
 

 

 

A guide to business terminology 

Business Start-ups 



 

About Fox Williams LLP 

Our story is a little different to other City firms. 

As partners, we left our respective City practices in 1989 to found Fox 
Williams, and so understand the challenges, risks, rewards and 
enormous opportunities involved in building and sustaining a business – 
through good times and more challenging and uncertain ones. 

Not only has it been enlightening, it has also helped to shape our values 
and our culture. 

Every one of our lawyers could have a career at a larger City firm – and 
many have done so. They are all brilliant minds who want to deliver the 
highest quality service. They also want to work in an environment that 
values team work as well as entrepreneurial thinking – and which 
actively encourages them to express an opinion openly. 

Ultimately, it’s not what we say about ourselves that counts. The true 
measure of our value is the clients we continue to work with, the quality 
of the work we do for them and the calibre of the lawyers who want to 
join our teams.  

Fox Williams LLP has a wealth of experience in advising start-up 
companies across a variety of different sectors. If you are thinking of 
setting up a business in the UK or if you are already running a start-up 
company, we are able to assist with the initial incorporation (or 
acquisition) of a UK business and advise you throughout its entire life-
cycle, including, where applicable, an eventual exit and sale. 
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Start-up terms 
Acquisition Acquisitions can be either for the Shares or for the assets of the 

target company. A Start-Up may consider an Acquisition of 
another company in order to quickly grow, diversify and strengthen 
the Start-Up.  

Angel Investor A typically wealthy individual who invests in a Start-Up, usually 
during the stage in between the Start-Up being funded by its 
Founders and the Start-Up requiring Venture Capital levels of 
funding. Generally, Angel Investors are seeking a higher return 
than they might achieve from a more traditional investment and 
are often highly involved in the business in which they invest.  

Annual General Meeting 
“AGM” 

A General Meeting which, for a public company, is required to be 
held within six months from the day after its accounting reference 
date. Private companies are not required to hold an AGM unless 
required to by the Articles and/or their Shares are trading on a 
regulated market in an EEA state. AGMs typically address matters 
such as the re-election of Directors, remuneration of auditors, 
payment of Dividends and consideration of the annual accounts, 
Directors’ report and auditors’ report. 

Articles of Association 
“Articles” 

The constitutional rules which regulate the internal management 
and running of the company. The Articles typically deal with 
matters such as the issue and transfer of Shares, alteration of 
Share Capital, procedures for General Meetings and Board 
Meetings, Dividends, etc. The Articles create a contract between 
the company and each of its Members and are publically available 
for inspection from Companies House. 

Bad Leaver A contractual description of the circumstances in which a 
Shareholder ceases to be an Employee of a company. A Bad 
Leaver will usually mean a Shareholder leaving the company by 
voluntary resignation or misconduct. Bad Leaver status will 
normally trigger a Compulsory Transfer, and the Shareholder will 
be required to sell his Shares for their nominal value or their 
original price on subscription. 

Board Meeting A meeting of the board of Directors.  

Branch A form of permanent establishment (which is not a separate legal 
entity) through which business is wholly or partly carried on. Often 
used to describe the establishment or business presence of a 
company in a foreign country.  

Burn Rate A measurement of the rate at which a company spends its cash in 
order to cover its expenses. 

Business Name Also known as a Trading Name. A name used by any person or 
body corporate for carrying on business which is different to his or 
its legal or registered name. 

Business Plan A document prepared by a Start-Up, showcasing the prospects of 
the company and often including things such as marketing and 
development and general business descriptions. The purpose of a 
Business Plan is to attract Investors and care should be taken as 



 

to ensure compliance with FSMA. 

Call Option A type of Share Option which grants the holder of the Share 
Option a right, but not an obligation, to buy an agreed number of 
Shares from the seller during a specified period and at a specified 
price. 

Charge Security over an asset or assets of the company which gives the 
lender the right to have those assets sold, if the Debt is not paid, in 
order to apply the proceeds to discharging the Debt. 

Companies House The Registrar of Companies in England and Wales.  

Compulsory Transfer  Provisions that set out certain events, e.g. bankruptcy, death, 
Good Leaver/Bad Leaver, which trigger a requirement for a 
Shareholder to transfer his Shares usually to the other 
Shareholders of the company. These provisions are contained in 
the Articles. 

Confidential Information Information about a company which is considered proprietary, 
which is not public knowledge and which the company is 
concerned to protect. This may include certain financial 
information, details of the company’s Business Plan or trade 
secrets. These should be protected by a NDA.  

