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	This Preferred Stock Investment Agreement (this “Agreement”) is entered into as of the Effective Date between the Company, the Investor and the Key Shareholders.

The parties agree as follows:
Parties and Effective Date
	Investor
	[insert investor name], [insert address]
[insert phone number], [insert fax], [insert email]

	Company
	[insert company name], [insert address]
[insert phone number], [insert fax], [insert email]

	Key Shareholders
	[insert name], [insert address]
[insert phone number], [insert fax], [insert email]

	Effective Date
	[insert date]


Key Terms and Conditions
	(a) Pre-money valuation
	KRW [insert pre-money valuation amount]

	(b) Total investment amount
	KRW [insert total amount being invested]

	(c) Total number of issued and outstanding shares on a fully-diluted basis, prior to the Closing
	[insert total number of shares on a fully-diluted basis = all issued shares PLUS shares issuable upon exercise of stock options PLUS shares issuable upon exercise of other convertible securities (including any previously issued convertible preferred stock) MINUS shares issued to other investors in this financing round (if any)]

	(d) Stock options issuable
	[insert number = percentage agreed by the parties (typically 10%) of the sum of the total number of shares on a fully-diluted basis set forth in (c) above and total number of shares to be issued to investors set forth in (e) below as of the Closing Date.]

	(e) Number of shares to be issued to the Investor
	[insert number = total investment amount / (pre-money valuation / total number of issued and outstanding shares on a fully diluted basis prior to Closing), if the number results in a fraction, the number should be rounded down]

	(f) Price per share (“Share Price”)
	KRW [insert number = pre-money valuation / total number of issued and outstanding shares on a fully diluted basis prior to Closing]




Definitions
“Preferred Stock” shall mean the shares of convertible preferred stock of the Company issued to the Investor pursuant to this Agreement.
“Payment” shall mean the payment of the total investment amount by the Investor to the bank account designated by the Company for the purchase of the Preferred Stock pursuant to this Agreement.
“Payment Date” shall mean the date on which the Payment is made by the Investor, which shall be [insert the date on which the purchase price will be paid to the Company], or such other date as mutually agreed among the parties.
“Closing Date” shall mean the date on which Payment is actually completed.
“Issuance Date” shall mean the date on which the Preferred Stock will be issued, which shall be the day immediately following the Closing Date.
General Terms and Conditions
Article 1 Subscription and Issuance of New Shares
1. On the Payment Date, the Investor shall make the Payment and the Company shall issue and sell to the Investor the Preferred Stock.  	On the Issuance Date, the Company shall apply for registration of the capital increase to reflect the Closing with the commercial registry office and deliver the following to the Investor:
A. Stock certificates representing the Preferred Stock (or if no certificates are to be issued, a certificate of non-issuance of stock certificates);
B. An updated shareholders’ registry;
C. A copy of the Company’s amended commercial registry reflecting the terms necessary for the issuance of stock options pursuant to Article 12; and
D. An updated Articles of Incorporation of the Company dated as of the Closing Date (if amended pursuant to this Agreement).
1. Notwithstanding Article 9, the Company may sell and issue additional shares of preferred stock by the deadline and up to the maximum investment amount set forth in the table below, to the extent that the price per share is not lower than the Share Price and such issuance does not negatively affect the rights of the Investor. 
	Deadline
	No later than [insert deadline]

	Maximum investment amount
	No more than [insert amount]


