
Prepared by Carolina Financial Securities, LLC 

Member: FINRA, SIPC Confidential 38 

SECURITY TERMS 
Carolina Financial Securities, LLC (“CFS”) is offering a minimum of $500,000 up to $3,000,000 of 
Series B Non-Participating Convertible Preferred Stock (the “Offering” or the “Series B Preferred”) by 
Presidio Health, Inc. (“Presidio” the “Company” or the “Issuer”). 

Proceeds from this Offering will be used, as (i) as growth capital by Presidio in order to fund the 
development and research of its AI platform (ii) sales and marketing expenses; (iii) working capital 
reserve; (iv) retire debt; and (v) to pay fees and expenses associated with this Offering. 

5. The Offering 

Issuer Presidio Health, Inc. (“Presidio” the “Company” or the “Issuer”), a 
Delaware Corporation headquartered in San Francisco, California.   

Securities Offered Series B Non-Participating Convertible Preferred Stock (the “Offering” or 
the “Series B Preferred”) of the Issuer, offered privately in accordance 
with S.E.C. Regulation D, Rule 506(c).   

Offering Amount Minimum of $500,000 and up to $3,000,000. 

Pre-Money Valuation The effective pre-money valuation for this offering is $10,000,000. The 
implied post-money valuation is $13,000,000, with the Series B Preferred 
Stock ownership representing 23.08% of the Company on a fully diluted 
basis. Please see the Pro-Forma Capitalization Table enclosed herewith. 

Share Price & 
Number of Shares 
Offered 

Assuming no Royalty notes convert into the Series B, and a total of 
$3,000,000 is raised, the Company has authorized 1,825,050 Series B 
Preferred Shares at $1.64 per share for the Offering, representing 23.08% 
of Presidio’s fully diluted ownership. 

Assuming all Royalty notes convert into the Series B, and all Royalty Note 
holders choose to exchange their Royalty notes for Series B, and a total 
of $3,000,000 is raised by the Series B, the company has authorized, 
2,437,2020 Series B Preferred Shares, representing 28.60% of Presidio’s 
fully diluted ownership. 

Investor Qualification All Investors in the Series B Preferred (the “Series B Investors”) must 
qualify as an “Accredited Investor” as defined within Regulation D, Rule 
501as promulgated by the U.S. Securities Exchange Commission 

Investment Objective To generate capital gains for Investors. 

Minimum 
Subscription Amount 

The minimum subscription amount for an investor to directly invest in 
the Offering will be $10,000, subject to exception by the Company. 

Offering Period The Offering will expire on November 15th, 2020 subject to a 60-day 
extension by the Company at its sole discretion 
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6. Terms of the Security 

Dividends  The Series B Preferred will carry an annual 6.0% cumulative dividend 
which shall accrue until paid in connection with a liquidation event as 
defined below 

Liquidation 
Preference 

In the event of any liquidation, dissolution or winding up of the Company, 
the holders of the Series B Preferred shall first be paid as follows:  

First, to pay one times the original purchase price plus accrued dividends 
plus declared and unpaid dividends on each of the Series B Preferred (or, 
if greater, the amount that the holders of the Series B Preferred would 
receive on an as-converted basis).  Second, to pay one times the original 
purchase price plus accrued dividends plus declared and unpaid 
dividends on each of the Series A Preferred (or, if greater, the amount 
that the holders of the Series A Preferred would receive on an as-
converted basis). The balance of any proceeds shall be distributed pro 
rata to holders of Common Stock.   

A merger or consolidation (other than one in which stockholders of the 
Company own a majority by voting power of the outstanding stock of the 
surviving or acquiring corporation) and a sale, lease, transfer, exclusive 
license or other disposition of all or substantially all of the assets of the 
Company will be treated as a liquidation event (a “Deemed Liquidation 
Event”), thereby triggering payment of the liquidation preferences 
described above unless the holders of a majority of the Series B Preferred 
to convert into Common Stock as defined below under Optional 
Conversion.  The Investors' entitlement to their liquidation preference 
shall not be abrogated or diminished in the event part of the 
consideration is subject to escrow in connection with a Deemed 
Liquidation Event.  

 

Optional Conversion  The Series B Preferred initially convert at a 1:1 ratio to Common Stock at 
any time at option of holder, subject to adjustments for stock dividends, 
splits, combinations and similar events and as described below under 
“Anti-dilution Provisions.” 

Mandatory 
Conversion 

Each share of Series B Preferred will automatically be converted into 
Common Stock at the then applicable conversion rate (i) in the event of 
the closing of an underwritten public offering with a price of 3 times the 
original purchase price (subject to adjustments for stock dividends, splits, 
combinations and similar events) and net/gross proceeds to the 
Company of not less than $25,000,000 (a “Qualified Public Offering”), or 
(ii) upon the written consent of the holders of 66 2/3% of the Series B 
Preferred.  