Constitution A company’s Constitution consists of its Articles and its 
Memorandum.  

Consultant An individual who works under a contract for services. Consultants 
do not have the benefit of the statutory rights available to 
Employees and are responsible for paying their own tax and NICs. 

Contract of Employment A contract between an Employee and a company which sets out 
the terms that govern the employment relationship, including 
salary, holidays, working hours, etc. Can be express or implied 
and can be oral or in writing.  

Corporate Governance A term describing the way in which a company is directed and 
controlled and which is concerned with its rules, regulations and 
processes. Often focuses on improving Shareholders’ investment 
and also wider stakeholder considerations.  

Creditor A person or body corporate to whom the company owes money.  

Crowdfunding A method of raising finance by asking a large number of people to 
invest relatively small amounts of capital in a particular business, 
project or venture. These activities are often carried out through 
online platforms and social media, and the main types of 
Crowdfunding are rewards, donation, debt and equity.  

Debenture A written document which acknowledges a Debt of a company. It 
is executed in favour of a Creditor and grants a Charge over all or 
the majority of the company's assets. 

Debt Money which has been lent to a company and which the company 
is to repay the lender. Debt takes various forms and can be 
secured or unsecured. 



 

Default When a company is unable to make payments on a Debt or some 
other specified event set out in the loan document has occurred. 
The rights of the Creditor on a Default by the company vary 
depending on the terms of the loan document. 

Director Any person occupying the position of Director of a company. 
Directors are generally empowered to manage the company’s 
business affairs in accordance with the company’s Articles, 
including making decisions and entering into contracts on the 
company’s behalf. They must adhere to certain statutory and 
common law duties. 

Dividend A distribution of an amount of the company’s post-tax profits to its 
Shareholders. Dividends are often at the discretion of the board of 
Directors, and most Start-Ups do not pay Dividends.  

Drag Along Rights Rights set out in a company's Articles which allows for the 
Shareholders of a set percentage of Shares in the company (e.g. 
75% or more in nominal value) to accept an offer to buy their 
Shares and to force the remaining Shareholders to also sell their 
Shares to the third party. The remaining Shareholders are 
‘dragged along’ in selling the Shares of the company.  

EBITDA Earnings Before Interest, Taxes, Depreciation and Amortization. 
Also known as gross operating profit. A measurement of a 
company’s cash flow, and often used by potential Investors and 
purchasers as an indication of the amount of money that a Start-
Up actually generates.  

Employee An individual who enters into or works under the terms of a 
contract of employment. A contract of employment may be written 
or oral, and it may be expressly agreed or implied by the nature of 
the relationship between the parties. 

Enterprise Investment 
Scheme 
“EIS” 

A tax efficient scheme which seeks to encourage investment into 
new and small companies. Where certain criteria are met, EIS 
provides for unlimited deferral relief from capital gains tax where 
the gains are reinvested in newly issued eligible Shares. Also 
provides for an income tax deduction at the rate of 30% on the 
amount invested in EIS Shares.  

Enterprise Management 
Incentive Options 
“EMI Options” 

HMRC approved scheme under which Employee Share Options 
are granted by a qualifying trading company to selected 
Employees. Where certain criteria are met, such Share Options 
will enjoy favourable tax treatment. 

Entrepreneurs’ Relief  A capital gains tax relief which is available to individuals and 
trustees and can be claimed on gains arising on disposals of 
businesses, shares in personal companies and associated 
business assets. Where certain criteria are met, Entrepreneurs’ 
Relief applies a 10% CGT rate to qualifying gains. 

Equity Money invested into a company in return for a stake or unit(s) of 
ownership in the company, usually in the form of Shares. Equity is 
generally not repayable.  

Etridge Guidelines A set of guidelines established by the House of Lords in the case 
of Royal Bank of Scotland plc v Etridge (No 2), which a bank is 
required to follow when procuring a PG. The guidelines ensure 



 

that the individual guarantor is given some protection and enables 
the bank to avoid the guarantee being vitiated.  

Exit An event through which the Founders or Investors (i.e. the 
Shareholders) of a Start-Up realise a return on their Equity 
investment into the company by exiting their ownership. An Exit is 
typically by Acquisition or Going Public. 

Financial Services and 
Markets Act 2000 
“FSMA” 

The key piece of legislation which provides a regulatory framework 
for financial services in the UK. It also gives HM Treasury the 
power to enact secondary legislation and gives the Financial 
Conduct Authority and the Prudential Regulation Authority powers 
to make rules and guidance for financial services firms. 

