
CONVERTIBLE LOAN AGREEMENT

THIS CONVERTIBLE LOAN AGREEMENT (this “Agreement”) made as of the __ day of [_____], by and among [_______], a company incorporated under the laws of the State of Israel (the “Company”) and the Lenders whose names and addresses are set forth in Schedule I hereto (each, the “Lender” and together, the “Lenders”);
W I T N E S S E T H:

WHEREAS, the Company requires an infusion of funds in order to finance the continued operations of the Company as set forth herein; and 

WHEREAS, the Lender is willing to make available a loan to the Company on the terms and conditions set forth in this Agreement; 


NOW, THEREFORE, the parties hereto hereby agree as follows:

1. Loan.

1.1. Principal Amount. The Lender agrees to lend to the Company the amount specified in Schedule I (the “Principal Amount”), subject to the terms and conditions of this Agreement.

1.2. Interest. the Principal Amount shall bear interest at the rate of four percent (4%) per year, compounded annually (“Interest”; and, together with the Principal Amount, the “Loan Amount”), to be calculated on the basis of 365 days a year. 

2. Closing. 
2.1. Time and Place of the Closing. The closing of the transaction hereunder shall take place by phone, fax and email, within 20 days from the signing of this Agreement, or at such other time and place as the Company and the Lender shall agree (the “Closing” and the “Closing Date”, respectively).

2.2. Deliveries and Transactions at the Closing. At the Closing, the following transactions shall occur and the following documents shall be delivered simultaneously and no transaction shall be deemed to have been completed or any document delivered until all such transactions have been completed and all required documents delivered:

2.2.1. The Company shall deliver to the Lender:

2.2.1.1 a fully executed written consent of the Board of Directors of the Company (the “Board”), in the form attached hereto as Schedule 2.2.1.1 approving the execution and performance by the Company of this Agreement and its schedules and the consummation of the transactions contemplated herein; and

2.2.1.2 Executed waivers signed by all shareholders entitled to preemptive rights, by which each such shareholder waives any right of participation and/or preemptive rights under the Articles of Association of the Company and/or otherwise with respect to the execution and delivery by the Company of this Agreement and the performance by the Company of the transactions contemplated herein. 

2.2.2. The Lender shall transfer the Principal Amount to the Company in accordance with the bank account information to be provided by the Company to the Lender prior to the Closing. 

3. Conversion upon a Qualified Financing.

3.1. Upon the closing of Qualified Financing (as defined below), the Principal Amount (without accrued Interest, for the avoidance of doubt) shall be automatically converted into shares of the Company of the same class, and on the same contractual terms as shall be issued to the investor(s) in the Qualified Financing (the "Qualified Financing Shares") at a price per share equal to the lower of: (i) [90%] of the price per share actually paid in such Qualified Financing; or (ii) at a price per share reflecting a Company pre money valuation of [US$3.5M] or at a price per share reflecting a Company pre money valuation as it shall by determine in the first round of investment in the Company. 
3.2. For the purpose of this Agreement, a "Qualified Financing" shall mean a transaction or series of related transactions in which the Company issues shares of the Company in consideration for an investment in the Company (not including conversion of the Loan).  
3.3. Conversion pursuant to this Section ‎3 shall constitute full repayment of the Loan and all accrued Interest thereon for purposes of this Agreement, and this Agreement shall be deemed and regarded as terminated.

4. Mechanics of Conversion.
4.1. Upon conversion, no fractional shares shall be issued to the Lender, and the Company shall pay to Lender in cash that portion of the amount of the outstanding Loan and accrued Interest that otherwise would have been converted into such fractional share. 

4.2. The Company shall, immediately upon any conversion of the Loan and accrued Interest, issue and deliver to the Lender a certificate representing the number of the shares to which such Lender shall be entitled upon conversion of the Loan and accrued Interest (bearing such legends as are required under applicable law or agreements in the opinion of counsel of the Company).
5. Acceleration of Repayment

5.1. Notwithstanding anything to the contrary contained herein, the Loan Amount will become immediately due and payable in cash upon the occurrence of an Event of Acceleration prior to the conversion of the Principal Amount or repayment of the Loan Amount under Section 4 above. 

