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ARTICLES OF AMENDMENT

This document is based on the NVCA document entitled "Certificate of Incorporation" (v.
January 2020). The CVCA gratefully acknowledges the NVCA for granting permission to use
this document in Canada.

A blackline of this document to the NVCA document and a Conversion Guide describing the
general drafting changes that have been made are also available from the CVCA website.

The Canadian version of this document was created by the CVCA Venture Capital Model
Transaction Documents Working Group comprised of Gary Solway of Bennett Jones LLP
(Chair), Sophia Maizel of Harbourvest (Vice Chair), Mireille Fontaine of BCF, Ed Vandenberg
of Osler, Hoskin & Harcourt LLP, Pascal de Guise of Blake, Cassels & Graydon LLP, Brian
Lenihan of Choate Hall & Stewart LLP, Jesslyn Maurier of Bennett Jones LLP, and Julie
Robinson of Mclnnes Cooper. The lead author on this document is Pascal de Guise
(pascal.deguise(@blakes.com) with the assistance of Marc Godber (marc.godber@blakes.com).

Disclaimer: This model document is for informational purposes only and is not to be construed
as legal advice for any particular facts or circumstances. This document is provided "as is",
without any warranty, either express or implied, and without liability. This document is intended
to serve as a starting point only, and must be tailored to meet your specific requirements.
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SCHEDULE A!

to

ARTICLES OF AMENDMENT

OF

|

The Corporation is authorized to issue:

(a) an unlimited number of common shares ("Common Shares"); and

1 This Schedule is intended to be attached as a schedule to the form of articles of amendment of a Canada Business Corporation Act

(“CBCA”) corporation. This document may also be adapted for other jurisdictions. For example, for Business Corporations Act (Ontario)
(“OBCA”) corporations, a reference may be made in Section 5 of the articles of amendment such as “See pages 1A to 1X”, the reference to the
schedule at the top may be deleted, and the pages of this document inserted between the first and last pages of the form of articles of
amendment.
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Delrawaf%z Unlike Delaware law, Canadian law does not impose franchise taxes or any other tax that is affected by the authorized number of
shares. Accordingly, it is typical for the authorized capital to consist of an unlimited number of shares so as to avoid having to amend the
articles if the number of shares of a class is to be increased. However, some investors prefer to limit the number of preferred shares of a class to
avoid dilution without their approval.
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’ “Seri 2. Class A preferre(i shares
(the "Preferred Shares").’

Generally, under Canadian corporate law, there is a distinction between classes and series of shares. If there are two or more series of shares of

a specified class, no series may have a preference in respect of dividends and liquidation preferences over any other series of the same class. So,
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The following is a statement of the-designations-and-the-powers;preferences-and-speeial rights, and
the-qualificationstimitations-erprivileges, restrictions thereefinrespeetand conditions attaching to
the shares of each class ef-eapital-stock-ofthe-Corperation[and any previous statement of the

rlghts. privileges, restrictions and conditions are deleted].

A. COMMON STOCcKSHARES
1. General.
The voting, dividend and liquidation rights of the holders of the-Common SteekShares are subject

to and qualified by the rights, powers; and preferences-and-speeial-+ights of the holders of the
Preferred Steek-setforth-hereinShares.

a specified class, no series may have a preference in respect of dividends and liquidation preferences over any other series of the same class. So,
rather than having a general class of “Preferred Shares”, and then designating different series of Preferred Shares (such as Series A Preferred
Shares, Series B Preferred Shares, etc.), as is typical for Delaware companies, it is more common to designate different classes of preferred
shares, such as Class A Preferred Shares, Class B Preferred Shares, etc. However, creating a single class of preferred shares and then
designating separate series within that class works if the preferred shares issued in subsequent rounds do not have dividends or liquidation
preferences that rank in priority to the preferred shares issued in earlier rounds.
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2.1 The holders of Common Shares are entitled to one vote for each Common Share
held at all meetings of shareholders (and written actions in lieu of meetings).
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[\
[\

The holders of Common Shares are not entitled to vote separately as a class upon,
and are not entitled to dissent in respect of, any proposal to amend the Articles
to:*

2.2.1 increase or decrease any maximum number of authorized shares of such

- class, or increase any maximum number of authorized shares of a class or
series having rights or privileges equal or superior to the shares of such
class;

2.2.2 effect an exchange, reclassification or cancellation of all or part of the
shares of such class; or’

2.2.3 create a new class or series of shares equal or superior to the shares of
such class.

3. Dividends.

The holders of Common Shares are entitled, subject to the rights, privileges, restrictions and
conditions attaching to any other class or series of shares of the Corporation, to receive dividends
if, as and when declared by the board of directors of the Corporation.

4. Liquidation, Dissolution or Winding-Up.

The holders of the Common Shares are entitled, subject to the rights, privileges, restrictions and
conditions attaching to any other class or series of shares of the Corporation, to receive the
remaining property of the Corporation on a liquidation, dissolution or winding-up of the
Corporation, whether voluntary or involuntary.

B. PREFERRED STOEKSHARES

The rights, privileges, restrictions and conditions attaching to the Preferred Shares of the
Corporation® are as follows.

4 Under the CBCA and the corporate law of various provinces, shareholders of a class or series have a class vote (even if otherwise non-voting)
in respect of certain matters. Of those matters, three apply unless the articles provide otherwise. This provision is included if the intention is not
to allow for class votes in respect of these three matters.

> Although the CBCA and provincial corporate statutes allow for a carve-out from the class voting rights in respect of an exchange,
reclassification or cancellation of all or part of the shares of a class, including this carve-out can be considered somewhat extreme, as the shares
of a particular class may be cancelled without a vote of the shares of that class.

6 If there is more than one class of preferred shares, it is suggested that the term “Preferred Shares” be used for provisions in which there is no
distinction between the different classes.
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1. Dividends.”’

[Use the following paragraph if the Term Sheet calls for no specific dividend on the Class A
Preferred SteckShares, but an equal sharing if dividends are declared on the Common
SteckShares. |

The Corporation shall not declare, pay or set aside any dividends on shares of any other class or
series-ofeapital-stoek of the Corporation (other than dividends on shares-ef Common SteckShares
payable in shares-ef Common Steck**Shares®) unless (in addition to the obtaining of any consents
required elsewhere in this—Certificate—of Incorporationthe Articles) the holders of the Preferred
SteekShares then outstanding shall first receive, or simultaneously receive, a dividend on each
outstanding share—of-Preferred SteekShare in an amount at least equal to (1) in the case of a
dividend on Common S od : :

Sﬂeh—llreferred%teeleéﬂé—m—th%easeef—a—dﬁ&deﬁd—eﬁ—aShares or any class or Serles—ef—eapftal—steek

that is convertible into Common SteelShares, that dividend per Preferred Share as would equal
the product of (A) the dividend deelared;paid-ersetasideperpayable on each share of such class or
series ef-eapital-stockdetermined, if applicable, as if all shares of such class or series had been
converted into Common Shares and (B) the number of shares-o£- Common SteckShares issuable

upon conversion of a-share-ef-such Preferred Steck—divided bythenumber-of shares—of Common
Stock-issuable upon-conversion-of-a-share-of such-class-or series-of capital-stock:Share, in each case

calculated on the record date for determination of holders entitled to rece1ve such dividend or
th%prodﬁet—efShares at a rate per Preferred Share determined by (A) dividing the amount of the
dividend payable on each share of such class or series ef-eapital-stock—divided-by the original
issuance price of such class or series ef-eapital-steck—(subject to appropriate adjustment in the
event of any steekshare dividend, steckshare split, combination or other similar recapitalization
with respect to such class or series) and (B) multiplying such fraction by an amount equal to the
apphieable Original Issue Price (as defined below); provided that, if the Corporation declares,
pays or sets aside, on the same date, a dividend on shares of more than one class or series of
capital-stockshares of the Corporation, the dividend payable to the holders of Preferred Steek
pursuanttoShares under this Section 1 shall be calculated based upon the dividend on the class or
series of eapitalstoekshares that would result in the highest Preferred SteekShares dividend-forthe
applicable-series-of Preferred-Stoek. The “"Original Issue Price”shall-mean" means, [with respect
to the SeriesClass A Preferred SteekShares,] $[insert initial SeriesClass A A purchase price] per
share, subject to appropriate adjustment in the event of any steekshare dividend, steckshare split,
combination or other similar recapitalization with respect to the applicable Preferred
SteekShares.

7 Note that this Articles of Incorporation provides for three bracketed alternative dividend provisions. There are a variety of other alternatives

that may be encountered in the market place (including for example, specified non-cumulative dividends), but the drafter should be able to

casily adapt one of the two provisions included herein to provide for whatever dividend terms are applicable to a particular transaction.

4”9—:5 The reason for this exclusion (and the comparable exclusion in the alternative dividend provisions that follow) is that such dividends are

covered by the provisions of Section 4.6, which adjust the Class A Conversion Price in the event of such a dividend.
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[Use the following paragraph if the Term Sheet calls for a specific rate of dividend-ewownnt,

payable only when, as and if declared by the Board, in addition to peari—peasswequally
ranked/shared dividends-]°

The holders of then outstanding shares of Preferred SteckShares shall be entitled to receive, only
when, as and if declared by the Board of Directors, out of any funds and assets legally available
therefor, dividends equalteat the applicable Dividend-Awmeuntrate of [8]% of the Original Issue
Price (as defined below) for each-share-of Preferred Steek;priorShare, before and in preference to
any declaration or payment of any other dividend (other than dividends on shares—ef-Common

SteekShares payable in shares-of-Common Steck)-during-the-same-calendar—year™Shares). The right

to receive dividends on shares-of Preferred Steekpursuant-teShares under the preceding sentence
of this Section 1 shallis not be-cumulative, and no right to dividends shall accrue to holders of
Preferred SteekShares by reason of the fact that d1V1dends on such shares are not declareder—paré

preferentral—ﬂghts—éeseﬁbed—abexf%theThe Corporatlon shall not declare pay or set asrde any
dividends on shares of any other class or series-ef-eapital-stock of the Corporation (other than

dividends on shares-o£-Common SteckShares payable in shares-ef-Common Steck)-in-any-—calendar
yearShares) unless (in addition to the—obtaining ef-any consents required elsewhere in this
Certificate-of Incorporationthe Articles) the holders of the Preferred SteekShares then outstanding
shall first receive, or simultaneously receive, in addition to the dividends payable pursuanttein
accordance with the first sentence of this Section 1, a dividend on each outstanding share-of
Preferred SteekShare in an amount at least equal to (i) in the case of a dividend on Common
SteelsShares or any class or series that is convertible into Common Shares, that dividend per
Preferred Share as would equal the product of (A) the dividend declared,—paid-or—set-aside—on
suehpayable on each share of such class or series determined, if applicable, as if all shares of
such class or series had been converted into Common SteekShares and (B) the number of shares
ef-Common SteckShares issuable upon conversion of a share-ofsuch-Preferred Steek:;Share, in
each case calculated on the record date for determination of holders entitled to receive the

drvrdend or (11) in the case of a drvrdend on a—elass—er—seﬂes—e#eaprtal—steek—that—rs—eem%rtrbl%mte

a
O 5 O
s,

; ; : h : any
class or series that is not convertlble into Common Steek—th%predﬁet—efShares at a rate per
Preferred Share determined by (A) dividing the amount of the dividend payable on each share of
such class or series-efeapital-stock-divided by the original issuance price of such class or series of
capitalstoek-(subject to appropriate adjustment in the event of any steckshare dividend, steekshare
split, combination or other similar recapitalization with respect to such class or series) and (B)

This kind of dividend (sometimes referred to as a “toll gate” dividend) is occasionally included to support a higher value for the preferred

shares as compared to the common shares partlcularly for purposes of setting fair market value exercise prlces for optlons
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the-apphieablemultiplying the fraction by an amount equal to the Original Issue Price (as defined
below); provided that, if the Corporation declares, pays or sets aside, on the same date, a
dividend on shares of more than one class or series of eapital-stoek—of-the Corporation, the
dividend payable to the holders of a-series-of Preferred SteckpursuantteShares under this Section
1 shall be calculated based upon the dividend on the class or series ofeapital-stock-that would
result in the highest dividendforsuch—series—of-Preferred SteekShare dividend. The “Original
Issue Price” shall-meanmeans, [with respect to the SeriesClass A Preferred SteekShares,] $[insert
initial SeriesClass A purchase price] per share, subject to appropriate adjustment in the event of
any steekshare dividend, steekshare split, combination or other similar recapitalization with

respect to the apphcable Preferred S{eeHﬂ%%DmdendAme&nt—sha#mean—wmrespeeHe#%qy

[Use the following paragraph if the Term Sheet calls for a specified cumulative dividend,
payable if and when declared by the Board, in addition to shared dividends:]

From and after the date of the issuance of any-shares-of Preferred SteekShares, dividends at the
rate per annumyear of $[ ] per share®!” shall accrue on such shares-of-Preferred SteekShares
(subject to appropriate adjustment in the event of any steckshare dividend, steekshare split,
combination or other similar recapitalization with respect to the Preferred SteekShares) (the
“"Accruing Dividends™"). Accruing Dividends shall accrue from day to day, whether or not
declared, and shall be cumulative; provided, however, that except as set forth in the following
sentence of this Section 1 [or in Section 2.1 and Section 6+

51! | suehthe Accruing Dividends shall be payable only when, as, and if declared by the
BeardCorporation's board of Direetorsdirectors and,—except—as—provided—in—Seetion—2.1 the
Corporation shat-beis under no obligation to pay suehthe Accruing Dividends. The Corporation
shall not declare, pay or set aside any dividends on shares of any other class or series of eapital
stoekshares of the Corporation (other than dividends on shares-ef Common SteekShares payable in
shares—of-Common SteckShares) unless (in addition to the obtaining of any consents required
elsewhere in this-Certificate-of Incorporationthe Articles) the holders of the Preferred SteekShares
then outstanding-shall first receive, or simultaneously receive, a dividend on each outstanding
share-of Preferred SteckShare in an amount at least equal to [the greater of][the sum of]**!2 (i) the
amount of the aggregate Accruing Dividends then accrued on sueh-share-ofa Preferred SteekShare
and not previously paid and (ii) (A) in the case of a dividend on Common SteckShares or any

QfBA cumulative dividend expressed as “$ per share” will by definition be non-compounding. If a compounding accrued dividend is

desEd, it should be expressed as a percentage of a “base amount,” with the “base amount” defined as the original purchase price plus the
amount of previously accrued dividends (it should also be specified whether this “compounding” of the original purchase price is done on an

annual, quarterly, or other basis). As an example: “From and after the date of the issuance of any shares of Class A Preferred StoekShares,
dividends at the rate per anftittyear of feight percent 18}%2 of the Original Issue Price (as defined below) of such share, plus the amount of
previously accrued dividends, compounded annually, shall accrue on each share then outstanding (the “Class A Accruing Dividends™).”

w1l —_ Insert the bracketed language if the holders of Class A Preferred S%eekShares will receive the benefit of the accruing dividends upon a
11qu1dat10n event or upon redemption.

