________________________
Equity Term Sheet

The intent of this term sheet (“Term Sheet”) is to describe certain key terms of an equity investment in _____________________, PBC, a Delaware Public Benefit Corporation (“Company”).  This Term Sheet is not intended to be a binding agreement between the potential investor and the Company.  

	Securities Offered:
	Preferred Stock

	Purchase Price:
	$1 per share (“Original Issue Price”); raising up to $__________ based on a $__________ pre-money valuation

	Preferred Dividends:
	Preferred Shareholders shall receive annual non-cumulative dividends, when, as, and if declared by the Board, out of any funds and assets of the Company legally available therefor.  
Following the end of each fiscal year, the Board shall determine whether it is advisable to pay a Preferred Dividend.

To the extent a Preferred Dividend is paid, it shall be calculated with reference to the Original Issue Price (as adjusted for any future stock dividends, combinations, splits, recapitalizations, and the like).

For each fiscal year, the target Preferred Dividend (“Target Dividend”) shall be six percent (6%) of the Original Issue Price (as adjusted for any future stock dividends, combinations, splits, recapitalizations, and the like) (prorated for any partial year of ownership).

If the Board declares a Preferred Dividend equal to the Target Dividend, it shall conduct the following calculation:

Company Net Revenues for the previous fiscal year minus total Preferred Dividends declared for the previous fiscal year.  
This amount shall be referred to as “Post Dividend Net.”  

If the Post Dividend Net exceeds $100,000, the Board shall, to the extent it may legally do so, declare an additional Preferred Dividend equal to each investor’s pro rata share of the following amount:

Post Dividend Net minus $100,000 multiplied by 20%.

This additional Preferred Dividend shall be referred to as the “Excess Dividend.”
For each fiscal year, unless each Preferred Shareholder receives the Target Dividend plus the Excess Dividend (to the extent they are entitled to receive it), no dividend shall be paid or declared on any Common Stock.
In any year in which the Preferred Shareholders receive the Target Dividend plus the Excess Dividend and the Common Shareholders receive a per share dividend equal to that received by the Preferred Shareholders, Preferred Shareholders shall fully participate in any additional dividends paid to the Common Shareholders on a per share basis.

	Redemption by Shareholder:
	Following the second anniversary of the issuance of any share of Preferred Stock, the holder of such share may request redemption of such share at a per share price equal to (a) if such request is made prior to the third anniversary of the issuance of such share, 70 percent of the Original Issue Price; (b) if such request is made after the third but prior to the fourth anniversary of the issuance of such share, 80 percent of the Original Issue Price; (c) if such request is made after the fourth but prior to the fifth anniversary of the issuance of such share, 90 percent of the Original Issue Price; and (d) if such request is made after the fifth anniversary of the issuance of such share, 100 percent of the Original Issue Price.

If the Board determines that a requested redemption may violate applicable law or impair the Company’s ability to operate effectively, the Board may limit, postpone, or refuse the redemption. Redemptions may be paid in the form of cash or promissory notes. 
A redemption may not be made unless, immediately following such redemption, the Company shall have an outstanding class of Common Stock that is not subject to redemption.

	Redemption by Company:
	The Company reserves the right to redeem any or all, or any portion of, Preferred Stock at any time.  The per share redemption price shall be calculated as follows:

1. Divide the number of days since the share was issued by 365 

2. Multiply the result from #1 by 15%

3. Add 1 to the result from #2

4. Multiply the result from #3 by the Original Issue Price

5. Subtract from the result from #4 the total amount of cash dividends paid on the share since it was issued.
Notwithstanding the foregoing, the Company shall not exercise its redemption right within 90 days of the sale of the Company.

	Liquidation preference (in the case of dissolution or sale):
	After repayment of indebtedness and allowance for any reserves which are reasonably necessary for contingent or unforeseen liabilities or obligations of the Company, liquidation proceeds shall be paid as follows:
· first, to the holders of Preferred Stock, in an amount per share equal to the Original Issue Price (subject to adjustment for any stock split or combination or other similar event) plus the amount of any declared but unpaid dividends thereon;

· second, to the holders of Common Stock, in an amount per share equal to the Original Issue Price for the Preferred Stock (subject to adjustment for any stock split or combination or other similar event) plus the amount of any declared but unpaid dividends thereon; and 

· third, to the holders of Preferred Stock and Common Stock, pro rata on an as-converted to Common Stock basis.

Any merger or consolidation involving the Company (unless stockholders of the Company own a majority of the voting power of the surviving or acquiring entity) or any sale, lease, transfer, exclusive license or other disposition of all or substantially all of the assets of the Company will be considered a liquidation triggering payment of the foregoing amounts.

	Conversion:
	Shares of Preferred Stock will be convertible into shares of Common Stock only if (a) requested by the holder of such shares of Preferred Stock and (b) approved in writing by the Company in its sole discretion.

The conversion ratio shall initially be 1:1. The conversion ratio shall be appropriately adjusted in the case of any stock split or combination or other similar event.  In addition, subject to customary exceptions, the conversion ratio shall be adjusted, on a broad-based weighted average basis, if the Company issues additional securities at a purchase price less than the then-current conversion price.

	Voting rights:
	The Preferred Shareholders shall have no voting rights.  

	Information rights:
	The Company will deliver to the Preferred Shareholders un-audited annual financial statements no later than 90 days following the close of the fiscal year.


