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Who are Angel Investors?
Individuals who invest their personal capital, and often other resources, in early stage private companies 
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What is 
the Sweet 
Spot for 
an Angel 
Financing? 

$250,000-$2,000,000 investment rounds

Seed Stage and Pre-Seed Stage Companies

Need a reasonably small amount of capital to 

significantly de-risk the business

Government grants and bank loans not available or not 

sufficient



Considerations in Structuring Angel Financings 

Who are the 

Angels and What 

are their 

Preferences?

How Much Capital 

is Being Invested?

What are the 

Costs?

What is the 

Timing?

Any Specific 

Considerations?
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Seed 
Financing 

Deal 
Structures

Series Seed Preferred Stock

SAFEs

Convertible Debt 

Common Stock

Others 



Common Stock

What are the Advantages?

• Low transaction costs
• From the company’s perspective, investors have very limited 

economic and control rights

What are the Terms?

• Generally, to elect directors, receive any dividends, share in any 
proceeds upon liquidation

• Generally, no special “investor-style” rights 

What is It?

• Most basic form of equity 

When is it Used?

• Founder financings
• Maybe friends and family financings 

What are the Disadvantages?

• From the investor’s perspective, investors have very limited 
economic and control rights
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Series Seed Preferred Stock

What are the Advantages?

• From the investor’s perspective, a negotiated set of specific 
economic and control rights

• From the company’s perspective, the ability to attract smart 
money

What are the Terms?

• Liquidation Preference, Dividends, Pre-emptive Rights, Board 
Representation, Protective Provisions, Information Rights, Access 
Rights, and More

What is It?

• A “special” form of equity

When is it Used?

• Sophisticated angel financings

What are the Disadvantages?

• Higher transaction costs
• Longer time to closing
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Convertible Debt 

What are the Advantages?

• Punts the valuation conversation, if no Valuation Cap
• Low transaction costs
• Shorter time to closing

What are the Terms?

• Principal Amount, Interest Rate, Maturity Date, Discount, 
Valuation Cap

• Conversion Features (Qualified Financing, Non-Qualified Financing, 
Change of Control, Maturity

What is It?

• A debt security that may convert into an equity security

When is it Used?

• Very Often (especially in smaller raises and earlier raises)

What are the Disadvantages?

• From the investor’s perspective, their stockholder rights are not 
yet set

• From the company’s perspective, the debt could mature and 
become due and payable
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SAFEs

What are the Advantages?

• Theoretically low transaction costs
• Theoretically shorter time to closing

What are the Terms?

• Similar to a note with no interest of maturity 

What is It?

• “Simple” Agreement for Future Equity 

When is it Used?

• Incubator financings, very early financings, very small financings, 
West Coast deals

What are the Disadvantages?

• From the investor’s perspective, an irrevocable commitment of 
capital with a hope of fair treatment in the future
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Investor Presentation

What Do Angels Want?
• Slides

• What You Do

• Problem

• Solution

• Market

• Business Model

• Competition

• Go to Market Strategy

• Team

• Financials

• Exit

• Ask

What Do Founders Want?

• Share the Vision
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• Concise Business Concept and 
Implementation Plan



Financing Terms

What Do Angels Want?• Convertible Promissory Note

• 20% discount

• 8% interest

• $5 million valuation cap

• 2 year maturity

What Do Founders Want?

• Not have angel investor rights impede 
management of the company or a larger 
subsequent VC round
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• Reasonable Investor Protections to Manage 
Risk



Valuation

What Do Angels Want?• Valuation

• $3 million

• $15 million

What Do Founders Want?

• Highest Valuation to Minimize Founder Dilution
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• Reasonable Valuation to Appropriately Reflect 
Risk



Communication

What Do Angels Want?• Methods of Communication

• E-mail updates (monthly, bi-monthly, 
quarterly)

• Investor update calls (quarterly, yearly)

• In person meetings (annually)

• Personal outreach

What Do Founders Want?

• An organized way to leverage investor 
resources
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• Progress updates on the good, the bad, and 
the ask



Questions?
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