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    t Women   Funding   Women   Inc.   (WFW),   we   are   driven  by 
        the  belief  that  informed  action  is  the  key  to  building  a 
          more  equitable  and  dynamic  investment  landscape.  It's 
             with   this   conviction,   and   the   generous   support   of 
                Richard  Rooney,  that  we  proudly  present  The  Angel   
                   Insights Series.

This insightful resource guide is designed to illuminate the
world of angel investing for everyone involved. As co-founders
of WFW, we bring our diverse experiences as entrepreneurs,
investors, and corporate directors to address a critical need:
bridging the funding gap for women-led businesses in Canada.

By demystifying the angel investing process, we aim to inspire
and equip both founders seeking capital and funders looking to
make impactful investments. This series is crafted to  provide
angel investors with the knowledge and tools to confidently
invest in high-potential women-led ventures, and to offer
founders invaluable insights into navigating the funding
landscape, understanding investor perspectives, and securing
the capital you need to thrive.

Whether you're a trailblazing founder ready to grow your
venture or an individual eager to diversify your portfolio and
champion the next generation of innovators, this series is for
you. We believe that by mobilizing more women to become
angel investors and by providing founders with the resources
to effectively raise capital, we can build an equitable funding
landscape, where women's groundbreaking ideas find the
support they need to flourish.

We’re happy  you’re  here, helping  us  to  bridge the  persistent 
                            funding gap for Canadian women entrepreneurs. 

A

Warmly,

Lara, Deborah and Sherry

Co-founders, 
Women Funding Women Inc.

InsightsAngel
T H E

SERIES A LETTER FROM
WFW’S CO-FOUNDERS



Forms of Early-Stage Financings
and Term Sheets

Disclaimer: The Angel Insights Series is published by WFW and provides general educational information only. It
is not intended as, and does not constitute, financial or legal advice. Readers should consult with qualified

financial and/or legal professionals for advice tailored to their specific circumstances.
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T H E  A N G E L  I N S I G H T S  S E R I E S

SAFE (SIMPLE AGREEMENT FOR FUTURE EQUITY)

F O R M S  O F  E A R L Y - S T A G E  F I N A N C I N G S  A N D  T E R M  S H E E T S

The SAFE is the standard pre-set structure in the US market, based on data from October
2023 to September 2024. It was created by Y Combinator to make early-stage financings
easier and uses standardized paperwork.

Early-stage financing usually involves three main instruments: Simple Agreement
for Future Equity (SAFE), Convertible Notes, Preferred Shares, and occasionally,
Common Shares. 

Forms of Early-Stage Financings and
Term Sheets

The Right
Instrument

The choice of instrument depends on factors such as the
company’s ability to set a credible valuation, the purpose
of the funding round (for example, a bridge round),
investor bargaining power, presence of a lead investor,
and the total amount being raised.

Terms
Important convertible security terms
include Valuation Cap (separate from
Valuation), Discount Rate, and Most
Favoured Nation (MFN) clauses. Dilution
calculations must account for whether the
valuation cap is based on pre-money or
post-money valuation (e.g., a $1M SAFE on
a $4M pre-money cap results in 20%
dilution, while the same SAFE on a $4M
post-money cap results in 25% dilution).

Nature
SAFE is categorized as Convertible Equity instead of debt.

Conversion
A SAFE converts into equity (usually common shares) at the
next financing round, based on a valuation cap (usually post-
money) and/or a discount rate.

Cap Table Impact
SAFE financings indirectly influence the cap table, although the
post-money calculation simplifies dilution analysis.

Instrument Types



T H E  A N G E L  I N S I G H T S  S E R I E S

F O R M S  O F  E A R L Y - S T A G E  F I N A N C I N G S  A N D  T E R M  S H E E T S

CONVERTIBLE NOTE (CONVERTIBLE DEBT)
Convertible notes are designed as debt instruments that postpone determining a company's
valuation.

Nature
Convertible debt takes priority over shareholders. It
includes debt, accrued interest, and a maturity date.

Conversion
The debt is either repayable at maturity or converts
automatically upon a Qualified Equity Financing.

Documentation
Requires a Subscription Agreement or Note
Purchase Agreement and a Convertible Promissory
Note (which can be secured or unsecured).

