VC 101:  A Quick & Dirty Glossary of VC Slang
COMPANY PERFORMANCE

Bootstrap
A company that hasn’t raised any outside money

Breakeven
When a company is no longer losing money; revenue >= expenses for the year

Burn rate / Burn
How much money a company loses per month when revenue < expenses each month

Cash flow positive
When a company has finally turned the corner and revenue > expenses each month; a company can be cash flow positive but not yet breakeven, if there are a bunch of losses built up from earlier in the year

SETTING UP THE INVESTMENT

Bridge loan
A loan to the company for a very short period of time, typically in order to meet a goal that will allow them to raise equity capital

Capitalization table
A spreadsheet that shows who owns how much stock in a company, and what each person or institutional investor paid for their stock; also shows how many employee options the company has set aside, and how many they have already granted

Convertible note
A loan to the company that can be converted into stock later, usually with a promised discount on the future stock price; e.g., if I loan you $8 now with a promise for a 20% discount, I have the right to turn that loan into $10 worth of stock later.

Follow-on
When an investor in one round invests again in the next round

Premoney valuation
How much the company is worth BEFORE the investor adds capital

Postmoney valuation
The premoney valuation plus the amount of capital added (if the premoney value is $5 and you add $5 of capital, the postmoney value is $10)

Series A, B, C, etc
The first, second, third, etc. rounds of investment from an institution; angel rounds usually don’t count as a formal “Series”

THINGS AROUND NEGOTIATION

Common stock
Basic stock in a company, typically the kind that founders own

Cramdown
When a company’s valuation drops between two rounds of financing. It’s called a “cramdown” because the investors in the earlier round often end up with a much smaller share of company ownership than they expected. Also called a Down Round.

Dilution
When a company raises another round of funding, the existing shareholders get “diluted” – if you sell 20% of the business to someone new in exchange for operating funds, that means that the old shareholders now only own 80% instead of 100% of the business. They didn’t actually get paid directly for the 20%, so they were “diluted.”

Exit
When an investor gets rid of the shares they own in a company, ideally through a successful liquidity event

Liquidity
When a private stock becomes public and can be sold for cash, or when a company is bought for cash…essentially, any transaction which means your private shares can now be turned into cash 

Participation 
The right to get paid back AND share in the profits equally, when a company is sold; for example, if we give someone $10 for half the business, and they sell the business later for $100, we get our $10 back PLUS half of the $90 that’s left. VCs really like participation.

Preferred stock
Stock that is “better” than common stock; it usually has more shareholder voting rights, and if the company gets liquidated, the preferred stockholders usually get first dibs on the proceeds

Syndicate
A group of investors all participating in one round

Term sheet
A nonbinding letter of intent for an investment, typically outlining the company’s valuation, the price offered per share of stock, board representation, voting rights and many other terms relating to future rounds of investment, mergers and acquisitions, or IPOs

Zombies
Private companies that are still private when a VC fund is winding down, but which are not bad enough to be written off, presenting a management challenge. Also known as the Living Dead.
