


OPTION AGREEMENT[footnoteRef:2] [2:  NOTE TO DRAFT: This template is intended for use where the Optionholder is a natural person. If the Optionholder is a legal entity, legal advice should be sought as amendments to the agreement and consideration of applicable tax implications may be required. In order to prove the date of conclusion of the agreement to the Estonian tax authority, the agreement needs to be signed digitally (Estonian digital signature), in front of a notary (confirmation of signature) or signed using an electronic signature facility which enables to link the signer’s identity and the date and time of signing with the signature given (e.g., DocuSign, HelloSign etc.). Otherwise, the Agreement has to be submitted to the Estonian Tax and Customs Board within 5 business days as of conclusion.] 

[bookmark: CursorPositionAtSave]This option agreement (the “Agreement”) is dated [insert] and is between [Company's name], registry code: [insert], address [insert], e-mail address [insert] (the “Company”) and [optionholder's name], personal identification code / date of birth: [insert], address [insert], e-mail address [insert] (the “Optionholder”) (each also a “Party” and together, the “Parties”). This Agreement consists of (a) terms outlined in Section ‎1 (the “Outlined Terms”) and (b) detailed terms set out in Section ‎2 (the “Detailed Terms”).
1. [bookmark: _Ref462152665]OUTLINED TERMS
	1.1 Option 

	Grant Date: [OPTION 1: [insert the date on which this Agreement is signed]][OPTION 2:  Date of the last signature given upon signing this Agreement] (the “Grant Date”).
Total number of Shares underlying the Option: [insert] Shares. The Optionholder agrees that the share capital of the Company may change after the Grant Date and that the Optionholder is not protected against dilution.
Under Estonian law, all shareholders generally own one share in a private limited company (in Estonian: Osaühing / OÜ) and the size of the holding is determined based on the nominal value of the share they own. Only if a private limited company has different classes of shares, a shareholder may hold more than one share. Therefore, each Share here represents the minimum nominal value of a share in the Company (which at the signing of this Agreement is EUR 0.01[footnoteRef:3]). [3:  NOTE TO DRAFT: If the articles of association set forth a higher minimum nominal value of a Share (for example EUR 1), the relevant value should be inserted herein.] 


	1.2 [bookmark: _Ref462152931]Vesting 

	Vesting Start Date: [OPTION 1: The[OPTIONAL: first day of the calendar month immediately following the] Grant Date][OPTION 2: [insert date]] (the “Vesting Start Date”).[footnoteRef:4] [4:  NOTE TO DRAFT: If deemed necessary, the Vesting Start Date can be an earlier date than the Grant Date. However, the 3-year period between the date of signing of the agreement and the exercise of the Option should be followed to avoid fringe benefit tax.] 

Vesting Period: 4 years from the Vesting Start Date (the “Vesting Period”) [footnoteRef:5]. 25% of the Shares shall vest on the 1st anniversary of the Vesting Start Date. The remaining 75% of the Shares shall vest in equal monthly instalments over the following three years so that all Shares shall become fully vested on the 4th anniversary of the Vesting Start Date. [5:  NOTE TO DRAFT: This type of vesting period is common market practice; however, it is not the only available option. Different alternative types of vesting schedules can be agreed (e.g., 3-year vesting) on; however, the regulation of the shareholders’ agreement (the “SHA”) should be followed. If certain vesting schedule is agreed in the SHA, then agreeing on a different vesting schedule (e.g., 3-year vesting instead of 4) may require a consent from the shareholders or the supervisory board.] 

Vesting adjustment: The monthly vesting rate may be adjusted if the Optionholder transitions to part-time commitment during the Vesting Period, in which case the Vesting Period shall remain unchanged, and the Option shall terminate with respect to any Shares that do not vest by the end of the Vesting Period as a result of the reduced vesting rate. See Section ‎2.4 for details.
Acceleration:[OPTION 1:  No acceleration of vesting upon Exit.]
[OPTION 2: Double Trigger Acceleration — If an Exit occurs and the Company has determined that the Option survives the Exit or will be substituted and the Optionholder becomes a Good Leaver within 30 days before the conclusion of definitive agreements for the Exit or within 12 months following the consummation of an Exit, then the vesting and exercisability of the Option shall accelerate such that 100% of the Shares then unvested shall become vested and exercisable. Such acceleration shall occur immediately before the relevant Optionholder becomes a Good Leaver.] 
[OPTION 3: Single Trigger Acceleration — Upon the occurrence of an Exit, the vesting and exercisability of the Option shall accelerate such that [50]% of the Shares then unvested shall become vested and exercisable.] 
Discretionary acceleration: Upon the occurrence of an Exit, the Company may, at its sole discretion, decide that the Optionholder may exercise the Option also with respect to all or part of the unvested Shares.

	1.3 [bookmark: _Ref465517452][bookmark: _Ref465254822]Exercise 

	[bookmark: _Ref137314748]Exercise of Option: The Option may be exercised only in the following circumstances:
(a) upon Exit or Liquidation (for the applicable Exercise Period, see Section ‎2.6);
(b) [bookmark: _Ref240027423]during a certain time period after vesting has concluded and no further Shares may vest under the Option (whether due to expiry of the Vesting Period or the Optionholder becoming a Good Leaver [OPTIONAL: or a Voluntary Leaver]), but not earlier than three years from the Grant Date (for the applicable Exercise Period, see Section ‎2.5).
Exercise Price: EUR [insert amount] per Share, i.e., EUR [insert amount] for all Shares in total.

