WUTIF TERMS SHEET
Seed Investment Round
	Company: 
	_______________________________ (the “Company”). 

	Date:
	

	Pre-Investment Value:
	Total Shares Issued: __________ @ _______$/shr = $___________
(use per-share offering price as noted below)

	WUTIF
Investment: 
	__________ Shares (or Units) at $______ /Share.= $___________
(Describe shares or units).
[Attach before/after Capitalization table. This should include an allocation of shares to be issued and held in trust for new management/employees]

	Total Investment Round:
	WUTIF:          $_____________  (__________Shares),
Other parties: $_____________  (__________Shares), 
(the “Investors”).

[WUTIF’s share must be no more than 50% of all capital raised on this round.]

	Jurisdiction: 
	__ BC Corporations Act, Province of British Columbia; or
__ Canada Business Corporations Act

	ESB Status: 
	Company is an Eligible Small Business (ESB) under the terms of the British Columbia “Small Business Venture Capital Act” (“SBVCA”). Company will maintain this status (unless sold) for at least 5 years, failing which WUTIF will have a PUT option for its shares based on current market value of its shares. Company will prepare all documentation required under the Act.
NB: the Investment must be at arms-length (see Note 1 below)

[This term would only apply in B.C. where investors want to use the Provincial 30% tax credits available to angel investors.]

	Exemptions: 
	Company will use all appropriate and available exemptions from prospectus requirements. If available, it is best to use the “Private Issuer Exemption”, i.e. NI45-106 2.4(2)i - ie a person (in this case, WUTIF) of which a majority of directors are accredited. 

[The most common exemption used by angel investors is the so-called “accredited investor” exemption. Unfortunately, there are very few “exemptions” that companies can use to raise capital.]

	Closing: 
	Closing shall take place within fifteen (15) days of the date when Company has raised, subsequent to ____ __, ______ (date), additional financing of $__________ and has provided evidence of such financing satisfactory to WUTIF. (Could have a second closing to accommodate additional investors for a specified time period)

	Rights: 

	These shares are convertible on a 1:1 basis with any new class of shares that may be created on the next financing round. Also, in the event that shares in the next round are sold at a lower price, additional shares will be issued at no cost to the Investors on this round so that their average cost per share is the same as that of said round.

Investors in this Investment Round will be granted (pro-rata to maintain share ownership percentage) participatory rights in respect of future financings and tag-along rights in the event of sale of control of the Company or sale of shares by the Founders. Company Articles to be amended to include drag-along rights in the event of sale of the entire Company by a 51-66% majority vote. If a subsequent financing is consummated with other parties on more favorable terms, the Investors will be entitled, at their option, to enjoy the same terms. In the event the Company is sold at a valuation below the valuation as defined herein, the Investors will be issued additional shares (for $1) from treasury so that their average cost per share is 0.9**n times the sale price per share (** means power of and n is the number of years from the date hereof to the sale date).
[This ensures that investors do indeed stand a chance of getting some nominal return. The above formula provides a 10% annual ROI.]

	Board Participation: 


	WUTIF and other investors on this round shall be entitled to nominate one director on the Board of Directors. WUTIF will also be given observer status. There will be ___(suggest at least 3) directors, with a majority of them being non-management. [Board composition needs to be defined in Shareholders Agreement so as to ensure protection of minority interests]

	Audit Requirements: 
	Company shall provide audited/unaudited financial statements beginning from the year ended _______________. 

	Voting:

	Each Share will be entitled to one vote. 



	Vesting 
Provisions
on
Founders
Shares
	The Founders’ shares, i.e. those issued for no or nominal consideration will vest over time. 50% of the shares will vest linearly over a period of 4 years. The remaining 50% will vest at the time that the Company is sold or when a liquidity event is achieved for the Investors. If the Founders cease their employment, all unvested shares will be forfeited. [somewhat negotiable, based on stage of development of Company, number of founders, cap table structure – see Note 2]

	Dividend: 
	No provision has been made for the payment of any dividend for the foreseeable future. 

