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1242.3255.01 – יזמות היי-טק

(דרישות קדם: יסודות האסטרטגיה, ניהול המידע בארגון)

סמסטר ב' – תשע"ה

המרצה: 
מר זהר זיסאפל
טלפון:
03-6458153
שעות הלימוד:
יום ד',  15:45-18:30 (מחצית שנייה) 

דואר אלקטרוני:
Zohar@rad.com
עוזר הוראה: 
מר יוסי אליהב
טלפון:
03-6455533
דואר אלקטרוני:
yosi_e@rad.com
תאריך הבחינה:
6.7.15
מטרת הקורס:

לתת ליזמית הפוטנציאלית ארגז כלים שיעזור לה בהקמה ובניהול היזמה שלה.

נעבור את השלבים השונים של היזמות החל מגיבוש הרעיון והצוות, גיוס הון, חציית ה-“Chasm”, מעבר דרך הטורנדו עד שנגיע למימוש המובטח. נלמד איך חושבים משקיעים, מה הסעיפים החשובים

 ב- Term-Sheet, נשמע הרצאה של יזמים שעברו את רכבת ההרים.
ציון הקורס:

הציון הסופי יהיה ציון המבחן או המצגת. שיעורי הבית הינם רשות ויזכו בבונוס של עד 10% לציון הסופי.

סטודנטים יוכלו להציג בזוגות תכנית עסקית של סטארט-אפ. ההצגה תיעשה בפגישה אישית עם המרצה שישחק את תפקיד המשקיע. המציגים יהיו פטורים מן המבחן אלא אם כן יבקשו לשפר את ציון המצגת.

בפקולטה נהוגה מדיניות שמירה על טווח ציונים שנועדה למנוע אינפלציה בציונים, למתן את שונות קיצונית בין מרצים ולבדל בין התלמידים בקורסים השונים. מדיניות זו חלה באופן גורף על כל הקורסים בפקולטה (למעט קורסים מיעוטי משתתפים).

בהתאם למדיניות זו ממוצע הציונים בקורס בחירה יהיה בטווח בין 83 ל- 87.
להלן פירוט 7 ההרצאות שינתנו בקורס  :
הרצאה מס' 1 :

חלק א' : 
נחפש את נוסחת ההצלחה, ננתח את מניעי היזם ונדגיש את הפרקים החשובים של התכנית     

העסקית. נלמד   איך לפנות למשקיעים, איך להציג בפניהם ואיך לפרש את תגובותיהם.

חלק ב' :

סיפורן של גילת ורייסט  – יינתן  ע"י יואל גת.
      גילת : ההתחלה, איך בחרנו את השוק והמוצרים ? שיווק עם ודרך שותפים איסטרטגיים. 
     Crossing the Chasm – איך קבלנו את העיסקאות הגדולות הראשונות ? הנפקה לציבור ומשמעותה.

       רייסאט :  שיקולים בהצטרפות לחברה. שינוי מיקוד לתקשורת לוינית בתנועה-טלויזיה ואינטרנט.

       הזדמנויות, מערכות יחסים-GM, AT&T. הצלחות וכשלונות.

        Reading : 
        יואל גת - ספורה של גילת

הרצאה מס' 2:
חלק א' : 
משקיעים: משקיעי הון סיכון, מלאכים, Venture Lending  ומשקיעים איסטרטגיים.
תוצג נקודת המבט של המשקיעים בהי-טק: המודלים העסקיים, אסטרטגיית ההשקעות, שיקולי    

ההשקעה, מיהו המשקיע הנכון בכל שלב. 
חלק ב':
סיפורה של  אמדוקס  -  יינתן ע"י דב בהרב

איך בונים חברה גדולה.  

הרצאה מס' 3 :

חלק א' : 
ניתוח Term Sheets       במטרה לאתר את הסעיפים החשובים, לימוד משמעותם ותרגול   ערך החברה  האפקטיבי הנובע מהם.
    Reading : 

 Two term sheets enclosed
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שעורי בית : חישוב האפקט של  warrants ,anti-dilution  Preference,
חלק ב' :
מ – Empire online  ל – Babylon online דרך שרותי תיירות מרפא  - יינתן ע"י נועם לניר
הרצאה מס' 4 :
חלק א' :

ניהול חברת סטארט-אפ.
נראה את היתרונות והחסרונות של חברה קטנה, נלמד איך להתנהל מול מועצת המנהלים והמשקיעים ואיך לשמר את ה- IP של החברה.

חלק ב' :

סיפורן של הראל תקשורת, הראל-נט  ואורגניטק  - מתקשורת פקס, לתקשורת IP ועד לחקלאות היי-טק   –

יינתן  ע"י חלי בן נון.
הרצאה מס' 5 :

חלק א' :

Crossing the Chasm
 
The technology adoption life cycle
Innovators – Technologists
Early adopters – Visionaries
Early majority - Pragmatist
Hitting the chasm 
How do we cross the chasm? Standard based versus proprietary technology
The bowling alley

Reading: 

Moore, Geoffrey A. "Inside the Tornado", HarperBusiness 1995 
Chapter 2 : Crossing the chasm and beyond

Chapter 3 : In the bowling alley

חלק ב :
Lessons learned as an entrepreneur and investor -  will be given by Mickey Boodaei,
Founder of Imperva and Trusteer and private investor in cyber security startups.
· שני שיעורי  תגבור (רשות) : תרגיל שיעורי הבית  -  יינתנו ע"י יוסי אליהב
ביום ו'  22/05/2015  (חדר 251)        וביום ו'      29/05/2015(חדר 409) 

                                    בשעות 10:00-11:30. 
הרצאה מס' 6 :  

חלק א' :
Inside the Tornado
What are the reasons for the tornado?
The outcome of a tornado in a proprietary based market – the gorilla, chimpanzee, monkey.
The outcome of a tornado in a standard based market – the king, prince, serf.
Marketing and competing in a Tornado and in main street
Reading: 

Moore, Geoffrey A. "Inside the Tornado", HarperBusiness 1995 
Chapter 4 : Inside the tornado

Chapter 8 : Competitive advantage 

חלק ב' : 
יינתן ע"י שמיל לוי – שותף מנהל בחברת סקויה קפיטל

What does VC expect to get from entrepreneur’s presentation in order to succeed in raising capital.
הרצאה מס' 7 :
חלק א' : 
 מימוש 
 מה עדיף  IPO  או M&A ?   מהו הזמן הנכון? נבין את שיקולי הרוכש ואת שיקולי הבנקאים. 

 מהם המכשולים ואיך נמנע מהם. מתי ואיך להתקשר עם בנקאים. מדוע כה הרבה הנפקות ובעיקר 

 מיזוגים ורכישות נכשלים ?

