this document. Ashfords disclaims all liability for any loss,
howsoever caused, arising directly or indirectly fromreliance on the information contained
within this document.

Ashfords LLP is a limited liability partnership, registered in England and Wales with number
0C342432, and its registered office is at Ashford House, Grenadier Road, Exeter, EX13LH.
The firm's VAT number is GB 844 5024 39. Ashfords LLP is authorised and regulated by the
Solicitors Regulation Authority with number 508761. A list of members of Ashfords LLP, and
their professional qualifications, is available at the registered office. The term partner is
used to refer to a member of Ashfords LLP or an employee of equivalent standing.

A copy of the Solicitors Regulation Authority’s Standards and Regulations 2019 can be found at
www.sra.org.uk/solicitors/standards-regulations.
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Sign up to our newsletter
Venture to receive more
insights for growing businesses

Find further useful resources on the
Ashfords’ Business Scaleup Hub

ﬂﬂ Follow us on LinkedIn
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