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Founders Agreement
Note: The Founders Agreement is a complex and important agreement which can have serious implications for the founders and the company's ability to grow and succeed. This template is offered as-is and does not constitute legal advice. We strongly recommend that you consult with a lawyer before entering into a founders agreement.

Note: Bracketed and yellow-highlighted text/numbers are variable which you can change. Such variable could be numbers, percentages, or places.

We first need to find out whether the Company has been incorporated.
Option 1 – Company has been incorporated: 

This Founders Agreement (this "Agreement") is entered into as of [______] (the "Effective Date"), by and among [______] Ltd., a company organized under the laws of the State of Israel, with Company No. [______] (the "Company"), [______] ID #[______] residing at [______] ("[______]"), and [______] ID #[______] residing at [______] ("[______]") (Founder 1 and Founder 2 collectively, the "Founders").

Option 2 – Company has not yet been incorporated: 

This Founders Agreement (this "Agreement") is entered into as of [______] (the "Effective Date"), by and among [______] ID #[______] residing at [______] ("[______]"), and [______] ID #[______] residing at [______] ("[______]") (Founder 1 and Founder 2 collectively, the "Founders").

Preamble

Option 1 – Company has been incorporated: 

The Founders have established the Company as a limited liability company under the laws of the State of Israel. The Founders desire to set forth in writing certain agreements reached by them with respect to their holdings in the Company, management of the Company, and additional aspects of the Founders' relations.

Option 2 – Company has not yet been incorporated: 

The Founders wish to cooperate and establish a limited liability company under the laws of the State of Israel (the "Company"). The Founders desire to set forth in writing certain agreements reached by them with respect to their holdings in the Company, management of the Company, and additional aspects of the Founders' relations.

Now, therefore, in consideration of their mutual and respective undertakings and covenants herein contained, the parties hereto hereby agree as follows:

1. Representations
Each of the Founders represents and warrants, severally and not jointly, that there are no legal or other impediments preventing such Founder from entering into this Agreement and performing all of his obligations set forth herein.

If Company has not yet been incorporated, add: (nothing added if already incorporated)
1.1. Promptly following the execution of this Agreement, the Founders will cooperate in good faith to establish and register a limited liability company in a jurisdiction of choice, under the name of [_________] Ltd., or any other name mutually agreed upon between the Founders and approved by the applicable authority.

1.2. Promptly following the execution of this Agreement, the Founders will sign any and all forms and documents required for the establishment of the Company on the terms contemplated in this Agreement.

2. Articles of Association
The Articles of Association of the Company (the "Articles") shall be completed by the provisions of this Agreement. If any conflict is found between this Agreement and the Articles, then the provisions of this Agreement will prevail and supersede, and the conflicting provision in the Articles shall be of no effect in the context of the Founders' mutual relations.

3. Share Capital and Holdings
3.1. Share Capital. Subject to the provisions of this Agreement, each share of the Company entitles its owner to receive notices of, and to attend, general meetings of the shareholders, and to one vote in any vote at the general meeting of shareholders of the Company; and to receive its part of any declared dividend paid by the Company, or of the Company's remaining assets in the event of winding up or liquidation of the Company (in each case, proportionally to the number of shares outstanding).

3.2. Holdings. The initial issued and outstanding share capital of the Company shall be as follows:

If the company has not yet been incorporated, the default share capital should be set at 1,000,000 shares (but you should be able to change it if necessary). If it has already been incorporated, add the total share capital and how many shares each Founder should hold.
Sometimes someone who is not a founder will also be getting shares upon incorporation, so you can add in a new person on the list of shareholders (even though such person doesn't appear anywhere else in the Founders Agreement) 
	Shareholder

	Issued Shares

	Founder 1
	500,000

	Founder 2
	400,000

	John Doe
	100,000

	Total
	1,000,000


Are the Founders shares subject to the Right of Repurchase? All Founders?
3.3. Right of Purchase. The holdings of each of the Founders are subject to the provisions of Schedule 3.3.

4. Corporate Organs and Management
4.1. Shareholders Meetings. 

4.1.1. Option 1: This is the default option, where over 50% consent of shareholders is necessary to make decisions on the level of shareholders.
Any resolutions of the shareholders of the Company shall require the affirmative consent of shareholders holding a majority of the issued share capital of the Company or more, which must include the majority in interest of the shares held by the Founders.

Option 2: A simple majority is the default under the Israeli Companies Law, however, you can change this default (to Option 1) because a simple majority can give a disproportionate amount of power to minor, non-Founder shareholders. It can be used, however, in the event that a large portion of the Company is held by non-Founders and a simple majority may make more sense.
Any resolutions of the shareholders of the Company shall require the affirmative consent of Shareholders holding a majority of the issued share capital of the Company. 

