To wrap up your series on leveraging other people’s money (OPM), this final review provides a
high-level summary of the critical negotiation strategies and market standards as of 2025.

The "OPM-Savvy" Final Review

The venture capital and small business lending landscape has evolved, with 96% to 98% of

deals now adhering to a 1x non-participating liquidation preference standard. As an

entrepreneur, your goal is to bridge the gap between operational debt (like SBA loans) and

growth equity (Angel/VC) while protecting your ownership.
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Final "Red Flag" Checklist

The "Why" for Your Business

Ensures investors are repaid first, but doesn't allow "double-
dipping" that wipes out founder value.

Protects investors from "down rounds" fairly without the
aggressive reset of a "full-ratchet."

Standard "skin-in-the-game" requirement; ensures you are
committed to the long-term vision.

Gives investors time for due diligence without locking you
out of the market indefinitely.

Using debt for assets and equity for growth; 2025 updates
to NVCA documents now include better mechanics for this.

Before signing any final agreement, ensure you have successfully pushed back on or removed
these non-standard terms:



e Multiple Liquidation Preferences: Anything above 1x (e.g., 2x or 3x) is considered "dirty"
and often only used in high-risk or desperate deals.

e Full-Ratchet Anti-Dilution: This can lead to massive, unfair dilution for founders in the
event of a valuation correction.

o Indefinite ROFR: Rights of First Refusal that last over 5 years can deter future investors
from even looking at your company.

e Subjective "Bad Leaver" Triggers: Ensure your equity is protected unless there is a legal,
proven cause for termination (like fraud).

Closing Advice for Readers

OPM is a powerful accelerant, but it requires precise management. In 2025, sophisticated
investors are looking for capital efficiency. By leveraging resources like Esource Lending for your
SBA-backed debt and presenting a clean, standard term sheet to your Angels, you demonstrate
that you are a disciplined steward of capital.

Next Step for Your Readers: Always consult with a legal professional specializing in venture
financing to review the final "Definitive Agreement," as term sheets are typically non-binding
except for confidentiality and exclusivity clauses.



