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In terms of investment



a glossary of private equity terms



www.minterellison.com



Minter Ellison Glossary of private equity terms



A glossary of investment terms commonly used in Australian private equity, venture capital and merger & acquisition transactions Preface



About the Minter Ellison Private Equity team



Private equity is the industry that specialises in making equity investments in private businesses, attempting to grow those businesses before realising a return on their investment. The industry is comprised of institutional investors, such as banks, superannuation funds and other investment funds.



Our private equity team is an integral part of our overall Corporate and Finance practices. Minter Ellison is an integrated national firm, and our practice groups are organised and function on a national basis.



Venture capital is very similar to private equity, except that venture capitalists generally target businesses which are at a much earlier stage in their lifecycle, often with an unproven and/or undeveloped product or business model. The private equity and venture capital industry is a rapidly growing source of investment funds for Australian enterprises. Venture capitalists and private equity investors are increasingly funding the growth of new and emerging businesses. These investors oversee the exit of entrepreneurs, retiring owners, and the de-listing of under-performing publicly listed companies in ‘public to private’ takeovers. This glossary of terms allows the layperson to decipher much of the jargon used by private equity and venture capital investors and their advisers. It also considers some terms more generally used in capitalraising transactions and mergers & acquisitions.
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Our private equity team is recognised as a pre-eminent legal adviser in this area and acts for some of the leading private equity players in Australia. Our team comprises lawyers with expertise providing advice on:



• • • • • • • 



MBOs, MBIs and LBOs public to privates secondary buyouts expansion capital establishment of new funds tax structuring advice exits through IPO or trade sale. Our team has a thorough understanding of the mandates and objectives of private equity fund managers and, as a result, we deliver focused and commercially realistic advice. We always integrate our clients’ key business drivers with our legal mandate, enabling us to focus on identifying the areas of legal risk most likely to impact on valuations and pricing.
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Private equity contacts Martin Bennett Partner Head of Private Equity Sydney



David Eterovic Partner Finance Melbourne



T +61 2 9921 4940 F +61 2 9921 8044



T +61 3 9608 2420 F +61 3 8608 1000



Callen O’Brien Partner Private Equity Sydney



Gary Goldman Partner Private Equity Brisbane



T +61 2 9921 4730 F +61 2 9921 8145



T +61 7 3119 6268 F +61 7 3119 1268



John Mosley Partner Finance Sydney



Gerry Cawson Partner Head of M&A and Private Equity (SA/NT)



T +61 2 9921 8386 F +61 2 9921 8386



T +61 8 8233 5540 F +61 8 8233 5556



Stewart Robertson Partner Finance Sydney



Lachlan Drew Partner Private Equity Adelaide



T +61 2 9921 4926 F +61 2 9921 8081



T +61 8 8233 5451 F +61 8 8233 5556



Marcus Best Partner Private Equity Melbourne



Dan Marks Partner Private Equity Adelaide



T +61 3 8608 2946 F +61 3 8608 1089



T +61 8 8233 5453 F +61 8 8233 5556



Louisa McClurg Partner Private Equity Adelaide T +61 8 8233 5509 F +61 8 8233 5556 email [email protected]



Disclaimer The contents of this glossary of terms is provided for information purposes only. It is not intended to be definitive, nor is it to be relied on by any person as providing legal advice. Any person wishing make a decision in relation to matters contemplated by this document should consider obtaining their own legal advice.
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A



A Round A capital raising undertaken by a company



A condition to funding that if not satisfied will give



A



rise to a change in the terms of funding.



B



Administrator



C



A person appointed voluntarily by the directors of a



D



previously owned by founders and/or angel investors



company or by a regulator or court to run the affairs



involving an investment from a professional or



of a company in place of the directors in the event



E



institutional investor for the first time.



of that company’s financial or operation distress. See



F



AASB



also ‘Liquidator’ and ‘Receiver’.



Abbreviation for the Australian ‘Accounting Standards Board’.



ABN Abbreviation for ‘Australian Business Number’, the unique identifier given to Australian businesses for



AFSL Abbreviation for ‘Australian Financial Services



G H



Licence’. See ‘Annual General Meeting’.



I



AGM



J



Abbreviation for ‘Annual General Meeting’. See



the purpose of their tax affairs.



definition below.



Abnormal Items



Allocation



Revenues and expenses that are deemed to be



The number of securities assigned to an applicant



K L M



abnormal as a result of their size and impact on the



in a contested fund raising.



company’s financial performance during a particular



N



Allotment



O



accounting period. Examples include the impact of currency rate fluctuations, major asset acquisitions and major write-offs of bad debts.



ACN Abbreviation for ‘Australian Company Number’, the unique identifier given to each Australian company upon incorporation.



ACCC



The process of a company issuing shares to a shareholder.



P



Alternative Assets



Q



Classes of assets which are regarded as not traditional (such as shares and property). Alternative assets may include investments in private equity, speaking carry higher risks, but which may yield



U



and Consumer Commission’, the regulator with



Amortisation



Accrued Interest The interest payable, but not yet paid, on a security, usually a preferred security.



Acquisition The purchase of some or all of the shares in, or business assets of a company.



S T



higher returns.



policing anti-competitive behaviour.



R



venture capital and hedge funds which, generally



Abbreviation for the ‘Australian Competition responsibility for setting competition policy and
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Adjustment Condition



V



An accounting term describing the process of



W



gradually writing-down an asset’s book value or



X



paying-down a debt in regular instalments.



Angel A high-net-worth individual who makes investments in entrepreneurial companies using their own capital, rather than that of an institution or fund. Angel investors usually invest at an early stage



Y Z
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of a company’s life cycle, such as the seed or early



Assign



A



expansion stage.



To transfer legal rights and/or obligations such as



Angel Groups



those that arise under a contract, at law, in relation to



B



a debt and/or in relation to an asset. The law, and the



C



Syndicates, conglomerates or networks of angel investors with a common interest in a particular sector who pool their capital to make collective investments in entrepreneurial companies.



Annual General Meeting The yearly meeting between a company’s directors and shareholders convened for the purpose of



terms of many contracts, limit the circumstances in



D



which rights and obligations can be assigned.



E



ASX



F



Abbreviation for ‘Australian Stock Exchange’.



Australian Financial Services Licence



G



A licence issued by ASIC under the Corporations



H



reporting to the shareholders and/or passing



Act 2001 permitting a person to undertake a



resolutions, including for the appointment and



financial services business. The nature of a business



I



removal of directors. There is no requirement for a



that a licence holder may undertake will depend on



proprietary company to convene an annual general



the particular authorisations of the licence that is



J



meeting. See further ‘General Meeting’.



granted.



K



Anti-Dilution Provisions



Automatic Conversion



L



Provisions usually contained in a company’s



The automatic conversion of securities, such as



constitution or shareholders agreement, that prevent



preference shares, into ordinary shares at an agreed



a company from issuing additional shares in a way



proportional rate, on the occurrence of an agreed



that would dilute the shareholding of one or more



event, often immediately prior to an IPO of the



shareholders. These rights are often known as ‘Pre-



company’s shares.



