NEITHER THIS NOTE NOR THE SECURITIES ISSUABLE UPON CONVERSION OF THIS NOTE HAVE BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “ACT”) OR APPLICABLE STATE SECURITIES LAWS AND HAVE BEEN ACQUIRED FOR INVESTMENT AND NOT WITH A VIEW TO, OR IN CONNECTION WITH, THE SALE OR DISTRIBUTION THEREOF. SUCH SECURITIES MAY NOT BE SOLD, OFFERED FOR SALE, PLEDGED OR HYPOTHECATED IN THE ABSENCE OF AN EFFECTIVE REGISTRATION STATEMENT RELATED THERETO OR AN EXEMPTION THEREFROM UNDER THE ACT AND ANY APPLICABLE SECURITIES LAWS.

CONVERTIBLE PROMISSORY NOTE

$25,000.00
Date
Atlanta, Georgia

For value received company Name, a Georgia limited liability company (“Company”) promises to pay to [NAME] or its successors or assigns (“Holder”) the principal sum of $25,000.00 with simple interest on the outstanding principal amount at the rate of eight percent (8.0%) per annum.  Interest shall commence with the date hereof and shall continue on the outstanding principal until paid in full or otherwise converted pursuant to sections 3 and 4 below.  Subject to sections 3 and 4 below, all interest on the outstanding principal shall accrue and be due and payable as of the date that is the fifth anniversary of the date hereof (the “Maturity Date”).  Interest shall be computed on the basis of a 360-day year. 

1. Instrument.  This Note (the “Note”) is one of a series of notes (collectively, the “Notes”) issued pursuant to the Note and Warrant Purchase Agreement dated as of _____________________________ (the “Purchase Agreement”) between the Company, the Holder and certain other purchasers.  The “Note Balance” shall mean at any particular time the then outstanding principal balance and any accrued but unpaid interest on this Note.  The “Aggregate Note Balance” shall mean at any particular time the then outstanding principal balance and any accrued but unpaid interest on all Notes, collectively, issued pursuant to the Purchase Agreement, including this Note. Other capitalized terms used herein but not otherwise defined herein shall have the meanings ascribed to them in the Purchase Agreement.  Certain additional terms and conditions applicable to this Note are set forth in the Purchase Agreement.
2. Payments.  All payments of interest and principal shall be in lawful money of the United States of America.  All payments shall be applied first to accrued interest, and thereafter to principal.

3. Conversion.  
(a) In the event that the Company issues and sells a series of Equity Securities (as defined below) to investors in a Financing (as defined below) on or before the Maturity Date (such sold securities, the “Next Round Securities”), then, as elected in the sole discretion of the Holder, the Note Balance may be converted in whole upon the closing of such Financing into the series of Next Round Securities sold to the investors at a conversion price equal to the price per unit or share paid by the investors purchasing such Next Round Securities on the same terms and conditions as provided to such investors.  

(b) In the event of the conversion referenced in 3(a) above, the rights, preferences, privileges, restrictions and other matters relating to the Next Round Securities into which the Note Balance may be converted shall be set forth in the Company’s Operating Agreement (or similar governing document if the Company has converted or merged into a corporation) which shall be in effect prior to the effective time of the conversion of the Note.

(c) “Equity Securities” shall mean (a) preferred membership interests of the Company, whether or not currently authorized, and any securities convertible into or exchangeable for such preferred membership interests and (b) if the Company converts or is merged into a corporation prior to the conversion of this Note, preferred capital stock of the Company, whether or not currently authorized, and any securities convertible into or exchangeable for such preferred capital stock.
(d) “Financing” shall mean the Company’s next sale and issuance of Next Round Securities in any amount to occur and be consummated following the date hereof.  