חלק ב' :
איך עיבוד אותות עובד ברדיו, בזכרונות ובפיננסים- יינתן ע"י  פרופסור  אהוד וינשטיין 
References

Moore, Geoffrey A. "Inside the Tornado", HarperBusiness 1995 




רמות: חברות סטארט-אפ והון סיכון (גייגר א. ופירסט א. 2001.1)
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 PREFERRED STOCK FINANCING


SUMMARY OF TERMS

February ___, 2007


Issuer:
 Lamb Ltd. a company incorporated in Israel (the “Company”)


Founders:
Founder A and Founder B (together: the "Founders", and each: a “Founder”)


Amount of Financing:

US$___ million. Payment will be made in two equal installments:  fifty percent (50%) at the Initial Closing and the remaining fifty percent (50%) at a Deferred Closing which will take place at the earlier of: (a) one year following the Initial Closing, or (b) 30 days following the determination of the Company’s CEO that such funds are required for the operation of the Company.  The second installment will not be conditional. All shares will be issued by the Company at the Initial Closing.


Type of Security:
Series A Convertible Preferred Shares of NIS          nominal value per share (the “Preferred A Shares” or “Series A Preferred”) being senior in preference to any other shares of the Company, convertible into ordinary shares of the Company (the “Ordinary Shares”).


Purchase Price:
The purchase price per share will be determined in accordance with the final pre-money fully diluted capitalization table (the “Original Purchase Price”).  


Warrants:
At the Closing, the Investors will be issued warrants to purchase additional Preferred A Stock, the amount of which shall be calculated as 20% of the amount invested by the Investors and divided by the Purchase Price, on a pro rata basis in accordance with the amount invested by each Investor at the Closing (the “Warrants”). The exercise price of each Warrant shall be the same Purchase Price in this round of financing, as adjusted, and they shall be exercisable at any time prior to the earlier of: (a) 5 years following the final Closing, (b) an IPO, or (c) a Deemed Liquidation (as defined below).



Investor(s): 
Investor A. ("Dracula") and Investor B (“Vampire”), each of which shall invest $______  million (together: the "Investors", and each: an “Investor”). 


Pre-Money


Capitalization:
$____ million on a fully-diluted basis ("Pre-Money Valuation"), assuming the full conversion of all outstanding convertible securities and an option pool. Prior to the Initial Closing all outstanding debt of the Company shall be repaid in full or converted into Ordinary Shares of the Company, such that as of the Initial Closing the Company shall have no outstanding debt.  The pre-money valuation shall include such number of shares reserved under the Company’s ESOP such that immediately post Closing the ESOP constitutes 15% of the Company’s share capital on a fully diluted basis, of which no less than 7.5% will be available to be granted to current and future employees, consultants and directors of the Company. Following the investment, the shareholdings of the Company on a fully diluted basis shall be as follows:



Current Shareholders – 35%



Investor A – 25%



Investor B – 25%



ESOP – 15%



The pre-money and projected post-money capitalization of the Company tables on a fully diluted basis, shall be as set 
 forth in Exhibit A 



hereto.


Use of Proceeds
The Company shall use the proceeds of the investment to continue the development of the Company's technology, know-how, sales and marketing programs and provide general working capital, as shall be detailed in a work plan, which shall be attached to the final agreements to be signed between the Company and the Investors. 


Liquidation Preference:
Until a Qualified IPO (as defined below), in the event of any liquidation, dissolution, winding up or Deemed Liquidation (as defined below) of the Company, first and prior to any other payments, the holders of Preferred A Shares will be entitled to receive a per share amount equal to 3 times the Original Purchase Price plus 8% (eight percent) per annum (compounded annually) for each such share, respectively, less any Preferred Dividends previously received (the “Series A Preference Amount”).  


After the full Series A Preference Amount on all outstanding shares of Preferred A Shares has been paid, any remaining funds and assets of the Company legally available for distribution to shareholders will be distributed pro rata among the holders of the Preferred A Shares and any other shares of the Company (on an as converted basis).


Notwithstanding the foregoing, in the event that without giving effect to the Series A Preference Amount the holders of Preferred A Shares will receive upon liquidation or deemed liquidation an amount per Preferred Share equal to no less than 5 times the price per share paid at the Closing, then the Preferred Preference shall not apply and all proceeds shall be distributed on a pro-rata, as-converted basis.




 A merger, consolidation, sale of all or substantially all of the Company's assets or shares, exclusive license of all or substantially all of the Company’s intellectual property or any other transaction in which control of the Company is transferred (other than a IPO) will be treated as a liquidation ("Deemed Liquidation").


Dividend Preference:
The Preferred A Shares shall confer a dividend preference mirroring the Series A Preference Amount.  After the holders of Preferred A Shares have received dividends totaling, in the aggregate, the Series A Preference Amount (“Preferred Dividends”), all dividends thereafter shall be distributed pro rata among the holders of the Preferred A Shares and any other shares of the Company (on an as converted basis).


Conversion Right:
Subject to the requirements of the Companies Law, 1999 (the “Companies Law”), each Investor shall have the right to convert or reclassify the Preferred A Shares, at any time, into Ordinary Shares.  The initial conversion rate for the Preferred A Shares shall be 1:1 ("Conversion Ratio") subject to customary adjustment such as stock splits, bonus shares etc., and anti dilution protection as provided below.  


Automatic Conversion:
The Preferred A Shares shall be automatically converted into Ordinary Shares, at the then applicable conversion rate, (i) in the event that the holders of at least 60% of then-outstanding Preferred A Shares consent to such conversion or reclassification; or (ii) upon the closing of a firmly underwritten public offering of shares of Ordinary Shares, at a price per share of at least 600% of the Original Purchase Price with net proceeds of at least $25 million to the Company (a “Qualified IPO”). 


Antidilution Provisions:
Proportional anti-dilution protection for share splits, share dividends, recapitalizations and other customary provisions shall apply.


The conversion price of the Preferred A Shares shall be subject to adjustment to prevent dilution, on a full ratchet basis, in the event that the Company issues additional shares or securities convertible into or exercisable for shares at a purchase price less than the then-effective conversion price of the Preferred A Shares; except, however, that the aforesaid shall not apply to the issuance of: (i) ordinary shares  and/or options therefor to employees, officers, directors, consultants, contractors or advisors of the Company pursuant to share purchase or share option plans or agreements or other incentive share arrangements approved by the Board of Directors, including a representative of the Investors, (ii) shares issued on conversion or reclassification of any Preferred A Shares, (ii) up to 5% of the Company’s issued and outstanding shares to a strategic partner who simultaneously executes a strategic agreement with the Company and who was identified as being a significant strategic partner by the Board,  including a representative of the Investors, (iv) shares or warrants (including shares issued upon the exercise of such warrants) issued pursuant to a grant of loan from a bank or financial institution (”Bank Loan”), provided that all such shares and warrants issued in connection with Bank Loans do not represent more than 3% of the Company’s then-issued share capital, and (v) shares issued upon exercise of a warrant or other convertible security outstanding at Closing (each of (i)-(v), collectively "Excluded Issuances"). 


Voting Rights:
Each Preferred A Share will initially have one vote. In the event of a change in the Conversion Ratio, the voting right of each Preferred A Share will be adjusted so that each Preferred A Share carries a number of votes equal to the number of Ordinary Shares then issuable upon its conversion into Ordinary Shares. The Preferred A Shares will generally vote together with the Ordinary Shares and not as a separate class, except as provided below. 


