


Template guarantee agreement for the InvestEU Programme
Specific terms and conditions for
direct equity products with pari passu coverage

DISCLAIMER
In any phase of the negotiations prior to entering into a Guarantee Agreement or an amendment thereof with an Implementing Partner, the Commission reserves full discretion as to whether to conclude a Guarantee Agreement or an amendment thereof with an applicant, and no applicant shall have any claim or other right or may expect to ultimately sign a Guarantee Agreement or an amendment thereof as an Implementing Partner. Any negotiation of terms and conditions of the Guarantee Agreement or an amendment thereof (including those included in this template) by no means entails any obligation for the Commission to enter into such Guarantee Agreement or amendment thereof with the relevant applicant.
These terms and conditions have not been adopted or endorsed by the Commission. Any views expressed are the preliminary views of certain Commission services and may not in any circumstances be regarded as stating an official position of the Commission. 

[bookmark: _Toc371666877]
Defined terms to be added in Article 1 of the Agreement [footnoteRef:2] [2:  N.B. Terms in brackets are to be adapted to the type and the number of the Financial Products included in the Agreement.] 


[bookmark: _Hlk150524521]
“Available Equity Guarantee
[/Global] Cap”	means, at any time, the Global Cap, less:
(i) the aggregate Guaranteed Sums claimed from the Commission in accordance with Article 13.4 [of the Agreement], and
(ii) the relevant amount released in accordance with Article 13.7 [of the Agreement] (for the avoidance of doubt, including the relevant amount of the Buffer), and
(iii) the aggregate amounts notified by the Implementing Partner in accordance with Article 11.1 of Annex I, and
(iv) any De-committed or Cancelled Amounts of an Equity Operation after the end of the Signature Period increased with the corresponding amount of the Buffer in accordance with Article 5.3 of Annex I.

“Buffer”	means a portion of the EU Guarantee as defined in Article 13.2 [of the Agreement].

[bookmark: _Hlk151039615]“Eligible Equity Final Recipient”	has the meaning attributed to it in the [relevant] Product Schedule.

“Equity Co-investor”	means a co-investor, investing directly into the same Equity Final Recipient pari passu with the Equity Operation as further set out in Article 6 of Annex I.  

“Equity Final Recipient”	means a Final Recipient which is, with respect to Equity Operations, an enterprise, a special purpose vehicle or another Final Recipient of the funding provided directly by the Implementing Partner, including joint ventures, spin-offs or spin-outs.

“Equity Final Recipient 
Transaction”	means an investment into an Equity Final Recipient carried out by the Implementing Partner under an Equity Operation. [For the purpose of this Agreement, the Equity Final Recipient Transaction means the Equity Operation.]

“Equity Operation”	means a Direct Operation under an Equity Product consisting of an aggregate amount committed by the Implementing Partner into an Equity Final Recipient, increased by any applicable fees and costs payable under the terms of the Operation, comprising on pari passu terms:
(i)	an EU Investment; and
(ii)	an IP Investment.

“Equity Operation Shortfall
Amount” 	means, with respect to an Equity Operation that has been sold, liquidated or otherwise disposed of by the Implementing Partner, an amount, floored at zero, resulting from:
(a) the aggregate of amounts paid by the Implementing Partner under such Equity Operation; minus
(b) the sum of the Equity Reflows and any recallable amounts collected under the Equity Operation.
For the avoidance of doubt, in case of a partial sale, liquidation or disposal the relevant proportional amount shall be taken into account.

“Equity Operation Termination 
Date”	means the earliest date of (i) the date on which an Equity Operation has been finally and irrevocably sold, liquidated, or otherwise disposed of by the Implementing Partner or (ii) 30 September 2046.

“Equity Portfolio”	means a Portfolio of Equity Operations signed by the Implementing Partner under the [relevant] Equity Product as set out in Article 5.2 of Annex I.

“Equity Portfolio
Final Call Amount”	means the EU Investments Outstanding Amount with respect to an Equity Portfolio as at 30 September 2046.

“Equity Portfolio 
Revenues”	means the amounts specified in Article 9.2(c) of Annex I.

