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SAFE
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/ 

Simple Agreement for Future Equity (SAFE)
[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.
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	[Insert name of company]
and
[insert investor details]

	Simple Agreement for Future Equity
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	This agreement is made on [insert date]

	Parties

	1 
	[bookmark: z_LX009_1][Insert name of the company] ([ACN/ABN] [#]) (the Company)
For notices:
Address: [insert address] 
Email: [insert address] 

	2 
	[Insert name of the investor] [([ACN/ABN] [#])] (the Investor)
For notices:
Address: [insert address] 
Email: [insert address] 

	Recitals
[image: ] Guidance note
These recitals should be tailored to reflect the Company's commercial background.


	A 
	[The Company is in the business of [*].]

	B 
	The Investor wishes to purchase the right to receive future equity in the Company.


It is agreed as follows.
[bookmark: txtTitle][bookmark: Body][bookmark: _Toc72476171][bookmark: _Ref479611261]Definitions and interpretation
[bookmark: _Toc72476172]Definitions
The following definitions apply unless the context requires otherwise:
Business Day means a day that is not a Saturday, Sunday, bank holiday or public holiday in [insert capital city of state in which the Company is registered, eg, Sydney], Australia.
Company has the meaning given to it in the "Parties" section of this agreement.
Corporations Act means the Corporations Act 2001 (Cth).
[image: ] Guidance note
This SAFE gives the Investor a discount to the share price on conversion of their SAFE. Including a discount is very common as it rewards the Investor for investing in the business early (before the Company can raise a priced equity round) and taking on the associated risk. In addition to a discount, some investors may require that the SAFE include a valuation cap. Please see the guidance note at the definition of Valuation Cap for more information.
Most commonly, discount rates are in the range of 10% to 30%. Generally, the closer a Company is to raising an equity round (or, for that matter, undertaking an exit or liquidity event), the lower the discount rate (as the SAFE investment is less risky when a conversion event is imminent). 

Discount Rate means [*]%.
[image: ] Guidance note
The SAFE will convert into shares at an 'Eligible Financing'. You may wish to insert a requirement that the Company raise a certain amount in order for the raise to be considered an 'Eligible Financing'. If the Company raises less than this, the SAFE would not convert and would remain on foot. 

