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Ukraine) is part of a global initiative to 
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КОРИСНИЙ ГЛОСАРІЙ

Ангельське інвестування (angel investment)
фінансування інноваційного проекту (стартапу) так званими «бізнес-ангелами». Термін 
«бізнес-ангел» був запроваджений в 1978 році професором університету Нью-Гемпшира 
Вільямом Ветцелем, в рамках його новаторського дослідження про залучення початкового 
капіталу підприємцями в США

це приватні інвестори (зазвичай - 
багаті люди), які вкладають кошти 
в інноваційний проект або бізнес 
стартапу, як правило, в обмін на 
оформлення конвертованої пози-
ки або на частку в компанії.

ризикове фінансування, спря-
моване на підтримку технічних і 
технологічних нововведень та на-
укових досягнень, які ще не вико-
ристовуються на практиці. Такий 
вид фінансування пов’язаний з ве-
ликим ризиком неотримання до-
ходів з вкладених інвестицій.

інтенсивне використання майже готової версії про-
дукту (як правило, програмного або апаратного за-
безпечення) з метою виявлення максимального числа 
помилок в його роботі для їх подальшого усунення 
перед остаточним виходом (релізом) продукту/по-
слуги на ринок, до масового споживача.

процентна ставка, яка описує рен-
табельність інвестиції. Термін «вну-
трішня» підкреслює факт, що ця 
процентна ставка є характеристи-
кою інвестиції і не залежить від ото-
чення, наприклад, від ринкових про-
центних ставок, вартості капіталу, 
інфляції.

Бізнес-ангели   
(business-angels) 

Венчурне фінансування    
(venture finance) 

Бета-тестування  
(бета-версія сервісу) 

Внутрішня норма прибутку   
(IRR - Internal rate of return) 
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операція, при якій інвестор дає 
під відсоток або без нього кошти 
в борг стартапу, а останній замість 
повернення грошей має можли-
вість передати у власність пози-
кодавця акції своєї компанії. Тобто, 
відбувається конвертація коштів в 
частку компанії.

перший публічний продаж акцій акціонерного товариства, в тому числі у формі продажу де-
позитарних розписок на акції, необмеженому колу осіб. Продаж акцій може здійснюватися як 
шляхом розміщення додаткового випуску акцій шляхом відкритої підписки, так і шляхом пу-
блічного продажу акцій існуючого випуску.

один з методів венчурного фінансування при яко-
му велика кількість людей можуть брати участь, або 
в якості попередніх клієнтів нового продукту або в 
якості інвесторів стартапу. Зазвичай краудфандінг 
проводиться з використанням спеціалізованих он-
лайн платформ. Є два види краудфандінгу: на основі 
винагород – для залучення широкого кола потенцій-
них клієнтів, або на основі акцій – для залучення по-
тенційних інвесторів.

Конвертована позика    
(Сonvertible note)  

Первинне публічне розміщення акцій (IPO - Initial Public Offering)   

Краудфандінг 
(croudfinding) 

процедура детальної незалежної перевірки об’єкту інвестування, 
здійснювана від імені інвесторів для формування в них об’єктивного 
уявлення про об’єкт інвестування. Зазвичай передує купівлі бізнесу, 
злиттю, підписанню контракту чи співробітництва та включає у себе 
оцінку інвестиційних ризиків, незалежну оцінку об’єкту інвестування, 
повне дослідження діяльності компанії, комплексну перевірку фінан-
сового стану та положення на ринку. Загалом становить собою систе-
му заходів, спрямованих на всебічну перевірку законності і комерцій-
ної привабливості інвестиційного проекту.

Забезпечення належної сумлінності   
(Due Diligence) 
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процес виходу компанії на біржу, при якому продаються не нові акції, а вже існуючі папери акці-
онерів. Тобто, за допомогою прямого лістингу компанія не залучає кошти для розвитку, а лише 
дає можливість своїм діючим акціонерам «вийти з капіталу» з одночасним отриманням публіч-
ного статусу.

господарське товариство, в якому один або декілька учасників здійснюють від імені товариства 
підприємницьку діяльність і несуть за його зобов’язаннями додаткову солідарну відповідаль-
ність усім своїм майном, на яке за законом може бути звернено стягнення (повні учасники), а інші 
учасники присутні в діяльності товариства лише своїми вкладами (вкладники).

будь-яке фінансування, яке вимагає від вас частки 
вашої компанії, включаючи не лише майбутні при-
бутки, але, можливо, і контроль над компанією. 

це будь-яке фінансування, яке не ви-
магає від вас відмови від власності 
на свою компанію.

система правовідносин, що виникає 
між акціонерами та директорами 
при виконанні ними свого обов’язку 
діяти в інтересах та на благо 
компанії.

Прямий лістинг (DPO - Direct Public Offering) 

Обмежене товариство (Limited partnership) 

«Розмивне» фінансування 
(dilutive funding) 

«Нерозмивне» фінансування 
(non-dilutive funding) 

Фідуціарні зобов’язання 
(Fiduciary obligations) 
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Bootstrapping

Grants

TYPES OF VENTURE FUNDING  

Starting a new business entails aggregating different resources around a business opportunity 
or technological innovation such as talent, equipment, specialized services, work facilities, 
working capital, etc. In order to gather the necessary resources, Entrepreneurs look for venture 
funding. As presented below, discuss, there are multiple sources of capital catering to different 
stages of business profiles and different stages of venture growth. 

NOTE:

In general, Venture Capital funds have 
more resources are able to provide funding 
to a broad range of needs, from inception 
through growth and scale up, while Angel 

Investors are private individuals (or a group of private 
individuals) that focus on providing funding in the early 
stages of a venture life cycle, when its capital needs are 
smaller.

Dilutive 
Funding

Higher
investment risk

Lower
investment risk

Increasing
amounts
raised

Non-Dilutive 
Funding

Family 
& Friends Loans

Lines of Credit

Early Stage
Venture Capital

Angel
Investments

Crowd
Funding

Growth Stage
Venture Capital

IPO/Public
Markets

emphasize the different stages of investment, especially the funding
options for pre-seed and seed
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Crowdfunding is an additional method for venture funding, 
connecting entrepreneurs with a broader number of potential 
customers (reward based crowdfunding) or potential 
investors (equity based crowdfunding), typically using a 
specialized crowdfunding platform.  As the name suggests, 
a large number of people can participate, either as advance 
customers of a new product or as investors of a startup.

The different stages in the lifecycle of a new venture are 
associated with different funding needs and stages of 
maturity. Although there is no single definition for each phase 
of a venture and no definition for when an investment round 
should be considered a Series A or Series B, the table below 
provides an overview of the phases and typical names for 
venture rounds. 

8
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Funding round Lifecycle stage Description Typical investors

Pre-seed Round, 
Angel Round

The venture is being incorporated by its founders, who have an innovative idea 
or a business  concept, but still have not built a product prototype or offered a 
beta version of the service.

Angel Investors &
some Early Stage 
Venture Funds 

Seed Round, 
Angel Round Same as above and, in some situations, it is possible that the company has 

developed an initial prototype, proof of concept or a beta version of the 
services. Revenues, if any, are very small.

Early Stage

Series A, 
Series B

At this stage the founders have a vision of the business model they will 
implement to explore the innovative concept they created.  Now the venture 
needs financial resources to develop, build or finish a product or a service 
offering and have it available to/adopted by some initial customers. The focus 
is on the development of the company’s offering to address the needs of 
potential customers; some initial customers may receive the product or service 
at no cost but commit to provide feedback. 

Revenues are small but serve as a validation that potential customers will pay 
for the offering.

Some Angels 
& Early Stage 
Venture 

Growth In this stage the entrepreneurs have a clearer understanding of the customer 
needs and the sales process to the target market. 

These ventures are ready to expand their teams to include additional members 
in sales, support and engineering functions. They need additional capital to 
grow operations. 

Revenues are growing rapidly starting from a small base, but the investments 
in growing the company make so that cash flow is negative.  Most likely the 
company has not achieved profitability, although it has a positive gross margin 
on its products and services.

Most Venture 
Funds

Scale-up The venture has a good understanding of product engineering, market, 
customer needs, sales and distribution channels, oftentimes it has achieved 
positive cash flow and even profitability. 

The company is ready to scale its business by increasing sales and support 
personnel in existing and additional markets, continuing product and service 
innovation, and attracting additional senior executives to the team.

Late Stage Ven-
ture Funds
Corporate Venture 
Investors
Private Equity 
Investors
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The term “angel investor” is attributed to University of New Hampshire Business 
Professor William Wetzel, who coined the term in 1978 as part of a pioneering study 
on how entrepreneurs raise seed capital in the U.S. In this study, Prof. Wetzel identified 
multiple factors that influenced the investment decisions of angels and that are still 
valid today, including life-cycle preferences, geography, industry, exit strategies, and 
expectations of risk and reward. Other observations by Prof. Wetzel are still valid 
today, for example, Prof. Wetzed noticed that angel investors were often motivated 
by non-financial rewards and that they learned of investment opportunities through 
a network of friends and business associates. Of course, nowadays there are multiple 
online platforms targeted at supporting angel investments, but the interpersonal 
component is still very important in the angel investor decision making process.

