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This term sheet is an expression of intent only, does not express the agreement of the parties, is not meant to 

be binding on the parties, and is meant to be used as a negotiation aid by the parties.  The parties do not 

intend to be bound until they enter into definitive agreements regarding the subject matter of this term sheet. 

Investors: Investors shall be identified by the Company in its sole discretion (the “Investors”, 

each an “Investor”). Amounts may be funded in any number of closings at the 

Company’s discretion.  Anticipated raise of up to $1,500,000, but the aggregate amount 

shall be determined by the Company in its sole discretion. 

SAFE: The Company shall issue simple agreements for future equity (the “SAFEs”) in a single 

series in exchange for amounts invested by the Investors.  The SAFEs will have the 

following principal provisions: 

Conversion in Qualified Financing:  In the event the Company consummates, prior to 

any other conversion or repayment of the SAFEs, an equity financing pursuant to which 

it sells shares of its preferred stock (the “Preferred Stock”) (a “Financing”) in which 

the aggregate gross purcuase price for new cash investors buying such Preferred Stock 

in the Financing is at least $3,000,000 (a “Qualified Financing”), then each SAFE 

shall automatically convert, at the initial closing of such Qualified Financing, into the 

number shares (rounded down to the nearest whole share) of the Preferred Stock as is 

equal to the original face amount of such SAFE (the “Face Amount”) divided by the 

applicable Conversion Price (determined as hereinafter provided).   

Conversion in a Non-Qualified Financing:  In the event the Company consummates, 

prior to any other conversion or repayment of the SAFEs, a Financing that does not 

constitute a Qualified Financing (a “Non-Qualified Financing”), then upon the 

election of the Majority Holders (as defined below) each SAFE shall automatically 

convert, at the initial closing of such Non-Qualified Financing, into the number shares 

(rounded down to the nearest whole share) of the Preferred Stock as is equal to the Face 

Amount divided by the applicable Conversion Price. 

Outside Date Conversion: If the SAFEs have not otherwise been converted on or before 

the date that is twenty-four (24) months after the date the first SAFE is issued (the 

“Outside Date”), then each Investor shall have the option to convert the SAFEs held by 

such Investor into such number of shares (rounded down to the nearest whole share) of 

Series Seed Preferred Stock as is equal to the Face Amount divided by the  Outside 

Date Conversion Price (as defined below). 

Conversion in a Change of Control:  If the Company is acquired prior to a Financing, 

then each  shall automatically convert, effective immediately prior to the closing of 

such acquisition, into such number of shares (rounded down to the nearest whole share) 

of Series Seed Preferred Stock (with such substantive terms as are mutually agreed 

among the Company and the Majority Holders) as is equal to the Face Amount divided 

by the  Outside Date Conversion Price. 

Certain Definitions: For purposes of any conversion in a Financing: (a) the 

“Conversion Price” for any SAFE issued on or after September 1, 2017 shall be equal 

to 80% of the price per share paid by the other purchasers of Preferred Stock in the 

Financing; (b) for all other SAFEs, the “Conversion Price” shall be equal to the lesser 

of (i) 80% of the price per share paid by the other purchasers of Preferred Stock in the 
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Financing and (ii) the price obtained by dividing the Applicable Cap (as defined below) 

by the number of outstanding shares of common stock of the Company immediately 

prior to the Financing (assuming conversion of all securities convertible into common 

stock and exercise of all outstanding options and warrants, but excluding (x) the shares 

of equity securities of the Company issuable upon the conversion of SAFEs, any other 

“Simple Agreements for Future Equity” (that are not of the same series as the SAFEs), 

any indebtedness (such as convertible promisorry notes), or similar convertible 

securities and (y) shares reserved for future issuance pursuant to equity incentive plans 

that are not subject to outstanding options or other awards); and (c) the “Applicable 

Cap” is $10,000,000; provided, however, that the Applicable Cap shall be discounted to 