+5_The!? Note that the second bracketed alternative may not be sensible with respect to dividends paid on another seriesclass of Preferred

SteekShares, particularly one which contains a reciprocal dividend provision, as it may result in an endless series of payments (as any

payment with respect to one Seriesclass would trigger a payment with respect to the other). This provision (and the similar provision in the

first alternative dividend paragraph) are likely to be of little practicable impeﬁlmportance as most venture capital-backed companies do not

have the cash flow to make any dividend payments, and the negative covenants (contained-in-Seetion—3-3)-prohibit dividend payments
without the consent of some percentage of the holders of Class A Preferred Sto€kShares.
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class or series that is convertible into Common SteekShares, that dividend per share—of-the
Preferred SteekShare as would equal the product of (1) the dividend payable on each share of
such class or series determined, if applicable, as if all shares of such class or series had been
converted into Common SteckShares and (2) the number of shares—ef~Common SteekShares
issuable upon conversion of a share-ofsuch-Preferred SteekShare, in each case calculated on the
record date for determination of holders entitled to receive such dividend or (B) in the case of a
dividend on any class or series that is not convertible into Common SteekShares, at a rate per
share-of Preferred SteekShare determined by (1) dividing the amount of the dividend payable on
each share of such class or series ef-eapital-stoek-by the original issuance price of such class or
series ef-eapital-stoek-(subject to appropriate adjustment in the event of any steekshare dividend,
stoekshare split, combination or other similar recapitalization with respect to such class or series)
and (2) multiplying such fraction by an amount equal to the applicable Original Issue Price (as
defined below); provided that if the Corporation declares, pays or sets aside, on the same date, a
dividend on shares of more than one class or series of eapital-steck—of-the Corporation, the
dividend payable to the holders of aseries-of Preferred SteekpursuantShares under to this Section
1 shall be calculated based upon the dividend on the class or series efeapital-stoek-that would
result in the highest-dividendfor suchseries—of Preferred SteekShares dividend. The “"Original
Issue Price”shall-mean—with-respeet"’ means [, as to the SeriesClass A Preferred SteekShares, |

$[insert initial SeriesClass A purchase price] per share, subject to appropriate adjustment in the
event of any steekshare dividend, steckshare split, combination or other similar recapitalization
with respect to the applicable Preferred SteekShares.

2. Liquidation, Dissolution or Winding Up: Certain MereersAmalgamations, Consolidations
and Asset Sales.

[Use the following Sections 2.1 and 2.2 if the term sheet calls for non-participating Preferred
SteckShares. ]

2.1 Preferential Payments to Holders of Preferred Steek™Shares.

In the event ofa) any voluntary or involuntary liquidation, dissolution or winding
up of the Corporation, the holders of shares-of eachseries-ef Preferred SteckShares
then outstanding shatt-beare entitled to be paid out of the assets of the Corporation
available for distribution to its steekholdersshareholders, and ¢)in the event of a
Deemed Liquidation Event (as defined below), the holders of shares-of-eachseries
of Preferred SteekShares then outstanding shal-beare entitled to be paid out of the
consideration payable to steckheldersshareholders in such Deemed Liquidation
Event or out of the Avallable Proceeds (as deﬁned below) as apphcable en—a—paﬁ

before any payment shaﬂ—bels made to the holders of Common Stoc—kShares by
reason of their ownership thereof, an amount per share—of each suchseries—of
Preferred-Steck equal to the greater of (i) [ times] the applicable Original Issue
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Price, plus any dividends declared but unpaid thereon,*”!* or (ii) such amount per
share as Would have been payable had all shares—ef—sueh—seﬂes—ef—llrefeﬁed—sreek

Sfeeek—)Preferred Shares been converted into Common Sfeeelepﬁrsaam—teShares

under Section 4 immediately prier—to—suchbefore the liquidation, dissolution,
winding up or Deemed Liquidation Event (the amount payable pursuant to this
sentence is hereinafter referred to;foreachseries-of Preferred-Stock-as-apphieable; as
the “"Liquidation Amount"). *!* If upon any such liquidation, dissolution or
winding up of the Corporation or Deemed Liquidation Event, the assets of the
Corporation available for distribution to its steckholders-shall-beshareholders are
insufficient to pay the holders of shares-of Preferred SteckShares the full amount to
which they shall-beare entitled under this Section 2.1, the holders of shares—of
Preferred SteekShares shall share ratably in any distribution of the assets available
for distribution in proportion to the respective amounts which would otherwise be

1713 —~_If accruing dividends are provided for, the following language would generally be used instead: “the Original Issue Price, plus any

Accruing Dividends accrued but unpaid thereon, whether or not declared, together with any other dividends declared but unpaid thereon.”
Q—M%e#ﬂomwewﬁ%%@%e%%h&s—mﬂﬂ%seﬂes—ef If this form is being modified to add Class B
Preferred StoekShares as part of these Preferred Shares terms, the calculation of the Class A Liquidation Amneunts—payable-to-each
sertesAmount and the Class B Liquidation Amount becomes quite complicateds, for the following reason: In determining whether the payment
to the holders of any particular seriesclass of Preferred SteekShares would be maximized by the conversion of those shares into Common
Steel—itisneeessary—to—makean—assumption—-as—toShares, you must assume which shares—ef Preferred StoekShares have
converted into Common SteekShares. The most logical approach is to assume the conversion into Common SteekShares of all shares of each
sertesclass of Preferred StoekShares that would receive a greater per share liquidation payment if converted into Common SteekShares than
if remaining as Preferred StoekShares, and to provide;-as-presently-drafted-in-this-medel-eharter; (in the version of the Articles of
Incorporation incorporating the Class B Preferred Shares terms) that this assumption shaH-applyapplies in making the calculation required by
this sentence. However, determining the amount provided for in clause (i) of this sentence for any particular seriesclass of Preferred
SteekShares requires you to calculate the Liquidation Amount for each other seﬁes@ of Preferred StoekShares (so you can calculate the
amount available for distribution to the holders of Common SteekShares and the seﬁes@ of Preferred StoekShares in question); and
calculating the Liquidation Amount for each such other Seriesclass itself involves a determination of whether the original purchase price for
such other seriesclass of Preferred StoekShares (plus dividends, if applicable) exceeds the amount payable with respect to such seriesclass
on an as-converted basis — and this latter amount cannot be calculated without knowing what the Liquidation Amounts are for all other
seriesclasses of Preferred StoekShares. If the various seriesclasses of Preferred StoekShares are not pari passu, these calculations become
even more difficult.

Some versions of Preferred StoekShare terms simply state that the liquidation payment to be made to a particular Seriesclass of Preferred

SteekShares is equal to the original purchase price of such Preferred StoekShares (plus aeerued—bu%unpaiédividends, if applicable)

rather than the higher of such amount and the as-converted payment. That alternative formulation is not intended to result in a substantive
difference from the approach taken in this form; rather, in that alternative formulation, it is assumed that the holders of a particular seriesclass
of Preferred StoekShares would simply convert into Common SteekShares if the as-converted payment is greater than the original purchase
price (plus dividends, if applicable). While such alternative formulation avoids the drafting complexities described in the preceding paragraph,
it simply shifts those complexities to the decision each individual holder of Preferred StoekShares must make at the time of a liquidation
event. That is, each holder of Preferred StoekShares must decide whether it will receive a higher payment if it converts into Common
SteekShares; and such determination would require each holder of Preferred StoekShares to make an assumption as to whether the other
holders of Preferred SteekShares (both of the same SeH%Sclass and of dlfferent SeHeSclasses) Wlll convert into Common Stock-

This issue is not applicable to participating Preferred StoekShares without a cap on the liquidation preference — because participating

Preferred SteekShares entitles its holder to receive both the basic liquidation payment and the as-converted payment, there is no need to
determine whether the basic payment or the as-converted payment is greater.
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payable in respect of the shares held by them upon such distribution if all amounts
payable on or with respect to such shares were paid in full.

Payments to Holders of Common SteckShares.

In the event of any voluntary or involuntary liquidation, dissolution or winding up

of the Corporation, after the payment in full of all Liquidation Amounts required

to be paid to the holders of shares-ef Preferred SteekShares, the remaining assets of
the Corporation available for distribution to its steckholdersshareholders or, in the

case of a Deemed Liquidation Event, the consideration not payable to the holders

of shares—efPreferred SteekShares pursuant to Section 2.1 or the remaining

Available Proceeds, as the case may be, shall be distributed among the holders of
shares-of Common SteckShares, pro rata based on the number of shares-ef Commeon
Steek held by each sueh-holder.

[Use the following Sections 2.1 and 2.2 if the term sheet calls for participating Preferred

SteckShares. |

19 15

1

S}

21 Preferential Payments to Holders of Preferred SteekShares.

In the event of(a) any voluntary or involuntary liquidation, dissolution or winding
up of the Corporation, the holders of shares-ofeach-series-efPreferred SteckShares
then outstanding shatt-beare entitled to be paid out of the assets of the Corporation
available for distribution to its steckholders,and-bshareholders or, in the case of a
Deemed Liquidation Event (as defined below),the-helders-of shares-of eachseries-of

Preferred-Stock-then-outstanding-shall-be-entitled-to-be-paid out of the consideration
payable to steekheldersshareholders in such Deemed Liquidation Event or eut-ef

the Avallable Proceeds (as deﬁned below), —&S—a-pp-heab-l-%eﬁ—a—pﬁﬁ—ljﬁﬂ-?ﬁ%—l%&seé

a-th ation A and before any payment
shaH—bels made to the holders of Common SfeeekShares by reason of their
ownership thereof, an amount per share equal to [ times] the applicable
Original Issue Price, plus any dividends declared but unpaid thereon.*'* If upon
any such liquidation, dissolution or winding up of the Corporation or Deemed
Liquidation Event, the assets of the Corporation available for distribution to its
stoekholders—shall-beshareholders is insufficient to pay the holders of shares—of
Preferred SteckShares the full amount to which they shalt-beare entitled under this
Section 2.1, the holders of shares-of-Preferred SteekShares shall share ratably in
any distribution of the assets available for distribution in proportion to the
respective amounts which would otherwise be payable in respect of the shares
held by them upon such distribution if all amounts payable on or with respect to
such shares were paid in full.

22 Distribution of Remaining Assets.

—~_If accruing dividends are provided for, the following language would generally be used instead: “the Original Issue Price, plus any

Accruing Dividends accrued but unpaid thereon, whether or not declared, together with any other dividends declared but unpaid thereon.”
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In the event of any voluntary or involuntary liquidation, dissolution or winding up
of the Corporation, after the payment in full of all ameuntsLiquidation Amounts
required to be paid to the holders of shares-ofPreferred Steekpursuantto-Section
2.t Shares the remaining assets of the Corporation available for distribution to its
stoekholdersshareholders or, in the case of a Deemed Liquidation Event, the
consideration not payable to the holders of shares—of-Preferred SteekShares
pursuant to Section 2.1 or the remaining Available Proceeds, as the case may be,
shall be distributed among the holders of the-shares-of Preferred SteekShares and
Common SteekShares, pro rata based on the number of shares held by each sueh
holder, treating for this purpose all such securities as if they had been converted to
Common Steek—pursuant—toShares under the terms of this—Certificate—of
Inecorporationthe Articles immediately prier—tebefore such liquidation, dissolution
or winding up of the Corporation.*!® The aggregate amount which a holder of a
share-of Preferred SteekShares is entitled to receive under Sections 2.1 and 2.2 is
hereinafterreferred to as the “"Liquidation Amount.”"

2.3 Deemed Liquidation Events.**!”

2.3.1 Definition.

Each of the following events shal—be—censideredis a “"Deemed
Liquidation Event”" wunless the holders of at least [specify
percentage];’%‘g% 19 of the outstandlng shares—ofPreferred Steck—veting
is**Shares

20.16 -~ If a cap to the liquidation preference is specified in the term sheet, add the following language at the end of this sentence: ; provided,

however, that if the aggregate amount Whieh@ the holders of Class A Preferred StoekShares are entitled to receive under Sections 2.1 and
2.2 shall-execeedexceeds [$ ] per share (subject to appropriate adjustment in the event of a s%eek% split, s%eek% dividend,
combination, reclassification, or similar event affecting the Class A Preferred S%QekM) (the “Maximum Participation Amount”), each
holder of Class A Preferred Stoek-shall-beShares is entitled to receive upon such liquidation, dissolution or winding up of the Corporation
the greater of (i) the Maximum Participation Amount and (ii) the amount such holder would have received if all shares-ofClass A Preferred

SteekShares had been converted into Common SteekShares immediately prior to such liquidation, dissolution or winding up of the

Corporation.”
2+ 17

It is generally inadvisable to insert language that includes a transfer of shares by stoekholderssharcholders as a Deemed Liquidation
Event as such transactions may not be within the control of the Corporation and, in any event, could be inadvertently triggered with unintended
consequences. A better practice is to protect against such events through a combination of other measures, including protective provisions
regarding the issuance of stoekshares and rights of first refusal over transfers of stoekshares by other stoekheoldersshareholders. Counsel

should be aware, however, that protective provisions and rights of first refusal may not be sufficient to protect against all eventualities,
particularly given that many venture capltal investors refuse to subject their own shares to transfer restrictions such as a rlght of ﬁrst refusal.
22

should take care when defining a voting threshold that includes multiple classes or series of sto€kshares and consider the potential of impact of
anti-dilution adjustments, which can change the respective voting powers of the different classes or series. Waiver of treatment of a transaction

as a Deemed Liquidation Event means that the Class A Preferred S%eek% has waived its right to be treated in a manner superior to the
Common S%eekShares in such Deemed Liquidation Event.