Many angel investors are experienced entrepreneurs and businesspeople, share a passion for new 
ventures and want to provide opportunities to promising entrepreneurs to achieve success  in their 
ventures. As such, angel investors usually provide not only much needed capital but also professional 
guidance and mentorship to the entrepreneurs they support, open their network of professional contacts 
and acquaintances to the entrepreneur and provide strategic guidance on the business. Besides being 
investors in the venture, some angel investors take a part  of the company governance by becoming 
members of the board of directors or, in certain situations, taking an interim position in the executive 
team. These arrangements vary case by case and are negotiated between entrepreneurs and angel 
investors prior to investment.

ANGEL INVESTMENT

Angel investors 
are private investors acting on their own behalf, i.e. they are able to make the investment 
decision. Since they are making an at-risk investment in a new venture, they possess the financial 
resources to make such investment without compromising their living standards and life savings. 
This investment is made in exchange for an equity ownership in the new venture (see below for 
different agreements used to structure the investment).

10
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Preference to work with ventures in the early stages of development: due to their typical financial 
investment commitment and their focus on adding value by using their professional network and 
expertise, angel investors typically work with very early stage companies -- those developing a proof 
of concept -- and are willing to accept higher levels or risk in their investment.

Flexibility in structuring an investment transaction: angel investors accept the individual situation 
of each startup and try to accommodate their investment to the particular needs of each investment 
company, be it the amount invested or the form of the investment instrument (convertible debt, 
stock in the company, or a combination of forms).        

Quick decision: since angel investors are typically investing their own money, once they receive 
the information, they need to analyze an investment opportunity, they are able to make their own 
decision quickly, without consulting investment committees;    

Advantages of Business Angels:

Advantages and Disadvantages 
of Business Angels

Typically, due to the early development 
stage of the new venture, an angel invest-
ment assumes a closer personal relation-
ship between an angel investor (or a group 
of angel investors) and the entrepreneur (or 
entrepreneurs) who is leading the new ven-
ture. This personal aspect of the relationship 
is unique to each set of angel investor(s) and 
entrepreneur(s) and cannot be generalized 
in the following analysis of the advantages 
and disadvantages of receiving angel in-
vestment for a new venture.
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Cheaper, friendlier financial terms, better than typical banking loans:  angel investors understand 
well the risky nature of their investments and the potential returns a successful investment can 
provide. As a consequence, they are able to better assess the investment risks than a commercial 
bank and offer financial terms that are better for the entrepreneur than a bank would. 

Long term view, value entrepreneurship and the passion of founders: many angel investors, but 
not necessarily all of them, are entrepreneurs who had success in their own ventures and careers. 
Therefore, they take a long term view on their investments and value the multiple challenges to which 
an entrepreneur is submitted in order to have a successful business. Quite often, angel investors 
admire the passion of company founders and are willing to make investments in order to give those 
founders an opportunity they, angel investors, have received earlier in their careers.  

Added value: hands on, experience in the business: most angel investors naturally gravitate around 
and invest in businesses that are related to their prior careers and business experiences, so that they 
can provide actionable, value advice to the entrepreneurs. Quite often, angel investors will be active, 
hands-on non-paid team players who want the venture to succeed  (their compensation will come in 
the form of stock appreciation, as opposed to a salary for services rendered);

Geographically dispersed: angel investors typically invest in the 
regions where they live, so that they can be of help to founders 
by providing professional contacts and even  frequent mentoring 
meetings. As a consequence, the distribution of angel investors 
is determined much more by where they live as opposed to 
a particular technology cluster or economic region. This fact 
facilitates access to capital in areas that are not traditional 
technology and entrepreneurial hubs.

Diverse industries: since angel investors typically invest in 
industries in which they have previous professional experience or 
knowledge, there is no pre-requisite of industries in which they 
will invest, as this will be determined individually by each angel. 
This diversity makes it possible for entrepreneurs in a variety of 
markets to get seed funding, as opposed to some other forms 
of venture funding that tend to focus in markets that provide 
the best return in the shortest time in order to improve the 
investment rate of return (IRR).

12
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Meddlesome (especially if angel is part of 
the executive team):  since the relationship 
between angel investor and entrepreneur 
is very close, oftentimes personal, and the 
venture still small, it is possible that some 
angel investors want to contribute to the day-
to-day decision making of the venture. This 
is particularly the case if angel investors take 
active, executive roles in the venture executive 
team. 

Less capital available than a VC Firm: since 
angel investors are investing their own private 
financial resources, it is common that they 
limit their capital commitment to a startup 
to an amount that they pre-defined capital 
commitment to entrepreneurs (some angels 
may disclose this maximum although this is 
not a requirement). Once the invested amount 
reaches such predefined limit amount, angel 
tend to stop investing additional financial 
resources in the company, therefore limiting 
their ability to participate in future follow-on 
equity round or loans to the company;

Less prestige than a VC fund with national 
reputation: There is a large number of 
individuals investing as angel investors, some 
of them have built a strong reputation based 
on their investment success. 

Angels will have a say on the business: when 
negotiating and investment, angel investors 
typically describe their expected role in the 
new venture, for instance, participation in 
the executive team in an interim capacity, 
participation in the board of directors, or 
even as passive investors who will make some 
introductions to potential customers and 
partners. In this process, some angel investors 
may negotiate some direct influence on the 
new venture and its strategy. Entrepreneurs 
must be comfortable with such negotiation 
and, if that is the case, willing to share some 
decision making.

Process of adding value may not be 
structured: some investment firms (e.g. 
accelerators, incubators, early stage venture 
capital firms) have developed structured 
processes by which they provide advice 
and mentorship to entrepreneurs they 
support. This is not necessarily  the case 
with angel investors, who tend to develop an 
informal and collaborative relationship with 
entrepreneurs that is not structured and is 
customized to  each of the angel investor’s 
portfolio companies. 

Disadvantages of Business Angels
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Angel Networks

In order to better serve the venture community 
in a given region, many individual angel investors 
gather around groups of equal minded investors 
and form angel networks. Typically, angel 
networks cover a certain geographic region, which 
is consistent with the local and personal nature of 
angel investing.

By gathering around networks, angel investors 
are able to gain access to a larger number of 
investment opportunities, also known as “deal 
flow”,  by pooling resources together to promote 
the network presence in the region, organize 
periodic sessions in which entrepreneurs pitch their 
business to a group of angel investors,  and even 
organize web-based deal screening processes. 

Angel Networks 
and Syndicates

14
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Besides access to deal flow, the opportunity to work with other angel 
investors allows an individual to lower investment risk by lowering the amount 
invested per company, while simultaneously investing in a larger number of 
companies. An angel investor network also allows coordination amongst its 
members to pool resources used for conducting due diligence and combining 
the professional expertise from multiple members to analyze a particular 
investment opportunity, creating a multi-disciplinary understanding of a 

particular venture. In similar fashion, by pooling financial 
resources from its members, an angel network is able to 
make a larger venture investment than its members would 
do independently; this is particularly important, because it 
provides entrepreneurs that need larger amounts of seed 
funding an alternative to venture funds specialized in early 
stage investments. 

Typically, angel networks share investment 
processes and legal documents with its 
members, so that both angel investors and 
entrepreneurs have a more predictable 
investment closing process. 
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There are many advantages of an Angel Syndicate 
for both entrepreneurs and investors. 

For entrepreneurs, the syndicate represents a lead 
contact to all angel investors participating in the 
round, facilitating the coordination of the due dili-
gence process, negotiation of terms and the clos-
ing of investment agreements. After the invest-
ment is made, the entrepreneur communicates 

Post-closing, the lead investor typically continues to play this lead role, interfacing with the entrepreneur 
and the executive team in order to receive updates and to provide guidance to the venture. The lead 
investor may also be the Angel Syndicate representative in the board of directors of the company. For all 
its work and dedication in a particular deal, the syndicate lead may receive some compensation, typically 
in the form of additional participation in the investment returns (also known as “carry”). 

Angel Syndicates

This investment vehicle is known as an Angel Syndicate

When making an investment, besides collaborating in the due diligence and the negotiation of 
investment terms, angel investors many times create a joint investment vehicle to invest in the 
company. 

with the syndicate lead investor, who in turn will 
pass all the relevant information to the other angel 
investors who have co-invested under such angel 
syndicate. On the ventures’ capitalization table, 
the angel syndicate will be the investor of record 
(this is convenient compared to, for instance, hav-
ing a capitalization table with the name of 10+ in-
dividual angel investors).

