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PatentPC Attorney Bao Tran Releases
Guide on Crafting Angel Investor
Agreements That Seal the Deal

PALO ALTO, CA, UNITED STATES,
October 21, 2024 /EINPresswire.com/ --
Inventiv.org, a leading nonprofit
dedicated to fostering innovation and
entrepreneurship, today announced
the release of its comprehensive guide:
"How To Write Angel Investor
Agreements That Make Investors Say
Yes." This invaluable resource aims to
empower startup founders with the
knowledge and strategies needed to
create compelling investment
agreements that attract and secure
angel funding.

Patent Attorney Bao Tran of PowerPatent

Crafted by PatentPC attorney Bao Tran as a volunteer for Inventiv, attorney Tran noted that angel
investors are often the critical lifeline for startups,
“ providing not only capital but also valuable mentorship

Our mission at Inventiv.org
is to break down barriers to
innovation and provide
entrepreneurs with the tools
they need to succeed.”

Mary Kimani

and connections. However, securing that first investment
requires more than a great pitch. Entrepreneurs must
present well-crafted, legally sound agreements that instill
confidence in investors and demonstrate a clear, mutually
beneficial partnership. Inventiv.org's new guide offers
practical advice, actionable steps, and best practices for

entrepreneurs looking to write agreements that resonate

with angel investors.

Investors have largely converged on two primary forms of early-stage startup financing: Y
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Combinator's Simple Agreement for
Future Equity (SAFE) and convertible
notes. The SAFE, introduced by Y
Combinator in 2013, has gained
significant traction due to its simplicity
and founder-friendly terms. Unlike Some say thet genratve Al hasdemanstraed s worth by feeing valugbete for I
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Valley investors.
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However, SAFEs come with several

disadvantages that founders and

investors should consider. The primary  Bao Tran speaking at IAM Live: Patent Transactions
drawback is the risk assumed by 2024

investors, as there's no guarantee of
equity ownership or repayment if the
company fails to raise additional funds
or achieve a qualifying event. SAFEs
also lack some investor protections
found in convertible notes, such as
interest accrual and maturity dates.
Additionally, the simplicity of SAFEs can
lead to founders raising excessive
amounts without fully understanding
the impact on their cap table,
potentially resulting in significant
dilution during future funding rounds.
Despite these drawbacks, SAFEs
remain useful for their efficiency in
closing deals and reduced legal costs.
Founders considering SAFEs should
carefully evaluate their valuation cap,
be mindful of potential dilution, and
maintain accurate records of all
outstanding SAFEs to avoid unexpected
equity loss in future rounds.
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Ben Dubin, Venture Capitalist at FuncMed Ventures

The Importance of Well-Written Angel Investor Agreements
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An angel investor agreement is a
legally binding contract between a
startup and an investor. It outlines the
terms and conditions under which the
investor provides capital to the
business. These agreements cover key
aspects such as the amount of funding,
equity allocation, investor rights,
governance, and exit strategies. For
many startups, the angel investment
stage is their first exposure to formal
outside funding, making it crucial that
these agreements are crafted with care
and precision.

A well-written angel investor
agreement not only protects both
parties but also sets the tone for a
positive, long-term relationship. It
demonstrates professionalism,
transparency, and foresight—qualities
that can sway investors who are
inundated with pitches. Understanding
what investors look for and addressing
their concerns upfront can significantly
increase the chances of getting a

“yes.”

Key Elements of an Investor-Friendly
Angel Agreement

Inventiv.org's guide emphasizes that a
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successful angel investor agreement balances the needs of the entrepreneur with the
expectations of the investor. By addressing the following core components, startups can create
agreements that are both attractive and protective.

1. Clarity and Simplicity in Language

Angel investors, particularly those investing in startups for the first time, appreciate clarity.
Agreements filled with legal jargon or overly complex clauses can be off-putting. Inventiv.org's
guide recommends using simple, straightforward language that conveys the terms clearly. While
legal counsel should always be involved, it's crucial that the agreement remains accessible to

non-legal professionals.



2. Equity Distribution and Ownership Terms

Investors want to know how much of the company they will own after their investment. Clearly
outlining the equity distribution is essential. Startups should be transparent about how much
equity they are offering and what that translates to in terms of decision-making power and
potential returns. The guide advises entrepreneurs to avoid over-diluting their equity or giving
away too much control early on, while ensuring investors feel they are getting a fair stake.

3. Valuation and Investment Amount

Startups must provide a realistic and well-supported valuation of their company. Investors want
to ensure they are getting value for their money, so providing a clear rationale for the valuation
is critical. Inventiv.org's guide walks entrepreneurs through the different methods of valuation,
from pre-money to post-money, and helps them present numbers that align with the market and
their business model.

4. Investor Rights and Protections

Angel investors often seek certain rights and protections to safeguard their investment. These
may include anti-dilution clauses, voting rights, board seats, and the ability to approve major
business decisions. The guide discusses the balance between offering reasonable protections for
investors while retaining enough control for the founders to steer the company. It encourages
entrepreneurs to consider offering protective provisions that build investor confidence without
compromising operational flexibility.

