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Agreement between startup corporation and “sweat equity” founder—Shares or options as 

compensation during startup period 

 
Date: , 20 

 

[name and address of “sweat equity” founder] 

 

Dear : 

 

It is with great pleasure that I offer you the opportunity to join me in building , INC., a new 

corporation having an address of (“Company”). 

 

I. Your status during the reorganization phase and thereafter 

 

As discussed during our recent meetings the Company is in the process of seeking equity or 

convertible debt financing in a minimum amount of $ , and maximum amount of $ (the “Offering”). As 

part of that offering the Company will probably reorganize as a Delaware corporation some time 

within the weeks ahead. Prior to the financing I welcome your assistance as an independent 

consultant providing your services to the Company as we get through this organization phase. You 

may provide such services on an hourly basis whereby each hour of service will earn you 

approximately 1/2 unqualified incentive stock option from the proposed incentive stock option plan 

which is in progress as of the date of this letter. The tentative $ [price]/per share amount used for 

your option value is intended to be ½ the cost of a share of stock in the final offering price to financial 

investors in the upcoming offering. Thus $ per/hour of consulting time will go toward ½ option. 

During this period, you will be bound by this letter agreement and a Confidentiality Agreement with 

the Company, but will not otherwise be restricted in your outside business or personal activities. 

Unqualified options are intended to vest% every 6 months. To the extent your relationship is 

terminated by either you or the Company, unvested options will expire. Vested options will expire 

after 90 days following the termination date. To the extent termination is by the Company, the 

Company will compensate you with a cash payment equal to the number of hours worked as a 

consultant, in accordance with this letter, times $ per hour not to exceed $ in total cash 

compensation. 

 

You will invoice the Company within 10 days of each month end for services provided and be 

reimbursed in cash for out-of-pocket expenses incurred in performing services for the Company as 

an independent consultant. To the extent that the Company fails to successfully complete its 

minimum offering before , 20 , the Company will offer to purchase the options back from you up to a 

maximum value of $ , in the spirit of cooperation in connection with your efforts. Should the financing 

be completed successfully your options shall remain in effect. All options shall be issued and 

governed by the company Stock Option Agreement which shall be on file with the Company. 



 

Additionally, for valuable intellectual property contributed by you to the Company as of this date, in 

connection with such, you will be granted number of shares of common stock representing % of the 

issued and outstanding common stock of the company before consideration of dilution associated 

with the upcoming financing and options plans. This grant of shares shall be pursuant to the terms 

and conditions of a Restricted Stock Purchase Agreement and a Shareholders Agreement each 

containing mutually satisfactory terms and conditions which you and the Company will sign effective 

such date (the “Restricted Stock PurchaseAgreement” and the “Shareholders Agreement”) 

 

In exchange for these initial shares you agree that you will promptly make full written disclosure to 

the Company, will hold in trust for the sole right and benefit of the Company, and hereby assign to 

the Company, or its designee, all your right, title and interest in and to any and all inventions, original 

works of authorship, developments, concepts, improvements, designs, discoveries, ideas, 

trademarks or trade secrets, whether or not patentable or registrable under patent, copyright or 

similar laws, which you may solely or jointly conceive or develop or reduce to practice, or cause to 

be conceived or developed or reduced to practice, in the course of providing services for the 

Company, or at the request of Company, or with the use of Company's equipment, supplies, facilities 

or confidential or proprietary information as defined in the Confidentiality Agreement previously 

signed by you (collectively, the “Inventions”).  

 

You further acknowledge that all original works of authorship which are made by you (solely or jointly 

with others) in the course of providing services to Company and which are protectable by copyright 

are “works made for hire,” as that term is defined in the United States Copyright Act. You understand 

and agree that the decision whether or not to commercialize or market any inventions is within the 

Company's sole discretion and for the Company's sole benefit and that no royalty or other 

consideration will be due to you as a result of the Company's efforts to commercialize or market any 

such Inventions. 

