
VENTURE DEBT: 
A GUIDE



Fast forward to the late 
1990s, and venture leasing 

was in a boom of its own 
with tech companies 

reaching new heights in 
terms of valuations.

When the dotcom bubble
burst, many lenders also 
went under due to 
uncertainty as to how to 
structure or underwrite
these types of loans. 

Contents

1 A history of venture debt
 

2 Key differences between venture debt and equity

3 Utilising venture debt

4 When to raise venture debt 

5 A beginner’s guide to raising venture debt

6 Venture debt term sheets

7 Atempo Growth: an introduction

8 Pan European approach

9 Atempo Growth: meet the team

Venture debt emerged as an 
asset class around the 1960s-1970s 
as modern technology as we know
it began its evolution. A growing
number of early-stage companies 
needed equipment financing 
for computers and hardware, 
and “venture leasing” was born.
�

Venture leasing

Tech boom 

.com bubble 
bursts

An updated version of venture debt 
came into play after the 2008 global 

financial crisis. An influx of new 
venture debt lenders in the market 

helped mature the asset class and
venture debt became known for

its tailored nature, and its 
simplistic and predictable 

underwriting process. 
�
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Fast foward to present day and 
venture debt represents 10-15% 
of the total venture market, 
with lenders supporting 
high-growth businesses 
through a variety of use cases, 
whether for an operational buffer, 
or to fund potential M&A events.  

Present day

A history of 
venture
debt

1



Venture debt and equity can be used separately or together, so it’s 
important to understand the nuances of each asset class to help 
pick the best funding route for your company.

Short or long-term capital

Flexible use cases including runway 
extension, insurance, M&A financing,
and more

Can be raised alongside or in-between 
equity rounds, offering companies a
capital buffer to be drawn when needed 

Fundraising is usually faster than 
traditional  forms of financing

Defined repayment terms and senior 
security over assets mitigate the risk of 
investment

Structure

Term

Use case

Flexibility

Speed

Long-term capital

Can be used to fund any business 
purpose

Typically funds on closing, but can be 
structured in tranches

Internal equity rounds can be faster, as
external raises require more diligence 

Repayment  typically not required
Structure

Term

Use case

Flexibility

Speed

Typically a non-voting board observer 
seat granted

Governance

Typically a voting board seat is 
granted

Governance

Significantly cheaper than equity and can
reduce the average cost of capital on a 
blended basis

Dilution
The most expensive form of financing 

due to the equity dilution 
that takes place

Dilution

EquityVenture
debt

Key differences
between venture
debt and equity
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Utilising 
venture debt
Venture debt can be tailored to 
suit a company’s specific 
circumstances. The bespoke nature
of the instrument lends itself to a 
variety of use cases. 

Reduce dilution
Some companies will opt to use 
venture debt alongside an equity 
round to minimise equity dilution. 
One of the main use cases of venture
debt is to extend a company’s cash 
runway to reach its next milestone 
ahead of the next equity raise.

This helps create a higher 
valuation, as well as less equity
dilution at the next round. This
can help companies:

reach a certain level of revenue
increase marketing
increase sales channels

 

High-growth businesses may have 
implemented a growth strategy 
based on mergers and acquisitions.
For this strategy, companies need 
to be able to respond to new 
opportunities quickly. Venture
debt’s typically flexible draw-down 
period makes it suited to this. 

Funding M&A activity

Venture debt can serve as an 
insurance policy to provide the 
company with a cash buffer against 
operational setbacks, fundraising 
delays, or unforeseen capital needs 
without the need for an equity 
down-round. This grants the 
company more time to get back 
on track ahead of raising its next 
equity round.

Insurance policy

Companies may even need a debt 
injection to help them become cash
flow positive.  

Beyond break-even
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If you’re considering raising venture debt,
it can be difficult to know when to get
started, here’s a quick guide: 

Venture debt is best suited 
to revenue-generating 

companies.

Proven 
market-fit

Investors recommend growth companies 
raise venture debt when they don’t need 
it! At the end of an equity round is usually 

when a company’s cash flow is at its 
strongest, thereby giving it better

bargaining power when reaching out to 
raise funds.

