Vexillum Ventures
Series A Term Sheet
Leptis Robotics Ltd (the ‘Company’)


	#
	Clause
	Key Terms
	Comments

	1
	Investment amount
	€5,000,000
	

	2
	Investors
	Vexillum Ventures (€3,000,000)
Standard Syndicate (€2,000,000)
	

	3
	Type of security
	Series A Convertible Preference Share
	

	4
	Valuation
	€2.00 per share (the ‘Purchase Price’)
The Purchase Price represents a fully-diluted pre-money valuation of €14,117,648 and a fully-diluted post-money valuation of €19,117,648
	Pre-money = 7,058,824 shares * €2.00 = €14,117,648
Post-money = 9,558,824 shares * €2.00 = €19,117,648

	5
	Capital structure post Series A round
	Total number of shares: 9,558,824
Existing ordinary shares - Founders:
· 6,000,000 = 62.77% post-money ownership
Employee share ownership plan:
· 1,058,824 shares = 15% pre-money ownership 
= 11.08% post-money ownership
Series A investors:
· 2,500,000 shares = 26.15% post-money ownership
	Pre		
Founders	 6,000,000.00 	85.00%
ESOP pre	 1,058,823.53 	15.00%
	 7,058,823.53 	
Post		
Founders	 6,000,000.00 	62.77%
ESOP	 1,058,823.53 	11.08%
Vexillum	 2,500,000.00 	26.15%
	 9,558,823.53 	

	6
	Use of proceeds
	· Expansion into US market
· Working capital 
· Marketing purposes
· All other activities consistent with business plan included in due diligence pack
· All expenditure items above €100,000 shall be subject to investor director veto rights
· All recruitment at annualised salaries equivalent to €50,000 shall be subject to board approval
	

	7
	Liquidation Preference
	Two times (2x) the original purchase price, plus all accrued unpaid dividends on each share; balance of proceeds to be paid to ordinary shareholders.
Any merger, sale of company assets, corporate reorganisation or similar transaction shall be treated as a liquidation.
	

	8
	Dividends
	Dividends accrue at a non-cumulative rate of 9% per year, payable only when declared by the board.
	

	9
	Conversion
	Each convertible A Preference share either: 
· To be paid its multiple liquidation preference (including accrued dividends, if any), or 
· To convert into one ordinary share (subject to proportional adjustments for share splits, scrip dividends and the like) at any time at the option of the holder.
	

	10
	Anti-dilution
	Full ratchet anti-dilution provisions shall apply.
	

	11
	Voting rights
	Each A Preference share carries one vote (the same as each ordinary share).
	

	12
	Board composition
	The board shall comprise a maximum of six directors. 
Investors have the right to appoint two representatives to the board and all its committees. 
The company will reimburse expenses of the A Preference directors for costs incurred in attending board and other meetings or events on behalf of the company.
The CEO and CFO shall also serve as directors of the company.
Up to two industry experts (in robotics, artificial intelligence or finance) may be appointed as independent directors, from amongst whom the chair will be selected by agreement between the ordinary and A Preference shareholders.
	

	13
	Drag-along
	In the event that a majority of A Preference shareholders wish to transfer their aggregate shareholdings in the company in one or a series of related transactions to a proposed acquirer (including another Shareholder) who wishes to acquire all (but not less than all) Shares in the Company pursuant to a bona fide purchase offer: 
· all holders of A Preference Shares (the ‘Relevant Selling Shareholders’) shall have the right (but not the obligation) to require all other Series A shareholders to sell, and 
· the other shareholders hereby irrevocably agree to sell, all of their Shares then held to the proposed acquirer for the same consideration per Share and otherwise at the same terms and conditions as applicable to the Relevant Selling Shareholders.
	

	14
	Tag-along
	Each of the shareholders shall have the right to participate, on a pro rata basis on identical terms, in any transfer or sale of shares by other shareholders provided such transfer or sale of shares would relate to a sale of more than 20% of all A Preference shares.
	

	15
	Employee share option pool
	A share option pool of 15% of the issued share capital before Closing shall be established to incentivise employees.
	Before Closing = pre-money option pool = more dilutive for founders

	16
	Founder & employee vesting
	All common shareholders shall have four years quarterly vesting, beginning at the closing of the Series A shareholder agreement. No pre-vesting.
Each key shareholder shall have assigned all relevant IP to the Company before closing.
1% of the shares in the stock option pool are reserved for the Founder and will be released to her should she remain as CEO 2 years following Closing.
	

	17
	Automatic conversion
	All A Preference shares shall automatically convert into ordinary shares upon the closing of a firmly underwritten public offering of ordinary shares in the Company if the offering involves a share price higher than €4 (ie, 2x Purchase Price), adjusted for standard adjustments per share
	

	18
	Information rights
	The Investors will have customary financial and other information rights. Each Investor shall also be entitled to standard inspection and visitation rights.
	