	1.4 [bookmark: _Ref240028673]Leavers

	[bookmark: _Ref240033833]Bad Leaver
The Optionholder becomes a “Bad Leaver” if:
[bookmark: _Ref240026879]the Optionholder’s Professional Relationship is terminated in circumstances where (i) the Optionholder has committed a material breach of the Professional Relationship or (ii) the Optionholder has been convicted of a criminal offence or (iii) the Optionholder has caused material damage to the Group Company;[ or]
[bookmark: _Ref240026895]the Optionholder, after the termination of the Professional Relationship, commits a material breach of any confidentiality, non-compete and/or non-solicitation obligations owed to the Group Company under the terms of the Professional Relationship that apply after the termination of the Professional Relationship[or]
[DELETE if this is a Voluntary Leaver event (see below): the Optionholder terminates the Professional Relationship unilaterally, except if such termination occurs (i) due to the Group Company’s material breach of the Professional Relationship or (ii) due to Optionholder’s permanent inability to perform duties under the Professional Relationship due to health reasons (including in case of death).]
The Optionholder does not, however, become a “Bad Leaver” if the management board of the Company determines that, irrespective of the above, the Optionholder is not a Bad Leaver.
The Optionholder shall also be deemed a Bad Leaver (a “Retrospective Bad Leaver”) if, within 12 months after the termination of the Professional Relationship, the Company discovers circumstances that existed prior to such termination which, if known by the Company at the time of termination, would have resulted in the Optionholder being classified as a Bad Leaver under Section ‎1.4.1(a).
If the Optionholder becomes a Bad Leaver during the Vesting Period, the Optionholder’s Option shall terminate with respect to both vested and unvested Shares. If the Optionholder becomes a Bad Leaver under Section ‎1.4.1(b) or a Retrospective Bad Leaver, and the Optionholder has acquired any Shares under the Option (the “Option Shares”), the Company shall have the right to acquire free of charge all Option Shares still held by the Optionholder in accordance with Section ‎2.10 (Call Option). If the Company has paid any compensation to the Optionholder under Section ‎2.11 (Compensation for cancellation of Option), the Optionholder shall repay to the Company the full amount of such compensation within 30 days of the Company’s written demand.

	Good Leaver
The Optionholder becomes a “Good Leaver” if the Optionholder’s Professional Relationship is terminated in circumstances where the Optionholder is not a Bad Leaver[OPTIONAL: or a Voluntary Leaver].
If the Professional Relationship is terminated by mutual agreement of the Parties in a form reproducible in writing, the Optionholder shall be deemed a Good Leaver, unless otherwise specified in such termination agreement[footnoteRef:6].  [6:  NOTE TO DRAFT: If the Professional Relationship is terminated by mutual agreement, this Agreement treats the Optionholder as a Good Leaver by default. This applies even where such termination was preceded by circumstances that would otherwise qualify the Optionholder as a Bad Leaver or Voluntary Leaver. It is therefore essential to specify in the termination agreement if the intention is for the Optionholder to be treated as a Bad Leaver or Voluntary Leaver instead.] 

If the Optionholder becomes a Good Leaver during the Vesting Period, the Optionholder’s Option shall terminate with respect to unvested Shares.
A Good Leaver may exercise the Option with respect to Vested Shares on the terms set out in Section ‎1.3.1.

	[bookmark: _Ref137315194]Voluntary Leaver[footnoteRef:7] [7:  NOTE TO DRAFT: If Voluntary Leaver option is used, the brackets should be removed around the texts regulating “Voluntary Leaver” matters throughout this Agreement. If Voluntary Leaver option is not used, such texts in brackets, and this entire section 1.4.3 should be deleted.] 

The Optionholder becomes a “Voluntary Leaver” if the Optionholder terminates the Professional Relationship unilaterally, except if such termination occurs (a) due to the Group Company’s material breach of the Professional Relationship or (b) due to the Optionholder’s permanent inability to perform duties under the Professional Relationship due to health reasons (including in case of death) or (c) in circumstances which would qualify the Optionholder as a Bad Leaver as specified above.
If the Optionholder becomes a Voluntary Leaver during the Vesting Period, the Optionholder’s Option shall terminate with respect to unvested Shares and [insert]% of the Optionholder’s Vested Shares.
A Voluntary Leaver may exercise the Option with respect to the remaining Vested Shares (in respect of which the Option has not terminated) on the terms set out in Section ‎1.3.1.


2. [bookmark: _Ref137316425]DETAILED TERMS
2.1 Definitions
In the Agreement the following capitalized terms shall have the following meanings:
	“Agreement”
	this option agreement between the Company and the Optionholder; the terms “Company” and “Optionholder” being defined in the preamble of this Agreement.

	“Asset Sale”
	defined in the definition “Exit”.

	“Bad Leaver”
	defined in the Outlined Terms.

	"Call Option"
	defined in Section ‎‎2.10.1.