Cap Table Impact
Convertible Debt financings indirectly affect the cap
table and can be structured as “pre-money” or “post-
money”.

PREFERRED SHARES (PRICED ROUND)
Preferred share financings are detailed, high-cost rounds where the company’s valuation is
explicitly determined.

Nature
Investors receive preferred shares, which are voting
shares with special rights. This financing has a direct
impact on the cap table.

Documentation
Requires a Share Purchase Agreement and
Shareholders Agreement(s).

Key Rights
Preferred shareholders often negotiate high investor
rights, including:

Priority of Payment: Liquidation preference
Anti-Dilution Rights and Pre-emptive Rights
Control: Information rights, Board of Directors
representation, and shareholder vetoes

COMMON SHARES
Common shares are also a priced round, but investors receive the same shares as founders
without preferential treatment. Common Share financings are not recommended as they
create future valuation issues.



Confidentiality Prevents the company from disclosing the term sheet terms, except
to officers, directors, accountants, attorneys, and potential investors
(without consent).

Expenses Stipulates reimbursement for the investors’ legal, diligence, and
administrative costs, usually up to a predetermined cap.

No Shop Provides an incentive for the investor to invest time and money into
diligence by preventing the company from seeking other investors
for a specific period.

Governing Law Specifies which laws will govern the rights and obligations of the
parties.

While most provisions concern economics or control and are non-binding, specific clauses are
often legally binding.

The term sheet acts as a roadmap (or blueprint) for the
final legal documents that govern the investment. 

It details the investment terms and provides a key chance to align interests
and set expectations with investors. While most provisions are non-binding,
understanding the standard market terms is important. Terms are typically
established and negotiated with the lead investor.

STRUCTURE AND BINDING PROVISIONS

T H E  A N G E L  I N S I G H T S  S E R I E S

Term Sheets

F O R M S  O F  E A R L Y - S T A G E  F I N A N C I N G S  A N D  T E R M  S H E E T S



Valuation/
Price

The price is determined by factors such as the company’s stage,
investor type, traction, team, and the general economic climate.
Founders should expect 20–35% dilution per round and recognize that
the highest price is not necessarily the best price.

Type of
Security

Specifies whether the investment will be in a priced security
(Common/Preferred Shares) or a non-priced security (SAFE/Convertible
Note).

Option Pool Shares set aside for hiring and retaining employees. Investors
frequently negotiate for a large option pool early, often averaging 10–
15%.

Share
Provisions

Includes key financial rights such as Liquidation Preference and
Dividends.

These provisions determine the financial outcome of the investment:

ECONOMIC PROVISIONS

T H E  A N G E L  I N S I G H T S  S E R I E S

F O R M S  O F  E A R L Y - S T A G E  F I N A N C I N G S  A N D  T E R M  S H E E T S

Board of
Directors

Defines the composition of the board (Founders, Investors,
Independent members). The board is intended to set strategic
direction and keep management accountable. Early on, the board
should be founder-controlled, which means that the founder controls
the board seats.

Founder
Vesting

Essential for both founder and investor protection, typically set at 4-
year vesting with a 1-year cliff. Cliff vesting refers to employees
becoming fully vested in their plan by a specific date.

Information/
Inspection
Rights

Gives investors the right to receive necessary financial information
(like financial statements) for due diligence.

These provisions define the relationship and control structure between the founders and
investors:

GOVERNANCE AND CONTROL PROVISIONS



Right of First
and Second
Refusal (ROFR)

This right allows the investor to purchase shares of any selling
shareholder before any other party can.

Co-Sale Right
(Tag-Along
Rights)

This allows a minority shareholder to sell their shares simultaneously
with a majority shareholder.

Drag-Along
Right

Allows a majority shareholder to force all shareholders to proceed with
the sale of the company, provided certain conditions are met.

These rights are instrumental in shaping investment strategies and safeguarding investor
interests. Always be sure to understand them thoroughly before investing. 

PRO-RATA RIGHTS

T H E  A N G E L  I N S I G H T S  S E R I E S

F O R M S  O F  E A R L Y - S T A G E  F I N A N C I N G S  A N D  T E R M  S H E E T S

Key Mistakes and Diligence Considerations
Founders must ensure a "clean corporate
house" before raising capital. This includes
documenting all equity (including "promised"
equity), implementing standard vesting for
founders, confirming that the company (not the
founders or inventors) has been assigned and
owns all Intellectual Property (IP), and
establishing proper employment contracts.

