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Capitalization table example

A company's internal financial records can be overwhelming, especially when managing multiple stakeholders and transactions. To simplify the process, entrepreneurs use a cap table to track ownership stakes in their startup. Over 2 million professionals rely on Corporate Finance Institute (CFI) to learn accounting, financial analysis, and more. CFI
offers free resources for corporate finance and provides an exclusive look at its course modules. A cap table is essentially a spreadsheet that lists all the company's securities, including common shares, preferred shares, and warrants, along with their respective ownership percentages and values. This document helps investors understand their stake
in the company and how it may change over time due to dilution or other transactions. Cap tables become increasingly complex as a startup grows, incorporating various financial and legal documents such as stock issuances, transfers, and mergers. Managing these records accurately is crucial for executives to maintain transparency and comply with
regulatory requirements. Venture capitalists, entrepreneurs, and investment analysts use cap tables to analyze key events like ownership dilution, employee stock options, and new securities issuance. To create a cap table, companies often utilize spreadsheets or templates that outline the total number of shares issued, outstanding, and reserved for
future hires. The typical structure involves listing investors on one axis and security types on the other, with additional tables detailing shareholder information, stock options, and fully diluted shares. A well-organized cap table ensures accurate tracking of ownership stakes and transactions, facilitating informed decision-making among stakeholders.
Below is an example of a cap table from CFI's free Excel templates, which includes sections for valuation and ownership. The numbers in blue are pre-set assumptions that can be adjusted according to the company's specific needs. Companies need accurate cap table information. To start with valuation, include the current value of the business and
number of shares outstanding. Ownership requires listing how much each investor is contributing. A free Cap Table template can be downloaded from CFI to help complete this form. As funding rounds happen, the cap table needs updates. Changes such as new shares, stock options for employees, and shareholder transfers all require updates.
Waterfall analysis shows what share holders on the cap table get when liquidated. This is based on assumptions and shows how proceeds are distributed among shareholders. Cap tables show accounting ownership of individual shareholders which can be different from economic ownership. Companies use cap tables to raise funds by providing clarity
on ownership structure changes during previous financing rounds. New investors want to know their impact, while existing ones want their position in the liquidity rank. Cap tables also aid companies when hiring employees by showing payouts if the company sells or is liquidated. Transparency and organization help retain well-performing employees.
In addition, cap tables are a formal legal record of equity ownership used by tax authorities. Given article text here pay the required amount of taxes, or else you may end up paying more taxes than necessary and facing high penalties due to mistakes that could have been avoided. Additionally, if the company fails to update its cap tables regularly,
shareholders may dispute how proceeds from a sale are distributed, leading to potential lawsuits. Shareholder information: This includes names of shareholders who have bought shares, number of shares held by each shareholder, and stock options owned by them. Fully diluted shares show the total outstanding shares, while remaining options
indicate available shares to be optioned. The cap table lists founders first, followed by executives, employees, and investors such as angel investors or venture capitalists. A cap table example is provided below, divided into valuation and ownership sections. Hard-coded assumptions are in blue, while formulas are in black. To update the cap table with
each funding round, new shares must be issued, stock options adjusted for employees, or new shares of existing securities issued. An updated cap table helps entrepreneurs and venture capitalists make informed decisions based on current information, as it reflects any changes in stock ownership. US companies use cap tables to record stock
ownership, which must be continually updated to reflect equity ownership. Waterfall analysis shows the amount each shareholder would receive if the company is liquidated, relying on assumptions for actual percentage of proceeds distributed. The cap table indicates accounting ownership versus economic ownership, where accounting ownership
varies from economic ownership. Cap tables are used in fundraising by investors who want to understand how the company's ownership structure and changes in previous financing rounds affect them. They want to know their investment impact on other investors and avoid potential disputes over liquidity rank. 1. Company transparency about cap
tables is essential for retaining employees and motivating them to continue serving the company. 2. Companies that maintain organized cap tables have a higher chance of keeping their employees, even during financial distress. 3. Cap tables are used as a formal legal record of equity ownership in many countries, including the US, and tax authorities
rely on them to determine taxes owed. 4. An updated cap table helps eliminate disagreements over proceeds distribution when selling a company. Capitalization tables provide a simple yet organized document to display a firm's total ownership capitalization. This table is often viewed in conjunction with the shareholders' equity portion of the balance
sheet, detailing the equity capital structuring of the company. Each investor's equity capital stake is calculated by multiplying the share price by the number of shares owned, and their names are listed on the y-axis while security types appear on the x-axis. Holdings of each investor should be in a single row, with various listing options depending on
the targeted audience. Startups constantly update their cap tables to reflect changes in ownership, such as funding rounds, stock options issuance, option termination, and investor activities. Companies typically have few equity owners, including founders, friends and family, and angel investors. Accurate tracking of ownership is crucial as the
company grows and raises capital from various sources. A well-maintained cap table shows who owns how many shares or rights, the current market value, and the proportion of ownership as a percentage. While there are no U.S. regulations requiring private companies to disclose their cap tables, startups may choose to limit visibility and only share
with serious inquiries from potential investors. Whenever using licensed content, be sure to properly acknowledge its source by giving credit where it's due. Additionally, provide a link to the license and indicate if any modifications were made. You're free to do so in a reasonable manner that doesn't imply the licensor endorses your actions or use. If
you decide to remix, transform, or build upon the original material, make sure to distribute your contributions under the same license. Also, refrain from applying legal terms or technological measures that restrict others' freedoms, as permitted by the license. Keep in mind that certain public domain works and exceptions or limitations might exempt

you from complying with the license. Finally, note that no warranties are provided, and the license may not cover all necessary permissions for your intended use.