Restrictive/Protective 


Provisions:
Until the Qualified IPO and for as long as the Series A Preferred constitute at least 10% of the voting power in the Company, on an as-converted basis, the Company shall not, without the consent of the holders of 60% of the outstanding Series A Preferred  (on an as converted basis), take any action that: (i) amends or otherwise modifies the Company's incorporation documents or transaction agreements; (ii) creates or issues any class or series of shares or other securities of the Company, senior to or in parity with the Preferred A Shares in any respect; (iii) effects a merger, reorganization, sale of all or substantially all of the Company's shares or assets or technology or effects an acquisition of shares or assets (including by way of merger) of another company or business entity or the formation or investment in any entity which is not fully owned by the Company; (iv) increases the size of the Board or changes the composition of the Board; (v) declares or pays any dividend or other distribution to shareholders of cash, shares, or other assets; (vi) effects any dissolution, liquidation or other winding up of the Company or the cessation of all or a substantial part of the business of the Company; (vii) effects a public offering other than a Qualified IPO; (viii) involves the appointment or removal of the Company’s CEO or executive management; (ix) involves any transaction with an interested party, as defined in the Securities Law of 1968; (x) effects any material change in the business of the Company  (xi) involves the sale or license of any material asset (including material intellectual property rights) of the Company,  other than in the ordinary course of business; (xiii) approves the annual operating plan and budget and/or effects any material deviation therefrom; or (xiv) replaces or appoints the auditors or attorneys of the Company (xv) amends any of these restrictive/protective provisions. The same consents shall be required for any of the actions listed above taken by any subsidiary or affiliate of the Company. 



In addition to the foregoing, the consent of the holders of 60% of the outstanding Series A Preferred shall be required for any of the following actions: (i) any amendment or change of the rights, preferences, privileges or powers of, or the restrictions applicable to, or provided for the benefit of, Series A Preferred, or reclassification or re-capitalization of the outstanding capital shares of the Company which adversely (whether directly or indirectly) affects the rights, powers and privileges of the Series A Preferred; (ii) any amendment of the Company’s incorporation documents that adversely affects the rights, privileges and powers of  the Series A Preferred; and (iii) any action that authorizes, creates or issues any additional shares of  the Series A Preferred.


Except as aforesaid, no other existing shareholder, class of shareholder or any other person shall have any veto rights, blocking rights, whether expressly or implied, and all decisions by the Board and the shareholders shall be passed by a simple majority vote. All previous existing veto or protective rights shall be cancelled. 


Board of Directors:
The Board of Directors shall consist of a maximum of 5 directors, of which the holders of Series A Preferred shall be entitled to appoint 2 directors (one by each Investor) as long as they hold at least 10% of the issued share capital of the Company on an as converted basis for each director so nominated;
the holders of the majority of the ordinary shares shall be entitled to appoint 2 directors for as long as they hold at least 10% of the issued share capital of the Company on an as converted basis for each director so nominated, and 1 director shall be the Company’s CEO, ex officio. The initial Chairman of the Board of Directors shall be _____________. Any subsequent Chairman shall be appointed by the Board of Directors. 


Information Rights:





So long as the Investors continue to hold Preferred A Shares (and/or Ordinary Shares issued upon conversion of such shares), the Company shall deliver to the Investors (i) annual audited financial statements in accordance with US GAAP (adjusted in a separate note to Israeli GAAP) together with any other information required by the Investors in connection with compliance with IFRS and audited in accordance with applicable standards of the PCAOB (Public Company Accounting Oversight Board) within 7 days from the day it is delivered to the Company but no later than 45  days following the end of the Company's fiscal year audited by an Israeli affiliate of one of the “big four” U.S. accounting firms which is independent with respect to the Investors, (ii) quarterly reviewed financial statements in accordance with US GAAP (adjusted in a separate note to Israeli GAAP) together with any other information required by the Investors in connection with compliance with IFRS and reviewed in accordance with applicable standards of the PCAOB within 7 days from the day it is delivered to the Company but no later than 25 days following the end of the Company's fiscal quarter reviewed by an Israeli affiliate of one of the “big four” U.S. accounting firms, which is independent with respect to the Investors (iii) monthly unaudited financial statements in accordance with US GAAP compared against annual plan, (iv) an annual operating plan and budget at least 30 days prior to the first day of the year covered by such plan and budget, and (v) any other report or information required  by an Investor in accordance with applicable securities laws and stock exchange rules and regulations, as well as an Investor’s obligations vis-à-vis its investors. All above reports shall be denominated in US Dollars and made in the English language. Should the Company's auditors be required to provide an auditor's consent in connection with any securities law filing of either Investor, the Company shall bear the costs thereof. In addition, each Investor shall also be entitled to customary inspection and visitation rights. All information and visitation rights shall be subject to customary secrecy and confidentiality undertakings.


Pre-emptive Rights:
Until the consummation of a Qualified IPO, all shareholders holding in excess of 5% of the Company’s then issued and outstanding share capital, calculated on an as converted basis (“Qualified Shareholder”), shall have preemptive rights necessary to maintain their relative shareholdings in the Company. The aforesaid shall not apply to Excluded Issuances or to issuance of shares in connection with a public offering on a recognized securities market, or in connection with a merger, consolidation or reorganization of the Company. Unless waived by the holders of 60% of the Preferred A Shares, the Qualified Shareholders shall also be entitled to purchase the pro-rata portion of any other Qualified Shareholder that does not exercise such right.


Strategic Standstill:
Except in connection with the sale of all or substantially all of the Company’s issued shares, the Company shall not issue, and no shareholder shall transfer, any securities of the Company or grant any right with respect to such securities (any such action, a "Grant"), to a strategic investor (including to its affiliates and/or other parties acting in concert with it; the "Strategic Acquirers") if following such Grant, the Strategic Acquirers will hold (beneficially or of record) or have the right to acquire or the right to vote or direct the vote of, securities of the Company which constitute, or are convertible into, in the aggregate, more than twenty percent (20%) of the Company's share capital, unless the holders of 60% of the Preferred Shares which do not propose to participate in such Grant have provided their prior written consent to such Grant (the "Written Consent"), and then, only on the terms and conditions set forth in the Written Consent. The Written Consent shall be required also for any additional Grant to a Strategic Acquirer which has already received a Written Consent with respect to a prior Grant.


Restrictions on Sales:
The Investors shall have a pro rata right of first refusal on all transfers of all other shares of the Company, subject to standard permitted transfers. This right of first refusal shall not apply to and shall terminate upon an initial Public Offering ("IPO"). 


Bring Along
Subject to the requirements of the Israeli Companies Law, 1999, prior to an IPO, in the event that any shareholders holding more than [66%] of the voting power of the Ordinary Shares (treating the Preferred A Shares on an as-converted basis) accept an offer to sell all of their shares to a third party and such sale is conditioned upon the sale of all remaining shares of the Company to such third party, all other shareholders shall be required to sell their shares in such transaction, on the same terms and conditions, provided that all proceeds shall be allocated in accordance with the "Liquidation Preference" provision.