Article 2  Conditions Precedent
The obligation of the Investor to consummate the Closing shall be subject to the satisfaction, on or before the Closing Date, of the following conditions, unless waived in writing by the Investor:
A. 	The representations and warranties of the Company and the Key Shareholders contained in Article 4 shall be true and correct in all respects as of the Closing.
B. 	The Company shall have performed and complied with all covenants, agreements, obligations and conditions contained in this Agreement that are required to be performed or complied with by the Company on or before the Closing.
C. 	All corporate and other proceedings (including shareholders meetings and board of directors meetings) related to the transactions contemplated at the Closing and all related documents shall be reasonably satisfactory in form and substance to the Investor, and the Investor shall have received all such evidentiary documents as reasonably requested.
D. The Company shall have performed all necessary procedures (including amending the articles of incorporation and registering such amendment with the commercial registry office) in connection with the issuance of stock options pursuant to Article 12.
E. [insert any additional conditions as may be agreed by the parties]
Article 3 Terms and Conditions of the Preferred Stock
The terms and conditions of the Preferred Stock shall be as set forth on Exhibit 1, and the parties shall be entitled to the rights and bound by the obligations under such terms and conditions.
Article 4 Representations and Warranties
1. The Company and the Key Shareholders represent and warrant that the following are correct and accurate:
A. Exhibit 2 sets forth the capitalization of the Company as of the Effective Date and the Payment Date.
B. The financial statements and accounting documents provided to the Investor fairly present in all respects the assets, liabilities, profits and losses, cashflow, and other financial conditions and operating results of the Company.
C. The Company solely owns or possesses effective legal rights to all intellectual property required to conduct its business as conducted as of the Closing Date, without any infringement of the rights of others.
2. 2.	The Investor represents and warrants that the following are correct and accurate:
A. 	The Investor has full power and authority to enter into this Agreement and carry out the transactions contemplated under this Agreement.
B. The obligation of the Investor to pay the purchase price under this Agreement is a valid, effective and enforceable legal obligation.
Article 5 Transfer of Key Shareholders’ Shares
Each Key Shareholder may transfer his/her shares to a third party only with the prior written approval of the Investor.  If no prior written consent of the Investor is obtained, each Key Shareholder may transfer his/her shares only in accordance with Articles 6 and 7.
Article 6 Right of First Refusal
1. If a Key Shareholder proposes to transfer any of his/her shares (“Transfer Shares”) to a third party (such third party, the “Prospective Transferee”; and such transfer, the “Proposed Transfer”), the Key Shareholder shall first give a written notice (“Transfer Notice”) to the Investor which includes the terms and conditions of the Proposed Transfer.
2. 	Within 10 business days of receiving the Transfer Notice, the Investor may notify the Key Shareholder of its intent to acquire the Transfer Shares, in which case the Investor shall have the right to acquire the Transfer Shares in preference to any other third party on the terms indicated in the Transfer Notice (“Right of First Refusal”); provided that, if any third parties exercise their right of first refusal, the Investor shall have the right to purchase its pro rata share of the Transfer Shares with such third parties based on their respective shareholding in the Company.
3. If the Investor does not exercise its Right of First Refusal and the Co-Sale Right (as defined below) within 10 business days of receiving the Transfer Notice, the Key Shareholder shall be free to sell the Transfer Shares to the Prospective Transferee on terms and conditions substantially similar to (and in no event more favorable than) the terms and conditions set forth in the Transfer Notice.
Article 7 Co-Sale Right
1. 	The Investor shall have the right to participate in the Proposed Transfer of Transfer Shares by the Key Shareholder by notifying the Key Shareholder of its intent to participate in the Proposed Transfer within 10 business days of receiving the Transfer Notice (“Co-Sale Right”); provided that, if any third parties exercise their co-sale rights, the Investor shall have the right to purchase its pro rata share of the Transfer Shares with such third parties based on their respective shareholding in the Company.
2. If the Investor exercises its Co-Sale Right, the Key Shareholder may not sell any Transfer Shares to such Prospective Transferee unless the Prospective Transferee purchases all of the shares the Investor proposes to sell pursuant to its exercise of the Co-Sale Right.
Article 8 Use of Proceeds
The Company shall use the proceeds from the sale of the Preferred Stock solely for business operation purposes unless otherwise approved in writing by the Investor.
Article 9 Consent Right of the Investor
The Company may not engage in the following without first obtaining prior written consent from the Investor:
A. Issue any shares or equity-linked securities of the Company at a price per share lower than the Share Price;
B. Wind-up or forfeit all or a substantial part of the business and affairs of the Company;
C. 	Effect any merger, consolidation, split or any other fundamental restructuring of the Company;
D. 	Sell, lease, or otherwise dispose of all or substantially all of the tangible or intangible assets (including IP rights) of the Company;