	“Control”
	means a relationship in which an entity is a controlled entity of another entity or person within the meaning of Article 10 of the Securities Market Act (väärtpaberituruseadus).

	“Detailed Terms”
	defined in the preamble of the Agreement.

	“Disagreement Notice”
	defined in Section ‎2.12.

	“Dragging Shareholders”
	defined in Section ‎2.7.3.

	“Exercise Notice”
	defined in Section ‎2.7.3.

	“Exercise Period”
	period during which the Option is capable of being exercised.

	“Exercise Price”
	price payable for the Shares upon the exercise of the Option, as stated in the Outlined Terms. 

	“Exit”
	the closing of the transfer of all or substantially all the Group Companies’ assets (including intellectual property rights), or the granting of an exclusive license over all or substantially all the intellectual property rights of the Group Companies (the “Asset Sale”); and/or
the closing of the transfer of any Shares which will result in the acquirer of those Shares, and persons Controlled, Controlling or under common Control with such acquirer, acquiring Control over the Company (the “Share Sale”)
irrespective of whether any of the above-described transactions is effected by sale, in-kind contribution, donation or otherwise and irrespective of whether it is effected in one transaction or series of related transactions,
except in case, the sole purpose of any such transaction is to:
create a holding company that will be owned in substantially the same proportions by the persons who held the Company’s securities immediately before such transaction; or
obtain funding for the Company in a bona fide financing transaction that is approved by the relevant governing body of the Company.

	“Fair Value”
	defined in Section ‎2.12.

	“Flip”
	defined in Section ‎2.13.2.

	“Good Leaver”
	defined in the Outlined Terms.

	“Grant Date”
	defined in the Outlined Terms.

	“Group Company”
	the Company or any of its subsidiaries.

	“Liquidation”
	adoption of a resolution for the voluntary dissolution (lõpetamine) of the Company.

	“New Company”
	defined in Section ‎2.13.2.

	“New Option”
	defined in Section ‎2.13.2.

	“New Shares”
	defined in Section ‎2.13.2.

	“Old Option”
	defined in Section ‎2.13.2.

	“Old Shares”
	defined in Section ‎2.13.2.

	“Option”
	right to acquire Shares under the Agreement.

	"Option Notice"
	defined in Section ‎‎2.10.1(b).

	“Option Shares”
	Shares acquired by the Optionholder under the Option.

	“Outlined Terms”
	defined in the preamble of the Agreement.

	“Party” or “Parties”
	defined in the preamble of the Agreement.

	“Professional Relationship” 
	an employment relationship for unfixed term, management board member service relationship or other service relationship (käsundussuhe) (e.g., consultancy, or advisory relationship, or relationship from contract for works) between the Optionholder, on one hand, and any Group Company, on the other hand. The Professional Relationship shall also include any arrangement under which the Optionholder is employed or engaged through an employer of record, professional employer organisation or a similar arrangement.
The Professional Relationship of an Optionholder shall not be treated as terminated if such Professional Relationship is transferred from one Group Company to another or if the status of the Optionholder changes from an employee to management board member or service provider or vice versa (even if the above involves a temporary cessation of Professional Relationship with any Group Company).
The Professional Relationship shall not be treated as terminated until such time as the Optionholder does not have a Professional Relationship with any Group Company.
The Professional Relationship shall be considered terminated also in case the subsidiary, with whom the Professional Relationship exists, ceases to be the Company’s subsidiary or if the business of the Group Company, with whom the Professional Relationship exists, is transferred to an entity that is not a Group Company.

	"Retrospective Bad Leaver"
	defined in the Outlined Terms.

	“Share”
	a notional part of a share (osa) of the Company having a nominal value of EUR 0.01[footnoteRef:8]; for example, 100 Shares mean a share of the Company with the nominal value of EUR 1. The Shares underlying the Option shall be ordinary shares or non-voting shares of the Company (as decided by the Company at its sole discretion), which may be subordinated to any preferential shares of the Company. [8:  NOTE TO DRAFT: If the articles of association set forth a higher minimum nominal value of a Share (for example EUR 1), the relevant value should be inserted herein which is followed by a similar example as provided.] 


	“Share Sale”
	defined in the definition “Exit”.

	“Taxes”
	 any form of tax, duty, levy, withholding, social-security contribution, social tax, corporate or personal income tax, employment-related contribution or any other mandatory payment imposed by any jurisdiction on the Company, any Group Company or the Optionholder, including any employer or employee portion thereof, to the extent the Company or any Group Company is required to withhold, remit or account for such amounts.

	“Trigger Date”
	defined in Section ‎2.10.1(a).

	“Vested Shares”
	defined in Section ‎2.3.1.

	“Vesting Period”
	defined in the Outlined Terms.

	“Vesting Start Date”
	defined in the Outlined Terms.

	“Voluntary Leaver”[footnoteRef:9] [9:  Delete this definition if Voluntary Leaver option is not used.] 

	defined in the Outlined Terms.


