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SUBSCRIPTION AGREEMENT [footnoteRef:1] [1:  	This sample Subscription Agreement is for use in early rounds of seed financings by and between a small number of actual friends and family (generally between 6-10)(“Friends and Family Offering”) that are willing to invest on an equal equity basis with the start-up entrepreneur (i.e., willing to invest in common stock and not require preferred stock with rights and preferences ahead of the common stock holders) where the terms of the investment are lightly negotiated and any agreements among the shareholders relating to the investment are set forth in a Stockholders’ Agreement (“Stockholders Agreement”). It is not for use in connection with a fully negotiated investment in shares of such common stock where the Company is required to make detailed representations, warranties and covenants as a condition to the investment and agree to certain post-financing obligations (in which case the parties will likely enter into a Stock Purchase Agreement). See sample “Stock Purchase Agreement – Early Investment” for an example of such an agreement.  A Stock Purchase Agreement (rather than this Subscription Agreement) is likely to be required by an Investors Group comprised of  angel investors or other sophisticated investors.  It also is not for use in connection with a private placement offering outside of a Family and Friends Offering where a more detailed subscription agreement would be used, together with an Investor Questionnaire and a Purchaser Representative’s Questionnaire, to determine the suitability of the investor for the offering in accordance with the applicable exemption from registration under the Securities Act of 1933 (the “Securities Act”) that the Company will rely upon. ] 


[Common Stock - Early Investment]


SUBSCRIPTION AND SALE AGREEMENT (this “Agreement”) dated as of ___, 20__, by and between [Insert Company Name], a [Insert State of Incorporation] corporation (the “Company”)[footnoteRef:2], and the undersigned (the “Investor”). [2:  	Although the entity could be a limited liability company, a limited partnership, a corporation, or other entity, the proposed investment reflected in this Subscription Agreement is a common stock purchase from a corporation where all investors will share ratably all rights to distributions and voting based on the number of shares held by each.    ] 


Subscription.  Subject to the terms and conditions hereof, the Investor hereby subscribes to purchase that number of shares of common stock, par value [$____] per share, of the Company (the “Common Stock”) set forth on the signature page of this Agreement at a purchase price of $____ per share (“Purchase Price”).  Payment for the Common Stock shall be made in cash or by certified bank or cashier’s check payable in immediately available funds in the amount of the Purchase Price made payable to the order of the Company and such payment shall be delivered on or prior to the execution and delivery of this Agreement.
Terms of Subscription.  The Investor acknowledges and agrees that this Agreement is made subject to the following terms and conditions: [footnoteRef:3] [3:  	This sample is based on an offering exempt from registration under the Securities Act, typically Regulation D promulgated by the Securities and Exchange Commission (“SEC”) under the Securities Act (“Regulation D”), for the offer and sale of the securities. Generally, issuing companies will attempt to satisfy the exemption provided under 506 of Regulation D (“Rule 506”) because compliance with this rule will pre-empt the registration requirements imposed by various state securities laws (other than notice requirements and the payment of filing fees to the states). Pursuant to Rule 506(b) of Regulation D, the sale of securities may not be made to more than 35 non-accredited purchasers, the offer and sale of such securities may not be made by means of any general solicitation or advertising, and certain disclosures are required to be made to any non-accredited purchasers. Rule 506(c) of Regulation D does permit general solicitations and advertising in the offer and sale of securities to accredited investors only, but establishes a more robust procedure to verify that all of the investors are accredited investors. The representations and warranties in this agreement would not, by itself, satisfy the more robust requirements of Rule 506(c).  However, because Friends and Family Offerings often include non-accredited investors, this agreement only contemplates compliance with Rule 506(b). ] 