Co-Sale Agreement:
The shares held by the Founders shall be made subject to a co-sale agreement with the holders of the Preferred A Shares such that the Founders may not sell, transfer or exchange their shares unless each holder of Preferred A Shares has an opportunity to participate in the sale on a pro-rata basis.  This right of co-sale shall not apply to, and shall terminate upon, the IPO.

Registration Rights:




The Investors and the Company shall enter into a registration rights agreement providing for the registration of Ordinary Shares issued upon conversion of the Preferred A Shares upon the following terms: (a) Demand Registrations: Commencing six months following the completion of an IPO, the Investors shall have two demand registration rights; (b) S-3: If the Company is eligible to file a registration statement on Form S-3 or equivalent, the Investors shall have unlimited demand registrations on Form S-3 subject to customary threshold minimums; (c) Piggyback Registrations: the Investors shall have unlimited piggyback registrations (as to offering for the account of the Company or any other third party) (d) Cut Backs: In case of underwriter’s cut backs, the Ordinary Shares which originated from Preferred A Shares shall have precedence over all other shares (excluding new shares issued by the Company in such registration if such registration was initiated by the Company) and following the IPO the Preferred A Shares to be registered shall not be reduced below twenty-five percent (25%) of the aggregate amount of securities proposed to be so registered.(e) Expenses and Indemnification: The Company shall pay all customary registration and registration-related expenses including the reasonable fees and expenses of  one counsel for the selling Investors, with customary indemnifications and counter-indemnifications of each Investor relating to information concerning such Investor confirmed by it in writing. All shareholders shall be bound by the customary six month lock-up provisions.


Director & Officer 


Insurance


Key Man Life Insurance: 
As a condition to closing, the Company will sign an indemnity agreement with each of the directors and shall have obtained, and will maintain, director and officer liability insurance in the amount of $5 million from an insurer selected by the Investors. The Company will also insure the life of the CEO with a life insurance to the benefit of the Company of at least $3M.


Share Purchase


Agreement:
The purchase of Preferred A Shares shall be made pursuant to a Share Purchase Agreement reasonably acceptable to the Company and the Investors, which agreement shall contain, among other things, customary representations and warranties of the Company, covenants of the Company reflecting the provisions set forth herein, and appropriate conditions of closing, including an opinion of counsel for the Company.  


The purchase of the Series A Preferred by the Investors is further subject to the following conditions precedent: 



1.
Completion of legal documentation satisfactory to the Investors.



2.
Approval by the Board of directors and shareholders assembly of the Company.




3. Comprehensive business, legal, technology, IP, Company management and accounting due diligence to satisfaction of the Investors.




4.
The Company shall ensure that all existing agreements among the current shareholders of the Company will be amended if necessary in order to make them consistent with this Summary of Terms and the definitive agreements. 



5.
Approval by the Boards of directors, or investment committees, of the Investors.



6.
The Company shall deliver to Investor B a management rights letter.



7.
The Company shall have adopted signatory rights which are acceptable to the Investors.


Employees: 
Each officer, employee and consultant of the Company shall enter into an acceptable proprietary information and inventions agreement. The Company's key employees shall have entered into employment agreements satisfactory to the Investors.  The Founders’ respective employment arrangements shall be on a full-time basis, to the complete exclusion of any other business activities.


 Fees


& Expenses:
The Company shall, upon Closing, pay the reasonable fees and expenses of the Investors, payable against invoices, not to exceed $65,000 plus VAT.           


Exclusivity:
The Company and the Founders agree that for a period of 60 days following the execution of this Term Sheet, neither the Company nor any agent (including, without limitation, any of the Founders), directly or indirectly, will solicit, consider, negotiate or otherwise discuss a possible merger, sale or other disposition of all or any part of the assets of the Company, or an investment in its share capital, with any other party, without prior written consent of the Investors.     


Confidentiality
The Company, the Founders and any other person or entity acting on their behalf, and the Investors and any person or entity acting on their behalf, shall keep this Summary of Terms and related correspondence in strict confidence.  The Investors shall enter into customary confidentiality undertakings upon commencement of the due diligence process following the Effective Date of this term sheet.


Except for the section captioned “Exclusivity” and "Confidentiality", which are binding on the parties, this Term Sheet is a non-binding document prepared for discussion purposes only, as a statement of the parties’ present intent. 


XXXXX LTD.




Founder A


By:_____________________



_________________________


Title:____________________







Founder B








_________________________


INVESTOR B




INVESTOR A 



By:
____________________________

By:_____________________
Name:

Title:
Managing Partner General Partner, CFO









Title::_____________________
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SUMMARY OF PROPOSED TERMS


SERIES A PREFERRED SHARES


                                                                                Lamb Inc.


_______________, ______ 


		We are happy to confirm our interest, subject to contract, completion of due diligence and IP review, to invest in ________ Inc.  This letter summarizes the principal terms of a proposed subscription of Series A Preferred Shares.  Except as specifically provided herein, this letter is not intended to be a legally binding agreement but is a statement of intent.  It is presented solely for the purpose of discussion.






		

		



		ORGANIZATION:





		Lamb Inc., a Delaware corporation (the "Company"), was founded by _____________________ (collectively, the "Founders").  The proposed transaction involves: (1) raising up to $4.3 million through the issuance of shares of Series A Preferred Stock, par value $0.01 (the "Preferred A Shares"); (2) prior to the closing of the Investment, increasing the pool of Common Stock reserved for the grant of options by 35,000 shares  (in addition to the currently unissued shares reserved for the Option Pool) for the purpose of granting options to purchase shares of Common Stock to future employees, directors and consultants of the Company.






		

		



		INVESTORS:

		Shark (“Investor”) and additional Sharks to be agreed by Investor and the Company (collectively, the "Investors”).






		AMOUNT OF OFFERING:




		Up to an aggregate amount of $4.3 million from the Investors, of which $3.4 million will be invested by Investor.



		TYPE OF SECURITIES:

		Preferred A Shares, convertible to Common Stock of the Company






		PRICE PER SHARE:

		____ per share, corresponding to a pre-money valuation of $__ million, on a fully-diluted basis and after reservation of shares for employee stock option plans, as set forth above, dependent on such assumptions as are set forth in the attached Capitalization Tables. All other securities or loans outstanding prior to the Closing will be part of the fully diluted share capital of the Company pre-closing.



		INTELLECTUAL PROPERTY:

		A condition to Closing will be an intellectual property review of by Investor, including a legal opinion prepared by the Company’s IP counsel, confirming that the Company’s IP does not infringe on any relevant patents, subject to customary exceptions, as well as verifying the compliance of the company’s technology with the relevant FCC ruling published shall be delivered to Investor before the execution of the Share Purchase Agreement.



		TENTATIVE SIGNING:



		30 days from the date of the signing of this term sheet. The Closing will be ten (10) business days thereafter.