2.2 [bookmark: _Ref262894843]Transferability
2.2.1 The Option is personal to the Optionholder and is not transferable (except under the laws of inheritance) nor capable of being encumbered. Upon any purported transfer or encumbrance, the Option shall terminate without any further notice.
2.2.2 The Option shall also terminate in case bankruptcy is declared (or the equivalent decision is made in any relevant jurisdiction) in respect of the Optionholder.
2.3 Vesting
2.3.1 [bookmark: _Ref136374643][bookmark: _Ref215814990][bookmark: _Ref262394683]The Shares underlying the Option shall vest as set out in Section “Vesting” of the Outlined Terms. “Vested Shares” refers to the number of Shares with respect to which the Option has become exercisable.
2.3.2 [bookmark: _Ref135135412]Vesting shall be suspended for the period of the leave of absence of the Optionholder to the extent such leave exceeds, in any rolling 12-month period, 56 calendar days. In such case, the Vesting Period shall be extended by the number of calendar days by which the leave of absence exceeds 56 days. In this clause, “leave of absence” includes any leave of absence for any reason, including annual base leave, leave without pay, sick leave, maternity leave, paternity leave, childcare leave etc. 
(Example: If the Optionholder takes 80 calendar days of leave in a rolling 12-month period, vesting is suspended for 24 days (80 − 56 = 24) and the Vesting Period is extended by 24 days.)
2.3.3 The management board of the Company may by its resolution decide that the suspension of vesting provided in Section ‎2.3.2 does not apply if events occur which result in the suspension being unfair or impractical with respect to the Optionholder. 
2.4 [bookmark: _Ref227852045][bookmark: _Ref236665684][bookmark: _Ref465452367][bookmark: _Ref215906096]Part-time commitment adjustment[footnoteRef:10] [10:  NOTE TO DRAFT: If the Optionholder is already engaged on a part-time basis at the Grant Date, the total number of Shares underlying the Option should be adjusted accordingly at grant. This provision and Section ‎2.4 apply to transitions from full-time to part-time commitment occurring during the Vesting Period only and do not address changes from part-time to a different part-time commitment level. If changes between different part-time commitment levels are anticipated, the adjustment mechanism should be adapted accordingly.] 

2.4.1 [bookmark: _Ref227851761]If the Optionholder transitions from full-time to part-time commitment under the Professional Relationship during the Vesting Period, the monthly vesting rate shall be adjusted proportionally to reflect the reduced commitment level. The adjusted monthly vesting amount shall be calculated as follows:
Adjusted Monthly Vesting = Standard Monthly Vesting × E%
Where:
Standard Monthly Vesting = the number of Shares that would vest per month under full-time commitment (i.e., the total number of Shares underlying the Option as stated in the Outlined Terms, divided by the number of months in the Vesting Period, subject to any cliff vesting provisions);
E% = the Optionholder’s part-time commitment expressed as a percentage of full-time commitment.
The adjustment shall take effect from the first day of the calendar month following the transition to part-time commitment. Shares that vested prior to the transition shall remain fully vested and shall not be affected by the adjustment.
(Example: If the total number of Shares underlying the Option is 1,000 and the Vesting Period is 48 months, the Standard Monthly Vesting after the cliff period is approximately 20.83 Shares per month. If the Optionholder transitions to a 60% part-time commitment after 12 months (with 250 Shares vested at the cliff), the Adjusted Monthly Vesting is: 20.83 × 60% = 12.5 Shares per month. The 250 Shares already vested remain unaffected.)
2.4.2 [bookmark: _Ref227851813][bookmark: _Ref240027394]If the Optionholder returns to full-time commitment under the Professional Relationship during the Vesting Period, the monthly vesting rate shall return to the Standard Monthly Vesting rate with effect from the first day of the calendar month following such return.
(Example: Continuing from the example above, if the Optionholder worked at 60% part-time for 12 months (vesting 150 Shares during that period) and then returns to full-time with 24 months remaining in the Vesting Period, the monthly vesting returns to 20.83 Shares per month. The Optionholder would vest an additional 500 Shares over the remaining 24 months, for a total of 900 Shares (250 at cliff + 150 during part-time + 500 after return to full-time). The 100-Share shortfall reflects the reduced commitment during the part-time period.)
2.4.3 The total number of Shares that may vest under the Option shall in no event exceed the total number of Shares underlying the Option as stated in the Outlined Terms. Any Shares that have not vested by the end of the Vesting Period as a result of the reduced vesting rate during part-time commitment shall not vest and the Option shall terminate with respect to such unvested Shares upon expiry of the Vesting Period.
(Example: Continuing from the example under Section ‎2.4.2, the Optionholder has vested a total of 900 Shares by the end of the Vesting Period (250 at cliff + 150 during part-time + 500 after return to full-time). The total number of Shares underlying the Option is 1,000, so the 100-Share shortfall resulting from the period of reduced vesting rate cannot be recovered. The Option terminates with respect to the 100 unvested Shares upon expiry of the Vesting Period.)
2.5 [bookmark: _Ref465514186][bookmark: _Ref465509460]Exercise once vesting concludes
2.5.1 [bookmark: _Ref473972915][bookmark: _Ref227858359]If the Outlined Terms provide that the Option may be exercised once no further Shares may vest under the Option (‎1.3.1(b)), the Optionholder may exercise the Option at any time during the period starting from the date on which no further Shares may vest (but not earlier than three years from the Grant Date) until the [10th][footnoteRef:11] anniversary of the Grant Date (such period being the "Exercise Period"). [11:  NOTE TO DRAFT: The anniversary period should be set to give the Optionholder a reasonable time to exercise the Option after the applicable conditions set out in Section ‎1.3.1 of the Outlined Terms are satisfied.] 

