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PRENUPTIAL agreements are 
becoming increasingly popular, 
especially amongst millennials 
looking to commit to a long-
term future together. Many 
others prefer not to spend too 
much time at the outset of the 
relationship thinking about what 
would happen in the event of a 
relationship breakdown. 

The same can be said for the owners 
of start-up businesses who are busy 
planning the future of their business 
relationship, but as with a messy 
divorce a relationship breakdown can 
have serious consequences and not 
just for the parties involved.   

Putting in place a Shareholders 
Agreement from the outset is akin to 
a business prenup. Without one, it will 
be more difficult and expensive to try 
and unwind the relationship and agree 
who is to be the leaver and who will 
be the remainer. This is all the more 
important in continuing turbulent 
times of economic uncertainty with 
many SMEs in the North-east facing 
increasing cashflow pressures due to 
slow paying customers. 

This can place stress on the business 
relationship of the owners. If there 
isn’t a mechanism in place where the 

parties have already agreed how they 
might resolve certain situations, the 
business will suffer and its underlying 
value will quickly start to erode.    

Having a Shareholders Agreement in 
place won’t future proof your business 
against the relationship breakdown 
happening but it will help avoid a 
messy divorce and provide a quicker 
and less costly way of dealing with 
eventualities such as someone leaving 
or moving in with a competitor.    

In addition to regulating the breakup 
itself, your business prenup can also 
deal with the issue of ownership of 
assets brought into the relationship by 
the parties. It might be a case of taking 
out at the end of the relationship what 
you took in at the outset. However, for 
start-ups where technology is likely to 
be a key asset, there could be critical 
consequences for the business if it’s 
not clear that ownership in intellectual 
property belongs to the company 
itself.

It’s all too common for owner 
managed businesses to assume that 
the intellectual property in their key 
products or software belongs to the 
company but problems can arise 
where the technology development 
started at an earlier stage, where the 

owners don’t take a salary in the early 
stages or where the development is 
outsourced to others.    

It is vital that the company protects 
its key assets by having contractual 
certainty around ownership of 
intellectual property. If you leave 
this too late and have to transfer 
ownership at a later stage in the 
life cycle of the business, you could 
be faced with major obstacles in 
getting the true owner to sign over 
their rights or significant tax costs 
in transferring ownership at a point 
where the technology has already 
been commercialised. 

Whether you’re just starting out 
together, in the honeymoon period 
or already a few years into your 
relationship, it’s never too late to plan 
ahead and get the right advice to 
protect your business. 

Can your 
business 
survive a 
relationship 
breakdown?


