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UNLOCKING
SUCCESSFUL
FUNDING ROUNDS
WITH A SAMPLE
INVESTMENT
AGREEMENT
TEMPLATE

Navigating the world of
startup financing or
private investment can
feel like crossing a
minefield without a
map. One minute you
are excited about the
potential of a new
venture, and the next,
you are buried in legal
jargon, complex
valuation models, and
intense negotiations.

At the heart of every
successful funding
round lies a single,
crucial document: the
investment agreement.
Whether you are a
founder seeking capital
or an angel investor
looking to deploy
funds, having a
sample investment
agreement template
can be the anchor that
provides clarity,
structure, and legal
protection. This article
serves as your
comprehensive guide
to understanding,
using, and customizing
an investment
agreement template,
ensuring you enter any
deal with confidence


https://everybodystreet.com/

and a solid framework
for a healthy
partnership.

WHAT IS A SAMPLE
INVESTMENT
AGREEMENT
TEMPLATE?

A sample investment
agreement template
is a pre-formatted legal
document that outlines
the terms and
conditions under which
an investor provides
capital to a company in
exchange for
ownership, debt, or a
future financial return.
Think of it as a
blueprint for the
financial partnership. It
is not a one-size-fits-all
contract, but rather a
starting point that
captures the standard
expectations,

protections, and
obligations for both

legal fees by
preventing you from
having to draft every
term from scratch.
More importantly, it
ensures that you do
not overlook critical
clauses that could sour
the relationship or lead
to financial loss down
the line. While a
template is a powerful
tool, it is essential to
remember that it must
be customized to
reflect the specific
details of the
investment, the nature
of the business, and
the laws of your
jurisdiction.

KEY COMPONENTS
OF EVERY
STANDARD
INVESTMENT
AGREEMENT

Before you start filling
in the blanks of a

parties. Using a sample investment
template saves agreement template, it
significant time and s vital to understand
2 Sample Investment Agreement 2024-09-21

Template



Sample Investment Agreement Template 3

the anatomy of the
document. A well-
structured template
will include several
distinct sections, each
serving a  specific
purpose. Here are the
core components you
will almost always
encounter.

|dentifica
tion of
Parties
and
Recitals

This opening section
seems simple, but
accuracy is paramount.
It clearly identifies the
company (the issuer)
and the investor (the
purchaser). It also
includes the recitals—a
series of "whereas"
clauses that set the

stage for the
agreement. These
recitals explain the
background of the
company, the purpose
of the investment, and
the intent of the
parties. For example, a
recital might state that
the company is seeking
capital for product
development and that
the investor wishes to
participate in that
growth. This context is
crucial for a court to
interpret the
agreement later if a
dispute arises.

Investme
Nt
Amount,
Price, and



Closing

delivery of certain
corporate documents
like board resolutions

Cond| (Ir@p]il opinions. This

S

This is the financial
heart of the document.
The template will
provide a structure for
specifying the exact
dollar amount being
invested, the price per
share (if applicable),
and the total number
of shares or units being
purchased. A solid
sample investment
agreement template
will also detail the
closing conditions—the
specific events that
must occur before the
money changes hands.
These conditions might
include the completion
of due diligence, the

section protects the
investor by ensuring
they are not wiring
funds into a situation
that has changed for
the worse since the
initial handshake.

Represen
tations
and
Warrantie
S

Often the most heavily
negotiated section,
representations and
warranties are legal
statements of fact. The

absence of any company makes
material adverse promises about its
changes in the current state of affairs.
business, and the For instance, the
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company represents
that it is properly
incorporated, that it
owns its intellectual
property, that it has no
undisclosed liabilities,
and that it has not
breached any laws.
The template will list
these in a structured
way. The investor, in
turn, makes
representations
regarding their status
as an accredited
investor and their
ability to bear the
financial risk.  This
section creates a legal
foundation of trust. If a
representation turns
out to be false, it can
give the investor the
right to rescind the
investment or seek
damages.

Covenant

S and
Obligatio
ns

While representations
deal with the present
and past, covenants
cover the future. These
are promises about
what the company will
(affirmative covenants)
or will not (negative
covenants) do after the
investment is made. A
common affirmative
covenant is the
requirement to provide

regular financial
statements. Negative
covenants often

restrict the company
from taking on
significant new debt,
selling major assets, or

changing its core
business without
investor consent. A
good sample

investment



agreement template
will provide a balanced
list of these covenants,
designed to protect the
investor's interest
without handcuffing
the management
team.

Rights,
Preferenc
es, and
Privileges

This section defines
the specific legal rights
attached to the
investment. For equity
investments, it
includes voting rights,
dividend rights, and
liquidation preferences.
A liguidation
preference is a crucial
protective provision for
investors, ensuring
they get their money
back (or a multiple

thereof) before the
common stockholders
are paid in a sale or
dissolution of the
company. The
template may also
include rights of first
refusal, co-sale rights,
and information rights,
which allow the
investor to stay
informed and maintain
their proportional
ownership.

Exit
Strategy
and Anti-
Dilution
Provision
S

Every investor wants to
know how they will
eventually get their
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return. This section
outlines the
mechanisms for a
liquidity event, such as
an initial public offering
(IPO) or an acquisition
(M&A). A solid
template will also
include anti-dilution
provisions. These
protect the investor if
the company later
raises money at a
lower valuation (a
"down round"). The
template might offer a
"weighted average" or
“full ratchet" anti-
dilution protection,
adjusting the investor's
purchase price or
number of shares to
offset  the  dilution
effect.