	19
	Fees & expenses
	The Company will reimburse the Investors, or pay at the direction of the Investors, for the reasonable legal fees and expenses incurred by counsel to the Investors, payable at Closing such fees and expenses not to exceed €300,000. Should the investment not complete each side shall pay their own costs.
	

	20
	Confidentiality
	The terms and existence of this Term Sheet are confidential and will not be disclosed by the undersigned except as otherwise agreed in advance by each of the parties hereto.
	

	21
	Exclusivity
	From the date hereof until the closing of the transaction, or such earlier date upon which the Investors and the Company agree in writing to terminate discussions contemplated by this Term Sheet, the Company will not, directly or indirectly, solicit or participate in any way in negotiations with, or knowingly provide any information to, any person (other than the Investor or any representative of the Investor) concerning any potential investment in the Company or otherwise facilitate any effort or attempt to make or complete an alternative proposal.
	

	22
	Effect of term sheet
	The parties expressly agree that, with the exception of the obligations as set out under the headings: 
· ‘Fees and Expenses’ 
· ‘Confidentiality’
· ‘Exclusivity’ 
· ‘Effect of Term Sheet’ 
which are intended to be and shall be legally binding, no binding obligations shall be created by this Term Sheet until definitive, legally binding agreements are executed and delivered by the parties
	

	23
	Documentation
	The investment in the Company shall be made pursuant to the agreements and documents listed below drafted by the counsel to Vexillum Ventures: 
· Series A Investment Agreement 
· Series A Shareholders’ Agreement
· Series A Articles
· Employment contracts
	

	24
	Conditions to closing
	The completion of the Series A Capital Round contemplated by this Term Sheet shall be subject to satisfactory due diligence and the approval and signing of the Documentation by the Investors.
	

	25
	Founder warranties / indemnities
	2x annual salary
	

	26
	Founder vesting
	4 year schedule, no pre-vesting
	




On behalf of Leptis Robotics Ltd

Signed:_____________________
Name:	
Position:
Date:

On behalf of Vexillum Ventures

Signed:_____________________
Name:	
Position:
Date:


Note: From DLA Piper[footnoteRef:1]: [1:  https://www.dlapiperaccelerate.com/knowledge/2017/what-are-the-price-based-anti-dilution-formulas.html 
] 

What are the price-based anti-dilution formulas?


When investors negotiate for price-based anti-dilution protection for their preferred stock, the company's charter will include a formula that results in the automatic adjustment of the rate at which preferred stock converts to common stock if the company has a down round.

The anti-dilution adjustment formula is found in the company's charter filed with the state of incorporation and may vary from the formula we describe in our article about anti-dilution protections. Typically, the conversion ratio for Series A is defined in the company's charter as the original issue price divided by the conversion price. The original issue price and the conversion price are initially both set at the price per share at which the company sells its Series A to investors. When a down round occurs, the conversion price is reduced, thereby increasing the conversion ratio of Series A to common.

Below are the standard anti-dilution formulas.

Broad-based weighted average formula

This form of protection adjusts the conversion ratio based on the dilution in implied value of the shares caused by the down round. A typical broad-based weighted average formula for Series A Preferred Stock provides:

CP2 = CP1 * (A+B) ÷ (A+C)

CP2 = Conversion price after down round
CP1 = Conversion price before down round
A = Fully-diluted capitalization of the company prior to the down round, including the assumed exercise of outstanding options and warrants and conversion of preferred stock to common, but not giving effect to any securities converting in the down round
B = Total consideration received by the company in the down round divided by the Series A per share purchase price
C =  Number of shares of stock issued in the down round

The new conversion price is then divided into the original issue price to arrive at the new conversion ratio.

This formula can be made even more company friendly by including any shares reserved under the stock plan but not yet awarded.

Narrow-based weighted average formula

In narrow-based weighted average, the formula is the same as the broad-based formula above, except that A will be narrowed to exclude reserved, but unissued shares. The following is an example:

A = All shares of common stock and preferred stock currently outstanding, treating the preferred stock on an as-converted basis.



Full ratchet formula

Full ratchet anti-dilution lowers the conversion price of the protected stock to the price paid in the down round. The new conversion price is then divided into the original issue price to arrive at the new conversion ratio. As a result, the holders of the protected stock effectively get a price adjustment to the price paid in the down round.

A full ratchet provision will always result in a larger conversion rate adjustment than a weighted average provision and, for that reason, is more detrimental to founders and other common stock holders than a weighted average formula.




See also:
https://www.calstartuplawfirm.com/business-lawyer-blog/anti-dilution-provisions.php for Excel worked examples 
https://www.ashfords.co.uk/insights/blog/anatomy-of-a-term-sheet-anti-dilution-iii-weighted-average for worked example under UK law
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