		

		



		USE OF PROCEEDS:


		The proceeds of the Investment shall be used by the Company in accordance with an annual budget to be submitted to, and approved by, the Company's Board of Directors.  The initial budget, which may be amended from time to time by the Company’s Board of Directors, shall be delivered to Investor at least 5 business days prior to the Closing.



		

		



		LIQUIDATION PREFERENCE:

		Until an IPO, in the event of any liquidation, bankruptcy, reorganization or winding up of the Company, the holders of Preferred A Shares shall be entitled to receive, pro-rata, in preference to all other shareholders, an amount equal to their respective investments plus interest at the rate of 7% per annum (the "Preferred A Preference").  Following payment of the Preferred A Preference, the holders of Preferred A Shares will then participate with the holders of all other shares on an as-if-converted basis in any remaining proceeds. In case of an M&A, after the Preferred A Preference was paid, the liquidation preference will terminate.


A merger, consolidation, sale of all or substantially all of the Company's assets and/or shares, or any other transaction in which control of the Company is transferred involving receipt by the Company of assets or proceeds (other than a IPO) will be treated as a liquidation. 






		CONVERSION:

		Holders of the Preferred A Shares shall have the right at any time after the date of issuance to convert their shares into Ordinary Shares of the Company on a one-for-one basis, subject to adjustments provided herein.






		

		Each of the Preferred A Shares shall automatically convert into Ordinary Shares at the then applicable conversion rate in the event of a public offering with net proceeds of at least $20 million at a pre-money valuation of the Company of at least $80 million (the "QIPO"). 



		 

		



		ANTIDILUTION ADJUSTMENTS:


		The conversion ratio will be adjusted in the event of stock splits, reclassifications, etc., and will also be adjusted, until the QIPO, by standard ”broad based weighted average” anti-dilution in the event that equity securities, securities convertible into equity or options or warrants to purchase equity securities of the Company are subsequently issued at a price per share less than the purchase price of the Preferred A Shares.  The anti-dilution protection shall be subject to standard exceptions (including exception for issuances under the Company’s ESOP, as may be approved by the Board from time to time and strategic investors as will be defined in the definitive agreement).



		

		



		VOTING RIGHTS:


                                                            

		Until the QIPO and as long as the Preferred A Shareholders hold at least ten (10%) percent of the outstanding share capital of the Company, the Company's Certificate of Incorporation shall contain restrictions prohibiting the Company from taking certain actions without the consent of the holders of at least a majority of the issued and outstanding Preferred A Shares, voting together as a single class, including any action which (i) directly alters or changes the rights, preferences, or privileges of the Preferred A Shares; (ii) creates any class or series of shares or other securities having rights or a preference equal or superior to the Preferred A Shares, (iii) effects a merger, reorganization, sale of all or substantially all of the Company's shares or assets, if the proceeds obtained by the Preferred Shareholders are lower than 5 times the adjusted price-per-share (on an as-converted basis) paid by the Investors for the Preferred A Shares or effects an acquisition of shares or assets of another company or business entity; (iv) increases the size of the board above 7 directors; (v) declares or pays any dividend or other distribution to shareholders of cash, shares, or other assets (except for bonus shares in a reorganization before an IPO/M&A); (vi)  creates any mortgage, pledge or other security interest in all or substantially all of the property of the Company or a subsidiary, other than in the ordinary course of business or in connection with obtaining a credit line from a commercial bank; (vii) amends or otherwise modifies the Company's Certificate of Incorporation or other incorporation documents, in a manner that directly adversely alters or amends any of the Investors' rights, preferences or privileges; (viii) effects any dissolution, liquidation or other winding up of the Company or any subsidiary or the cessation of all or a substantial part of the business of the Company or any subsidiary (except for in the frame of an M&A); or (ix) effects any related party transaction (except for certain transactions including the provision of services to the Company by the ____ group to be agreed upon in the definitive agreement). 



		REPRESENTATIONS AND WARRANTIES:

		The definitive agreement will contain standard representations and warranties from the Company and Company. 



		REGISTRATION RIGHTS: 

		Beginning nine months after an IPO and for five years thereafter holders of a majority of the Preferred A Shares, voting together as a single class, shall have the right to: (i) two demand registrations of an underwritten public offering of their ordinary shares by an underwriter chosen by the Company acceptable to them, with each such “demand” registration having an aggregate offering price of no less than $5,000,000; (ii) unlimited piggyback registrations (as to offerings for the account of the Company or any other party), subject to standard cutbacks; and (iii) unlimited F-3 registrations.  The Company shall, in each of the three cases, pay all registration costs including the reasonable fees and expenses of one counsel who will serve both the Company and the selling shareholders, not including any commissions or discounts. Registration rights will expire four years after the Company's initial public offering.  Other customary provisions, including standard indemnification provided by the Company, shall apply. Similar provisions will apply to any registration outside of the United States, to the extent applicable.  Beginning nine months after an IPO and for five years thereafter holders of a majority of the Ordinary Shares, voting together as a single class, shall have the right to: one demand registration of an underwritten public offering of their ordinary shares by an underwriter chosen by the Company acceptable to them, with each such “demand” registration having an aggregate offering price of no less than $5,000,000.





		INFORMATION AND REPORTING: 

		Until the QIPO, each of the holders of preferred shares of the Company shall have the right to receive (1) financial statements within 90 days after the end of each fiscal year which have been audited by one of the “Big 5” accounting firms, (2) un-audited, quarterly financial statements within 45 days after the end of each quarter (including the fourth quarter, prior to receipt of the audited financial statements).  Further, holders of preferred shares holding at least 5% of the issued and outstanding share capital shall receive  (3) a monthly report which shall include a business update and overview, and cash-flow statement and (4) an annual operating plan and budget at least 15 days prior to the first day of the year covered by such plan (except for the year 2002, which is to be completed within 15 days of the signing of this term sheet).  





		ACCESS AND VISITATION RIGHTS: 

		As long as the Preferred A Shares represent 5% of the outstanding share capital of the Company, the holders of Preferred A Shares shall have, at reasonable times and upon reasonable coordination with the Company, full access to all books and records of the Company, shall be entitled to review and copy them at their discretion, and shall be entitled to inspect the properties of the Company and consult with management of the Company, all subject to standard confidentiality undertakings, to the reasonable satisfaction of the Company.






		PARTICIPATION IN FUTURE OFFERINGS:




		Until an IPO, each of the holders of the Preferred A Shares as well as Ordinary Shareholders who holds at least 5% of the Company's issued and outstanding shares (with aggregation of the holdings of affiliates) shall have the right to participate in any future sales of securities by the Company subject to standard exceptions (including strategic investor, as will be defined in the definitive agreement).


The procedure for implementation of the preemptive rights shall be set forth in the Company’s Certificate of Incorporation, and will include an over-allotment right to holders of the Preferred A Shares, unless the holders of a majority of such Preferred A Shares waive such right. 



		BRING ALONG:




		Subject to the Voting Rights set forth above, prior to an IPO, in the event that shareholders holding more than 75% of the voting power in the Company accept an offer to sell all of their shares to a third party, and such sale is conditioned upon the sale of all remaining shares of the Company to such third party, all other shareholders shall be required to sell their shares in such transaction, on the same terms and conditions.