The Investor hereby intends that his signature hereon shall constitute a subscription to the Company for the number of shares of Common Stock specified on the signature page of this Agreement.
This subscription for the purchase of Common Stock is subject to acceptance by the Company and does not, prior to acceptance, bind the Company to sell the shares of Common Stock to the Investor.  The Company shall have the right to accept or reject this subscription, in whole or in part, in its sole and absolute discretion for any reason.
This subscription is and shall be irrevocable unless and until (i) this subscription is for any reason rejected, or (ii) this Agreement is terminated.
Representations, Warranties, and Covenants of Investor.[footnoteRef:4]  The Investor hereby represents, warrants, and covenants to the Company that: [4:  	The Investor representations and warranties are primarily designed to ensure that the Investor meets the requirements for the offer and sale of the securities by the Company to satisfy the private placement exemption from registration under applicable federal and state securities laws. If, for any reason, the issuing company is unable to satisfy the requirements of Rule 506 Regulation D, it will need to determine whether it will need to satisfy a separate exemption under applicable state securities laws and, if possible, then revise the representations and warranties accordingly. For ease of illustration, the section has been prepared for individual investors and not entity investors.  If there is an entity investor, this section would need to be revised to reflect that fact and, if necessary, to make representations as to the entity’s individual owners (i.e., if the entity was formed for the purpose of making this investment).  ] 

The Investor acknowledges that the Investor has been advised and understands  that the Common Stock to be acquired pursuant to this Agreement have not been registered under the Securities Act of 1933, as amended (the “Securities Act”), or registered or qualified under the securities laws of any other jurisdiction and are being sold in reliance upon an exemption from registration under such laws.  Accordingly, the Investor understands that the Investor may not sell, pledge, hypothecate, dispose of, or otherwise transfer (a “Transfer”) the Common Stock unless such shares are subsequently registered and qualified under such laws or, in the opinion of counsel reasonably satisfactory to the Company, an exemption from such registration and qualification is available.[footnoteRef:5]  The Investor further understands that (i) the Stockholders’ Agreement, dated ____, 20___, by and among the Company and the shareholders identified therein (the “Stockholders s Agreement”) contains certain restrictions on any Transfer of the Common Stock, and (ii) any Transfer that is permitted under the Stockholders Agreement must satisfy certain legal, procedural and other requirements. [footnoteRef:6] [5:  	The Securities Act, in general, provides that securities may not be offered or sold except pursuant to a registration statement declared effective under the Securities Act (which will require registration with the SEC under the Securities Act) or pursuant to an exemption from registration thereunder. As indicated above, the shares of Common Stock to be sold in this offering will be offered and sold pursuant to an exemption from registration under the Securities Act.  Because of these requirement, Rule 502(d) of Regulation D requires the issuing company to take reasonable care to ensure that the securities sold pursuant to that exemption from registration will not be resold without compliance with such registration requirements or pursuant to an exemption from such registration.  Paragraphs 3(a), 3(b), 3(d) and 5(c) are designed to demonstrate compliance with this requirement.  ]  [6:  	As indicated in the “Term Sheet – Early Investment,” in a Friends and Family Offering made pursuant to a Subscription Agreement (as opposed to a negotiated Stock Purchase Agreement with angel investors and other sophisticated investors), there will generally be very few agreements between the shareholders other than restrictions on the Transfer of shares (e.g., a right of first refusal prior to any sale to a third party) and, perhaps, certain voting agreements.  These agreements will not be contained in the Subscription Agreement, but will instead be included in a Stockholders Agreement that the Investor must agree to enter into as a condition to the sale of the Common Stock to the Investor.  ] 