“Equity Portfolio Termination 
Date		means with respect to the [relevant] Equity Portfolio, the earliest date of (i) the date falling twelve (12) months after the Equity Operation Termination Date of the last outstanding Equity Operation in the [relevant] Equity Portfolio or (ii) 30 September 2047.

[bookmark: _Hlk144494823]“Equity Product(s)”	means [insert the name of the Financial Product] set out in Product Schedule [insert number] and the [insert the name of the Financial Product] set out in Product Schedule [insert number].

“Equity Reflows”	means any non-recallable amounts received by the Implementing Partner from Equity Final Recipients (including any Recoveries) and any net proceeds received by the Implementing Partner from the Secondary Sales of the Equity Operations.

“EU Investment”	means the portion of the amount committed by the Implementing Partner under an Equity Operation that is covered by the EU Guarantee.

“EU Investment 
Shortfall Amount”	means, with respect to each Equity Operation, the portion of an Equity Operation Shortfall Amount allocated to the EU Investment pursuant to Article 10.1 of Annex I.

“EU Investments 
Outstanding Amount”	means, at any date, the aggregate amounts, including, for the avoidance of doubt, recalled amounts, disbursed by the Implementing Partner under the EU Investments in the [relevant] Equity Portfolio until such date, less:
(a)	the aggregate of the Equity Reflows and any recallable amounts allocated to EU Investments in accordance with Article 9.2(a) of Annex I [in the relevant Equity Portfolio] until such date; and
(b)	the aggregate EU Investment Shortfall Amount paid by the Commission to the Implementing Partner [under the relevant Equity Portfolio].
"Excluded Equity Final 
Recipient”	means an Equity Final Recipient that is (i) engaged in activities referred to in Section B of Annex V of the InvestEU Regulation and/or (ii) falling under any of the exclusion situations as set out under Article 28.1 [of the Agreement] and/or (iii) a Restricted Person, as at the date of the signature of the relevant Equity Operation.

“Funding Cost”	means for each semester from the Effective Date, the aggregate amount of the accrued IP Funding Cost Interest arising on the EU Investments Outstanding Amount determined in accordance with the methodology set out in Annex XII of this Agreement.
[bookmark: _Hlk117688700]
“Independent Management Team”	means a team that exercises a significant degree of autonomy with respect to investment and divestment decisions of the transactions forming part of the individual portfolio of the Implementing Partner which may include:
(a) privately owned teams, whereby the investment team owns majority of the voting shares of the entity that is entrusted in investment management or investment advisory of the individual portfolio of the Implementing Partner, or
(b) teams operating within (or with) a corporate or university structure, a foundation, or any financial institution established under any other form, including crowdfunding platform, provided that the management team makes the final investment and divestment decisions independently.

[bookmark: _Hlk151119226]“IP Funding Cost Interest”	means the interest determined in accordance with Annex XII.

“IP Investment”	means an amount committed by the Implementing Partner under an Equity Operation, that is not covered by the EU Guarantee and that shall rank pari passu with the EU Investment.

“Non-eligible Operation”	means any Operation that was not eligible at the time of compliance required for a relevant eligibility criterion agreed under this Agreement.

“Pari Passu Protection”	means a vertical tranche risk protection in an Equity Operation, as further specified in Annex I.

“Primary Investment”	means an investment (including in the form of debt) in an Equity Final Recipient resulting in financing flowing directly into the Equity Final Recipient during the duration of the Equity Operation. For the avoidance of doubt, it includes buy outs or replacement capital not intended for asset stripping made in connection with a flow of financing by the Implementing Partner to the Equity Final Recipient.

“Secondary Sale”	means the sale, liquidation or otherwise disposal by the Implementing Partner of an existing EU Investment into an Equity Final Recipient or of a portfolio of EU Investments into Equity Final Recipients pursuant to Article 12 of Annex I.

