
 
Glossary of Business Terms 

Accelerator - Programs for early stage ventures that provide entrepreneurs intensive business training, mentorship 
support and connections to potential investment. 

Accounting - The measuring, recording, and reporting of the financial elements of a business. 

Accounts Payable (A/Ps) - Money owned to suppliers. 

Accounts Receivable (A/Rs) - Money owed by clients and customers. 

Accrual Basis Accounting - A method of reporting income when it is earned and expenses when incurred, even 
though they may not have been received or actually paid. 

Accrued Interest - The interest due on a loan since the last interest payment was made.  

Amortization - The process of gradually paying off a liability over a period of time. 

Articles of Incorporation - Documents declaring the establishment and existence of a corporation.  

Articles of Organization - Documents declaring the establishment and existence of a Limited Liability Company. 

Asset - Something of value owned by a business. Assets can tangible like inventory and equipment or intangible 
like copyrights and patents. 

Bad Debt - An accounts receivable or loan that has become uncollectible. 

Balance Sheet - A financial statement showing a company’s assets, liabilities, and equity at a given moment in 
time. 

Bankruptcy - An inability to pay debts. Chapter 11 bankruptcy allows debtor to remain in business and negotiate 
for a restructuring of debt. 

Break-Even Point - The point at which revenues are equal to total costs. 

Bootstrapping - Funding a company only through the founder’s resources and / or reinvesting profits generated 
from the business.  

Bottom Line - A phrase that describes the “bottom line” of financial statements which refers to net income of a 
business. 

Business Plan – A document setting out a business's future objectives and strategies for achieving them. Used to 
help entrepreneurs operate their business and help investors determine the viability of an enterprise. 

Business to Business (B2B) - When one business engages in commercial interactions with other business(es). 

Business to Consumer (B2C) - Transactions that occur when a business engages in directly with consumers/end-
user. 

Capital - The money, credit, and other forms of funding that are used as investments in businesses. 

Capital Expenditures - Money spent by a company to add assets that will benefit the company over a long period of 
time (more than one year).  

Cash Flow - The actual movement of cash within a business: cash inflows minus cash outflows. 



 
Collateral - Assets a borrower uses to secure a loan, commonly property. If payments are not made, the lender can 
seize the collateral to recoup its loss. 

Company By-Laws - Written agreements established for the purpose of defining how corporations will operate and 
be managed. 

Corporation - A legal entity structure for businesses enterprises under which ownership is held by shareholders. 

Costs of Goods Sold - The cost of raw materials and supplies used to create a product. 

Costs of Services - (In a service business) The costs directly related to providing a service. 

Credit - Borrowed money that you can use to purchase goods and services. 

Credit Score - A numerical score generated by a credit bureau related to an individual’s credit history. Factors 
included in the calculation include payment history, account age, credit mix/types of credit utilized, credit usage, 
debts, and inquiries.  

Competitive Advantage - A condition or circumstance that puts a company in a favorable or superior business 
position. 

Crowdfunding - The process of raising funds via smaller amounts from many investors (“the crowd”). Often 
accomplished through an online platform like GoFundMe or KIVA.  

Debt - The amount of money that a borrower owes to an individual, investor, or lending institution for taking out a 
loan or line of credit. 

Debt Financing - Taking on debt, through loans, lines of credit or other financial instruments, to grow a business. 

Depreciation - The decrease in value of a tangible asset, like machinery, due to wear and tear. Traditionally 
recorded as an expense. 

Diversification - The process of a company enlarging or varying its range of products or field of operation. 

Due Diligence - The process of investigation and evaluation, performed by investors, into the details of a potential 
investment.  

Early Stage - A company still in its novel stages of development.  

Earnings - Synonym for Profit 

EBITDA (Earnings Before Interest, Taxes, Depreciation, and Amortization) - A measure of cash flow calculated as 
Revenue - Expenses (excluding tax, interest, depreciation, and amortization).  

Economies of Scale - Economic principle that states that as the volume of production increases, the cost of 
producing each unit decreases. 

Elevator Pitch - A brief presentation, typically 30 – 60 seconds in duration, that explains the most important 
elements of a business.  

Entrepreneur - Someone who takes an idea (product and/or service) and turns that concept into something viable 
that customers want, need, and are willing to pay for.  