The Investor is the sole and true party in interest, and is acquiring the Common Stock solely for his or her own account, not as a nominee, agent, or representative for any person, for investment purposes only, and not with an intent or a view to the sale or distribution of any part thereof within the meaning of Section 2(a)(11) of the Securities Act.  By executing this Agreement, the Investor further represents that he or she does not have any present intent of making a Transfer of, granting a participation in, or otherwise distributing the Common Stock in a manner contrary to the Securities Act or the securities laws of any other applicable jurisdictions, nor does the Investor have any contract, undertaking, agreement, or arrangement with any person to Transfer, grant any participation in, or otherwise distribute any of the Common Stock to such person. The Investor does not presently have any reason to anticipate any change in circumstances or other particular occasion or event which would cause the Investor to need to sell the Common Stock, except in compliance with the terms of this Agreement, the Stockholders Agreement, and the securities laws of all applicable jurisdictions.  
The Investor understands and acknowledges that only the Company can register the Common Stock under applicable securities laws; the Company does not intend to register the Common Stock under the Securities Act or the securities laws of any other jurisdiction; no public market for the Common Stock is expected to develop; and, as a result, an investment in the Common Stock may not be liquid and the Investor must bear the economic risk of the investment indefinitely.  In this regard, the Investor further represents that the Investor has adequate means of providing for the Investor’s current needs and possible personal contingencies; the Investor can afford to bear the economic risk of holding the Common Stock for an indefinite period of time; and the Investor has no need for liquidity in the Investor’s investment in the Common Stock.  The Investor has the net worth sufficient to bear the risks of and to sustain a complete loss of the Investor’s entire investment in the Company.  
The Investor hereby agrees that it will not, directly or indirectly, offer to Transfer or to Transfer any shares of Common Stock (or solicit any offers to buy, purchase, or otherwise acquire or take a pledge of any shares of Common Stock), except in compliance with this Agreement and the Securities Act, the securities laws of all other applicable jurisdictions, and the rules and regulations promulgated thereunder.
The Investor recognizes that in the future the Company may not satisfy the requirements which would permit the undersigned to sell the Common Stock pursuant to Rule 144 promulgated under the Securities Act.
The Investor further acknowledges that it has, alone or together with its purchaser representative (“Purchaser Representative”), sufficient knowledge and experience in financial and business matters so as to be capable of evaluating the merits and risks of the prospective investment in the Common Stock.[footnoteRef:7]   [7:  	Rule 506 requires each purchaser of the securities who are not accredited investors to demonstrate that he or she, either alone or with the assistance of his or her purchaser representative,  has (or reasonably believes he or she has) the knowledge and experience in financial and business matters so as to be capable of evaluating the merits and risks of the prospective investment (the so-called sophistication requirement). In essence, the investor may rely on the expertise and experience of an adviser to satisfy this requirement.  Under Rule 501(i), a purchaser representative must satisfy certain requirements to serve as such and, in order to demonstrate compliance, the person serving as a purchaser representative often will be asked to complete a Purchaser Representative’s Questionnaire. ] 

The Investor recognizes that an investment in the Common Stock and in the Company involves certain risks, and the Investor has taken full cognizance of, understands, and is willing to bear the risks related to the purchase of the Common Stock [including, without limitation, those risk factors set forth in Attachment A to this Agreement, which Attachment A is incorporated herein by reference].[footnoteRef:8] [8:  	Preparation of an a private placement offering memorandum (an “Offering Memorandum”) for dissemination to prospective investors is useful because it is a tangible reminder of the description of the proposed business provided to the investors which describes the planned operations, potential risks, and other material information that may be important to making an investment decision with respect to the Company and its Common Stock.  If shares are offered and sold to non-accredited investors (defined below), the dissemination of certain information prescribed under Rule 502(b)(2) is a precondition to reliance on Rule 506.  However, in an early round financing where the Company is seeking seed financing from friends and family (some of whom may not be accredited investors), the Company generally only has startup operations and very limited capital to prepare an Offering Memorandum and to provide the disclosures required under the Rule.  As a result, start-up companies need to decide whether to offer its shares only to accredited investors within the  friends and family group.  If such companies decide to offer and sell their shares to non-accredited friends and family, these companies also sometimes decide not rely on Rule 506 because of the informational requirements under Rule 506(b)(2) (which includes audited financial statements) and to instead make the offering without an Offering Memorandum. In such instances, at a minimum, such start-up companies should at least consider adding an attachment which identifies the risks of the investment (which risks should include a brief description of the business concept and the challenges faced by the Company in making it successful) and, if possible, a brief term sheet style description of the basic business plan, a description of management, and other matters consider to be material to the investment decision.] 