Eligible Financing means a bona fide transaction or series of transactions with the principal purpose of raising capital, pursuant to which the Company issues and allots Shares [with aggregate funds raised of not less than $[*]] (but for the avoidance of doubt does not include Excluded Issues). 
Excluded Issues means the following issues of Shares after the date of this agreement:
0. Shares issued pursuant to any equity incentive or similar plan adopted by the Company;
Shares issued to:
financial institutions, equipment lessors or other persons engaged in the business of making loans pursuant to a debt financing or commercial leasing arrangements; or
suppliers or third party service providers in connection with the provision of goods or services pursuant to transactions;
Shares issued in connection with research, collaboration, technology licence, development or other similar agreements or strategic partnerships; and
any Shares issued as consideration for an asset acquisition by the Company or pursuant to a 'merger' by the Company with another entity.
Fully Diluted Share Capital means the total aggregate number of ordinary shares in the capital of the Company on issue immediately prior to the conversion if all securities issued by the Company were exercised or converted into ordinary shares but excluding any SAFE or other convertible debt financing instruments on issue (including pursuant to this agreement). 
Group means:
0. the Company; and
each Subsidiary of the Company (if any).
Group Entity means each entity which is a member of the Group.
Insolvency Event means the occurrence of any one or more of the following events in relation to any person:
0. an application is made to a court for an order that it be wound up, declared bankrupt or that a provisional liquidator or receiver or receiver and manager be appointed, and the application is not withdrawn, struck out or dismissed within 21 Business Days of it being made;
a liquidator or provisional liquidator is appointed and the appointment is not terminated within 21 Business Days of it being made;
an administrator or a 'controller' (as that term is defined in the Corporations Act) is appointed to any of its assets and the appointment is not terminated within 21 Business Days of it being made;
it enters into an arrangement or composition with one or more of its creditors, or an assignment for the benefit of one or more of its creditors;
it proposes a winding-up or dissolution or reorganisation, moratorium, deed of company arrangement or other administration involving one or more of its creditors;
it is insolvent as disclosed in its accounts, or otherwise states that it is insolvent, or it is presumed to be insolvent under an applicable law;
it becomes an 'Insolvent under Administration' or action is taken which could result in that event and the proceeding is not dismissed within 21 Business Days of the date action is taken;
it is taken to have failed to comply with a statutory demand as a result of section 459F(1) of the Corporations Act;
a notice is issued under sections 601AA or 601AB of the Corporations Act and not withdrawn or dismissed within 21 Business Days;
a writ of execution is levied against it or a material part of its property which is not dismissed within 21 Business Days;
it ceases to carry on business or threatens to do so, other than for reorganisation or restructuring in accordance with the terms of this agreement; or
anything occurs under the law of any jurisdiction which has a substantially similar effect to any of the above clauses of this definition.
Investor has the meaning given in the "Parties" section of this agreement.
Liquidity Event means:
0. the allotment or transfer of shares under a prospectus lodged with the relevant regulatory body in relation to an initial public offering of the Company's securities on an internationally recognised stock exchange;
the completion of a sale of all or substantially all of the issued shares of the Company to a third party in a bona fide transaction or series of transactions;
the completion of a reorganisation, acquisition, disposal or other transaction by the Company, irrespective of whether the consideration for that transaction is satisfied by the issue of securities or by cash, where the business and assets the subject of that transaction are valued by the Company's board at 50% or more of the value of the Company immediately prior to the transaction, and as a result of which 50% or more of the voting power in the Company is held by persons different to those persons that held at least 50% of the voting power in the Company immediately prior to the transaction;
the sale to a third party in a bona fide transaction or series of transactions of the whole or a substantial part of the Company's business or all or substantially all of the assets of the Group.
Liquidity Price means the value of an ordinary share in the capital of the Company determined by reference to the purchase price payable in connection with the Liquidity Event.
[image: ] Guidance note
The 'Purchase Price' is the total amount the investor is investing under the SAFE. 

Purchase Price means $[*].
Security Interest means:
0. any third party rights or interests including a mortgage, bill of sale, charge, lien, pledge, trust, encumbrance, power or title retention arrangement, right of set-off, assignment of income, garnishee order or monetary claim and flawed deposit arrangements or any arrangement having a similar effect; and
a 'security interest' as defined in the Personal Property Securities Act 2009 (Cth),
and includes any agreement to create any of them or allow them to exist.
Share means a share in the capital of the Company.
Share Price means the price per Share issued in the Eligible Financing.
Subsidiary has the meaning given in the Corporations Act but so that:
0. an entity will also be considered to be a Subsidiary of a company if it is controlled by that company within the meaning of section 50AA of the Corporations Act;
a trust may be a Subsidiary, for the purposes of which a unit or other beneficial interest will be regarded as a share; and
a corporation or trust may be a Subsidiary of a trust if it would have been a Subsidiary if that trust were a corporation.
Termination Date means the earlier of:
0. the date Shares are issued to the Investor pursuant to clauses 3 or 4; or
the date of payment of amounts due to the Investor pursuant to clause 5.
[image: ] Guidance note
A 'Valuation Cap' may be required by the Investor. The SAFE operates by converting at a discount to the valuation of the Company at the relevant time. Where you also include a valuation cap, if the discounted valuation of the Company is more than the valuation cap at the time of conversion, the SAFE will convert at the valuation cap instead. This protects the Investor from a situation where the Company raises its next round at an overly high valuation and the Investor receives a smaller than anticipated number of shares as a result. When setting this valuation cap, you should consider it as the pre-money valuation of the Company. 

