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DISCLAIMER
The A-Suite (which includes guidance notes) is intended only to provide you with an overview of information and a framework of suggested documentation to assist you in establishing your company. 
The A-Suite has been put together by Allens with startups in mind but it does not take into account your particular circumstances and it is not intended to be comprehensive. The law and other relevant circumstances may change from time to time and we do not guarantee that the A-Suite will be complete, accurate or up-to-date.
The A-Suite does not constitute legal advice and must not be relied upon by you as a substitute for seeking legal advice. Your use of the A-Suite does not create a solicitor-client relationship between you and Allens and we recommend that you seek legal and other professional advice specific to your circumstances before acting or relying on any part of the A-Suite. We are not responsible for any action taken or not taken in reliance on the A-Suite.
Your use of the A-Suite is subject to our Terms of Use accessible from www.allens.com.au/accelerate/terms-and-conditions/ 

Term Sheet
[image: ] Guidance note warning
Guidance notes to help you select relevant options are in blue shaded text. Yellow highlighted text shows where you need to include information or select which text option applies. Please delete all guidance notes and highlighted text before you publish, and double-check you have included all relevant information.

[image: ] Guidance note 
This is a template term sheet for an equity investment. It is a document entered into between a company and an investor to set out the keys terms of the intended investment. It is used to simplify the negotiation process between the Company and the Investor. The term sheet is non-binding (other than the parts relating to confidentiality, announcements, governing law and exclusivity). Following execution of the term sheet, the parties will prepare definitive agreements to govern the investment that reflect the terms agreed in the term sheet.



This term sheet (Term Sheet) sets out the proposed terms of [insert investor]'s potential investment in [insert company] (the Transaction). The Transaction remains subject to [completion of financial and legal due diligence, and] execution of definitive agreements between the parties.

	Parties

	1 
	Company
	[insert] (ACN [insert])

	2 
	Investor
	[insert] (ACN/ABN [insert])

	3 
	Founder[s]
	[insert details of each Founder]

	4 
	Business
	[insert description of the Company's business]

	Investment 

	5 
	Number of shares
	[insert]

	6 
	Class of shares
	[image: ] Guidance note 
If the Company is offering preference shares to an investor, you should include the key terms of the preference shares in this term sheet. 
For example, 'Seed Preference Shares' may have the following terms:
· 1 x non-participating liquidation preference;
· broad-based weighted average anti-dilution adjustment on a down round;
· voting rights and dividend rights per the rights attaching to ordinary shares.

[ordinary]

	7 
	Price per share
	[image: ] Guidance note 
An investor may require that their share price is calculated on the assumption that the Company's entire employee share pool has been issued (so that they are not diluted by the future issuance of shares or options to employees). If your investor requires this, you should include the words highlighted in yellow.

$[insert], which reflects a pre-money valuation of the Company of $[insert] [including a post-completion employee share pool of [insert]%]

	8 
	Total price
	$[insert]

	9 
	Post-completion shareholding
	[image: ] Guidance note 
You will include the words highlighted in yellow if you have assumed that all shares under the employee share pool referred to in item 7 have been fully issued when calculating your investor's post-completion shareholding.

 [insert]%, assuming a total investment round of $[insert] [and calculated on a fully-diluted basis]

	Governance

	10 
	Board
	[image: ] Guidance note 
The following assumes that the Investor will be entitled to one board seat. If they do not appoint a director, the Company may wish to allow them a board observer seat (a non-voting role). Please ensure you review this section carefully and update based on your specific needs. 

The Board shall comprise of [insert] directors, who will be appointed as follows:
(a) one appointed by [each/the] Founder[s] (the Founder Director[s]);
and 
(b) one appointed by the Investor (the Investor Director). 
[The Investor will have the right to appoint one observer to attend all Board meetings if it does not elect to appoint a director].
The Board must meet at least quarterly. A quorum for a Board meeting is two directors, one of which must be [a/the] Founder Director or his or her nominee.

	11 
	Reserved Matters
	[image: ] Guidance note 
The following assumes that the Company will be governed by the board and that decisions will be made by a simple majority of the directors unless otherwise stated or prescribed by law. 
It is common for certain very important decisions to be subject to a higher decision making threshold (for example, 75% of the directors plus a Founder Director and Investor Director). It is also appropriate for a small number of decisions to be decided by 75% of shareholders. We have included certain standard reserved matters below. Please ensure you review the lists carefully and confirm whether they are suitable for your business and whether you are happy giving your Investor a veto over these matters. 