The Investor is aware and understands that no federal or state agency has made any finding or determination as to the fairness of this offering nor has made any recommendation or endorsement of the Common Stock.
The Investor represents and confirms that the address set forth on the signature page is the Investor’s true and correct residence, and that the Investor has no present intention of becoming a resident of any other state or jurisdiction.  The social security number set forth on the signature page hereof is the Investor’s true and correct social security number.
The Investor confirms that prior to the sale of the Common Stock to the Investor pursuant to this Agreement, the Investor and the Investor’s Purchaser Representative, if any: (i) has been given access to all material books and records of the Company and all material contracts and documents relating to the sale of the Common Stock pursuant to this Agreement; (ii) has been granted the opportunity to ask questions of, and receive answers from, representatives of the Company concerning the Company and the terms and conditions of the sale of the Common Stock by the Company; and (iii) has been given the opportunity to obtain any additional information which the Investor or the Investor’s Purchaser Representative, if any, deems necessary to verify the accuracy of the information supplied to them.[footnoteRef:9]  The Investor further confirms that the Investor has been furnished with all such requested information and all questions asked by the Investor have been answered to the full satisfaction of the Investor and the Investor’s Purchaser Representative, if any.   [9:  	This confirms that the Investor has been given access to the Company’s books, records, and other information necessary to make an investment decision.   This is intended to demonstrate compliance with Rule 502(b)(2)(iv) and (v) of Regulation D. ] 

The Investor further represents that, in connection with the purchase of the Common Stock, the Investor has not relied on any statement or representation of the Company or of any of its affiliates, attorneys, agents, or other representatives, except a specifically set forth or referenced in this Agreement.

The Investor:

[       ]	is an “Accredited Investor” under Regulation D promulgated under the Securities Act for the reasons set forth in Attachment [A][B][footnoteRef:10] to this Agreement, which Attachment [A][B] is incorporated herein by reference. [10:  	If the Risk Factor Attachment A (and, if prepared, the brief term sheet style business description) is included, this will be Attachment B.] 


[       ]	although not an Accredited Investor, has such knowledge and experience in financial and business matters that it is are capable of evaluating the merits and risks of an investment in the Common Stock on the basis of its investment experience, business experience, professional experience, and/or education.

[       ]	is not an Accredited Investor, but it has discussed with its Purchaser Representative who is knowledgeable and experienced in such matters whether an investment by the Investor in the Common Stock is appropriate in light of the Investor’s financial circumstances and have received the advice of such Purchaser Representative with respect to the merits and risks of such an investment.  Together with such Purchaser Representative, and with the benefit of his advice, the Investor has such knowledge and experience in financial and business matters that he or she is capable of evaluating the merits and risks of an investment in the Common Stock.

If the Investor IS NOT an “Accredited Investor,” such Investor acknowledges and agrees that the Company may require, as a condition to the Investor’s purchase of the Common shares, that the Investor furnish the Company with information requested and considered necessary by the Company to evaluate the suitability of the Investor’s potential investment in the Common Stock and to demonstrate that the Investor has the knowledge and experience as to be capable of evaluating the merits and risks of an investment in the Common Stock (to the extent that the Investor does not have a Purchaser Representative). 

The Investor is not subject to any “bad actor” disqualification as set forth in Rule 506(d) of Regulation D or any similar disqualification provision that could adversely affect the Company’s reliance on any federal or state securities registration exemption or that could otherwise adversely affect the offering of the Securities.[footnoteRef:11] [11:  	As a condition to an exemption from registration pursuant to Regulation D promulgated under the Securities Act of 1933, none of the following parties may have engaged in any disqualifying activities as set forth in Rule 506(d): (i) the issuing company or its predecessor or affiliated issuer, (ii) any director, executive officer, general partner, managing member other officer of the issuing company, (iii) any beneficial owner of 20% or more of the issuing company’s equity voting power, and (iv) any promoter, any person paid for soliciting investors, and any general partner, managing member of an  investment manager or solicitor and their directors, executive  officers, and other officers participating in such offering. An exhaustive list of disqualifying activities are set forth in the Rule, but generally pertain to prior violations of federal or state securities laws.] 