In addition, companies will be better 
placed for a venture debt due diligence 
process at this stage, as they will have all

updated business information readily 
available. 

Alongside 
equity

Venture debt can be used to help fund
a company to profitability. It can help 

propel a company forward during a 
critical growth period, thereby 

eliminating the need for a final round 
of equity and further dilution.

+ or or

In-between 
equity rounds

Bridging to 
profitability

If you are con�ident in your ability to 
raise funds in the future, venture debt 

can help extend a company’s cash 
runway to reach its next milestone 
and boost its valuation ahead of its 

next equity raise.

   Y O U  W I L L  N E E D : T I M I N G  O P T I O N S :

When to raise
venture debt
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5 6 7

A beginner’s
guide to raising 
venture debt

Sourcing
Reach out directly to 
venture debt providers 
or ask your VC investors 
for referrals. You’ll also
be able to book 
meetings with venture
debt providers at most
industry events you 
attend.

Evaluation
Schedule a call for the 
lender to learn more 
about your company, 
your plans for growth, 
and your needs to 
achieve this. This call 
should help determine 
whether there is a 
good fit ahead of 
progressing to the due 
diligence stage.  

Term sheet
Once a good fit is 
agreed, the lender will 
issue a term sheet 
which sets out the 
basic conditions of the 
proposed transaction, 
and gives an overview 
of what to expect once
the due diligence 
process is finished. 
Negotiations typically
take place at this stage. 

Due diligence
The lender will delve 
into a company’s 
historical and projected 
financials, cap table, 
management team, 
and their customers
/clients. This process 
can take 2-6 weeks 
depending on the 
materials available 
and how quickly 
they are provided.

Legal documentation 
and confirmatory DD
Term sheets usually 
stipulate that the 
company pays a 
commitment deposit 
to the lender to cover 
legal fees. The 
documentation process
begins once this is 
received by the lender.
Final due diligence
checks are completed. 

Funding
Companies will
usually have a 
window of 6-12 
months to draw the 
facility and funding can 
be split into 2 or more
tranches. 

Ongoing partnership 
Finding a good fit with 
your provider is key as 
you’ll have an ongoing 
partnership for the next 
4-5 years!

Raising venture debt is typically 
faster than raising other traditional 
financing. The process usually takes 
just 4-5 weeks. 1 2 3
4
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Interest rate / 
interest-only period

This section will state the interest 
rate of the loan, this can be fixed 
or floating. In most cases, venture
debt loans will have monthly 
interest payments. 

Some lenders will offer companies 
an interest-only period for a set 
amount of months before the loan 
begins amortising. 

Commitment deposit

A commitment deposit is used to 
cover the legal fees for a given 
loan, and mitigates the risk to the 
lender of ringing up legal costs 
once a term sheet is signed, only 
for the company to not proceed
with the investment.  

Fees

A term sheet may stipulate the 
borrower pays an arrangement 
fee and an end of loan fee. The 
arrangement fee (also called a 
“transaction fee”) is payable upon 
execution of the loan agreement 
and is typically calculated as a 
percentage of the loan 
commitment.
 
The end of loan fee is payable at 
the end of each loan term and is
usually calculated as a 
percentage of the amount drawn.  

Loan commitment

This section will summarise the 
amount of funding that the lender 
and investee have agreed upon.

Drawdown period

Unlike equity, venture debt does 
not have to be drawn on close, 
and lenders will typically allow 
businesses to wait between signing 
and drawing funds if they wish to. 

This can be particularly helpful for 
companies looking for an 
operational cash buffer for 
insurance, or raising ahead of 
seeking M&A opportunities. 

Tranches 
Lenders may stipulate that the 
loan commitment is split into two 
or more tranches. These tranches 
can be available once the company
reaches critical milestones such as
reaching a certain revenue level
or closing an equity round.

Security

A secured loan helps mitigate 
the risk for lenders as the 
borrower provides security that 
the loan will be repaid. Security 
can be provided by pledging 
IP and assets as collateral for 
the loan. 