“Third Party Benchmark 
Investor”	means an Equity Co-investor, which is for the purpose of the assessment set out in Article 6.3 of Annex I, one of the following entities:
(a) majority privately owned financial institutions (investing at own risk and from own resources);
(b) fund-of-funds that:
i. are classified as alternative investment funds (AIFs) according to the AIFMD Directive[footnoteRef:3], [3:  Directive 2011/61/EU of the European Parliament and of the Council of 8 June 2011 on Alternative Investment Fund Managers and amending Directives 2003/41/EC and 2009/65/EC and Regulations (EC) No 1060/2009 and (EU) No 1095/2010 (OJ L 174, 1.7.2011, p. 1).] 

ii. are managed or advised by Independent Management Teams, and
iii. whose majority sponsors are not Member States or National Promotional Banks or Institutions or the European Investment Fund or the European Investment Bank or an international financial institution that is majority controlled by Member State(s);
(c) private endowments & foundations;
(d) family offices & business angels (including joint investment vehicles set-up by or with business angels);
(e) majority privately owned corporate investors;
(f) majority privately owned insurance companies;
(g) majority privately owned pension funds;
(h) private individuals; or,
(i) academic institutions (including private research institutions and universities) investing out of their own resources stemming from their commercial activities,
in as much as the above entities: 
(i) do not receive any public incentive for the purpose of the considered investment; and,
(ii) are not already a shareholder of the Equity Final Recipient into which they directly co-invest the Implementing Partner.

Articles from the main part of the agreement adapted to the direct equity products with pari passu coverage 

[bookmark: _Ref93408626][bookmark: _Toc490139563][bookmark: _Toc507662446][bookmark: _Toc529779864][bookmark: _Toc99488507][bookmark: _Ref99491276][bookmark: _Ref99491936][bookmark: _Toc99547558][bookmark: _Toc99548599][bookmark: _Toc99638620][bookmark: _Toc100157476][bookmark: _Toc100158312][bookmark: _Toc100160190][bookmark: _Toc126834011][bookmark: _Toc132972934]Article 13
Scope and amount of the EU Guarantee
13.1 In accordance with the terms of this Agreement, the EU irrevocably, unconditionally and on demand guarantees as a primary obligor and not merely as a surety to the Implementing Partner the full and punctual performance of the Guaranteed Sums.
13.2 [bookmark: _Ref126653799]The amount of the EU Guarantee provided to the Implementing Partner consists of EUR [insert full amount] provided in accordance with Article 13(5) of the InvestEU Regulation out of which an amount of EUR [insert amount] shall be used only for the purposes of calls related to items under Article 13.4(b) [if applicable: and under Article 13.4(d)] (the “Buffer”).
The Buffer shall be established progressively up to EUR [insert amount], whereby with the inclusion of each Operation into the Portfolio by the Implementing Partner an amount equal to [insert percentage] % of the EU Investment in that Operation shall be allocated to the Buffer. 
13.3 The EU shall pay to the Implementing Partner any and all Guaranteed Sums, subject to Article 13.5.
13.4 [bookmark: _Ref151038643]The EU Guarantee may be called with respect to any and all of the following amounts (“Guaranteed Sums”):
(a) [bookmark: _Ref126660659]any EU Investment Shortfall Amount (up to the EU Investments Outstanding Amount as at the Equity Operation Termination Date);
(b) [bookmark: _Ref126660719]the Funding Costs;
(c) the Equity Portfolio Final Call Amounts; and
(d) [bookmark: _Ref126660727][if applicable: specify other amounts covered by the EU Guarantee].
13.5 [bookmark: _Ref205475742]The aggregate amount up to which the EU Guarantee may be called with respect to the Guaranteed Sums shall not exceed, at any point of time, the amount of the EU Guarantee set out in Article 13.2 (“Global Cap”). The called amount of the EU Guarantee in each Claims Form shall not exceed the Available Equity Guarantee [/Global] Cap at the time of its submission.
13.6 The EU shall have no further exposure or liability to the Implementing Partner beyond the Global Cap.
13.7 [bookmark: _Ref210074797]After the end of the Signature Period, any amount of the EU Guarantee that is not allocated to Operations shall be released and the Global Cap and any other relevant available guarantee cap applicable for the relevant Financial Product(s) shall be reduced accordingly.