[Valuation Cap means $[*].]
Valuation Cap Price means the price per share determined by dividing the Valuation Cap by the Fully Diluted Share Capital. 
[bookmark: _Toc72476173]Interpretation
In this agreement, the following rules of interpretation apply unless the contrary intention appears:
headings are for convenience only and do not affect the interpretation of this agreement;
the singular includes the plural and vice versa;
words that are gender neutral or gender specific include each gender;
where a word or phrase is given a particular meaning, other parts of speech and grammatical forms of that word or phrase have corresponding meanings;
the words 'such as', 'including', 'particularly' and similar expressions are not words of limitation;
a reference to:
a person includes a natural person, partnership, joint venture, government agency, association, corporation, trust or other body corporate;
a thing (including but not limited to a chose in action or other right) includes a part of that thing;
a party includes its agents, successors and permitted assigns;
a document includes all amendments or supplements to that document;
a clause, term, party, schedule or attachment is a reference to a clause or term of, or party, schedule or attachment to this agreement;
a law includes a constitutional provision, treaty, decree, convention, statute, regulation, ordinance, by-law, judgment, rule of common law or equity and is a reference to that law as amended, consolidated or replaced;
a statute includes any regulation, ordinance, by-law or other subordinate legislation under it;
an agreement includes an undertaking, or legally enforceable arrangement or understanding whether or not in writing; and
a monetary amount is in Australian dollars and all amounts payable under or in connection with this agreement are payable in Australian dollars;
no rule of construction applies to the disadvantage of a party because that party was responsible for the preparation of this agreement or any part of it;
when the day on which something must be done is not a Business Day, that thing must be done on the following Business Day; and
if a period of time is calculated from a particular day, act or event (such as the giving of a notice), unless otherwise stated in this agreement, it is to be calculated exclusive of that day, or the day of that act or event.
[bookmark: _Toc72476174]Agreement to invest
[bookmark: _Ref479604327]On payment by the Investor to the Company of the Purchase Price in immediately available funds, the Investor will have the right to receive future equity in the Company, on the terms and subject to the conditions of this agreement.
The Investor must pay the Purchase Price within [two] Business Days of the date of this agreement.
[The Company agrees the Purchase Price may only be used for working capital and other business growth purposes.]
[bookmark: _Ref479610467][bookmark: _Toc72476175]Right to receive securities on Eligible Financing
[bookmark: _Ref479604942]Subject to clause 3(b), if an Eligible Financing occurs before the Termination Date, on completion of the Eligible Financing, the Investor will automatically receive the kind of equity securities issued in the Eligible Financing in accordance with the following formula:
[bookmark: _Hlk66981663][bookmark: _Hlk63322599]N = A / D
where:
N means the number of securities the Investor will receive;
A means the Purchase Price; and
D means [Option 1 – if including a Valuation Cap] [the lower of the:
Share Price multiplied by (1 minus the Discount Rate); and
Valuation Cap Price] OR
[Option 2 – if not including a Valuation Cap] [Share Price multiplied by (1 minus the Discount Rate)].
[bookmark: _Ref480494246][bookmark: _Ref479604926][bookmark: _Ref63328331]It is a condition to the issue of equity securities under clause 3(a) that the Investor execute and deliver to the Company either the shareholders agreement of the Company to be entered into in connection with the Eligible Financing or a deed of accession to the Company's existing shareholders' agreement (as applicable), provided that such document does not impose more onerous obligations on the Investor as compared to other purchasers of equity securities in the Eligible Financing.
The Investor agrees to be bound by the constitution of the Company upon the issue of equity securities.
This agreement serves as an application by the Subscriber for the allotment of equity securities in accordance with this clause 3.
[bookmark: _Ref480494248]Each security issued by virtue of conversion pursuant to clause 3(a) must be issued fully paid, be free from any Security Interest and other rights or interests of third parties and will rank pari passu with and be entitled to all of the same rights that attach to the securities issued in the Eligible Financing.