Certain critical business matters may not be made without the approval of a special majority of the directors (75% of the directors plus the affirmative vote of [a/the] Founder Director and the Investor Director) including: 
adopt or vary a business plan for the Company;
enter into any debt or financing arrangement whereby the Company gives security over any or all of the assets of the Company above a threshold amount; 
incur capital expenditure above a threshold amount in a financial year;
issue securities, other than an excluded issue; and 
any restructure involving the Company or any of its subsidiaries. 
Additionally, the following decisions will require the approval of a special majority of shareholders (75% of shareholders plus the affirmative vote of [a/the] Founder and the Investor):
make any material change in the nature of the business;
any proposal to wind-up the Company or declare it to be insolvent; and
the creation and issue of shares with rights that are superior to the rights of shares on issue or any amendment to the rights attached to any class of shares.
Other than for Reserved Matters and any other matters required by law to be decided by the shareholders, all decisions will be made by the Board by a simple majority of directors. 

	Key provisions in shareholders' agreement 

	12 
	Pre-emptive rights
	All shareholders will have pro-rata pre-emptive rights on the issue and transfer of shares. 

	13 
	Tag-along Rights
	All shareholders will have tag along rights with respect to a sale by any other shareholder(s) where that sale will result in the acquirer controlling the Company. This means that any sale of shares will be permitted only if the acquirer also acquires (on the same terms) all of the shares of the party exercising its tag-along rights. 

	14 
	Drag-along Rights
	All shareholders in the Company will be subject to ‘drag-along’ rights if shareholders representing [75]% of the shares in the Company (of any class) wish to sell their shares to a third party. This means the selling shareholders may require that all other shareholders sell their shares to a buyer on the same terms as agreed by the selling shareholders.

	Warranties

	15 
	Warranties
	[image: ] Guidance note 
Warranties are statements of fact that the Company (and possibly the Founders) makes to the Investor at a point in time. The Company (and Founders personally, if applicable) will be liable to the Investor if these statements are untrue. You should only include Founder warranties if absolutely required by your Investor and only for very early stage investment rounds. 



The Company [and the Founder[s]] will give standard warranties.

	Confidentiality

	16 [bookmark: _Ref450288286]
	Confidential Information
	The terms of this Term Sheet are confidential, and the contents of this Term Sheet, its subject matter and the subsequent negotiations and diligence exercise contemplated by this Term Sheet may not be disclosed to any third-parties except to those parties or individuals who have a need to know as a result of their involvement in the proposed Transaction. Such third-parties shall include each party's affiliates and their respective officers, directors, shareholders, employees, agents, consultants and advisors.
This clause shall not prevent a disclosure required by law or any applicable regulatory body.

	17 [bookmark: _Ref450288290]
	Announcements
	The Company will not make any public announcement or written statement about the proposed investment without the prior written consent of the other party.

	Conditions to the Transaction

	18 
	Financial and legal due diligence
	Following execution of this term sheet, the Company will provide the Investor with all information, access and support reasonably required for the purposes of financial and legal due diligence.
The Investor shall be under no obligation to continue with its due diligence investigation or to complete the Transaction, if at any time, the results of the due diligence investigation are not satisfactory to the Investor for any reason, at its sole discretion.

	19 
	Execution of definitive agreements
	The following transaction documents are contemplated on customary terms to evidence the Transaction (including the details set out in this Term Sheet):
Subscription Agreement; and
Shareholders' Agreement.

	General

	20 [bookmark: _Ref69228539]
	Governing Law
	The Term Sheet will be governed by and construed in accordance with the laws of [insert state in which the company is registered, eg New South Wales], Australia.

	21 
	Expenses
	Each party is to pay its own legal and administrative expenses in connection with the Transaction. 

	22 [bookmark: _Ref450288297]
	No-Shop
	The Company agrees to work in good faith expeditiously towards a closing of the Transaction. The Company agrees that it will not, for a period of [insert] days from the date of this Term Sheet, take any action to solicit, initiate, encourage or assist the submission of any proposal, negotiation or offer from any person or entity other than the Investor relating to the sale or issuance of any securities in the Company or the acquisition, sale, lease, license or other disposition of the Company or any material part of the securities or assets of the Company and shall notify the Investor promptly of any inquiries by any third parties in this regard. 

	23 
	Effect of Term Sheet
	This Term Sheet constitutes a statement of intent only in relation to a definitive agreement expected to come between the Company, the Company's Shareholders and the Investor.
Other than clauses 16, 17, 20 and 22, this Term Sheet is non-binding and constitutes a statement of intent only. No binding obligations arise until the definitive agreements are signed by all parties.
No party shall be held liable for the consequences of failing to consummate the definitive agreements.
At any time prior to the execution and delivery of a definitive agreement, any party may elect to discontinue further negotiations hereunder for any reason (or no reason) without liability to the other party.



	
Date:
	




Signed on behalf of [Company] by:

	
	

	
	Name:

	
	Title:





Signed on behalf of [Investor] by:

	
	

	
	Name:

	
	Title:
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