[bookmark: _Toc99488509][bookmark: _Toc99547560][bookmark: _Toc99548601][bookmark: _Toc99638622][bookmark: _Toc490139565][bookmark: _Toc507662448][bookmark: _Toc529779866][bookmark: _Toc100157478][bookmark: _Toc100158314][bookmark: _Toc100160192][bookmark: _Toc126834013][bookmark: _Toc132972936]Article 15
Calls of the EU Guarantee
15.1 The EU Guarantee may be called in respect of a Guaranteed Sum.
15.2 The Implementing Partner may decide not to call the EU Guarantee immediately or at all, in accordance with its rules, policies and procedures, provided that calls on the EU Guarantee may only be made until twelve (12) months after the relevant Equity Operation Termination Date. For the avoidance of doubt, no calls on the EU Guarantee can be made after 30 September 2047.
15.3 The Parties agree that neither the obligations of the EU under the EU Guarantee, nor the rights, powers and remedies of the Implementing Partner with respect to the EU Guarantee or conferred upon it by law shall be discharged, impaired or otherwise affected by the winding-up, dissolution, administration or reorganisation of the underlying obligor or any other person under any applicable law or any change in the status, function, control or ownership of the underlying obligor or by any obligations of the underlying obligor becoming illegal or unenforceable or ineffective in any respect or by any amendment or variation to any document to which the underlying obligor is a party or by any other act, omission, matter or event which would, but for this Article, reduce, release or prejudice any of the EU’s obligations under the Agreement, except as set out in this Agreement.

[bookmark: _Toc97544718][bookmark: _Toc99488550][bookmark: _Toc99547602][bookmark: _Toc99548643][bookmark: _Toc99638664][bookmark: _Toc100157517][bookmark: _Toc100158353][bookmark: _Toc100160231][bookmark: _Toc124153810]Annex I – Financial Products and Portfolios
[bookmark: _Toc96397561][bookmark: _Toc97544719][bookmark: _Toc99488551][bookmark: _Toc99547603][bookmark: _Toc99548644][bookmark: _Toc99638665][bookmark: _Toc100157518][bookmark: _Toc100158354][bookmark: _Toc100160232][bookmark: _Toc124153811]I. General provisions for Financial Products and Portfolios
Article 1 [bookmark: _Toc99488552][bookmark: _Toc99547604][bookmark: _Toc99548645][bookmark: _Toc99638666][bookmark: _Toc100157519][bookmark: _Toc100158355][bookmark: _Toc100160233][bookmark: _Toc103782309][bookmark: _Toc121927665]
Interpretation
1.1 In this Annex I, a reference to an “Article”, or “Product Schedule” is a reference to such article, or product schedule to this Annex I, except if otherwise specified or the context requires otherwise.
1.2 In this Annex I, a reference to an “Article of the Agreement” is a reference to such article in the main part of the Agreement.

Article 2 [bookmark: _Toc99488555][bookmark: _Toc99547607][bookmark: _Toc99548648][bookmark: _Toc99638669][bookmark: _Toc74817561][bookmark: _Toc74817823][bookmark: _Toc74823159][bookmark: _Toc74823229][bookmark: _Toc74827270][bookmark: _Toc74827382][bookmark: _Toc74837483][bookmark: _Toc100157520][bookmark: _Toc100158356][bookmark: _Toc100160234][bookmark: _Toc103782310][bookmark: _Toc121927666]
Use of currencies and management of currency risk
2.1 [As applicable: insert specific rules concerning non-euro exposures or the mention “Each [Equity] Operation [and Final Recipient Transaction] under this Agreement shall be denominated in euro.”]