4.1.2. Are there any decisions that would require the approval of certain Founders (veto rights)? If so, which Founders? 
One of the resolutions of the shareholders that Founders often like to have approved unanimously, is a "bad Exit Event" (IPO, sale of the company (shares, activities) etc.) in the near future. For example, the Founders' unanimous approval will be required to approve an Exit Event occurring within 12 months from the Company's incorporation and for proceeds equal to less than USD 1,500,000. You change the time period and amount.
Notwithstanding the foregoing, resolutions of the shareholders of the Company regarding the following actions, shall require the approval each of the Founders: 
4.1.3.  (i) transactions between the Company and a Founder or an affiliate thereof, which are not already covered in the budget approved by the Board from time to time; (ii) the dissolution, liquidation of or cessation of business by the Company, provided that a Founder voting against in favor of such action agrees to assume all of the Company's outstanding liabilities at such time, which may be payable by the Founders going forward; and (iii) a public offering of the Company’s shares ("IPO"), or a sale, spin-off, transfer or other disposition, directly or indirectly, of all or significant portion of the business, assets or securities of the Company, whether by way of a merger, consolidation or other similar transaction, tender or exchange offer, negotiated purchase or leveraged buyout within 12 (twelve) months from the Company's incorporation for proceeds equal to less than USD 1,500,000. 
There is an option (often in cases where Founder shareholdings are not equal), to include the requirement that all Founders approve a "bad financing", i.e., a financing that would have the effect of diluting their holdings by a certain percentage for proceeds that do not justify such dilution (typically "low proceeds" are proceeds that are insufficient for a year of work)  (iv) the issuance of new securities by the Company in an equity financing in amount exceeding USD [________] in which such issuance has the effect of diluting a Founder's holdings in the Company by [__]% ([_____] percent).
4.2. Board of Directors.
How many seats will there be on the Board of Directors?

The Board of Directors of the Company (the "Board") shall consist of [3 (three)] directors.
Who has the right to appoint directors to the Board? Are there any thresholds or limitations on the right to appoint? Is anyone initially appointed to the Board? Examples:  

· Each Founder has the right to appoint one member of the Board.
· Each Founder has the right to appoint one member of the Board,[provided that such appointing Founder holds shares in the Company equal to at least 5% (five percent) of the share capital of the Company] [ and is actively involved in the Company's business activities].[Each Founder shall initially appoint him/herself as a director.].[Founder 1 shall initially appoint him/herself as a director.]
· The members of the Board shall be appointed, removed and replaced as follows: one (1) director shall be appointed, removed, and replaced by Founder 1[(initially appointing himself)]; one (1) director shall be appointed, removed, and replaced by Founder 2[(initially appointing himself)]; and one (1) director shall be appointed, removed and replaced by the majority of the Founders. 

· The members of the Board shall be appointed, removed and replaced as follows: one (1) director shall be appointed, removed, and replaced by Founder 1[(initially appointing himself)]; one (1) director shall be appointed, removed, and replaced by Founder 2[(initially appointing himself)]; and one (1) director shall be appointed, by the majority of the Founders. [Without derogating from the foregoing, each Founder shall also have the authority to remove the third director, for any reason, without seeking the approval of the other Founders.]
5. Rights and Obligations Applying to the Founders' Holdings in the Company
5.1. Preemptive Rights.

The Israeli Companies Law contains a default Preemptive Right unless such right is cancelled by agreement. This default Preemptive Right means that every shareholder in the Company has a right to purchase any offered securities up to such shareholders pro rata holdings in the Company. Often Founders choose to cancel this default right and leave the matter of Preemptive Rights as a point of negotiation with future investors.
Option 1 (Default, right is cancelled):

Preemptive Rights. Section 290(a) of the Companies Law (1999) shall not apply to the Company's shareholders and no shareholder shall be entitled to preemptive rights with respect to the issuance of new securities by the Company. 

Option 2 (Founders wish to implement preemptive rights. The default in the law can be added upon by inserting a threshold of holdings under which shareholders do not have a preemptive right):


Preemptive Rights. Until the closing of an initial public offering of shares of the Company (an "IPO") if at any time the Company proposes to issue and sell New Securities (as defined below), each of the Founders, so long as he holds at least [5]% ([five] percent) of the issued share capital of the company (an "Eligible Founder" hereinafter referred to as the "Offerees"), shall have the right to purchase New Securities subject to and in accordance with the following terms and conditions:

5.1.1. "New Securities" shall mean any securities of the Company, whether or not now authorized, and rights, options or warrants to purchase such shares, and securities of any type whatsoever that are, or may become, convertible into shares of the Company; provided that the term "New Securities" shall not include: (i) securities of the Company issued to employees, consultants or directors of the Company pursuant to an approved incentive plan or arrangement, or to any service provider of the Company ("ESOP Grants"), (ii) bonus shares issued to all of the shareholders of the Company, on a pro rata basis, or (iii) securities issued as part of a public offering of securities of the Company.