Emptive Rights’ or ‘Rights of First Refusal’.



AVCAL



Articles of Association See ‘Constitution’.



ASIC The Australian Investments and Securities Commission, which regulates aspects corporate law in accordance with the Corporations Act 2001 (Cth).



Asset-Backed Loan A loan to an enterprise, usually from a commercial bank, with some form of property used to secure the loan. Often that property is the company’s own or belongs to the company’s directors or shareholders personally.



Asset Sale Where a company sells some or all of the assets



M N O P Q



Abbreviation for the ‘Australian Venture Capital Association Limited’.



R



Average IRR



S



The mean internal rate of return on an investor’s



T



invested capital over a given period of time.



U



B



V W X



B Round



Y



A further capital raising undertaken by a company



Z



following an “A” Round whereby a company seeks additional funds from either an existing or new professional or institutional investor. Such a fund



used to carry on its business, as opposed to the



raising is often on terms different to the “A” Round.



shareholders of the company selling their shares in



Later rounds are often called “C”, “D”, and so on.



the company itself.
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Backdoor Takeover See ‘Reverse Takeover’.



Bankruptcy A declaration by the Federal Court to appoint a receiver to liquidate all of an individual’s assets and distribute the proceeds to the individual’s creditors. (NB: bankruptcy applies to an individual, whereas the analogous status for a company is receivership or liquidation.)



Barrier Options There are two types of barrier options, ‘Knock In’ and ‘Knock Out’. Refer to those definitions below.



Bear Someone who believes that the stock market will decline in value. A bear is the opposite of a ‘Bull’.



Bidder Statement A statement that must be prepared by a prospective purchaser wishing to make a takeover bid for a company with more than 50 shareholders.



BIMBO Abbreviation for ‘Buy-In Management Buyout’. See definition below.



Board The short hand term to describe a company’s directors when they act as a group.



Bolt-On Acquisition An acquisition by a company backed by private



means of a bonus issue) the number of securities held



B



new investor B at a price lower than that originally



C



paid by investor A. A broad-based ratchet takes into account all securities in the denominator of the formula for determining the new weighted average price in the company, on a fully diluted basis, including all convertible securities, warrants and



H



Someone who believes that the stock market will increase in value. Opposite of a ‘Bear’.



Burn Rate or Burn The rate at which a company spends working



J K L



Business Sale



M



Where a company sells the whole of the assets used to carry on its enterprise, as opposed to the shareholders of the company selling their shares in the company itself.



Buy-Back The acquisition by a company from its shareholders



N O P Q



of the shares they hold in the company. Once



R



transferred to the company, the shares are cancelled.



S



Because buy-back’s have the effect of reducing a company’s capital, they may only be carried out



T



in limited circumstances in accordance with the



U



Buy-In Management Buyout



V W



A form of a buyout incorporating characteristics



X



of a management buyout as well as a management



Y



buy-in, whereby members of a company’s existing



funding the company’s activities until an upcoming



management team undertake a buyout of the



capital raising is completed.



company alongside new managers.



an investor’s shareholding from being diluted. A



I



capital over a given period of time



operating in the same industry as the company. See



A contractual mechanism designed to prevent



F



Bull



creditors and other shareholders are not prejudiced.



Broad-Based Weighted Average Ratchet



E G



company acquires another entity or business



Finance raised by a company for the purpose of



D



options.



Corporations Act 2001 to ensure that the interests of



Bridge financing



A



by investor A due to the issue of new securities to



equity or venture capital investors where that



also ‘Consolidation’.
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weighted average ratchet adjusts upwards (often by



Z
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C



Call Option A contractual right to buy securities from another shareholder, exercisable at the discretion



Capitalisation Table



A



A table setting out all of the securities on issue in a company and the amounts raised by the company on



B



their issue.



C



Capitalise



D



To carry forward an expense and record it as an



of the purchaser, for a pre-agreed price (or a price



asset to be offset against future liabilities.



E



calculable by reference to a pre-agreed formula)



Captive Funds



F



triggered by the occurrence of a particular event and/ or the passage of a period of time.



Cap and Collar A contractual incentive mechanism whereby a shareholder is vested with additional equity entitlements if the company achieves an agreed level of performance, and is penalised with a forced transfer of some of the shareholder’s shares if the company fails to meet an agreed level of performance.



Capital (or Assets) Under Management The amount of capital available for the manager of



An investment fund owned by a larger financial institution (such as a bank) and which generally does



H



not have external investors.



I



Carried Interest



J



The portion of any profits realised by an investment fund that the manager of the fund (or in the case



K



of a venture capital limited partnership, the general partner) is entitled to share in, generally without



L



having to contribute capital to the fund. Typically,



M



carried interest is only paid after the investors in the



N



fund have received an agreed level of returns. The



O



carried interest is effectively a performance fee for the



an investment fund to make investments.



managers of a fund. See ‘Hurdle Rate’.



Capital Call



Cash Position



Where the manager of an investment fund



G



P Q



The amount of cash that a company can access at a



calls upon the investors in an investment fund to



given point in time.



R



advance capital in accordance with their pre-existing



Cashflow



S



commitments in order to enable the manager to complete an investment in a target company. Also called a ‘draw-down’.



Capital Gains The amount of an increase in the value of an asset (including a security) between when the assets were acquired and when disposed of.



Capital Gains Tax The tax payable in respect of a Capital Gain.



Capital Growth



The amount of cash received by a company during



T



a given period of time.



U



CatchUp



V



The effect where one person or group can effectively participate exclusively in proceeds (to



W



the exclusions of others that have already received a



X



return) until the participating parties have received the same amount as the excluded parties.



Y



CGT



Z



Abbreviation for ‘Capital Gains Tax’.



Increase in the market value of an investment, as opposed to the income derived from the investment by way of dividends.
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Chairperson The director appointed by the shareholders and/or the other directors to lead board meetings.



Clawback In the context of a partnership agreement or



or loss.



Consolidation



A B



The process of a company acquiring or merging



C



with other businesses in the same or complimentary



D



management agreement in respect of an investment



fields with the intent of exploiting economies of scale



fund, the general partner’s obligation to repay any



and/or increasing market share to ultimately grow



E



distributions in excess of a specified percentage (e.g.,



the value of the principal company.



F



20%) of the fund’s cumulative profits.



Constitution



G



Closed-End Fund A type of investment fund that has a fixed life such



The charter of rules which govern the conduct of the business and corporate affairs of a company.



H



that the assets of the fund must be liquidated and



A constitution has effect as a contract between the



I



proceeds distributed to investors after a fixed period



company and each shareholder, the company and



of time.



each director and secretary and as between each



J



Co-Investment



member. In the absence of a formal constitution the



K



‘Replaceable Rules’ under the Corporations Act 2001



L



An investment by an individual or other professional investor alongside a lead investor.