Founder A person who participates in the initial creation and setting up of a 
Start-Up and typically subscribes for Shares in the company on 
Incorporation.  

Friends and Family 
Round 

A round of financing in which a Start-Up raises capital from friends 
and family. Usually the first round of capital a Start-Up will raise.  

Fully-Diluted  In relation to a Shareholder’s holding in a company, the 
percentage of his shareholding following the exercise of all rights 
to acquire Shares in the company, e.g. the exercise of all Share 
Options.  

General Meeting Either a non-routine meeting of a company which has been called 
for a specific purpose or an AGM. A General Meeting can be 
called by the Directors of the company or can be requisitioned by 
a certain number of its Members. 

General Partnership An unincorporated partnership (which does not form a separate 
legal entity) between two or more persons carrying on business in 
common, where the partners have unlimited liability for the Debts 
of the partnership. General Partnerships are governed by the 
Partnership Act 1890 and are becoming increasingly rare. 

Going Public Also known as an IPO. The process by which the owners (i.e. 
Shareholders) of a private company sell their ownership Shares to 
the investing public. A possible Exit strategy for the owners of a 
Start-Up. 

Good Leaver An agreed description of the circumstances in which a 
Shareholder ceases to be an Employee of a company. A Good 
Leaver will usually mean a Shareholder leaving the company on 
grounds of death, ill health or disability. Good Leaver status will 
normally trigger a Compulsory Transfer, and the Shareholder will 
be required to sell his Shares usually for market value.  

Heads of Terms A document which sets out the outline terms of a commercial 
transaction which have been agreed in principle between the 
parties. Heads of Terms are not legally binding but may contain 
certain binding provisions, e.g. relating to confidentiality, 
exclusivity and costs.  

Holding Company A company of which at least one other company is a Subsidiary. 
The purpose of a Holding Company is often to hold assets, and 
they often do not carry on any operations.    



 

Incorporation The process by which a company is registered and comes into 
existence as a separate legal entity. The Incorporation of a Start-
Up in England and Wales involves filing certain documentation 
with Companies House and paying the application filing fee.  

Initial Public Offering  
“IPO” 

The process by which a private company lists its Shares on a 
stock exchange and offers them to the investing public for the first 
time. A possible Exit strategy for the owners of a Start-Up.  

Insolvency When a company is unable to pay its Debts, i.e. it does not have 
sufficient assets in order to discharge its Debts and liabilities. 

Institutional Investor A professional entity which pools and invests capital on behalf of 
other companies or individuals, for example pension funds and 
investment funds.  

Intellectual Property Intangible property rights over creative works, most of which are 
protected by law, including patents, copyrights, trade marks and 
designs. 

Interest An amount which must be paid by a borrower to a lender and 
which represents the cost of borrowing money. Usually expressed 
as an annual percentage rate. 

Internal Rate of Return 
“IRR” 

Calculated by way of mathematical formula and indicates the 
expected rate of growth an investment is expected to achieve. 

Investor A person or body corporate investing money into a company, 
including by way of Debt or Equity.  

Limited Liability 
Partnership 
“LLP” 

A hybrid form of body corporate (which does form a separate legal 
entity) and which is neither a company nor a partnership. Each 
Member’s liability is limited to his agreed contribution. LLPs do not 
have Shareholders or Directors, and the relationship between its 
Members is governed by private agreement. LLPs are also 
governed by the Limited Liability Partnership Act 2000. 

Limited Partnership An unincorporated partnership (which does not form a separate 
legal entity) between two or more persons carrying on business in 
common, where one or more general partners take responsibility 
for the operation of the business but other partners elect not to 
assume this responsibility and therefore have limited liability. 
Limited Partnerships are governed by the Limited Partnership Act 
1907. 

Liquidation Also known as Winding Up. An Insolvency procedure which results 
in the assets of a company being realised and distributed to 
Creditors and ultimately the dissolution of the company. 

Majority Shareholder A Shareholder who holds more than 50% of the company’s 
Shares. 

Member In the context of a company, see Shareholder. In the context of a 
LLP, any person or body corporate who is party to the LLP on its 
Incorporation or subsequently by agreement with the existing 
Members. 

Memorandum of A constitutional document of the company which is in prescribed 



 

Association  
“Memorandum” 

form and which must be submitted to Companies House on 
Incorporation. The Memorandum sets out the subscriber(s) of the 
company and a statement of intention that such subscriber(s) wish 
to form a company, and in respect of a company with a Share 
Capital, that they agree to take at least one Share each in the 
company.  