For individual angel investors, the syndicate provides negotiation leverage by 
pooling resources from multiple individuals into a larger investment amount. 
Besides that, typically the investors participating in the syndicate have a Syn-
dicate Lead Investor, who is responsible for coordinating the information flow 
during due diligence, requesting firm commitments from the other participat-
ing angel investors, negotiating terms and conducting the investment trans-
action through its closing, signing on behalf all other investors.  

16
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One of the key challenges of seed and early stage 
investing is defining the proper value of a new ven-
ture, which most often has not developed its proof 
of concept or has had no revenues to date, but has 
a promising future (so much so that is attracting the 
attention of an angel investor). 

In these situations, Angel Investors often structure their 
venture investment in the form of a convertible note. Al-
though a convertible note is a debt instrument, it is the 
intention of both entrepreneurs and angel investors that 
the note is converted into equity at a later round of invest-
ment. Typically, the next equity investment round will be 
led by a venture fund that will define a value to the com-
pany (pre-money valuation) and this pre-money valuation 
will dictate the conversion of the convertible note into the 
newly issued shares of the company. 

The Convertible 
Note 
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The convertible note has a few key terms that regulate the details of the conversion process.:

Valuation for convertible 
note holders = *

valuation for the subsequent 
financing round

1-discount rate

Financing Amount: this is the amount provided to the company; this amount may be reduced by 
Fees and Expenses (see below). 

Interest Rate: the convertible note is a debt instrument that accrues interest at the interest rate over 
time (as in any debt instrument, interest is a form of additional compensation for the time in which 
the convertible note is outstanding). Considering that the investor wants to convert the note into 
equity, typically the interest is not paid back in cash to the investors, but it is accrued and added to 
the Financing Amount (or principal amount), so that the final amount is converted into shares of the 
company upon conversion of the note.

Maturity Date: this is the date when the note becomes due and sets a deadline to  the company for 
the period when the note is outstanding (i.e. still has not converted yet). Angel investors know that 
the company will not be able to repay the convertible note in cash, but they set a maturity date in 
order to force the company to  convert the notes at no later than that date preferably by raising an 
equity investment round from other investors. If the equity round is not raised prior to the maturity 
date, typically the note will convert at terms more favorable to the investors because they took a lot 
of risk in investing in the venture, while the venture was not able to attract from other investors. The 
main purpose of the Maturity Date is to give a sense of urgency to entrepreneurs so that they raise 
equity from third parties within the Maturity Date time frame (if they are not able to raise prior to 
Maturity Date, they typically have to provide a larger number of shares to investors as a compensa-
tion for the risk they took in a company that is not being supported by other investors).

Discount Rate: considering that angel investors holding the convertible note took additional risks 
in providing the financing to an early stage company that many times does not even have revenues 
(and is not able to repay the convertible note in cash), angel investors typically negotiate a rate by 
which the valuation is decreased in comparison to the valuation to be paid by the investor in the next 
equity financing round.  This decrease means that note holders will receive more shares than the new 
investors for the same amount invested into the venture. This difference (more shares to convertible 
note holders) is an incentive to justify the extra risk they took in providing the convertible note to the 
company. 
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Valuation Cap: Since at the moment of the issuance of the convertible note the valuation of the 
company was not defined, depending on the progress the company made between that moment 
and the moment of the conversion, it is possible that the valuation define for conversion becomes 
quite high, reducing the number of shares the convertible note holder will receive. Although the 
higher valuation may represent that the company is doing exceptionally well, the angel who invested 
in the note will receive fewer shares in spite of the extra risk. To address situations like this, there is 
a valuation cap clause that limits the highest valuation at which the conversion will take place, thus 
protecting the investors who provided the  note (it sets a limit to the maximum valuation at which 
the note will convert). Both Valuation Cap and Discount Rate can be used in the same note, because 
they complement each other and protect the investors in situations in which the one of them would 
not have protected.  

Prepayment: this clause regulates if the company is allowed to repay the convertible note in cash pri-
or to the conversion. This is an arrangement to be made between entrepreneurs and angel investors 
and can vary from one situation to another. Typically the company is allowed to repay the note prior 
to conversion into equity only in specific, previously agreed upon circumstances (remember that in 
most situations angel investors want to acquire shares of the company because  they see better po-
tential investment returns than they would get from collecting the financing amount (principal) and 
interest payments.  

No Security Interest: angel investors understand the risky nature of the venture in which they invest 
and know that they typically don’t have assets (tangible or intangible) to use as the convertible note 
collateral (collateral are the assets to be delivered to note holders in case an entity or person is not 
able to repay its debt). The security interest is the clause that describes the collateral assets and the 
situations in which they are transferred to note holders for lack of note payment or conversion. Most 
seed and early stage convertible notes have no security interest, but some do.  

Amendment and Waiver: this clause regulates how chang-
es can be made to the terms of the convertible note. Usual-
ly, changes to the convertible note can only be changed with 
affirmative consent from both the company and the investor.

Fees and Expenses: this clause regulates how fees and ex-
penses related to the issuance of the convertible note will be 
paid (e.g. by each party, divided by the parties, deducted from 
the financing amount, etc.). Typically, company and angel in-
vestors pay their fees and expenses separately.
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Since not all regions have a well-structured and visible angel investor network, 
oftentimes entrepreneurs will have to obtain introductions to angel investors 
through professional networking, participating in local business pitch events, 
contacting stakeholders in the local entrepreneurial ecosystem, including con-
tacting successful companies and entrepreneurs that have  received angel in-
vestment in the same geographic market.

There are many ways for entrepreneurs to identify 
regional and local angel networks, starting from 
a web search and direct submission to an angel 
network website. 

Finding angels

The European Trade Association (eban.org/
about/who-we-are) provides a list of angel in-
vestors in Europe on its website. The Europe-
an Trade Association for Business Angels, Seed 
Funds and Early Stage Market Players (EBAN) 
represents the early stage investor community in 
Europe, including business angel networks and 
angel investors. Business Angels Europe repre-
sents European business angel federations and 
trade associations.

The European Commission page on Ac-
cess to finance for SMEs has a page ded-
icated to Business Angels.

Appendix A brings a sample of angel investors provided by 
Crunchbase.com, a comprehensive directory of venture in-
vestors located in Ukraine.

!
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On October 22, 2019, the Angel Investing Day, was 
organized by the Ukrainian Venture Capital Asso-
ciation - UVCA with the support of the Early Stage 
Investing Launchpad (ESIL), an EU-funded initi-
ative that connects networks of business angels 
and crowdfunders across Europe.

Angel investments are one of the vital financing 
sources for early stage startups but still underde-
veloped in Ukraine

According to 
Olga Afanasyeva, 
UVCA Executive Director

Angel Investment Trends 
in Ukraine and impact 
of COVID-19

In 2019, he Ukrainian Venture Capital investment market 
reached $509.9 million, represented by 111 deals. In the 
same period, the Angel Investment market reached $6.1 
million, represented by 21 deals. It is worth noting that 
Angel Investment figures represent a significant growth 
from 2018, when the total Angel Investment amount 
was $0.9 million invested in 7 deals. See figure below.
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Although the economic impact of the COVID-19 pandemic 
was already present in Ukraine in the first half of 2020, its im-
pact on angel investing has not been documented yet even if 
has already been felt by early stage entrepreneurs.

Source:

Center 
for Venture
Research, 
PitchBook

Overall, considering the economic impact of the 
COVID-19 pandemic in the financial and real assets 
around the world, it is expected that angel inves-
tors in all regions will have their capital available for 
investment reduced, therefore their ability to make 
new investments is also reduced. 

According to the study The Angel Market and 
COVID-19 Building Bridges or Piers by Jeffrey 
Sohl, Wan-Chien Lien and Jianhong Chen from the 
- Center for Venture Research at the Paul College 
of Business and Economics in the University of 
New Hampshire, “Since angel investors are high-
net-worth individuals, given the correction in the 
public equity markets the angels’ net worth will 
likely have declined and so will the pool of capital 
they deploy for angel investments,” the research-
ers said. “Thus, it is expected that total dollars in-

vested in 2020 will decline. However, if past events 
offer any guide, the total number of investments 
will hold steady.”

“Angels will prioritize and bridge their existing 
portfolio companies, and if this reallocation of risk 
capital is substantial it will be at the expense of 
the seed and start-up stage market” said the re-
searchers. They continue: “Any potential decline of 
the foundational, and critical, seed and start-up fi-
nancing provided by angel investors could lead to 
significant, and lasting, repercussions throughout 
the risk capital ecosystem”.