Collateral Property pledged by a borrower as security for a debt.



Committed Capital The specified amount of capital that an investor is obliged to provide, on demand, to a fund manager for the purpose of carrying out investments in accordance with fund documents.



Company Buy-Back See ‘Buy-Back’.



Company Register The records that a company is required by the Corporations Act 2001 to maintain in relation to the details of its shareholders and officeholders, charges and options.



Condition Precedent An even that must occur or an obligation that must be fulfilled before a contract will become effective.



Consideration The price paid for the promises under a contract. Consideration can take many forms, including cash,
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property, right or some other forbearance, detriment



will apply.



Contingent Liability A liability or obligation which may arise at some future point in time, subject to certain occurrences. Contingent liabilities are not generally accounted for in a company’s financial statements. Rather, they



M N O P



are usually noted in the notes accompanying the



Q



accounts.



R



Contract



S



A legally enforceable agreement between two or more legal entities, such as individuals or companies.



T



Conversion Price



U



The price used to calculate the number of shares into which convertible securities should convert into.



Conversion Ratio The number of shares that a convertible security may be converted into. It is normally calculated by reference to the total capital invested and the conversion price.



Conversion Rights The right of a shareholder to convert securities held by the shareholder into another class of shares (generally ordinary shares), often at any time after the



V W X Y Z
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investment, but sometimes only upon the occurrence



more than 50 shareholders to make incremental



of a particular event, such as an IPO.



increases in its shareholding of up to 3% of the



Convertible Security



company’s voting shares in a given six month period.



B



Cumulative Preferred Shares



C



A type of Security which is exchangeable for another form of security in a company (usually



A



A security which confers its holders with rights to



D



shares) in certain circumstances. Convertible



be paid dividends ahead of holders of ordinary shares



Securities often carry rights which are preferential



and requires any unpaid dividends to accumulate as



E



to those of ordinary shareholders in respect of



an outstanding right.



F



dividends and capital distributions. In some



Custodian



G



circumstances, depending on the rights attaching to those securities, convertible securities will be treated as debt, rather than equity, for taxation purposes.



Conveyance The transfer of legal title to property.



Corporate Fund A fund established by a company (as opposed to a trust, partnership or other investment vehicle) for the purpose of making investments in other businesses.



Corporate Governance A broad term used to describe the management of a company’s corporate affairs.



Corporation Another name for a company.



Coupon The periodic interest payable by a company to the



An organisation that holds assets, cash or securities



A contractual promise made by one party to another to do, or refrain from doing, a particular action.



Creep Provisions An exemption under the takeover rules in the Corporations Act permitting a shareholder who holds 20% or more of the shares in a company with



L M



‘Due Diligence’ below.



N



Deal Flow



O



The rate at which an investment fund is presented with potential investments for consideration.



P



Deal Structure



Q



The framework within which an investment is



R



undertaken, including issues such as the number



S



of shares to be issued to an investor, the share price to those shares, mechanisms to incentivise the



Covenant



K



Abbreviation for ‘Due Diligence’. See definition of



Coupon Rate



issue price of the security.



J



DD



at which they are to be issued, the rights attaching



expressed as a percentage rate of the face value or



I



D



holder of a security (usually a debt instrument). The annual value of a security’s coupon payment,



H



in safekeeping on behalf of another person.



T U



performance of management as well as other terms and conditions to be imposed under shareholders



V



agreements and other contracts.



W



Debenture



X



A type of security backed by the general credit of its issuer, rather than by specific security.



Y



Depreciation



Z



An accounting practice whereby the reduction in value of an asset over time is recognised by writing down the book value of that asset over the course of its life.
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Derivatives A type of financial product that derive their value



Distributions to Paid-In Capital The ratio of capital that an investment fund has



from other underlying or connected securities.



returned to its beneficiaries relative to the total



B



Examples include options and futures.



Committed Capital of the fund.



C



Dilution



Divestment



D



A reduction in the proportional shareholding of a



The sale of an investment by an investor. See also



given shareholder in a company as a result of an issue



‘Exit’.



E



of further securities.



Dividend



F



Dilution Protection See ‘Anti-Dilution Provisions’.



Director A person appointed by the shareholders of the company (or the other directors of the company, if the company’s constitution so provides) to be responsible for a company’s management and



The amount of a company’s profits which the directors of the company have resolved to pay to shareholders, proportionate to their shareholdings



G H



and subject to any preferred rights of participation



I



attaching to their shares.



J



Down Round A round of capital raising where securities are



K



operations. See also ‘Board’, ‘Executive Director’ and



issued at a lower price than an existing shareholder



L



‘Non-Executive Director’.



paid for its shares. This has the effect of diluting the



M



Disclosure Letter



economic interest of the existing shareholder.



A letter from a person giving warranties (see definition of ‘’Warranty’ below) disclosing certain facts and circumstances which are inconsistent with the warranties. Warrantors are generally exonerated for liability in relation to matters disclosed in a disclosure letter, provided the relevant disclosure was made fully and fairly.



Distressed Debt Strategy The strategy of taking over the debt of an insolvent or near insolvent company at a discounted rate before then converting that debt into equity and taking control of the company with a view to improving its financial performance.



Distribution 1. In the context of an investment fund, a payment of the profits of the fund from realised investments to the partners or beneficiaries of the fund. 2. In the context of a company, the payment of dividends or capital to the shareholders of the company.



Downside The depreciation in the value of an investment.



Downside Protection A defensive action, such as a protective contractual covenant, granted to an investor at the time of making an investment to limit the adverse impact of



N O P Q R



an unforseen underperformance of an investment.



S



DPI



T



See ‘Distribution to Paid in Capital.’



Drag Along Rights A contractual right (usually contained in a



U V



company’s constitution or shareholders agreement)



W



for a shareholder, where that shareholder accepts an



X



offer from a third party offeror for the shares held by the holder, to compel other shareholders to sell their



Y



shares to the third party on equivalent terms.



Z



Draw Down See ‘Capital Call’.



Due Diligence An investigative process undertaken by a
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prospective investor into various aspects of a company’s affairs, including its commercial



Equity



A



An ownership interest in a company, usually



operations, financial position, historical and forecast



represented by shares or other forms of Security.



B



financial performance and legal affairs, with a view



Equity Kicker



C



to determining whether or not to proceed with an investment.



E



Early Stage Investment



A right for a shareholder to acquire shares at a



D



discount rate in specified circumstances. An equity kicker is often given by a company to the providers



E



of mezzanine (see definition of ‘Mezzanine Finance’



F



below) debt funding.



G



Equity Risk



H



The risk that the value of a security in a company



An investment in a company which generally has



will fluctuate (both upwards and downwards) over



I



a proven concept or product, but which has yielded



time in line with the value of the enterprise of that



little or no revenue.



company.



