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[J www.examda.com Venture Capital Venture Capital is the process
by which investors fund early stage, more risk oriented business
endeavors. A venture capital funding arrangement will typically
entail relinquishing some level of ownership and control of the
business. Offsetting the high risk the investor takes is the promise of
high return on the investment. The investment is usually in the form
of stock or an instrument which can be converted into stock at some
future date. As the business matures, an initial public offering may
take place, or the business merged or sold, or other sources of capital
found. Any of these would occur with the intention of buying out the



venture capitalists. Venture capitalists typically expect a 20-50%
annual return on their investment at the time they are brought out.
Venture capitalists typically invest in high growth companies with the
potential to generate revenues of $20MM in any one company, but
typical investments range from between $500,000 and $5MM.
Management experience is a major consideration in evaluating
financingprospects. 1 U O 0 DO OO0 OOOOOOOONO
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Jododododododododod Initial/Seed A
relatively small amount of capital provided to an investor or
entrepreneur, usually to prove a concept. It may involve product
development, but rarely involves initial marketing. O O O 0O 0O O
Jododoboboooodobooouoooooooooa
OO0000000000 First Stage Financing provided to
companies that have expended their initial capital and require funds,
often to initiate commercial manufacturing and sales. [J [0 [J [0 [
J0o0dooooooodoooooooooooooa
J0odoboooooodoooooooooooooa
Jo0000o00dododododoUodond Second Stage
Funds provided for the major growth of a company whose sales
volume is increasing and that is beginning to break even or turn
profitable. These funds are typically for plant expansion, marketing
and working capital development of an improved product. [J [J [
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0000000 Third Stage Funds provided for the major growth
of a company whose sales volume is increasing and that is beginning
to break even or turn profitable. These funds are typically for plant
expansion, marketing and working capital development of an
improvedproduct. J OO0 OO0 OO0 O0OO0O0O0OO0OOOO
Jododobooodoodooooooouoooooa
Follow-on/Later Stage A subsequent investment made by an investor
who has made a previous investment in the company generally a
later stage investment in comparison to the initial investment. [ [
OO0 0o0odoooooooooooooooooooo
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OJO00000000O0000000 Buyout 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
privatecompany. 1 0 00 D00 OoU0ooodooooon
OO000000000000000O Secondary Purchase
Purchase of stock in a company from a shareholder, rather than
purchasing stock directly from the company. O O O 0O O O O 0O
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Bridge/Mezzanine Financing for a company expecting to go public
usually within six months to a year. Often bridge financing is
structured so that it can be repaid from proceeds of a public
underwriting. OO0 OD0O0O0O0OO0OO0O0OO0OO0OOOOOOO
O O O 1PO/Initial Public Offering A companys first offering of



stocktothepublic. OO0 D0 D OO0OU0OOOOOOOODOOO
JO00o00dododododo Equity Equity is ownership
Interest in a corporation, represented by the shares of stock which are
heldbyinvestors. O OO0 OO0 OO0 OO0O0O0OOO0OOONO
DO00000000000 Equity Offerings Raising funds by
offering ownership in a corporation through the issuing of shares of a
corporations common or preferredstock. J OO0 O 0O 0 OO 0O O
J0o0dooooooodoooooooooooooa
[1 Equity Related Loan Equity related loans are loans convertible
Into equity ownership or loans collateralized with equity positions.
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0000000000 Investment Banks An investment banking
firm acts as underwriter or agent, serving as intermediary between an
Issuer of securities and the investing public. Investment bankers
handle the distribution of blocks of previously issued securities,
either through secondary offerings or through negotiations, maintain
markets for securities already distributed, and act as finders in private
placementsofsecurities. O DO O OO0 OOO0OO0OOOMO
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DO000000o00oo0oododn Private Placement
The sale of securities to a small group of investors [1 generally 35 or
fewerd which is exempt from SEC registration requirements. The
Investors execute an investment letter stating that the securities are



being purchased for investment without a view towards distribution.
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0000000 Secondary Public Offering This refers to a public
offering subsequent to an initial public offering. A secondary public
offering can be either an issuer offering or an offering by a group that
has purchased the issuers securities in the public markets. J O [ [
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DO000000000000 Underwriting An investment
banking firm acting as underwriter sells securities from the issuing
corporation to the public. A group of firms may from a syndicate to
pool the risk and assure successful distribution of the issue. There are
two types of underwriting arrangementsl] best efforts and firm
commitment. With best efforts, the underwriters have the option to
buy and authority to sell securities, or if unsuccessful, may cancel the
Issue and forgo any fees. This arrangement is more common with
speculative securities and with new companies. 100Test [ [J [0 O [
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