Article 3 [bookmark: _Toc99486476][bookmark: _Toc99487463][bookmark: _Toc99488280][bookmark: _Toc99540638][bookmark: _Toc99546885][bookmark: _Toc99547724][bookmark: _Toc99548257][bookmark: _Toc99549854][bookmark: _Toc99605224][bookmark: _Toc99486477][bookmark: _Toc99487464][bookmark: _Toc99488281][bookmark: _Toc99540639][bookmark: _Toc99546886][bookmark: _Toc99547725][bookmark: _Toc99548258][bookmark: _Toc99549855][bookmark: _Toc99605225][bookmark: _Toc99486478][bookmark: _Toc99487465][bookmark: _Toc99488282][bookmark: _Toc99540640][bookmark: _Toc99546887][bookmark: _Toc99547726][bookmark: _Toc99548259][bookmark: _Toc99549856][bookmark: _Toc99605226][bookmark: _Toc99486479][bookmark: _Toc99487466][bookmark: _Toc99488283][bookmark: _Toc99540641][bookmark: _Toc99546888][bookmark: _Toc99547727][bookmark: _Toc99548260][bookmark: _Toc99549857][bookmark: _Toc99605227][bookmark: _Toc99486481][bookmark: _Toc99487468][bookmark: _Toc99488285][bookmark: _Toc99540643][bookmark: _Toc99546890][bookmark: _Toc99547729][bookmark: _Toc99548262][bookmark: _Toc99549859][bookmark: _Toc99605229][bookmark: _Toc99486482][bookmark: _Toc99487469][bookmark: _Toc99488286][bookmark: _Toc99540644][bookmark: _Toc99546891][bookmark: _Toc99547730][bookmark: _Toc99548263][bookmark: _Toc99549860][bookmark: _Toc99605230][bookmark: _Toc99486483][bookmark: _Toc99487470][bookmark: _Toc99488287][bookmark: _Toc99540645][bookmark: _Toc99546892][bookmark: _Toc99547731][bookmark: _Toc99548264][bookmark: _Toc99549861][bookmark: _Toc99605231][bookmark: _Toc99486484][bookmark: _Toc99487471][bookmark: _Toc99488288][bookmark: _Toc99540646][bookmark: _Toc99546893][bookmark: _Toc99547732][bookmark: _Toc99548265][bookmark: _Toc99549862][bookmark: _Toc99605232][bookmark: _Toc99486486][bookmark: _Toc99487473][bookmark: _Toc99488290][bookmark: _Toc99540648][bookmark: _Toc99546895][bookmark: _Toc99547734][bookmark: _Toc99548267][bookmark: _Toc99549864][bookmark: _Toc99605234][bookmark: _Toc99486487][bookmark: _Toc99487474][bookmark: _Toc99488291][bookmark: _Toc99540649][bookmark: _Toc99546896][bookmark: _Toc99547735][bookmark: _Toc99548268][bookmark: _Toc99549865][bookmark: _Toc99605235][bookmark: _Toc99486488][bookmark: _Toc99487475][bookmark: _Toc99488292][bookmark: _Toc99540650][bookmark: _Toc99546897][bookmark: _Toc99547736][bookmark: _Toc99548269][bookmark: _Toc99549866][bookmark: _Toc99605236][bookmark: _Toc99486489][bookmark: _Toc99487476][bookmark: _Toc99488293][bookmark: _Toc99540651][bookmark: _Toc99546898][bookmark: _Toc99547737][bookmark: _Toc99548270][bookmark: _Toc99549867][bookmark: _Toc99605237][bookmark: _Toc99486490][bookmark: _Toc99487477][bookmark: _Toc99488294][bookmark: _Toc99540652][bookmark: _Toc99546899][bookmark: _Toc99547738][bookmark: _Toc99548271][bookmark: _Toc99549868][bookmark: _Toc99605238][bookmark: _Toc99486491][bookmark: _Toc99487478][bookmark: _Toc99488295][bookmark: _Toc99540653][bookmark: _Toc99546900][bookmark: _Toc99547739][bookmark: _Toc99548272][bookmark: _Toc99549869][bookmark: _Toc99605239][bookmark: _Toc99486492][bookmark: _Toc99487479][bookmark: _Toc99488296][bookmark: _Toc99540654][bookmark: _Toc99546901][bookmark: _Toc99547740][bookmark: _Toc99548273][bookmark: _Toc99549870][bookmark: _Toc99605240][bookmark: _Toc74817565][bookmark: _Toc74817827][bookmark: _Toc74823163][bookmark: _Toc74823233][bookmark: _Toc74827274][bookmark: _Toc74827386][bookmark: _Toc74837488][bookmark: _Toc99488556][bookmark: _Toc99547609][bookmark: _Toc99548650][bookmark: _Toc99638671][bookmark: _Toc100157521][bookmark: _Toc100158357][bookmark: _Toc100160235][bookmark: _Toc103782311][bookmark: _Ref119398067][bookmark: _Toc121927667]
State aid [to insert: compliance or consistency[footnoteRef:4], as applicable] [4:  N.B. In the case of supranational Implementing Partners, State aid consistency rules apply based on their specific circumstances.] 