Model Articles Optional prescribed form Articles set out under the Companies Act 
regulations. Model Articles exist for different types of company 
formations, including Private Companies Limited by Shares, 
Private Companies Limited by Guarantee and Public Companies. 
If used, the Model Articles can be adopted in their entirety or 
amended as appropriate for the Start-Up.  

National Insurance 
Contributions 
“NICs” 

An amount which is payable by Employees, their employers and 
by self-employed workers to HM Revenue & Customs. NICs are 
calculated by multiplying the relevant earnings, benefits or profits 
of the Employee or self-employed person by a certain percentage. 

Non-Disclosure 
Agreement 
“NDA” 

An agreement by which a third-party agrees to keep the 
company’s Confidential Information confidential and to protect 
such information from disclosure to other parties.  

Non-Executive Director 
“NED” 

A Director who is not an Employee or executive Officer of the 
company. A Non-Executive Director usually does not have any 
specific duties but attends Board Meetings and devotes part of his 
time to the affairs of the company as an independent advisor or 
supervisor. 

Officer A Director, manager or Secretary of a body corporate. The 
Officers of a Start-Up will generally run its day-to-day operations 
and have authority to act on its behalf.  

Ordinary Resolution A Resolution of the Shareholders of a company passed by, on a 
show of hands at a General Meeting, a simple majority of the 
Shareholders who are entitled to vote and, on a poll at a General 
Meeting, Shareholders representing a simple majority of the total 
voting rights of the Shareholders who are entitled to vote. 

Ordinary Share The most common type of Share, which generally carries voting 
rights and a right to participate in relation to Dividends and capital.  

Pari Passu Generally means equal in right of payment. A description used for 
Shares which have the same rights in specific circumstances. In 
Insolvency, a description used to mean that in the event of 
Liquidation, all unsecured Creditors share equally any available 
assets of the company or any proceeds of sale, in proportion to 
the Debts due to each Creditor. 

Pay As You Earn 
“PAYE” 

The scheme under which an Employee’s income tax and NICs are 
deducted from the Employee’s gross salary and are paid together 
with the employer's NICs to HM Revenue & Customs. 

Permitted Transfer A transfer of Shares to certain parties, e.g. a spouse, civil partner 
or children, as set out in the company’s Articles, and which do not 
trigger a need to observe any Pre-Emption Rights that may 
otherwise apply.  



 

Personal Guarantee 
“PG” 

A particular type of contractual agreement (suretyship) whereby an 
individual agrees to ensure that another party fulfils its obligations 
and agrees to be liable for those obligations should that party fail 
to do so, e.g. a PG given by a director in respect of a company’s 
obligation to repay a loan to a bank.  

Pre-Emption Rights A right for existing Shareholders to be offered Shares first, either 
or both on an issue of new Shares or on a transfer of Shares by 
any existing Shareholder(s). Protects existing Shareholders 
against dilution of their shareholdings, as the new or transfer 
Shares are offered to Shareholders in proportion to their existing 
holdings. 

Preference Share A type of Share which generally carries limited voting rights but 
ranks ahead of other Shares in relation to Dividends, capital or 
both. Preference Shares are often fixed income Shares.  

Private Company Limited 
by Guarantee 

A type of private company formation (which may not offer Shares 
to the general public), where the Members of the company do not 
make an Equity contribution to the capital of the company, but 
their liability is limited to the nominal amount they agree to 
contribute to the company’s assets in the event that the company 
is wound up. Such structures are often used by charitable 
organisations. 

Private Company Limited 
by Shares 

A type of private company formation (which may not offer Shares 
to the general public), where the liability of the Members of the 
company is limited to the Equity they have invested or agreed to 
invest (i.e. unpaid amounts on issued Shares).  

Public Limited Company 
“Plc” 

A type of company formation where the liability of the Members of 
the company is limited to the Equity they have invested or agreed 
to invest (i.e. unpaid amounts on issued Shares). Only public 
companies can offer their Shares to the public and be quoted on 
the stock exchange. A public company must have an allotted 
Share Capital with a nominal value of at least £50,000, a quarter 
(£12,500) of which must be paid up.  

Put Option A type of Share Option which grants the holder of the Share 
Option a right, but not an obligation, to sell an agreed number of 
Shares to the buyer during a specified period and at a specified 
price. 

Quorum The minimum number of Shareholders or Directors required to 
hold a General Meeting or a Board Meeting and conduct valid 
business at those meetings. Where this minimum number is not 
met, the meeting is inquorate and any Resolutions passed are 
invalid. 