	Use of Proceeds:
	Proceeds from this investment will be used for (state uses) and for general corporate purposes. 

	Information Rights:
	WUTIF will be entitled to receive monthly financial reports (see sample) from the Company, press releases and monthly management updates (financial summary and progress against milestones) and to participate at Annual General Meetings.  Company will provide annual information returns as required under the VCC Act. (Suggest use of governance program, e.g. www.aprio.net). 

	Shareholders Agreement:
	If one exists, WUTIF will need to be added as a shareholder and the terms and conditions agreed to herein need to be included in the amended agreement with all parties agreeing thereto. If no agreement exists, WUTIF may require that one be prepared. 

	Breakup Fee:
	If, after signing this Terms Sheet, Company elects not to accept WUTIF’s investment under the terms herein, a payment of 20% of the Amount committed by WUTIF will become due and payable to WUTIF. This may be paid in shares at the Offering Price. There is no penalty if the offering is not completed due to the minimum investment not being achieved. (This is a no-shop clause)

	Syndication Fee:
	WUTIF Management Corp will be paid a syndication fee of 6% (payable 50/50 in cash/shares) or 5% (if paid in cash), at the Company’s option, on any investment made by other parties specifically brought in by WUTIF (This clause is optional and applicable only if WUTIF’s assistance in this regard has been requested by the Company. This is not a finder’s fee).

	Board Approvals:
	This Terms Sheet and the execution thereof is subject to approval by WUTIF’s Board of Directors and is subject to the satisfactory completion of due diligence by WUTIF which will be concluded within 14 days of the date hereof. With respect to due diligence, the Company will complete an on-line “business assessment” as provided by WUTIF.

	Time Limitation:
	This Terms Sheet remains valid for  ____ days from the date hereof after which date it will expire and there will be no further obligations on either party.

	Expenses:
	Company will pay WUTIF’s expenses (legal, accounting, due diligence, incidentals, etc) associated with this financing, calculated at 2% of WUTIF’s total investment, regardless of WUTIF’s actual expenses. This will be paid within 30 days of closing the investment.

	Salary Caps:
	Principals in company agree to limit salaries to be paid to principals (as per shareholders agreement) to ___________/yr until the company is cash-flow positive.

	Stock Options:
	The Company will not grant any stock options or shares to employees other than those allocated in the Capitalization Table without the approval of a majority of the investors on this round. The Company will grant shares (subject to vesting where appropriate) rather than use options wherever possible.

	Management:
	WUTIF may require that Company engage management services provided by or recommended by WUTIF (to be determined).

	Confidentiality:
	Mutual non-disclosure and confidentiality covenants apply to this Terms Sheet.

	Binding Obligations:  
	The terms and conditions herein are binding upon the parties hereto.
[Could state which terms are or are not binding. Note – it’s still up to board approvals by the parties hereto.]


Agreed to this __ day of ______,20__:

By the Company and by WUTIF:

____________________________

____________________________

Company




WUTIF Capital (VCC) Inc

Address




7300-515 W Hastings St

And agreed to by the principals/founders of the Company:



_____________________


____________________________

(Name)




(Name)

ATTACHMENTS:

(Must include the following)

1.Capitalization Table (proforma)

2.Company’s Subscription Agreement 

Note 1: re Investment Eligibility under the SBVCA: Under Section 13, all VCCs and persons associated with VCCs can not collectively hold more than 50% of the shares in the ESB. And under Section 14, if a major shareholder in the ESB (holding >10%) is also a participant in the VCC, then the ESB is ineligible for an investment from the VCC. The ESB must make the necessary representation in this regard before an investment can be considered.

Note 2: The purpose of vesting is to ensure that founder(s) shares are earned – both by contributing over time as well as ensuring that investors will ultimately be able to exit and cash in. The idea behind forfeiting shares is not to penalize the founder(s) but to be able to make the forfeited shares available to new management (under similar terms) to carry on with the task.
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