2.5.2 Notwithstanding Section ‎2.5.1, the Company may, at its sole discretion, by submitting a respective notice to the Optionholder, determine that the Option may be exercised only during certain times in each year within the period set out in Section ‎2.5.1, provided that there is at least one 30-day period each year available for such exercise (in which case only any period so determined by the Company shall be the “Exercise Period”).
2.5.3 Notwithstanding Section ‎2.5.1, where the Optionholder is a Good Leaver [OPTIONAL:: or a Voluntary Leaver], the Company may, by sending a notice to the Optionholder, specify a fixed Exercise Period during which the Good Leaver [OPTIONAL: or Voluntary Leaver] may exercise the Option under this Section ‎2.5. Such fixed Exercise Period must be at least 30 days and must start no later than 3 years after the Optionholder becomes a Good Leaver [OPTIONAL: or a Voluntary Leaver]. Upon expiry of such fixed Exercise Period, the Option, to the extent not exercised, shall terminate.
[bookmark: _Ref465524258]Upon death of the Optionholder, the Company may extend the Exercise Period under Section ‎2.5.1, if necessary, so that the successor(s) have at least 12 months from the date of the Optionholder’s death to exercise the Option. Upon the expiry of such Exercise Period, the Option, to the extent not exercised, shall terminate.
2.6 [bookmark: _Ref240026709]Exit and Liquidation
2.6.1 [bookmark: _Ref465509915][bookmark: _Ref465512857][bookmark: _Ref215898987]The Company shall notify the Optionholder of a proposed Exit in the form of Share Sale at least 14 days before the proposed completion of Exit or as soon as practicable after its completion. The Optionholder may exercise the Option during the period of 7 days from the receipt of such notice (such period being the “Exercise Period”). If the Company becomes aware that the proposed Exit will not be completed or the Exit is reversed, the Company shall return the option exercise notice and amounts paid in connection therewith (if any) to the Optionholder and no exercise of Option shall be treated as having occurred in connection with such Exit.
2.6.2 The Company shall notify the Optionholder of a proposed Exit in the form of Asset Sale as soon as practicable after its completion. The Optionholder may exercise the Option during the period of 30 days from the receipt of such notice (such period being the “Exercise Period”).
2.6.3 [bookmark: _Ref465512859]The Company shall notify the Optionholder of the occurrence of Liquidation, i.e., adoption of resolution for the voluntary dissolution of the Company. The Optionholder may exercise the Option during the period of 30 days from the receipt of such notice (such period being the “Exercise Period”).
2.6.4 [bookmark: _Ref465513359]Upon the expiry of the relevant Exercise Period set forth in Section ‎2.6.1-‎2.6.3 the Option, to the extent vested but not been exercised, shall terminate without any further notice. With respect to the unvested Shares the Company may, at its sole discretion, determine that:
(a) Option will terminate in full upon the completion of the Exit or Liquidation; and/or
(b) all or part of the Option will not terminate and survive the Exit; and/or
(c) all or part of the Option will be substituted with a new option or similar instrument(s) by the person who is the acquiring party in the Exit or a company belonging to its group; and/or
(d) [bookmark: _Ref430262344]all or part of the Option will be cancelled in exchange for a payment to the Optionholder equal to the excess of (i) the Fair Value of the unvested Shares underlying such Option as of the closing date of the Exit or Liquidation over (ii) the Exercise Price to be paid for such Shares.
The Company may make any determination under this Section ‎2.6.4 without the consent of the Optionholder and such determination need not treat all optionholders in an identical manner.
2.7 Procedure for Exercise of Option
2.7.1 An Option may be exercised only with respect to Vested Shares, only once, only during the Exercise Period and only by the relevant Optionholder or, upon the Optionholder’s death, by the Optionholder’s successor(s).
2.7.2 An Option may not be exercised for a fraction of a Share. If the Option which has become exercisable would entitle the Optionholder to acquire a fraction of a Share then, upon the exercise of such Option, the nominal value will be rounded down to the nearest whole number and respective fractions will be added to the Option that becomes exercisable in the future.
2.7.3 [bookmark: _Ref465505781][bookmark: _Ref215824129][bookmark: _Ref215819479]To exercise an Option, the Optionholder shall take the following actions in relation thereto:
(a) The Optionholder shall deliver to the Company a notice (the “Exercise Notice”) in the form set out in Appendix 1 that is duly completed and signed by the Optionholder together with the copy of the Agreement;
(b) the Optionholder shall pay to the Company an amount equal to the aggregate Exercise Price for the number of Shares over which the Option is to be exercised or make such arrangements for such payment as the Company shall permit;
(c) the Optionholder shall pay to the Group Company any Tax liability if and as required under Section ‎2.9 or make such arrangements for such payment as the Company shall permit. Upon the consent of the Parties, the Company may decrease the number of Shares issuable to the Optionholder upon exercise of the Option in an amount to be appropriate to offset the Tax liability payable by the Company;
(d) if requested by the Company, the Optionholder shall join a shareholders’ agreement in effect between the Company and/or its shareholders, an option programme established by the Company, a set of undertakings (including an undertaking agreeing to a drag-along right of the majority shareholders, founders, investors or other group of shareholders of the Company (jointly the “Dragging Shareholders”), whereby the Optionholder assumes an obligation to transfer its Shares together with the Dragging Shareholders to the proposed acquirer on similar terms and at same price as the Dragging Shareholders) or other similar document, as determined by the Company, by signing a deed of adherence, undertaking or similar document in the form acceptable to the Company;
(e) the Optionholder shall enter into an escrow agreement or other document in connection with any arrangement necessary for the Exit if and as required under Section ‎2.8.2, or shall issue a power of attorney to the Company for representing the Optionholder in all issues related to the Exit;
(f) if requested by the Company, the Optionholder (and the Optionholder’s spouse, if applicable) shall issue irrevocable power of attorney in favour of the Company or any persons authorized by the Company to (i) represent the Optionholder and vote on behalf of the Optionholder upon adoption of any shareholders’ resolutions regardless of whether the resolution is adopted at the shareholders’ meeting, without calling a meeting or whether it is signed unanimously by all shareholders of the Company; (ii) enter into and amend the shareholders’ agreement in the form as contemplated by the Company; and (iii) sign any share purchase agreements on behalf of the Optionholder to fulfil the drag along obligation of the Optionholder as applicable under a shareholders’ agreement or articles of association of the Company in force from time to time. For the avoidance of doubt the Company shall have such right also at any time after issuing the Shares to the Optionholder; 
