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Subscription Term Sheet 

These heads of terms set out the principal terms and conditions on and subject to which the 

Investor(s) as described below, [is/are] willing to subscribe for shares in the Company. It is 

more than likely that a business plan will have been produced by the Company that the 

Investor(s) will be basing any investment business decision on. 

These heads of terms are not intended to be exhaustive and are not intended to be legally 

binding except as specifically stated below. 

Date <<Date of Term Sheet>> 

Company Name & 
Registered Office 

<<Name of the Company & its Registered Address>> 

Founder(s) <<Name of the Company Founder(s)>> 

Investor(s) <<Name of the Proposed Investor(s)>> 

Type of Subscription Newly issued ordinary shares.1 

Amount of 
Subscription 

Up to <<£>>, amounting to no less than << >>%2 of the Company’s 
ordinary share capital on a fully diluted basis. The current 
capitalisation of the Company is set out in Part 1 of Appendix 1 to 
this Term Sheet. The capitalisation of the Company post proposed 
funding is set out in Part 2 of Appendix 1. 

Timing of Investment The investment will be made in full by <<insert date>> in cash. 

Purpose <<State the purpose for which the subscription is being made>> 

Enterprise 
Investment Scheme 

 The Company will seek to qualify the investment under the 
Enterprise Investment Scheme. 

 The Company will not do anything in running the business 
that may jeopardise or put at risk the EIS relief. 

Conditions to 
Investment 

The investment is conditional on the following satisfactory 
commercial investigations: 

 due diligence, including [<<legal, financial, tax etc.>>]; 

 references from customers and trading partners;  

 anti-money laundering checks; and 

 entering into a legally binding Subscription Agreement to 
include customary covenants, representations and 
warranties. 

Important 
Decisions/Minority 
Protections 

Certain important decisions of the Company shall require the 
consent of the Investor(s), including amongst other things to: 

 alter the Articles; 

 pass any resolution to wind up the Company; 

 alter the rights of the Ordinary Shares; 

 allot any shares beyond those anticipated by this 
subscription; 

 create any new class of shares; 

 create any share options, including employee share options; 

 sell any shares; 

 encumber any of the Company’s assets; 

 lend any monies or guarantee any indebtedness of any third 
party; 

 change the number of directors; 

                                                           
1 It is assumed that the company only has ordinary shares in issue and that there are no shares under option, such as employee share 

options. Enterprise Investment Scheme tax relief eligibility requires that the shares must be newly issued full risk ordinary shares. 

2
 The investor(s) will need to agree a valuation with the company prior to the investment in order to determine a price per share and 

therefore what percentage shareholding the particular investment in the company is worth. 
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 amend the constitutional documents; and 

 effect any material change to the nature of the business plan. 

Terms of 
Subscription 

Usual representations and warranties, including: 

 due incorporation; 

 power and authority; 

 ownership of assets [(including IP rights)]; 

 authorisations; 

 no misleading information; 

 business plan; 

 financial statements; and 

 no litigation 

Pre-Emption All shareholders to have a pro rata right, but not an obligation to 
participate in subsequent financings of the Company. Any shares not 
subscribed for may be reallocated among the other shareholders. 

Share Transfer Investor(s) may transfer their Shares (any or all) to any person other 
than an existing Investor, at any time. 

Drag along In the event that the holders of a majority of the Ordinary Shares 
wish to accept an offer to sell all of their shares to a third party, then 
subject to the approval of the Investor(s), all other shareholders shall 
be required to sell their shares or to consent to the transaction on the 
same terms and conditions. 

Founder 
Undertakings 

The Founder(s) agree(s) to devote his/her/their entire business time 
and attention to the Company and to not undertake additional 
activities without the consent of the Investor(s).  

Board of Directors The Company shall have a maximum of << >> directors. The 
Investor(s) may appoint an investor director of their choosing. 

Information and 
Management Rights 

The Investor(s) shall receive [weekly/monthly/quarterly] reporting 
and monthly financial information. 

Expenses Each party shall pay their own legal and other fees and expenses 
involved with this proposed investment. 

Exclusivity In consideration of the Investor(s) committing time and expense to 
put in place this financing, the Company and Founder(s) agree(s) not 
to discuss, negotiate or accept any proposals regarding the sale or 
other disposition of debt or equity securities, or a sale of material 
assets of the Company for <<30>> days from the date of the 
Company’s signature below. 

Confidentiality The Investor(s) and Founder(s) agree to treat this term sheet 
confidentially. 

Non-binding effect This summary of terms is not intended to be legally binding, with the 
exception of this paragraph and the paragraphs entitled Expenses, 
Exclusivity and Confidentiality, which are binding upon the parties 
hereto and shall be governed and construed in accordance with the 
laws of England and Wales. 

 

Acknowledged and agreed: 

Investor 1 

By:       

Print Name:     

 

Title: 
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Date:       

 

Investor 2 

By:       

Print Name:     

 

Title:       

 

Date:      

 

FOUNDER 1 

By:       

Print Name:     

 

Date:       

 

FOUNDER 2  

By:       

Print Name:     

 

Date: 

 

FOUNDER 3  

By:       

Print Name:     

 

Date:    
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                                                                 Appendix 1 

Capitalisation Table 

 

Part 1 

Shareholder Class of Shares No. of Shares. Ownership (%) 

[FOUNDER 1] [Ordinary Shares] • •% 

[FOUNDER 2] [Ordinary Shares] • •% 

[FOUNDER 3] [Ordinary Shares] • •% 

Total  • 100% 

 

Part 2 

Shareholder Class of Shares No. of Shares. Ownership (%) 

[FOUNDER 1] [Ordinary Shares] • •% 

[FOUNDER 2] [Ordinary Shares] • •% 

[FOUNDER 3] [Ordinary Shares] • •% 

[Investor 1] [Ordinary Shares] • •% 

[Investor 2] [Ordinary Shares] • •% 

Total  • 100% 
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