5.1.2. In the event the Company undertakes an issuance of New Securities, it shall give each Offeree written notice thereof, which notice shall be given prior to such issuance, describing the type of New Securities and the price and the terms upon which the Company proposes to issue the same, and offering such Offeree to purchase such number of New Securities equal to the Offeree's proportionate holding of securities of the Company (based on the issued and outstanding capital stock of the Company) immediately prior to such issuance, for the price and upon the same terms specified in such notice. Such Offeree shall have 10 (ten) business days (as defined in the jurisdiction of incorporation of the Company) from the date of such notice to accept such offer, in whole or in part, by written notice to the Company, and may also elect to accept such offer with respect to any portion of New Securities offered to another Offeree but which such other Offeree does not elect to acquire.

5.1.3. In the event that the Offerees fail to accept such offer as to all of the New Securities offered by the Company, the Company shall have the right within [ninety] ([90]) days thereafter to sell or enter into an agreement (pursuant to which the sale of New Securities covered thereby shall be closed, if at all, within [sixty] ([60]) days from the date of said agreement) to sell the New Securities as to which such offer was not accepted, at terms and conditions not more favorable than those offered to the Offerees. In the event that the Company has not sold or entered into an agreement to sell such New Securities within the periods specified above, the Company shall not thereafter issue or sell such New Securities without first complying again with the procedure set forth in this Section.
In any event, regardless of preemptive cancellation, continue here:
5.2. Conditions and Restrictions on Transfer. Any transfer, sale, assignment, pledge, or other disposition of any securities of the Company or grant any rights therein or thereto (collectively, "Transfer") is subject to the approval of the Board, and no shareholder may Transfer any securities of the Company to any person or entity without the explicit prior approval in writing of the Board. Without derogating from the generality of the aforesaid, the Board shall not approve the registration of any Transfer of securities in case of non-compliance with any provisions applying to the sale or transfer of securities. The Company shall not (a) transfer on its books any securities which shall have been sold or Transferred in violation of any of the provisions set forth in this Agreement or (b) treat as owner of such securities or accord the right to vote as owner or pay any dividends to any transferee to whom such securities shall have been Transferred in violation of any of the provisions set forth in this Agreement. If so required by the Board, no Transfer of securities shall occur unless the transferee executes a written agreement, in form and substance satisfactory to the Board, to assume all of the duties and obligations of the transferor with respect to such securities under the Articles and under this Agreement and it is further agreed, that unless the Board agrees otherwise, for as long as this Agreement is in effect, transferees will be obligated to execute an irrevocable power of attorney to the CEO of the Company with respect to the shares Transferred to them, authorizing the CEO to vote such shares in the same manner as the other shares of the Company are voted (proportionately divided among positive, negative and abstaining votes), such that such Transferred shares shall have no effective voting power in the Company.

5.3. Right of First Refusal. When a shareholder wants to sell his shares to a third party, do the founders have the right to purchase the shares being sold before they are offered to the third party? 
Until the closing of an IPO, in the event that any shareholder of the Company (the "Offeror") desires to Transfer any of its securities in the Company (the "Offered Securities") to any person or entity, except to a Permitted Transferee thereof (as defined below) (the "Buyer"), all Founders shall have a right of first refusal with respect to the Offered Securities and the Offeror shall first offer the Offered Securities to all Founders, as follows: (a) The Offeror shall give the Founders a written notice regarding the proposed Transfer of the Offered Securities (the "Offer Notice"). The Offer Notice shall include all of the material details specified in the Buyer's offer and the Buyer's identity. (b) In the event any of the Founders desires to purchase any of the Offered Securities on the terms and conditions offered by the Buyer, it shall give the Offeror and the Company an unconditional written notice regarding his wish within [10] ([ten]) business days of accepting the Offer Notice as provided above (the "Acceptance Notice"). The Acceptance Notice shall create a binding agreement between the Offeror and the Founder for the sale of the Offered Securities to the Founder. In the event that more than one Founder gave an Acceptance Notice, the responding Founders shall have the right to purchase the Offered Securities on a pro rata basis on the basis of their holdings of the issued and outstanding share capital of the Company. (c) In the event that the Founders do not give Acceptance Notice in respect of all Offered Securities, then during a period of time of [45] ([forty five]) days from the end of the period of time during which the Acceptance Notices could be given, the Offeror shall be entitled to Transfer all (and not less than all) of the Offered Securities to the Buyer on terms and conditions which must be not more favorable to the Buyer than those stated in the Offer Notice.
A "Permitted Transferee" of any shareholder shall mean a (i) transferee by operation of law; (ii) a spouse or child of such shareholder; (iii) corporate entity wholly owned by such shareholder; or (iv) a trustee for the benefit of such shareholder.
5.4. Should the Founders shares be subject to a no-sale provision? If so, for how long (standard range is 2-3 years).

