Invitation to Board of Advisors
· Use this letter to invite people to join your company in an advisory capacity. Choose people who you respect and whose experience will help you make good decisions. Investors and lenders will be more comfortable (less risk) if they see that you have people around you to assure your success and prevent mistakes and missteps. 
· Invite them now – you want to include them in your business plan and presentation materials.
· Advisors are there to offer advice on matters often concerning marketing, product development, planning and organizing, etc. in return for stock in the company or other compensation or benefits.
· You can have an unlimited number of advisors (but keep it manageable).

· The major difference between an ‘Advisor’ and a ‘Director’ is that a director usually has a fiduciary, therefore legal, responsibility to shareholders. 
[Date]

[Advisor’s Name]

[Advisor’s Company]

[Address]

[City], [State], [Zip/postal code]

Dear [First Name],  

I am writing to invite you to join the Board of Advisors of [Company formal name here] ([Company]).  I feel that your experience in business as well as your knowledge of the [your industry] industry, plus your knowledge of [Company] would be a tremendous asset to our success.

The purpose of this letter is to set forth our understanding of the terms of your participation with [Company], including your role and compensation. It is important to us that your involvement makes a tangible, measurable and profitable contribution. It is also important that you are inspired to support [Company] over time, and to focus your energies on successfully and efficiently contributing to our company goals. Ideally, your start date would be [Starting Date].

We propose the following:
Participation/advice regarding
· Specify what you want from the advisor – they may offer financial expertise, product development experience, etc.)
[Monthly meetings to review the course and direction of [Company]].

[Planning and organizing.]
[Product development, production, marketing.]
Compensation
· Here is a good sample proposal. Of course you can offer what you want… 

· Usually, you want to keep the offer limited to stock options – actual shares of stock would become taxable to the advisor…

Upon acceptance of this offer you will be granted an option to purchase [100] shares of [Company] common stock, fully vested, and otherwise under the terms and conditions of the [Company] incentive stock option plan, for [each Advisory Board meeting, or per month, or …] . In addition, you will receive 1 Option for each Net Income Before Tax (NIBT) dollar earned, up to a maximum of [12,000] shares per year to a total maximum of [Thirty-six Thousand] Share Options (36,000). In the event of an acquisition or public offering, [Company] shall pay your option exercise.

Hold Harmless
· Why would any one accept your offer if they felt at some kind of risk because you used their advice? Remove this fear completely.

We understand that your primary concern is that you be retained as an advisor only by [Company], and that all decisions reached be reached as a result of the independent judgment of the executives of [Company]. Accordingly, should any action against [Company] in law, equity, or government regulation result from any action or decision made in whole or in part as a result of your advice, or during your participation on our Board of Advisors, [Company] shall indemnify you and hold you harmless from any claim.

Understood, Agreed & Accepted
By signing this offer as your acceptance, and returning it by [Date], you acknowledge and agree that the terms set forth in this letter constitute our entire understanding and agreement regarding your advisorship.  

______________________________ 
_________________________________

[Owner/Founder]

[Advisor’s Name]

Founder & CEO

[Advisor’s Company]

[Company]