The study presents results comparing the first 
quarter of 2019 to 2020; in all months of the pe-
riod there was a pronounced decline in deals and 
angel dollars invested, indicating the impact of 
COVID-19 in the angel market.

angel deals angel deals

2018 to 2019 2019 to 2020 2018 to 2019 2019  to 2020

January -10,7 % -33,9 % 73,7 % -55,6 %

February - 3,8 % -13,0 % 49,7 % -47,4 %

March -4,8 % -26,3 % -35,0 % 18,8 %

TOTAL -6,8 % -25,1 % 21,9 % -36,2 %
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The business of Venture Capital
Venture Capital is a form of financial investment in which in-
vestment managers (also known as “venture capitalists”, “fund 
managers”) are trusted with capital from institutional inves-
tors (e.g. pension funds, other investment funds, financial in-
stitutions, etc.) and high net worth individuals and families, 
and invest that capital in emerging and fast growing ventures. 
The return on successful venture investments is used to re-
turn capital to the original investors and pay such investors a 
return on their investments. In the process, part of the excess 
returns is allocated to the investment managers to compen-
sate them for their work. 

One key distinction of Venture Capital when compared to 
other forms of investment such as stock market, real estate 
or government bonds is the fact that Venture Capital typically 
invests in emerging ventures that have are developing a new 
technology or exploring a new market opportunity. As a con-
sequence, probability of success of these invested emerging 
ventures is largely unknown by the time investment is made 
or, in other words, these investments carry a large risk of not 
succeeding. In order to accept this larger risk, investors in 
venture capital require potential rates of return that are much 
larger than the other forms of investment cited above.

Venture 
Capital
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This different risk profile created Venture Capital funds as a separate category of 
investments and also shaped the form in which it is organized. 

Venture Capital funds are typically structured in the form of a partnership, in 
which there are two distinct groups:

Limited Partners: 

General Partners:

named derived from limited liability partners, are the individuals or institutions that provide 
capital to the venture capital fund (they are the clients of the fund manager) and have no day-
to-day involvement in the fund operations. Their limited liability means that, if one or more of 
the ventures invested by the fund do not succeed, the Limited Partners may lose the amounts 
they contributed to the fund, but no amount beyond that (their liability is limited to the cap-
ital they invested). Typically, Limited Partners receive their original investment back and an 
investment return that is superior to what they would have gotten in less risky investments. As 
clients of the investment fund, collectively they have the ultimate say about some key clauses 
of the fund, particularly, who is the fund manager.

named derived from general liability partners, are the individuals that provide fund manage-
ment services to their clients, the Limited Partners. They have full discretion to execute the 
investment strategy of the fund (as defined in the fund documents or “Limited Partnership 
Agreement”), make investment decisions, support the invested ventures, represent the Ven-
ture Capital fund in the invested companies Board of Directors and make decisions about 
when to sell the fund shares in a given company. For all this responsibility and leeway, they 
have general liability, which means that if one or more of the ventures invested by the fund 
do not succeed and cause harm to others, the General Partners may be personally financial-
ly responsible to an extent that goes far beyond their personal financial contribution to the 
Venture Capital Fund. This general liability explains why Venture Capital fund managers have 
to be so careful when selecting investments for the fund. General Partners make a financial 
contribution to the fund as the Limited Partners (typically between 1% and 5% of the overall 
size of the fund) and are compensated based on success. 
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Management 
Fee

Small Percentage 
of Companies Analyzed 
Receive an Investment 

Carry

Fund managers charge a recurring annual fee (“management 
fee”) to cover fund operational expenses (fund staff, accounting 
services, legal services, due diligence costs, legal services on be-
half of the fund when negotiating an investment round, etc.). The 
management fee is a percentage of the total capital committed 

Besides the Management Fee mentioned above, General Partners receive a 
success-based compensation called “carry” that is a fraction (typically 20%) of 
the excess investment returns obtained by the fund. A simplified example: if 
the fund had $100 of capital and investment returns generated $250 over its 
lifetime of 10 years, the first $100 are paid back to Limited Partners. After that, 

It is important to keep in mind 
that fund managers --  General 
Partners -- are providing a service 
to their clients -- Limited Partners 
-- and have a fiduciary obligation 
of taking good care of their capital. 

to the fund and is typically 2% of the capital and is charged annually. As many Venture Capital 
funds grew in size but their expenses did not grow proportionally, many Limited Partners have 
demanded flexible structures where the management fee is adapted to the level of expenses 
through the lifecycle of the fund, so to be smaller when the operational expenses are smaller (par-
ticularly in the second half of a fund).

for the remaining $150, Limited Partners will receive 80% or $120 and General Partners receive 
20% or $30 as compensation also known as carry. If the $100 fund had returned only $ 110 over 
its lifetime, Limited Partners would be paid the $100 back first, plus $8 (80% of the remaining 
$10), while General Partners would be paid $2.

The compensation structure of a Venture Capital fund has been developed and tested over many 
years and in many different countries. Although the description above fairly represents common 
practice, the details of each fund differ significantly from one country to another and from one 
fund manager to another. 
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Investors allocating capital to Venture Capital funds are looking for investment returns that are superi-
or to those available in other forms of investment (real estate, stock market, etc.) and understand that 
this potential superior return entails higher risk. As a consequence, in order to satisfy the needs of their 
clients, General Partners will focus their investing activity in companies that have the potential to pro-
vide those superior returns, even if they are riskier and have great probability of failing. General Partners 
therefore focus on ventures that have a potential of returning ten times or more the original investment 
in that particular venture (the “10X or more companies”) in order to achieve the expected returns. The 
riskier profile of each investment also means that there is a larger probability that a single investment 
will fail, putting pressure on the few successful companies to make up for the losses in the portfolio and 
still provide an overall, portfolio-wide superior return! 

The general liability, the fiduciary obligation and 
the expected return of the fund contribute to-
gether to making Venture Capital fund managers 
so careful and selective in their investment deci-
sions, typically investing in one or two of each 100 
seed and early stage venture they analyze for a po-
tential investment. 

Besides the general liability incurred by Venture 
Capital fund Managers (the General Partners!)  and 
the fiduciary obligation, there is another important 
reason that explains their selectivity: superior tar-
get returns when compared to other forms of in-
vestment. 
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Duration 
of a Venture 
Capital Fund

EXITS:  
returning capital to Limited Partners

Limited Partners need to plan their individual investment 
portfolios over a time horizon and require General Partners 
to provide a timeline for the Venture Capital fund opera-
tion and inflow and outflow of capital. Typically, a Venture 
Fund has a duration of 10 years, the first half of which is re-
served for making investments in new portfolio companies 
(“Investment Period”).  So, it is important to keep in mind 
that General Partners are actively investing on behalf of a 
certain fund during the Investment Period but reduce in-
vesting activities to follow-on financing in existing portfo-
lio companies after the closure of the Investment Period.

After the Investment Period, fund managers have another 
five years to help the invested companies to mature and 
achieve a successful divestment, when the fund manager 
sells its shares in the company and returns the proceeds of 
that sale to Limited Partners. The divestment is known as 
an “exit” as the fund is exiting an existing investment in a 
company. 

There are many ways in which the Venture Fund can exit an investment and it 
is not possible to define ex-ante which exit form provides the best return on 
investment because financial conditions will differ from one case to the next and 
the financial rewards vary as well. 
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As a general rule of thumb, more cash today is better, but there may be exceptions to this rule 
(for instance, if you the acquirer has a publicly traded stock that is appreciating in value).  While 
forming a new Venture Fund, Limited Partners and General Partners negotiate how capital will 
be returned to Limited Partners: cash only, or cash and/stock. This is important because it will 
define the strategy General Partners will use when negotiating an exit of an investment. 

Form of Exit Description

Share 
Redemption 
or Buy-back

The Venture Fund sells the shares of the company back to the company or its founders and 
receives payment in cash. 

Merger for stock A portfolio company merges with another company and the Venture Fund is paid in shares of 
the combined entity. The merger may be with another private company (non-listed stock) or 
a publicly traded company (stock listed on a stock exchange).

Acquisition for 
stock or cash

A portfolio company is acquired by another company and the Venture Fund is paid in shares 
of the combined entity (see comment above) or for cash (typically in installments upon hit-
ting predefined milestones).

IPO - Initial 
Public Offering

The company issues new shares and sells it to the public (therefore the “IPO” name). Some 
existing shareholders (e.g. Venture Capital funds) may sell part of their shares in this process 
as well. Selling to the public allows any stock investor (institutional or individual) to purchase 
shares in the company and dramatically expands the potential number of shareholders. 

The success of the IPO as an offering depends heavily on the company stock becoming well 
known through the work of stock analysts, who provide forecasts and analysis of the compa-
ny financial and operational performance.

The IPO process itself is not a guarantee of success if the company has no analyst coverage 
as it would remain unknown or too risky to most stock investors.

Direct Listing 
in a stock 
exchange

The final result of a direct listing in a stock exchange is the same as the IPO above and the 
long term success of the stock listing depends on making sure the company has coverage by 
stock analysts. 