		RIGHT OF FIRST REFUSAL:

		Until an IPO, the shareholders who hold at least 5% of the Company's issued and outstanding shares (with aggregation of the holdings of affiliates) shall have a right of first refusal to purchase any shares of the Company offered for sale by any shareholders to any person or entity, subject to standard exceptions for transfer to affiliates and family members.



		

		



		TAG ALONG RIGHTS AND RESTRICTIONS
ON SALES:




		(A) Until the earlier of the QIPO, a merger, consolidation, sale of all or substantially all of the Company's assets or shares, or the lapse of 3 years following the Closing of the Investment, the CEO shall be prohibited from transferring any of his shares in the Company, subject to standard exceptions for transfer to affiliates and family members. Until the QIPO or a merger, consolidation, sale of all or substantially all of the Company's assets or shares, and subject to the right of first refusal, each holder of Preferred A Shares who holds at least 5% of the Company's issued and outstanding share capital (on an as-converted basis) (with aggregation of the holdings of affiliates) shall have a right to participate, on a pro-rata basis (including any ordinary shares held thereby) and on identical terms, in any transfer of shares by (1) CEO and (2) the Founders of more than 20% of their aggregate holdings as of the date of the Closing, subject to standard exceptions for transfer to affiliates and family members. 





		 BOARD OF DIRECTORS:




		Until the next financing round, the Board of Directors shall consist of a total of up to 7 members, who shall be appointed as follows: (a) the Founders shall appoint 2 members, however, they will be entitled to nominate 2 directors with the voting power of 3 directors once the industry expert mentioned in sub-section (d) below is appointed (b) the holders of Preferred A Shares shall have the right to appoint two directors, one of which shall be designated by Investor and, in the event that Investor B purchases Series A Preferred Stock at the Closing, the other of which shall be __________, (d) one industry expert shall be appointed by the Board of Directors, with the consent of all other members, and (e) the CEO of the Company for as long as he is CEO. The parties shall agree upon a specific percentage of the Company’s share capital, below which the Series A Preferred shareholders will lose their right to appoint directors. The Company will give each director an exemption from liability to the maximum extent permitted by law, will sign an indemnity agreement with each of the directors and will maintain customary directors and officers insurance. Compensation and/or options granted to senior management of the Company will be approved by the Board of Directors.


Investor shall have the right to appoint a member to any subsidiary’s Board of Directors. Such subsidiary will give each director an exemption from liability to the maximum extent permitted by law, will sign an indemnity agreement with each of the directors and will maintain customary directors and officers insurance.   





		EXPENSES:

		The Company will pay from the proceeds at the Closing the legal fees and expenses incurred by the Investors’ corporate counsel in connection with the investment, up to a maximum of $20,000 plus VAT; the Company will additionally pay from the proceeds at the Closing the legal fees and expenses of the Investors’ intellectual property counsel (same counsel set forth in the “Intellectual Property” paragraph set forth above), up to a maximum to be determined by the parties.






		EMPLOYMENT AGREEMENTS: 

		Prior to signing of the Share Purchase Agreement, the Company will present to the Investors employment agreements with the Company and the CEO and certain other key employees.






		

		



		NO SHOP; ORDINARY COURSE: 

		During a period of 30 days following the date hereof, neither the Company, Company nor any of their respective officers, directors, employees, or other representatives shall, directly or indirectly:  (a) issue any new shares of the Company, cause or permit any sale or conveyance of any of the outstanding shares of the Company or Company, or sell, assign, transfer or convey any of the assets of the Company (other than sales of the Company’s products in the ordinary course of business, the grant of options or shares to directors/employees/ consultants in the ordinary course of business, and the issuance of shares in connection with an option or warrant exercise outstanding at the date hereof) ;  (b) solicit any offers for, provide detailed information in response to any unsolicited offers for, or conduct any negotiations with any other person or entity in respect of the sale of shares in the Company, or the assets of the Company or any substantial portion of such assets (other than the grant of options or shares to directors/employees/ consultants (other than the Founders) in the ordinary course of business).  Except as required under any applicable law, and except as required for the performance of this Term Sheet, neither party shall disclose or reveal to any other person, firm, corporation or other entity any information relating to (i) the Investors' proposed investment in the Company; or (ii) the negotiations between the parties; or (iii) any material of a confidential nature relating to the Company or Company or their respective technology, including due diligence material (other than disclosures to their respective service providers). Notwithstanding anything to the contrary herein, the restrictions set forth herein shall not apply to any discussions, provision of information and disclosures by the Company or Investor to entities who may invest in the Company together with Investor in the Series A round, or the professional counsel of such entities, provided that each party informs the other in writing of any such negotiations or disclosures and that the other approved the same in advance in writing.  In this section, “writing” shall include by e-mail message.  






		CLOSING CONDITIONS:  

		Except for the section captioned “No Shop; Ordinary Course” which is binding on the parties, this Term Sheet is a non-binding document prepared for discussion purposes only, as a statement of the parties present intent. Closing of the transaction contemplated hereunder is subject to satisfaction of the parties due diligence requirements, including financial and legal diligence, Intellectual Property review (including a legal opinion by the Company’s IP lawyer) by the Company, approval by the respective boards of directors or investment committees of the Investors and the Company, submission of an updated Business Plan, receipt of a legal opinion by the Company’s U.S. counsel and the signing of mutually acceptable definitive agreements containing additional provisions customary in transactions of this type. In addition, Investors shall not be obligated to invest in the Company if, in their sole judgment, the Company's condition or prospects deteriorate materially before the Closing of the definitive agreement. 





Company Inc.



For and on behalf of Investor 


By: ____________________



By: __________________________________


Name: _________________



Name: ________________________________


Date: __________________



Date: _________________________________
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SUMMARY OF PROPOSED TERMS


SERIES A PREFERRED SHARES


                                                                                Lamb Inc.


_______________, ______ 


		We are happy to confirm our interest, subject to contract, completion of due diligence and IP review, to invest in ________ Inc.  This letter summarizes the principal terms of a proposed subscription of Series A Preferred Shares.  Except as specifically provided herein, this letter is not intended to be a legally binding agreement but is a statement of intent.  It is presented solely for the purpose of discussion.






		

		



		ORGANIZATION:





		Lamb Inc., a Delaware corporation (the "Company"), was founded by _____________________ (collectively, the "Founders").  The proposed transaction involves: (1) raising up to $4.3 million through the issuance of shares of Series A Preferred Stock, par value $0.01 (the "Preferred A Shares"); (2) prior to the closing of the Investment, increasing the pool of Common Stock reserved for the grant of options by 35,000 shares  (in addition to the currently unissued shares reserved for the Option Pool) for the purpose of granting options to purchase shares of Common Stock to future employees, directors and consultants of the Company.






		

		



		INVESTORS:

		Shark (“Investor”) and additional Sharks to be agreed by Investor and the Company (collectively, the "Investors”).