J



Earn Out



Escrow



An agreement between a vendor and a purchaser/



Escrow requirements arise in two main ways:



portion of the shares/assets acquired subject to the



(a) Where shares or assets are being sold, part of the



future performance of the company.



purchase price is often held in escrow against



Earnings Multiple



potential future warranty and indemnity claims;



earnings (usually EBIT or EBITDA) to calculate the value of the company.



EBIT A company’s earnings before interest and tax.



EBITDA A company’s earnings before interest, tax,



P Q



provides some surety to the market of the value



R



of the company and controls the volume of shares



S



traded on the relevant market so as to avoid



T



downward pressure on the share price. The length of escrow and the numbers of shares to which the of the ASX Listing Rules.



the company’s employees with the ability to acquire



O



trade their shares for a period of time. This



EGM



A scheme established by a company to provide



N



may be required to suspend their ability to freely



escrow provisions apply will depend on the terms



Employee Share Option Plan



M



(b) In the context of an IPO, certain shareholders



depreciation and amortisation are accounted for. Abbreviation for ‘Extraordinary General Meeting’.



L



To hold on trust until a condition is fulfilled.



investor to make the purchase price in respect of a



The multiple applied to a company’s annual



K



U V W



ESOP Abbreviation for ‘Employee Share Option Plan’.



X



Executive Director



Y



A director who is involved in the day-to-day



shares in the company as part of their remuneration



operations of a company and is generally employed



package, usually subject to some agreed performance



by the company. Compare ‘Non-Executive Director’.



criteria.



Exercise Price



Z



The price payable for a security following the
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exercise of an option to acquire that security. Also



the payment or reimbursement by the company



known as the ‘Strike Price’ (see definition below).



of a shareholders’ legal fees in connection with an



Exit Strategy



acquisition of shares and the giving of security by the



B



company, such as a charge over the company’s assets,



C



The strategy of an investor to divest its shareholding in order to realise the value of its investment. See ‘Exits’ further below.



Exits Also known as ‘Divestments’ or ‘Realisations’. The means by which an investor realises a return on its investment. Different types of exit include a sale of the shares or assets of the company to a third party purchaser (including a trade buyer or another



acquisition of shares in the company.



Financial Product A facility through which, or through the acquisition of which, a person makes a financial investment, manages financial risk or makes non-



D E



F G



cash payments.



H



First Close



I



investment fund), undertaking an IPO or selling the



The initial closing of an investment fund (i.e.



company back to the management team or founders.



the point at which the fund will issue interests to



Expansion Funding



investors). This is contrasted with Final Close (the



K



point at which the fund ceases taking subscriptions



L



An investment into an established company with an established product and a proven track record of revenues for the purpose of funding an expansion in the company’s business (for example by rolling out



from investors).



First Fund The initial investment fund raised by a venture



J



M N



a new product or expanding the business into a new



capital or private equity house.



O



sector).



First Refusal Rights



P



Extraordinary General Meeting A ‘General Meeting’ other than an ‘Annual General Meeting’.



F



Final Close The point at which a fundraising is closed to new subscriptions. See ‘First Close’ below.



Financial Assistance Where a company financially assists a shareholder to acquire shares in that company or a holding company of that company. Under the Corporations Act 2001, a company may only give financial assistance in very limited circumstances. The term has been interpreted very broadly and includes



12



to secure borrowings by a shareholder to fund its



A



A right of a shareholder (usually contained in a company’s constitution of Shareholders Agreement)



Q



to be offered securities before they are offered to



R



third parties. Also known as ‘Pre-Emptive rights’ (see



S



definition below).



First Stage See “A” Round and ‘Early Stage Investment’.



Flotation The process of listing a company’s securities on a public stock market, such as the ASX, following an IPO.



Follow-On Fund An investment fund which is raised after the first fund established by the venture capital or private equity house has begun making investments.



Follow-on Funding Additional rounds of funding provided to a



T U V W X Y Z
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company by an investment fund which is already a shareholder of the company.



Forced Buyback An obligation on a company to undertake a buy-back or redemption of securities issued to an investor, often in circumstances where performance targets haven’t been met.



Full Ratchet Anti-Dilution A provision that protects an investor against dilution on the issue of a security by a company at a price less than that which was paid by the investor. The provision looks to adjust the shareholding of the investor by reference only to the lower price paid for a security in the new issue but takes no account of the number of securities issued at that price relative to the price per security paid by the investor. A full ratchet anti-dilution has a more onerous effect than a weighted average anti-dilution mechanism.



Fully Paid Share A share which has been paid for in full.



Fund See ‘Investment Fund’.



Fund Age The length of time that has elapsed since the Fund was initially closed to the present time.



Fund Focus (investment stage) The industry in which a given Investment Fund primarily makes investments.



Fund Manager The person or firm engaged by an Investment Fund to carry out the operational aspects of executing, managing and divesting an Investment Funds’ investments.



Fund of Funds An Investment Fund that invests primarily in other venture capital and/or private equity funds, as opposed to private enterprises.



Fund Size



A



The aggregate amount of capital available to an



B



Investment Fund to invest.



C



G



D E F



Gatekeeper



G



The individual or organisations that advise the major institutional investors (such as superannuation



H



funds) where to invest and therefore indirectly



I



control the flow of capital into venture capital and private equity investment funds.



J



Gearing, Debt / Equity Ratio or Leverage



K



The total debt of a company expressed as a



L



percentage of it’s shareholder equity.



M



General Meeting



N



A meeting between a company’s directors and shareholders convened for the purpose of reporting



O



to the shareholders and/or passing resolutions, including for the appointment and removal of



P



directors. See also ‘Annual General Meeting’.



Q



Greenmail



R



The acquisition of a strategic number of shares in



S



a company in the hope of forcing the acquisition by



T



the company (or persons friendly to the company) of those shares at a price significantly above market



U



value.



V



H



W X Y



Harvest



Z



Realising the value of an investment. See also, ‘Exit’.



Heads of Agreement See ‘Term Sheet’.
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Holding Company Under the Corporations Act, a company that holds more than 50% of another company’s issued share capital, has an ability to cast or control the casting of more than 50% of another company’s voting rights and/or has an ability to appoint and remove more than one half of the directors of the other company. Also called a parent company.



Holding period The period of time for which an Investment Fund holds an investment (i.e. the time between Acquisition and Exit).



Hurdle Rate In relation to an Investment Fund, the internal rate of return (or IRR) that the fund must achieve before the general partner or manager of the fund begin to participate in the profits of the Investment Fund.



Hurt Money The money that a venture capital or private equity investor may require founders or managers to invest alongside the investor in order to more closely align their interests against downside risks in the investment.



I



In the Money Option A call option with an exercise price lower than the current market price of the underlying asset, or a put option with an exercise price higher than the current market price of the underlying asset.



Inception In relation to an investment Fund, the time at which the fund commences.



