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Thank You



The Raise 
Joe Leo



What we will be covering next

• Debt vs Equity
• Employee Compensation
• Example Term Sheet

• Managing the 
Close



Debt vs Equity
Joe Leo



Equity vs. Convertible Debt

• Will you raise capital by selling equity or convertible debt?
• When to use convertible debt versus equity.
• If raising equity, will you sell common shares or preferred 

shares?
• Let’s explore the features of each.



Equity Considerations

• Common equity or preferred equity?
• If preferred, what rights will be granted?

• Standard rights
– Preferred liquidation 
– Participating preferred 

liquidation
– Dividend
– Board representation
– Preemptive rights

• Watch out for:
– Preference Stacking
– Uncapped 



Convertible Debt Terms

• Convertible Note or SAFE Note
– SAFE note source: https://www.ycombinator.com/documents/

• Terms
– Interest rate
– Valuation cap
– Discount
– Conversion triggers
– Maturity date

• Watch out for
– Impact a valuation cap has on your cap table
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T
his agreem

ent (this “A
greem

ent”) is entered into on or about [D
ate of Safe] in connection w

ith the 
purchase by [Investor N

am
e] (the “Investor”) of that certain sim

ple agreem
ent for future equity w

ith a 
“Post-M

oney V
aluation C

ap” (the “Investor’s Safe”) issued by [C
om

pany N
am

e] (the “C
om

pany”) on or 
about the date of this A

greem
ent.  A

s a m
aterial inducem

ent to the Investor’s investm
ent, the C

om
pany 

agrees to the provisions set forth in this A
greem

ent.  C
apitalized term

s used herein shall have the m
eanings 

set forth in the Investor’s Safe. 

T
he Investor shall have the right to purchase its pro rata share of Standard Preferred Stock being sold in the 

E
quity Financing (the “Pro R

ata R
ight”).  Pro rata share for purposes of this Pro R

ata R
ight is the ratio of 

(x) the num
ber of shares of C

apital Stock issued from
 the conversion of all of the Investor’s Safes w

ith a 
“Post-M

oney V
aluation C

ap” to (y) the C
om

pany C
apitalization.  T

he Pro R
ata R

ight described above shall 
autom

atically term
inate upon the earlier of (i) the initial closing of the E

quity Financing; (ii) im
m

ediately 
prior to the closing of a L

iquidity E
vent; or (iii) im
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ediately prior to the D

issolution E
vent.   
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either this A
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ent nor the rights contained herein m
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by Investor w

ithout the prior w
ritten consent of the C

om
pany; provided, however, that this A

greem
ent 

and/or the rights contained herein m
ay be assigned w

ithout the C
om

pany’s consent by the Investor to any 
other entity w

ho directly or indirectly, controls, is controlled by or is under com
m

on control w
ith the 

Investor, including, w
ithout lim

itation, any general partner, m
anaging m

em
ber, officer or director of the 

Investor, or any venture capital fund now
 or hereafter existing w

hich is controlled by one or m
ore general 

partners or m
anaging m

em
bers of, or shares the sam

e m
anagem
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pany w

ith, the Investor.   
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ata R
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the 
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om
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am
endm

ent, w
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odification that the Investor did not consent to.  T
his A

greem
ent is the form

 
available at http://ycom

binator.com
/docum

ents and the C
om

pany and the Investor agree that neither one 
has m

odified the form
, except to fill in blanks and bracketed term

s.  T
he choice of law

 governing any 
dispute or claim

 arising out of or in connection w
ith this A
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ent shall be consistent w

ith that set forth 
in the Investor’s Safe.  
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