(g) if the Optionholder is married, the Optionholder shall deliver, at the request of the Company, (i) a certificate in the form acceptable to the Company evidencing that the Optionholder is not married, or if married, (ii) a document evidencing a separateness of property arrangement between the Optionholder and his or her spouse, or (iii) in case of joint property arrangement, marital property contract which provides that the Shares to be acquired under the Option shall unconditionally belong to the Optionholder (i.e., shall constitute Optionholder’s separate property); and
(h) the Optionholder shall take such other actions that the Company may reasonably request for the acquisition of relevant Shares, e.g., submit relevant instruction to the Optionholder’s securities account operator, if required.
An Option is considered validly exercised only if all actions specified in Section ‎2.7.3 have been duly completed to the satisfaction of the Company. The Company shall provide the Optionholder, at the Optionholder’s request, relevant information necessary to take such actions. The Company shall have the right to refuse to issue or transfer any Shares until all such actions have been completed. If the Optionholder fails to complete any of the required actions under Section ‎2.7.3 within 30 days from the date of submission of the Exercise Notice (or such longer period as the Company may allow), the Company may, at its sole discretion, terminate the Option in full.
2.7.4 [OPTIONAL: With the prior consent of the Company in a form reproducible in writing, the Optionholder may exercise the Option by offsetting the aggregate Exercise Price payable for the Shares being exercised against the Fair Value of such Shares, resulting in a decreased number of Shares issuable to the Optionholder. In such case, the number of Shares issuable to the Optionholder shall be calculated as follows:
Shares Exercised × ((FV – EP) / FV)
Where: 
FV = the Fair Value per Share determined in accordance with Section ‎2.12;
EP = the Exercise Price per Share. 
The Optionholder shall in any event make a monetary contribution in respect of the aggregate nominal value of the Shares to be issued or transferred as a result of exercise of the Option.
(Example: If the Optionholder exercises 1,000 Shares, the Fair Value per Share is EUR 500 and the Exercise Price per Share is EUR 10, the number of Shares issuable is: 1,000 × (500 – 10) / 500 = 980 Shares. The Optionholder must also pay the aggregate nominal value of such Shares in cash (EUR 9.80, assuming the nominal value per Share is EUR 0.01).)]
[OPTIONAL: If the exercise of the Option occurs in connection with an Exit, the Company may, provided this does not result in any additional Tax liabilities for the Company (or any other Group Company) and/or the Optionholder, settle the Option without issuing or transferring the Shares to the Optionholder. In such case, the Optionholder authorises the Company to receive the purchase price for the Shares (or, in case of a partial exercise, the portion attributable to the Shares in respect of which the Option is exercised) from the acquirer on behalf of the Optionholder, to offset the aggregate Exercise Price and any Taxes under Section ‎2.9 against such purchase price, and to transfer the remainder to the Optionholder within 14 days after actual receipt from the acquirer.]
2.8 [bookmark: _Ref82080999][bookmark: _Ref135140654]Issue or transfer of Shares
2.8.1 [bookmark: _Ref465270108]The Company shall take actions to issue or transfer the Shares in respect of which the Option has been validly exercised to the Optionholder within 30 days following the effective date of exercise of the Option.
2.8.2 [bookmark: _Ref227853351]If the Option is exercised in connection with an Exit in the form of a Share Sale or a Liquidation, the Company shall take actions to ensure that the Shares in respect of which the Option has been validly exercised will be transferred or issued to the Optionholder immediately before the completion of the Exit or Liquidation or, at its discretion, make such other arrangements that would put the Optionholder in the position the Optionholder would have been, had the Optionholder been the registered owner of the relevant Shares immediately before the completion of Exit or Liquidation.
2.8.3 The Optionholder agrees that at the Company’s sole discretion, the Shares underlying the Option can be issued as shares which do not grant its holder the right to vote.
2.8.4 The Optionholder shall become the owner of Shares when the Optionholder is registered as such owner in the Company’s list of shareholders (as maintained in the Estonian Register of Securities or otherwise), but not before the rights from relevant Shares are deemed to arise under applicable laws. Until such time, the Optionholder has no right to vote or receive dividends or any other rights in connection with the Share, notwithstanding the exercise of the Option.
2.8.5 After the Optionholder has become owner of any Shares, the Optionholder agrees to keep up to date with and adhere to the articles of association of the Company in force from time to time.
2.9 [bookmark: _Ref465345706][bookmark: _Ref465269665][bookmark: _Ref215906144]Tax matters
If, in relation to the grant, vesting or exercise of the Option or any payment made under this Agreement, the Company or any Group Company becomes liable, or is reasonably believed to become liable, for any Taxes, the Optionholder shall pay to the Company or the relevant Group Company an amount equal to such Taxes immediately upon request, or shall make arrangements satisfactory to the Company for such payment. The Company or any Group Company may withhold or deduct from any amount payable to the Optionholder under this Agreement any Taxes for which the Company or such Group Company is required to account, including any employer or employee portion to the extent the Company or such Group Company is required by law to remit such amounts.
2.10 [bookmark: _Ref240026918]Call option
2.10.1 [bookmark: _Ref240030993]If the Optionholder has acquired any Shares under the Option (the “Option Shares”) and becomes a Bad Leaver or Retrospective Bad Leaver, the Company shall have the right to request the Optionholder (or, for the avoidance of doubt, the Optionholder’s successor(s)) to transfer all Option Shares back to the Company free of charge (the “Call Option”). The following provisions shall apply:
[bookmark: _Ref240027171]The date on which the Optionholder becomes a Bad Leaver shall be the “Trigger Date”. If the Optionholder is reclassified as a Retrospective Bad Leaver after the termination of the Professional Relationship in accordance with Section ‎1.4.1 of the Outlined Terms, the Trigger Date shall be the date on which the Company notifies the Optionholder of such reclassification.