The Investor acknowledges and understands that the representations, warranties, and covenants contained in this Agreement are being furnished, in part, and will be relied on by the Company in determining whether this offering of its Common Stock is exempt from registration under the Securities Act and the securities laws of all other applicable jurisdictions and, accordingly, confirms that all such statements contained herein are true, complete, and accurate as of the date hereof, and shall be true, accurate, and complete as of the date that this Agreement is accepted, and shall survive such acceptance.  If any events occur or circumstances exist prior to the issuance of the Common Stock to the Investor which would make any of the representations, warranties, agreements, or other information set forth herein untrue or inaccurate, the Investor agrees to immediately notify the Company in writing of such fact specifying which representations, warranties, or covenants are not true, correct, or accurate, and the reasons therefor.
Indemnification.  The Investor acknowledges and understands the meaning and legal consequences of the representations, warranties, and covenants contained in this Agreement, and agrees to indemnify and hold harmless the Company and its managers, agents, employees, and representatives from and against any and all losses, damages, costs, expenses (including, without limitation, attorney’s fees and costs), and liabilities due to or arising out of any misrepresentations, misstatements, or omissions with respect to, any of the representations or warranties, or a breach of any of the covenants or agreements, contained in this Agreement by the Investor.
Authority.  The Investor is an individual and has full legal capacity to enter into this Agreement and make the representations, warranties and agreements contained herein, to execute this Agreement and the Stockholders Agreement, and to purchase the Common Stock subscribed for hereunder.
Stockholders Agreement.  As a condition to the sale of the Common Stock to the Investor pursuant to this Agreement, the Investor shall execute and deliver the Stockholders Agreement contemporaneously with the execution and delivery of this Agreement and thereby agree that all such shares of Common Stock sold to the Investor hereby are subject to the terms and conditions of the Stockholders Agreement pursuant to which the Investor shall be a party.  
General Provisions.
Transferability.  Neither this Agreement, nor any of the Investor’s rights, obligations, duties or benefits hereunder may be transferred without the written consent of the Company.  Any purported transfer hereof in violation of the foregoing restriction shall be null and void.  The Investor further agrees that the Investor may only Transfer the Common Stock acquired pursuant to this Agreement in accordance with the transfer restrictions described herein and in the Stockholders Agreement.
Revocation.  The Investor agrees that the Investor will not cancel, terminate, or revoke this Agreement or any agreement the Investor has made under this Agreement, and that this Agreement shall survive the Investor’s death or disability, except as provided in Section 7(c) of this Agreement.
Termination.  This Agreement may be terminated: (i) at any time by the Company if, in its sole discretion, it determines to terminate or cancel this offering of the Common Shares prior to the closing of their sale to the Investor, or (ii) by the Company if the representations or warranties shall not be true, complete, and accurate prior to the acceptance of this subscription by the Company.  In the event of any such termination of this Agreement, except for Section 4, 5, and 7 of this Agreement which shall survive any such termination, this Agreement shall be null and void and of no further force or effect.
No Waiver.  The failure of the Company to exercise any right or remedy under this Agreement, or any delay by the Company in exercising same, will not operate as a waiver thereof.  No waiver by the Company is effective unless and until it is in writing and signed on behalf of the Company.
Notices.  All notices and other communications given or made under this Agreement shall be in writing and shall be deemed to be sufficiently given when personally delivered or when sent by registered or certified mail, return receipt requested, postage prepaid, to the other party at the address of such other party set forth in this Agreement.
Legends.  The Investor confers full authority upon the Company to affix the following legends to the face of the certificate or certificate representing the Common Stock tendered thereby as payment of the Purchase Price: 
THE SECURITIES PRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, NOR THE SECURITIES LAWS OF ANY OTHER JURISDICTION AND MAY NOT BE SOLD, PLEDGED, ASSIGNED, OR HYPOTHECATED, DISPOSED OF, OR OTHERWISE TRANSFERRED EXCEPT IN A TRANSACTION REGISTERED UNDER SUCH ACTS, UNLESS THE COMPANY RECEIVES AN OPINION OF COUNSEL SATISFACTORY TO IT THAT SUCH TRANSFER IS EXEMPT FROM THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT OF 1933, AS AMENDED, AND THE SECURITIES LAWS OF ALL OTHER APPLICABLE JURISDICTIONS.
[THE SECURITIES ISSUED BY THIS CERTIFICATE ARE SUBJECT TO THE TERMS OF A STOCKHOLDERS’ AGREEMENT, DATED AS OF _______, 20___, THE PROVISIONS OF WHICH ARE INCORPORATED HEREIN BY REFERENCE.  THE STOCKHOLDERS’ AGREEMENT PROVIDES, AMONG OTHER THINGS, THAT THIS SECURITY MAY NOT BE SOLD OR TRANSFERRED TO ANY PERSON WHO HAS NOT EXPRESSLY ASSUMED THE OBLIGATIONS OF SUCH AGREEMENT AND CONTINUES, AMONG OTHER THINGS, PROVISIONS WHICH LIMIT THE TRANSFER OF THIS SECURITY.  A COPY OF THE STOCKHOLDERS’ AGREEMENT IS AVAILABLE FROM THE COMPANY UPON REQUEST.]

