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Acquisition:  Acquisition is the process through which one company takes over the controlling 
interest of another company.  Acquisition includes obtaining supplies or services by contract or 
purchase order with appropriated or non-appropriated funds, for the use of Federal agencies 
through purchase or lease.  
 
Angel Investor:  Angel or Angel Investor is an individual who provides capital to one or more 
startup companies. Unlike a partner, the angel investor is rarely involved in management. Angel 
investors can usually add value through their contacts and expertise. 
 
Asset Based Lending:  Asset-based lending is any kind of lending secured by an asset. This 
means, if the loan is not repaid, the asset is taken. In this sense, a mortgage is an example of an 
asset-backed loan. The phrase is used more commonly to describe lending to business and large 
corporations using assets not normally used in other loans. Typically, these loans are tied to 
inventory, accounts receivable, machinery and equipment.  This type of lending is usually done 
when the normal routes of raising funds, such as the capital markets (selling bonds to investors) 
or normal unsecured or mortgage secured bank lending is not possible. This is usually because 
the company couldn’t raise capital in the normal marketplace or needs more immediate capital for 
project financing needs (e.g. inventory purchases, mergers, acquisitions, debt purchasing). It is 
usually accompanied by higher interest rates, and can be very lucrative for the parent company.  
 
Entrepreneur:  An entrepreneur is an owner or manager of a business enterprise who makes 
money through risk and initiative. 
 
Equipment Leasing:  Obtaining the use of machinery, vehicles or other equipment on a rental 
basis. This avoids the need to invest capital in equipment. Ownership rests in the hands of the 
financial institution or leasing company, while the business has the actual use of it.  
 
Factoring:  Factoring is a financial transaction whereby a business job sells its accounts 
receivable (i.e., invoices) to a third party (called a factor) at a discount. In "advance" factoring, the 
factor provides financing to the seller of the accounts in the form of a cash "advance," often 70-
85% of the purchase price of the accounts, with the balance of the purchase price being paid, net 
of the factor's discount fee (commission) and other charges, upon collection. In "maturity" 
factoring, the factor makes no advance on the purchased accounts; rather, the purchase price is 
paid on or about the average maturity date of the accounts being purchased in the batch. 
Factoring differs from a bank loan in several ways. The emphasis is on the value of the 
receivables (essentially a financial asset), whereas a bank focuses more on the value of the 
borrower's total assets, and often considers, in underwriting the loan, the value attributable to 
non-accounts collateral owned by the borrower also, such as inventory, equipment, and real 
property,[1][2] i.e., matters beyond the credit worthiness of the firm's accounts receivables and of 
the account debtors (obligors) thereon. Secondly, factoring is not a loan – it is the purchase of a 
financial asset (the receivable). Third, a nonrecourse factor assumes the "credit risk," that a 
purchased account will not collect due solely to the financial inability of account debtor to pay. In 
the United States, if the factor does not assume credit risk on the purchased accounts, in most 
cases a court will recharacterize the transaction as a secured loan. 
 
Initial Public Offering or IPO:  Initial Public Offering or IPO is the first sale of stock by a private 
company to the public. IPOs are often smaller, younger companies seeking capital to expand 
their business.  
 
Leveraged Buy-Out or LBO:  Leveraged Buy-out or LBO is an acquisition of a business using 
mostly debt and a small amount of equity. The debt is secured by the assets of the business. In 
LBO, the acquiring company uses its own assets as collateral for the loan in hopes that the future 
cash flows will cover the loan payments.  
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Management Buy-Out or MBO:  Management Buy-out or MBO is the term used for the funds 
provided to enable operating management to acquire a product line or business, which may be at 
any stage of development, from either a public or private company.  
 
Mezzanine Financing:  Mezzanine Financing is a late-stage venture capital, usually the final 
round of financing prior to an IPO. Mezzanine Financing is for a company expecting to go public 
usually within 6 to 12 months, usually so structured to be repaid from proceeds of a public 
offerings, or to establish floor price for public offer. 
 
Small Business Investment Companies or SBIC:  Small Business Investment Companies or 
SBIC are lending and investment firms that are licensed and regulated by the Small Business 
Administration. The licensing enables them to borrow from the federal government to supplement 
the private funds of their investors. SBICs prefer investments ranging from $100,000 to $250,000 
and have much more generous underwriting guidelines than a venture capital firm. 
 
Strategic Partnership:  A strategic partnership is a formal alliance between two commercial 
enterprises, usually formalized by one or more business contracts but falls short of forming a 
legal partnership or, agency, or corporate affiliate relationship.  Typically two companies form a 
strategic partnership when each possesses one or more business assets that will help the other, 
but that each respective other does not wish to develop internally. 
 
Trade Credit:  Trade credit is an arrangement between businesses to buy goods or services on 
account, that is, without making immediate cash payment. The supplier typically provides the 
customer with an agreement to bill them later, stipulating a fixed number of days or other date by 
which the customer should pay. It can be viewed as an essential element of capitalization in an 
operating business because it can reduce the capital investment required to operate the business 
if it is managed properly. Trade credit is the largest use of capital for a majority of business to 
business (B2B) sellers in the United States and is a critical source of capital for a majority of all 
businesses. 
 
Venture Capital:  Venture capital (VC) is financial capital provided to early-stage, high-potential, 
high risk, growth startup companies. The venture capital fund makes money by owning equity in 
the companies it invests in, which usually have a novel technology or business model in high 
technology industries, such as biotechnology, IT, software, etc. The typical venture capital 
investment occurs after the seed funding round as growth funding round (also referred to as 
Series A round) in the interest of generating a return through an eventual realization event, such 
as an IPO or trade sale of the company. Venture capital is a subset of private equity. Therefore, 
all venture capital is private equity, but not all private equity is venture capital. 
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