4. Liquidation Event.  In the event that (i) the Company sells, transfers, or other disposes of all or substantially all of its assets, (ii) the Company liquidates, dissolves, or distributes its assets to its members or shareholders, or (iii) the holders of the Company’s interests, units, stock, or other applicable evidence of equity ownership sell, transfer, or otherwise dispose of such equity interests such that the holders of such interests prior to the transaction no longer constitute a majority of the interests outstanding following the transaction (any of (i), (ii), or (iii), a “Liquidation Event”), prior to the repayment or conversion of this Note in full, the Holder shall elect either:
(a) For the Holder of this Note to receive a payment from the Company (or from a third party at the direction of the Company) in an amount equal to the Note Balance as of the closing date of the Liquidation Event; or

(b) To convert the Note Balance into shares of an equity security of the Company to be created and issued immediately prior to the closing of the Liquidation Event which shall entitle the Holder to receive an amount equal to the Liquidation Percentage (as determined below) multiplied by the net proceeds received by the Company and/or all of its owners of equity interests (after payment of transaction expenses, settlement of any outstanding debt, employee expenses and the like, but prior to any payment of liquidation preference to holders of preferred equity or any tax payments) in such Liquidation Event.  The “Liquidation Percentage” shall be equal to (i) the original principal amount of this Note divided by the aggregate principal amount of all of the Notes issued pursuant to the Purchase Agreement, multiplied by (ii) 0.1; provided however, that notwithstanding anything herein, the total aggregate amount that the Holder shall be entitled to receive pursuant to this Section 4(b) shall not exceed three times the original principal amount of this Note.
5. Repayment Upon Maturity.  If this Note has not been repaid or converted in accordance with the terms of Section 3 or 4 on or prior to the Maturity Date, then the Note Balance shall become immediately due and payable on the Maturity Date.

6. Security.  The Note is unsecured.

7. Prepayment.  The Company may prepay this Note prior to the Maturity Date without the consent of the Holder, provided however, that this Note may not be prepaid without the Holder’s consent if the prepayment is made within 120 days prior to the consummation of a Liquidation Event that occurs prior to a Qualified Financing.

8. Events of Default; Remedies.  

(a) Events of Default.  The occurrence of any Event of Default, as defined in the Purchase Agreement, shall constitute an “Event of Default” hereunder.  

(b) Remedies.  Upon the occurrence of an Event of Default, at the option and upon the declaration of the Holder (or automatically without such declaration if an Event of Default set forth in Section 8(a)(iv) occurs), the entire Note Balance shall, without presentment, demand, protest, or notice of any kind, all of which are hereby expressly waived, be forthwith due and payable, and such Holder may, immediately and without expiration of any period of grace, enforce payment of all amounts due and owing under this Note and exercise any and all other remedies granted to it at law, in equity or otherwise.
9. Governing Law.  The terms of this Note shall be governed by and construed in accordance with the laws of the State of Georgia, as applied to agreements among Georgia residents, made and to be prepared entirely within the State of Georgia.
10. Time of Essence.  Time is of the essence with respect to all of the Company’s obligations and agreements under this Note.

11. Successor and Assigns.  This Note and all provisions, conditions, promises and covenants hereof shall be binding in accordance with the terms hereof upon the Company, its successors and assigns.  The obligations of the Company set forth herein shall not be assignable by the Company without Holder’s prior written consent.

12. Remedies.  All remedies conferred upon Holder by this Note or any other instrument or agreement connected herewith or related hereto shall be cumulative and none is exclusive, and such remedies may be exercised concurrently or consecutively at Holder’s option.

13. Amendment or Waiver.  Any term of this Note may be amended or waived with the written consent of the Company and a Purchaser Majority, whether or not the Holder is party to such written consent.  A waiver on one occasion shall not be construed as continuing or as a bar to or waiver of such right or remedy on any other occasion.

14. Entire Agreement.  The Notes, the Purchase Agreement and the Warrants collectively contain the entire understanding of the Company and the Holders with respect to the subject matter hereof and thereof and expressly supersede any and all prior agreements and understandings among them with respect to such subject matter.  All pronouns contained herein, and any variations thereof, shall be deemed to refer to the masculine, feminine or neutral, singular or plural, as to the identity of the parties hereto may require.

*********************************