Incorporated Joint Venture A ‘Join Venture’ (see definition below) which is carried out by a corporate vehicle (such as a
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company) in which the joint venture parties hold shares.



Incorporation The process by which a company is established.



Indemnity A legal agreement to pay the costs, loss and damages of another party in certain circumstances.



Initial Public Offering (IPO) The offering of a company’s securities to the public at large for the first time. Companies must comply with quite stringent disclosure requirements when undertaking an IPO. An IPO is a common form of



A B C D E F G H



I



exit for venture capital and private equity investors.



J



Insider Trading



K



The illegal practice of buying or selling shares in a public company on the basis of ‘inside’ information



L



that is not public.



M



Insolvent



N



Where a company is unable to pay its debts as and when they fall due.



Interim Dividend A Dividend paid part-way through a financial



O P Q



period, rather than at the end.



R



Institutional Investors



S



Investment Funds which are owned, operated, controlled or affiliated with a financial institution,



T



such as a bank, superannuation fund, insurance



U



company or other investment organisations.



Internal Rate of Return (IRR) A measure of growth used by investors in respect



V W



of a particular investment. An IRR is a discount rate,



X



expressed as an annual percentage rate, which when



Y



applied to the amounts paid over time by (1) an investor as investments into a company and (2) by a company as returns to an investor in relation to that investment, results in a net present value of zero at the date of calculation.



Z
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Investment Adviser See ‘Fund Manager’.



Investment Fund A pool of capital raised or set aside by a venture capital or private equity investor for the purpose of



J



C



A project undertaken by two or more parties with a view to achieving a common objective.



be raised and held via a number of vehicles, including



JV



contractual promises to pay.



B



Joint Venture



effecting investments in enterprises. The capital can trusts, limited partnerships, companies or mere



A



D E F



Abbreviation for ‘Joint Venture’ (see definition above).



G



Investment Management Agreement (IMA) An agreement between an Investment Fund and a Fund Manager setting out the roles and responsibilities of the parties in respect of the management of the investment portfolio.



Investment Philosophy The broad strategy developed by an investor in respect of which it has raised an Investment Fund.



Investors 1. In relation to an Investment Fund, the individuals and institutions who have acquired a proprietary interest in the Investment Fund. 2. In relation to an enterprise, the venture capital or private equity investor which has invested in the enterprise.



Involuntary Exit Where a company is compelled to undertake an Exit at the direction of an investor, usually as a result



H



K



I



J K



Knock-In Option A put option or a call option that does not vest



L



until the underlying security has attained a certain



M



price. A knock-in option is called an ‘up and in’ where the right vests upon the security rising to a



N



certain price and a ‘down and in’ where the right



O



vests upon the security falling to a certain price.



P



L



Q R S



Later Stage Investment



T



An investment in a company which has an



of poor performance or after the effluxion of a certain



established product with proven revenue stream.



U



period of time.



LBO



V



IPO See ‘Initial Public Offering’.



IRR See ‘Internal Rate of Return’.



Issue Price The price paid by a shareholder for a security on its first issue by a company.



ITAA Abbreviation for ‘Income Tax Assessment Act’.



Abbreviation for ‘Leveraged Buyout’. See definition



W



below.



X



Lead Investor The main investor in a group of investors making



Y



an investment. The lead investor will generally be the



Z



most active in arranging, financing and completing the investment project.



Letter of Comfort A letter from a debtor to a creditor reassuring the
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debtor that the debtor can meet certain obligations and liabilities, usually expressed in a way that does



Listing Rules The set of rules and protocols stipulated by



not create legally binding obligations.



the Australian Stock Exchange setting out the



B



Leveraged Buyout (LBO)



requirements that a company must comply with



C



The acquisition of a company or a business funded by a combination of significant levels of debt to a small proportion of equity.



Limited Appearing at the end of the name of a public or proprietary company, indicating that the company is limited by shares, meaning that the liability of the shareholders is limited to the amount paid for their shares (or the amount which remains outstanding if the shares are ‘Partly Paid’ shares).



Limited Partnership (LP) A form of incorporated partnership whereby the liability of one or more partners (i.e. the ‘limited partner/s’) is limited to a fixed amount and the liability of the ‘general partner’ is unlimited. The limited partnership is a popular legal structure amongst venture capital and private equity investors. See also ‘Venture Capital Limited Partnership’.



Liquidation The sale of assets by a company to satisfy debts of



in order to obtain a listing of its shares and remain listed.



Loan Capital Funds advanced to a company pursuant to a security, such as a convertible or redeemable note or a bond, which constitute debt (as opposed to



shareholders in accordance with the rights attaching to their shares.



Liquidation Preference A preferential right given to the holder of a preference security to participate in a distribution of proceeds in a Liquidation or other Exit Event ahead of other classes of shareholders.



Liquidator A person appointed by a court or the company’s members to liquidate the assets of a company and undertake a winding up of the company.



Liquidity Event See ‘Exit’.



D E F G



equity) and therefore rank ahead of the rights of



H



equity holders in a liquidation. Loan capital does not



I



generally confer a proprietary interest to its holder in respect of the securities or assets of a company.



J



Lock-Up



K



An undertaking given by a shareholder not to sell its shares for an agreed period of time following an IPO. See ‘Escrow’.



LP See ‘Limited Partnership’



Ltd Abbreviation for ‘limited’, appearing at the end of the name of a company which is limited by shares. See further ‘Limited’.



the company, with any residual assets distributed to
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A



M



Managed Investment Scheme



L



M N O P Q R S T U V



A form of investment vehicle that pools assets



W



of a number of investors (such as cash) in pursuit



X



of a common investment strategy. In Australia, managed investment schemes are regulated under the



Y



Corporations Act 2001.



Z



Management Buy-In A form of private equity investment whereby an Investment Fund invests alongside newly appointed
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managers of a company in the acquisition of a company or its assets from existing owners.



Management Buyout A common form of private equity investment whereby an Investment Fund invests alongside existing members of a company’s management team in the acquisition of that company or its assets from existing owners.



Management Fee The remuneration paid by an investment fund to its fund manager in consideration for the management of the fund, often geared to the performance of the investment fund.



Management Firm



MBO definition above.



B



Member



C



Another name for a shareholder in a company.



arrangement and structuring of investments on



F



behalf of companies and Investment Funds.



G



Merger



H



The combination of two or more companies in



I



the same or complimentary industries into one consolidated entity or corporate group with the



J



intent of exploiting economies of scale and/or



K



Management Team



Mezzanine Finance



the assets or shares in the company for which they



E



A financial institution specialising in the



increasing market share.



alongside an investment fund in the acquisition of



D



Merchant Bank



See ‘Fund Manager’. The key managers of a company who invest



A



Abbreviation for ‘Management Buy-Out’. See



L M



1. An intermediate level of funding undertaken, for example, shortly before an IPO.



N



2. Debt which is subordinated or second-ranking to



work.



a company’s ‘senior’ or first-ranking debt. Due



O



Mandate



to the higher risk associated with mezzanine



P



The list of investment objectives and constraints stipulated by an Investment Fund to its Fund Manager in respect of the management of the Investment Fund.



