
 
 

Frequently Asked Questions - Legal 
 
** Click here to see FAQ’s for SBC FastTracks and Application process 
 
Q. Does the shareholders agreement nullify previous existing agreements? 
 
Yes, it will nullify all previous agreements between the shareholders, and between the company 
and its shareholders. Separate agreements dealing with specific issues will still apply, as long 
as there is no conflict between that agreement and the shareholders agreement. If there is a 
conflict, this shareholders agreement will take precedence. 
 
Q. How much equity does SBC take? 
 
8.0% 
 
Q. What does the “share transfers” clause of the shareholders agreement mean for my 
business? 
 
This clause provides that no shareholder will be allowed to sell his or her shares, without SBC’s 
consent. This clause is included because SBC is making an investment not just into your 
business, but into the people behind the business. SBC want to know who their partners are.  
 
Q. What does the anti dilution clause mean for my business, other shareholders and 
interested investors? 
 
SBC are investing into your business without demanding any ongoing board representation. 
SBC want to protect their investment. The anti-dilution provisions in the agreement provide that, 
unless an investor invests into your business on the basis of a pre-money valuation of Euros 4 
million or more, SBC’s 8% shareholding will not dilute as a result. The remaining shareholders 
will need to dilute in order to accommodate the new investor. SBC, as well as every single 
shareholder, must be informed of any potential investments into your business, and SBC must 
consent to any new investments. SBC may wish to exit all or part of its investment before the 



company itself accepts further investment. However, primarily, SBC wishes to be fully aware of 
all discussions and negotiations concerning potential investments in a company prior to any 
negotiations being entered into and before any deal is concluded. 
 
Q. Will the shareholders agreement conflict when raising new funds? 
 
When raising new funds, a copy of this shareholders agreement must be furnished to your 
potential investors. If the new investors wish to make amendments to this agreement, this can 
be communicated and all the shareholders will need to consent to making any such 
amendments.  
 
Q. Should my IP be held by my company? What are the risks and benefits? 
 
SBC will not invest into your company unless your company holds its IP. This is where the value 
lies. However, from a structuring perspective, it may be worth considering forming a new entity 
to house your trading and operational activities, which entity license the IP from your ultimate 
holding company. This ring-fences your IP neatly. However, depending on your country of 
incorporation, this is a consideration which will require proper exchange control and tax advice.  
 
Q. Is the MOU binding if I do not make it into the program? 
 
No.  
 
Q. I have signed the shareholders agreement, does this have any effect if I do not make it 
into the program? 
 
No. The shareholders agreement will only come into effect once SBC has been granted shares 
in your company (although the agreement will retrospectively come into effect from the date of 
commencement of the Program).  
 
Q. What does the newly signed Shareholders agreement mean for current existing 
shareholders? 
 
All existing shareholders will need to sign this agreement and be bound by the terms.  
 
Q. What are the general terms of the shareholders agreement? 
 
SBC will need to consent to any share transfers, or new investments into the business. As 
explained above, SBC have the right not to dilute their shareholding below 8% unless a new 
investor is investing on the basis of at least a Euro 4 million pre-money valuation. In addition, 
SBC may choose to exit their investment before an investor is granted further equity in the 
business.  
 



SBC’s consent is required for any major transactions, or the incurrence of indebtedness outside 
the ordinary course of business. 
 
There is a customary drag-along clause which means that if a majority of the shareholders want 
to sell their shares to an investor (at a fair market value), the other shareholders have to sell out 
too. Similarly, if an investor wants to acquire a majority of the company shares, the investor 
must offer to buy out the remaining shareholders too.  
 
SBC requests simple monthly reports to be provided to it by the board of the company. SBC 
does not require board representation but reserves the right to nominate an advisor to the 
board. If SBC deems it necessary, it can require the company to undergo an annual audit.  
 
All existing shareholders are bound by non-compete and non-solicitation provisions for so long 
as they are shareholders and for a 12-month period thereafter.  
 
Q. Is there a due diligence done on existing shareholders prior signing the Shareholders 
Agreement? 
 
No, although SBC expects the business and existing shareholders to make certain promises 
and disclosures as part of the selection process. It is expected that all ownership interests in the 
business will be disclosed, and it is expected that all IP used by the business is owned by the 
company itself. SBC asks the company and its shareholders to warrant that the shareholders 
agreement is legally binding, and that it does not conflict with any other agreements in place. In 
addition, if any other person has a future right to invest in the company, this must be disclosed. 
If the company is a party to any litigation, this must be disclosed. The company is also expected 
to promise that all of its tax affairs are in order and that all material information has been fully 
disclosed to SBC. 
 
Q. Are the terms negotiable? 
 
No, they are not. The shareholders agreement adheres to the same form and standard used 
across the globe in all of SBC’s programs worldwide. If additional items are specifically 
requested by a shareholder (which additions do not change the existing terms), these will be 
considered.    
 
Q. What are the exit terms for SBC once the Shareholders agreement has been signed? 
 
SBC may exit at any time if it finds a suitable purchaser for its equity. However, such a 
purchaser would be required to sign deed of adherence to this shareholders agreement, and 
such purchaser would not inherit any of SBC’s “special” rights. They would become just like any 
other shareholder. 
 
Q. What is my company getting in exchange for 8% equity? 
 



SBC will be paying each participant a cash payment of €15,000 (fifteen thousand euros). In 
addition, for the duration of the Program, the participants will receive free office space and 
intensive mentorship. Potentially valuable introductions and connections will be made, and 
influential relationships built. There will also be favorable publicity for the selected startups, and 
the program will culminate with a demo day where participants may pitch to potential investors. 
There will be ongoing support after the program by nature of SBC’s continued shareholding and 
therefore committed interest in the participants’ success. The full list of benefits can be found 
here: https://www.startupbootcamp.org/events/accelerator-capetown/  
 
Q. When does the agreement become binding?  
 
The shareholders agreement will only come into effect once SBC has been granted shares in 
your company, and once the first 7 500 Euros has been paid to your company (although the 
agreement will retrospectively come into effect from the date of commencement of the 
Program). 
 
This is critical given that we are expecting them to sign the SHA as a precondition to being 
invited to the Final Selection Days, so it needs to be clear that the agreement is only binding if 
they are chosen as one of the final 10 and also only when the funds are transferred upon arrival 
on Day 1 