E. Directly or indirectly issue or engage in the initial sale of cryptocurrency (including, without limitation, initial coin offerings, token generation events, token launches, or any other initial sale of cryptocurrency regardless of the term used to describe such sale, such sale a “Token Issuance”) through any of the following entities regardless of the jurisdiction in which the entity is established,  or establish such an entity for the purpose of a Token Issuance:
1) A subsidiary of the Company (as defined under Article 342-2 of the Korean Commercial Code)
2) An affiliate of the Company (as defined under Article 2 of the Monopoly Regulation and Fair Trade Act)
3) An entity which has entered into an agreement with the Company to pay or receive profits arising from the sale of cryptocurrency in the form of service fees or profit sharing; or
4) An entity in which a key shareholder and/or officer of the Company has participated as a founder (including without limitation, a foundation, association, or company) which actually conducts the Token Issuance related to the Company’s business.
F. 	Any other conduct having a material effect on the management of the Company.
Article 10 Reporting
The Company shall provide the following to the Investor:
A. 	Financial statements (balance sheet, income statement) and total trial balance: within 45 days of the end of each fiscal year;
B. Semi-annual report: within 30 days of the end of each fiscal half year; and
C. Quarterly report: within 30 days of the end of each quarter.
Article 11 Preemptive Right and Dividends
1. If the Company issues new shares by way of shareholder allotment or third party allotment, the Investor shall have the right to acquire such new shares in proportion to its shareholding percentage.
2. 	If the number of shares of the Company is increased due to an issuance of shares without consideration or issuance of shares as a dividend, the holders of the Preferred Stock shall be entitled to receive (without payment of any consideration) shares having the same terms and conditions as the Preferred Stock in proportion to the number of shares increased by such issuance.
Article 12 Stock Options
The Company may grant stock options (including those stock options already granted prior to the Closing Date) to directors, officers, and employees of the Company that have contributed to or have the ability to contribute to the operation and technical development of the Company, up to the number of stock options issuable set forth in the Key Terms and Conditions.  Any allocation or grant of stock options exceeding such limit shall require the Investor’s prior written approval.
Article 13 Resignation; Non-compete
1. 	A Key Shareholder may not voluntarily terminate his/her employment with the Company or stop working full-time for the Company within 1 year of the Effective Date, except in case of illness, death or other causes beyond the control of the Key Shareholder.
2. 	A Key Shareholder may not become an officer, employee, director or shareholder of a competitor of the Company within 3 years of the Effective Date.
Article 14 Obligations of the Company and the Key Shareholders
1. The Company and the Key Shareholders shall severally indemnify and hold harmless the Investor from and against all losses arising out of their respective breach of any representation, warranty, or obligation of the Company and/or the Key Shareholders in this Agreement.
2. 	Notwithstanding Section 14.1 above, if a Key Shareholder transfers any of his/her shares in the Company in violation of Article 5, 6 or 7, such Key Shareholder shall indemnify the Investor for such breach in an amount equal to the larger between: (i) the Investor’s total investment amount hereunder and (ii) the total sales proceeds received by the Key Shareholder from its sale of the Company shares.
3. If (1) the amount of consideration the Investor receives upon the occurrence of any Deemed Liquidation Event is less than (2) the amount the Investor would have received upon a Liquidation, the Key Shareholders shall pay to the Investor the difference between (1) and (2) above; provided that the amount payable by the Key Shareholders hereunder shall not exceed the aggregate amount of proceeds he/she receives as a result of such Deemed Liquidation Event.
Article 15 Survival
This Agreement shall automatically terminate if the Investor holds less than 10% of the total amount of Preferred Stock issued to the Investor pursuant to this Agreement; provided that Articles 7 and 16 shall survive such termination and remain in full force and effect and such termination shall not affect any rights or obligations already accrued prior to such termination.
Article 16 Confidentiality
The parties shall keep confidential and shall not disclose or cause to be disclosed the execution and/or performance of this Agreement or the terms and conditions of this Agreement, except to the extent:
1. Necessary to perform or give effect to this Agreement; provided in such case, the disclosing party has given prior notice to the other parties;
1. Required by applicable law or by an order of a governmental authority; provided in such case, the disclosing party shall give notice to the other parties prior to any disclosure; 
1. Is or becomes publicly available without fault of the disclosing party; or
1. Expressly authorized in writing by the other parties.
Article 17 Entire Agreement
This Agreement constitutes the entire agreement between the Parties and supersedes all prior agreements and understandings, whether written and oral, relating to the subject matter of this Agreement.
Article 18 Severability
In the event one or more of the provisions of this Agreement should, for any reason, be held to be invalid, illegal or unenforceable in any respect, such invalidity, illegality, or unenforceability shall not affect any other provisions of this Agreement, and this Agreement shall be construed as if such invalid, illegal or unenforceable provision had never been contained herein.
Article 19 Governing Law
This Agreement shall be governed, construed and interpreted in accordance with the laws of the Republic of Korea, without giving effect to principles of conflicts of law or choice of law that would cause the substantive laws of any other jurisdiction to apply.