.19 " If the Class A Preferred StoekShare is willing to fergeforego some but not all of its preference in such Deemed Liquidation Event, the
Certificate-of IncorpoerationArticles should be amended prior to the effective time of the Deemed Liquidation Event to fix the agreed

upon preference in connection with such Deemed L1qu1dat10n Event
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(the “"Requisite Holders").- elect otherwise by written notice sent to the
Corporation at least +6[ ] days prior to the effective date of any such

event:

(a)

(b)

a—merges;an_amalgamation or consolidation;—statutery—cenversion;
transfer-domestication;-or-continuance” in which

(1) the Corporation is a constituent party or

(i1) a subsidiary of the Corporation is a constituent party and
the Corporation issues shares ef-its-eapital-stoek-pursuant to
such mergeramalgamation or consolidation,

except any such—merger;amalgamation or consolidation;—statutery
conversion,—transfer,—domestication,—or—continuance involving the

Corporation or a subsidiary in which the shares of eapital-stock—of
the Corporation outstanding immediately prior—tobefore such

merger;amalgamation or consolidationsstatatory-cenversiontransfer;
demestication;-or-continuance continue to represent, or are converted

into or exchanged for shares efeapital-stock-or-otherequity-interests
that represent, immediately following sueh—mergesthe
amalgamation or consolidation, statutery—econversion—transfer;
demestication,—or—econtinuanee;—fat least a [majority], [by voting

power, % of the ecapital-stoek-or-other-equity—interestsshares of (1)
the surviving or resulting corporation—er—entity; or (2) if the

surviving or resulting corporation—er—entity is a wholly owned
subsidiary of another corporation erentity-immediately following

such-merger;the amalgamation or consolidations-statutery-conversion;
transfer—domestication,—or—continuanee, the parent corporation—er

entity of such surviving or resulting corporation-eresntity; or

(1) the sale, lease, transfer, exclusive license or other disposition,
in a single transaction or series of related transactions, by the
Corporation or any subsidiary of the Corporation of all or

26—Bas+ng Note that basing this provision on voting power potentially permits a transaction in which a majority of the-econemic-ecapital

stoekshares is transferred without triggering a Deemed Liquidation Event if the share capital includes non-voting shares or other classes or

series of shares that do not have one vote per share.
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substantially all the assets of the Corporation and its subsidiaries
taken as a whole (including, without limitation,

[ 1,7 or (#2) the sale;tease,—transfer—exclhasive
Lieense or—ether disposition (whether by mergeramalgamation,

consolidation—statutory—conversion—domestication.—continuanee O
otherwise; and whether in a single transaction or a series of related
transactions) of one or more subsidiaries of the Corporation if
substantially all of the assets of the Corporation and its subsidiaries
taken as a whole are held by such subsidiary or subsidiaries, except
where suehthe sale, lease, transfer, exclusive license or other
disposition is to a wholly owned subsidiary of the Corporation.

2.3.2 Effecting a Deemed Liquidation Event.

(a) The Corporation shall not have the power to effect a Deemed
Liquidation Event referred to in Section 2:32.3.1(a)(i) unless the
agreement or plan with—respeet—to—such—transaction,—or—terms—ofof

amalgamation or consolidation for such transaction (any—such
agreement—plan—or—terms—the—Transaction—Document the
"Amalgamation Agreement"),—provide__provides that the
consideration payable to the steckholderssharecholders of the
Corporation in such Deemed Liquidation Event shall be allocated
to the holders of eapital—stockshares of the Corporation in
accordance with Sections 2.1 and 2.2.

(b) [In the event of a Deemed Liquidation Event referred to in Section
2.3.1(a)(ii)) or 2.3.1(b), if the Corporation does not effect a
dissolution of the Corporation under—the-General-Corporationtaw
within 90 days after such Deemed Liquidation Event, then (i) the
Corporation shall send a written notice to each holder of Preferred
SteekShares no later than the 90th day after thesuch Deemed
Liquidation Event advising such holders of their right (and the
requirements to be met to secure such right) pursuanttounder the
terms of the following clause (i) to require the redemption of sueh
shares-of Preferred SteekShares, and (ii) if the Requisite Holders so
request in a written instrument delivered to the Corporation not
later than 120 days after such Deemed Liquidation Event, the
Corporation shall use the consideration received by the
Corporation for such Deemed Liquidation Event (net of any
retained liabilities associated with the assets sold or technology

licensed, any—other—expenses—reasonably—related—to—sueh—Peented

221 ~__It may be appropriate to specify important assets of the Corporation, such as intellectual property. In addition, in certain circumstances

the business of the Corporation may be sold in an asset sale with certain material assets, such as intellectual property assets, excluded from the
transaction. Depending on the relative value of the excluded assets, the transaction might not rise to the standard of “all or substantially all” of
the assets even though the business has been sold as a going concern. In order to avoid uncertainty as to whether this type of transaction
constitutes a “Deemed Liquidation Event”,” the operative language could be modified to read “all or substantially all of the business or assets
of the Corporation”.
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%h%@e%per&&eﬁ—as—pﬁewéed—lmem—m«%aeh%aseas determmed in good
faith by the Board of Directors_of the Corporation), together with

any other assets of the Corporation available for distribution to its
stockholdersshareholders, all to the extent permitted by Delaware

law severning—distributions—to—stockholders—(the  “"Available
Proceeds”"), on the 150th day after such Deemed Liquidation

Event—the (“DELERedemption—Date™), to redeem all outstanding
shares—of-Preferred SteekShares at a price per share equal to the

apphcable L1qu1dat10n Amount—%—ﬂm{—%&%

whiehrwehqafe%ﬁbﬁieﬂr@epﬁes Notw1thstand1ng the foregomg, in the

event of a redemption pursuant to the preceding sentence, if the
Available Proceeds are not sufficient to redeem all outstanding
shares-of Preferred SteekShares, the Corporation shall redeem a pro
rata portion of each holder?'s shares-of Preferred SteekShares to the
fullest extent of such Available Proceeds, based on the respective
amounts which would otherwise be payable in respect of the shares
to be redeemed if the Available Proceeds were sufficient to redeem
all such shares, and shall redeem the remaining shares as soon as it
may lawfully do so-underDelawaretaw—governing—distributions—to
stockholders. Section 6 applies, with such necessary changes as are
necessitated by the context, to the redemption of the Preferred
Shares pursuant to this Section 2.3.2(b).?? Prior to the distribution
or redemption provided for in this Section 2.3.2(b),

Corporation shall not expend or dissipate the Available Proceedsfor
any—purpeseconsideration received for such Deemed Liquidation

Event, except to discharge expenses incurred in connection with
suchthe Deemed Liquidation Event—ta-connectionwith-a-distribution

er—reelemp&eﬁ—piﬁewded—fef—m—Seeﬂen%—z— or in the Ge%pe%&&en—shal—l

22 In the event the Class A Preferred Shares are not otherwise mandatorily redeemable, replace this sentence with modified versions of Sections
6.2 through 6.5.
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such—ecertificate—or—certificates—thereforJordinary course of

business].>

2.3.3  Amount Deemed Paid or Distributed.

The amount deemed paid or distributed to the helders—of —capital
stoekshareholders of the Corporation upon any such mergeramalgamation,
consolidation, sale, transfer, exclusive license, other disposition or
redemption shall be the cash or the value of the property, rights or
securities to be paid or distributed to such holders pursuant to such
Deemed Liquidation Event. [The value of such property, rights or
securities shall be determined in good faith by the Board of Directorsf of
the Corporation, [including the approval of [at least one] Preferred
Director (as defined herein)}- *in the Articles.]]*

2.3.4 Allocation of Escrow and Contingent Consideration.

In the event of a Deemed Liquidation Event pursuant—teunder Section
2.3.1(a)(1), if any portion of the consideration payable to the
stoekholdersshareholders of the Corporation is payable only upon

991

satisfaction of contingencies (the “"Additional Consideration"), the

TransactionDocumentAmalgamation Agreement shall provide that (a) the

portion of such consideration that is not Additional Consideration (such

hereto-inercase-usability-of the form-and-deercaseinadvertentissuesif Seetion-6-is-deleted-=” In a Deemed Liquidation
Event structured as an asset sale, the foregoing provision should be reviewed carefully to ensure it does not conflict with the deal terms or
mechanics, in which case it may need to be amended in connection with the transaction. Some users of this form may wish to exclude this
provision for that reason, but should consider the utility of retaining it before doing so.

%97:21nvestor counsel may seek to add further investor protection by providing that, if a specified percentage of the SeriesClass A holders

object to the valuation, then the value shall be the fair-market-valaeFMV as mutually determined by the Corporation and the specified

SeriesClass A holders, and if the Corporation and those SeriesClass A holders are unable to reach agreement, then fair-market-valgeFMV
shall be established by an independent appraisal. If such a provision is used, the procedural details (e.g., how appraiser is to be selected, who
pays, is the appraisal binding, etc.) should be spelled out.
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portion, the “"Initial Consideration=") shall be allocated among the
holders-of-capital-steckshareholders of the Corporation in accordance with
Sections 2.1 and 2.2 as if the Initial Consideration were the only
consideration payable in connection with such Deemed Liquidation Event;
and (b) any Additional Consideration which becomes payable to the
stockholdersshareholders of the Corporation upon satisfaction of such
contingencies shall be allocated among the helders—of —ecapital
steekshareholders of the Corporation in accordance with Sections 2.1 and
2.2 after taking into account the previous payment of the Initial
Consideration as part of the same transaction. For the purposes of this
Section 233

2.3.4, consideration placed into escrow or retained as a holdback to be
available for satisfaction of indemnification or similar obligations in
connection with such Deemed Liquidation Event shall be deemed to be
[Initial Consideration] [Additional Consideration].?**

30_25 " This section addresses two related issues that may arise when a venture-capital backed eempatycorporation is acquired in &

mergeran amalgamation (1) the allocation of earn-out or performance-based consideration, if any and (2) how any deductions from the
mergeramalgamation consideration to fund an indemnity escrow or holdback are allocated among the holders of eapital-stoekshares of the
compattycorporation. This provision is designed to address both issues, with optional language regarding the treatment of escrow.

In transactions involving earn-out or performance-based consideration, one approach is to allocate the closing proceeds in accordance with the

liquidation provisions of the CertificateArticles of Incorporation as if such closing proceeds were the only amounts payable in the transaction.
If, subsequent to the closing of the transaction, any additional payments are made upon satisfaction of earn-out or performance-based

contingencies, the liquidation provisions would be re-applied to ensure that the aggregate consideration is allocated as it would have been as
Hwere the closing and post-closing payments-were made at a single time. Alternatively, in a transaction where the closing proceeds were less

than the aggregate liquidation preference of the Preferred StoekShares and potential earn-out payments were of sufficient size as to result in

full conversion of all Preferred StoekShares (assuming such Preferred StoekShares was not fully participating) and all proceeds shared pro
rata on an as-converted basis, it has occasionally been argued that in the absence of explicit language to the contrary, the holders of Preferred
SteekShares must choose to either be paid their liquidation preference from the closing proceeds and forgeforego any as-converted based
participation in the earn-out, or convert into Common SteekShares prior to the closing and thereby waive any liquidation preference in order
to preserve the ability to participate in the distribution of earn-out proceeds on an as-converted basis. Given the consensus view that such
alternative is inconsistent with the bargain implicit in a preferred security, this Section 2.3.4 makes it clear that the “greater of preference or
participation” character of Preferred StoekShares survives in transaction involving contingent consideration.

With respect to the allocation of amounts placed in escrow or subject to holdback to be available for the satisfaction of indemnity obligations,
Section 2.3.4 contains optional language that permits such amounts to either be treated as “Initial Consideration” and paid with the closing
proceeds and withheld on a pro rata basis from all stoekholdersshareholders, or instead treated as “Additional Consideration” (e.g., a
separate contingent payment), which results in the holders of Preferred StoekShares always receiving their liquidation preference, even if some
or all of the escrow is forfeited (see further discussion on this point below). If escrowed amounts are to be treated as “Initial Consideration,” the
parties may wish to consider whether future earn-out payments in such transaction should take into account whether any portion of such escrow
amounts have been paid to the buyer or other third parties prior to the time such earn-out payments are made — e.g., whether the earn-out should
“backfill” any escrow dollars applied as liquidation preference but not eventually paid.

From the perspective of the holders of Preferred StoekShares, the pro rata approach resulting from treating the escrowed amount as “Initial
Consideration” may not give them the full benefit of their bargained-for liquidation preference because if not all of the escrow is ultimately
released to eompany—stoekhelderscorporation shareholders, it can result in the Preferred SteekShares holders receiving less, and the
Common SteekShares holders receiving more, than they would have been entitled to receive if the reduced consideration had been allocated in

the manner provided for in the CertificateArticles of Incorporation. The difference between the two approaches is illustrated by the following
example:

. 100 shares-ofClass A Preferred StoekShares and 100-shares-of Common StoekShares are outstanding;

. the Class A Preferred Steek-tasShares have a liquidation preference of $1.00 per share, and is non-participating;
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3. Voting.
3.1 General.

On any matter presented to the steekheldersshareholders of the Corporation for
their action or consideration at any meeting of steekheldersshareholders of the
Corporation (or by written consent of steckholdersshareholders in lieu of a
meeting), each holder of outstanding shares—of Preferred Stocksh: Steek—shall-beShares is
entitled to cast the number of votes equal to the number of whole shares—of
Common SteekShares into which the shares-ef Preferred SteckShares held by such

holder are convertible (as-provided—inSeetion—4-below)-as of the record date for
determining steeckheoldersshareholders entitled to vote on such matter. Except as

provided by law or by the other provisions of this-Certificate—of Inecorporationthe
Articles, holders of Preferred SteekShares shall vote together with the holders of
Common SteckShares as a single class and on an as-converted to Common
SteekShare basis.

3.2 Election of Directors.

. the purchase price for the eommpanycorporation is $150; and
. $15 is placed in escrow, which ultimately is returned to the acquirer (such the actual purchase price turns out to be $135).

If the escrow were allocated among all stoekholdersshareholders pro rata, the initial $135 payment would be allocated $90 to the holders of
Class A Preferred StockShares and $45 to the holders of Common SteekShares; and the escrow would be allocated $10 to the holders of
Class A Preferred S%eekm and $5 to the holders of Common S%eekm. If the escrow were later paid to the
stoekholderssharcholders, the $150 purchase price would be allocated as the CertificateArticles of Incorporation provides — $100 to the
Preferred-StockClass A holders and $50 to the Common holders. On the other hand, if the $15 escrow were forfeited, the $135 purchase
price would be allocated $90 to the Preferred-StoeckClass A holders and $45 to the Common holders. However, according to the liquidation
provisions of the CertificateArticles of Incorporation, a purchase price of $135 should be allocated $100 to the holders of Class A Preferred
SteekShares and $35 to the holders of Common Ste€kShares. Thus this pro rata allocation of the escrow could provide a smaller payout to

the Preferred StoekShares holders than would be the result if the liquidation provisions of the €ertificateArticles of Incorporation were
applied to the reduced purchase price (after deducting the forfeited escrow proceeds).

Deeming the escrowed consideration as “Additional Consideration” ensures that the Preferred Sto€kShares holders always receive their
liquidation preference, even if some or all of the escrow is forfeited — the initial payment of $135 would be allocated $100 to the Preferred
SteekClass A holders and $35 to the Common holders, and all $15 of the escrow would be allocated to the Common holders (with any
proceeds released from escrow also going solely to the Common holders). Whether the escrow is forfeited or paid to the holders of Common
SteekShares, the result would be an allocation that is consistent with how the CertificateArticles of Incorporation would allocate whatever
the ultimate purchase price turns out to be.

