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Stock Purchase
Warrant Agreement.
For use in connection with venture debt, bridge financing, and other warrant coverage arrangements for US-incorporated companies.





Disclaimer: The asset is provided for reference purposes only and do not constitute legal, tax, or financial advice. Qapita holds no legal liability for their use or application. Please consult qualified professionals before implementation.
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THIS WARRANT AND THE SECURITIES ISSUABLE UPON EXERCISE OF THIS WARRANT HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), OR UNDER THE SECURITIES LAWS OF ANY STATE. THESE SECURITIES MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERWISE TRANSFERRED EXCEPT PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT OR AN AVAILABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT.

WARRANT TO PURCHASE STOCK
[COMPANY NAME]
Void after: [EXPIRATION DATE]
Warrant No.: [WARRANT-XX]
This Warrant to Purchase Stock (this “Warrant”) is issued as of [ISSUANCE DATE] (the “Issuance Date”) by [COMPANY NAME], a [STATE] corporation (the “Company”), to [HOLDER NAME], or its registered assigns (the “Holder”).
Recitals
WHEREAS, in connection with [describe the underlying transaction, e.g., a Loan and Security Agreement dated as of [DATE] between the Company and Holder, or a Series [__] Preferred Stock Purchase Agreement] (the “Transaction Agreement”), the Company has agreed to issue to the Holder a warrant to purchase shares of the Company’s capital stock on the terms set forth herein.
NOW, THEREFORE, in consideration of the foregoing and the mutual covenants and agreements set forth herein, and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the Company and the Holder agree as follows:
1. Grant of Warrant
Subject to the terms and conditions set forth herein, the Company hereby grants to the Holder the right to purchase up to [NUMBER OF SHARES] fully paid and non-assessable shares of the Company’s [Series __ Preferred Stock / Common Stock] (the “Warrant Stock”), at a per-share purchase price of $[EXERCISE PRICE] (the “Exercise Price”), subject to adjustment as provided in Section 5 below.
Drafting note: If the number of shares is tied to a percentage of principal in a venture debt facility (“warrant coverage”), state the coverage formula here as well, e.g., “equal to [X]% of the aggregate principal amount funded under the Transaction Agreement, divided by the Exercise Price.”
2. Term of Warrant
This Warrant is exercisable, in whole or in part, at any time and from time to time from the Issuance Date until 5:00 p.m. (local time in [CITY, STATE]) on the earlier of (a) [EXPIRATION DATE — typically 7–10 years from issuance for venture warrants], or (b) the consummation of a Change of Control (as defined in Section 5(d) below), unless earlier terminated as provided in Section 5(d) (such period, the “Exercise Period”). Any portion of this Warrant not exercised before the expiration of the Exercise Period shall become void and of no further force or effect.
3. Method of Exercise
3.1 Cash Exercise
The Holder may exercise this Warrant, in whole or in part, by surrendering this Warrant, together with a duly executed Notice of Exercise in the form attached as Exhibit A, at the principal office of the Company, accompanied by payment in full of the Exercise Price in cash, by check, or by wire transfer of immediately available funds for the shares being purchased.
3.2 Net Exercise (Cashless Exercise)
In lieu of exercising this Warrant for cash, the Holder may elect to receive shares equal to the value of this Warrant (or the portion thereof being exercised) by surrendering this Warrant at the principal office of the Company together with a duly executed Notice of Exercise, in which event the Company shall issue to the Holder a number of shares of Warrant Stock computed using the following formula:
X = Y × (A − B) ÷ A
1. X = the number of shares of Warrant Stock to be issued to the Holder
1. Y = the number of shares of Warrant Stock purchasable under this Warrant (or the portion thereof being exercised)
1. A = the fair market value of one share of Warrant Stock, as determined in good faith by the Company’s Board of Directors (or, if applicable, the most recent price per share paid by investors in the Company’s most recent equity financing)
1. B = the Exercise Price
3.3 Partial Exercise; Delivery of Shares
Upon partial exercise of this Warrant, the Company shall issue a new warrant of like tenor for the number of shares for which this Warrant has not been exercised. Certificates for shares issued upon exercise shall be delivered to the Holder within a reasonable time, not to exceed 15 business days, after receipt of the Notice of Exercise and payment of the Exercise Price (as applicable).
4. Adjustments
4.1 Stock Splits, Dividends and Combinations
If the Company at any time subdivides its outstanding shares of the class of stock then purchasable under this Warrant into a greater number of shares, or effects a dividend or distribution payable in additional shares of such class of stock, the Exercise Price in effect immediately prior to such subdivision or dividend shall be proportionately decreased and the number of shares of Warrant Stock issuable hereunder shall be proportionately increased. Conversely, if the Company at any time combines its outstanding shares of such class of stock into a smaller number of shares, the Exercise Price in effect immediately prior to such combination shall be proportionately increased and the number of shares of Warrant Stock issuable hereunder shall be proportionately decreased.
4.2 Reclassification, Exchange or Substitution
If the Warrant Stock issuable upon exercise of this Warrant is changed into the same or a different number of shares of any class or classes of stock, whether by recapitalization, reclassification or otherwise (other than a subdivision or combination of shares or stock dividend provided for in Section 4.1 above, or a merger or Change of Control provided for in Section 4.4 below), then and in each such event the Holder shall have the right thereafter to exercise this Warrant for the kind and amount of stock and other securities and property receivable upon such reclassification, exchange, substitution or other event by a holder of the number of shares of Warrant Stock that would have been subject to purchase immediately before such event.
4.3 Adjustments for Combinations, Etc.
If the outstanding shares of the class of stock purchasable under this Warrant are reclassified, converted, or exchanged into other securities or property in connection with a merger, acquisition, or similar transaction that does not constitute a Change of Control under Section 4.4, the Holder’s right to purchase shall be adjusted so that the Holder is entitled to receive, upon exercise, the kind and amount of shares of stock and other securities and property that a holder of the number of shares of Warrant Stock then subject to this Warrant would have received in such transaction.
4.4 Change of Control