Entire Agreement.  This Agreement constitutes the entire agreement between the parties hereto with respect to the subject matter hereof and may be amended only by a writing executed by all parties.
Governing Law.  This Agreement shall be governed and construed in accordance with the laws of the State of ______.  This Agreement and the rights, powers, and duties set forth herein shall be binding upon the Investor, and the Investor’s heirs, estate, legal representatives, successors, and permitted assigns, and shall inure to the benefit of the Company, its successors, and assigns.  In the event that any provision of this Agreement is invalid or unenforceable under any applicable statute or rule of law, then such provision shall be deemed inoperative to the extent that it may conflict therewith and shall be deemed modified to conform to such statute or rule of law.  Any provision hereof which invalid or unenforceable under any law shall not affect the validity or enforceability of any other provision hereof.

[The rest of this page is intentionally left blank.  Signatures are on the following page.]
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IN WITNESS WHEREOF, I have executed this Agreement this ___ day of __________, 20__.
Number of shares of Common Stock  subscribed for:   					

Aggregate Purchase Price of shares subscribed for: 			$			

The Common Stock subscribed for
hereby are being purchased as follows:

	(Check one)

______ Individually
______ Joint tenants with
	rights of survivorship
______ Tenant in Common
______ In partnership*
______ As custodian, trustee
	or agent for
	_______________**
______ Corporation ***

______________________

*	If a partnership, please include a copy of 
partnership agreement and certificate authorizing investment.

**	If a custodian, trustee or agent, please include trust, agency or other agreement and certificate authorizing investment.

***	If a corporation, please include articles of incorporation; certificate that investment was duly authorized, with corporate resolution or other document authorizing investment attached; and certificate of incumbency of officers.
					
Signature of Investor


				
Print Name

				
Title, if applicable



				
Mailing Address

				
City, State, Zip


				
Social Security Number or
Taxpayer Identification
Number
				
Signature of Co-Investor
If any

			
Print Name

			
Title, if applicable



			
Mailing Address

			
City, State, Zip


			
Social Security Number or
Taxpayer Identification
Number


													

Approved and accepted the ___ day of ___________, 20___.

						[Insert Company Name]

By:	
	



ATTACHMENT A
RISK FACTORS
Investing in the Common Stock involves certain risks and should be considered only by person able to afford the loss of their entire investment and who have no need for liquidity in this investment.  As a condition to investing in the Common Stock, a prospective purchaser and his or her purchaser representative, if any, must  carefully review and understand, among other things, the risks involved with such an investment, including the risks described below, and be willing to accept all of such risks.
Risks Related to the Business
	
[Insert relevant Risks to the Proposed Business]
	
Risks Relating To This Offering and an Investment in the Common Stock

[Insert relevant Risks to the Proposed Business]




ATTACHMENT [A]B]

Accredited Investor Status

The Investor hereby represents and warrants to the Company that such Investor is an “accredited investor,” as that term is defined under Rule 501(a) of Regulation D for the following reasons (please initial all that apply):

		The Investor is a natural person whose net worth on the date of this Agreement (i.e., excess of total assets over total liabilities) exceeds $1,000,000.  See the definition of “Net Worth” below.