If the CertifieateArticles of Incorporation #Sare silent on allocation of escrow and contingent consideration, at the time of an acquisition the
eompanyCorporation’s Beardboard of Direetorsdirectors will have to approve allocations without the benefit of a-CertificateArticles of
Incorporation provision stipulating how that should be done. This could create the risk that some constituency will have grounds to complain
about the Board’s decision, including a claim that the terms of the mergeramalgamation agreement are inconsistent with the liquidation
provisions of the CertificateArticles of Incorporation addressing how mergeramalgamation consideration must be allocated among the
various sertes-andClass And classes of stoekshares of the compatycorporation.
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%heThe holders of record of the sh—a{ces—ef—Preferred SfeeekShares excluswely and
voting together as a separate class-on-an-as-converted-to-Common Stoek basis, shall be
entitled to elect [— ] director[s] of the Corporation ([each, a] [the=] "Preferred
Director[s]*"):—¢H_and the holders of record of the shares—ef—Common
SteekShares, exclusively and-vetingtogether as a separate class, shall be entitled to

elect — 1 ] dlrectors of the Corporatlon—aﬁd—(-ﬂﬁ—th%he-lé%s—eﬂeeﬁhef—th%s-kmf%s

o the A baree Pireetors™y ' provided, however for

administrative convenience, the initial Preferred Director[s] may also be
appointed by the Board of Directors in connection with the approval of the initial
issuance of Preferred SteekShares without a separate action by the holders of
Preferred Steek} > (b)-Shares.”® 2 28 Any director elected as provided in Section
%%Seeﬁ%é%éa%éﬂ}eﬁppeﬁ&eébyﬂaepmwseeﬁ%e&eﬂ%%aéthe preceding

sentence may be removed without cause by, and only by, the affirmative vote of
the holders of a-majerity-ef the shares-of the class or series-efeapital-steck entitled to
elect such director or directors, given either at a special meeting of such
stoekholdersshareholders duly called for that purpose or pursuant to a written
consent of steckholdersshareholders.*# (c—)—@}—lf the holders of shares—of

26 The size of the board of directors is typically fixed in the Articles. The Voting Agreement also typically obligates the parties to vote to fix the

size of the Board at a specified number of directors.

27 Where a class or series is given the right to elect a director in the Articles, such director may only be properly elected to the Corporation’s
board of directors by that class or series.

28 Under s, 106(8) of the CBCA, if the Articles permit the directors to increase the size of the Board, the total number of directors appointed by

the Board may not exceed one third of the number of directors elected at the previous annual meeting of shareholders. Such directors may only
hold office for a term expiring no later than the close of the next annual meeting of shareholders.

32 “” Where a class or series is given the right to elect a director in the Certificate—ofIneorperation, Delawarelaw provides
thatArticles, the removal of that director other than for cause must be effected by the vote of the stoekholdersshareholders of the applicable
class or series and not by the stoekheldersshareholders generally. Likewise, it is important to replace any such director by either (i) the vote

of the stoekholdersshareholders of the applicable class or series or (ii) if the class or series is given the right to elect multiple directors, the
remaining director(s) elected by such class or series.
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Preferred SteekShares or Common SteckShares, as the case may be, fail to elect a

sufficient number of directors to fill all directorships for which they are entitled to
elect dlrectors Votlng excluswelv and as a separate class, pursuant to See&en

appeﬂed—m—aeeefdaneﬂ%h—ﬂ%pfewseﬂmthe ﬁrst sentence of this Sectlon 3 2@)

then any directorship not so filled shall remain vacant until such time as the
holders of the Preferred SteekShares or Common SteekShares, as the case may be,

elect a person to fill such directorship in-acecordance-with-Seetion3-2(a).>*

HH A vacaney inany At-Laree Director seat can be filled by cither () theby vote
or written consent in 11eu of a meetlng—ef—th%steeld}eléefs—e}m&eé—te—eleet—the

mmrwmﬂ%mﬁm, and such
directorship may only be filled by the shareholders of the Corporation that are
entitled to elect a person to fill such directorship, voting exclusively and as a
separate class. The holders of record of the Common Shares and of any other
class or series of voting shares (including the Preferred Shares), exclusively and
voting together as a single class, shall be entitled to elect the AtLarge
Bireetorsibalance of the total number of directors of the Corporation. {d)-At any
meeting held for the purpose of electing a director, the presence in person or by
proxy of the holders of a majority of the outstanding shares of the class or series
ofeapital-steek-entitled to elect suchthe director shall constitute a quorum for the
purpose of electing such director. Except as otherwise provided in this Section
3.2, a vacancy in any directorship filled by the holders of any class, classes or
series shall be filled only by vote or written consent in lieu of a meeting of the
holders of such class or classes or series or by any remaining director or directors
elected by the holders of such class or classes or series pursuant to this Section
3.2. [The rights of the holders of the Preferred Shares and the rights of the holders
of the Common Shares under the first sentence of this Section 3.2 shall terminate
on the first date following the date the first [Class A] Preferred Share was issued
(the “Original Issue Date”)’° on which there are issued and outstanding less than
[ ] Preferred Shares (subject to appropriate adjustment in the event of any
share dividend, share split, combination, or other similar recapitalization with

respect to the Preferred Shares).]

30 If this provision is used as a template for subsequent funding rounds, consider utilizing this definition to reflect the date on which the first
shares of the most recent class of Preferred Shares were issued, so that it is clear that the stated conversion price reflects all prior conversion
price adjustments resulting from prior 1ssuances of shares.
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Limitation on Class Voting Rights.

The holders of Preferred Shares are not entitled to vote separately as a class upon,
and are not entitled to dissent in respect of, any proposal to amend the Articles
to:3!

3.3.1 increase or decrease any maximum number of authorized shares of such
class, or increase any maximum number of authorized shares of a class or
series having rights or privileges equal or superior to the shares of such

class;

3.3.2 effect an exchange, reclassification or cancellation of all or part of the
shares of such class; or

3.3.3 create a new class or series of shares equal or superior to the shares of

such class.

33 Preferred SteekShare Protective Provisions. *?

At any time when [at least [ ] shares—ofPreferred Steek{Shares (subject to
appropriate adjustment in the event of any steckshare dividend, steckshare split,
combination or other similar recapitalization with respect to the Preferred
SteekShares)] are outstanding, the Corporation shall not, either directly or
indirectly by amendment, mergeramalgamation, consolidation, demestication;
transfer—continuances—recapitalization, reclassification, waiver—statutory—conversion;
or otherwise, effeet”’do any of the following aets—er—transactions—without (in
addition to any other vote required by law or thisCestificate—of Incorporationthe
Articles) the written consent or affirmative vote of the Requisite Holders,*fand

any-such-act-or-transaction—that-has—not-been—approved_given in writing or by sueh

consent-or-vote prior—teat a meeting, consenting or voting (as the case may be)

! See the discussion under footnotes 4 and 5 above. Note that these carve-outs may be useful to avoid granting dissent rights. That is, if the

class voting rights are carved out, any dissent rights for those matters are also removed. This could be important if new classes of shares are

created for future financings and the parties want to avoid granting dissent rights to existing investors.
32 In Canadian transactions, the protective provisions are often included in the Investors’ Rights Agreement or the Voting Agreement rather

than in the Articles.
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separately as a class, and any such act or transaction beingeffected-shall-beentered
into without such consent or vote is null and wveid-ab—initie—and-of no force or
effect].®*

[98)

3.4.1 33d-liquidate, dissolve or wind-up the business and affairs of the
- Corporation-ez, effect any amalgamation or consolidation or any other
Deemed Liquidation Event, or_consent to any ethermerger—consolidation;
statttory—conversion,—transter, —domestication—or—continuance™ . Mof  the
foregoing;

(98]

4.2 332 -amend, alter or repeal any provision of this—Certificate—of
Ineorporationthe Articles or Bylawsthe By-laws of the Corporation [in a
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manner that adversely affects the speeialrights-powers-and, preferences or
rights of the Preferred Steek-Shares [(or any series thereof])]; **

3:33-(1) create , or authorize the creation of, [or issue for obligate itself to
issue shares of,]* or reclassify, any eapital-stoek—fshares unless the same
ranks junior to the Preferred SteekShares with respect to its-speeiat rights,
powers-and-preferences};3-3-4- and privileges, or (ii) increase for-deerease}
the authorized number of shares-of-Commeon-Steck—Preferred SteelksShares
or any additional class or series of eapital-steckshares of the Corporation
funless the same ranks junior to the Preferred SteekShares with respect to

its speeialrights, pewers-and-preferences} and privileges;

3.3-5fcause or permit any of its subsidiaries to, without the-approval of the
Regquisite[Board of Directors®, including the Preferred Director], sell,

issue, sponsor, create or distribute;-ercause-orpermitany-ofitssubsidiariesto
sell-issue-spensor-ereate-or-distribute; any digital tokens, cryptocurrency or

other blockchain-based assets (collectively, “Tokens”), including through
a pre-sale, initial coin offering, token distribution event or crowdfunding,

or through the issuance of any instrument convertible into or exchangeable
for Tokens;}**

3.3.6-purchase or redeem (or permit any subsidiary to purchase or redeem)
or pay or declare any dividend or make any distribution on, any shares of
eapital-stoek-of-the Corporation other than (i) redemptions of or dividends
or distributions on the Preferred SteekShares as expressly authorized

~~ Some investors are also concerned that members of management could individually execute an initial coin offering or other transaction

involving Tokens; thereby doing an end-run around this protective provision that binds the Gerpefaﬂeﬂ corporation. To address those
concerns, a covenant similar to this one could be included in the Voting Agreement (or other transaction document being executed by members
of management in their individual capacities) or in management employment agreements.
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hereinin the Articles, (ii) dividends or other distributions payable on the
Common SteckShares solely in the form of additional shares-ef-Common
Steek-fShares andj (iii) repurchases of steckshares from former employees,
officers, directors, consultants or other persons who performed services
for the Corporation or any subsidiary in connection with the cessation of
such employment or service at [no greater than the original purchase
price] thereof [andor (iv) redemptions—dividends—orrepurchasesas approved
by the RegquisiteBoard of Directors, including the approval of [at least one]
Preferred Director];

[98)
(@)

337 pwithout—the—approval-otthe Requisite Birectors—H-[create-or, adopt,

amend, terminate or repeal any equity (or equity-linked) compensation
plan; or-(H amend or waive any of the terms of any option or other grant
under any such plan-te-inerease-the-number-of shares-authorized-forissuance

ereate,—create, or authorlze the creatlon of, or issue, or authorize the

issuance of any debt security, or create any lien or security interest (except
for purchase money liens or statutory liens of landlords, mechanics,
materialmen, workmen, warehousemen and other similar persons arising
or incurred in the ordinary course of business); or incur other indebtedness
for borrowed money, including but not limited to obligations and
contingent obligations under guarantees, or permit any subsidiary to take
any such action with respect to any debt security, lien, security interest or
other indebtedness for borrowed money], if the aggregate indebtedness of
the Corporation and its subsidiaries for borrowed money following such
action would exceed $ ] [other than equipment leases, bank lines of
credit or trade payables incurred in the ordinary course] [unless such debt
security has received the prior approval of the Board of Directors,
including the approval of [at least one] Preferred Director]; [or]

[98)
o0

3.3.9create, or hold eapital-steckshares in, any subsidiary that is not wholly
owned (either directly or through one or more other subsidiaries) by the
Corporation, or permit any subsidiary to create, or authorize the creation
of, or issue or obligate itself to issue, any shares of any class or series-of
eapital-stoek, or sell, transfer or otherwise dispose of any eapital-stoekshares
of any direct or indirect subsidiary of the Corporation, or permit any direct
or indirect subsidiary to sell, lease, transfer, exclusively license or
otherwise dispose (in a single transaction or series of related transactions)
of all or substantially all of the assets of such subsidiary[.][; or]

34 Consider the practical implications and whether this is necessary in light of the typically tight cap on authorized common shares.
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3.3-19[increase or decrease the authorized number of directors constituting
the Board of Directors; or change the number of votes entitled to be cast

by any director or directors on any matter;-eradoptany-provision inconsistent
with-Article Sl?i{h] 4435

4. Optional Conversion.

The holders of the—Preferred Steek—shaliShares have conversion rights as follows (the
<"Conversion Rights"):

4.1 Right to Convert.

4.1.1

Conversion Ratio.

Each share-of-Preferred SteekShare shall be convertible, at the option of
theits holder-thereof, at any time and from time to time, and without the
payment of additional consideration by theits holder—thereof, into such
whele number of fully paid and non-assessable shares-ef-Common Steck
(ealeulated—as—provided—in—Section—4-2belew);Shares as is determined by
dividing the applieable-Original Issue Price* by the applicable-Conversion
Price (as defined below) in effect at the time of conversion. The
“"Conversion Price”" applicable to the [Class A] Preferred Steck-as-efthe

Original tssue—DateShare shall initially be equal to $ [insert

original purchase price of SeriesClass A Preferred Stoclklpershare-of Series
APreferred-SteekShares].>® Such initial Conversion Price—for-a—series—of

Preferred-Steek, and the rate at which shares-ef Preferred SteekShares may
be converted into shares-ef-Common Steek—shal-beShares, are subject to
adjustment as provided in-this-Seetion4below.

Termination of Conversion Rights.

[In the event of a notice of redemption of any shares—of-Preferred Steck
pursuanttoShares under Section 2:3:2(b)forSection-6-4H*

6, the Conversion Rights of the shares designated for redemption shall
terminate at the close of business on the last full day preceding the date
fixed for redemption, unless the redemption price is not fully paid on such
redemption date, in which case the Conversion Rights for such shares shatt

“—Revtsed—ﬁoeﬂwte—l—f—th—xs—ls—ms%eaé” This pr0v151on is sometimes addressed in the Votmg Agreement—t-h%@@l’-peiia{—l-eﬂ—wﬂ-l

Remember in future rounds to substitute a different number, if there have been adjustments to the Class A Conversion Price, and provide for

additional ad]ustments based only on events from that date forward.

4_9_
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eontinuecontinues until such price is paid in full.]*’ In the event of a
liquidation, dissolution or winding up of the Corporation or a Deemed
Liquidation Event, the Conversion Rights shall terminate at the close of
business on the last full day preceding the date fixed for the payment of
any such amounts distributable on such event to the holders of Preferred
SteekShares; provided that the foregoing termination of Conversion Rights

shall not affect the amount(s) otherwise paid or payable in accordance
with Section 2.1 to-the holders of Preferred Stoekpursuantto-suchShares as
a result of the liquidation, dissolution or winding up of the Corporation or
a Deemed Liquidation Event.

4.2

to-Seetion4-1-1+-Fractional Shares.

No fractional Common Shares shall be issued upon conversion of the Preferred
Shares. In lieu of any fractional shares to which the holder would otherwise be
entitled, the number of Common Shares to be issued upon conversion of the
Preferred Shares shall be rounded to the nearest whole share.