[bookmark: _Ref480494251]A fraction of a security will not be issued on conversion. Accordingly, the Company will issue the number of securities determined in accordance with clause 3(a), rounded to the nearest whole number.
[bookmark: _Ref479610468][bookmark: _Toc72476176]Right to receive equity securities or cash on Liquidity Event
[bookmark: _Ref479605010]Subject to clause 4(b), if prior to the Termination Date the Company determines that a Liquidity Event is imminent, it must give notice to the Investor and the Investor may, within 2 Business Days of receipt of such notice, elect to either:
receive, upon completion of the Liquidity Event occurring, a cash payment equal to the Purchase Price; or
receive, immediately prior to completion of the Liquidity Event occurring, a number of ordinary shares of the Company calculated in accordance with the following formula:
N = A / D
where:
N means the number of ordinary shares the Investor will receive;
A means the Purchase Price; and
D means [Option 1 – if including a Valuation Cap] [the lower of the:
Liquidity Price multiplied by (1 minus the Discount Rate); and
Valuation Cap Price] OR
[Option 2 – if not including a Valuation Cap] [Liquidity Price multiplied by (1 minus the Discount Rate)].
[bookmark: _Ref479604980]It is a condition to the issue of equity securities under clause 4(a) that:
the Investor has executed and delivered to the Company all transaction documents related to the Liquidity Event that are executed and delivered by other holders of ordinary shares of the Company, provided that such document does not impose more onerous obligations on the Investor as compared to other holders of ordinary shares in the Company; and
completion of the Liquidity Event occurs.
The Investor agrees to be bound by the constitution of the Company upon the issue of equity securities.
This agreement serves as an application by the Subscriber for the allotment of equity securities in accordance with this clause 4.
Each security issued by virtue of conversion pursuant to clause 4(a) must be issued fully paid, be free from any Security Interest and other rights or interests of third parties and will rank pari passu with and be entitled to all of the same rights that attach to other ordinary shares in the capital of the Company.
A fraction of a security will not be issued on conversion. Accordingly, the Company will issue the number of securities determined in accordance with clause 4(a), rounded to the nearest whole number.
[bookmark: _Ref67498559][bookmark: _Toc72476177]Insolvency Event
[bookmark: _Ref479605040]If there is an Insolvency Event before the Termination Date, the Purchase Price will:
become due and payable by the Company to the Investor immediately prior to the completion of the liquidation, dissolution or winding up; and
rank equally with all other unsecured debt of the Company.
[bookmark: _Toc63327334][bookmark: _Toc63328482][bookmark: _Toc63328538][bookmark: _Toc63328593][bookmark: _Toc63327335][bookmark: _Toc63328483][bookmark: _Toc63328539][bookmark: _Toc63328594][bookmark: _Toc63327336][bookmark: _Toc63328484][bookmark: _Toc63328540][bookmark: _Toc63328595][bookmark: _Toc63327337][bookmark: _Toc63328485][bookmark: _Toc63328541][bookmark: _Toc63328596][bookmark: _Toc72476178][bookmark: _Ref480495742]Termination
This agreement will terminate on the Termination Date. Termination of this agreement will not affect any provision of this agreement which is expressed to come into effect on, or to continue in effect after, that termination.
[bookmark: _Toc63327352][bookmark: _Toc63328500][bookmark: _Toc63328556][bookmark: _Toc63328611][bookmark: _Toc63327353][bookmark: _Toc63328501][bookmark: _Toc63328557][bookmark: _Toc63328612][bookmark: _Toc72476179]Warranties
[bookmark: _Toc72476180]Company Warranties
The Company represents and warrants to the Investor as follows:
The Company is a corporation with limited liability and is properly incorporated and validly existing under the Corporations Act.
The Company has taken all necessary action to authorise the signing, delivery and performance of this agreement and the documents required under this agreement in accordance with their respective terms.
The Company has power to enter into and perform its obligations under this agreement and can do so without the consent of any other person and free of any pre-emptive rights or rights of first refusal.
The signing and delivery of this agreement by the Company and the performance by each Group Entity of its obligations under it complies in all material respects with:
the Company's constitution; and
all Security Interests or documents binding on the Company.
No Insolvency Event has occurred and remains current in respect of any Group Entity, and there are no circumstances which could reasonably be expected to give rise to an Insolvency Event in respect of any Group Entity.
[bookmark: _Toc63327356][bookmark: _Toc63328504][bookmark: _Toc63328560][bookmark: _Toc63328615][bookmark: _Toc63327357][bookmark: _Toc63328505][bookmark: _Toc63328561][bookmark: _Toc63328616][bookmark: _Toc63327358][bookmark: _Toc63328506][bookmark: _Toc63328562][bookmark: _Toc63328617][bookmark: _Toc63327359][bookmark: _Toc63328507][bookmark: _Toc63328563][bookmark: _Toc63328618][bookmark: _Toc63327360][bookmark: _Toc63328508][bookmark: _Toc63328564][bookmark: _Toc63328619][bookmark: _Toc63327361][bookmark: _Toc63328509][bookmark: _Toc63328565][bookmark: _Toc63328620][bookmark: _Toc63327362][bookmark: _Toc63328510][bookmark: _Toc63328566][bookmark: _Toc63328621][bookmark: _Toc72476181]Maximum liability
The aggregate maximum liability of the Company to the Investor for all claims for breach of warranty under this agreement is an amount equal to the Purchase Price.
[bookmark: _Toc72476182]No liability for indirect or consequential loss
To the maximum extent permitted by law, the Company is not liable for or with respect to any indirect or consequential loss or damage, loss of opportunity, damage to reputation, loss of customers, loss of profit or penalties or fines imposed by a government agency arising in connection with this agreement.
[bookmark: _Toc72476183]No inducement
The Investor acknowledges and agrees that in entering into this agreement, it is not relying on any statement, representation, warranty, forecast, opinion or statement of belief made by or on behalf of the Company or the Company's representatives or on any other conduct engaged in by the Company or the Company's representatives, other than the warranties made by the Company in this agreement.
[bookmark: _Toc72476184]Investor warranties
The Investor represents and warrants as follows.
Where the Investor is a company, it is a body corporate duly incorporated and validly existing under the laws of its place of incorporation or establishment.
The Investor has the power and capacity to enter into and perform its obligations under this agreement and to carry out the transactions contemplated by this agreement.
The Investor has taken all necessary action to authorise the entry into and performance of this agreement and to carry out the transactions contemplated by this agreement.
The Investor is a sophisticated or professional investor (for the purposes of sections 708(8) or (11) of the Corporations Act (as applicable)).
This agreement is the Investor's valid and binding obligation.
[bookmark: _Ref508104962]The execution and performance by the Investor of this agreement and each transaction contemplated under this agreement did not and will not violate in any respect a provision of:
a law or treaty or a judgment, ruling, order or decree of a Governmental Agency binding on the Investor;
the Investor's constitution or other constituent documents; or
any other document or agreement which is binding on the Investor or its assets.
[bookmark: _Ref508104963][[Optional – where the Investor is a trustee of a trust:] The Investor:
is the only trustee of the relevant trust and no action has been taken or is proposed to remove it as trustee of the relevant trust;
has the power under the terms of the relevant trust to enter into and comply with its obligations under this agreement;
has carefully considered the purpose of this agreement and considers that entry into this agreement is for the benefit of the beneficiaries of the relevant trust, whose consents (if necessary) have been obtained;
has not, and has never been, in default under the terms of the relevant trust; and
has not taken any action, and does not propose, to terminate the relevant trust and, to its knowledge, no other person has taken or proposes to take any action to terminate the relevant trust.]
[bookmark: _Toc63327367][bookmark: _Toc63328515][bookmark: _Toc63328571][bookmark: _Toc63328626][bookmark: _Toc63327368][bookmark: _Toc63328516][bookmark: _Toc63328572][bookmark: _Toc63328627][bookmark: _Toc63327369][bookmark: _Toc63328517][bookmark: _Toc63328573][bookmark: _Toc63328628][bookmark: _Toc63327370][bookmark: _Toc63328518][bookmark: _Toc63328574][bookmark: _Toc63328629][bookmark: _Toc72476185]Confidentiality
The Investor may not disclose the terms of this agreement except:
after obtaining the prior written consent of the Company;
to an officer, partner, employee or legal, financial or other professional adviser of the Investor who needs to know such information in the conduct of their duties or provision of professional services; or
as required by any applicable law after first consulting with the Company about the form and content of the disclosure (if permitted by law),
and must use its reasonable endeavours to ensure all such permitted disclosures are kept confidential by the third party to whom they are disclosed.
[bookmark: _Toc72476186]Notices
A notice, consent or other communication under this agreement is only effective if it is in writing, signed by or on behalf of the party giving it and it is received in full and legible form at the addressee's address or email address. It is regarded as received at the time and on the day it is actually received, but if it is received on a day that is not a Business Day or after 5.00 pm on a Business Day it is regarded as received at 9.00 am on the following Business Day.
For the purposes of this clause, a party's address and email address are as set out in the "Parties" section, unless the party has notified a changed address or email address in which case the notice, consent, approval or other communication must be to that address or email address.
[bookmark: _Toc72476187]General
[bookmark: _Toc72476188]Governing law
This agreement is governed by the laws of [insert state in which the Company is registered, eg, New South Wales].
[bookmark: _Toc72476189]Choice of jurisdiction
Each party irrevocably and unconditionally submits to the exclusive jurisdiction of the courts of [insert same state , eg, New South Wales] including, for the avoidance of doubt, the Federal Court of Australia sitting in [insert same state eg, New South Wales].
[bookmark: _Toc72476190]Assignment, novation and other dealings – consent required
A party must not assign or novate this agreement or otherwise deal with the benefit of it or a right under it, or purport to do so, without the prior written consent of the other party, which consent is not to be unreasonably withheld.
[bookmark: _Toc72476191]Costs and expenses
Except as expressly provided in this agreement each party must pay its own costs and expenses of negotiating, preparing and executing this agreement and any other instrument executed under this agreement.
[bookmark: _Toc72476192]Variation
No variation of this agreement is effective unless made in writing and duly executed by each party.
[bookmark: _Toc72476193]Waiver
No waiver of a right or remedy under this agreement is effective unless it is in writing and signed by the party granting it. It is only effective in the specific instance and for the specific purpose for which it is granted.
A single or partial exercise of a right or remedy under this agreement does not prevent a further exercise of that or of any other right or remedy.
Failure to exercise or delay in exercising a right or remedy under this agreement does not operate as a waiver or prevent further exercise of that or any other right or remedy.
[bookmark: _Toc72476194]Further assurances
Except as expressly provided in this agreement, each party must, at its own expense, do all things reasonably necessary to give full effect to this agreement and the matters contemplated by it.
[bookmark: _Toc72476195]Counterparts
This agreement may be executed in any number of counterparts and signatures on behalf of a party may be on different counterparts.


Executed as an agreement.

	Executed in accordance with section 127 of the Corporations Act by [insert name of the Company]:

	

	Director Signature
	
	Director/Secretary Signature

	
	
	

	Print Name
	
	Print Name



	Executed in accordance with section 127 of the Corporations Act by [insert name of Investor (if a Company)]:

	

	Director Signature
	
	Director/Secretary Signature

	
	
	

	Print Name
	
	Print Name



[image: ] Guidance note
If any party is a sole director and sole company, substitute the above execution blocks with the execution block below. Otherwise, delete the following execution blocks.

	Executed in accordance with section 127 of the Corporations Act by [insert name of Company with sole director]:

	

	Sole Director and Sole Secretary Signature

	

	Print Name




[image: ] Guidance note
If the Investor is an individual, substitute the above execution blocks with the execution block below. Otherwise, delete the following execution block.

	
Signed by [insert name of Investor] in the presence of:

	

	Witness Signature
	
	Signature

	
	
	

	Print Name
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