The differences to the IPO lie in the process by which the company lists its shares and the 
fact that the company does not issue new shares and does raise new capital in this process. 
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Over the years Venture Capital consolidated its importance as 
a source of capital for innovative new ventures also became 
an important segment of the investment industry, leading 
to some specialization of Venture Capital funds. Below are 
details of three most common sources of Venture Capital 
for cleantech ventures: Tech VC funds, Impact Investors and 
Corporate (strategic) Investors.  

Types of 
VC funds

Tech VC funds

Technology-focused Venture Capital funds are the most com-
mon type of venture funds and fit the description presented 
on section 3.1. The business of Venture Capital. Although this 
traditional venture funding model evolved originally in the 
East Coast of the United States in the late 1940s and even-
tually developed in the 1960s and 1979s in the West Coast 
in what would be later known as Silicon Valley. Over time this 
model was adapted by other regions and markets and is glob-
ally spread today, although the United States continues to be 
at the forefront of the Venture Capital industry. 
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The risk-return profile of venture investing is very 
adequate to the technology industry because of 
the large scalability of technology based busi-
ness, especially software-based ventures. Once 
the technology-based product is developed, test-
ed and accepted by the market, the economies of 
scale inherent to technology-based business allow 
the company to scale and sell to a large number of 
customers with minimal marginal costs. This scal-
ability is particularly attractive to venture capital 
investors, because they tend to invest in the early 
stages -- when there is more risk -- and later sell 
shares in the company at a much larger price after 
the companies developed and have predictable 
cash flows. Although there are exceptions, typ-
ically ventures that require a large upfront capi-
tal investment (e.g. investment in manufacturing 
facilities) or have high recurring operating costs 
(e.g. some service-focused business) are less at-
tractive to technology-focused Venture Capital 
funds because their potential investment returns 
are smaller.

Technology Venture Capital funds are typical-
ly managed by a small team of senior managers 
who have deep experience in investing, in advising 
helping technology companies to grow, and ex-
tensive knowledge of different technologies and 
applications. These senior managers also have a 
large number of professional contacts that they 
make available to the companies when they are 
recruiting executives, pitching to other venture 
funds or approaching new customers. The senior 
team is usually supported by a group team of ana-
lysts who are responsible for screening companies 
soliciting investments, helping in the due diligence 
process, preparing financial forecasts and per-
forming financial analysis. In practice, the analysts 
are gatekeepers to accessing senior partners and 
are responsible for making the senior partners’ 
work efficiently. 

Technology Venture Capital funds typically are fo-
cused on achieving the highest IRR financial returns 
to their clients and invest on technologies and ven-
tures that will allow them to reach that goal.
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Impact investors Impact investors are investment managers who serve 
clients that have two simultaneous sets of goals and related 
metrics to evaluate the return on investment: 

Financial returns

Positive, measurable social and environmental impact

The need to achieve financial returns is a key differentiating factor of Impact Investing from other forms 
of funding to address social and environmental issues such as grants, philanthropy and some govern-
ment sponsored programs. Because each impact investor defines the benchmark for financial returns of 
its impact investing portfolio, it is not accurate to assume that all impact investors expect lower financial 
returns from their impact investing portfolio than similar investments in an equivalent portfolio that has 
no impact requirement.

Impact Investors also expect positive, measurable 
social and environmental impact because they are a 
demonstration of the effectiveness of a particular in-
vestment opportunity in addressing modern challenges 
in sustainable agriculture, renewable energy, land con-
servation, affordable housing, access to healthcare and  
accessible high quality education. 

The same way an investment opportunity 
has a plan for the business and the finan-
cial aspects of the venture, the investment 
opportunity has a set of impact goals, the 
methodology and metrics by which the 
impact will be measured against the orig-
inal goals, and a plan on how the venture 
will achieve those goals. 

Financial returns or, at least, return of the capital invested 
are important to assure the longevity of the investment 
strategy, because the desired impact usually takes multiple 
years to take place.  

1

2

The Impact Investment strategy is growing all over the word because it has proven to be effective in 
combining financial sustainability of traditional financial investments with environmental and social 
goals and metrics to monitor the progress towards those goals.
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In general, the key components of an impact measurement related to an impact 
investment are: 

While financial return metrics are well established and common, there are many valid approaches to im-
pact measurement. The best choices for impact measurement  vary according to investor intention and 
goals and the capacity of the impact assessor.

Establishing and stating social and environmental objectives to relevant stakeholders that 
will be impacted directly or indirectly by the investment;

Setting performance metrics/targets related to these objectives using standardized metrics 
wherever possible and, if needed, creating new metrics and methodologies that  better re-
flect the objectives;

Identifying the baseline for those metrics, i.e. the status quo prior to the beginning of the 
impact caused by the investment;

Monitoring the selected metrics and supporting the invested venture in managing perfor-
mance against predefined targets;

Reporting on metrics performance to relevant stakeholders

In order to facilitate the 
process above, many in-
vestors and entrepreneurs 
adopt a pre-defined im-
pact assessment method-
ology and use pre-defined 
impact metrics, so that 
they don’t have to create 
metrics of their own

IRIS+ is the generally accepted impact accounting system that 
leading impact investors use to measure, manage, and optimize 
their impact. Proper use of the IRIS+ system ensures a minimum 
level of consistency in a users’ impact claims and performance, 
which makes it easier for investors to analyze and extract useful 
information for decision making. Use of IRIS+ also facilitates the 
comparison of impact information.

IRIS+ provides a set predefined metrics catalogs that are very 
relevant to cleantech investing such as Agriculture, Air, Climate, 
Energy, Land, Pollution, Waste and Water.
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Corporate         
(strategic) 
Investors

Corporate Investors (also known as Strategic Investors or 
Corporate Venture Capital) is a variation of Venture Capital 
in which a company with large financial resources makes 
investments in innovative ventures that are aligned with the 
investor company goals and strategy. In this sense, similar to 
Impact Investors, Corporate Investors also have two sets of 
goals and related metrics:     

Financial returns

Support corporate strategy

Typically, companies acting as corporate investors are large and they use these investments as a way to 
get access to innovation that was not created by the company or to get access to markets segments in 
which the company does not have a large presence.  Besides investments in innovative ventures, a Cor-
porate Investor may also invest through the creation of joint venture agreements, in which the Corporate 
Investor may provide a startup with interim management, marketing expertise, strategic planning, and 
funding (e.g. equity, revolving line of credit).

I

II

Financial returns  

Support for the corporate strategy  

are achieved and measured in the same form as in a Venture Capital fund through investment 
exits such as IPOs or the sale of a company’s stakes to interested parties at a profit. 

usually comes in the form of increased sales and profits in a particular technology or market 
segment, or in the form of wider adoption of a technology standard proposed by the corporate 
investor (which will eventually translate in to increase sales).

One key aspect of Corporate Investing strategy is to align financial returns with strategic 
objectives in a way that  a successful investment will bring higher value to the corporate  
shareholders. If this alignment is not in place, a corporate investor cannot justify the in-
vestment, regardless of the potential financial returns of that investment opportunity. 

I

II
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Advantages and Disadvantages 
of Receiving Corporate Investment

There are some clear advantages for a new venture to receive an investment 
from a Corporate Investor such as the corporation’s industry expertise, rep-
utation and brand, financial strength, connections to suppliers and distrib-
utors, and an ecosystem of products and technologies. There are, however, 
some points to be considered by an entrepreneur and the startup Board of 
Directors prior to receiving corporate investment: the strong bond with the 
corporate investor may be limit opportunities to collaborate and partner with 
other corporations in the market; corporate investors have slower decision 
making processes than a startup and may delay key strategic decisions by the 
startup; corporate investors invest to further the implementation of a corpo-
rate strategy that may not be the best option for the startup at a given time; 
potential conflicts of interest may arise between the position of the corporate 
investor as a shareholder of the startup and the self-interest of the corpora-
tion in expanding its own business; the presence of the corporate investor as 
a shareholder in the startup may limit the opportunities to sale the business 
or technology to other corporations. 

Corporations in the technology 
sector were pioneers in Corporate 
Investing, since they could observe 
early the positive results of Tech-
nology Venture Capital Funds. Over 
time, biotechnology  and telecom-
munication companies also adopt-
ed this investment modality. 

An evolution of the corporate investing activity was the creation 
of Corporate Venture Capital groups by some of those corpora-
tions that were making frequent investments. In the Corporate 
Venture Capital model, the sponsoring corporation is both the 
Limited Partner (investor) and the General Partner (fund man-
ager). The success of Venture Capital and of Corporate Venture 
Capital allowed some hybrid models in which the sponsoring 
corporation is the Limited Partner and either outsources fund 
manager to a third-party General Partner. 
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VC Due-diligence The Venture Capital Due-diligence Process addresses mul-
tiple aspects of a new venture in order to allow potential in-
vestors to assess the different risk factors of the investment 
opportunity. 