4.3 Mechanics of Conversion.

4.3.1 Notice of Conversion.

In order for a holder of Preferred SteckShares to voluntarily convert shares
of Preferred SteckShares into sharese£Common SteekShares, such holder
shall (a) provide written notice to the Corporation”'s transfer agent at the
office of the transfer agent for the Preferred SteekShares (or at the
principal office of the Corporation if the Corporation serves as its own
transfer agent) that suehthe holder elects to convert all or any number of
suehthe holder”'s shares—ef-Preferred SteekShares and, if applicable, any
event on which suehthe conversion is contingent and (b), if suehthe
holder's shares are certificated, surrender the certificate or certificates for

such—shares—ofthe Preferred SteekShares (or, if suchthe registered holder

37 Remove this sentence if the Class A Preferred Shares are not redeemable.
50 %Poviced Footnote* To-be-consistent with-this mode

27Canadian Version

Last Updated-Oetober2023Update: November 2020

WSLEGAL\058404\00011\12879685v7




-28 -

alleges that suchthe certificate has been lost, stolen or destroyed, a lost
certificate affidavit and agreement reasonably acceptable to the
Corporation to indemnify the Corporation against any claim that may be
made against the Corporation on account of the alleged loss, theft or
destruction of suehthe certificate), at the office of the transfer agent for the
Preferred SteekShares (or at the principal office of the Corporation if the
Corporation serves as its own transfer agent). Such notice shall state
suehthe holder’'s name or the names of the nominees in which suehthe
holder wishes the shares-ef-Common SteckShares to be issued. If required
by the Corporation, any certificates surrendered for conversion shall be
endorsed or accompanied by a written instrument or instruments of
transfer, in form satisfactory to the Corporation, duly exeeutedsigned by

close of business on the date of receipt by the transfer agent (or by the
Corporation if the Corporation serves as its own transfer agent) of such
notice and, if applicable, certificates (or lost certificate affidavit and
agreement) shall be the time of conversion (the <"Conversion Time”"),
and the shares—of-Common SteckShares issuable upon conversion of the
specified shares shall be deemed to be outstanding of record as of suehthat
date. The Corporation shall, as soon as practicable after the Conversion
Time (i) [issue and deliver to suehthe holder of Preferred SteekShares, or
to his, her or its nominees, a certificate or certificates for the number of
full shares—ef-Common SteckShares issuable upon such conversion in
accordance with thethese provisions hereef-and a certificate for the number
(if any) of the—shares—ofPreferred SteckShares represented by the
surrendered certificate that were not converted into Common
SteekShares]***%, and (ii) pay all declared but unpaid dividends on the
shares-of Preferred SteekShares converted.

4.3.2 Reservation of Shares.

The Corporation shall at all times when the-Preferred Steekshati-beShares
are outstanding, but only if the authorized number of Common Shares that
the Corporation may issue is not unlimited, reserve and keep available out
of its authorized but unissued eapital-stockshares, for the purpose of
effecting the conversion of the Preferred SteekShares, such number of its
duly authorized shares—ef-Common SteckShares as shaltare from time to
time be-sufficient to effect the conversion of all outstanding Preferred
SteekShares; and if at any time the number of authorized but unissued
shares—of-Common Steek—shalShares is not—be sufficient to effect the

§JrfiFor uncertificated shares-6f-Common SteekShares, use the following for (i): “issue and deliver to suehg holder of Class A Preferred
S%eekm, or to suelﬁkhelder—’shis, her or its nominees, a notice of issuance of uncertificated shares and may, upon written request, issue
and deliver a certificate for the number of full shares-6f-Common SteckShares issuable upon such conversion in accordance with thethese
provisions-hereof and, may, if applicable and upon written request, issue and deliver a certificate for the number (if any) of the shares

ofClass A Preferred StoekShares represented by any surrendered certificate that were not converted into Common SteekShares,”
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conversion of all then outstanding shares-ofthe-Preferred SteekShares, the
Corporation shall take suehthe necessary corporate action as—may—be
neeessary—to Increase its authorized but unissued shares—ef—Common
SteekShares to suehthe sufficient number of shares-as-shatl-be-sufficient for
such purposes, including, without limitation, engaging in best efforts to
obtain the requisite s{eekheldershareholder approval of any necessary

4.3.3 Effect of Conversion.

All shares-of-Preferred Stock—which-shall-have-beenShares duly surrendered
for conversion as—herein—provided—shaliwill no longer be deemed to be
outstanding and all rights with respect to such shares shatiwill immediately
cease and terminate at the Conversion Time, except only the right of
thetheir holders thereef—to receive—shares—of Common SteekShares in
exchange therefor, and to receive payment of any dividends declared but
unpaid thereonon the Preferred Shares.*

4.3.4 No Further Adjustment.

Upon any such conversion, no adjustment to the Conversion Price shall be
made for any declared but unpaid dividends on the Preferred SteckShares
surrendered for conversion or on the Common SteekShares delivered upon
conversion.

39 . . . I . .. .
In most cases, the number of common shares of Canadian corporations is unlimited, and so this provision would not be required. However,

parties more familiar with Delaware companies may prefer to see this provision in the unlikely case a cap is ever placed on the authorized
number of common shares. In the Charter of Delaware companies, this provision would also typically address certain matters relating to the par
value of shares. As the CBCA and the corporate law of most provinces do not permit shares being issued with a par value, a similar provision is
not required.

52 .
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4.4 Adjustments to Preferred-SteekConversion Price for Diluting Issues.

4.4.1 Special Definitions.-Eerpurposes-of-this-Article Fourth-the

The following definitions shall apply:

“Option” means rights, options or warrants to subscribe for,
purchase or otherwise acquire Common Shares or Convertible
Securities.

“Convertible Securities” means any evidences of indebtedness,
shares or other securities directly or indirectly convertible into or
exchangeable for Common Shares, but excluding Options.

fa)~"Additional Shares-ef-Commen-Steck”" means all shares—of
Common—Steck>Common Shares issued (or, pursuant to Section
4.4.3 below, deemed to be issued) by the Corporation after the
Original Issue Date-(as-defined-belowy, other than (1) the following
shares—of—Common SteekShares and (2)—shares—of Common
SteekShares deemed issued pursuant to the following Options and
Convertible Securities (clauses (1) and (2), -collectively,
“"Exempted Securities>"):

; Lo ;..! | or distributi
Hvvidend ble s .E .]E]..’ ]g
ermathersluseror oo olaton]on

(1) Common Shares, Options or Convertible Securities issued
as a dividend or distribution on Preferred Shares;

(11) shares—of—-Common SteckShares, Options or Convertible
Securities issued by reason of a dividend, steekshare split,
split-up or other distribution on shares—ef—Common
SteekShares that is covered by SeetienSections 4.5, 4.6, 4.7
or4.8;

(ii1) Common Shares or Options issued to employees or
directors of, or consultants or advisors to, the Corporation
or any of its subsidiaries pursuant to a plan, agreement or
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arrangement approved by the Board of Directors of the
Corporation [, including the approval of the Preferred
Directors][, including the approval of at least one Preferred
Director];* [or]

Common Shares or Convertible Securities actually issued
upon the exercise of Options or Common Shares actually
1ssued upon the conversion or exchange of Convertible
Securities, in _each case provided such issuance is in
accordance with the terms of such Option or Convertible
Security[.][; or]

(i)—fshares—eof —[Common SteekShares, Options or

Convertible Securities issued to banks, equipment lessors
or other financial institutions, or to real property lessors,
pursuant-teunder a debt financing, equipment leasing or real
or immovable property leasing transaction fapproved by the
ReguisiteBoard of Directors of the Corporation [, including
the approval of Preferred Directors][, including the
approval of at least one Preferred Director] [that do not
exceed an aggregate of | | shares—ef—Common
SteekShares (including shares underlying (directly or

indirectly) any such Options or Convertible Securities)]:][.]

(vi)

[shares—of-Common SteckShares, Options or Convertible
Securities issued to suppliers or third party service
providers in connection with the provision of goods or
services pursuant to transactions fapproved by the Reguisite

40 Consider whether it would be appropriate to include a hard cap on the number of shares issuable under equity incentive plans that do not

trigger anti-dilution adjustments.
%P arricad
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Direetors}-Board of Directors of the Corporation [, including
the approval of the Preferred Directors][, including the
approval of at least one Preferred Director][that do not
exceed an aggregate of | | shares—ef—Common
SteekShares (including shares underlying (directly or
indirectly) any such Options or Convertible
Securities)]][.][; or]

(vil)  [shares—ef~Common SteckShares, Options or Convertible
Securities issued as acquisition consideration pursuant-tein
connection with the acquisition of another corporation by
the Corporation by mergeramalgamation, purchase of
substantially all of the assets or other reorganization or to a
joint venture agreementf, provided that such issuances are
fapproved by the RegquisiteBoard of Directors_of the
Corporation[, including the approval of Preferred
Directors][, including the approval of [at least one]
Preferred Director] [that do not exceed an aggregate of
[ ]| shares—eof Common—StockCommon Shares
(including shares underlying (directly or indirectly) any
such Options or Convertible Securities)]:][.] [e+}

) ) ) ith-a-Oualified
PO;H or]

(viil) () —fshares—ef—[Common SteekShares, Options or

~ Convertible Securities issued in connection with sponsored
research, collaboration, technology license, development,
OEM, marketing or other similar agreements or strategic
partnerships fapproved by the ReguisiteBoard of Directors
of the Corporation[, including the approval of Preferred
Directors][, including the approval of at least one Preferred
Director] [that do not exceed an aggregate of [ ]
shares-of Common SteekShares (including shares underlying
(Meeﬂy—er—mdﬂceeﬂﬁ—aﬂy—saeh—gp&eﬂs—er—eeﬂvemble
SeeutittesH-

hy——"Convertible Securities” mcans any cvidences of indebtedness,
shares-or-otherseeurities-directly or indirectly-eenvertible-inte

ot-exchangeablefor Common-Stoelbut-exeluding) any such
Options:

for—=Optien"meansany
purchase or otherwise gequire Common Stoek or Convertible

Securities-
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4.4.2 No Adjustment of Preferred-Steek-Conversion Price.

No adjustment in the Conversion Price efany-series-of Preferred-Stoek-shall

be made as the result of the issuance or deemed issuance of Additional
Shares-ef-Commeon-Stock if the Corporation receives written notice from

fthe Requisite Holders}-fthe-holders—of fa-majority}-of the-then-outstanding
shares—of such-series—of Preferred-Stoek]; agreeing that no such adjustment

shall be made as the result of the issuance or deemed issuance of such
Additional Shares-ef-Common-Stock.

4.4.3 Deemed Issue of Additional Sharese£Common SteckShares.

(a) If the Corporation at any time or from time to time after the
Original Issue Date shall-issue—anyissues Options or Convertible
Securities (excluding Options or Convertible Securities which are
themselves Exempted Securities) or shat-fixfixes a record date for
the determination of holders of any class of securities entitled to
receive any such Options or Convertible Securities, then the
maximum number of shares-ef Common SteckShares (as set forth in
the instrument relating thereto, assuming the satisfaction of any
conditions to exercisability, convertibility or exchangeability but
without regard to any previsien-contained-thereinof its provisions for
a subsequent adjustment of such number) issuable upon the
exercise of such Options or, in the case of Convertible Securities
and Options therefor, the conversion or exchange of such
Convertible Securities, shalwill be deemed to be Additional Shares
of Common-Stock-issued as of the time of such issue or, in case such
a record date shal-havehas been fixed, as of the close of business
on suehthe record date.

(b) If the terms of any Option or Convertible Security, the issuance of
which resulted in an adjustment to the Conversion Price ef-any
series-of Preferred-Stockpursuant-teunder the terms of Section 4.4.4,
are revised as a result of an amendment to such terms or any other
adjustment pursuant—teunder the provisions of such Option or
Convertible Security (but excluding automatic adjustments to such
terms pursuant to anti-dilution or similar provisions of such Option
or Convertible Security)***! to provide for either (1) any increase or

55_*Mew Footnote*Should-tie-to-the-mostrecentseries-of Preferred-
5641 - The reason for this parenthetical is that an automatic change in another security pursuant to its anti-dilution provisions would cause an
automatic adjustment pursuant to this provision. If the adjustment pursuant to this provision then causes another automatic change in the other
security, it is possible that the second change in the other security can cause a second change pursuant to this provision, which causes a third
change to the other security and then a third adjustment pursuant to this provision, and on and on. This form does not provide for adjustment to
the Class A Conversion Price as a result of anti-dilution adjustments to the terms of Options or Convertible Securities, because of the
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decrease in the number of shares-ef-Common SteckShares issuable
upon the exercise, conversion and/or exchange of any such Option
or Convertible Security or (2) any increase or decrease in the
consideration payable to the Corporation upon such exercise,
conversion and/or exchange, then, effective upon such increase or
decrease becoming effective, the Conversion Price-efsuchseries-of
Preferred-Steek computed upon the original issue of saehthe Option
or Convertible Security (or upon the occurrence of a record date
with respect thereto) shall be readjusted to suehthe Conversion
Pricefor such-series-of Preferred-Stock as would have obtained had
such revised terms been in effect upon the original date of issuance
of suehthe Option or Convertible Security. Notwithstanding the
foregoing, no readjustment pursuant-tounder this Seetion4-4-2clause

(b) shall have-the-effeet-of-inereasingincrease the Conversion Price

applicable-to-aseries-of Preferred-Steekto an amount which exceeds
the lower of (i) the Conversion Price—for-such—series—of Preferred

Steek in effect immediately priertebefore the original adjustment
made as a result of the issuance of suehthe Option or Convertible
Security, or (ii) the Conversion Price—fersuch-series—of Preferred
Steek that would have resulted from any issuances of Additional
Shares ef Cemmon—Stock—(other than deemed issuances of
Additional Shares ef-Common-Steek-as a result of the issuance of
suehthe Option or Convertible Security) between the original
adjustment date and such readjustment date.

(c) If the terms of any Option or Convertible Security (excluding
Options or Convertible Securities which are themselves Exempted
Securities), the issuance of which did not result in an adjustment to
the Conversion Price ef-a-series—of Preferred-Stock—pursuant—to—the
terms—ofunder Section 4.4.4 (either because the consideration per
share (determined pursuant-toin accordance with Section 4.4.5) of
the Additional Shares-efCommon-Stock subject thereto was equal to
or greater than the appliecable-Conversion Price then in effect, or
because such Option or Convertible Security was issued before the
Original Issue Date), are revised after the Original Issue Date as a
result of an amendment to suehthe terms or any other adjustment
pursuant—to—the—provisions—ofunder such Option or Convertible
Security (but excluding automatic adjustments to such terms
pursuant to anti-dilution or similar provisions of suehthe Option or
Convertible Security)***? to provide for either (1) any increase in

complexity involved in such calculations, and because the dilutive event triggering the adjustment to the terms of the Option or Convertible
Security would presumably also trigger an adjustment to the Class A Conversion Price under the terms of Section 4.4.4 (thus obviating the need
to provide for an adjustment to the Class A Conversion Price as a result of an anti-dilution adjustment to the terms of the Option or Convertible

Security).
+ Se%feeﬁmt%éafe&a&@ep%&n&ﬁe&eﬁﬁﬁs—p&renmeﬁe&k“ The reason for this parenthetical is that an automatic change

in another security under its anti-dilution provisions would cause an automatic adjustment under this provision. If the adjustment under this
provision then causes another automatic change in the other security, it is possible that the second change in the other security can cause a
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the number of shares—ef-Common SteckShares issuable upon the
exercise, conversion or exchange of any such Option or
Convertible Security or (2) any decrease in the consideration
payable to the Corporation upon such exercise, conversion or
exchange, then suehthe Option or Convertible Security, as so
amended or adjusted, and the Additional Shares ef Commen-Stock
subject thereto (determined in the manner provided in Section
4.4.3(a) shatlwill be deemed to have been issued effective upon
suehthe increase or decrease becoming effective.