Equity - Ownership of a company.  

Equity Financing - Selling shares of ownership of a company to an investor(s) to raise capital. 



 
Financier - A person or financial institution engaged in the lending and management of money. 

Fixed Assets (long term assets) - Assets used in the operation of a business that are not consumed during business 
operation or production. 

Founder's Agreement - A formal written agreement among the founders of a business which documents each 
founder’s roles and responsibilities.  

Friends & Family Investing - An investment, either debt or equity based, in a company from people who have a 
personal relationship with the founder.  

Funding - This term is used synonymously with the words “financing” and “capital.” It refers to the amount of 
money that is needed for a business endeavor.  

GAAP (Generally Accepted Accounting Principles) - The common set of accounting principles, standards, and 
procedures.  

Grant - Funding that does not need to be repaid and does not purchase equity. 

Income Statement (also known as Profit & Loss Statement) - A statement of revenues and expenses. It shows the 
shows the financial progress of a company over a period of time. 

Interest - Money paid regularly at a particular rate for the use of money lent, or for delaying the repayment of a 
debt. 

Interest Rate - the proportion of a loan that is charged as interest to the borrower. 

Inventory - Raw materials, goods in process, and finished products a business owns. 

Liability - A business’ financial debts or obligations that arise during the course of its operations. Examples include 
debt and accounts payable. 

Liquidation - The process of converting assets into cash, often to pay off debts.  

Market - a medium that allows buyers and sellers of a specific good or service to interact in order to facilitate an 
exchange. 

Net Income - Earnings of a company after deducting all costs and expenses, including operations, general and 
administrative, selling, depreciation, interest expense, and taxes. 

Net Worth - The value of total assets minus total liabilities. 

Overhead Expenses - Costs of doing business unrelated to production or providing a service. Examples include 
wages, rent, and depreciation.   

Pitch - A presentation of a business to customers, investors, or partners that explains what the business does and 
what makes it unique. Content varies based on the specific purpose/audience of the pitch. 

Profit - The money is left after paying all expenses. Revenue – Costs = Profit  

Pro Forma – (1) A description of financial statements that have one or more assumptions or hypothetical 
conditions built into the data. A financial projection based on assumptions. (2) A statement of income and balance 
sheets that exclude non-recurring items. 



 
Promissory Note - A legal document under which the borrower (maker of the note) commits to re-pay the lender 
(holder of the note) the principal amount owed as represented by the note.   

Raw Materials - The basic material(s) from which a product is made. 

Retained Earnings - Profits that are reinvested in the company. It is calculated by adding company's net income to 
beginning retained earnings and subtracting dividends/fuds paid out to investors. 

Scalability - The ability of business to grow and operate effectively at a larger scale. 

Sector - Segments of the economy in which business markets share similar operating characteristics or similar 
products and services.   

Seed Capital - Investment need to start a company. 

Startup - A new business venture/enterprise in its initial or early stages of development.  

Stock - A unit of ownership of a corporation.  

Term Loan - A loan that is paid off in a set period of time, usually in equal monthly installments throughout the 
duration (or term) of the loan. Term Loans can be a secured or unsecured loans. 

Top Line - A phrase that describes the “top lines” of financial statements which refers to total sales of a business. 

Trademark - An identifying word, phrase, design or symbol that permits third parties to distinguish and 
differentiate the goods of differing parties. Trademarks are registered with the appropriate governmental offices 
such as the United States Patent and Trademark Office (USPTO). 

Value Proposition - A statement a company utilizes to express why customers should purchase their product or 
service, as compared to that of a competitor. The objective of the statement is to convince potential customers 
that their product or service adds more value than that of alternative offerings. 

Venture - A business. 

Venture Capital - Investment capital made available to high growth, scalable startups, typically beginning at the 
early stage, from a fund supported by accredited investors. 

Working Capital - In accounting terms, it is the difference between current assets and current liabilities that can be 
turned into cash. Positive Working Capital means that the company has sufficient liquid assets to cover its short 
term liabilities (expenses). 

Write-off - A cancellation from an account of a bad debt or worthless asset.  

Year over Year - A financial comparison which examines a specified performance factor for a specified year with 
the same performance factor for the previous year.  
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