Early stage ventures depend on their founders to set the vision for business and mo-
tivate team members, therefore founders tend to have a disproportionate importance 
in the early stages. Seed and Early Stage Investors recognize this fact and spend time 
getting to know the Founders and key members of the executive team, to make sure and 
that there is a good cultural and personal fit. This process takes many forms (meetings, 
networking events, lunch meetings) and is led by the Senior Partner (or Lead Angel Inves-
tor) who will be working more closely with the company and its founders.

One of the key factors in deciding on making an investment in a new venture is the quali-
ty and feasibility of the innovation created (or proposed by the company). Since seed and 
early stage ventures often have not developed a proof of concept yet, it is not possible 
for interested investors to fully access the concept feasibility. In these situations, poten-
tial investors consult technology experts, industry  veterans to assess the risk involved in 
achieving proof of concept. Ultimately the investor will have to make a decision without 
knowing with full certainty if the innovation is feasible as proposed.   

Although there are well defined processes and checklists legal analysis  of corporate good stand-
ing, the analysis around Management Team & Founders, Innovation Technical Feasibility, Value 
Proposition, Customer Adoption & Potential Market Demand, Business Model & Financial Sus-
tainability tend to follow different protocols from one Venture Capital Fund to another. 

Founders & Management Team

Innovation Technical Feasibility

Due Diligence Criteria

Due Diligence Criteria
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Considering that the proof of concept has not been achieved, it is challenging to 
demonstrate an initial version of the product or service to potential customers to validate 
the value proposition. 

In these situations, potential investors ask potential customers if a hypothetical offering 
with the performance parameters claimed by the company  represents an appealing 
value proposition. Investors also ask potential customers their willingness to pay for such 
an offering. 

This assessment provides potential investors better understanding of the value 
proposition from the customer’s perspective and price at which a customer would 
be willing to buy  the product or service (willingness to pay). This willingness to pay is 
very important and will be used in the assessment of the Business Model & Financial 
Sustainability.

A key aspect of a successful innovation is acceptance by its potential customers. 
Although an offering may have a strong value proposition and a high willingness to pay, 
if the potential customer is locked in long term contracts with its current provider or if 
the new product is not compatible with existing process, systems or infrastructure, the 
rates of Customer Adoption may be low and curtail Potential Demand. Compatibility 
with existing systems and infrastructure is particularly relevant in technology related 
products.

Potential investors inquire about such situations in order to better assess the potential 
demand forecast in the financial projections.

Value Proposition

Customer Adoption 
& Potential Demand

Due Diligence Criteria

Due Diligence Criteria
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The fact that a particular market segment is subject to regulation is not an impediment 
for an investment, just a point to be considered in the decision-making process.

Some cleantech sub-sectors like energy, water, waste management, air emissions, mobil-
ity are typically regulated because they may interfere with human safety. 

Investors need to understand the regulations that affect -- or may affect -- the business 
of a new venture in order to make an informed investment decision and consult with 
regulatory  bodies and specialized consultants to understand the regulatory landscape.

The information gathered in the previous due diligence topics are used as inputs to the 
financial model as revised by investors and compared to the original projections provided 
by the company. This exercise allows investors to apply their own experience in support-
ing other new ventures and discuss suggested adjustments with the entrepreneurs and 
the management team. 

The investors’ experience is particularly relevant, as they know that entrepreneurs tend 
to be optimistically biased and sometimes underestimate the amount of time and capital 
required to perfect the technology and the amount of time required to acquire paying 
customers and collect revenues.

Investors will also forecast the growth of the business for the next few years and the 
amount capital that will be required to achieve such growth, which is a key factor in the 
investment making decision.

Regulatory Environment

Business Model & 
Financial Sustainability

Due Diligence Criteria

Due Diligence Criteria
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The legal due diligence requires a number of documents to confirm the corporate good standing. 
A simplified list of such documents follows: 

Corporate Documents 

Legal and regulatory Intellectual property

Capital stock
Actions and minutes of the Board of Di-
rectors and Shareholders Meetings.

Charter documents: up to date Articles 
of Incorporation and Bylaws.

All documents and correspondence re-
lating to any litigation and or disputes 
involving the Company, its executive of-
ficers or its directors.

Any consent decrees, injunctions, judg-
ments, other decrees or orders, settle-
ment agreements or similar matters.

All correspondence between the ven-
ture and its regulators (particularly if the 
product or service requires some sort of 
regulatory approval).

Form of Proprietary Information and 
Invention Agreements signed by past 
or present employees and consultants 
and any documentation relating to the 
transfer to the Company or any employ-
ee of any technology. 

A list of patents, copyrights and trade-
marks owned by the Company. 

Any licenses or agreements of any kind 
with respect to the Company’s patent, 
copyright, trade secret or other propri-
etary rights.

Up to date shareholder and optionee lists 
(also known as “capitalization table” or 
“cap table”); 

Employee Stock Option (if available) and 
a summary of the vesting schedules of 
any stock or options subject to vesting.

Shareholder agreements and any agree-
ments relating to voting of securities and 
restrictive share transfers.

38

GCIP-Ukraine Entrepreneur Manual



Management, employees 
and consultants

Other agreements

Debt financing

Any agreements between the Company 
and any of its employees, officers, direc-
tors, affiliates. 

Consulting contracts.

Employee benefit and profit-sharing 
plans, including stock option, stock pur-
chase deferred compensation and bo-
nus plans or arrangements and forms of 
stock option grants or stock purchase 
agreements under such plans.

A list of officers and directors.

Real property leases.

Joint venture and partnership agree-
ments.

Confidentiality and nondisclosure agree-
ments.

Any other agreements material to the 
business of the Company, or outside the 
ordinary course of business (e.g. agree-
ments, letters of intent or term sheets 
regarding any proposed acquisition by 
the Company of any company, business 
or material amount of assets).

All debt instruments, convertible or not, 
credit agreements, and lease financing 
agreements entered into by the Company, 
which are currently in effect.

Any guarantees of third party obligations.
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Miscellaneous
Any reports and studies prepared by the Company or outside consultants on the Company 
business or financial condition.

Most recently audited financial statements and latest unaudited financial statements.

Brief description of any contract restricting the ability of the Company to compete in any line 
of business.

Most recent Business Plan, Offering Memorandum or similar document of the Company.

Any documents indicating environmental liabilities or potential environmental liabilities, in-
cluding violations of any environmental laws, or agreements for indemnity or remediation of 
any adverse environmental conditions.

The investment process adopted by different 
Venture Capital funds is similar and typically 
follows the steps below, although the length of 
time between each step varies according to the 
urgency each fund gives to a particular invest-
ment opportunity.

Typically, the Venture Capital investment process has the 
following steps (illustrative example, actual schedule and 
steps sequence may differ):

VC Investment 
operations and 
timelines
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1

2

3

Initial Introduction: 

Email of executive summary 
and or pitch deck: 

First call with Investment 
Analyst:

STEP

STEP

STEP

Here the process starts

1 week

2 weeks

Entrepreneurs are more successful in contacting venture capital funds when they are 
introduced to one of the investors in the fund. This introduction can be made by an 
angel investor, an entrepreneur that previously received investment from the fund, a 
common acquaintance with one of the professionals at the fund. If no introduction is 
possible, a second option is a cold call or a submission through the fund website.

Typically, one of the analysts of the fund will follow-up requesting an electronic copy 
of an executive summary or pitch deck in order to evaluate if the venture has a good 
fit with the fund overall strategy and its investment priorities at that moment. Since 
Venture Funds receive a large number of submissions, it is not able to sign Non-Dis-
closure Agreements because there is a high probability that some other company has 
already provided information on a similar business. Usually this fact is not a problem, 
because Venture Capital Funds live by their reputation and would ruin their reputation 
and business by using confidential information from one company into another. 

If the Analyst is intrigued by the materials sent by the company and sees a good po-
tential match with the fund investment priorities, the Analyst schedules a call / video 
conference with the entrepreneurs.
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4

5

6

First in-person meeting 
with Analysts:

Follow-ups (meetings and calls):

In-person meeting with Senior 
Partners:

STEP

STEP

STEP

2 weeks

6 to 8 weeks

3 to 4 weeks

Following the initial call, if the match is confirmed, the entrepreneur is invited to an 
in-person meeting. In the meeting the parties will get acquainted and will discuss not 
only the business but also have an initial impression of each other’s business philoso-
phy and culture. 

If the interest is confirmed after the in-person meeting, the Analyst will study the com-
pany proposal, its technology, its value proposition and will evaluate the strength of 
the management team.  In the process, the Analyst will interact multiple times with the 
company asking for clarifications and additional information.  Simultaneously the Ana-
lyst reports the findings to her/his colleagues in the fund during the weekly meetings. 
The Analyst documents the analysis in a dossier to be presented to the senior partners.