Promised equity refers to a commitment to
issue a share of company ownership in the
future, typically as part of an employee's
compensation package or as a component of an
investment agreement. However, a "promised"
equity agreement, especially one made verbally
or through informal means, may not be legally
binding or a formal grant until it is appropriately
documented with official agreements, board
approval, and issuance of shares or options on
the company's capitalization table.

Common mistakes and
misconceptions include: 

Founders underestimating
the time required to raise
capital
Not fully understanding the
implications of the cap table
during a financing
Having unrealistic
expectations about valuation
(since valuation is not
everything)
Adopting a short-term view
on governance and key
shareholder rights



T H E  A N G E L  I N S I G H T S  S E R I E S

Sources

F O R M S  O F  E A R L Y - S T A G E  F I N A N C I N G S  A N D  T E R M  S H E E T S

Osler x Women Funding Women: Startup funding & term sheets workshop

The sources include presentation excerpts from a seminar titled "WOMEN
FUNDING WOMEN: Startup funding & term sheets workshop," provided by Osler,
Hoskin & Harcourt LLP, along with an On24 Event Console Link, indicating the
presentation was given as a webinar. The materials cover key aspects of early-stage
financing, such as the role of law firms in the Canadian tech ecosystem and
important diligence considerations for companies seeking investment. Main topics
include a comparison of financing instruments like SAFE, Convertible Notes, and
Preferred Shares; an analysis of cap table implications through a case study; and an
overview of term sheet structure, including binding and non-binding provisions,
along with common mistakes and misconceptions in the fundraising process.

Read the first issue:
What is an Angel Investor?

Read now

Get a concise breakdown of who angel investors
are, their funding mechanisms, and how they differ
from VCs. A clear overview for founders and
aspiring angels.

https://share.hsforms.com/1rAHEONtHRz69O4OizExqfgr7ydz
https://www.osler.com/en/insights/webinars/startup-funding-term-sheets-webcast/
https://www.osler.com/en/insights/webinars/startup-funding-term-sheets-webcast/
https://womenfundingwomen.ca/the-angel-insights-series-women-funding-women
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VP Client Service & Development,
Delaney Capital Management Ltd.,

Corporate Director

D R .  D E B O R A H  R O S AT I
F C P A ,  F C A ,  I C D . D ,  G C B . D ,  C C B . D

Founder & CEO, Women Get On Board
(WGOB), Corporate Director

D R .  S H E R R Y  
S H A N N O N - VA N S T O N E
M S C ,  H O N O R A R Y  L L . D ,  I C D . D  

Founder, President & CEO, 
Profound Impact Corporation
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LEARN MORE

A COLLECTIVE ADDRESSING
THE PERSISTENT FUNDING GAP
FACED BY CANADIAN WOMEN
ENTREPRENEURS.
 
WFW IS A PLATFORM, A
COMMUNITY, A MISSION -
IT IS NOT A FUND.

ABOUT WFW

WFW operates as a platform and community,
not a fund itself. Recognizing that access to
capital is crucial for growth and success, we
empower both sides of the funding equation.
We’re mobilizing more women to invest in
women by activating more Canadian women
angel investors, and connecting new and
experienced women funders with high-
potential, women-led ventures.

Our strategic alliances bring together
organizations and resources committed to
empowering women, championing gender
equality, and catalyzing economic growth. By
fostering informed action and building strong
connections, we can create a more equitable
and dynamic investment landscape.

                      Women Funding Women Inc. (WFW)
i                    is  a  Collective  driven by  a  singular 
          mission: to address  the  persistent  
funding gap faced by Canadian women
entrepreneurs. 

W
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Together, we’re building
momentum to supercharge
angel investing in women-led
ventures, setting sights on
coast-to-coast impact.
Canadian women are empowering women entrepreneurs by
providing crucial funding. You can play a vital role in bridging the
funding gap for women-led ventures by joining this movement -
subscribe to our newsletter and follow us on LinkedIn!

NEWSLETTER LINKEDIN

womenfundingwomen.ca

https://share.hsforms.com/1rAHEONtHRz69O4OizExqfgr7ydz
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