		The Investor is a natural person and had Income in excess of $200,000 in each of the two most recent years and reasonably expects to have Income in excess of $200,000 in the current year.  See the definition of “Income” below.

		The Investor, together with the Investor’s spouse, had joint Income in excess of $300,000 in each of the two most recent years and reasonably expects to have joint Income in excess of $300,000 in the current year. See the definition of “Income” below.

		The Investor is a director, executive officer, or general partner of the Company or is a director, executive officer or general partner of a general partner of the Company.

		The Investor, if not an individual, is a corporation, a corporation, a Massachusetts or similar business trust, or a limited partnership with total assets in excess of $5 million, not formed for the specific purpose of acquiring the Common Stock.

		The Investor, if not an individual, is a trust with total assets in excess of $5 million, not formed for the specific purpose of acquiring the Common Stock whose purchase decisions are directed by a sophisticated person as described in Rule 506(b)(2)(ii) under the Securities Act.

		The Investor, if not an individual, is an organization qualified under Section 501(c)(3) of the Internal Revenue Code with total assets in excess of $5 million, not formed for the specific purpose of acquiring the Common Stock.

		The Investor, if not an individual, is a private business development company as defined under Section 202(a)(22) of the Investment Advisers Act of 1940.

		The Investor, if not an individual, is (i) a bank or an insurance company (as defined under the Securities Act), (ii) a broker or dealer registered under Section 15 of the Securities Exchange Act of 1934, (iii) an investment company registered under, or a business development company as defined under, the Investment Company Act of 1940, (iv) a Small Business Investment Company licensed by the Small Business Administration under Section 301(c) or (d) of the Small Business Development Act of 1958, (v) a plan established and maintained by any state, its political subdivisions, or any agency or instrumentality thereof for the benefit of its employees with total assets in excess of $5 million, (vi) an employee benefit plan under ERISA where the decisions are made by a plan fiduciary which is a bank, an insurance company or registered investment adviser or the plan has with total assets in excess of $5 million or, if self-directed, investment decisions are made sole by accredited investors.    

		The Investor, if not an individual, is an entity in which all of the equity owners are accredited investors meeting at least one of the standards set forth above.

For the purposes of this Investor Questionnaire, “Income” is computed by adding the following items to adjusted gross income as computed for federal income tax purposes (but not including any amounts attributable to a spouse or property owned by a spouse): any deductions for long-term capital gain or depletion, any exclusion of interest earned on tax-exempt bonds, any losses allocated from a limited partnership, amounts contributed to an IRA, 401(k) or retirement plan, and alimony payments.
For purposes of this Investor Questionnaire, the calculation of “Net Worth,” which is the amount that the Investor’s assets exceed his or her liabilities, excluding from such calculation  (i) the estimated fair market value of the Investor’s primary residence, and (ii) the amount of any indebtedness secured by the Investor’s primary residence, in an amount up to the estimated fair market value of such residence, shall not be included as a liability. If the indebtedness secured by the Investor’s primary residence exceeds the estimated fair market value of such residence, such excess shall be treated as liability. Notwithstanding clause (ii) above, any increase in the amount of debt secured by the Investor’s primary residence that is incurred within 60 days prior to the issuance of the Common Stock to the Investor shall be included as a liability, even where the estimated fair market value of such residence continues exceed the total debt secured by the residence.
The Investor agrees that the Investor will furnish, upon request of the Company, a copy of the Investor’s financial statement to the Company for purposes of verifying the Accredited Investor status of the Investor
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