Option to add note:
No-Sale. For a period of [3 (three)] years from the date of incorporation of the Company, no Founder shall be entitled to Transfer, except that each Founder may Transfer shares to and among any Permitted Transferee of such Founder. .

5.5. Co-Sale. When a founder wants to sell his shares to a third party, and the other founders refused the ROFR above, do they get a chance to participate in the sale of the shares together with the selling founder (i.e. reduce his portion of the sold shares)? Until the closing of an IPO, in the event of any Transfer by any Founder, except to a Permitted Transferees thereof, the Founder proposing to make the Transfer (the "Transferor") shall promptly notify all Founders in writing describing in such notification the identity of the proposed transferee, the number and type of securities being Transferred and the terms of the proposed Transfer (the "Notice"). Upon receipt of the Notice, each Founder shall have the option, exercisable by written notice to the Transferor, within 10 (ten) business days after receipt of the Notice, to require the Transferor to provide as part of its proposed Transfer that Founders be given the right to participate in the Transfer and to Transfer up to such amount of securities in the Company owned by the Founder determined by multiplying the total number of securities being Transferred times a fraction, the numerator of which is the number of issued and outstanding shares held by such Founder and the denominator of which is the total number of issued and outstanding shares held by all Founders before the Transfer takes place (the "Co-Sale Participating Securities"); by including the Co-Sale Participating Securities held by the Founder with the securities being Transferred to any proposed purchaser thereof. The Transfer by any Founder in accordance with this Section shall be on the same terms and conditions under which the securities of the Transferor are being Transferred. In the event that an Founder chooses to exercise its rights hereunder ("Exercising Founder"), the Transferor must reduce the number of securities it desires to Transfer from the total amount of securities to be purchased by the proposed transferee and the Founder will contribute all of its Co-Sale Participating Shares and the Transferor will contribute the remaining number of securities up to the total number of securities to be purchased by the proposed transferee.
6. Management of the Company; Involvement
6.1. Signatory Rights. From time to time the Board shall adopt signatory rights pursuant to which all activities of the Company shall be conducted. 
Would you like to define signature rights as part of the Founders Agreement? (Note that this can be done at a later stage).
If you do want to include signatory rights, 

The signature of [Founder 1], [or Founder 2], [each] together with the stamped or printed name of the Company, shall bind the Company with respect to commitments less than the equivalent of [US$_____][NIS ______]. [The joint signatures of any [__] of [Founder 1], [Founder 2], and/or [Founder 3], together with the stamped or printed name of the Company, shall bind the Company with respect to any amount.]
6.2. Bookkeeping and Records. The Company shall keep books and conduct accounting in accordance with the provisions of any law. The Company's books, as well as letters, documents and any papers related to the Company and pertaining to its affairs shall be kept at the principal place of business of the Company, and any of the Founders shall be able to examine and copy them at any time, so long as such Founder holds shares in the Company equal to at least [5]% ([five] percent) of the share capital of the Company and is actively involved in the Company's business activities. The aforesaid provisions do not derogate from any shareholder's rights under applicable law.

6.3. Involvement. The Founders agree and undertake to cooperate in good faith in the incorporation of the Company and the development of its business. Each of the Founders represents and warrants, severally and not jointly, that all intellectual property developed by such Founder and relating to the business activities of the Company shall be the sole property of the Company. Each shareholder involved in any manner in the operations and activities of the Company has at all times, and shall at all times, act faithfully and for the full benefit and advantage of the Company, in a fiduciary manner and in furtherance of the Company's best interests. Unless specifically authorized under any contract or agreement with the Company, no Founder may make any representations or make any commitments on behalf of the Company.
6.4. Specific Positions. Specifically and without derogating from the aforesaid, so long as required by the Company, each of the Founders referred to herein below agrees and undertakes as follows: 
Please add the specific offices/positions to be held by each of the Founders.
6.4.1. Founder 1: [______________________]
6.4.2. Founder 2: [______________________]

You can include a requirement for Founders to dedicate their time to the Company in the Founders Agreement (full time or a lesser time commitment)
Option 1: not to include any time commitment.
Option 2: Part time commitment

The Founders shall dedicate their business time to the Company, as needed from time to time by the Company.
Option 3: Specific part time commitment

The Founders shall dedicate [__%] of their business time to the Company, as needed from time to time by the Company.
Option 4: Full time commitment

The Founders shall dedicate their full business time to the Company.