Mandatory Redemption An obligation on a company to undertake a buy-back or redemption of securities held by a shareholder.



Market Capitalisation The value of a listed company, calculated by multiplying the number of shares on issue by the current share price.



MBI Abbreviation for ‘Management Buy-In’. See definition above.



debt (due to its lower secured priority) it usually



Q



attracts a higher rate of interest and sometimes is accompanied by an equity stake in the form of



R



warrants or a debt conversion feature similar to



S



that of a convertible bond.



T



MIS



U



Abbreviation for ‘Managed Investment Scheme’. See definition above.



V W



N



X Y Z



Narrow-Based Weighted Average Ratchet A contractual mechanism designed to prevent an investor’s shareholding from being diluted. A weighted average ratchet adjusts downward the price per share of the securities held by investor A due to
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the issue of new securities to new investor B at a price lower than that originally paid by investor A. Investor A’s securities are repriced to a weighted average of



NPV Abbreviation for ‘Net Present Value’ (see definition above).



investor A’s price and investor B’s price. The company is then obliged to issue further securities to ‘top-up’ investor A’s aggregate shareholding to the level it would have been, had investor A’s original shares been issued at the weighted average price. A narrowbased ratchet only uses ordinary shares/issued shares (as opposed to other forms of securities, such as



O



Open-End Fund A fund which is not limited in the number of



options and warrants) in the denominator of the



investment units available to investors and does not



formula for determining the new weighted average



have a fixed life before its assets are liquidated and



price. Compare Broad-Based Weighted Average



distributed to members.



Ratchet.



Option



Net Present Value



A right, but not an obligation, to buy (in the case



B C D E F G H I J K



The result of applying a particular discount rate



of a call option) or sell (in the case of a put option) a



to a series of future cash inflows and cash outflows.



security at a pre-agreed price or a price calculable by



If an investor applies a discount rate equal to that



reference to a pre-agreed formula.



M



investor’s required rate of return then if the result



Option Pool



N



of the net present value calculation is greater than zero, classical finance theory would suggest that the investment be undertaken unless there is another possible investment with a higher net present value calculation.



Net Present Value: Net Financing Cost The difference between the cost of financing an investment and it’s future market value, calculated by applying a discount rate to a the projected net cash inflows from that investment.



Non-Executive Director A director who is not involved in the day-to-day



The number of securities that a company sets aside to be issued in the future to shareholders, particularly



O P



scheme.



Q



Ordinary Share



R



A unit representing ownership of a portion of a company’s equity, carrying rights set out in the company’s constitution, usually encompassing the right to vote at general meetings, to participate in any dividends of the company and to participate in



S T U



distributions of capital of the company on a winding



V



up; but subject to the rights of any other securities on



W



issue in the company.



company at a board level only.



Oversubscription



A method of releasing one party from a contract



L



employee shareholders, pursuant to an option



operations of a company and is involved in the



Novate



X



A situation where, on an IPO, demand for a



Y



company’s shares exceeds the number of shares



Z



and substituting another party in his or her place.



available for issue.



Compare ‘Assign’.



Oversubscription Privilege An arrangement whereby shareholders are able to subscribe for shares not taken up by other
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shareholders under a rights issue. (See ‘Rights Option)



P



Paid-in Capital The portion of an investment fund’s committed capital that has actually been called upon by the investment fund and paid by investors.



Par Value



Partly Paid Share



A



A share which has not been paid for in full and on which the holder remains liable to satisfy the



B



company’s call for capital.



C



Pay to Play



D



A contractual provision, usually contained in a company’s constitution or shareholders agreement,



E



whereby an investor is obliged to participate, usually



F



on a proportional basis with other shareholders, in



G



a subsequent round of capital raising (particularly a Down Round). The provision will ordinarily specify



H



a consequence of failing to participate, which in the



I



The face value of a share, also known as its



case of a shareholder holding preference shares will



‘nominal value’. Until 1998, corporations law in



often be the conversion of those shares into ordinary



J



Australia provided that a company had to stipulate a



shares.



K



Par Value in its constitution. Shares could generally



PDF



L



only be issued at a premium to par value (although shares could be issued at a discount to par value in limited circumstances). The concept of Par Value has now been abolished under Australian corporate law.



Pari Passu At an equal rate, without preference. The term is often used in a company’s constitution in the context of shareholder rights. For example, “each ordinary share confers on its holder a right to participate Pari Pasu in any dividend declared by the company”, meaning that all shares have the right to participate proportionately at the same time in relation to dividends.



Participating Preferred Share A share that confers on its holder preferential rights in respect of the payment of dividends and capital but which also enables its holder to participate equally with the holders of ordinary shares in the subsequent distribution of further dividends and capital.



Participating Share A share that confers on its holder the right to participate equally with the holders of ordinary shares in the distribution of dividends and capital.



Abbreviation for ‘Pooled Development Fund’ (see



M



definition below).



N



PDS (Product Disclosure Statement)



O



The disclosure document that must be prepared and lodged with ASIC before offering financial



P



products (that are not securities) to the public.



Q



Placement Agent An appointed representative hired by a private



R



equity fund manager or investment fund to source



S



investors to participate in a capital raising by that fund or fund manager.



T



Poison Pill



U



A mechanism designed to deter takeover bids by



V



allowing existing shareholders to purchase shares in



W



a company at a substantial discount in the event that the company is the subject of a takeover bid.



X



Pooled Development Fund



Y



A body established for the purpose of increasing



Z



the supply of equity capital for growing Australian small and medium-sized enterprises. Pooled Development Funds are entitled to special tax concessions but have signification restrictions in
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relation to the nature of investments they may undertake.



Pooled IRR The IRR of an investment funds’ aggregate portfolio.



Portfolio The collection of companies that an investment fund holds investments in.



Post-Money Valuation The value of a company immediately following a capital raising, calculated by adding the value of the company before the capital raising to the money received from the capital raising.



Pre-emptive Right The right of a shareholder to acquire shares in a company before they are offered to third parties.



Preference Shares Shares which carry rights that are superior to those conferred on ordinary shareholders, particularly in relation to rights of participation in dividends and capital on a winding up.



Preferred Dividend A dividend paid to the holders of preference shares ahead of other shareholders.



Pre-Money Valuation The value of a company immediately prior to it closing a round of capital raising, determined by reference to one of a variety of valuation methodologies.



Private equity



Proprietary Company A private, unlisted company owned by less than 50 shareholders. Compare ‘Public Company’.