5.2. Events of Acceleration. For the purposes of this Section ‎5, an “Event of Acceleration” shall be deemed to exist upon the occurrence of any of the following:

5.2.1. the Company files a petition in bankruptcy, files a petition seeking any reorganization, arrangement, composition, or similar relief under any law regarding insolvency or relief for debtors, or makes an assignment for the benefit of creditors and such actions are not discharged within sixty (60) days from their commencement; 

5.2.2. a receiver, trustee, or similar officer is appointed for the business or a significant part of the property of the Company, and such appointments are not stayed, enjoined, or discharged within sixty (60) days from their commencement; 

5.2.3. any involuntary petition or proceeding under bankruptcy or insolvency laws is instituted against the Company, and such actions are not stayed, enjoined, or discharged within sixty (60) days from their commencement; 

5.2.4. the Company adopts a resolution for discontinuance of its business or for its liquidation, dissolution or winding-up; 

5.3. The Company undertakes to notify the Lenders in writing within 72 hours upon learning of any of the matters detailed in Section ‎5.2.

6. Miscellaneous.

6.1. Each of the parties hereto shall perform such further acts and execute such further documents as may reasonably be necessary to carry out and give full effect to the provisions of this Agreement and the intentions of the parties as reflected thereby.

6.2. This Agreement shall be governed by and construed in accordance with the laws of the State of Israel. Any disputes arising under or in relation to this Agreement shall be resolved exclusively by the competent courts of Tel-Aviv, Israel.

6.3. Except as otherwise expressly limited herein, the provisions hereof shall inure to the benefit of, and be binding upon, the successors, assigns, heirs, executors, and administrators of the parties hereto. None of the rights, privileges, or obligations set forth in, arising under, or created by this Agreement may be assigned or transferred by any party without the prior consent in writing of the other parties (other than a transfer of shares by the Lender to its Permitted Transferee, as such term is defined in the Articles of Association of the Company).

6.4. This Agreement constitutes the full and entire understanding and agreement between the parties with regard to the subject matter hereof and thereof. The preamble hereto constitutes an integral part hereof. Any term of this Agreement may be amended and the observance of any term hereof may be waived only with the written consent of the Company. 

6.5. All notices and other communications required or permitted hereunder to be given to a party to this Agreement shall be in writing and shall be telecopied or mailed by registered or certified mail, postage prepaid, or otherwise delivered by hand or by messenger, to the address set forth in the preamble of this agreement or such other address with respect to a party as such party shall notify each other party in writing as above provided. Any notice sent in accordance with this Section shall be effective (i) if mailed, five (5) business days after mailing, (ii) if sent by messenger, upon delivery, and (iii) if sent via telecopier, upon transmission and electronic confirmation of receipt or (if transmitted and received on a non-business day) on the first business day following transmission and electronic confirmation of receipt. 

6.6. No delay or omission to exercise any right, power, or remedy accruing to any party upon any breach or default under this Agreement, shall be deemed a waiver of any other breach or default theretofore or thereafter occurring. All remedies, either under this Agreement or by law or otherwise afforded to any of the parties, shall be cumulative and not alternative. 

6.7. If any provision of this Agreement is held by a court of competent jurisdiction to be unenforceable under applicable law, then such provision shall be excluded from this Agreement and the remainder of this Agreement shall be interpreted as if such provision were so excluded and shall be enforceable in accordance with its terms, provided, however, that in such event this Agreement shall be interpreted so as to give effect, to the greatest extent consistent with and permitted by applicable law, to the meaning and intention of the excluded provision as determined by such court of competent jurisdiction.

6.8. This Agreement may be executed in any number of counterparts, each of which shall be deemed an original and enforceable against the parties actually executing such counterpart, and all of which together shall constitute one and the same instrument.

IN WITNESS WHEREOF the parties have signed this Agreement in one or more counterparts as of the date first hereinabove set forth.
COMPANY:

[_________]
By: _________________________

Name and Title: ________________
THE LENDER:

___________
By: _____________________
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