In the event of a merger, consolidation, sale of substantially all assets, or other transaction resulting in a change of control of the Company (a “Change of Control”), the Company shall provide the Holder with written notice at least [10] days prior to the anticipated closing date of such transaction. The Holder may elect to (a) exercise this Warrant (including on a net exercise basis) prior to the closing of such Change of Control, or (b) if the acquiring entity does not agree to assume this Warrant, receive, in lieu of the shares of Warrant Stock, consideration equal to the value that would have been received had the Holder net-exercised this Warrant immediately prior to closing, less the aggregate Exercise Price. If the Holder does not exercise this Warrant prior to the closing of a Change of Control that is not assumed, this Warrant shall terminate immediately prior to the closing.
4.5 No Impairment
The Company shall not, by amendment of its charter or through any reorganization, transfer of assets, consolidation, merger, dissolution, issuance or sale of securities, or any other voluntary action, avoid or seek to avoid the observance or performance of any of the terms of this Warrant, but shall at all times in good faith carry out all such terms and take all such action as may be necessary or appropriate to protect the rights of the Holder against impairment.
5. No Fractional Shares
No fractional shares shall be issued in connection with any exercise of this Warrant. In lieu of any fractional share to which the Holder would otherwise be entitled, the Company shall pay cash equal to the product of such fraction multiplied by the fair market value of one share of Warrant Stock, as determined in good faith by the Company’s Board of Directors.
6. No Rights as Stockholder
This Warrant does not, by itself, entitle the Holder to any voting rights, dividend rights, or other rights as a stockholder of the Company prior to the exercise of this Warrant and the issuance of the corresponding shares of Warrant Stock, except as expressly set forth herein.
7. Representations and Warranties of the Holder
By accepting this Warrant, the Holder represents and warrants to the Company, as of the Issuance Date and as of the date of any exercise of this Warrant, that:
1. (a) Purchase for Own Account. The Holder is acquiring this Warrant and, upon exercise, the Warrant Stock, for the Holder’s own account, for investment purposes only, and not with a view toward resale or distribution in violation of applicable securities laws.
1. (b) Accredited Investor. The Holder is an “accredited investor” as defined in Rule 501(a) of Regulation D promulgated under the Securities Act.
1. (c) Investment Experience; Access to Information. The Holder has sufficient knowledge and experience in financial and business matters to evaluate the merits and risks of an investment in the Company and has had the opportunity to ask questions of, and receive answers from, the Company concerning the Company and this investment.
1. (d) Restricted Securities. The Holder understands that this Warrant and the Warrant Stock issuable upon exercise have not been registered under the Securities Act in reliance on an exemption therefrom, and that these securities must be held indefinitely unless subsequently registered or an exemption from registration is available.
1. (e) No General Solicitation. The Holder did not learn of the investment in this Warrant as a result of any general solicitation or general advertising.
8. Transfer Restrictions
This Warrant and the Warrant Stock issuable upon exercise may not be sold, transferred, assigned, pledged, or hypothecated absent (a) an effective registration statement under the Securities Act covering such transfer, or (b) an opinion of counsel, reasonably satisfactory to the Company, that such registration is not required. Subject to the foregoing and to compliance with the Company’s bylaws and any applicable stockholders’ or investor rights agreements, this Warrant may be transferred by the Holder, in whole or in part, upon surrender of this Warrant together with a duly executed Assignment Form in the form attached as Exhibit B.
9. Lost, Stolen, Mutilated or Destroyed Warrant
Upon receipt of evidence reasonably satisfactory to the Company of the loss, theft, destruction, or mutilation of this Warrant, and upon delivery of an indemnity agreement (or, in the case of mutilation, surrender of this Warrant) reasonably satisfactory in form and amount to the Company, the Company shall execute and deliver, in lieu of this Warrant, a new warrant of like tenor.
10. Reservation of Shares
The Company shall at all times reserve and keep available, out of its authorized but unissued shares of the applicable class of stock, solely for issuance upon the exercise of this Warrant, the maximum number of shares issuable upon the full exercise of this Warrant, free of preemptive rights and any other restriction other than as set forth herein.
11. Market Stand-Off
The Holder agrees that, in connection with the Company’s initial public offering, upon request of the Company or the underwriters managing such offering, the Holder will not sell, transfer, or otherwise dispose of any shares of Warrant Stock (or securities convertible into or exchangeable for such shares) without the prior written consent of the Company or such underwriters, as the case may be, for a period not to exceed [180] days following the effective date of the registration statement relating to such offering, provided that all officers, directors, and holders of at least 1% of the Company’s outstanding voting securities are bound by comparable restrictions.
12. Miscellaneous
12.1 Governing Law
This Warrant shall be governed by and construed in accordance with the laws of the State of [DELAWARE], without regard to conflict of laws principles.
12.2 Amendment
Any provision of this Warrant may be amended, waived, or modified only upon the written consent of the Company and the Holder.
12.3 Notices
All notices required or permitted hereunder shall be in writing and shall be deemed effective upon personal delivery, or upon deposit with a nationally recognized overnight courier or the United States mail, postage prepaid, addressed to the party at the address set forth in the Transaction Agreement or such other address as such party may designate by written notice to the other party.
12.4 Successors and Assigns
The terms and conditions of this Warrant shall inure to the benefit of and be binding upon the respective successors and permitted assigns of the parties. Nothing in this Warrant, express or implied, confers upon any party other than the parties hereto and their respective successors and permitted assigns any rights, remedies, obligations, or liabilities.
12.5 Entire Agreement
This Warrant, together with the Transaction Agreement, constitutes the entire agreement between the parties with respect to the subject matter hereof and supersedes all prior agreements and understandings, both written and oral, with respect to such subject matter.
12.6 Severability
If one or more provisions of this Warrant are held to be unenforceable under applicable law, the parties agree to renegotiate such provision in good faith. In the event that the parties cannot reach a mutually agreeable and enforceable replacement, such provision shall be excluded from this Warrant and the balance of this Warrant shall be interpreted as if such provision were so excluded and shall be enforceable in accordance with its terms.
12.7 Counterparts
This Warrant may be executed in any number of counterparts, each of which shall be deemed an original, but all of which together shall constitute one and the same instrument.