B



Prospectus



C



The disclosure document that companies must prepare and lodge with the ASIC and (in the case of a



exchange. In the context of the private equity industry, private equity often refers to investment by institutional investors in established privately owned enterprises, as opposed to venture capital investments, which are generally made at a much earlier stage in a company’s life cycle.
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D



listed company) the ASX before offering securities to



E



the public.



F



Pty



G



Abbreviation for proprietary, appearing at the end of a proprietary company’s name. See further



H



‘Proprietary Company’.



I



Public Company



J



A company that is registered as such under the Corporations Act (as opposed to a proprietary



K



company), giving it the ability to offer shares to the



L



public at large. Where a proprietary company has



M



more than 50 non-employee shareholders, it must convert to a public company.



Public to Private A form of private equity transaction whereby an Investment Fund acquires the shares of a listed public company ‘on-market’ before proceeding to remove



N O P Q



the company’s shares from listing.



R



Put Option



S



A contractual right to sell securities to a person, exercisable at the discretion of the seller, for a pre-



T



agreed price (or a price calculable by reference to a



U



pre-agreed formula) triggered by the occurrence of



V



a particular event and/or the passage of a period of time.



Equity securities that are not publicly traded or issued by a company listed on a public stock



A



R



Ratchets A contractual mechanism whereby the proportionate holdings of shares between two



W X Y Z
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or more shareholders is adjusted by reference to



Act 2001 that govern the conduct of the business



an agreed measurement or following an agreed



and corporate affairs of a company by default,



trigger event. A ratchet is often applied to adjust the



in the absence of the company having adopted a



B



proportionate shareholding between an investor and



constitution.



founder shareholders as a result of the ongoing future



C



Repurchase



D



performance of the company or the return that an



A



Where the shares held by an investment fund are sold back to the company and/or the company’s



E



Realisation



management team.



F



See ‘Exit’.



Residual value



G



investor obtains from their investment.



Realisation Ratios An assortment of ratios used to measure the status of the capital levels of a particular investment fund, including the Distribution to Paid-In ratio (DPI), the Residual Value to Paid-In ratio (RVPI) and the Total Value to Paid-In ratio (TVPI).



Recapitalisation Reorganising a company’s capital structure by, for example, issuing additional shares or buying back shares using surplus cash and/or debt finance.



Receiver



The remaining capital that an investment fund is



H



able to call upon to make investments.



I



Residual Value to Paid-In ratio (RVPI)



J



A realisation ratio which measures the remaining capital that an investment fund is able to call



K



upon compared to the amount of capital already contributed to the fund.



L



Resolution



M



A decision in relation to the affairs of a company



N



made either by the directors at a board meeting



O



or by the members at a general meeting of the



P



A person appointed by a court or a creditor to a



company. An ‘ordinary resolution’ of members of



company with outstanding and overdue debts, to



a company requires simple majority approval (i.e.



take control of a company’s affairs until its debts have



50%), a ‘special resolution’ of members of a company



been paid.



requires 75% approval and a unanimous resolution



R



Redeemable Preference Shares



of members of a company requires 100% approval.



S



Shares that can be sold back to a company on a maturity date for their face value, plus any capitalised interest.



Redemption The right or obligation of a company to repurchase its own securities.



Refinancing 1. Replacing existing debt facilities with new facilities. 2. The shareholding of one investment fund being bought out by another fund.



Replaceable Rules The set of constituent rules in the Corporations



Q



A resolution can also be passed by way of a ‘circular resolution’ by circulating a document setting out the



T



proposed resolution which is signed by all parties



U



entitled to vote.



V



Restricted Securities



W



Securities in a public company which cannot be freely traded due to ASIC regulation or the rules of



X



the ASX.



Y



Reverse Takeover



Z



Where the shareholders of one company sell their shares to another company in exchange for shares in the second company, such that the shareholders in the first company become the holder of the majority of shares on issue in the second company.
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Right of First Refusal The right to buy a security before it is offered to a



Investment funds that specialise in acquiring the



A



third party, either by way of transfer by an existing



portfolio assets of other investment funds.



B



shareholder or by issue of new shares by a company.



Secondary Market



C



See also ‘Pre-emptive Rights’.



Rights Offering The grant by a company to existing shareholders of a right to acquire further shares, often at a discount. Rights issues have a value of their own and are therefore usually tradeable in advance of the shares themselves being issued.



Roll-up See ‘Bolt On’ and ‘Consolidation’.



Round A reference to one or more capital raisings



The market for the sale of the interests of investment funds to other investment funds.



Secondary sale or Secondary Buy-Out The sale of a shareholding in a company by one



D E F



investment fund to another.



G



Secretary



H



A person appointed by the shareholders of a company (or a company’s directors, if the company’s



I



constitution so provides) to maintain the corporate



J



documentation and records of a company, including



K



the company register and the public register



undertaken by reference to the issue of securities



maintained by ASIC.



L



with the same specific rights. A company may



Security



M



undertake a number of rounds of capital raising in its life with the rights attaching to securities in the Series ‘A’ Round being different to those in the Series ‘B’ Round etc.



Runway The length of time it will take for a company to use



A type of transferable interest in a company, often representing proportional ownership of the company and/or rights against the company and other holders of securities. Securities are often described as a ‘bundle of rights’ in respect of a company. Technically, securities are defined in the



N O P Q



up (or ‘burn’) working capital.



Corporations Act to include debentures, stocks



R



RVPI



or bonds issued or proposed to be issued by a



S



See ‘Residual Value to Paid-In ratio’.



S Scrip



Another name for a share.



Scrip-for-Scrip Where a shareholder transfers shares in one company to another company in exchange for the issue of shares in the second company.



Second Stage See ‘”B Round’.
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Secondary Fund



government, shares in, or debentures of, a body and interests in a managed investment scheme (amongst



T



other things). Securities do not include derivatives.



U



Seed Capital



V



Capital invested in a start-up company to fund its establishment and early development costs. Seed



W



capital is often provided by non-institutional or



X



informal investors such as family and friends.



Y



Senior Debt Debt finance with a first ranking priority in the event of insolvency.



Senior Securities Securities which confer preferential rights over



Z
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other securities in respect of dividends and/or a distribution of proceeds on a winding up.



Series A See ‘”A” Round”.



Series B See ‘”B” Round”.



Share Capital The aggregate capital paid by shareholders of a company for their shares.



Share Certificate A certificate issued by a company evidencing the issue of shares to a shareholder.



Shareholder A person (including a body corporate) who holds shares or other securities in a company.



Shareholders Agreement An agreement between the shareholders of a company and often the company itself, setting out a framework for the ongoing operation, management and ownership of the company. A shareholders



Share Sale



A



Where some or all of the shareholders of a company sell their shares in the company, as opposed



B



to the company itself selling the business assets used



C



to carry on the company’s enterprise.



D



Spin Out



E



The process of transferring certain individual assets



F



out of one company into another for the purpose of establishing another stand-alone business.



G



SPV



H



See ‘Special Purpose Vehicle’.



I



Staging



J



See ‘Milestone’ or ‘Tranche’.