COMMON TYPES
OF INVESTMENT
TEMPLATES

Not all investment
agreements are
created equal. The
type of template you

choose depends
entirely on the
structure of the deal.

Understanding the
differences is  vital
before you start

customizing a sample
investment
agreement
template.

Equity
Investme
nt
Agreeme
nt

This is the most
straightforward form of
investment. The
investor provides
capital in exchange for
shares of common or
preferred stock. The
value of the
investment is directly
tied to the company's



valuation at the time of
the deal. This template
is ideal for later-stage,
priced rounds where a
clear valuation can be
established. It grants
the investor immediate
ownership and typically
comes with the full
suite of shareholder
rights.

Convertib
le Note
Agreeme
nt

A convertible note is a
loan that converts into
equity at a later date,
usually triggered by a
future financing round.
It is a popular choice
for early-stage startups
because it allows them
to delay setting a

convertible note
includes terms like the
interest rate, the
maturity date, and the
conversion discount (a
reward for the
investor's early risk). It
is simpler than an
equity agreement, but
the conversion
mechanics can be
complex.

SAFE
Agreeme
nt
(Simple
Agreeme
nt for
Future

valuation. The
template for a
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Equity)

Created by the startup
accelerator Y
Combinator, the SAFE
is a newer alternative
to the convertible note.
It is not a debt
instrument; rather, it is
a contractual right to
receive equity in a
future priced round. A
sample investment
agreement template
for a SAFE is typically
much shorter and
simpler than a
convertible note. It
contains no interest
rate or maturity date,
reducing the risk of a
looming cash
repayment for the
startup. However, it
offers less immediate
legal protection for the
investor compared to a

full equity or
convertible note
agreement.

Revenue
Share
Agreeme
nt

In a revenue share
agreement, the
investor provides
capital in exchange for
a percentage of the
company's future
revenue up to a cap.
This is often used in
industries with
predictable cash flow,
such as real estate or
established e-
commerce businesses.
The template focuses
on the payment
percentage, the
revenue cap, and the
reporting

requirements. It is an
excellent option for
investors who want a
regular return rather
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than a blockbuster
equity exit.

HOW TO USE A
SAMPLE
INVESTMENT
AGREEMENT
TEMPLATE
EFFECTIVELY

Finding a free sample
investment

agreement template
online is easy, but
using it wisely requires
strategy and caution.
Here is a step-by-step
guide to making the
template work for you.

1. Start with a
Reputable
Source: Use a
template from a
recognized legal
publisher, a well-
known startup
lawyer's blog, or
a trusted
resource like the
National Venture

(NVCA). Avoid
generic
templates found
on random
websites.

. Customize, Do

Not Copy: A
template is a
starting point,
not a final
product. Change
every
placeholder,
adjust the
valuation, and
modify the
specific rights to
fit your unique
transaction.
Never use a
template
verbatim.

. Fill in All the

Blanks: It is
surprising how
often parties
leave key terms,
like the
governing law or
notice addresses,

Capital blank. An
Association incomplete
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agreement is a
recipe for
litigation. Review
every blank
space in the
sample
investment
agreement
template and
ensure it is
completed.

. Use a Side
Letter for Non-
Standard
Terms: If you
have a unique
agreement that
deviates from
the main
template (e.g., a
special board
seat for one
investor), do not
try to force it into
the template
structure. Use a
side letter to
modify the main
agreement.

. Seek
Professional
Review: This is

the most critical
step. No article
or template can
replace the
advice of a
qualified
corporate lawyer.
Have your
attorney review
the final draft to
ensure it
complies with
securities laws
and accurately
reflects your
intent.

COMMON PITFALLS
TO AVOID WHEN
USING AN
INVESTMENT
TEMPLATE

Even with a great
sample investment
agreement
template, mistakes
can happen. Being
aware of these
common pitfalls will
save you headaches
and money.
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e Ignoring

Securities
Laws:
Investment
agreements are
tied to securities
laws like the
Securities Act of
1933 in the U.S.
Failing to include
proper
exemption
language (e.qg.,
Rule 506(b) or
506(c)) can land
you in serious
legal trouble.
Ensure your
template
includes these
crucial legal
references.
Mismatched
Valuation and
Control: A
common mistake
is giving away
too much control
for too little
money. A
template might
include strong

investor controls
(like board seats
and veto rights)
that are
inappropriate for
a small, passive
investment.
Negotiate the
balance of
power, not just
the price.
Overlooking
Fiduciary
Duties:
Directors of a
company owe
fiduciary duties
to all
shareholders. A
template that
grants an
individual
investor
excessive control
can inadvertently
create a
controlling
shareholder
relationship,
leading to
complex
fiduciary

12
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obligations and
potential liability
for that investor.
Vague Dispute
Resolution:
Some templates
use generic
language like
"disputes shall
be resolved in a
court of
competent
jurisdiction." This
is a recipe for a
lawsuit. A better
approach is to
specify binding
arbitration or a

specific state and
county for
litigation, which
saves time and
money.

BENEFITS OF
USING A FORMAL
INVESTMENT
AGREEMENT

Why go through the
trouble of using a
formal template
instead of a handshake
or a simple email? The
benefits are immense
and directly impact the
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