TERM SHEET -- SEED ROUND
Simple Seed Investment | Inspired by YC Clean Term Sheet & Kindrik Simple Seed Template
 


	Company:  ___________________________
	

	Lead Investor:  ___________________________
	

	Amount:  ___________________________
	

	Date:  ___________________________
	






CONFIDENTIAL -- FOR DISCUSSION PURPOSES ONLY | US Market Standard
Securities offered pursuant to exemption under Section 4(a)(2) of the Securities Act of 1933 and Rule 506(b) of Regulation D


TERM SHEET FOR THE ISSUE OF SHARESNOT LEGALLY BINDING (except Part B). This Term Sheet summarises the principal terms of a proposed investment in the Company. This document is not legally binding except for the provisions in Part B. There will be no obligation on any party to proceed with the Investment until formal binding agreements have been signed by all parties.

HOW TO READ THIS TERM SHEET (based on YC guidance)
A term sheet is a signal from your investor about how they perceive risk. Clean term sheets (like the YC standard) are short, simple, and founder-friendly. The key things to watch for:
1. Board composition: founders should retain 2-1 board control (2 Common seats, 1 Preferred seat). A 2-2-1 board means investors can fire you from your own company.
1. Liquidation preference: 1x non-participating is the clean standard. Anything above 1x, or participating preferred, is a dirty term.
1. No cumulative dividends, no warrant coverage. These are red flags signaling an investor who is afraid of losing money.
1. The terms you agree to at seed set the precedent for your Series A. Clean foundations make future fundraising faster and simpler.

	PART A — INVESTMENT TERMS
NON-BINDING — For Discussion Purposes Only

	THE COMPANY & DEAL

	Company
	[Company Name], a Delaware corporation

	     Should be a Delaware C-Corp. If not yet incorporated, state that and note the intention.

	Business
	[One-sentence description of the Company's business]

	Investor(s)
	[Lead Investor Name] and co-investors listed in the cap table appendix

	     Each investor executes a separate subscription agreement. Rolling close permitted within 30 days.

	Date
	[Date of this Term Sheet]

	THE INVESTMENT

	Investment Amount
	$[___________] in aggregate (the "Investment Amount")

	     This is the total round size. Individual allocations are in the cap table appendix.

	Security
	Ordinary / Common Shares  OR  Series Seed Preferred Stock (circle one)

	     For friends & family: ordinary shares keep it simple. For institutional investors: Series Seed Preferred is standard. See YC and NVCA guidance.

	Pre-Money Valuation
	$[___________]

	     The agreed valuation of the Company immediately before receipt of the Investment Amount. Drives the price per share and investor ownership %.

	Price Per Share
	$[___________] per share (= Pre-Money Valuation divided by Fully Diluted Shares)

	Equity Stake
	[___]% of the Company post-investment (fully diluted)

	     Post-money ownership = Investment Amount divided by Post-Money Valuation. Post-Money Val = Pre-Money Val + Investment Amount.

	Option Pool
	[___]% of post-money cap table, created or increased pre-closing

	     YC standard: the option pool is created BEFORE the investment closes, diluting founders (not investors). Typical seed pool = 10-15% of post-money.

	Use of Proceeds
	[Product development / Hiring / Sales & Marketing / Working capital]

	     Reg D Form D requires disclosure of use of proceeds.

	Target Completion
	Approximately [30] days after signing of this Term Sheet

	PREFERRED STOCK TERMS (delete this section if issuing ordinary/common shares)

	Dividends
	Non-cumulative; payable only if and when declared by the Board

	     YC / NVCA standard: NON-cumulative. Cumulative dividends are a "dirty term" per YC — they compound the liquidation preference each year and grow the economic hurdle founders must clear.

	Liquidation Preference
	1x the Original Issue Price, non-participating

	     YC standard: 1x non-participating. DO NOT agree to: (i) more than 1x preference, (ii) participating preferred (investor double-dips), or (iii) cumulative dividends. These are all "dirty terms" per YC guidance that signal an investor who is afraid of losing money.

	Anti-Dilution
	Broad-based weighted average

	     YC / NVCA standard. Full ratchet anti-dilution is aggressive — avoid it. Broad-based weighted average is the market standard.