[bookmark: _Ref240031064]The Company may exercise the Call Option by sending a notice to the Optionholder (the “Option Notice”) within 90 calendar days after the Trigger Date after the lapse of which period the Call Option, if not exercised, will terminate.
If the Company exercises the Call Option, the Optionholder shall take all actions requested by the Company to transfer the Option Shares to the Company (or as directed by the Company) within 14 days after the receipt of the Option Notice.
If the Optionholder (or the Optionholder’s successor(s)) breaches the obligation to transfer all or part of the Option Shares back to the Company under this Section ‎2.10, (a) the Optionholder shall pay to the Company a contractual penalty in the amount of one per cent of the Fair Value of the Option Shares per each day the breach is continuing, or (b) the Company (on the basis of a shareholders’ resolution) has the right to cancel such Shares, whereas a power of attorney in favour of the Company shall be deemed to be granted by the Optionholder as at the signing of the Agreement to vote in such situation in favour of such shareholders’ resolution on behalf of the Optionholder, and the Company shall also be entitled to request the Optionholder to vote in such situation in favour of such shareholders’ resolution.
2.11 [bookmark: _Ref227859142][bookmark: _Ref465515218][bookmark: _Ref215911037]Compensation for cancellation of Option
If the Optionholder becomes a Good Leaver [OPTIONAL: or a Voluntary Leaver] before exercising the Option and, accordingly, has not acquired any Shares, the Company has the right to cancel the Option against payment to the Optionholder of fair compensation for such cancellation. The fair compensation shall be equal to (a) the Fair Value of the Vested Shares underlying the Option, determined in accordance with Section ‎2.11 minus (b) the aggregate Exercise Price that would have been payable for such Vested Shares had the Optionholder exercised the Option.
2.12 [bookmark: _Ref227858435]Determination of Fair Value
[bookmark: _Ref465948295][bookmark: _Ref430264532]In cases where this Agreement refers to the Fair Value of Shares (the “Fair Value”), such Fair Value shall be determined as follows:
The Fair Value shall be determined in good faith by the Company. If the Optionholder does not agree with the Fair Value determined by the Company as set out above, the Optionholder must send a notice (a “Disagreement Notice”) to the Company within 7 days after the receipt of Company’s calculation of Fair Value. In such case, the Fair Value shall be determined by an independent expert appointed jointly by the Optionholder and the Company. In case the Parties fail to appoint such expert within 14 days after the Disagreement Notice, the expert will be appointed by the Management Board of the Estonian Private Equity and Venture Capital Association or the equivalent organization in Estonia or should the latter fail or not agree to appoint such expert within 14 days after the relevant request of the Company, then by the competent court. The Fair Value as determined by the aforementioned expert or competent court shall be final and binding to the Parties. The cost of the aforementioned expert shall be paid by the Parties in equal proportions.
In determining the Fair Value, valuation assigned to the Company in connection with the Company’s most recent third-party equity financing may be used, if appropriate.
The Company may assign its rights under the Call Option in whole or in part to any shareholders of the Company (other than the respective Optionholder who has the obligation to transfer the Shares). Such assignment does not require the consent of the Optionholder.
2.12.1 [bookmark: _Ref466368088]If the Outlined Terms provide that the Company has the right to request a Good Leaver[OPTIONAL: or a Voluntary Leaver] to transfer the Optionholder’s Shares acquired under the Option back to the Company, but the Optionholder becomes a Good Leaver [or a Voluntary Leaver] before exercising the Optionholder’s Option and, accordingly, has not acquired any Shares, the Company has a right to cancel such Option, against payment by the Company of a fair compensation for such Option. The fair compensation shall be equal to the Fair Value of the Vested Shares underlying such Option as determined in accordance with Section ‎2.12.1 ‎2.12.1 which would be otherwise payable for the Shares of the Good Leaver[OPTIONAL: or Voluntary Leaver] if the Optionholder would have acquired the Shares before becoming a Good Leaver[OPTIONAL: or a Voluntary Leaver].
2.13 [bookmark: _Ref465516450]Corporate events
2.13.1 [bookmark: _Ref215913517][bookmark: _Ref465271189]In the event of merger, division, reorganization, or other corporate event affecting the Shares the Company may make at its discretion such adjustments to the number and type of securities underlying the Option as well as the Exercise Price as it in good faith considers appropriate in order to preserve (and to avoid enlargement or dilution of) the benefits or potential benefits intended to be made available to the Optionholder under the Agreement. Without prejudice to the above, in the event the Company merges with another company so that the Company will not be surviving company, the Company may at its sole discretion (i) replace the Option with the option to the shares of such surviving successor company; or (ii) decide that the Option is deemed fully or partly vested and may be exercised immediately prior to the completion of the merger.
2.13.2 [bookmark: _Ref136378948]In the event of a transaction whereby a company (the “New Company”) acquires all shares in the Company (the “Old Shares”) in consideration for the issuance of shares in the New Company (the “New Shares”) to the holders of Old Shares in proportion to their existing holdings (the “Flip”), the Company shall have the right to replace the Option to acquire the Shares (the “Old Option”) with a new option (the “New Option”) which is equivalent to the Old Option but relates to shares in the New Company so that the total amount payable by the Optionholder for the acquisition of shares under the New Option is equal to the total amount that would have been payable by the Optionholder for the acquisition of Shares under the Old Option.
2.13.3 The Company shall notify the Optionholder of any adjustment or replacement made under this Section ‎2.13 as soon as reasonably possible.
2.14 Termination of Option
2.14.1 In each case the Agreement sets out an Exercise Period applicable for the exercise of the Option in certain circumstances, the Option, to the extent not exercised during such Exercise Period, shall terminate without further notice.
2.14.2 In any case the Option (to the extent not terminated earlier) shall terminate on the [10th] anniversary[footnoteRef:12] of the Grant Date. [12:   NOTE TO DRAFT: This anniversary should not be earlier than the anniversary set out in Section ‎2.5.1 Ideally, both of such anniversaries should be the same.] 

