
BY [INSERT NAME OF COMPANY]

	PART A: INVESTMENT TERMS (NON-BINDING)

	Business:
	The business of the Company is [insert a description of the Company’s
business] (Business).

	Investors:
	[Insert names of Investors] (Investors).

	Amount of investment:
	[User note: The pre-money valuation is the agreed valuation of the
Company prior to receipt of the Investment Amount.]
The Investors propose to invest an aggregate amount of $[insert
[bookmark: _GoBack]aggregate amount to be invested] (Investment Amount) by way of
subscription for ordinary shares in the Company (Subscription Shares) [at a pre-money valuation of $[insert pre-money valuation]], for an equity share of [to insert]% on a fully-diluted basis.

	Capital structure:
	The capitalisation of the Company immediately prior to investment and after investment of the Investment Amount will be as set out in the capitalisation table attached as the appendix to this Term Sheet.

	Conditions:
	[Insert any conditions to the investment].

	Anticipated completion
date:
	Completion of the Investment is to occur following the completion of formal legal documentation, anticipated to be approximately [30] days after the date of this Term Sheet.

	[Board:
	[User note: We have suggested that the Investors need to maintain
a minimum aggregate shareholding in the Company in order to
retain a director appointment right. 10-15% is most common.]
The Board will consist of up to [insert] directors, consisting of:
· [two] director[s] appointed by the [existing
Share holders/founders]; and
· while the Investors hold, in aggregate, at least [insert]% of the shares in the Company, [one] director appointed by the
No directors’ fees will be payable.


	Pre-emptive rights on share issues

	[User note: Pre-emptive rights mean that the Company must offer all new shares to existing shareholders (in proportion to their existing shareholdings) before those shares can be offered to any third party. The Company may want to consider granting these rights to the Investors only (to reduce the number of waivers required as part of future funding rounds).]

Subject to customary exceptions, the Company will offer all future issues of equity securities (shares, options, convertible notes etc.) to [the shareholders] pro rata to their existing shareholdings. To the extent that one or more [shareholders] do not wish to participate, then the shortfall will be offered to the accepting [shareholders] on a pro rata basis.


	
Right of first refusal on share transfers (ROFR)

	[User note: A right of first refusal means that if a shareholder wants to sell existing shares to a third party, they must first offer those shares to the existing shareholders (in proportion to their existing shareholdings).]

If a shareholder wishes to sell shares, the other shareholders will have a pro rata right of first refusal to buy those shares and a right to buy any of those shares that the other shareholders do not agree to buy. If the shareholders do not elect to buy all of those shares, the selling shareholder will have the right, for a limited period, to sell the shares to a third party on terms and conditions that are no more favourable to a third party buyer.


	Drag along:

	[User note: Drag-along rights apply where a super-majority of shareholders wish to sell their shares in the Company. Those selling shareholders are able to force the remaining minority to also sell their shares, on the same terms and to the same buyer. 75% is the typical starting point for the trigger of a drag-along right. It may still make sense to vary this percentage of course, depending on the particular shareholdings of the Company.]

Drag-along rights will apply where shareholders wish to sell [75]% or more of the shares in the Company to a third party (so that the shareholders selling their shares may require the other shareholders to sell all of their shares on the same terms).]


	[Co-sale]:

	[User note: Co-sale rights entitle minority shareholders to sell their shares if a large enough shareholding in the Company is being sold. 50% is the typical starting point, on the basis that a change in control is the logical trigger for providing minority shareholders with a right to exist the company]
Co-sale rights will apply where shareholder(s) wish to sell more than
[50]% of the shares in the Company to a third party (so that the
shareholder(s) wishing to sell must procure the buyer to make a binding
offer to buy the shares of the other shareholders who wish to sell on the same terms).]


	Voting and investor
consent:
	Approval of the Investor Director or, if not appointed, Investors holding a majority of the Subscription Shares, is required to approve:
any transaction or arrangement in which the Company acquires
or disposes of assets, rights or interests, or incurs obligations or
liabilities, not specifically identified in the then current Business
· Plan, the value of which is greater than $[insert amount];
· the borrowing of any money or any change to the Company’s
· borrowing facilities of greater than $[insert amount], the
· provision of any guarantee, indemnity or other contingent
· commitment or the grant of any security over the business or
· assets of the Company, other than in the ordinary course of the
· Company’s business (including security interests arising by
· operation of law);
· any transactions with a related party of the Company or any
· director or shareholder of the Company, other than on arms’
· length terms and in the ordinary course of the Company’s
· business;
· the cessation of any material business operation of the
· Company or any material change in the principal activity of the
· Business;
· any change to the constitution (if applicable) of the Company
· which materially affects the Investors’ rights or which changes
· the composition of the Board; and
· all changes in borrowing facilities or capital structure of the
· Company, or the giving by the Company of any security interest
· (other than security interests arising by operation of law), or any
· guarantee or indemnity.

	Warranties
	[User note: Seed investors often want to include founders as
warrantors in addition to the Company. This provides greater
comfort that relevant issues have been fully disclosed, as
investors will be able to bring warranty claims against the founders
as well as against the Company. Note that this is a personal risk and a potential liability to each of the warranting founders.]

The Company [and the Founders] will give warranties to the Investors that are customary for a seed investment.


	ART B: LEGALLY BINDING TERMS

	Confidentiality:

	The contents of this Term Sheet, and the fact that one has been issued, may only be disclosed by the Company to its shareholders, directors, advisers and potential investors or other person(s) approved by the Investors (on a need to know basis).
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[bookmark: page3][bookmark: page4][bookmark: page5]To confirm your acceptance of this Term Sheet, please sign and date the duplicate of this Term Sheet and return it to me.

Signature

________________________________________________________________________________________________
Signature of director


________________________________________________________________________________________________
Print full name of director


________________________________________________________________________________________________
Date

Signature

________________________________________________________________________________________________

Date

________________________________________________________________________________________________
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Capitalisation Table

	Shareholder Name
	Number of Ordinary Shares
	Percentage Shareholding

	Immediately prior to the issue of Subscription Shares to the Investors:

	[insert]
	[insert]
	[insert]

	
	
	

	
	
	

	
	
	

	Immediately after the issue of Subscription Shares to the Investors:

	[insert]
	[insert]
	[insert]

	
	
	

	
	
	

	
	
	





