(d) Upon the expiration or termination of any unexercised Option or
unconverted or unexchanged Convertible Security (or portion
thereof) which resulted (either upon its original issuance or upon a
revision of its terms) in an adjustment to the Conversion Price of
any—series—of Preferred-Stock—pursuant—to-theterms—ofunder Section
4.4.4, the Conversion Price efsuchseries-ofPreferred-Stoek-shall be
readjusted to such Conversion Price-fersuchseries-of Preferred-Steck
as would have obtained had such Option or Convertible Security
(or portion thereof) never been issued.

(e) If the number of shares-ef Common SteckShares issuable upon the
exercise, conversion and/or exchange of any Option or Convertible
Security, or the consideration payable to the Corporation upon
such exercise, conversion and/or exchange, is calculable at the
time suehthe Option or Convertible Security is issued or amended
but is petentiatiy—subject to adjustment based upon subsequent
events, any adjustment to the Conversion Price ef-a—series—of
Preferred—Steck—provided for inunder this Section 4.4.3 shall be
effected at the time of suchthe issuance or amendment based on
such number of shares or amount of consideration without regard
to any provisions for subsequent adjustments (and any subsequent
adjustments shall be treated as provided in clauses (b) and (c) of
this Section 4.4.3). If the number of shares-e£ Common SteckShares
issuable upon the exercise, conversion and/or exchange of any
Option or Convertible Security, or the consideration payable to the
Corporation upon such exercise, conversion and/or exchange,
cannot be calculated at all at the time suehthe Option or
Convertible Security is issued or amended, any adjustment to the
Conversion Price-ef-a—series—of Preferred-Stock that would result
under the terms of this Section 4.4.3 at the time of suchthe issuance
or amendment shall instead be effected at the time such number of

second change under this provision, which causes a third change to the other security and then a third adjustment under this provision, and on
and on. This form does not provide for adjustment to the Class A Conversion Price as a result of anti-dilution adjustments to the terms of
Options or Convertible Securities, because of the complexity involved in such calculations, and because the dilutive event triggering the
adjustment to the terms of the Option or Convertible Security would presumably also trigger an adjustment to the Class A Conversion Price
under the terms Section 4.4.4 (thus obviating the need to provide for an adjustment to the Class A Conversion Price as a result of an
anti-dilution adjustment to the terms of the Option or Convertible Security).
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shares and/or amount of consideration is first calculable (even if
subject to subsequent adjustments), assuming for purposes of
calculating suehthe adjustment to the Conversion Price for—such
series—of Preferred-Stoek-that suehthe issuance or amendment took
place at the time such calculatlon eaﬂcould first be made —athe

[Use the following Section 4.4.4 if the terms sheet calls for a broad-based weighted
average anti-dilution provision|

4.4.4 Adjustment of Conversion Price Upon Issuance of Additional Shares—ef
Common-Stock. % In-the-event

If the Corporation-skall, at any time after the Original Issue Date-issue,
issues Additional Shares-ef-Cemmen-Stoek (including Additional Shares of
Commeon—Steck—deemed to be issued pursuant—teunder Section 4.4.3),
without consideration or for a consideration per share less than the
Conversion Price-ef-a-series-of Preferred-Stock in effect immediately prior
tebefore such issuance-or-deemed-issuaneeissue, then the Conversion Price
for such-seriesof Preferred-Stoek-shall be reduced, concurrently with such
issue, to a price (calculated to the nearest [one-hundredth of a cent])
determined in accordance with the following formula:

CP2=CP1* (A+B) /<~ (A+C).
For purposes of the foregoing formula, the following definitions shall
apply:

(a) “"CP,>—shatl-mean" means the Conversion Price efsueh-series—of
Preferred-Stoek-in effect immediately after such issuance-or deemed
issuaneelissue of Additional Shares-efCemmon-Stock:

58 43 " This Seetionsection represents a typical “broad-based weighted average” anti-dilution provision. Broad-based anti-dilution is more

founder-friendly than a “narrow-based” anti-dilution formula. Whether an anti- dilution provision is broad or narrow is determined by how
broad or narrow is the formula (set forth in clause (c) of this Seetiensection) for calculating the number of outstanding shares-o£-Common
SteekShares. An even broader formula would include in that calculation all shares reserved under sto€kshare plans, whether or not subject to

outstanding options (on the theory that those shares are generally included when translating the “pre-money valuation” agreed between the
Corporation and the investors to a per share purchase price for the financing). In contrast, a narrower formula might include in the calculation

of outstanding shares only those shares—ef—Common SteekShares that are actually outstanding (i.e., excluding shares—ef-Common

SteekShares issuable on conversion of options, warrants and, potentially, even the Preferred SteekShares itself). While narrow-based
anti-dilution formulas are more investor-friendly, the most investor-friendly category of anti-dilution protection is a “full ratchet” anti-dilution.
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(b) “"CP>shallmean" means the Conversion Price efsueh—series—of
Preferred-Stoek-in effect immediately priortobefore such issuance-or
deemed-issuanceissue of Additional Shares-efCommeon-Stock;

(©) “"A” shall—mean" means the number of shares—ef—Common
SteckShares outstanding immediately prier—tobefore such
issuaneeissue or deemed issuaneeissue of Additional Shares—ef
Cemmen-Stock (treating for this purpose as outstanding all shares-of
Common SteekShares issuable upon exercise of Options
outstanding immediately prior—tebefore such issuaneeissue or
deemed issuaneeissue or upon conversion or exchange of
Convertible Securities (including the Preferred SteekShares)
outstanding (assuming exercise of any outstanding Options
therefor) immediately priertobefore such issue);

(d) “"B” shall—mean" means the number of shares—ef—Common
SteckShares that would have been issued if such Additional Shares
of Commen-Steek-had been issued or deemed issued at a price per
share equal to CP1 (determined by dividing the aggregate
consideration received by the Corporation in respect of such issue
by CP1); and

(e) “"C2-shall-wean”" means the number of sueh-Additional Shares-ef
Commen-Steck issued in such transaction.

[Use the following Section 4.4.4 if the term sheet calls for a full ratchet anti-dilution
provision]

4.4.4 Adjustment of Conversion Price Upon Issuance of Additional Shares—ef
Common StockInthe event.

If the Corporation, at any time after the Original Issue Date [and prior to
[specify end date if one was negotiated]], issues Additional Shares ef
Commeon-Steek-(including Additional Shares ef Commen-Steck-deemed to
be issued pursuanttounder Section 4.4.3), without consideration or for a

consideration per share less than the applicable Conversion Price—ef-a
series—of Preferred—Steck in effect immediately prier—tobefore such
issuaneeissue or deemed issuaneeissue, then the Conversion Price efsuch
series-of Preferred-Steek-shall be reduced, concurrently with sueh-issuancethe
issue or deemed issuaneeissue, to the consideration per share received by
the Corporation for such issue or deemed issue of the Additional Shares-ef
Commeon-Steek; provided that if suehthe issuance or deemed issuance was
without consideration, then the Corporation shalwill be deemed to have
received an aggregate of [$.001] of consideration for all such Additional
Shares-ef Commeon-Stoek issued or deemed to be issued.
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4.4.5 Determination of Consideration.

For purposes of this Section 4.4, the consideration received by the
Corporation for the issuanceissue or deemed issuanceissue of any
Additional Shares ef Commeon-Steck-shall be computed as follows:

(a)

(b)

WSLEGAL\058404\00011\12879685v7

Cash and Property. Such consideration shall:

(1)

(ii)

(iii)

insefar-asif it consists of cash, be computed at the aggregate
amount of cash received by the Corporation, excluding
amounts paid or payable for accrued interest;

insefar—asif it consists of property other than cash, be
computed at theits fair market value thereof-at the time of
such issue, as determined in good faith by the Board of
Directors of the Corporation; and

in-the-eventif Additional Shares ef Commen-Steek-are issued
together with other shares or securities or other assets of
the Corporation for consideration which covers both, be the
proportion of such consideration so received, computed as
provided in clauses (i) and (ii) above, as determined in
good faith by the Board of Directors_of the Corporation.

Options and Convertible Securities. The consideration per share

received by the Corporation for Additional Shares ef Commeon-Steck
deemed to have been issued pursuant-teunder Section 4.4.3, relating
to Options and Convertible Securities, shall be determined by
dividing:

(1)

(i)

The total amount, if any, received or receivable by the
Corporation as consideration for the issue of such Options
or Convertible Securities, plus the minimum aggregate
amount of additional consideration (as set forth in the
instruments relating thereto, without regard to any of its
provision eentained-therein—for a subsequent adjustment of
such consideration) payable to the Corporation upon the
exercise of such Options or the conversion or exchange of
such Convertible Securities, or in the case of Options for
Convertible Securities, the exercise of suehthe Options for
Convertible Securities and the conversion or exchange of
suehthe Convertible Securities, by

the maximum number of shares-ef Common SteckShares (as
set forth in the instruments relating thereto, without regard
to any provision contained therein for a subsequent
adjustment of such number) issuable upon the exercise of
such Options or the conversion or exchange of such
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Convertible Securities, or in the case of Options for
Convertible Securities, the exercise of saehthe Options for
Convertible Securities and the conversion or exchange of
suehthe Convertible Securities.

4.4.6 Multiple Closing Dates.tn-the-event

If the Corporation shal—issueissues on more than one date Additional
Shares ef-Commen-Steek-that are a part of one transaction or a series of
related transactions and that would result in an adjustment to the
Conversion Price efa-series-of Preferred-Stockpursuant-to-the-terms-efunder
Section 4.4.4[, and such issuance dates occur within a period of no more
than [+8090] days from the first such-issuance to the final-sueh issuance,]
then, upon the final sueh-issuance, the Conversion Price fersuch-series—of
Preferred-Steek-shall be readjusted to give effect to all such issuances as if
they occurred on the date of the first sueh-issuance (and without giving
effect to any additional adjustments as a result of any sueh-subsequent
issuances within such period).

4.5 Adjustment for SteekShare Splits and Combinations.>***

If the Corporation-shali, at any time or from time to time after the Original Issue
Date-effect-a-subdivision-of, subdivides the outstanding Common SteckShares, the
Conversion Price ef-each—series—of PreferredSteek-in effect immediately before
thatthe subdivision shall be proportionately decreased so that the number of shares
of-Common SteekShares issuable on conversion of each share of such seriesclass
shall be increased in proportion to suehthe increase in the aggregate number of
shares-of Common SteekShares outstanding. If the Corporation-shalt, at any time or
from time to time after the Original Issue Date-cembine, combines the outstanding
shares—of-Common SteckShares, the Conversion Price-efeachseries—of Preferred
Steek in effect immediately before the combination shall be proportionately
increased so that the number of shares—ef-Common SteckShares issuable on
conversion of each share of such seriesclass shall be decreased in proportion to
suehthe decrease in the aggregate number of shares—ef-Common SteekShares
outstanding. Any adjustment under this Seetien4-5section shall become effective
at the close of business on the date the subdivision or combination becomes
effective.

4.6 Adjustment for Certain Dividends and Distributions.ta-the-event

If the Corporation, at any time or from time to time after the Original Issue Date
shatl-make, makes or issueissues, or fixfixes a record date for the determination of
holders of Common SteckShares entitled to receive, a dividend or other

044 " This Section and the Sections that follow do not provide for any adjustment to the Class A Conversion Price in the event of steekshare

splits, etc. affecting the Class A Preferred StoekShares, because those adjustments are covered by the definition of Class A Original Issue
Price, which automatically adjusts the numerator of the conversion ratio.
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distribution payable on the Common SteekShares in additional shares-e£Common
SteekShares, then and in each such event the Conversion Price-ef-eachseries—of
Preferred-Stock in effect immediately before such event shall be decreased as of
the time of suehthe issuance or, in-the-eventif such a record date shalt-have-beenis
fixed, as of the close of business on suehthe record date, by multiplying the
Conversion Price-of eachsuch series-of Preferred-Stoek then in effect by a fraction:

4.6.1 (H-the numerator of which shati-beis the total number of shares-efCommon
SteekShares issued and outstanding immediately priertobefore the time of
such issuance or the close of business on such record date, and

4.6.2 {2)the denominator of which shalbeis the total number of shares—of

Common SteekShares issued and outstanding immediately prier—tebefore
the time of such issuance or the close of business on such record date plus
the number of shares-o£ Common SteckShares issuable in payment of such
dividend or distribution.

Notwithstanding the foregoing, (a) if such record date shal-have-beenis fixed and
suehthe dividend is not fully paid or if suehthe distribution is not fully made on the
date fixed therefor, the Conversion Price of-each-series-of Preferred-Stock-shall be
recomputed accordingly as of the close of business on suechthe record date and
thereafter the Conversion Price ef-each-series—of Preferred-Stock-shall be adjusted
pursuant to this Seetion—4-6section as of the time of actual payment of such
dividends or distributions; and (b) no such adjustment shall be made if the holders
of such-series-of Preferred SteckShares simultaneously receive a dividend or other
distribution of shares-e£ Common SteckShares in a number equal to the number of
shares—of-Common SteekShares as they would have received if all outstanding
shares-of such-series—of-Preferred SteekShares had been converted into Common
SteekShares on the date of such event.

Adjustments for Other Dividends and Distributions.Ja-the-event

If the Corporation, at any time or from time to time after the Original Issue Date
shall-make, makes or issueissues, or fixfixes a record date for the determination of
holders of Common SteckShares entitled to receive, a dividend or other
distribution payable in securities of the Corporation (other than a distribution of
shares—of—-Common SteckShares in respect of outstanding shares—ef~Common
SteekShares) or in other property and the-provisiens-ef-Section 1 dedoes not apply
to such dividend or distribution, then and in each such event the holders of
Preferred SteekShares shall receive, simultaneously with the distribution to the
holders of Common SteckShares, a dividend or other distribution of such
securities or other property in an amount equal to the amount of suehthe securities
or other property as they would have received if all outstanding shares-of Preferred
SteekShares had been converted into Common SteckShares on the date of such
event.®%

-~ Alternative provision: add the following after “in each such event” in place of the current text — “provision shall be made so that the
holders of theClass A Preferred StoekShares shall receive upon conversion thereof, in addition to the number of shares—ef-Common
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4.8 Adjustment for MerserAmalgamation or Reorganization, etc.