		AMOUNT OF OFFERING:




		Up to an aggregate amount of $4.3 million from the Investors, of which $3.4 million will be invested by Investor.



		TYPE OF SECURITIES:

		Preferred A Shares, convertible to Common Stock of the Company






		PRICE PER SHARE:

		____ per share, corresponding to a pre-money valuation of $__ million, on a fully-diluted basis and after reservation of shares for employee stock option plans, as set forth above, dependent on such assumptions as are set forth in the attached Capitalization Tables. All other securities or loans outstanding prior to the Closing will be part of the fully diluted share capital of the Company pre-closing.



		INTELLECTUAL PROPERTY:

		A condition to Closing will be an intellectual property review of by Investor, including a legal opinion prepared by the Company’s IP counsel, confirming that the Company’s IP does not infringe on any relevant patents, subject to customary exceptions, as well as verifying the compliance of the company’s technology with the relevant FCC ruling published shall be delivered to Investor before the execution of the Share Purchase Agreement.



		TENTATIVE SIGNING:



		30 days from the date of the signing of this term sheet. The Closing will be ten (10) business days thereafter.



		

		



		USE OF PROCEEDS:


		The proceeds of the Investment shall be used by the Company in accordance with an annual budget to be submitted to, and approved by, the Company's Board of Directors.  The initial budget, which may be amended from time to time by the Company’s Board of Directors, shall be delivered to Investor at least 5 business days prior to the Closing.



		

		



		LIQUIDATION PREFERENCE:

		Until an IPO, in the event of any liquidation, bankruptcy, reorganization or winding up of the Company, the holders of Preferred A Shares shall be entitled to receive, pro-rata, in preference to all other shareholders, an amount equal to their respective investments plus interest at the rate of 7% per annum (the "Preferred A Preference").  Following payment of the Preferred A Preference, the holders of Preferred A Shares will then participate with the holders of all other shares on an as-if-converted basis in any remaining proceeds. In case of an M&A, after the Preferred A Preference was paid, the liquidation preference will terminate.


A merger, consolidation, sale of all or substantially all of the Company's assets and/or shares, or any other transaction in which control of the Company is transferred involving receipt by the Company of assets or proceeds (other than a IPO) will be treated as a liquidation. 






		CONVERSION:

		Holders of the Preferred A Shares shall have the right at any time after the date of issuance to convert their shares into Ordinary Shares of the Company on a one-for-one basis, subject to adjustments provided herein.






		

		Each of the Preferred A Shares shall automatically convert into Ordinary Shares at the then applicable conversion rate in the event of a public offering with net proceeds of at least $20 million at a pre-money valuation of the Company of at least $80 million (the "QIPO"). 



		 

		



		ANTIDILUTION ADJUSTMENTS:


		The conversion ratio will be adjusted in the event of stock splits, reclassifications, etc., and will also be adjusted, until the QIPO, by standard ”broad based weighted average” anti-dilution in the event that equity securities, securities convertible into equity or options or warrants to purchase equity securities of the Company are subsequently issued at a price per share less than the purchase price of the Preferred A Shares.  The anti-dilution protection shall be subject to standard exceptions (including exception for issuances under the Company’s ESOP, as may be approved by the Board from time to time and strategic investors as will be defined in the definitive agreement).



		

		



		VOTING RIGHTS:


                                                            

		Until the QIPO and as long as the Preferred A Shareholders hold at least ten (10%) percent of the outstanding share capital of the Company, the Company's Certificate of Incorporation shall contain restrictions prohibiting the Company from taking certain actions without the consent of the holders of at least a majority of the issued and outstanding Preferred A Shares, voting together as a single class, including any action which (i) directly alters or changes the rights, preferences, or privileges of the Preferred A Shares; (ii) creates any class or series of shares or other securities having rights or a preference equal or superior to the Preferred A Shares, (iii) effects a merger, reorganization, sale of all or substantially all of the Company's shares or assets, if the proceeds obtained by the Preferred Shareholders are lower than 5 times the adjusted price-per-share (on an as-converted basis) paid by the Investors for the Preferred A Shares or effects an acquisition of shares or assets of another company or business entity; (iv) increases the size of the board above 7 directors; (v) declares or pays any dividend or other distribution to shareholders of cash, shares, or other assets (except for bonus shares in a reorganization before an IPO/M&A); (vi)  creates any mortgage, pledge or other security interest in all or substantially all of the property of the Company or a subsidiary, other than in the ordinary course of business or in connection with obtaining a credit line from a commercial bank; (vii) amends or otherwise modifies the Company's Certificate of Incorporation or other incorporation documents, in a manner that directly adversely alters or amends any of the Investors' rights, preferences or privileges; (viii) effects any dissolution, liquidation or other winding up of the Company or any subsidiary or the cessation of all or a substantial part of the business of the Company or any subsidiary (except for in the frame of an M&A); or (ix) effects any related party transaction (except for certain transactions including the provision of services to the Company by the ____ group to be agreed upon in the definitive agreement). 



		REPRESENTATIONS AND WARRANTIES:

		The definitive agreement will contain standard representations and warranties from the Company and Company. 



		REGISTRATION RIGHTS: 

		Beginning nine months after an IPO and for five years thereafter holders of a majority of the Preferred A Shares, voting together as a single class, shall have the right to: (i) two demand registrations of an underwritten public offering of their ordinary shares by an underwriter chosen by the Company acceptable to them, with each such “demand” registration having an aggregate offering price of no less than $5,000,000; (ii) unlimited piggyback registrations (as to offerings for the account of the Company or any other party), subject to standard cutbacks; and (iii) unlimited F-3 registrations.  The Company shall, in each of the three cases, pay all registration costs including the reasonable fees and expenses of one counsel who will serve both the Company and the selling shareholders, not including any commissions or discounts. Registration rights will expire four years after the Company's initial public offering.  Other customary provisions, including standard indemnification provided by the Company, shall apply. Similar provisions will apply to any registration outside of the United States, to the extent applicable.  Beginning nine months after an IPO and for five years thereafter holders of a majority of the Ordinary Shares, voting together as a single class, shall have the right to: one demand registration of an underwritten public offering of their ordinary shares by an underwriter chosen by the Company acceptable to them, with each such “demand” registration having an aggregate offering price of no less than $5,000,000.





		INFORMATION AND REPORTING: 

		Until the QIPO, each of the holders of preferred shares of the Company shall have the right to receive (1) financial statements within 90 days after the end of each fiscal year which have been audited by one of the “Big 5” accounting firms, (2) un-audited, quarterly financial statements within 45 days after the end of each quarter (including the fourth quarter, prior to receipt of the audited financial statements).  Further, holders of preferred shares holding at least 5% of the issued and outstanding share capital shall receive  (3) a monthly report which shall include a business update and overview, and cash-flow statement and (4) an annual operating plan and budget at least 15 days prior to the first day of the year covered by such plan (except for the year 2002, which is to be completed within 15 days of the signing of this term sheet).  