IN WITNESS WHEREOF
the parties have caused this Warrant to be executed as of the Issuance Date first written above.
COMPANY:
[COMPANY NAME]
	_______________________________
Signature
	_______________________________
Print Name

	_______________________________
Title
	_______________________________
Date


HOLDER:
[HOLDER NAME]
	_______________________________
Signature
	_______________________________
Print Name

	_______________________________
Title (if applicable)
	_______________________________
Date




EXHIBIT A
NOTICE OF EXERCISE
TO: [COMPANY NAME]
1. The undersigned Holder hereby elects to purchase, pursuant to the terms of the attached Warrant, as follows (check one):
1. ☐ Cash Exercise — the undersigned hereby elects to purchase _______ shares of the Warrant Stock and tenders herewith payment in full of the Exercise Price for such shares.
1. ☐ Net Exercise — the undersigned hereby elects to convert this Warrant into shares of Warrant Stock pursuant to the net exercise provisions of Section 3.2 of the attached Warrant.
2. Please issue a certificate or certificates representing the shares of Warrant Stock in the name of the undersigned or in such other name as is specified below:
Name: _______________________________________
Address: ____________________________________
Signature: __________________________________
Date: ______________________________________


EXHIBIT B
ASSIGNMENT FORM
FOR VALUE RECEIVED, the undersigned hereby sells, assigns, and transfers unto the person(s) named below all of the rights of the undersigned under the attached Warrant, with respect to the number of shares of Warrant Stock set forth below:
Name of Assignee: _____________________________
Address of Assignee: __________________________
Number of Shares: _____________________________
Signature (Holder): ___________________________
Date: ______________________________________
Signature must conform in all respects to the name of the Holder as specified on the face of the attached Warrant.
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