Subject to theprevisions—of-Section 2.3, if-there-shall-ecewr any reorganization,
recapitalization, reclassification, consolidation or mergeramalgamation occurs
involving the Corporation in which the Common SteekShares (but not the
Preferred SteekShares) is converted into or exchanged for securities, cash or other
property (other than a transaction covered by Sections 4.4, 4.6 or 4.7), then,
following any such reorganization, recapitalization, reclassification, consolidation
or mergeramalgamation, each share—of-Preferred SteckShare shall thereafter be
convertible in lieu of the Common SteekShares into which it was convertible prier
tebefore such event into the kind and amount of securities, cash or other property
which a holder of the number of shares—of—Common SteckShares of the
Corporation issuable upon conversion of one share-ef-such-Preferred SteekShare
immediately priertobefore such reorganization, recapitalization, reclassification,
consolidation or mergeramalgamation would have been entitled to receive
pursuant to such transaction; and, in such case, appropriate adjustment (as
determined in good faith by the Board of Directors of the Corporation) shall be
made in the application of the-previsions-in-this Section 4 with respect to the rights
and interests thereafter of the holders of the-Preferred SteekShares, to the end that
the—provisions—setforth—in—this Section 4 (including provisions with respect to
changes in and other adjustments of the Conversion Price-efeachseries-of Preferred
Steek) shall thereafter be applicable, as nearly as reasonably may be, in relation to
any securities or other property thereafter deliverable upon the conversion of the
Preferred SteekShares.[For the avoidance of doubt, nothing in this Section 4.8
prevents the holders of Preferred Shares from seeking any dissent rights to which
they are otherwise entitled under law in connection with an amalgamation
triggering an adjustment, nor is this Section 4.8 conclusive evidence of the fair
value of the Preferred Shares in any such dissent-right proceeding.®']

holders of theClass A Preferred StoekShares shall receive upon conversion thereof, in addition to the number of shares—ef-Common
StoekShares receivable thereupon, the kind and amount of securities of the Corporation, cash or other property which they would have been
entitled to receive had the Class A Preferred StoekShares been converted into Common SteekShares on the date of such event and had they

thereafter, during the period from the date of such event to and including the conversion date, retained such securities receivable by them as
aforesaid during such period, giving application to all adjustments called for during such period under this paragraph with respect to the rights

of the holders of theClass A Preferred StoekShares; provided, however, that no such provision shall be made if the holders of Class A
Preferred StoekShares receive, simultaneously with the distribution to the holders of Common S%eekShares, a dividend or other distribution

of such securities, cash or other property in an amount equal to the amount of such securities, cash or other property as they would have
received if all outstanding shares—ofClass A Preferred StoekShares had been converted into Common SteekShares on the date of such

2
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4.9 Certificate as to Adjustments.

Upon the occurrence of each adjustment or readjustment of the Conversion Price
of a-series-of Preferred-Stockpursuant-tounder this Section 4, the Corporation at its
expense shall, as promptly as reasonably practicable but in any event not later
than ter[10] days thereafter, compute such adjustment or readjustment in
accordance with the terms hereof and furnish to each holder of sueh-—series—of
Preferred SteekShares a certificate setting forth such adjustment or readjustment
(including the kind and amount of securities, cash or other property into which
sueh-series-ofthe Preferred SteekisShares are convertible) and showing in detail the
facts upon which such adjustment or readjustment is based. The Corporation
shall, as promptly as reasonably practicable after the written request at any time of
any holder of Preferred SteekShares (but in any event not later than [10] days
thereafter), furnish or cause to be furnished to suehthe holder a certificate setting
forth (i) the Conversion Price then in effect-foreachseries-of Preferred-Stock-held-by
such-holder, and (i1) the number of shares-o£ Common SteckShares and the amount,
if any, of other securities, cash or property which then would be received upon the
conversion of each-such-series-of Preferred SteekShares.

4.10 Notice of Record Date.

In the event:

(a) the Corporation shal—taketakes a record of the holders of its
Common SteekShares (or other eapital-stoekshares or securities at
the time issuable upon conversion of the Preferred SteekShares) for
the purpose of entitling or enabling them to receive any dividend or
other distribution, or to receive any right to subscribe for or
purchase any shares of eapital-steek—of-any class or series—er-any
other securities, or to receive any other security; or

(b) of any capital reorganization of the Corporation, any
reclassification of the Common SteekShares of the Corporation, or
any Deemed Liquidation Event; or

(©) of the voluntary or involuntary dissolution, liquidation or
winding-up of the Corporation,
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then, and in each such case, the Corporation will send or cause to be sent to the
holders of-the Preferred SteckShares a notice specifying, as the case may be, (i) the
record date for such dividend, distribution or right, and the amount and character
of such dividend, distribution or right, or (ii) the effective date on which such
reorganization, reclassification, consolidation, mergeramalgamation, transfer,
dissolution, liquidation or winding-up is proposed to take place, and the time, if
any is to be fixed, as of which the holders of record of Common SteckShares (or
sueh-other-eapital-steck-or securities at the time issuable upon the conversion of the
Preferred Steek)-shall-beShares) are entitled to exchange their shares-ef-Common
SteekShares (or sueh—other—eapital—stoek—or securities) for securities or other
property deliverable upon such reorganization, reclassification, consolidation,
mergeramalgamation, transfer, dissolution, liquidation or winding-up, and the
amount per share and character of such exchange applicable to the Preferred
SteekShares and the Common SteckShares. Such notice shall be sent at least [10]
days prior to the record date or effective date for the event specified in suehthe
notice.

5. Mandatory Conversion.

5.1 Trigger Events.—AH-outstanding—shares—ofPreferred—Stock shallautomatically—be

a—FHHmmediatelyprierteUpon either (a) the closing of the sale of shares-of
Common SteckShares to the public fat a price of at least $[ ] per share

(subject to appropriate adjustment in the event of any steckshare dividend,
stockshare split, combination or other similar recapitalization with respect to the
Common SteekShares)}, in a firm-commitment underwritten® public offering
pursuant to an effective registration statement under the Securities Act of 1933, as
amended, and/or a prospectus filed with a securities commission or authority in
any of the provinces or territories of Canada resulting in at least $[ ] of
[gross] proceeds [, net of the underwriting discount and commissions,] to the
Corporation and in connection with such offering the shares—ef—Common
SteekShares are listed for trading on the Nasdaq Stock Market's National Market,
the New York Stock Exchange, the Toronto Stock Exchange or another exchange

or marketplace approved by the [Requisite DirectorsHa—Qualified HPO™);
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H@—a{—aﬁy—ﬁm&eﬁBoard of Dlrectors[ 1nclud1ng the ﬁfst—éay pproval

of tradingH{a"Qualified Direet Listing )" and

tb)y-[at least one] Preferred Director] or (b) the date and time, or—upen the
occurrence of an event, specified by vote or written consent of the Requisite
Holders (the time of such closing or the date and time specified or the time of the
event specified in such vote or written consent is referred to in the Articles as the
"Mandatory Conversion Time"), then (i) all outstanding Preferred Shares shall
automatically be converted into Common Shares, at the then effective conversion
rate as calculated pursuant to Section 4.1.1. and (ii) such shares may not be
reissued by the Corporation. ¢

Procedural Requirements.

All holders of record of shares—of-Preferred Steck—(or—the—apphlicable—series
thereef)Shares shall be sent written notice of the Mandatory Conversion Time and

the place designated for mandatory conversion of all such-shares-of Preferred Steek
pursuwant-toShares under this Section 5. Such notice need not be sent in advance of
the occurrence of the Mandatory Conversion Time. Upon receipt of such notice,
each holder of shares—of-Preferred Steck—being—converted-that-holds—such-shares—of
Preferred-StockShares in certificated form shall surrender his, her or its certificate
or certificates for all sueh-sharesPreferred Shares (or, if such holder alleges that
such certificate has been lost, stolen or destroyed, a lost certificate affidavit and
agreement reasonably acceptable to the Corporation to indemnify the Corporation
against any claim that may be made against the Corporation on account of the
alleged loss, theft or destruction of such certificate) to the Corporation at the place
designated in suehthe notice. If so required by the Corporation, any certificates
surrendered for conversion shall be endorsed or accompanied by written
instrument or instruments of transfer, in form satisfactory to the Corporation, duly
exeeutedsigned by the registered holder or by his, her or its attorney duly
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authorized in writing. All rights with respect to the Preferred SteekShares
converted pursuant—tounder Section 5.1, including the rights, if any, to receive
notices and vote (other than as a holder of Common SteckShares), will terminate
at the Mandatory Conversion Time (notwithstanding the failure of the holder or
holders thereof to surrender any certificates at or priertebefore such time), except
only the rights of the holders thereofof Preferred Shares, upon surrender of any
certificate or certificates of such holders (or lost certificate affidavit and
agreement) therefor, to receive the items provided for in the next sentence of this
Section 5.2. As soon as practicable after the Mandatory Conversion Time and, if
applicable, the surrender of any certificate or certificates (or lost certificate
affidavit and agreement) for Preferred SteekShares, the Corporation shall (a)
[issue and deliver to suehtheir holder, or to his, her or its nominees, a certificate or
certificates for the number of full shares-o£Common SteekShares issuable on sueh
conversion in accordance w1th thethese prov1mons4qeree£er—rssaeaﬂddeh¥er—teﬁteh

lqelceef—]““‘6 and (b) pay any declared but unpald d1V1dends on the sha#es—ef
Preferred SteekShares converted. The converted Preferred Shares shall be retired

and cancelled and may not be reissued as shares of such class, and the
Corporation may thereafter take such appropriate action (without the need for
shareholder action) as may be necessary to reduce the authorized number of
Preferred Shares accordingly.

[Use the following Section 5.4 if the Term Sheet calls for a pay-to-play provision where the
penalty is conversion into Common SteekShares. ]!

SA-5.A Special Mandatory Conversion.*

SAI-5.A.1  Trigger Event.dntheeventthat

If any holder of shares-ef Preferred SteckShares does not participate in a Qualified
Financing (as defined below) by purchasing in the aggregate, in suehthe Qualified
Financing and within the time period specified by the Corporation (provided that,
the Corporation has sent to each holder of Preferred SteekShares at least 10 days
written notice of, and the opportunity to purchase his, her or its Pro Rata Amount
(as defined below) of, the Qualified Financing), suehthe holder*'s Pro Rata

66_46 - For uncertificated shares-of-Common SteekShares, use the following for (a): “issue and deliver to such holder, or to his, her or its
nominees, a notice of issuance of uncertificated shares and may, upon written request, issue and deliver a certificate for the number of full

shares-ef-Common SteekShares issuable upon such conversion in accordance with thethese provisions-hereet:”.
67 47

— It is not uncommon for the conversion rate to be punitive such that each share-of Preferred StoekShare is converted into a lesser

number of shares—of-Common StoekShares. In these situations; Section 5.A.1 needs to be modified accordingly. In order to avoid the
punitive conversion, Preferred StoekholdersShareholders may have an incentive to voluntarily convert their Preferred Sto€kShares on a 1:1
basis prior to the automatic Special Mandatory Conversion. In order to avoid this outcome, consider prohibiting Section 4 optional conversion
during the pendency of any Special Mandatory Conversion; if only tied to milestones/tranching applicable to Purchasers under the Sto€kShare
Purchase Agreement consider including a covenant there as well.
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Amount, [then each-share] [then the Applicable Portion (as defined below) of the
shares]-of Preferred SteekShare[s] held by suehthe holder shall automatically, and
without any further action on the part of such holder, be converted into shares-of
Common SteekShares at the applieable-Conversion Price in effect immediately
priortebefore the eensummationcompletion of such Qualified Financing, effective
upon, subject to, and concurrently with, the eenswmmationcompletion of the
Qualified Financing. For purposes of determining the number of shares—of
Preferred SteekShares owned by a holder, and for determining the number of
Offered Securities (as defined below) a holder of Preferred SteekShares has
purchased in a Qualified Financing, all shares—ef-Preferred SteekShares held by
Affiliates (as defined below) of suehthe holder shall be aggregated with suehthe
holder>'s shares and all Offered Securities purchased by Affiliates of suchthe
holder shall be aggregated with the Offered Securities purchased by such holder
(provided that no shares or securities shall be attributed to more than one entity or
person within any such group of affiliated entities or persons). Such conversion is
referred to as a “"Special Mandatory Conversion.”*"*3

SA2-5.A.2  Procedural Requirements.

Upon a Special Mandatory Conversion, each holder of shares—efPreferred
SteekShares converted pursuant to Section 5A.1 shall be sent written notice of
such Special Mandatory Conversion and the place designated for mandatory
conversion of all such-shares—of Preferred Steek—pursuant—toShares under this
Section 5A. Upon receipt of such notice, each holder-efsuch-shares of Preferred
SteekShares in certificated form shall surrender his, her or its certificate or
certificates for all such shares (or, if such holder alleges that any such certificate
has been lost, stolen or destroyed, a lost certificate affidavit and agreement
reasonably acceptable to the Corporation to indemnify the Corporation against
any claim that may be made against the Corporation on account of the alleged
loss, theft or destruction of such certificate) to the Corporation at the place
designated in suehthe notice. If so required by the Corporation, any certificates
surrendered for conversion shall be endorsed or accompanied by written
instrument or instruments of transfer, in form satisfactory to the Corporation, duly
exeeutedsigned by the registered holder or by his, her or its attorney duly
authorized in writing. All rights with respect to the Preferred SteekShares
converted pursuant-tounder Section 5.A.1, including the rights, if any, to receive
notices and vote (other than as a holder of Common SteekShares), will terminate
at the time of the Special Mandatory Conversion (notwithstanding the failure of
the holder or holders thereof to surrender any certificates for such shares at or
prier-tebefore such time), except only the rights of the holders thereefof Preferred
Shares, upon surrender of any certificate or certificates of such holders
thereforthereof (or lost certificate affidavit and agreement), to receive the items
provided for in the next sentence of this Section 5.A.2- As soon as practicable

69_48 ° Careful consideration must be given to whether shares—6fClass A Preferred StoekShares converted upon a Special Mandatory

Conversion should lose the contractual rights provided under the various ancillary agreements typically involved in a Preferred StoekShares
financing (e.g., registration rights, pre-emptive rights, etc.).
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after the Special Mandatory Conversion and, if applicable, the surrender of any
certificate or certificates (or lost certificate affidavit and agreement) for Preferred
SteekShares so converted, the Corporation shall (a) [issue and deliver to such
holder, or to his, her or its nominees, a certificate or certificates for the number of
full shares—ef-Common SteckShares issuable on sueh-conversion in accordance
with thethese provisions-hereef]**° and (b) pay any declared but unpaid dividends
on the shares-of Preferred SteckShares converted [and (c) a new certificate for the
number-efshares, if any, of Preferred SteckShares represented by such surrendered
certificate and not converted purswant—tounder Section 5.A.1].” The converted
Preferred Shares shall be retired and cancelled and may not be reissued as shares
of such class, and the Corporation may thereafter take such appropriate action
(without the need for shareholder action) as may be necessary to reduce the
authorized number of Preferred Shares accordingly.*® 3!

5A3-5.A.3 Definitions.

For purposes of this Section 5A, the following definitions shall apply:

SA3+H—5A3.1 "Affiliate”shallmean" means, with respect to any holder of
shares—of Preferred StoekShares, any person, entity or firm which,
directly or indirectly, controls, is controlled by or is under common
control with such holder, including, without limitation, any entity of
which the holder is a partner or member, any partner, officer, director,
member or employee of such holder and any venture capital fund or
other investment fund now or hereafter existing of which the holder is
a partner or member which is controlled by or under common control
with one or more general partners, managing members or investment
advisors of such holder or shares the same management company or
investment advisor with such holder.