3.1 [Insert specific rules for State aid consistency or compliance, as applicable.[footnoteRef:5]] [5:  N.B. The general clauses on State aid compliance can be found in the template of the main part of the Agreement, which shall be adapted to each specific Financial Product as necessary.] 


Article 4 [bookmark: _Ref117669305][bookmark: _Toc121927668]
General principles of the Financial Product(s) and Portfolio(s)
4.1 [bookmark: _Hlk150512893]The Implementing Partner shall implement the following [insert number of Financial Products] Financial Product(s):
(a) the [insert the name of Financial Product 1];
(b) the [insert the name of Financial Product 2, if any]; 
(c) […];
as each set out in the (relevant) Product Schedule(s).
4.2 [bookmark: _Ref151542429]The Implementing Partner shall set up the following [separate] Portfolio(s) corresponding to [each of its] Financial Product(s):
(a) the [insert the name of Portfolio 1, corresponding to the name of Financial Product 1]; 
(b) the [insert the name of Portfolio 2, corresponding to the name of Financial Product 2];
(c)  […].
4.3 [bookmark: _Ref120010898][bookmark: _Hlk150512939][bookmark: _Hlk150417339][bookmark: _Hlk150417406]Operations shall be included in the [relevant] Portfolio, corresponding to the Financial Product under which the Operation falls, on the date of signature of the relevant Operation [or as Transitional Operations in accordance with Article 19.5 of the Agreement].
4.4 [bookmark: _Ref106060515][bookmark: _Hlk151546955][In case of Financial Products falling under more than one Policy Windows: insert allocation rules between Policy Windows.]
4.5 The amount of each Operation in the Portfolio shall correspond to the outstanding (after deduction of, amongst others, De-committed or Cancelled Amounts reducing an Operation’s principal or book value, as applicable) committed (including both disbursed and not yet disbursed amounts) principal amount of such Operation at the relevant time.
4.6 De-committed or Cancelled Amounts under Equity Operations prior to the end of the Signature Period shall also reduce the Buffer by a corresponding amount. Any De-committed or Cancelled Amounts under Operations may be used during the Signature Period by the Implementing Partner to enter into new Operations [under the same Financial Product] or to increase the amount of existing Operations [under the same Financial Product], provided that such new Operations or increases of existing Operations are approved and entered into in accordance with the provisions of this Agreement.
4.7 Payments to the Commission and to the Implementing Partner shall be made in accordance with Article 16 of the Agreement.


[bookmark: _Ref108608535][bookmark: _Toc121927670]II. Specific provisions for the [direct] Equity Product(s)
Article 5 [bookmark: _Ref117673739][bookmark: _Toc121927671]
Characteristics of Equity Operations 
5.1 [bookmark: _Hlk119408457]The Implementing Partner shall implement the following [insert number of Financial Products] Financial Product(s): 
(a) the [insert the name of Financial Product 1];
(b) the [insert the name of Financial Product 2]; [and]
(c) […];
as each set out in the [relevant] Product Schedule(s).
5.2 [bookmark: _Ref208858136]The Implementing Partner shall set up the following [separate] Equity Portfolio[s] corresponding to [the/each of its] Equity Product[s]:
(a) the [insert the name of Equity Portfolio 1, corresponding to the name of Equity Product 1]; 
(b) the [insert the name of Equity Portfolio 2, corresponding to the name of Equity Product 2];
(c) […].
5.3 [bookmark: _Ref114036254]Any De-committed or Cancelled Amounts under Equity Operations after the end of the Signature Period and the corresponding amount of the Buffer shall reduce the Available Equity Guarantee [/Global[footnoteRef:6]] Cap. [6:  N.B. In case the Implementing Partner has only Equity Products, the Available Equity Guarantee Cap equals the Available Global Cap.] 


