Convertible Promissory Note
Complete all fields marked with [BRACKETS] before use.
Convertible Promissory Note
Principal Amount: $[PRINCIPAL AMOUNT]; Issue Date: [DATE]; Holder: [INVESTOR NAME]; Maker: [COMPANY NAME], Inc., a Delaware corporation.
FOR VALUE RECEIVED, the Company promises to pay the Holder the Principal Amount, together with simple interest at [5%] per annum, on the terms set forth below.
1. Maturity
Unless earlier converted or prepaid, all amounts are due on [MATURITY DATE, typically 18–24 months]. The Company may not prepay without the Holder's consent.
2. Automatic Conversion
Upon a Qualified Financing, this Note shall automatically convert into the securities issued at a price per share equal to the lesser of: (a) the price paid by new investors multiplied by the Discount Rate, or (b) the Valuation Cap divided by the fully-diluted capitalization.
3. Optional Conversion at Maturity
If unconverted at maturity, the Holder may elect repayment or conversion into Common Stock at the Valuation Cap divided by fully-diluted capitalization.
4. Change of Control
Upon a Change of Control, the Holder may elect (a) a cash payment of [1.5x / 2.0x] outstanding principal and interest, or (b) conversion at the Valuation Cap.
5. Definitions
"Qualified Financing": next sale of preferred stock for gross proceeds of at least $[MINIMUM AMOUNT]. "Discount Rate": [80%]. "Valuation Cap": $[CAP]. "Change of Control": transfer of >50% voting power, sale of substantially all assets, or merger where the Company is not the surviving entity.
6. Subordination
This Note is subordinated to all bank or institutional lender indebtedness.
7. Events of Default
Events of Default: (a) failure to pay when due for 10 business days; (b) material breach uncured for 30 days; (c) bankruptcy or insolvency proceedings. Upon default, all amounts become immediately due and payable.
8. Most-Favored Nations
If the Company issues convertible securities on more favorable terms, the Holder may exchange this Note for such instrument.
9. Miscellaneous
Amendment requires consent of the Company and majority-in-principal holders. Assignment requires Company consent except to affiliates. Governed by the laws of [Delaware / California].
[COMPANY NAME], Inc.  By: _________________________    HOLDER: _________________________