5A32-5.A.3.2 [“"Applicable Portion”—shall-mean" means, with respect to any
holder of shares—ofPreferred SteckShares, a number of shares—of
Preferred SteekShares calculated by multiplying the aggregate number
of shares—of Preferred SteekShares held by such holder immediately
prier—tebefore a Qualified Financing by a fraction, the numerator of
which is equal to the amount, if positive, by which such holder's Pro
Rata Amount exceeds the number of Offered Securities actually

m—iPor uncertificated shares-ef-Common SteekShares, use the following for (a): “issue and deliver to such holder, or to his, her or its
nominees, a notice of issuance of uncertificated shares and may, upon written request, issue and deliver a certificate for the number of full

shares-of-Common SteekShares issuable upon such conversion in accordance with thethese provisions-hereef”.
#.30 " Applicable only if proportional conversion is provided for by the EertifieateArticles of Incorporation.
7251 ~_ For uncertificated shares-of Common SteekShares, use the following for (c): “may, if applicable and upon written request, issue and

deliver a new certificate for the number of shares, if any, of Preferred Sto€kShares represented by such surrendered shares and not converted

pursuant-tounder Section SAL6.17-
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purchased by such holder in such Qualified Financing, and the
denominator of which is equal to such holder*'s Pro Rata Amount.]?*>?

SA33—=5A.33 "Offered Securities”—shall—mean" means the equity
securities of the Corporation set aside by the Board of Directors of the
Corporation for purchase by holders of outstanding shares-of-Preferred
SteekShares in connection with a Qualified Financing, and offered to
such holders.

5A34—*5A.34 "Pro Rata Amount’shallmean" means, with respect to any
holder of Preferred SteekShares, the lesser of (a) a number of Offered
Securities calculated by multiplying the aggregate number of Offered
Securities by a fraction, the numerator of which is equal to [the
number of shares-of Preferred SteekShares owned by such holder, and
the denominator of which is equal to the aggregate number of
outstanding shares—of Preferred SteekShares],”* or (b) the maximum
number of Offered Securities that such holder is permitted by the
Corporation to purchase in such Qualified Financing, after giving
effect to any cutbacks or limitations established by the Board of
Directors of the Corporation and applied on a pro rata basis to all
holders of Preferred SteekShares.

SA35—5.A.3.5 "Qualified Financing”shall-mean" means any transaction
involving the issuance or sale of Additional Shares ef-Commen-Steek
after the Original Issue Date [that would resultinatleast$ ~ in

gross proceeds to the Corporatlon— [1nc1ud1ng%&eeladmg}—pfeeeeds

conversion of any outstanding debt] [excluding amounts upon the
conversion of any outstanding debt] [and the reduction of the

Conversion Price ef-any-series-of Preferred-Steck-pursuant to the terms

of this-Certifieate-of Incorporationthe Articles (without giving effect to
the operation of Section 4.4.21)], unless the Requisite Helderstholders

of at least [specify percentage] of the Preferred Shares elect, by written
notice sent to the Corporation at least [ ] days prior to the
consummationcompletion of the Qualified Financing, that such
transaction not be treated as a Qualified Financing for purposes of this
Section 5A.

7352
7453

—~ Applicable only if proportional conversion is provided for by the Qer—Hﬁea%eAmcles of Incorporation.
2 Alternative: “the number of shares-ef outstanding Common SteekShares owned by such holder, and the denominator of which is equal
to the aggregate number of outstanding shares-6£-Common SteekShares (for the purpose of this definition, treating all shares-o+-Common

SteekShares issuable upon exercise of Options outstanding immediately prior to such Qualified Financing or upon conversion of Convertible
Securities outstanding (assuming exercise of any outstanding Options therefor) immediately prior to such Qualified Financing as outstanding).”
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6. fRedemption.”**
6.1 General.

Unless prohibited by Delaware-law-governing-distributions-to-stoekholders;shares-of,
Preferred SteekShares shall be redeemed by the Corporation at a price pershare-of

such-Preferred-Stock-equal to [the greater of (A)][the apphieable-Original Issue Price
per share, plus all declared but unpaid dividends thereon]”* [and (B) the Fair
Market Value (determined in the manner set forth below) of sueh-share-efa single
Preferred SteekShare as of the date of the Corporation®'s receipt of the
Redemption Request] (the “"Redemption Price”"),”> in three annual
installments commencing not more than 60 days after receipt by the Corporation
at any time on or after [ 1,°¢ from the Requisite Holders, of written

7'l—iReplace with the following if accruing dividends are selected: “the Original Issue Price per share, plus any Accruing Dividends accrued

but unpaid thereon, whether or not declared, together with any other dividends declared but unpaid thereon.”
78 55

—~ Redemption prices are sometimes fixed at the greater of the Original Issue Price (plus dividends, if applicable) and the fair market value

of the Class A Preferred S-t:eekShares on the date of the Redemptlon Notice or the date of redemptlon e

56

Negative Canadian tax consequences may arise if shares are redeemed within five years following their issuance. Accordingly, it is typical
for the minimum period before which a redemption request may be made to be five years and a day after the issuance of the preferred shares.
Tax advice should be sought.
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notice requesting redemption of all shares-offsuch-series-of}-Preferred SteekShares
(the “"Redemption Request>").”>” Upon receipt of a Redemption Request, >st, the
Corporation shall apply all of its assets to any such redemption, and to no other
corporate purpose, except to the extent prohibited by Belaware-law governing
distributions to steckholderssharecholders.*® [For purposes of this Section 6.1, the
Fair Market Value of a single share-of Preferred SteekShare shall be the value of a
single share-of Preferred SteckShare as mutually agreed upon by the Corporation
and the holders of a majority of the shares—ofPreferred SteekShares then
outstanding, and, in—the—event—thatif they are unable to reach agreement, by a
third-party appraiser agreed to by the Corporation and the holders of a majority of
the shares—of Preferred SteekShares then outstanding.]***® The date of each such
installment provided in the Redemption Notice (as defined below) shal-beis
referred to as a “"Redemption Date.”" On each Redemption Date, the
Corporation shall redeem, on a pro rata basis in accordance with the number of
shares-of Preferred SteekShares owned by each holder, that number of outstanding
shares—of-Preferred SteekShares determined by dividing (i) the total number of
shares—ef—Preferred SteckShares outstanding immediately prior—tebefore such
Redemption Date by (ii) the number of remaining Redemption Dates (including
the Redemption Date to which such calculation applies)[; provided, however, that
Excluded Shares (as such term is defined in Section 6.2) shall not be redeemed
and shall be excluded from the calculatlons set forth in this sentence] #3 If on any
Redemption Date Delaw : , i the
Corporation_is prevented by law from redeemlng all sha#es—ef—{thHeﬂes—eﬁ}
Preferred SteckShares to be redeemed, the Corporation shall ratably redeem the
maximum number of shares that it may redeem consistent with sueh-law, and shall
redeem the remaining shares as soon as it may lawfully do so under sueh-law.*%

57 ~_ The Corporation’s accountants may take the position that, because the holders of Class A Preferred SteekShares have the right to force a

redemption, the Preferred StoekShares should be reflected above the stoekholdersshareholders’ equity section of the Corporation’s balance
sheet, as opposed to in the stoekholdersshareholders’ equity section of the balance sheet. If the Corporation uses Accounting Standards for

Private Enterprises (ASPE), there is some room for judgement to be applied based on the likelihood of redemption. If the Corporation uses
International Financial Reporting Standards (IFRS), there is no judgement available and the Shares will be treated as debt. If so, it is not

uncommon for a Corporation to have negative stoekholdersshareholders’ equity. In addition, if the Class A Preferred Stoek—isShares are
redeemable at the greater of the original purchase price and the then current fair market value, this might cause the Corporation to have to
“mark to market” the redeemable Preferred StoekShares each quarter, which could cause significant practical and accounting complexities for

the Corporatlon The Corporation may want to consult with its accountants about this.

8158 -~ Fair market value could also be determined by the Board with the concurrence of the designee of the holders of Class A Preferred

S%eekShares on the Board.
82 59

-~ The bracketed language, although not commonplace, may be desirable to minority investors in the Class A Preferred. If this is included,
also include the applicable bracketed language in Section 6—26 1.
8360 — Investors may also seek enforcement provisions for failure to redeem, including provisions that may entitle the investors to gain control of

the Boardboard of Direetorsdirectors. Such provisions are generally atypical in early stage venture transactions but are seen from time to
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6.2 Redemption Notice.

The Corporation shall send written notice of the mandatory redemption (the
“"Redemption Notice”") to each holder of record of Preferred SteekShares not
less than 40 days prior to each Redemption Date. Each Redemption Notice shall
state:

(a) the number of shares—of Preferred SteekShares held by the holder
that the Corporation shalwill redeem on the Redemption Date
specified in the Redemption Notice;

(b) the Redemption Date and the Redemption Price;

(©) the date upon which the holder>'s right to convert such shares
terminates (as determined in accordance with Section 4.1); and

(d) for holders of shares in certificated form, that the holder is to
surrender to the Corporation, in the manner and at the place
designated, his, her or its certificate or certificates representing the
shares-of Preferred SteekShares to be redeemed.

[If the Corporation receives, on or prier—tebefore the 20th day after the date of delivery of the
Redemption Notice to a holder of Preferred SteekShares, written notice from such holder that
suehthe holder elects to be excluded from the redemption provided in this Section 6+

6, then the shares-of Preferred SteekShares registered on the books of the Corporation in the name
of such holder at the time of the Corporation®'s receipt of suehthe notice shall thereafter be

“"Excluded Shares".> Excluded Shares shall not be redeemed or redeemable pursuant-tounder
this Section 6

6, whether on suchor following the Redemption Date-orthereafter. |

6.3 Surrender of Certificates; Payment. On or before the applicable Redemption
Date, each holder of shares—of Preferred SteckShares to be redeemed on such
Redemption Date, unless suchthe holder has exercised his, her or its right to
convert suehthe Preferred shares-as—provided in Section 4, shall, if a holder of
shares in certificated form, surrender the certificate or certificates representing
such shares (or, if sachthe registered holder alleges that suehthe certificate has
been lost, stolen or destroyed, a lost certificate affidavit and agreement reasonably
acceptable to the Corporation to indemnify the Corporation against any claim that

the Boardboard of Direetorsdirectors. Such provisions are generally atypical in early stage venture transactions but are seen from time to

time in private equity and late stage venture transactions.-Hewever,-that-may-change-in-the-wake-of the Delaware Chaneery
inioni oy Partner - Thoweh D i el _Ch-2010) in which the g
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may be made against the Corporation on account of the alleged loss, theft or
destruction of suehthe certificate) to the Corporation, in the manner and at the
place designated in the Redemption Notice, and thereupon the Redemption Price
for such shares shall be payable to the order of the person whose name appears on
such certificate or certificates as theits owner-thereof. In-the-eventlf less than all of
the shares—of-Preferred SteckShares represented by a certificate are redeemed, a
new certificate, instrument, or book entry representing the unredeemed shares-of
Preferred SteekShares shall promptly be issued to suchthe holder.

6.4  [Interest. If any shares-ofPreferred SteckShares are not redeemed for any reason
on any Redemption Date, all such unredeemed shares shall remain outstanding
and entitled to all the rights and preferences provided hereinin the Articles, and the
Corporation shall pay interest on the Redemption Price applicable to suchthe
unredeemed shares at an aggregate per annum rate equal to [12]% (increased by
1% each month following the Redemption Date until the Redemption Price, and
any interest thereon, is paid in full), with such interest to accrue daily in arrears
and be compounded [annually]; provided, however, that in no event shall such
interest exceed the maximum permitted rate of interest under applicable law (the
“Maximum Permitted Rate”), provided, however, that the Corporation shall
take all such actions as may be necessary, including, without limitation, making
any applicable governmental filings, to cause the Maximum Permitted Rate to be
the highest possible rate. In the event any provision hereof would result in the rate
of interest payable hereunderunder this Section 6.4 being in excess of the
Maximum Permitted Rate, the amount of interest required to be paid hereunder
shall automatically be reduced to eliminate such excess; provided, however, that

any subsequent increase in the Maximum Permitted Rate shall be retroactively
effective to the applicable Redemption Date to the extent permitted by law.*']
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6.5  Rights Subsequent to Redemption. If the Redemption Notice shal-have-beenis
duly given, and if on the applicable Redemption Date the Redemption Price
payable upon redemption of the shares-of Preferred SteekShares to be redeemed on
such Redemption Date is paid or tendered for payment or deposited with an
independent payment agent so as to be available therefor in a timely manner, then
notwithstanding that any certificates evidencing any of the shares—ef-Preferred
SteekShares so called for redemption shall—set—have not been surrendered,
dividends with respect to such shares—ef-Preferred SteekShares shall cease to
accrue after such Redemption Date and all rights with respect to such shares shall
forthwithimmediately after the Redemption Date terminate, except only the right
of the holders to receive the Redemption Price without interest upon surrender of
any such certificate or certificates-therefor.}

7. Redeemed or Otherwise Acquired Shares.-Unless-approved-by-the Board-of Directors-and-the
site Holders, ] -

Any Preferred SteekShares that are redeemed, converted or otherwise acquired by the

Corporation or any of its subsidiaries shall be automatically and immediately cancelled and
retired and shall not be reissued, sold or transferred. Neither the Corporation nor any of its
subsidiaries may exercise any voting or other rights granted to the holders of Preferred

SteekShares followrng redemptlon conversion or acqulsrtron —Ph%@eﬂsefa:&eﬁ—m—ay—thef%aﬁer—t—&ke

8. Waiver.

Except as otherwise set forth hereinin the Articles, (a) any of the rights, powers, preferences and
other terms of the Preferred Stocksetforth-hereinShares may be waived on behalf of all holders of
Preferred SteekShares by the afﬁrmatlve written consent or vote of the holders that—weuld

= ; her—termsof at least [specify
percentage] of the Preferred Shares then outstandrng and (b) at any time more than one class [or
series] of Preferred SteekShares is issued and outstanding, any of the rights, powers, preferences
and other terms of any class [or series] of Preferred SteekShares set forth hereinin the Articles
may be waived on behalf of all holders of such class [or series—efPreferred—Stock] by the
affirmative written consent or vote of the holders of at least [speczﬁ/ percentage] of the shares of
such_class [or series-that he : : Fen h-righ eferen he
term| of Preferred Shares then outstandrng

9. Notices.

Any notice required or permitted by thethese provisions ef-this-AsticleFourth-to be given to a
holder of shares—ef-Preferred SteckShares shall be mailed, postage prepaid, to the post office

address last shown on the records of the Corporation, or given by electronic transmission—in
comphance-with-the provisions-of the-General- Corporation-Lawcommunication, and shall be deemed

sent upon such mailing or electronic transmission.
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