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<<Date>>

Chief Executive Officer

<<Company Name>>
<<Adress>>

Team:

This term sheet sets forth our agreement to invest in <<Company Name>>.  We are very excited about working with you and look forward to moving ahead quickly.  

	1.   Size of Financing:
	[$5,000,000] from Impact Venture Partners.



	2.   Price:
	Series A Preferred Stock at $_____ per share ([$5.0m] pre-money valuation)



	3.   Division of Equity:
	(per attached Capitalization Schedule)



	4.   Board of Directors:
	Board shall initially consist of [five] members, specifically ___.



	5. Terms of Preferred Stock

(Series A)


	

	  
A.
Dividends:
	Annual [10%] per share dividend on the Preferred, payable when and if declared by Board; dividends are not cumulative.  For any other dividends or distributions, Series A Preferred participates with Common on an as‑converted basis.



	
B.
Liquidation



Preference:


	In the event of any liquidation or winding up of the Company, the holders of Preferred Stock will be entitled to receive, in preference to the holders of Common Stock, an amount equal to the purchase price on a pro rata basis with all Preferred Stock holders, plus any dividends declared on the Preferred Stock but not paid.  Following full payment of the liquidation preference for the Preferred Stock, any further distributions or payments would then be shared proportionally by the Common Stockholders on an as converted basis.  

A consolidation, merger, reorganization or other form of acquisition of the Company, or a sale of all or substantially all of its assets shall be deemed to be a liquidation or winding up for purposes of the liquidation preferences. 



	
C.
Voting:
	In general, each holder of Preferred Stock shall have the right to vote that number of votes equal to the number shares of Common Stock into which Preferred Stock may be converted.

A majority of Preferred Stock needs to approve (a) purchase or redemption of Preferred Stock otherwise than pursuant to redemption provisions; (b) repurchase of Common Stock (except for buybacks from directors, employees, and consultants) exceeding $25,000 in any twelve-month period; (c) authorize or issue any senior or parity security; (d) declare or pay dividends on or make any distribution on account of Common Stock; (e) merge, consolidate, or sell or assign substantially all of the Company’s assets; (f) permit subsidiary to sell stock to a third person; (g) increase or decrease authorized Preferred Stock; (h) amend Articles of Incorporation to change rights, preferences privileges or limitations of Preferred Stock; and (i) dissolve, liquidate, or wind up the Company.   



	
D.
Conversion:
	Convertible into one share of Common Stock (subject to anti-dilution adjustment) at any time at the option of the holder.

Initial conversion price of $____ (Series A, one-for-one conversion).

Automatic conversion on (a) closing of firmly committed  underwritten public offering of Common Stock with aggregate gross proceeds of at least $25 million or (b) conversion of all Preferred Stock owned by holders of a majority of the Preferred Stock.



	   
E.
Redemption:
	Mandatory redemption by Company of 25% of the Preferred Stock issued at the closing of this financing on each of the seventh, eighth, ninth, and tenth anniversaries of the closing date at the original purchase price, plus all declared dividends.



	
F.
Anti-dilution

     

Adjustments:
	The conversion ratio will be adjusted in the event of stock splits, reclassifications, etc., and will also be adjusted by standard weighted average anti-dilution in the event that equity securities, securities convertible into equity or options to purchase equity securities (other than employee options) of the Company are subsequently issued at a price per share less than the price paid by the Series A Holders.



	6.   Right of First Refusal:
	The Preferred Stock investors will be entitled to participate in future financings on a pro rata basis.  In addition, such holders of Preferred Stock that participate will have the right to purchase, on a pro rata basis, those share not elected to be purchased by a Preferred Stock investor.  The Company shall have the first right of refusal for transfers, except after an IPO and normal provisions for estate planning.



	7.   Right of Co-Sale:
	Preferred Shareholders have the right of pro-rata co-sale.



	8.   Vesting:
	All key employee option grants shall vest as follows; 1/4 on the first anniversary of employment, and 1/36 per month thereafter.   



	9.   Preferred Stock Purchase

      Agreement:


	

	      A.   Closing:
	The Series A Preferred financing will close on or before [___]



	      B.    Registration Rights:
	Mutually acceptable registration rights covering Common Stock issued on conversion of Preferred Stock.



	C. Representations and

       Warranties of the

       Company:


	Customary representation and warranties for transactions of this type.  



	      D.   Expenses:
	Company will bear its own expenses, and will pay the reasonable fees and expenses of the Investor associated with the closing of this transaction, provided such fees do not exceed $45,000.



	      E.   Covenants:
	Annual audited financial statements by a nationally recognized accounting firm, and unaudited quarterly financials.

Fiscal year business plan and operating budget.

Customary confidentiality agreements and invention protections with all employees.



	      F.   Other:
	The agreement will contain other provisions that are customary in a transaction of this type and will include terms requiring conversion to a corporate structure customary for transactions of this type.  The agreement may also include changes to common grants and options to maximize benefits for founders and employees.

The key employee stock option pool for additional employees shall be equal to 30% of the equity of the company following the Series A Preferred financing.      

All key employees will sign a standard Confidentiality and Investors Assignment Agreement.



	10.  Conditions of Closing:
	Execution of definitive agreements satisfactory to legal counsel to the Preferred Investors as well as completion of legal and financial due diligence, and no material change in the Company or its prospects.



	11.  No Binding Effect or

       Liability
	The parties understand and acknowledge that this is not a legally binding agreement and that the failure to execute and deliver a definitive agreement shall impose no liability on either the Company or the Investors.



	12.  No Brokers
	The Company and the Investors warrant they have incurred no liability for any brokerage fees, agents’ fees, commissions or finders’ fees in connection with this agreement or the consummation of the transaction contemplated hereunder.



	13.  No Shop


	Upon verbal acceptance of this term sheet, the Company agrees not to disclose its contents to any person other than employees, members of the Board of Directors, or the Company’s financial advisors, accountants or attorneys, without prior written consent of the Investors.  



	13.  Expiration:


	Fifteen business days after the date of this letter, the offer shall automatically expire, and the parties thereafter will have no further obligations hereunder.


Sincerely,

Impact Venture Partners

__________________________

Adam R. Dell, Managing General Partner

Accepted and Agreed

By:_______________________

Chief Executive Officer

<<Company Name

