
STANDARD TERMS REQUIRED BY ENTERPRISE IRELAND 

IN RESPECT OF CONVERTIBLE LOAN NOTE (“CLN”) INVESTMENT (PRE-SEED) 

Investment Documentation:       

Loan Note Instrument and Investment Agreement between EI and the Company. 
The Investment may take the form of multiple tranches each of which will have certain conditions to be fulfilled prior to drawdown.
 Parties to the Investment Agreement:


· EI

· the Company;

· all existing shareholders of the Company (the “Shareholders”);

· promoter vehicles (where key shareholders control the Company through corporate vehicles).
Expenditure/Validation:

The Company must use the proceeds of the Investment to implement the business plan provided to EI in the Company’s application for funding. The Company is required to provide certain covenants in relation to expenditure. EI will carry out a review process after 12 months to ascertain whether the investment was used for the correct purposes.
CLN Rights:

Interest: 3% per annum which accrues annually in arrears and is paid on redemption or conversion. EI may also elect to have the interest converted. 
Redemption (Maturity):  Repayable on demand by Enterprise Ireland at any time following the fifth anniversary of issue. The Company can also repay on or after the fifth anniversary of issue, with at least 3 months’ written notice and evidence that it has the funds to repay.
Redemption (Trigger Events): the CLN is repayable early at EI’s discretion if certain trigger events occur (such as a winding-up, etc). 
Conversion: 
Convertible at EI's discretion in whole or in part and from time to time on:
· A qualifying investment of at least €250,000 (into the security issued, at the lowest price per share/convertible instrument at a 20% discount). 
· A listing (into the security to be admitted, at the listing price less 20% discount).
· Maturity (into ordinary shares at a 20% discount to a valuation agreed between the Company and EI or otherwise by an independent third party).
· If EI can convert pursuant to more than one scenario at any given time, it is at EI’s sole discretion as to which conversion right it converts the relevant CLN under.

Uplift: if there is an asset sale or a share sale, any CLN’s remaining are to be redeemed at the usual amount but with an additional premium equal to the lesser of (i) a further amount equal to the Investment or (ii) an amount equal to the value of 10% of the issued equity share capital of the Company on the date of sale.
Warranties:
The Company and the promoters will provide standard corporate and business warranties to EI, subject to customary limitations.

EI Rights and Protections:

EI shall have the following rights/protections in relation to the Company:
Information: 
EI shall be entitled to receive certain information to determine if a qualifying investment has occurred.
EI shall be entitled to receive quarterly management accounts within three months of quarter end and annual financial statements within six months of financial year end. EI has the right to access the premises of the Company and to consult with third parties in order to establish whether the Company has used the proceeds of the Investment for the correct purposes. EI is also entitled to certain additional information for the purpose of surveys. 
IP Covenants:  The Company and the Shareholders are required to provide certain confirmations in relation to intellectual property ownership.

Future Participation Right:  EI shall have the right to invest up to €500,000 for the shares or securities to be issued on a qualifying investment. 
Restrictions on key shareholders/promoters: The key shareholders/promoters are prohibited from transferring or encumbering their shares without EI’s consent.
Unapproved Activity:  The Company cannot carry on an unapproved activity, which means goods or services of a pornographic nature, supplying a service which includes “a lottery” or “Gaming” as defined in the Gaming and Lotteries Act 1956, supplying goods or services of a primarily military relevance or engaging in any activity that is in breach of the Control of Exports Act 2008.

Consent Rights:  The Company cannot undertake any of the following actions without the consent of EI:

· ceasing to be involved in the production of products or the provision of services as specified in the Schedule to the Industrial Development (Services Industries) Order 2010

· encumbering any of its assets other than in the ordinary course of business
· Disposal of the assets of the Company.
Non-compatible clauses:


EI cannot be subject to any powers of attorney, indemnities or private confidentiality obligations. EI cannot be required to give anything other than title/capacity warranties in the event of an asset sale, share sale or a listing.

Conflicts:
The investment agreement will prevail over any other agreement and the constitution in the event of conflict.

Conditions precedent:
Completion of the Investment shall be subject to the following conditions:
· at least €5,000 investment (per tranche) in the Company (terms of which are to be agreed by Enterprise Ireland in advance).
· the Company providing evidence that the Company has a valid eTax certificate
· all necessary, authorisations, waivers and consents having been obtained by the Company including waivers of pre-emption rights
· such other conditions as EI may in its sole discretion decide (e.g., assignment of IP to the Company, etc)
Completion deliverables:
· the Company’s solicitors providing a solicitor’s certificate
· a loan note certificate.
Director/Shareholder Loans:

Shall not be repaid prior to the conversion or repayment of the CLN.
Non-Binding:
The provisions of this Term Sheet are non-binding. 

