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DEBT FUNDING 

ADVANTAGES
• Can be used to fund just about any kind ( or size) of business

DISADVANTAGES 
• Require guaranty ( inventory, equiment, real state, accounts 

receivable and insurance polices)

• Payments terms are agreed upon up front and are often difficult 
to change if the business does not perform well

• A loan has to be paid regardless of how well a business is doing

• Businesses that are strapped for cash will have to spend sizable 
portion of their revenue repaying the money borrowed from 
lenders  - ‘Debt requires repayment’



EQUITY FUNDING 

• Very common to fund mine exploration businesses and 
other business that belong to deeply cyclical industries, 
which don’t have steady cash flow to make regular loan 
payments.   

• Raising Capital by selling shares of a business to investors 

• Investors are entitled to a share of the business’s profit over 
time

• Most investors expect return on their investment within 
three to five years.

• Angel Investors ( $K) typically an individual - at the startup 
phase

• Venture Capitalists ($M) typically a venture capital firm not 
an individual) – first stage of growth 



EQUITY FUNDING  

ADVANTAGES

• Equity eliminates the two biggest disadvantages of 
debt funding : the constraint on available cash flow 
and the risk associated with personally 
guaranteeing a loan

• Another advantage is that the business owner 
don’t have to pay investors back right away and if 
the business ultimately fails, you won’t have 
anyone to repay.

• ‘Investors sink or swim alongside the business 
owners’



EQUITY FUNDING 

DISADVANTAGES 
• The biggest disadvantage of using equity to fund a 

business is that equity investors actually own a 
percentage of the business

• Loss of control can be a problem for business owners 
who also want to secure additional debt financing

• There is no control when an investor decides to exit a 
business  - A typical private equity partner requires an 
exist in five to seven years and will have enough control 
do force that exit event

• An Equity Partner can often be influential in the culture 
and operations of a company, which can have many 
implications ( positive or negative) on a business 



Required Rate of Return for Different Business Stages

Start-up Pilot Project Roll Out Expansion
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EQUITY FUNDING 

• The liquidity of the investment is another point of 
pressure. If a company is privately held, selling stock in 
that company may be more difficult than selling the 
shares of a publicly traded entity: buyers have to be 
privately found; 

• Establishing the value of the stock requires audits of 
the company. When a company has grown substantially 
and thus its stock has appreciated, pressures tend to 
build to "take it public" in order to let investors cash 
out if they wish. 

• But if the company pays very high dividends, such 
pressures may be less—the investors hesitant to 
"dilute" the stock by selling more of it and thus getting 
a smaller share of the profit.



Venture Capital Exit Routes and Realized 
Gains
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SOURCES OF PRIVATE EQUITY  IN  BUSINESS DEVELOPMENT



1. A well-balanced management team with a sound track record

2. A firm with a unique concept that meets an unmet consumer need

3. A target market and proven niche product with great growth potential

4. Sustainable competitive advantage

5. Very healthy but realistic, financial projections

6. A firm that is usually developed and looking for expansion funds 

7.Preferably a high-tech firm, but also firms in other sectors

8.Detailed financial statements (preferably with milestone charts)

9.Sound equity stake in exchange for funds

10. Potential exit routes identifiable at the time of investment

10 Investment Evaluation Criteria
What Venture Capital Firms Look for In a Business Plan



10 Most Important Investment Criteria

710Expected rate of return

89Track record of the entrepreneur

107Quality of product

95Investor liked entrepreneur (s) upon meeting

48Perceived financial rewards

66Growth potential of the market

53Sales potential of the product

24Expertise of the entrepreneur(s)

31Enthusiasm of the entrepreneur(s)

12Trustworthiness of the entrepreneur(s)

Ranking 

by VCs

Ranking 

by Angels

Criteria
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EXPLORATION 

50-500K •500K to 3M 

common 

shares

0.5-1.5M 0.5-2.5%NSR

•Drill Ready 

Targets

•Staged over 

1-3 years

•Incremental 

payments 

from year 1 

to year3

•Staged 

over 1-3 

years 

period

•Escrow 

conditions 

•Over 1-

3 year 
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•$1-3 M buyout 
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•Back-in rights 
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(30-50%)
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converted to 

NSR

Property Option Agreements Framework

Based on the analyze of 50 deals closed in Brazil during the period 2000-2007



BRAZILIAN CAPITAL MARKET

• HAS ITS OWN CHARACTERISTICS

• WE NEED TO WORK WITH THESE SPECIFIC 
CHARACTERISTICS 

• NO TRADITION TO INVEST IN MINING 

• STOCK EXCHANGE DOES NOT OFFER AN 
ENVIRONMENT FOR  EXPLORATION & MINING 
EQUITY FUNDING 

• COMPARED TO CANADA – TSX-V ( >1000 
companies) IBOVESPA ( 4 companies – Vale, MMX 
and two other)



INVESTMENT FUNDS – PER ASSET 
CLASS  ( 2002-2015)

Government & Corporate bonds

Stocks

Retirement Funds

Diversified Funds 
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CVM – IPO’s & FOLLOW-ON’s
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FOREING  INVESTIMENT 
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INVESTIDOR ESTRANGEIRO - CARTEIRA (PORTIFÓLIO)

AÇÕES RENDA FIXA VALOR INVESTIMENTO US$ BILHÕES