	Conversion
	Voluntary: any time at Holder election, at a 1:1 ratio (subject to adjustment)

	Auto-Conversion
	Mandatory upon a Qualified IPO (at least $[___]M at at least $[___]/share)

	     No warrant coverage. Per YC: "Warrant coverage gives the investor extra fully diluted ownership without paying for it at the agreed valuation." This is a dirty term — do not include it.

	GOVERNANCE

	Board of Directors
	[3] seats: [2] designated by holders of Common Stock (majority) + [1] designated by holders of Series Seed Preferred

	     YC STRONGLY recommends founders retain 2-1 board control. The most common way founders lose control is a 2-2-1 structure (2 founders, 2 investors, 1 independent), which means investors can fire the founders. Keep board control 2-1 as long as possible.

	Voting Rights
	Preferred votes on an as-converted-to-common basis on all matters, except where class vote required by protective provisions below

	Protective Provisions
	Separate class vote of Preferred required to: (i) liquidate or dissolve; (ii) merge or sell substantially all assets; (iii) issue shares ranking senior to Preferred; (iv) amend the charter adversely to Preferred; (v) increase Board beyond [5] members; (vi) declare dividends on Common

	     Standard NVCA protective provisions. Per YC: the two most impactful vetoes are the veto on a new financing (clauses iii and iv) and the veto on a sale (clause ii). Do NOT agree to additional operational vetoes such as budget or executive hiring approval — those are non-standard control terms.

	Information Rights
	Annual audited financials within 90 days of FYE + quarterly unaudited within 45 days of quarter-end, to each investor holding a minimum number of shares (a "Major Investor")

	Pro Rata Rights
	Each Major Investor has the right (but not obligation) to participate in the next equity financing on a pro rata basis (based on current ownership %)

	TRANSFER RESTRICTIONS

	Pre-emptive Rights
	Shareholders have the right of first refusal to subscribe for new shares issued by the Company, before they are offered to third parties (except for Excluded Issuances)

	ROFR on Transfers
	Before any shareholder may transfer shares to a third party, the Company (and then other shareholders) shall have a right of first refusal to purchase such shares at the offered price

	Drag-Along
	If shareholders holding at least [75]% of all shares approve a sale of the Company, they may require all other shareholders to sell their shares on the same terms

	     Kindrik standard: 75% threshold for drag-along. Protects existing shareholders from being blocked by a small minority on a sale.

	Tag-Along
	If shareholders holding more than 50% of shares propose to sell to a third party, other shareholders shall have the right to participate in that sale on the same terms (pro rata)

	     Kindrik standard: tag-along protects minority investors — if the majority sells, investors can come along on the same terms.

	Lock-Up
	[180] days following any registered public offering of the Company's securities

	FOUNDER VESTING (if not already in place)

	Vesting Schedule
	4 years total; 12-month cliff (25%); then monthly over 36 months (1/48 per month)

	Acceleration
	Double-trigger: 100% acceleration if terminated without Cause within 12 months of a Change of Control

	     Standard for VC-backed companies. Single-trigger acceleration (on change of control alone) is more founder-friendly but less common at institutional seed rounds.

	CONDITIONS TO COMPLETION

	Conditions
	(i) Satisfactory due diligence by Investor(s); (ii) Execution of binding subscription agreement; (iii) Board approval; (iv) Compliance with applicable securities laws (Form D filing within 15 days of first sale)

	EXPENSES

	Legal Costs
	Each party bears its own legal costs. The Company shall pay the Lead Investor's reasonable legal fees, not to exceed $[___________]

	     Market standard: cap at $10K-$25K for seed rounds. Do not leave uncapped.

	CAPITALISATION TABLE (see Appendix 1)

	Pre-Investment
	As set out in Appendix 1 -- Pre-Investment column

	Post-Investment
	As set out in Appendix 1 -- Post-Investment column

	     Kindrik standard: always attach a cap table showing all shareholders, share counts and %, both before and after the investment. Disputes about the cap table are a leading cause of deal failure.