Article 6 [bookmark: _Ref119398438][bookmark: _Toc120744117][bookmark: _Toc121927673][bookmark: _Ref203751932][bookmark: _Ref204529734][bookmark: _Ref210075864][bookmark: _Ref210075914]
Investment criteria
6.1 [bookmark: _Ref150503811]The Implementing Partner shall invest exclusively into Eligible Equity Final Recipients in compliance with the criteria set out in the [relevant] Product Schedule.
When implementing Equity Operations, the Implementing Partner shall apply the provisions of this Agreement, in particular Articles 3.2 and 12.1 [of the Agreement], as well as relevant rules, policies and procedures, avoid conflict of interests and take due account of the financial interests of the Union.
6.2 [bookmark: _Ref115179521][bookmark: _Hlk119504616]Equity Operations shall rank pari passu with Equity Co-investors investing in the same risk class (i.e. reference to pari passu principle shall mean "like-risk-like-reward"). For the avoidance of doubt, the fact that the Implementing Partner accepts more favourable terms than applicable for other Equity Co-investors when implementing any Equity Operation shall not constitute a breach of the pari passu principle, as long as the other Equity Co-investors do not receive any advantage. The Equity Operation shall not be subordinated to other Equity Co-investors in any risk class issued by the Equity Final Recipient.
6.3 [bookmark: _Ref120629530][bookmark: _Ref210041135][bookmark: _Hlk138934372][bookmark: _Ref205475871][bookmark: _Ref117669263]At least 30% of total commitments by the Implementing Partner together with the Equity Co-investors to each Equity Final Recipient shall be made by:
(a) Third Party Benchmark Investors, which could be complemented by
(b) [bookmark: _Hlk140046223]the European Investment Fund and/or the European Investment Bank on their own risk and out of their own resources.
The relevant aggregate commitments from Third Party Benchmark Investors shall not account for less than 15% of the total commitments to an Equity Final Recipient in the risk class in which the Equity Operation is made.
6.4 In each case, the investment of investors referred to in points (a) and (b) of Article 6.3, shall be made in the same risk class in which the Equity Operation is made and on a pari passu basis with each other as set out in Article 6.2.
6.5 [bookmark: _Ref120657765]The starting position of the Implementing Partner and the Third Party Benchmark Investors shall be comparable with regard to the Equity Operation, taking into account, for instance, where relevant, the prior economic exposures to the relevant Equity Final Recipient, the possible synergies which can be achieved with the investment, or, without prejudice to Article 6.2, the extent to which the different investors bear similar transaction costs. 
6.6 The Equity Operation and the investment by Third Party Benchmark Investors must intervene at the same time. 
6.7 Investments in Eligible Equity Final Recipients shall take the form of Primary Investments. 

Article 7 [bookmark: _Ref110288735][bookmark: _Toc121927676]
Non-eligible Operations and non-compliance with the exclusion and investment criteria
7.1 [bookmark: _Ref110288687][bookmark: _Ref204530276]The Implementing Partner shall notify the Commission without delay, but in any event within twenty (20) Business Days, if after the signature of an Equity Operation, the Implementing Partner becomes aware that such Equity Operation is a Non-eligible Operation or that the Equity Operation does not comply with the investment criteria set out in Article 6.
7.2 [bookmark: _Ref150503934][bookmark: _Ref110288699]Unless the Commission considers the breach of the eligibility criteria or investment criteria immaterial by sending to the Implementing Partner a notice in this sense, the Implementing Partner shall remove the Equity Operation from the Equity Portfolio within ten (10) Business Days from the notification sent to the Commission in accordance with Article 7.1 and inform the Commission accordingly without undue delay. 
7.3 [bookmark: _Ref110288914]If at any time, through controls and monitoring set out in Article 31 [of the Agreement], the Commission becomes aware that an Equity Operation included in the Equity Portfolio is a Non eligible Operation or does not comply with the investment criteria set out in Article 6, the Commission may send an exclusion notice to the Implementing Partner relating to such Equity Operation, which shall be excluded from the Equity Portfolio upon reception of such notice by the Implementing Partner. 
[bookmark: _Ref110290030]
Article 8 [bookmark: _Toc74817594][bookmark: _Toc121927677]
Coverage of Equity Operations
8.1 Each Equity Operation included in the [relevant] Equity Portfolio shall be covered by a Pari Passu Protection that comprises 50% EU Investment and 50% IP Investment ranking pari passu.
8.2 Each Equity Operation included in an Equity Portfolio shall be covered individually by the EU Guarantee up to the amount of EU Investment of that Equity Operation, in accordance with this Agreement.
8.3 The Implementing Partner shall ensure the funding required to finance the EU Investment under Equity Operations included in the [relevant] Equity Portfolio.