Option 5: Specific full time commitment:

Each of the Founders shall dedicate at least [40] ([forty]) hours per week to the Company, initially as founders promoting the Company's operations and at a later stage once the Company shall raise initial funding, as full time employees or consultants of the Company, under terms and conditions to be agreed upon. The Founders acknowledge and agree that until such time when the Company shall have raised initial funding for its operations each of the Founders may be involved in other projects or ventures, but not as an employee of another business, and provided that such responsibilities will in no way conflict with the objectives and best interests of the Company and each of the Founders will make their services available as required so that the Company may realize its objectives.

7. Non Competition; Confidentiality; Proprietary Information
7.1. Non Competition. Each of the Founders agrees and undertakes that, so long as he is involved in the activities and operations of the Company, and for a period of [12] ([twelve]) months thereafter, the Founder shall not, directly or indirectly, as owner, partner, joint ventures, stockholder, employee, broker, agent, principal, corporate officer, director, licensor or in any other capacity whatever engage in, become financially interested in, be employed by, or have any connection with any business or venture that is engaged in any activities involving products, services or business activities similar to those produced or provided by the Company or its subsidiaries or affiliates. The aforesaid shall not be deemed to limit such Founder from passive shareholdings in publicly traded companies.

7.2. Confidentiality. Each of the Founders agrees and undertakes to keep in strict confidence and not to use for any other purpose whatsoever, any and all information relating, in any way, to the Company, whether oral or written, including without limitation information regarding to the fact of his engagement in this Agreement and the relationship hereunder, concepts, techniques, processes, methods, systems, designs, computer programs, formulas, development or experimental work, work in progress, inventions, cost data, marketing plans, product plans, business strategies, financial information, forecasts, personnel information and customer or supplier lists. Each Founder's undertakings hereunder shall continue for an unlimited period of time so long as any relevant information or materials still are proprietary or confidential information of the Company.

7.3. Assignment of IP. Each of the Founders hereby irrevocably transfers and assigns to the Company all rights, title and interest to any and all know-how, discoveries and inventions, whether or not patentable or registrable under patent, copyright, trademark or similar statutes, made, conceived or reduced to practice by such Founder which relates to the field of the Company. The provisions of this Section 7 shall survive termination or expiration of this Agreement for any reason. Each of the Founders hereby waives any and all claims and rights against the Company with respect to any rights, titles and interest in the intellectual property. Each Founder confirms that all actions and development taken and made (if at all) by him in connection with the intellectual property were taken and made, and are taken and made, on behalf of and for the benefit of the Company.
8. Miscellaneous
8.1. The Preamble and Schedules hereto constitute an integral part hereof. The headings of the Sections and of this Agreement are for convenience of reference only and are not to be considered in construing this Agreement.

8.2. This Agreement embodies the entire agreement between the Founders and supersedes all other agreements or understandings between the Founders in connection with the subject matter hereof.

8.3. This Agreement may not be terminated, modified, supplemented or rescinded except by a writing signed by each of the Founders.

8.4. None of the parties shall be entitled to assign, transfer, mortgage or otherwise dispose of any of its rights and/or obligations hereunder, in whole or in part, except in the same manner as it may transfer shares in the Company, to the extent that such transfer of shares is permitted, and in any case subject to any other specific arrangements and provisions set forth in this Agreement. Any assignment, transfer, mortgaging or other disposal not in compliance with the above shall be null and void.

8.5. In the event that any of the provisions of this Agreement shall be held by a court or other body of competent jurisdiction, to be unenforceable, the remaining portions of this Agreement shall remain in full force and effect, providing that in such event the parties agree to negotiate, in good faith, a substitute, enforceable provision which most nearly effects the parties' intent in entering into this Agreement.

8.6. The failure of the parties to insist upon strict performance of any of the terms and conditions hereto, or a delay in the exercising of any of its remedies shall not constitute a waiver of any rights to insist upon future strict performance or the right to exercise any or all of the remedies.

8.7. This Agreement shall be construed in accordance with, and governed in all respects by the internal laws of the State of Israel (without giving effect to the principles of conflicts of laws). In case of any dispute or conflict of interests arising hereunder, the Founders will try to solve any dispute in an amicable way.
In the event of a dispute do you want it to be settled by arbitration or in regular court? Advantages for arbitration are that it might be faster and more secret, whereas court is slower usually and becomes public. On the other hand, with court you know exactly the rules of the game and where it will be litigated.
Option of court:

Should the parties fail to resolve the dispute amicably, the jurisdiction over such dispute shall be granted exclusively to the competent courts of [Tel-Aviv Jaffa].
Option of arbitration:
Should the parties fail to resolve the dispute amicably, the dispute shall be finally settled by an arbitration to be held in [Tel Aviv, Israel], according to the provisions of the [Israeli Arbitration Law] by one arbitrator appointed in accordance with the said provisions, and the parties hereby confirm that the provisions of this Section shall serve as an arbitration agreement. 
8.8. All notices to be given pursuant to this Agreement shall be in writing, and shall be deemed to have been duly given if hand delivered to such party's designated representative, or mailed, postage prepaid, by registered mail, to the addresses set forth above, as shall be changed from time to time by a written notice pursuant hereto.