Venture debt lenders are 
typically “Senior Secured”, which 
means they are at the front of 
the line for repayment in the 
event of a company being 
wound down. However, exceptions
are made if lenders are willing to 
subordinate to another senior 
lender, such as a bank.

Warrants

Warrants grant lenders the right 
to buy shares typically aligned to 
the most recent round over a 
certain time period. This allows 
the lender to participate in the 
company’s future growth.
The term sheet will stipulate
the strike price (the pre-agreed 
price that the warrants can be 
exercised at), the warrant 
coverage, and the expiration 
date. 

Term sheets are a non-binding document that 
set out the basic conditions for a proposed 
transaction. You’ll be familiar with VC term 
sheets if you’ve raised an equity round before. 
For those new to venture debt term sheets, 
here is a quick guide! 

C O M M I T M E N T

D E P O S I T S  &  F E E S

C O M M I T M E N T

D E P O S I T S  &  F E E SS E C U R I T Y S E C U R I T Y

C O M M I T M E N T

D E P O S I T S  &  F E E S

Venture debt 
term sheets: 101

6



Atempo Growth:
an introduction
We launched our debut fund in January 2022. 
Since then, we’ve partnered with companies 
from across the Europe.

We are excited to begin working with other
companies from across the European tech
ecosystem as we continue to invest our 
debut fund.

About us

Founded in 2021, we support 
European ambition and innovation. 

We work with companies to support 
them from Series A to Pre-IPO 

and beyond, able to scale with
companies as they grow.

Geography

Based in London, we work with 
a pan European perspective. In 
2022 we deployed capital across the UK, 
France, Germany and Spain, and we 
look forward to expanding our portfolio
network as we continue to deploy our
debut fund. 

Sector

We’re sector-agnostic.
We work with innovative,

tech-enabled businesses led
by passionate and ambitious

management teams.

Team

Our managing team have over 
60 years of combined venture 
debt experience, and have worked
on over 150 high-growth 
technology companies from
across the European growth 
ecosystem.

Use of capital

We o�fer �lexible capital for a
range of use cases, including 
(but not limited to) runway
extension, funding for M&A
and SPV �inancing. 

Investment size

Our typical investment
range spans from 

€3M to €25M+.
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Pan-European
approach
During our first year, we welcomed the 
following companies to our portfolio, with 
others to be announced... 

Trucksters
Madrid, Spain

Ironhack
Barcelona, Spain

Lavanda
London, UK

Acin
London, UK

Lantum
London, UK

Rubi Brands
Istanbul, Turkey/ 

London, UK

Form3
London, UK

Lengoo
Berlin, Germany

Getsafe
Heidelberg, Germany

Youschool
Paris, France
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Shippeo
Paris, France



Luca Colciago
Co-Founder & Investor
luca@atempogrowth.com

Atempo Growth:
meet the team

With over 60 years of combined venture debt experience, our team have worked with 
over 150 high-growth technology companies spanning the last 20+ years. Our team is 
dedicated to supporting our portfolio companies at every stage of their growth. 

If you would like to discuss anything mentioned in this guide further, please don’t 
hesitate to get in touch with a member of our team, or email hello@atempogrowth.com.

Jack Diamond
Co-Founder & Investor
jack@atempogrowth.com

Rory MacMillan
Investor
rory@atempogrowth.com

Lauren Mahoney
Operations Manager
lauren@atempogrowth.com

Nick McCaul
Finance Director
nicholas@atempogrowth.com

Cian O’Driscoll
Investor
cian@atempogrowth.com

Modesta Rodriguez-Acosta
Investor
modesta@atempogrowth.com

Nicolas Christou
Investor
nicolas@atempogrowth.com

Matteo Avramov Giulivi
Co-Founder & Investor
matteo@atempogrowth.com

Shane Barry-Lyons
Investor
shane@atempogrowth.com

9



Atempo Growth is a trading name of Alma I Advisory Limited. Alma I Advisory Limited is an appointed 
representative of Langham Hall Fund Management LLP, an entity which is authorised and regulated 
by the Financial Conduct Authority of the UK.