[signature page follows]

The parties have caused copies of this Agreement to be executed as of the Effective Date, and each party shall keep one executed copy for its records.
[bookmark: _DV_M637]
Company:		[insert company name]
	
			__________________________
			By: [insert name of representative director]
			Its: Representative Director 	(SIGNATURE OR SEAL)


Investor:		[insert name] 
	
			__________________________
			By: [insert name of representative director]
			Its: Representative Director 	(SIGNATURE OR SEAL) 


Key Shareholders:	[insert name] 
	
			________________   (SIGNATURE OR SEAL)











Exhibit 1
	Terms and Conditions of the Preferred Stock

1. Voting Rights.  Each share of Preferred Stock and each share of common stock issuable upon the conversion of Preferred Stock shall have 1 vote per share.
1. Liquidation Preference.  	In the event of any liquidation, dissolution, or winding up of the Company (a “Liquidation”), or (i) a merger or consolidation (other than one in which stockholders of the Company own a majority by voting power of the outstanding shares of the surviving or acquiring corporation), (ii) a sale, lease, transfer, or other disposition of all or substantially all of the assets (including material intellectual properties) of the Company, or (iii) transfer of existing shares which results in the acquirer or purchaser of such shares acquiring or holding, directly or indirectly, 50% or more of the issued and outstanding shares of the Company ((i), (ii), and (iii) above, each a “Deemed Liquidation Event”), the holders of Preferred Stock shall be entitled to be paid out of the assets of the Company as follows:
A. Before any payment is made to the holders of common stock, the holders of Preferred Stock shall be entitled to be paid an amount per share equal to the sum of (i) the Share Price and (ii) any declared but unpaid dividends.
B. [bookmark: _GoBack]Thereafter, the holders of the common stock shall be entitled to be paid out of the remaining assets of the Company an amount per share equal to the amount per share of the holders of the Preferred Stock in Section 2.A above, after which, any remaining assets shall be distributed among the holders of the Preferred Stock and the holders of the common stock, pro rata based on the number of shares held by each such holder, treating for this purpose all Preferred Stock as if they had been converted to common stock immediately prior to such Liquidation or Deemed Liquidation Event.
1. Conversion.  At any time from the Issuance Date and 10 years thereafter, a holder of Preferred Stock shall have the right to convert Preferred Stock held by it into common stock in accordance with the following conversion ratio:
A. 	The rate at which shares of Preferred Stock may be converted into shares of common stock (the “Conversion Rate”) shall be the quotient of the Share Price divided by the then effective Conversion Price.
B. The Conversion Price shall initially be an amount equal to the Share Price.  The Conversion Rate shall initially be 1 (i.e., 1 share of Preferred Stock shall be convertible into 1 share of common stock).
C. If the Company issues any stock or convertible bond for a consideration per share less than the then effective Conversion Price (other than stock issued pursuant to a stock option), then the Conversion Price shall be reduced, concurrently with such issue, to the consideration per share received by the Company for such issue.
D. Upon the merger of the Company into another entity, if the per share valuation of the shares of the Company for the calculation of the exchange ratio is less than the Conversion Price, then the Conversion Price shall be reduced to the per share valuation.
E. 	If the Company effects a stock split or stock combination, the Conversion Price shall be adjusted proportionately in accordance with the split or combination ratio in such transactions.
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Capital Structure

7 / 7

image1.png
SEUM