		ACCESS AND VISITATION RIGHTS: 

		As long as the Preferred A Shares represent 5% of the outstanding share capital of the Company, the holders of Preferred A Shares shall have, at reasonable times and upon reasonable coordination with the Company, full access to all books and records of the Company, shall be entitled to review and copy them at their discretion, and shall be entitled to inspect the properties of the Company and consult with management of the Company, all subject to standard confidentiality undertakings, to the reasonable satisfaction of the Company.






		PARTICIPATION IN FUTURE OFFERINGS:




		Until an IPO, each of the holders of the Preferred A Shares as well as Ordinary Shareholders who holds at least 5% of the Company's issued and outstanding shares (with aggregation of the holdings of affiliates) shall have the right to participate in any future sales of securities by the Company subject to standard exceptions (including strategic investor, as will be defined in the definitive agreement).


The procedure for implementation of the preemptive rights shall be set forth in the Company’s Certificate of Incorporation, and will include an over-allotment right to holders of the Preferred A Shares, unless the holders of a majority of such Preferred A Shares waive such right. 



		BRING ALONG:




		Subject to the Voting Rights set forth above, prior to an IPO, in the event that shareholders holding more than 75% of the voting power in the Company accept an offer to sell all of their shares to a third party, and such sale is conditioned upon the sale of all remaining shares of the Company to such third party, all other shareholders shall be required to sell their shares in such transaction, on the same terms and conditions.





		RIGHT OF FIRST REFUSAL:

		Until an IPO, the shareholders who hold at least 5% of the Company's issued and outstanding shares (with aggregation of the holdings of affiliates) shall have a right of first refusal to purchase any shares of the Company offered for sale by any shareholders to any person or entity, subject to standard exceptions for transfer to affiliates and family members.



		

		



		TAG ALONG RIGHTS AND RESTRICTIONS
ON SALES:




		(A) Until the earlier of the QIPO, a merger, consolidation, sale of all or substantially all of the Company's assets or shares, or the lapse of 3 years following the Closing of the Investment, the CEO shall be prohibited from transferring any of his shares in the Company, subject to standard exceptions for transfer to affiliates and family members. Until the QIPO or a merger, consolidation, sale of all or substantially all of the Company's assets or shares, and subject to the right of first refusal, each holder of Preferred A Shares who holds at least 5% of the Company's issued and outstanding share capital (on an as-converted basis) (with aggregation of the holdings of affiliates) shall have a right to participate, on a pro-rata basis (including any ordinary shares held thereby) and on identical terms, in any transfer of shares by (1) CEO and (2) the Founders of more than 20% of their aggregate holdings as of the date of the Closing, subject to standard exceptions for transfer to affiliates and family members. 





		 BOARD OF DIRECTORS:




		Until the next financing round, the Board of Directors shall consist of a total of up to 7 members, who shall be appointed as follows: (a) the Founders shall appoint 2 members, however, they will be entitled to nominate 2 directors with the voting power of 3 directors once the industry expert mentioned in sub-section (d) below is appointed (b) the holders of Preferred A Shares shall have the right to appoint two directors, one of which shall be designated by Investor and, in the event that Investor B purchases Series A Preferred Stock at the Closing, the other of which shall be __________, (d) one industry expert shall be appointed by the Board of Directors, with the consent of all other members, and (e) the CEO of the Company for as long as he is CEO. The parties shall agree upon a specific percentage of the Company’s share capital, below which the Series A Preferred shareholders will lose their right to appoint directors. The Company will give each director an exemption from liability to the maximum extent permitted by law, will sign an indemnity agreement with each of the directors and will maintain customary directors and officers insurance. Compensation and/or options granted to senior management of the Company will be approved by the Board of Directors.


Investor shall have the right to appoint a member to any subsidiary’s Board of Directors. Such subsidiary will give each director an exemption from liability to the maximum extent permitted by law, will sign an indemnity agreement with each of the directors and will maintain customary directors and officers insurance.   





		EXPENSES:

		The Company will pay from the proceeds at the Closing the legal fees and expenses incurred by the Investors’ corporate counsel in connection with the investment, up to a maximum of $20,000 plus VAT; the Company will additionally pay from the proceeds at the Closing the legal fees and expenses of the Investors’ intellectual property counsel (same counsel set forth in the “Intellectual Property” paragraph set forth above), up to a maximum to be determined by the parties.






		EMPLOYMENT AGREEMENTS: 

		Prior to signing of the Share Purchase Agreement, the Company will present to the Investors employment agreements with the Company and the CEO and certain other key employees.






		

		



		NO SHOP; ORDINARY COURSE: 

		During a period of 30 days following the date hereof, neither the Company, Company nor any of their respective officers, directors, employees, or other representatives shall, directly or indirectly:  (a) issue any new shares of the Company, cause or permit any sale or conveyance of any of the outstanding shares of the Company or Company, or sell, assign, transfer or convey any of the assets of the Company (other than sales of the Company’s products in the ordinary course of business, the grant of options or shares to directors/employees/ consultants in the ordinary course of business, and the issuance of shares in connection with an option or warrant exercise outstanding at the date hereof) ;  (b) solicit any offers for, provide detailed information in response to any unsolicited offers for, or conduct any negotiations with any other person or entity in respect of the sale of shares in the Company, or the assets of the Company or any substantial portion of such assets (other than the grant of options or shares to directors/employees/ consultants (other than the Founders) in the ordinary course of business).  Except as required under any applicable law, and except as required for the performance of this Term Sheet, neither party shall disclose or reveal to any other person, firm, corporation or other entity any information relating to (i) the Investors' proposed investment in the Company; or (ii) the negotiations between the parties; or (iii) any material of a confidential nature relating to the Company or Company or their respective technology, including due diligence material (other than disclosures to their respective service providers). Notwithstanding anything to the contrary herein, the restrictions set forth herein shall not apply to any discussions, provision of information and disclosures by the Company or Investor to entities who may invest in the Company together with Investor in the Series A round, or the professional counsel of such entities, provided that each party informs the other in writing of any such negotiations or disclosures and that the other approved the same in advance in writing.  In this section, “writing” shall include by e-mail message.  






		CLOSING CONDITIONS:  

		Except for the section captioned “No Shop; Ordinary Course” which is binding on the parties, this Term Sheet is a non-binding document prepared for discussion purposes only, as a statement of the parties present intent. Closing of the transaction contemplated hereunder is subject to satisfaction of the parties due diligence requirements, including financial and legal diligence, Intellectual Property review (including a legal opinion by the Company’s IP lawyer) by the Company, approval by the respective boards of directors or investment committees of the Investors and the Company, submission of an updated Business Plan, receipt of a legal opinion by the Company’s U.S. counsel and the signing of mutually acceptable definitive agreements containing additional provisions customary in transactions of this type. In addition, Investors shall not be obligated to invest in the Company if, in their sole judgment, the Company's condition or prospects deteriorate materially before the Closing of the definitive agreement. 





Company Inc.



For and on behalf of Investor 


By: ____________________



By: __________________________________


Name: _________________



Name: ________________________________


Date: __________________



Date: _________________________________
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