Stamp Duty



K



A state government charge levied on certain



L



conveyances of property (often including shares).



M



Strike Price See ‘Exercise Price’.



N



Subordinated Debt



O



Debt finance with an inferior preference to a



P



agreement will often include provisions providing for



company’s senior debt in the event of insolvency. See



restrictions on the issue and transfer of shares, rights



also ‘Mezzanine Debt’.



Q



to appoint and remove directors, the powers and



Subscription Agreement



R



responsibilities of the board and senior management, restrictions on transactions that the company can enter into without an investor’s consent, pre-emptive rights and rights for an investor to effect an exit of its investment.



Shares Outstanding The number of shares that a company has on issue at a given point in time.



Special Purpose Vehicle A company incorporated for a particular purpose,



An agreement between a company and an investor



S



setting out the terms and conditions upon which the investor will acquire securities in the company.



T



Subsidiary



U



A company that is wholly or partially owned by a



V



‘Holding Company’.



W



Syndication



X



The coming together of a number of investors to



Y



carry out an investment collectively.



Z



rather than as a general trading entity. Often, in the private equity context, the purpose will be the acquisition of the assets or business of an entity or to hold an investment.
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T



Tag-Along Provisions A contractual provision, usually in a shareholders agreement or a constitution, which provides that where one shareholder proposes to sell shares to a



enforceable rights and obligations (although in some



A



circumstances it may) and is instead simply intended



B



to set out a framework within which the parties will



C



negotiate and document a transaction.



Tombstone A newspaper or magazine advertisement



third party, the other shareholders can sell a similar



advertising an investment by an investment fund, or



proportion of their own shares to the third party on



an IPO that an investor has underwritten.



equivalent terms.



Total Value Paid-in Ratio



Takedown Schedule



A realisation ratio calculated by adding the



D E F G H



Distribution to Paid-In ratio and the Residual Value



I



fund’s right to call upon capital from its investors.



to Paid-in ratio together.



J



Takeover



Trade Sale



A timetable setting out the timing of an investment



The acquisition of a controlling interest in a



The sale of a business (either its shares or assets)



K



company by a particular shareholder. A reference to



to a third party purchaser, often to a company in the



L



a takeover is generally in the context of the formal



same industry.



process that must be complied with under the



M



Tranche



N



Corporations Act where the target has more than 50 shareholders.



Takeovers Panel The Takeovers Panel is the primary forum for resolving disputes about a takeover bid until the bid period has ended. The Takeovers Panel is a peer review body, with part time members drawn predominantly from Australia’s takeovers and business communities.



Target Company A company that is the subject of a takeover bid or an Acquisition.



Target Statement The formal statement that the target of a takeover bid must provide to a bidder and its shareholders in response to a bidder statement.



Term Sheet A short document between a company, its shareholders and a prospective investor/purchaser setting out the key commercial terms and conditions upon which the parties intend to effect a transaction.
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A term sheet is not usually intended to create legally



An instalment or portion. Investments are sometime payable in instalments, conditional upon



O



the company having met certain targets.



P



Trust



Q



An ownership structure whereby one legal entity holds legal title to an asset, and another legal entity



R



holds a beneficial interest in that asset.



S



Turnaround



T



An investment in a company that is under financial or operational distress with a view to implementing a



U



strategy for improving the company’s performance.



V



TVPI



W



See ‘Total Value to Paid-In ratio’.



U



Underwriting An agreement between an institutional investor and a company obliging the investor to subscribe for



X Y Z
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shares on an impending IPO if those shares are not



limited partnership is afforded certain rights that



subscribed for by other investors.



provide beneficial tax treatment to itself and its



Unincorporated Joint Venture



investors.



B



Venture Capital Management Partnership



C



A ‘Joint Venture’ (see definition above) which is carried out by the joint venture parties directly,



A particular type of limited partnership that



rather than a corporate vehicle (such as a company)



is the general partner of a VCLP, responsible for



being established to carry out the joint venture.



managing the affairs of the VCLP, and which meets



Upside



certain specified criteria and has been registered



Appreciation in the value of an investment.



V



Valuation Method The methodology used to ascertain the net worth of a company.



VCB Abbreviation for the South Australian Venture Capital Board.



VCLP Abbreviation for ‘Venture Capital Limited Partnership’. See definition below.



VCMP Abbreviation for ‘Venture Capital Management Partnership’. See definition below.



Venture Capital Investment by institutional investors in early stage privately-owned enterprises. While there is some overlap between the terms venture capital and private equity, venture capitalists generally invest in early stage companies, whereas private equity investments are generally made at a much later stage.



Venture Capital Limited Partnership A particular type of limited partnership that meets certain specified criteria and which has been registered with the Pooled Development Fund Board pursuant to the Venture Capital Act 2002 and the Income Tax Assessment Act 1997. A venture capital



A



D E F



with the Pooled Development Fund Board pursuant



G



to the Venture Capital Act 2002 and the Income Tax Assessment Act 1997. A venture capital management



H



partnership is afforded certain rights that provide



I



beneficial tax treatment to itself and its investors.



J



Venture Capitalist



K



A person or institution specialising in making investments in early-stage privately owned



L



enterprises.



M



Vesting



N



When a legal right or interest, such as the right to acquire shares pursuant to an option, accrues upon



O



the occurrence of a contingent event or following the



P



lapse of time.



Q



Vesting Schedule



R



A timetable setting out when an option holder’s entitlement to be issued with securities accrues.



S



Vintage



T



The year in which an investment fund first started



U



making investments.



V



W



W X Y



Warrant



A form of security similar to a call option, entitling



Z



the holder to purchase securities within a specified timeframe, or in some cases, indefinitely. Warrants are sometimes attached to other securities as an incentive to investors.
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Warranty A contractual statement of fact, which if inaccurate gives the other party to the contract a right to claim damages against the person that made the statement. The vendors and/or management of a business will usually be asked to give warranties at the time that a business is sold or when an investment fund invests in the company.



Wash-Out Round A capital raising whereby the shareholders of a



Y Yield



The money derived from an investment, usually expressed as an annual percentage of the initial capital outlay.



A B C D E F G



company suffer a substantial dilution.



H



White Knight



I



A friendly party in a takeover bid who acquires a blocking shareholding stake in the target to prevent



J



an unfriendly aggressor from completing a takeover



K



bid.



L



Whitewash



M



Where the giving of financial assistance by a company to a person in connection with the



N



acquisition of shares is approved by shareholders of



O



the company in accordance with the requirements of



P



the Corporations Act 2001.



Write-Down



Q



A reduction in the value of an investment for



R



accounting and reporting purposes as a result of



S



under-performance.



Write-Off



T



Changing the value of an asset, including an



U



investment in a company, to an expense or a loss.



V



Write-Up



W



An increase in the value of an investment for accounting and reporting purposes as a result of over-performance.



X



Y Z
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