 

II. Your Relationship with the Company Post-Offering 

 

Upon the consummation of the Offering, you will be offered full-time employment with the Company 

as an Officer. As an Officer, you will report to the Company's President and Board of Directors, and 

be responsible for all aspects of the Company's business activities pertaining to your title which shall 

be determined prior to the effective date of the offering. Upon your acceptance of such offer, your 

total compensation package will be comprised of three components—base salary, benefits 

and equity—as follows: 

 

Base Salary. Your annual base salary will be contingent upon the success of the offering but shall be 

no less than $ per year in year one, payable in monthly installments in accordance with the 

Company's then standard payroll practices and will be subject to required and customary withholding 

and employment taxes. In addition, you may be eligible to receive an annual incentive bonus 

determined by the company's compensation committee payable within days after the close of each 

fiscal year. 



 

Benefits. Upon becoming a full-time employee of the Company, you will be eligible to participate in 

any and all Company-sponsored benefits plans and be a member of any employee benefit plans that 

the Company may establish and are generally available to other employees. Please note that the 

Company reserves the right to change or cancel the benefit plans and programs it offers to its 

employees at any tie and for any reason. Which plans are to be included will be determined by the 

success of the offering. You will be entitled to days of vacation annually with full compensation and 

benefits during vacation periods. You may take vacations at such time or times as you and the 

Company mutually agree. Unused vacation time may be carried forward into only one (1) successive 

year. The Company will reimburse you for, all reasonable and adequately substantiated expenses 

you incur in connection with the performance of your duties. 

 

Repurchase Option; Release of Shares from Repurchase Option. In the event you accept 

Company's offer of employment on the above terms and conditions and thereafter cease to be an 

employee, consultant, advisor, officer or director of the Company (a “Service Provider”) for any or no 

reason, including but not limited to by reason of your death or disability, resignation or involuntary 

termination “for good cause” (as defined in the Employment Agreement or determined by the 

Company's Board of Directors), the Company shall, from such time (as determined by the Company 

in its discretion), have the right, but not the obligation to purchase our shares in accordance with the 

Stockholders Agreement. 

 

Employment Policies. Upon the commencement of your employment with the Company, you will be 

required to execute an At-Will Employment, Confidential Information, Invention Assignment, and 

Arbitration Agreement(the “Employment Agreement”), containing mutually satisfactory terms and 

conditions. During your employment with the Company, you agree to devote substantially all of your 

business efforts and time to the Company. You will also be required to submit to Company any 

legally required proof of your identity and authorization to work in the United States. 

 

Employment “At Will.” Your employment with the Company will not be for any specific period of time 

and will constitute “at will” employment. As a result, subject to the terms and conditions of this 

employment offer letter, you and the Company are each free to terminate your employment 

relationship at any time for any reason, with or without cause. This is the full and 

complete agreement between you and the Company on this term. Although your job duties, title, 

compensation and benefits, as well as the Company's personnel policies and procedures, may 

change from time to time, the at-will nature of our employment may only be changed in an express 

written agreement signed by you and the Board of Directors of the Company. You should also be 

aware that the Company might, in the future, require current and future employees in certain 

positions to undergo security checks as a condition of employment. 

 

 

 

 

 



III. Your Non-Acceptance of Employment Offer. 

 

In the event your personal circumstances change and you are unable to accept the Company's offer 

of employment or continue providing services for the Company hereunder at any time before the 

Offering is consummated, you may terminate this agreement upon written notice to Company, and 

Company's sole obligation shall be to deliver to you, a cash payment equal to the number of hours 

worked as a consultant times $ per hour not to exceed $ in total. Any common stock owned shall be 

subject to the ShareholdersAgreement. 

 

IV. Miscellaneous. 

 

In the event that any provision of this offer letter is declared by a court of competent jurisdiction or 

arbitrator to be unenforceable or void, this offer letter shall continue in full force and effect without 

said provision. 

 

This letter and the Exhibits attached hereto set forth the terms of your employment with us and 

supersede any prior representations or agreements, whether written or oral. This letter may not be 

modified or amended except by a written agreement signed by you and the President of the 

Company. A duplicate original of this offer is enclosed for your records. 

 

If the above terms and conditions are acceptable to you, please indicate your agreement and 

willingness to be bound by such terms and conditions by signing and returning this letter to me. I 

look forward to working with you on what promises to be an exciting and mutually profitable 

adventure. 

 

Sincerely, 

[NAME OF CORPORATION] 

 

By: 

Print Name and Title: 

ACCEPTED AND AGREED TO THIS DAY OF , 20 : 

 

Signature of Employee: 

 

Print Name: 

 

Date: 

 

Social Security Number/Taxpayer Identification No.: 
 