IN WITNESS WHEREOF the parties hereto have signed this Founders Agreement as of the date first above written:

	[Founder 1]

	
	[Founder 2]


No need to have a date by each signature.
Schedule 3.3

Committed Involvement

Need to ask: 

· Which founders are subject to reverse-vesting?

· What portion of founders' holdings are subject to reverse-vesting and possible repurchase?
· Commencement date: When does/did the vesting begin?
· How long should the full vesting period be?
Each of the Founders (each a "Committed Founder") [each of [Founder 1] and [Founder 2]] [is][are] committed to be involved in the activities of the Company for a minimal period of [36 (thirty six) months] from the Commencement Date set forth opposite such Committed Founder's name below, and a portion of each Committed Founder's holdings in the Company, as set forth opposite such Committed Founder's name below (the "Committed Founder's Holdings") are held on the assumption, understanding and agreement that for at least the Committed Term the Committed Founder will be fully devoted to the Company, thus acting as a full co-founder. Each Committed Founder agrees that his holdings are subject to the terms and conditions set forth herein below: Consider the period in which the shares reverse-vest. A 30-36 month vesting period is within the standard range.
	Founder
	Commencement Date
	Committed Founder's Holdings

	Founder 1
	[______]
	500,000

	Founder 2
	[______]
	500,000


Are all shares for all founders subject to reverse vesting? Or only a portion of each Founder's shares?
9. Right of Purchase. Each Committed Founder's Holdings shall be subject a right of purchase of the other Founders, subject to and in accordance with the terms and conditions set forth in this Schedule (the "Right of Purchase").

10. Lapse of the Right of Purchase. What is the vesting schedule? Is there a cliff? Is the vesting quarterly/monthly? 
10.1. Default option:

The Right of Purchase shall lapse with respect to the Committed Founder's Holdings in [12] equal quarterly installments, at the end of each three month period, until the end of the Committed Term, unless a Termination Event has occurred prior thereto. The number of quarterly installment should represent the number of quarters in the total vesting period, i.e. it should be the number of months divided by 3. The default above is 36 months with 12 installments, but if it were 30 months, it would be 10 installment.
Option for cliff:

The Right of Purchase shall lapse with respect to one-third (1/3) of each Committed Founder's Holdings following an initial twelve-(12) month period following the Commencement Date (the "Cliff Period"), and thereafter, with respect to the remaining two-thirds of each Committed Founder's Holdings, it shall lapse in eight (8) equal portions at the end of each three-month period, until the end of the Committed Term, unless a Termination Event has occurred prior thereto.
10.2. A "Termination Event" shall mean any event of termination of the Committed Founder's engagement with the Company by the Company by the Committed Founder, for any reason.
10.3. In the event that founder dies/becomes disabled, how many (if any) additional quarters vest?
Notwithstanding the foregoing, should such Termination Event occur due to the death or permanent disability of the Committed Founder (3 consecutive months of incapacity to be involved in the Company's business due to an illness or physical disability) such Committed Founder shall be eligible for the shares that had vested up to the relevant date of the Termination, in accordance with the vesting period schedule set forth in this Section 2 [and in addition to such shares, also to the shares that would have vested in the subsequent quarterly installment from such relevant date] [and in addition to such shares, also to the shares that would have vested in the 2 (two) subsequent quarterly installments from such relevant date].]
In the event that company terminates, how many (if any) additional quarters vest? 
10.4. Notwithstanding the foregoing, should such Termination Event occur due to the termination of the engagement by the Company such Committed Founder shall be eligible for the shares that had vested up to the relevant date of the Termination, in accordance with the vesting period schedule set forth in this Section 2 [and in addition to such shares, also to the shares that would have vested in the subsequent quarterly installment from such relevant date] [and in addition to such shares, also to the shares that would have vested in the 2 (two) subsequent quarterly installments from such relevant date].] 
11. Adjustments, etc. If, from time to time during the Committed Term, there is any share dividend, share split, recapitalization or other change in the character or amount of any of the outstanding shares of the Company, then in such event any and all new, substituted or additional securities to which such Committed Founder is entitled by reason of his ownership of the shares or that by reason of such transaction are distributed with respect to the shares or into which such shares thereby become convertible, shall be immediately subject to the rights and obligations set forth in this Schedule and included thereafter as shares for the purposes of this Schedule and the Right of Purchase.
12. Restrictions on Transferability. None of any Committed Founder's Holdings or any beneficial interest therein shall be transferred, encumbered or otherwise disposed of in any way until the release of such Committed Founder's Holdings from the Right of Purchase in accordance with the provisions of this Schedule, except as specifically permitted in advance and in writing by the Company. Any attempt to transfer or encumber Committed Founder's Holdings in violation of this Section shall be null and void.