2.15 No effect on employment or service
2.15.1 The Agreement shall not confer upon the Optionholder any right with respect to continuation of the Professional Relationship with any Group Company, nor shall it interfere in any way with the right of the Optionholder or the relevant Group Company to terminate the Professional Relationship at any time.
2.16 Amendment
2.16.1 [bookmark: _Ref465515985]The Company shall have the right to unilaterally make amendments and additions to the Agreement, except in case this would adversely affect the existing rights of the Optionholder in which case such amendment may be made only with the consent of the Optionholder given in the same form as this Agreement is entered into.
2.17 Conflicts between the terms
2.17.1 If there is a conflict between the Detailed Terms and the Outlined Terms, the Outlined Terms shall prevail.
2.18 Notices
2.18.1 Any communication hereunder shall be made in writing or in a form reproducible in writing in the Estonian or English language to the contact details indicated in the preamble of this Agreement and shall be considered to have been duly given or made when delivered by registered mail or courier or handed over against signature or sent by email.
2.19 Applicable law and settlement of disputes 	
2.19.1 The Agreement shall be governed by the laws of Estonia. Any disputes arising from the Agreement will be resolved by Harju District Court in Estonia as the court of first instance.
PARTIES’ SIGNATURES:
	The COMPANY:
	Signature, date
	OPTIONHOLDER:
	Signature, date

	[Representative's name]
[Representative's title]
	/ signed electronically /
	[Advisor's name]
	/ signed electronically /




ANNEX 1 – FORM OF OPTION EXERCISE NOTICE
To: ________________________ (the “Company”)
	
Optionholder’s name and personal ID code / date of birth:
	
__________________________________

	Optionholder’s address:
	__________________________________

	Grant Date:
	____________

	Date of this notice:
	____________

	Number of Shares in respect of which the Option is exercised:
	
____________


	Total Exercise Price payable:
	EUR ____________


The Optionholder hereby exercises the Option for such number of Shares as set forth above in accordance with the enclosed Agreement.
This notice shall take effect only upon receipt by the Company. Terms defined in the Agreement have the same meaning in this Option Exercise Notice.

______________________________
Signature of the Optionholder
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