(i) $6,000,000 for SAFEs issued on or prior to April 15, 2017; and (ii) $8,000,000 for 

SAFEs issued after April 15, 2017 and on or before September 15, 2017.  For purposes 

of any conversion on or after the Outside Date at an Investor’s election or any 

conversion in connection with an acquisition of the Company, (a) “Outside Date 

Conversion Price” means, for all SAFEs, the price obtained by dividing the Outside 

Date Cap (as defined below) by the number of outstanding shares of common stock of 

the Company immediately prior to the Financing (assuming conversion of all securities 

convertible into common stock and exercise of all outstanding options and warrants, but 

excluding (x) the shares of equity securities of the Company issuable upon the 

conversion of SAFEs, any other “Simple Agreements for Future Equity” (that are not of 

the same series as the SAFEs), any indebtedness (such as convertible promisorry 

notes), or similar convertible securities and (y) shares reserved for future issuance 

pursuant to equity incentive plans that are not subject to outstanding options or other 

awards); and (b) the “Outside Date Cap” means $10,000,000; provided, however, that 

the Applicable Cap shall be discounted to (i) $6,000,000 for SAFEs issued on or prior 

to April 15, 2017; and (ii) $8,000,000 for SAFEs issued after April 15, 2017 and on or 

before May 15, 2017. 

Future Rights: In the event the Company issues other convertible securities, prior to conversion of the 

SAFEs into equity of the Company, that contain superior terms to the SAFEs, the 

SAFEs will be amended to reflect such superior terms. 

Other Rights: After the SAFEs have converted into equity of the Company, then the Company shall 

use commercially reasonable efforts to ensure that (1) each Investor that held SAFEs 

with an aggregate Face Amount of at least $250,000 shall be afforded customary 

information rights and inspection, both subject to customary limitations; (2) each 

Investor shall be afforded pro rata rights in future financings of the Company after such 

conversion; and (3) the largest cash investor in the Company that is not otherwise 

represented on the Company’s Board of Directors (the “Board”) shall have a right to a 

non-voting Board observer position, subject to customary limitations.  

ICO: Notwithstanding anything herein to the contrary, in the event the Company 

consummates an ICO (as defined below) prior to any other conversion of the SAFEs 

then, thereafter, the Company the Company shall pay, in cash, to each Investor a cash 

amount equal to the Face Amount of each SAFE held by such Investor prior to such 

ICO and, thereupon, each SAFE shall be automatically amended so that the Applicable 

Cap is two (2) times the Applicable Cap as of immediately prior to such payment and 

amendment.  Each such Investor shall have the right, but not the obligation to elect to 

reinvest the payment received in an additional SAFE having the same Face Amount as 

the SAFE previously held by such Investor, each of which SAFEs shall also reflect the 

new amended Applicable Cap.  By way of example only, if an Investor held a SAFE 

with a face amount of $100,000, and such SAFE was issued on May 5, 2017, then 
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following an ICO (1) the Company would pay to such Investor $100,000, (2) the 

Applicable Cap of such SAFE would be increased from $8,000,000 to $16,000,000 and 

(3) if so elected by such Investor, the Investor could reinvest such $100,000 payment in 

a new SAFE having an applicable cap of $16,000,000.  An “ICO” shall mean the 

Company’s provision of control of cryptographic, blockchain-based tokens of its own 

creation to one or more third parties in exchange for funds resulting in gross proceeds 

to the Company of at least $2,000,000.  For the avoidance of doubt, the cash repayment 

shall not be made to any SAFE purchased or issued after an ICO. 

Documentation: The investments will be made pursuant to documentation prepared by the Company’s 

legal counsel, Cooley LLP.  The SAFEs may be amended by the Company and the 

Investors holding SAFEs representing a majority in interest, based upon aggregate Face 

Amounts, of all SAFEs (the “Majority Holders”).  

Expenses: The Company and Investors will each bear their own legal and other expenses with 

respect to the SAFEs.  