If the Senior Partners confirm their interest in the investment opportunity, one of 
them will invite the entrepreneur for one or more in-person meetings with the Senior 
Partners. In this meeting the Senior Partners will dig deep into the technology, the 
stage of the company, the entrepreneur’s knowledge of the target market, the value 
proposition. At certain points it is common that there is some redundancy with the 
interactions with the Analyst; this is common and acceptable because the Senior 
Partners establish a rapport with the entrepreneur and want to get the answers directly 
from the Entrepreneur. 
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7

8

9

Investment Terms Discussion:

Term Sheet Negotiation & Signing: 

Due Diligence: 

STEP

STEP

STEP

1 to 2 weeks

1 week

4 to 6 weeks

At this stage the Senior Partners discuss the merits of the investment and its fit into 
the fund portfolio; in case they decide for an investment, one of the Senior Partners 
starts investment terms discussions with the Entrepreneur, aiming to come to a gen-
eral agreement to the contents of a term sheet for an investment. 

The Senior Partner in charge of the deal prepares a Term Sheet with the terms and 
conditions of the proposed investment and presents it to the Entrepreneur. Since 
many details have already been discussed between the parties and the fund does 
not want the entrepreneur to use that term sheet as leverage to get better terms 
from another investor, the term sheet is valid for a short period of time (3 to 5 busi-
ness days).

Once the term sheet has been signed by the parties, the due diligence will verify the 
technical claims made by the entrepreneurs, the legal status of the venture, the list 
of existing shareholders, personal references for the founders, etc. If the invested 
venture is in its early stages of development, it is possible that it still does not have 
revenues, customers, suppliers, etc. and the due diligence process is shorter and fo-
cused on technology and people. If the venture is further developed, for instance 
growing sales, and has a larger number of employees, the due diligence will also cov-
er client contracts, accounting, financial forecasts, employee relations, payroll, etc. 
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10

11

12

Preparation of Closing 
Documents & Review: 

Signing  of Closing Documents:

Financial closing (funds are wired):

STEP

STEP

STEP

3 to 4 weeks

1 week

1 day

Assuming the due diligence is going according to plan and there is no major impedi-
ment to the conclusion of an investment, prior to the conclusion of the due diligence 
process the Venture Capital Fund will coordinate with the company efforts to coor-
dinate the closing documents (e.g. Investors’ Agreement, Shareholders Agreement) 
to expedite the conclusion of the investment process.

Review of the closing documents may take a bit longer as the parties finalize agree-
ment on some specific clauses.

Upon successful conclusion of the due diligence and preparation of the Closing Doc-
uments, the company obtains necessary formal approvals from its Board of Direc-
tors and Shareholders to celebrate the investment transaction by signing the Clos-
ing Documents.

As soon as the Closing Documents are signed and all the formal approvals have been 
properly obtained and documented, the Venture Capital fund releases the invest-
ment cash to the company.
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In the example above the whole investment process 
took months, as senior partners in the Venture Cap-
ital fund had to be informed and convinced of the 
investment opportunity, numerous people had to be 
contacted and interviewed to validate technical and 
market assumptions, and the final investment terms 
had to be negotiated between investment fund and 
invested venture. 

During this process there are many opportunities 
for entrepreneurs to work together and get to know 
each other; under this perspective, the fact that the 
process took months is not prejudicial.  

Although not common, there are cases of invest-
ment rounds that failed to complete for one reason 
or the other and were aborted in step 11 or earlier. 

For these reasons it is important to consider one in-
vestment round as complete only after the invest-
ment amount is available at the bank account of the 
invested company. 
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Finding VC investors

VC Investment trends in Ukraine 
and impact of COVID-19

Ukrainian Venture Capital and Private 
Equity Association (UVCA)
was established in mid-2014 following the example of the European Venture Capital and Private 
Equity Association (InvestEurope), and currently unites 50 members - private equity and ven-
ture funds, accelerators, incubators, educational institutions, and non-government organizations 
that make a significant impact on the development of Ukrainian investment market.

The association promotes investment opportunities in Ukraine for 
foreign investment funds, conducts market research, lobbies the 
government to improve the investment and business climate and 
carries out activities on behalf of Invest in Ukraine. The UVCA mem-
bership page (uvca.eu) presents a number of its members.

According to the “Ukrainian Venture Capital and Private Equity Over-
view 2019” -- a report published by the Ukrainian Venture Capital 
and Private Equity Association (UVCA) and Deloitte Ukraine -- the 
total amount of Venture Capital invested in Ukrainian IT companies 
and startups in 2019 was $510 million (which is 1.5 times higher than 
the maximum of 2018), represented in 111 investment deals. 2019 
marks the first time that Ukrainian IT companies reach a half-billion 
dollars mark. 

Appendix A brings a sample 
of angel investors provided by 
Crunchbase.com, a comprehen-
sive directory of venture inves-
tors located in Ukraine. 
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It is also worth noticing the 78% increase from 2018 to 2019 in the 
average deal size and the large number of exits (28) achieved in 2019. 
According to UVCA, software companies have been leading in the 
number of deals and their volume, moving the “online service” sector 
to second place. Furthermore, by geography, 90% of the attracted 
investments were inflow from the United States.
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According to the CB Insights, a consultancy ded-
icated to market intelligence in Venture Capital 
and startups markets, overall startup funding may 
have already been negatively impacted by the out-
break of Covid-19. In particular, global seed-stage 
funding (the first investment capital that startups 
receive), is projected to decline 22% in Q1’20 com-
pared to Q4’19. The number of global seed deals is 
predicted to fall only 8% during the same period. 

This sharp drop in seed-stage funding can be at-
tributed to the consequences of COVID-19, which 
creates large uncertainty. In part, this is caused by 
the fact that larger Venture Capital funds are ded-
icating more time to their existing portfolios and 
less time to deal sourcing.

For the first time, we analyzed gender diversity among startup founders that raised 
funding. We found out that 26% of companies have at least one woman among 
founders. Thus, according to Crunchbase, the global average is 19%. I hope that the 
tendency of gender equality in Ukraine will strengthen further and that women will 
also prove to be effective crisis managers

2019 was marked by 29 exits of Ukrainian investors, with the average transaction 
check growing by 78% to $5.7 million. Software companies have been leading in the 
number of deals and their volume, moving the «online service» sector to the second 
place. The volume of top ten transactions has almost doubled to $456 million. By 
geography, 90% of the attracted investments were inflow from the United States

Olga Afanasyeva,

according to Olga Afanasyeva

the CEO at the Ukrainian Venture Capital 
and Private Equity Association
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As mentioned in the 2.5. Angel Investment Trends in Ukraine and impact of COVID-19, during a recession, 
angels may have their financial assets affected by the financial markets (e.g. as stock prices have 
plummeted, investors of all types looking to protect returns may refocus on safer assets, like bonds, 
gold, or even investments into more established later-stage companies) and avoid additional risk in 
their individual investing portfolios. 
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Micro VC, 
Venture 
Capital

Early Stage Venture, 
Non-Equity Assistance, Seed

23 3 crunchbase.com/
organization/digi-
talfuture

Venture 
Capital

Early Stage Venture, Seed, 
Venture

119 26 crunchbase.com/
organization/
ta-venture

Venture 
Capital

Early Stage Venture, Seed 8 - crunchbase.com/
organization/icu

Venture 
Capital

Early Stage Venture, Late 
Stage Venture

12 - crunchbase.com/
organization/gr-
capital

Venture 
Capital

Early Stage Venture 10 3 crunchbase.com/
organization/
chernovetsky-
investment-group

мікро ВК, 
Венчурний 
капітал

Early Stage Venture, Seed, 
Venture

23 1 crunchbase.com/
organization/
aventures-capital

Venture 
Capital

Early Stage Venture, 
Non-Equity Assistance, 
Seed, Venture

5 - crunchbase.com/
organization/
genesis-
investments-aaa3

Accelerator Seed 13 1 crunchbase.com/
organization/
growthup

Digital Future

Organization/
Person Name

Investor Type Investment Stage # of Inv. #number 
of Exits

Organization/
Person Name URL

TA Ventures

ICU Ventures

GR Capital

Chernovetskyi 
Investment 
Group

AVentures 
Capital

Genesis 
Investments

Genesis 
Investments

List of Seed and Early Stage Investors in Ukraine  
(Source: Crunchbase - April 2020)

Digital FutureAppendix I: 
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Venture 
Capital