Registrar of Companies A governmental body controlling the Incorporation and 
administration of companies and LLPs . The role of the Registrar 
of Companies is to administer the Incorporation, re-registration 
and striking-off of companies and LLPs, administer the registration 
of documents pursuant to company or related legislation and 
provide publically available information about the company or LLP. 

Resolutions The method by which Director and Shareholder decisions are 
made, e.g. board Resolutions, Ordinary Resolutions, Special 



 

Resolutions.  

Return on Investment 
“ROI” 

The profits from an investment, over a specific time period, 
calculated as a percentage of the original investment. 

Secretary Any person occupying the position of secretary of a company. 
Secretaries ensure that the company complies with its statutory 
obligations. Whilst Secretaries are not usually involved in the 
business decisions of the company, they can enter into contracts 
on behalf of the company for the purpose of carrying on the 
administration of the company.  

Seed Enterprise 
Investment Scheme 
“SEIS” 

A tax efficient scheme which seeks to encourage investment into 
Start-Ups. Where certain criteria are met, the scheme provides 
income tax relief at the rate of 50% (up to an annual investment 
limit of £100,000) and full capital gains tax exemption. 

Seed Round The first round of financing by which a Start-Up raises capital from 
unrelated third party Investors, usually Angel Investors. Usually 
follows a Friends and Family Round and precedes a Series A 
Round. 

Series A / B / C Round The first and subsequent rounds of financing by which a Start-Up 
raises capital from Venture Capital funds, private equity Investors 
and other similar Investors.  

Share A stake or unit of ownership in a company, which is usually issued 
to a Shareholder in return for money invested into the company. 

Share Capital All the issued Shares in a company. 

Shareholder Also known as a Member. A person or body corporate who holds 
at least one Share in a company and is registered in the 
company’s register of Members. The Shareholders of a company 
are the company’s owners. 

Shareholders’ Agreement An agreement made between the Shareholders of a company 
which sets out the terms governing the relationship between them. 
A Shareholders’ Agreement often addresses matters such as the 
issue and transfer of Shares, rights attaching to Shares, 
directorships, etc., but these may be set out in the Articles.   

Share Options A right (but not the obligation) to either buy or sell the company’s 
Shares to another party at a specific price and at a specific point in 
time. 

Special Resolution A Resolution of the Shareholders of a company passed by, on a 
show of hands at a General Meeting, a majority of at least 75% of 
the Shareholders entitled to vote and, on a poll at a General 
Meeting, Shareholders representing at least 75% of the total 
voting rights of the Shareholders who are eligible to vote. 

Stamp Duty  Payable at a rate of 0.5% on the transfer of Shares in a UK 
company (although certain exemptions may be available). 

Stamp Duty Land Tax 
“SDLT” 

A tax payable on transactions involving acquisitions of interests in 
UK land. This may include the creation, surrender, release or 
variation of any land interest. 



 

 

 

Section 431 Election An election often made by an employer and an Employee when 
the Employee acquires Shares in connection with his employment, 
whereby charges under the restricted securities regime are 
avoided. The Employee is charged income tax on acquisition 
where the Employee does not pay market value for the Shares, 
disregarding any restrictions on them. A Section 431 Election must 
be made within 14 days of the Shares being acquired.  

Settlement Agreement An agreement usually made when an Employee leaves a 
company, whereby the Employee agrees to waive any 
statutory claims it may have against the Employer, in 
exchange for a termination payment.  

Start-Up An (often newly created) business or undertaking, of varying forms 
and sizes, which is in the early stages of its operations.  

Subsidiary A company which is controlled by another company (its Holding 
Company). The Holding Company may control the Subsidiary by 
holding a majority of the voting rights in the Subsidiary or may be a 
Shareholder with the right to appoint or remove a majority of the 
Directors. 

Tag Along Rights Rights set out in a company's Articles which enables certain 
Shareholders to force other Shareholders of a set percentage of 
Shares in the company(e.g. 50%) who are selling their Shares to a 
third party to procure that the third party makes the same offer for 
their Shares as well. The remaining Shareholders ‘tag along’ in 
selling the Shares of the company. 

Term Sheet See Heads of Terms. 

Trading Name See Business Name. 

Venture Capital A type of private equity which is used to make investments in early 
stage businesses with more of a focus on growing these 
businesses, as opposed to taking profits during the life of the 
business.  

Winding Up See Liquidation. 

Wrongful Trading A statutory offence committed when a company continues to trade 
when insolvent, which may mean the Directors are personally 
responsible for new debts. 


