
TEAM PROJECT  
PART 3: PARTIAL VALUATION, TERM SHEET, & NEGOTIATION 

STRATEGY 
DUE DEC. 15 

 
This part of the project is worth 15% of your course grade.  
 
Overview: 
 
You have already valued your company, and you’ll soon pitch it to your VC firm’s 
investment committee. The next phase of the project is to craft a term sheet for an 
investment in the company.  Specifically, you will make a recommended initial bid to the 
founders, and you will also determine your walk-away deal terms.  
  
Your VC:  
 
You should assume that your VC firm has 10 partners, $500M in Committed Capital, a 
3% yearly management fee for the first 5 years and a 1.5% fee for the last 5 years, and a 
carry of 25% with a basis of Committed Capital.  
 
Project deliverables: 
 
You should submit a single PDF file that contains five parts: (1) a proposed First Offer 
Term Sheet; (2) an email to the founders of your target company describing why you 
want to invest, why they should take the money, and a defense of your proposed term-
sheet; (3) a Breakeven Term Sheet (4) an Internal Investment Memo; and (5) an 
appendix.  
 

(1)  The First Offer Term Sheet is a complete term sheet that your VC will send to 
the founders to kick off the investment negotiation.  This term sheet should have 
LP value > LP cost, so it should reflect a favorable deal for your VC.  Your VC 
anticipates that the final term sheet will end up being more founder-friendly than 
this First Offer Term Sheet. I encourage you to use the NVCA model term sheet 
(easily found with Google and also provided on Canvas) as a starting point. Take 
note of the following: 
 

a. A first step is to figure out how much cash you want to give the company. 
This question relates to our discussion from lecture 9 about whether it’s 
better to raise more money or less money. You may also find it helpful to 
refer back to the readings I assigned for that lecture (see my email sent on 
9/24). You’ll want to figure out how fast the company is burning cash and 
how long of a runway you want to give it until the next financing round. 

b. Another first step is to figure out your company’s financing history. See 
tips below. 



c. Your results from part 2 of the project should help to frame your idea of 
what the company is worth, and what makes it an interesting company to 
invest in. Your valuation should provide you with quantitative insight into 
what makes the company valuable and unique as compared to its 
competitors. You can refer to part 2 throughout the write-up, and you are 
encouraged to include any graphs, charts, or data points from part 2 that 
will help you in the negotiation. 

d. Your investment should be for newly issued preferred stock. You must 
determine the number of shares you want to request from the company, 
and the characteristics of these shares.  

e. Think about how to draw up the capitalization table (# shares, percent 
ownership, etc) given your total valuation, investment offer, and previous 
financing rounds. Be sure to try and get capitalization information either 
from the company (if you have access) or using certificate of 
incorporation filings in conjunction with crunchbase information to 
estimate the cap table (see Q&A below or Piazza post for more details).  

f. Make sure you understand any of the qualitative terms you include in the 
term sheet (these will come into play in your internal investment memo)  

g. This term sheet should be favorable toward your VC but should not be so 
VC-friendly that it makes your target company walk away from the 
negotiating table.  

h. To show your work, include screenshots from VCVtools.com or VCV.xlxs 
in the appendix. 
 

(2) The proposed investment email will be the draft email that you would send the 
founders along with the First Offer Term Sheet. This email should be written to 
explain your investment proposal, justify the terms in your initial term sheet, and 
explain why your proposed valuation is what it is. Take note of the following: 

 
a. Make sure to include an exit diagram for the “first offer” term sheet. The 

diagram would show the payoffs to the VC and employees under various 
exit scenarios. Hint: VCVtools.com can produce these pictures for you. 

b. Make sure the term sheet’s post-money valuation and implied post-money 
valuation are salient. 

i. Your grade will depend in part on how clear and persuasive this email is. 
Your email should convince the founders that your VC is deeply 
knowledgeable about their company, their industry, and their competitive 
advantages and risks.  The email should display to the founders your 
understanding of the value drivers in the company and why they should 
take outside money. Your email should be convincing as to why you want 



to invest in your target company, and how you came to the proposed 
terms. It can include any summary of the investment or highlights from 
the term sheet that you see useful.  
 

(3) The Breakeven Term Sheet is a confidential document that the VC partners will 
see, but the founders will not see. This term sheet should show the worst deal 
terms that your VC would still accept.  This term sheet will help guide your VC’s 
negotiating strategy.  Specifically, it will tell your VC when to walk away from 
the negotiating table. The breakeven term sheet sets LP value = LP cost.  Take 
note of the following: 
 

a. This document should be 2 pages long. The main item should be a revised 
cap table that replaces the cap table in the “First Offer” term sheet with a 
breakeven cap table. Also provide an exit diagram comparing the First 
Offer and Breakeven term sheets for both your VC and the founders.  

b. Assume the only thing that changes between the First Offer and 
Breakeven term sheets is the cap table. For example, investment amount 
and security type should not change. 

c. Focus on getting the breakeven number of shares calculated correctly.  
d. Make sure to include in your appendix screenshots of either vcv.xlxs or 

vcvtools.com to support your partial valuation analysis. 
 