Convertible Note, Early Stage 
Venture, Seed, Venture

9 - crunchbase.
com/organiza-
tion/u-ventures

Venture 
Capital

Early Stage Venture, Seed 33 1 crunchbase.com/
organization/
imperious-group

Angel Group Early Stage Venture, Seed 9 - crunchbase.com/
organization/
wannabiz

Micro VC, 
Venture 
Capital

Seed - - crunchbase.com/
organization/cyfrd

Investment 
Bank, Private 
Equity Firm

Debt, Early Stage Venture, 
Late Stage Venture, Private 
Equity, Venture

- - crunchbase.com/
organization/a7-
capital

Incubator, 
Venture 
Capital

Early Stage Venture, Seed - - crunchbase.com/
organization/
adventures-lab

Individual/
Angel

Seed 5 1 crunchbase.com/
person/olexander-
chernyak

Accelerator, 
Incubator

Seed 25 1 crunchbase.com/
organization/

Incubator Seed 21 1 crunchbase.com/
organization/east-
labs

u.ventures

Imperious 
Group VC

WannaBiz

CYFRD

A7 CAPITAL

Adventures 
Lab

Олександр 
Черняк

Eastlabs

Happy Farm 
Business 
Accelerator

Organization/
Person Name

Investor Type Investment Stage # of Inv. #number 
of Exits

Organization/
Person Name URL
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Angel Group, 
Venture 
Capital

Early Stage Venture, Seed - - crunchbase.com/
organization/lviv-
tech-angels

Individual/
Angel

Seed 1 - crunchbase.com/
person/karen-
chiftalaryan

Micro VC, 
Venture 
Capital

Early Stage Venture 1 - crunchbase.com/
organization/bull-
ventures

Venture 
Capital

Seed 3 - crunchbase.com/
organization/
gravia-vc

Accelerator Crowdfunding, Seed 3 - crunchbase.com/
organization/
iothub

Venture 
Capital

Seed - - crunchbase.com/
organization/
novel-ventures

Incubator Early Stage Venture, Seed 1 - crunchbase.com/
organization/uui-
ventures

Venture 
Capital

Early Stage Venture, Seed - - crunchbase.com/
organization/
scythia-ventures

- Seed - - crunchbase.com/
person/vladi-
mir-nesterenko

Lviv Tech 
Angels

Karen 
Chiftalaryan

Bull Ventures

AngelSyndicate.
vc

IoT Hub  

Novel Ventures

UUI Ventures

Scythia   
Ventures

Volodymyr 
Nesterenko

Organization/
Person Name

Investor Type Investment Stage # of Inv. #number 
of Exits

Organization/
Person Name URL
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Venture 
Capital

Early Stage Venture, Seed 1 - crunchbase.com/
organization/sev-
en-arrows-ven-
ture-capital

Accelerator Crowdfunding, Early Stage 
Venture, Late Stage Venture, 
Seed

- - crunchbase.com/
organization/
innovation-
box-business-
accelerator

Hedge Fund Early Stage Venture - - crunchbase.com/
organization/
bonanza-holding

Individual/
Angel

Seed 7 1 crunchbase.com/
person/yuriy-
chayka

Investment 
Partner, 
Individual/
Angel

Seed 1 - crunchbase.com/
person/andriy-
dovzhenko-2

Individual/
Angel

Seed 1 - crunchbase.com/
person/anton-
solomko

- Seed - - crunchbase.com/
person/leon-
podobedov-2

Individual/
Angel

Seed 1 - crunchbase.com/
person/vladimir-
saakov-5eb3

Seven 
Arrows Venture 
Capital

Innovation 
BOX Business 
accelerator

Bonanza 
Holding

Yuriy Chayka

Andriy 
Dovzhenko

Anton 
Solomko

Leon 
Podobedov

Vladimir 
Saakov

Organization/
Person Name

Investor Type Investment Stage # of Inv. #number 
of Exits

Organization/
Person Name URL
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Accelerator Seed - crunchbase.com/organiza-
tion/the-neo-vc

Individual/
Angel

Seed 1 crunchbase.com/person/an-
drew-shcherbak

Individual/
Angel

Seed 1 crunchbase.com/person/
sam-kingston

Individual/
Angel

Seed 1 crunchbase.com/person/
denis-buryakovskyy

Individual/
Angel

Seed 1 crunchbase.com/person/
vladimir-utkin

Individual/
Angel

Seed 1 crunchbase.com/person/
oleg-malskyy

Individual/
Angel

Seed 1 crunchbase.com/person/
farid-safarov

Individual/
Angel

Seed 1 crunchbase.com/person/arif-
akhmedzade

Individual/
Angel

Seed 1 crunchbase.com/person/
dmytro-yarynych

Individual/
Angel

Seed 1 crunchbase.com/person/
michael-merkulov

Individual/
Angel

Seed 1 crunchbase.com/person/
andrey-fedirko-2

Individual/
Angel

Seed 1 crunchbase.com/person/
ivan-romaniuk-2

Individual/
Angel

Seed 1 crunchbase.com/person/
oleksandr-golovatyi

Individual/
Angel

Seed 1 crunchbase.com/person/
irina-ziakhor

The Neo.vc

Andrew 
Shcherbak

Sam Kingston

Denis 
Buryakovskyy

Vladimir Utkin

Oleg Malskyy

Farid Safarov

Arif 
Akhmedzade
Dmytro 
Yarynych
Michael 
Merkulov

Andrey Fedirko

Ivan Romaniuk

Олександр 
Головатий

Irina Ziakhor
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Person Name URL
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https://www.crunchbase.com/organization/the-neo-vc
https://www.crunchbase.com/organization/the-neo-vc
https://www.crunchbase.com/person/andrew-shcherbak
https://www.crunchbase.com/person/andrew-shcherbak
https://www.crunchbase.com/person/denis-buryakovskyy
https://www.crunchbase.com/person/denis-buryakovskyy
https://www.crunchbase.com/person/vladimir-utkin
https://www.crunchbase.com/person/vladimir-utkin
https://www.crunchbase.com/person/oleg-malskyy
https://www.crunchbase.com/person/oleg-malskyy
https://www.crunchbase.com/person/farid-safarov
https://www.crunchbase.com/person/farid-safarov
https://www.crunchbase.com/person/arif-akhmedzade
https://www.crunchbase.com/person/arif-akhmedzade
https://www.crunchbase.com/person/dmytro-yarynych
https://www.crunchbase.com/person/dmytro-yarynych
https://www.crunchbase.com/person/michael-merkulov
https://www.crunchbase.com/person/michael-merkulov
https://www.crunchbase.com/person/andrey-fedirko-2
https://www.crunchbase.com/person/andrey-fedirko-2
https://www.crunchbase.com/person/ivan-romaniuk-2
https://www.crunchbase.com/person/ivan-romaniuk-2
https://www.crunchbase.com/person/oleksandr-golovatyi
https://www.crunchbase.com/person/oleksandr-golovatyi
https://www.crunchbase.com/person/irina-ziakhor
https://www.crunchbase.com/person/irina-ziakhor


Individual/
Angel

Seed 3 crunchbase.com/person/tor-
ben-majgaard

Individual/
Angel

Seed 1 crunchbase.com/person/
yury-topolnitsky-2

Individual/
Angel

Seed 1 crunchbase.com/person/
arthur-kazakov

Individual/
Angel

Seed 1 crunchbase.com/person/
sergei-shestakov

Individual/
Angel

Seed - crunchbase.com/person/
alexander-kashmensky

Individual/
Angel

Seed 1 crunchbase.com/person/
olga-furdylo

Individual/
Angel

Seed 1 crunchbase.com/person/
volodymyr-shchupak

Individual/
Angel

Seed 1 crunchbase.com/person/
lidya-karchevskaya

Individual/
Angel

Seed 1 crunchbase.com/person/
pavlo-loznevoy

Individual/
Angel

Seed - crunchbase.com/person/
anastasiia-yurieva

Torben 
Majgaard
Yury 
Topolnitsky

Arthur 
Kazakov
Sergei 
Shestakov

Alexander 
Kashmensky

Olga Furdylo

Volodymyr 
Shchupak
Lidya 
Karchevskaya

Pavlo 
Loznevyy
Anastasiia 
Yurieva

Organization/
Person Name

Investor Type Investment Stage # of Inv. Organization/
Person Name URL
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https://www.crunchbase.com/person/torben-majgaard
https://www.crunchbase.com/person/torben-majgaard
https://www.crunchbase.com/person/yury-topolnitsky-2
https://www.crunchbase.com/person/yury-topolnitsky-2
https://www.crunchbase.com/person/arthur-kazakov
https://www.crunchbase.com/person/arthur-kazakov
https://www.crunchbase.com/person/sergei-shestakov
https://www.crunchbase.com/person/sergei-shestakov
https://www.crunchbase.com/person/alexander-kashmensky
https://www.crunchbase.com/person/alexander-kashmensky
https://www.crunchbase.com/person/olga-furdylo
https://www.crunchbase.com/person/olga-furdylo
https://www.crunchbase.com/person/volodymyr-shchupak
https://www.crunchbase.com/person/volodymyr-shchupak
https://www.crunchbase.com/person/lidya-karchevskaya
https://www.crunchbase.com/person/lidya-karchevskaya
https://www.crunchbase.com/person/pavlo-loznevoy
https://www.crunchbase.com/person/pavlo-loznevoy
https://www.crunchbase.com/person/anastasiia-yurieva
https://www.crunchbase.com/person/anastasiia-yurieva
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