Anti-Dilution 
Provisions 

Broad based weighted average anti-dilution protection against 
additional equity being issued or options granted at a value lower than 
that implied at the time of the Series B Preferred closing. Options or 
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 Warrants approved by the Board of Directors for issuance to 
management, consultants and/or key employees shall not trigger anti-
dilution adjustment.  This anti-dilution protection does not apply to 
anticipated subsequent rounds of financing needed to grow the 
Company that are sold at a higher valuation than that implied at the time 
of the Series B Preferred closing. 

7. Investor Rights 

Voting Rights Shareholders owning Series B Preferred shares will have pro-rata voting 
rights with the common shareholders on an “as if converted” basis. 

Approval Rights/ 
Negative Covenants 

So long as Series B Preferred shares are outstanding, the Company will 
obtain the consent of a majority of the Series B Preferred for any merger 
or sale of all or part of the Company at a price resulting in a return to the 
Series B Preferred shareholders (inclusive of all prior distributions 
received by the Series B Preferred shareholders) of less than two times 
their Investment Principal. 

Board of Directors The Board of Directors shall initially consist of five members (the 
“Directors”) as follows: (i) holders of the Series B Preferred shall be 
entitled to designate one voting Director (the “Series B Director”); (ii) 
holders of the Series A Preferred shall be entitled to designate one voting 
Director; (iii) holders of the Common shall be entitled to designate one 
voting Director; (iv) the Company’s Chief Executive officer shall be a 
voting Director; and (v) the remining voting Director shall not otherwise 
be associated with the Company and shall be elected by all of the 
outstanding preferred and common stock, voting together as a single 
voting group.  The Board will elect an Audit Committee and a 
Compensation Committee, each of which will have three members 
consisting of outside Board members.  The Series B Director will have the 
right, but not the obligation to sit on either or both of these committees. 
The Company shall pay for or reimburse reasonable out-of-pocket 
expenses for all Directors. 

Information Rights The Company will provide financial reporting, including quarterly, year-
to-date and annual income, balance sheet and cash flow statements as 
compared to the current budget and compared to results for the 
comparable period for the prior year to Major Investors (as further 
defined herein) and the Administrative Agent.  An annual review will be 
performed within 120 days of year-end by the Company’s outside auditor 
selected by the Audit Committee. The coming year’s annual budget will 
be provided to each Investor within 30 days of each fiscal year-end for as 
long as they continue to own at least that number of Series B Preferred 
shares such Investor originally purchased. Financial statements will be 
provided to the Series B Preferred shareholders for as long as they 
continue to own at least that number of Series B Preferred shares such 
Investor originally purchased and/or once the Series B Preferred have 
converted to common shares. 
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Inspection Rights: So long the Series B Preferred is outstanding and Investors representing 
66.6% of the Series B Preferred have voted affirmatively to request that 
their representatives conduct an inspection of the Issuer, Investors shall 
be entitled to standard inspection rights upon reasonable notice. 

Preemptive Rights All Series B Preferred shareholders holding at least $100,000 of Series B 
Preferred Stock  (based upon each such Investor’s pro rata ownership of 
total shares of all classes on an “as if converted basis”, and each referred 
to herein as a “Major Investor”) shall have preemptive rights to purchase 
additional shares in bona fide offerings for capital raising purposes  until 
such time as the Series B Preferred shares convert to common shares, 
and/or sale or merger of the Company occurs, subject to customary 
exclusions, including without limitation: (i) issuances of 
management/employee/director/consultant incentive equity, (ii) equity 
issued at any time pursuant to any currently outstanding debt 
instruments, options or warrant agreements (ii) equity securities issuable 
upon exercise of any options or other equity security equivalents, (iv) 
equity securities issued in connection with bona fide third party 
financing transactions and (v) equity securities issued in connection with 
acquisitions and other strategic transactions. 

Co-Sale/ Tag-Along Should any single Series B Preferred shareholder or shareholder of any 
class owning five percent (5%) or more of the Company’s total equity 
make a private sale of its shares (to someone other than another 
employee, officer or Director or then current shareholder of the 
Company,  or a transfer pursuant to estate planning), then the holders of 
Series B Preferred shares would be entitled to participate, pro rata, in the 
sale (i.e., a Tag-Along Right). 