5. Exit Strategy

Investors need to understand how and when they will see a return on their investment. Having a
clearly defined exit strategy—whether through acquisition, IPO, or another means—provides
assurance that there is a plan in place for eventual liquidity. The guide emphasizes the
importance of aligning the startup’s growth goals with the investor’s exit expectations, ensuring
both parties are working toward the same outcomes.

6. Milestones and Performance Metrics

Investors are often more willing to invest if they see that the startup has a clear roadmap for
growth. Setting performance milestones—such as customer acquisition goals, product launches,
or revenue targets—demonstrates that the founders are focused on measurable progress. The
guide suggests including milestone-based clauses in the agreement, which can also tie additional
funding tranches to specific achievements. This approach not only protects investors but also
shows that the startup is serious about execution.

7. Risk Disclosure

Every investment carries risk, and angel investors understand this. However, transparency about
the potential risks facing the startup is essential. Whether it's market competition, regulatory
hurdles, or operational challenges, entrepreneurs should disclose these risks in the agreement.
By being upfront about potential obstacles, startups can build trust and credibility with investors,



showing that they are realistic about the journey ahead.

8. Self Protection

Investors typically refuse to sign non-disclosure agreements (NDAs) when evaluating potential
startup investments, which can leave founders concerned about protecting their intellectual
property. This reluctance stems from investors' need to review numerous pitches and avoid
potential conflicts with existing portfolio companies. As a result, startups are often advised to
pursue patent protection for their core innovations rather than relying on NDAs. Filing patent
applications allows founders to disclose their ideas to potential investors while maintaining legal
protection for their intellectual property. This approach not only safeguards the startup's
innovations but also demonstrates to investors that the company has taken concrete steps to
secure its competitive advantage. However, founders should be cautious about public
disclosures and file patent applications in a timely manner to avoid losing patent rights,
especially in international markets where grace periods may not exist. Startups should consult
with cost-effective fixed fee patent law firms such as PatentPC.com to build low cost IP portfolio
that offers both GTM protection and increased company valuation with patent assets.

Legal Considerations: Ensuring Compliance and Protection

Inventiv.org's guide stresses the importance of involving legal professionals in the creation of
angel investor agreements. While templates and general advice can provide a foundation, every
startup’s situation is unique. Local laws, industry regulations, and the specific dynamics of the
investment must all be considered to ensure the agreement is legally sound.

The guide covers key legal elements such as:

+ Securities Laws Compliance: Ensuring that the agreement complies with local and national
securities laws, including disclosure requirements and investor qualifications.

* Intellectual Property Protection: Clearly defining who owns the intellectual property (IP) and
how it is protected is crucial, especially for tech or innovation-driven startups.

+ Dispute Resolution Mechanisms: Including a clear process for resolving potential disputes can
save time and legal fees down the road. The guide recommends outlining whether disputes will
be handled through arbitration, mediation, or the courts.

Understanding the Investor’s Perspective: What Makes Them Say “Yes”

Investors are not just looking for financial returns; they are also seeking a meaningful
partnership, alignment of values, and a strong belief in the startup’s vision.

1. Trust and Transparency

Investors want to feel confident that the founders are honest, transparent, and capable of
executing their vision. An agreement that reflects openness and fairness—such as clear terms
around how funds will be used—can go a long way in building this trust.

2. Alignment of Interests
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A well-crafted agreement should align the interests of both the investor and the entrepreneur.
Investors want to ensure that the founders are equally motivated to grow the company and
deliver returns. This alignment can be achieved through provisions like vesting schedules for
founder equity or performance-based incentives.

3. Understanding Risk and Reward

Angel investors are often more comfortable with risk than institutional investors, but they still
want to see a path to reward. The guide emphasizes the importance of outlining a realistic but
compelling growth trajectory, demonstrating how the investor’s capital will be used to achieve
key milestones and increase the company’s valuation.

4. Commitment to the Business

Investors are more likely to say yes if they believe the founders are fully committed to the
business. The guide advises entrepreneurs to include clauses that demonstrate their dedication,
such as non-compete agreements, full-time involvement, or personal capital investment.

Inventiv.org's new guide, “How To Write Angel Investor Agreements That Make Investors Say Yes,”
provides entrepreneurs with a comprehensive roadmap for creating investor-friendly
agreements that protect both parties while maximizing the likelihood of securing funding. By
focusing on clarity, fairness, legal soundness, and alignment of interests, startups can present
themselves as trustworthy partners and increase their chances of building lasting relationships
with angel investors. For entrepreneurs navigating the complex world of early-stage financing,
this guide is an indispensable resource. It combines practical advice with a deep understanding
of what angel investors are looking for, giving startups the tools they need to succeed.

About Inventiv.org

Inventiv.org is a nonprofit organization dedicated to fostering innovation and entrepreneurship
worldwide. Through education, mentorship, and resource-sharing, Inventiv.org empowers
individuals and organizations to turn innovative ideas into reality, driving positive change and
economic growth.
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