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   VENTURE DEBT TERM SHEET
   TEMPLATE
    

	TEMPLATE NOTE/ DISCLAIMER
These assets are provided for reference and informational purposes only. They are not legal, tax, or financial advice. Qapita assumes no legal responsibility or liability for the use, accuracy, or application of these materials. Users should consult with qualified legal, tax, and financial advisors before relying on or implementing any content contained herein.
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[Type here]

Why This Template Exists
Venture debt term sheets look simple on the surface, a principal amount, an interest rate, a maturity date. The part that actually moves outcomes is buried in Section IV: warrant coverage. That single clause determines how much of the company the lender ends up owning, and it interacts directly with every prior equity round, every option pool top-up, and every future financing the company will raise.
Most term sheet templates including the one this is built from treat warrant coverage as a line item to fill in later. This template treats it as the term worth the most scrutiny, because that's where it actually lives: on the cap table.
	Where Qapita fits
Qapita is the equity management platform of record for 2,700+ companies across India, Southeast Asia, and now the US. We model warrant coverage, exercise price, and vesting schedules directly against your live cap table before you sign, not after so you know exactly what venture debt costs in dilution, not just in interest.



How to use this template
1. Fill in every [bracketed field] with deal-specific terms before sending to counsel or the lender.
1. Treat Section IV (Warrant Coverage) and Section V (Covenants) as the negotiation, everything else is largely standardized across lenders.
1. Model the warrant coverage against your fully diluted cap table before you counter. A 1% coverage figure means different things at different valuations and different pool sizes.
1. Run every negative covenant past your next planned raise. A covenant that blocks “additional indebtedness without consent” can quietly complicate a future SAFE or bridge.


I. General Information
This Term Sheet summarizes the principal terms of the venture debt financing proposed by [Lender Name] to [Borrower Company Name] (the “Company”). This Term Sheet is for discussion purposes only and does not constitute a legally binding obligation on either party, except as to confidentiality and exclusivity (if applicable), until definitive agreements are executed and delivered.
This financing is intended to support the Company's growth objectives, including [primary use case, e.g., extending runway to next equity milestone]. The terms below reflect a preliminary risk/reward allocation between the parties and are subject to further diligence, including review of the Company's capitalization table, financial statements, and existing debt instruments.
	Lender
	Borrower
	Term Sheet Date

	[Lender Name]
	[Borrower Company Name]
	[Date]


II. Financial Terms
The key financial parameters of the proposed venture debt facility are as follows:
	Facility Type
	[Term loan / growth capital / equipment financing / revenue-based]

	Principal Amount
	[$ Principal Amount]

	Interest Rate
	[%] per annum — [fixed / floating, benchmark + spread]

	Draw Structure
	[Single draw at close / multi-tranche subject to milestones]

	Interest-Only Period
	[Number of months, if any]

	Maturity Date
	[Maturity Date] (typically 24–48 months from close)

	Repayment Schedule
	Monthly payments commencing [Start Date]

	Amortization
	[Straight-line / back-loaded / balloon at maturity]

	Early Repayment Penalty
	[% of remaining principal, or “none”]

	Origination Fee
	[Amount or % of principal]

	Commitment / Unused Line Fee
	[Amount or %]

	End-of-Term Fee (“balloon”/final payment)
	[% of principal, common in venture debt]



	Watch the end-of-term fee
Venture debt lenders frequently price a large final payment (4–8% of principal) into the effective yield instead of the headline interest rate. When comparing lenders, calculate the all-in internal rate of return not just the stated coupon including origination fee, end-of-term fee, and warrant value.


III. Use of Proceeds
Proceeds from this facility will be used in accordance with the budget reviewed and approved by [Lender Name]. Permitted categories include:
1. Extension of operating runway to the next planned equity milestone
1. Working capital and inventory / infrastructure build-out
1. Sales and marketing expansion tied to a defined ROI target
1. Equipment purchase or capital expenditure (if applicable)
1. [Excluded uses, e.g., dividend recapitalization, founder buyouts, or refinancing unrelated debt, specify]
Material deviation from the approved allocation requires prior written consent from [Lender Name]. Borrowers should negotiate this clause to preserve reasonable operating flexibility — an overly narrow use-of-proceeds restriction can trigger technical default even for ordinary-course spending shifts.