13. Exercise of the Right of Purchase. At the date of Termination Event with respect to a specific Committed Founder (the "Transferor"), the remaining Founders (the "Transferees") shall be entitled to exercise the Right of Purchase with respect to any Committed Founder's Holdings of the Transferor existing at the date of Termination Event. The Right of Purchase shall be exercisable by the Transferees, by providing a written notice delivered to the Transferor and to the Escrow Agent (as defined below) prior to the expiration of [12] ([twelve]) months from the Termination Event. The notice shall set forth the number of Committed Founder's Holdings, which the Transferees elect to purchase (up to the total number of the Committed Founder's Holdings held by the Transferor, which were subject to the Right of Purchase on the Termination Date; hereinafter referred to as the "Purchase Shares") and the date on which such purchase is to be effected. In case of purchase of the Purchase Shares, the purchase shall be for no consideration and upon delivery of a notice to the Transferor and the Escrow Agent (as defined below) of such decision to purchase the Purchase Shares and notifying the Escrow Agent to release the applicable Share Transfer Deed (as defined below) to the Transferees as provided in Section 6 below, upon which the Transferees shall automatically be deemed to have purchased the Purchase Shares and become the legal and beneficiary owner thereof and all rights and interests therein or relating thereto and the Company shall be required to register the transfer in its shareholders register. 
14. Promptly following receipt of the notice from the Transferees, the Escrow Agent shall deliver the Share Transfer Deeds representing the Purchase Shares with respect to which the Right of Purchase has been effected to the Transferees (with a copy to the Company), and in the event share certificates were issued, the Company will issue to the Transferor a new share certificate reflecting the reduced holdings, provided, however, that the failure by the Transferor to deliver Transferor's existing share certificate and failure by Transferor to receive the new share certificate, shall not derogate from the validity of the forfeiture or purchase effected. The Committed Founder agrees that to the extent that there is any legal impediment to effect the Right of Purchase, he or she shall sign any documents in any manner legally allowed pursuant to the Transferees' instructions in order to obtain the same result. Notwithstanding the above, each of the Committed Founders hereby agrees to execute an irrevocable power of attorney and proxy, in the form attached hereto as Exhibit A, with respect to any of their Committed Founder's Holdings not subject to the Right of Purchase at the date of the Termination.

15. Escrow of Founder's Shares. Upon execution of this Agreement, the executed Share Transfer Deeds duly endorsed and signed by each of the Committed Founders, in the forms attached hereto as Exhibit B, (the "Share Transfer Deed(s)") shall be deposited in escrow with the Company’s legal counsel, [Yigal Arnon & Co.] (the "Escrow Agent"). Any new, substituted, additional or exchanged securities or other property, including share certificates attached to such securities, shall immediately be delivered to the Escrow Agent to be held in escrow. When the Committed Term and the Right of Purchase shall expire, or in the event that it is unexercised by the Transferees within [12] ([twelve]) months from the Termination Event, the Escrow Agent shall promptly deliver the Share Transfer Deeds and share certificates, if applicable, to the Transferees. The Escrow Agent shall not be liable for any act it may do or omit to do with respect to holding the unreleased Shares in escrow and while acting in good faith. 
Exhibit A

[The proxy should be executed separately by each  Committed Founder]

IRREVOCABLE POWER OF ATTORNEY AND PROXY
(the "Proxy")
Capital terms which are not defined herein, shall have the meaning as described in the Agreement entered into by and between the Founders, effective as of the date above.
The undersigned, [Founder 1], ID #[ Founder 1 ID], a registered holder of shares of [Company Name Ltd.], [If the Company has not yet been incorporated, this should be left as a blank to be filled out at a later date](the "Company"), hereby irrevocably appoints the chairman of the Board of Directors of the Company as my proxy, with full power of substitution (the "Proxy"), to vote for me and on my behalf all of the Shares at all shareholder meetings of the Company and other votes of the Company's shareholders held or taken after the date hereof with respect to any matter, including, without limitation, election of directors, issuances of securities, the public offering of the Company's shares, acquisition of the Company (by merger, sale of assets or shares or otherwise) or change in control in the Company, or any other action which requires the consent of the shareholders of the Company, and I hereby irrevocably appoint the Proxy to sign any actions by written consent of the Company's shareholders taken after the date hereof on behalf of all of the Shares owned by me to effect the above, all as he shall deem appropriate at his sole and absolute discretion.


