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FOUNDERS’ AGREEMENT / Version 1 (for comments #fdaHH) 
1. Parties to this founders agreement (“Agreement”) are as follows:

a. [Matti Meikäläinen] (“Meikäläinen”)
b. [Maija Mehiläinen] (“Mehiläinen”)

c. [Pekka Pykäläinen] (“Pykäläinen”)

d. [Rikka Rokassa] (“Rokassa”)

e. The parties are also referred to as “Party/Parties” or as “we” or “us”.

2. We, the undersigned founders of __[tentative company name]__(“Startup”), have decided to take these founding steps in order to develop and test the product and business model in the Startup. Startup is our joint undertaking, and all assets and liabilities of the Startup shall be, as specified here, moved into a formal company to be founded later.  
3. We will refrain from formally founding a company until we need to assume more significant third party liabilities or we start to accrue more significant assets from third parties. However, if prior to that one of us requires in writing the formal founding of a company, we shall do so.

4. Upon formal founding of a company, the ownership of the company will be distributed as follows:

a. Meikäläinen 30 %,
b. Mehiläinen 30 %,

c. Pykäläinen 30 % and

d. Rokassa 10  %.

5. Each of us agrees to contribute to the Startup during the following six (6) months period (“Starting Period”) as follows:

a. Meikäläinen shall contribute 100 % of his working time for the Startup; and he will work in developing the service to be launched at www.greatmark.net. Meikäläinen shall contribute the domain name acquired by him plus the existing layouts and demos to the Startup. Meikäläinen shall contribute all trademark rights to the mark “greatmark” to the Startup, including eventual registrations or applications thereof. Meikäläinen shall invest EUR 1.000 to the Startup.
b. Mehiläinen shall contribute 100 % of her working time for the Startup; and she will work in developing the marketing and sales message as well as pilot customer contacts for the Startup. Mehiläinen shall contribute the existing documentation and logos to the Startup. Mehiläinen shall invest EUR 1.000 to the Startup.
c. Pykäläinen shall contribute 50 % of his working time and he shall invest EUR 6.000 to cover various costs of the Startup. The work responsibilities of Pykäläinen shall be product development, finance and management. Pykäläinen shall contribute his invention on ________ to the Startup.
d. Rokassa shall act as an advisor (approximately 5 - 10 % of his working time) to the Startup, with the role of opening doors to prospective clients and investors. Rokassa shall invest EUR 1.000 to the Startup.
e. No salary or other compensation shall be paid to any of us during the Starting Period. 
f. Each of us agree that all intellectual property rights (including all copyright, including the right to change the work and the right to further transfer the copyright, inventions and other intellectual property rights) created by a Party for the Startup, or that are otherwise created by a Party and belongs to the business of the Startup, shall automatically transfer to the Startup. Once we formally found a company, we shall transfer all of these rights and assets to such company. Trademark rights shall belong and accrue to the formally founded company.
g. A failure by any of us to contribute assets as agreed herein shall result in an adjustment of his or her ownership portion in the Startup proportionally to the severity of the failure.
6. If, for any reason, anyone of us decides to leave the Startup during the Starting Period or later, such leaving Party shall offer his or her share in the Startup for others for redemption. The others that wish to participate in such redemption have the right to redeem the leaving Party’s share in proportion to their share of the Startup (as between the redeemers). The price of redemption shall equal the amount of money – as stated here or agreed later between all of us – invested in the Startup by the leaver. A party deciding to leave the Startup shall communicate his decision in writing (e.g. by email) to the others. All assets created prior to such leaving shall belong to the Startup and not to the leaving Party.
7. Upon the formal founding of a company, we shall enter into a shareholders’ agreement to cover the matters in this Agreement, and additional matters, such as more detailed decision making procedures, sale of shares, vesting, good and bad leavers, non-competition obligations and similar matters typically agreed in a shareholders’ agreement. 
8. Decisions regarding the use of funds of the Startup shall be made with a majority representing at least 65 % share of the Startup. 
9. Each of us agrees to keep any confidential information regarding the Startup in confidence and not to use it except for the benefit of the Startup.

Signatures

Signature:
________________________
________________________

Name, date:
________________________
________________________

Signature:
________________________
________________________

Name, date:
________________________
________________________

Notes / Founders’ Agreement by HH Partners (September 2015)
This document is a result of a long lasting discussion regarding legal challenges in setting up a start-up. At the very early stages a shareholders’ agreement is often a too burdensome legal instrument in relation to the needs of the founders. Often there is a need to test the idea and the team, rather than set up a company. But, even in those scenarios there are important legal matters that must be considered. 
When discussing the initial set-up with start-ups, the central questions always appear to be: who owns what portion, who contributes what and what happens if someone leaves? While a shareholders agreement would give an answer to these questions, it would normally also require agreeing on a number of other matters that may be too distant in practice. One reason is that there is no company yet. It can also be a too early stage to agree on a board composition mechanism for several years to come.
Often start-ups resolve this situation by not agreeing anything, just working. However, that can also be problematic. There can be uncertainty regarding what the ownership percentages are, or which assets are joint and which are personal. Such uncertainties can be a de-moralizing factor for the team. A Founders’ Agreement is intended to cover these initial questions and, while enabling later formal founding, avoiding the questions and bureaucracy that is unnecessary in the very early stages of team formation and idea building.

This is why we would like to further the discussion by offering a Founders’ Agreement for startups to use. Please bear in mind that this document is not legal advice. This is a generic document to illustrate the possibilities of a Founders’ Agreement in relation to a shareholders’ agreement. It may prove useful in some scenarios and it may prove not so useful in others. We suggest that anyone considering entering into this Founders’ Agreement would discuss with someone with expertise in setting up a business and company in a start-up environment.
One of the clearest signs that formal founding should be done is that the group starts to enter into client agreements. Any significant agreement that accrues liabilities or assets is often a good reason to formally incorporate. Payment of salaries is often also easier through a formal company with book-keeping practices etc.

The whole of Founders’ Agreement is licensed openly with a free Creative Commons license that allows modifications (CC BY 4.0). Since the first release of the Founders’ Agreement (in November 2014) comments have been incorporated and this is now version 1. Also, a translation into some languages may be in the pipeline, depending on demand. We invite everyone to give further comments. 
Comments on Twitter with hashtag #fdaHH, or by email to martin.vonwillebrand@hhpartners.fi.
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