	PART B -- BINDING TERMS
The following provisions are legally binding on execution of this Term Sheet

	BINDING PROVISIONS

	Confidentiality
	The contents of this Term Sheet, and the existence of negotiations between the parties, are confidential and may only be disclosed to shareholders, directors, and advisers on a need-to-know basis. This obligation survives for [24] months.

	Exclusivity
	For [30] days from the date of this Term Sheet, the Company shall not solicit, initiate, encourage, or enter into discussions with any other person in respect of any investment or financing that conflicts with this Term Sheet, without the prior written consent of the Lead Investor.

	     Per Kindrik and YC: only confidentiality and exclusivity are binding in a term sheet. Everything else in Part A is non-binding.

	Governing Law
	This Term Sheet (including the binding provisions in Part B) is governed by the laws of the State of Delaware, United States.













EXECUTIONTo confirm acceptance of this Term Sheet (including the binding provisions in Part B), please sign and return this Term Sheet.

	SIGNED for and on behalf of
[COMPANY NAME] LIMITED:


Signature


Print Full Name / Title


Date
	SIGNED by the Lead Investor:
[LEAD INVESTOR NAME / ENTITY]


Signature


Print Full Name / Title


Date



[NOTE: If the investor is a trust, each trustee must sign. If the investor is a company, a director must sign.]

APPENDIX 1 -- CAPITALISATION TABLE

(Complete the table below. All figures should be on a fully diluted basis.)

	Shareholder
	Pre-Investment Shares
	Pre %
	Post-Investment Shares
	Post %

	Founder 1
	
	
	
	

	Founder 2
	
	
	
	

	Founder 3 (if any)
	
	
	
	

	Existing Angel Investors
	
	
	
	

	Option Pool (existing)
	
	
	
	

	New Option Pool (pre-closing)
	
	
	
	

	[Lead Investor]
	
	
	
	

	[Co-Investor 1]
	
	
	
	

	[Co-Investor 2]
	
	
	
	

	TOTAL
	
	100%
	
	100%



Notes:
1. Pre-money ownership % = each holder's shares divided by total pre-money fully diluted shares.
1. Post-money ownership % = each holder's shares (including new shares issued to Investor) divided by total post-money fully diluted shares.
1. The new option pool (if any) is created BEFORE the investment closes -- it dilutes existing shareholders (including founders), not the incoming investor. This is the YC / NVCA standard.


APPENDIX 2 -- FOUNDER'S GUIDE: "DIRTY" TERMS TO AVOID
For founder education only (sourced from YC's "A Standard and Clean Series A Term Sheet" by Jason Kwon and Aaron Harris). Not part of the binding term sheet.

	Term
	What It Means
	Why It's a Red Flag (per YC)

	Liquidation preference >1x
	Investor gets back more than their invested capital first before anyone else sees value
	Directly reduces founder and employee economics in any sale or liquidation

	Participating preferred
	Investor gets their money back first AND then shares pro-rata in exit proceeds (double-dip)
	Founders only see value after a much higher exit threshold is cleared

	Cumulative dividends
	Dividends compound the liquidation preference every year, growing what investors are owed
	The economic hurdle grows each year -- founders need a bigger exit just to break even

	Warrant coverage
	Investor gets extra fully diluted ownership without paying for it at the agreed valuation
	Dilutes founders without compensating the company; signals investor distrust of the valuation

	2-2-1 board (investor control)
	2 founders, 2 investors, 1 independent -- investors can force a majority against founders
	Founders can be fired from their own company; investors can force a sale or pivot

	Operational vetoes
	Investor director approval required for budget, executive hires, pivots, new business lines
	Founders cannot run their business without investor sign-off on day-to-day decisions



YC on board control: "The board structure in a clean term sheet is founder-friendly because the founders retain board control 2-1. The way in which founders most often lose control at the Series A is with a 2-2-1 board structure. The loss of board control is most significant because it means the founders can be fired from their own company." -- YC (Jason Kwon & Aaron Harris)

Key principle: "Good investors would rather address economic risks by negotiating valuation, and are otherwise happy to give standard terms because they know that the real money in venture is not made with structure, but by building long-term value." -- YC

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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