IV. Warrant Coverage
As partial consideration for this facility, [Lender Name] will receive warrants to purchase shares of [Borrower Company Name]'s [Series __ Preferred / Common] stock (the “Warrants”).
	Warrant Coverage
	[%] of total loan commitment (typically 5–20% for early-stage venture debt)

	Warrant Shares (Fully Diluted)
	[Number], representing [%] of fully diluted capitalization as of [date]

	Share Class
	[Same class as most recent priced round, or specify]

	Exercise Price
	[$ Price] per share — [most recent 409A FMV / last round price]

	Vesting
	[100% vested at signing — standard for venture debt warrants] or [25% at signing, 25% quarterly thereafter]

	Exercise Period
	[7–10 years from issuance]

	Anti-Dilution Protection
	[Broad-based weighted average / full ratchet / none]

	Net Exercise (Cashless) Right
	[Yes / No]

	Transferability
	[Freely transferable / restricted to affiliates]



	Model this before you sign
Unlike an equity round, warrant coverage is priced and dated at closing but its dilutive impact isn't felt until exercise often years later, at a much higher valuation. A 10% coverage warrant struck today at a $2 FMV can be worth materially more, and dilute materially more, by the time it's exercised post-Series-C. Qapita's cap table platform models warrant overhang against projected future rounds so founders see the fully diluted impact before agreeing to a coverage percentage, not after the next 409A comes back.


V. Covenants and Conditions
As part of this facility, the Company agrees to the following affirmative and negative covenants:
Affirmative Covenants
1. Submit periodic financial statements (monthly or quarterly) and an annual budget/forecast
1. Maintain a minimum cash balance of [$ Amount] or [___] months of runway
1. Maintain a debt service coverage ratio of at least [Number]
1. Maintain deposit accounts with [Lender / designated bank], subject to a control agreement (if applicable)
1. Maintain accurate books and records and provide access for periodic audits
Negative Covenants
1. No additional indebtedness without prior written consent, other than [permitted debt basket, e.g., trade payables, equipment leases up to $__]
1. No liens on assets other than [permitted liens]
1. No change of control without prior notice to [Lender Name] (and, if applicable, consent or mandatory prepayment)
1. No dividends, distributions, or stock buybacks without consent
1. No material changes to the nature of the business
	Negotiate the permitted-debt basket now
A blanket “no additional indebtedness” covenant can block a future bridge note or SAFE without amendment. Negotiate a permitted-debt basket and a clear consent process at signing not when you're mid-raise and need an answer in 48 hours.




VI. Legal and Regulatory Compliance
The Company must maintain compliance with all applicable laws and regulations for the term of the facility, including financial reporting standards, data protection regulations, and industry-specific requirements relevant to its operations.
[Lender Name] may conduct periodic audits or request documentation to confirm ongoing compliance, cap table accuracy, and covenant adherence. Failure to meet these requirements may trigger rectification obligations or, in severe cases, default remedies including accelerated repayment.
Conditions Precedent to Closing
1. Satisfactory completion of legal, financial, and cap table due diligence
1. Delivery of an up-to-date, auditable capitalization table
1. Execution of definitive loan and warrant agreements
1. [Board / stockholder approval, if required by the Company's governing documents]
1. [UCC lien search / perfection of security interest, if secured facility]
VII. Signatories
This Term Sheet is non-binding except as to confidentiality, exclusivity, and expenses (as applicable), and is subject to approval and execution of definitive agreements by authorized representatives of both parties.

——————————————
[Lender Name]
By: [Name, Title]

——————————————
[Borrower Company Name]
By: [Name, Title]

	Before you sign
Run the fully diluted warrant impact through your cap table platform, not a spreadsheet estimate. Qapita models the exercise price, vesting, and dilution of this facility's warrant coverage against your real capitalization including outstanding options, SAFEs, and prior warrants so the number you're agreeing to is the number you actually get.
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