Further, I hereby irrevocably appoint the Proxy as my proxy with respect to any matter whatsoever related to executing any agreements, contracts, consents, waivers and approvals relating to any transaction with respect to which I, as a shareholder of the Company, may be requested to execute such documents, to execute and sign any such documents, in accordance with his sole and absolute discretion, and I hereby make, constitute and appoint the Proxy as my true and lawful attorney, to act in my name, place and stead, and for my use and benefit, to sign, execute, certify, acknowledge, deliver, swear to, file or record in all necessary or appropriate places such agreements, instruments or documents as may be necessary or advisable hereunder or under the laws of any applicable jurisdiction.


Notwithstanding the foregoing, the Proxy is not authorized or empowered to dispose of the Shares in any manner, except as part of the sale of all of the shares of the Company, and may not make use of this Proxy in a manner affecting the shares disproportionately to the effect on other Shares of the Company. 

Any notices of shareholder meetings, votes, etc. shall be sent to the Proxy. To the extent that any waiver or the like consent shall be required from the shareholders of the Company with respect to the convening of any shareholders meetings, minimum notice of meetings and votes, and the like procedural aspects of shareholders meetings or votes, the Proxy shall be authorized to sign any waiver or the like consent as he deems fit.


The term "Shares" means any shares of the Company's share capital owned, legally or beneficially, by me on the date hereof or hereafter acquired, whether by additional purchase from the Company or from any other shareholder of the Company, or by way of exercise, conversion or exchange of any options, debentures or other convertible documents of the Company.


This Irrevocable Power of Attorney shall expire immediately before the completion of an initial public offering by the Company of its shares.  


I hereby ratify and confirm all that the Proxy may do by virtue of this irrevocable power of attorney. The Proxy shall not have or incur any liability whatsoever by reason of any act or omission of the Proxy, in accordance with this irrevocable power of attorney, whether based upon mistake of fact or law, error of judgment, negligence or otherwise, on condition only that the said acts or omissions are not willful acts or omissions.


I agree and undertake that (i) in addition to all other legal or equitable remedies available, injunctive relief and specific performance may be utilized in the event of the breach or threatened breach of this Irrevocable Power of Attorney by me, and (ii) if any provision of this Irrevocable Power of Attorney shall be held to be invalid under applicable law, such provision shall be effective only to the extent of such invalidity and without invalidating the remainder of such provision or the other provisions in this Irrevocable Power of Attorney.


I agree that this Irrevocable Power of Attorney (i) shall survive my death, adjudication of incompetence, merger, bankruptcy, dissolution, or the like; (ii) is binding upon the transferees, successors and assignees (by operation of law or otherwise, whether for value or without value) of the Shares; (iii) supersedes and replaces any prior oral or written proxies or amendments thereto which may have been executed by me with respect to the Company's securities; and (iv) is for the benefit of the Company and may be enforced by the Company.


This Irrevocable Power of Attorney is governed by, and interpreted in accordance with, the laws of the State of Israel without regard to its conflicts of laws principles, and that the competent courts in Tel Aviv shall have sole and exclusive jurisdiction over any matters pertaining hereto.

IN WITNESS WHEREOF, the undersigned has executed this Irrevocable Power of Attorney and Proxy as of the date first set forth below.
	
	
	

	Founder 1

	
	Date:


Agreed and Acknowledged by: 

	Company Name Ltd.

	

	By: __________________________

	Name:

	Title:


[Company Name - Signature Page- Proxy]
Exhibit B

SHARE TRANSFER DEED
[Just for clarification, the blanks here should actually be blank. The only information to be filled in is Founder name and Company Name, if it has been incorporated. If the Company is not yet incorporated, that should also be left as a blank.]

The undersigned, [Founder 1] (the "Transferor"), does hereby transfer, for no consideration, to ___________ (the "Transferee") _____________ Ordinary Shares, nominal value NIS 0.01 per share, of [Company Name Ltd.] an Israeli company, free and clear of all claims, pledges, encumbrances and restrictions, with no personal liability attaching to the ownership thereof, and in respect of which the Transferor is the sole record and beneficial owner, to be held by the said Transferee, its permitted assignees, upon all of the terms and conditions subject to which the Transferor held such shares, and the said Transferee does hereby agree to take such shares subject to the above terms and conditions. 

AS WITNESS our hand as of _________ __, 201__.

The Transferor:

Signature: ________________________
Name: ___________________________

The Transferee:

Signature: ________________________
Name: ___________________________