(4) The Internal Investment Memo will be the memo issued from your Deal Team 
to the senior partners of your VC.  Take note of the following: 
 

a. This should be a 3 to 4 page document (not including any appendices). 
b. How do you justify the “breakeven” cap table?  Explain the 5 most 

convincing reasons why your VC should invest in your target company, 
you can freely point to any quantitative info from parts 1 or 2 of the 
project.    

c. Choose five qualitative terms in the term sheets (should be the same for 
both the “first offer” and “breakeven” term sheets) that your VC may be 
willing to modify during the negotiation to sweeten the deal for the 
founders. The idea is that your VC may want to throw a bone to the 
founders during negotiations to secure better financial terms for your VC. 
For each of your five terms, provide a maximum of 5 sentences explaining 
how and why your VC might consider modifying the term.   

d. Include a table that summarizes the company’s financing history including 
dates, $ invested, security type, # of shares, liquidation preference, 
dividends, QPO, data, and investors for each round of financing.  



e. What milestones you would ask your target company to achieve before 
doing a follow-on investment? 

f. What are the 3 biggest risks that your company faces? Why? 
g. Again, make sure to include in the appendix any relevant screenshots of 

either vcv.xlxs or vcvtools.com calculations for partial valuations.  
 

(5) The Appendix contains any supporting material to support your assumptions or 
show your work.  
 

How do I get financing history, and what if it is not available?  
 

• Check out the Piazza post regarding this (reproduced here for convenience):  
• Another (more tricky way) of finding out information about investment 

parameters/company capitalization is to look at certificate of incorporations 
(COI). Many companies have them publically available, and there are also other 
ways to find them 

o Example: Uber  
• Many of these can be acquired by paying a small fee on the State of Delaware's 

website to get information. This could make your assessment more accurate and 
backed by sound data.  

o https://delecorp.delaware.gov/tin/GINameSearch.jsp  
o http://corp.delaware.gov/reqguide.shtml 

• Most gross investment information is available on sources like crunchbase, so if 
you know the class of stock they were issued (by looking at the difference 
between old COI or simply looking at what was issued around the same time the 
funding was announced) you can get an idea for the characteristics of the 
investments, and the composition of the cap table today. Be aware the companies 
will sometimes authorize common stock to be available in case preferred shares 
want to convert, but these shares do not count towards Fuly-diluted share 
count.  Would highly recommend getting on top of this now! 

• From a well respected lawyer in the Silicon VVlley area:  
o "A company will amend and restate its certificate of incorporation (COI) 

for a variety of reasons, but the most common and relevant is (i) the 
creation of a new class of shares and (ii) the authorization of additional 
shares.  Such action will need to occur whenever a company raises money 
through a new venture round. Here, it looks like Uber amended and 
restated its COI on June 6, 2014, the same day as the closing of its Series 
D investment.  If you look at Article IV, Section A of Uber's previous COI 
(link here, and most likely filed as part of the Series C round) you'll see 
the only classes existing were Common A&B, Series Seed, Series A, 

https://piazza.com/class/hyvrxbpsab12rl?cid=45
http://orfe.princeton.edu/~alaink/SmartDrivingCars/PDFs/UberTechnologiesCertInc.PDF
https://delecorp.delaware.gov/tin/GINameSearch.jsp
http://corp.delaware.gov/reqguide.shtml
http://orfe.princeton.edu/~alaink/SmartDrivingCars/PDFs/UberTechnologiesCertInc.PDF


Series B and Series C-1 and 2. In order to raise the Series D round, Uber 
needed to create this Series D class of shares, which they did through the 
COI that you found.  You'll also see by comparing the two COIs (again, 
Article IV, Section A) that (i) it appears that they did a 10:1 stock split in 
between the Series C and D rounds and, more relevant to this discussion, 
(ii) that they authorized a significant amount of additional common and 
preferred shares to allow for the issuance of the Series D shares.  The 
reason that they also authorized additional Common Class A shares was 
likely to have enough authorized common shares in the case of any 
conversion of these additional preferred shares into common.    

• In terms of locating COI's I think you should be able to generally google search 
for the more prominent companies.  I believe you can also pay a fee on 
Delaware's Division of Corporations Website 
(https://delecorp.delaware.gov/tin/GINameSearch.jsp) to get a company's most 
recent filings, which should include the COI." 

• You should do your best to find the company’s financing history. In the real 
world, the VC would obviously get access to all the details about financing 
history during due diligence. If your team cannot find all the details you need, you 
should make up the details. Just be clear about which numbers and facts are made 
up, and why your made-up information is reasonable.  

 
What if my company has already gone public? 
 
If you’re analyzing an S-1 company, there’s a chance it has already gone public. If that’s 
the case, then for the sake of creating a good learning experience, let’s pretend the IPO 
hasn’t happened yet, and the company is raising one more financing round before its IPO.  
 
How to submit the assignment: 
 
Your team should turn in one PDF file electronically on Canvas that contains a table of 
contents and numbered pages. Please clearly separate the 5 different documents, and cite 
all sources clearly. 
 
General notes to keep in mind: 
 
State all of your assumptions clearly. Defend your key assumptions with strong logic and 
preferably data. The presentation of your work matters. Be concise and to the point. If 
you feel that a more detailed explanation is required, please include appendices – you 
won’t receive credit for anything not shown. Cite all your sources.  
 
If anything is unclear, please feel free to ask the TA or Professor Taylor.  As you’ve 
already learned, VC investing requires at least as much art as science. You will have to 
make several tough judgment calls. Things are not always clear cut in the real world! 

https://delecorp.delaware.gov/tin/GINameSearch.jsp


 
Reminder: talking to other teams is encouraged, as long as they are covering a different 
company.  
 
 