Drag-Along Rights If a Series B Preferred shareholder, Series A Preferred shareholder, or a 
common shareholder, or a group of shareholders owning more than sixty 
six and two thirds percent (66 2/3%) of the total shares of all classes 
(“Selling Shareholders”) decide to (i) sell their shares to an unrelated third 
party, (ii) sell or license all or substantially all of the Company’s assets to 
an unrelated third party or (iii) consummate a similar “sale of the 
company” transaction, and such transaction is unanimously approved by 
the Company’s Board, then they shall have the right (i.e., a Drag-Along 
Right) to require the remaining shareholders of all classes to sell their 
shares at the same price and on the same terms as offered by the third 
party for the Selling Shareholders’ shares; subject to standard exceptions 
and requirements. 

Sale of Preferred 
Shares 

The Series B Preferred are  subject to resale restrictions under applicable 
securities laws and are not registered for sale with the Securities and 
Exchange Commission. 

Registration Rights Investors in the Series B Preferred, together as one class, will be granted 
the following registration rights after the Company’s IPO: (i) one demand 
registration for underwritten offerings, (ii) unlimited piggyback rights 
(including participation in the Company’s IPO, subject to underwriter 
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approval) and (iii) rights to register shares in unlimited S-3 "shelf" 
offerings provided that the aggregate amount of the proceeds of any 
such S-3 offering is at least $5,000,000.  All of the related expenses 
(except underwriters' discounts and commissions) incurred by the 
holders shall be paid by the Company.  The registration rights shall be 
subject to standard black out rights. 

8. Other Matters 

Escrow Account The Company will establish an escrow account at an FDIC-insured 
banking institution (the “Custodian”).  Under escrow instructions with 
the Custodian, all subscription amounts will be deposited into the escrow 
account until Presidio has received, and is prepared to accept, 
subscriptions for the entire minimum amount of $500,000 of the Series 
B Preferred offered hereby, and/or a combination of such subscriptions 
and other alternative methods of financing, such as short-term bridge 
notes (each an “Alternative Financing”).  When this subscription amount, 
which may include Alternative Financing, has been reached, the 
amounts previously deposited in escrow will be released to the Company 
(the “Initial Closing”).  Amounts received following this distribution will 
fund the Issuer directly.  If the Company does not receive subscriptions, 
which may include Alternative Financing, equal to at least $500,000 prior 
to November 15, 2020, then at the termination date all funds on deposit 
in the escrow account will be returned to the corresponding subscribers, 
without interest.   

Representation and 

Warranties 

Standard representations and warranties as to due organization, 
existence in good standing and power to conduct its business will be 
provided by the Company in the purchase agreement.  Standard 
representations and warranties typical of a private offering of equity units 
will be provided by each Investor, including as to status as an “accredited 
investor”, receipt of Private Placement Memorandum, Company’s 
shareholder agreement, and other offering documents and other 
materials as requested, and acknowledgement that the Offering is being 
made under exemption from registration requirements (Details to be 
found in the purchase agreement).  In order to comply with the 
requirements of Rule 506(c), Each Investor shall be obligated to provide 
the Company with either: (i) third party confirmation of such Investor’s 
status as an “accredited investor”, or (ii) such information as reasonably 
requested by the Company to confirm such Investor’s status as an 
“accredited investor.  

Conditions to Closing The closing of the Offering (when funds are released from the Escrow 
Account and are transferred to the Issuer) is subject to customary pre-
conditions, including but not limited to: 

▪ Receipt of all required authorizations, approvals and consents.  

▪ Conversion of the Original Series A Preferred, Convertible 
Notes, and Royalty Notes, if applicable; 
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▪ Delivery of customary closing certificates: and  

▪ The absence of material adverse changes with respect to the 
Company. 

Key Man Insurance Within 90 days of the release of invested funds from the escrow account, 
the Company shall purchase and maintain a $1MM Key Man insurance 
policy on Thomas Gregory, the Company’s Chief Technology Officer. 

Fees and Expenses Carolina Financial Securities, LLC shall receive both a 7.0% fee for all 
equity capital raised as well as common equity warrants of the Issuer as 
compensation for services rendered.  The amount of these CFS warrants 
will equal a number of shares equal to 7.0% of the Series B Preferred 
shares purchased by Investors, for a purchase price of $100 and with an 
exercise price equal to 1/3 of the price per share of the Series B Preferred 
shares.   CFS may share up to 50% of its fees and warrants with Carofin, 
LLC, an affiliated Broker-Dealer, for its assistance in the placement of the 
Offering. All legal fees and out of pocket expenses relating to closing the 
Offering will be paid by Presidio with CFS expenses subject to the 
Engagement Agreement between Presidio and CFS.  

Administrative Agent CFG Financial Services, LLC (“CFG FS”), an affiliate of Carofin and Carolina 
Financial Securities will act as administrative agent for the Series B 
Preferred shareholders, often coordinating reporting and other 
obligations between the Company and the Series B Preferred 
shareholders. The Company will reimburse CFG FS for its reasonable out 
of pocket expenses. 

Governing Law Delaware 

  