Article 9 [bookmark: _Ref116284913][bookmark: _Toc121927678]
Allocation of Equity Reflows and recallable amounts
9.1 [bookmark: _Ref116457501][bookmark: _Toc75956478][bookmark: _Toc76329507][bookmark: _Toc76331513][bookmark: _Toc84078297][bookmark: _Toc84105370][bookmark: _Toc84532860][bookmark: _Toc87181633][bookmark: _Toc87290642][bookmark: _Toc87291024]Equity Reflows and any recallable amounts[footnoteRef:7], other than Recoveries in cases referred to in Article 9.3, received by the Implementing Partner with respect to Equity Operations under the [relevant] Equity Portfolio, with the exception of the situation described in the last subparagraph of this Article 9.1, shall be allocated (after application of any net negative or positive interests and the deduction of any bank charges) pari passu and pro rata between: [7:  Recallable amounts shall be allocated only as set out in Article 9.2(a).] 

(a) [bookmark: _Ref119398177][bookmark: _Ref121930372]the EU Investment, and the amount so allocated shall be treated pursuant to Article 9.2; and 
(b) the IP Investment. 
In case of a Secondary Sale whereby the IP Investment was not subject to it due to the circumstances set out in Article 12.6, the resulting Equity Reflow shall be allocated to the relevant EU Investment only.
9.2 [bookmark: _Ref119398140]The aggregate amounts allocated to the EU Investment pursuant to Article 9.1(a)10.1(a) shall be further allocated in the following manner:
(a) [bookmark: _Ref121930400]first, to reduce the EU Investments Outstanding Amount [in the relevant Equity Portfolio], whereby, for the avoidance of doubt, any such amounts shall not reduce the Available Equity Guarantee [/Global] Cap;
(b) [bookmark: _Ref116557847][bookmark: _Ref120611450]second, after the EU Investments Outstanding Amount [in the relevant Equity Portfolio] has been reduced to zero, to the EU up to the aggregate amounts paid by the Commission with respect to the EU Investment Shortfall Amount [in the relevant Equity Portfolio], or with respect to the Equity Portfolio Final Call Amount, which shall be paid to the Commission in accordance with Article 16 of the Agreement;
(c) [bookmark: _Ref119398338]third, any remaining amounts, to the EU and shall constitute Equity Portfolio Revenues, which shall be paid to the Commission in accordance with Article 16 of the Agreement.
9.3 [bookmark: _Ref126309107][bookmark: _Ref151047181]Recoveries paid by any Equity Final Recipient to the Implementing Partner under an Equity Operation as a result of Irregularities or fraudulent actions of an Equity Final Recipient, or as a result of the exclusion of an Equity Operation from coverage by the EU Guarantee following the process set out in Article 7, shall be allocated pari passu and pro rata to the size of the EU Investment and IP Investment relative to the Pari Passu Protection:
(a) to the Implementing Partner; and 
(b) [bookmark: _Ref126310017]to the EU, and the amount so allocated shall be paid to the Commission in accordance with Article 16 of the Agreement.

Article 10 [bookmark: _Ref116558103][bookmark: _Toc121927679]
Allocation of an Equity Operation Shortfall Amount
10.1 [bookmark: _Ref202953820]The Equity Operation Shortfall Amount shall be allocated pari passu and pro rata between the EU Investment and the IP Investment of the relevant Equity Operation. Notwithstanding the preceding sentence, if the IP Investment was not subject to a Secondary Sale due to the circumstances set out in Article 12.6, the resulting shortfall amount shall be allocated to the relevant EU Investment only as EU Investment Shortfall Amount.

Article 11 [bookmark: _Toc121927680]
Release of the EU Guarantee
11.1 [bookmark: _Ref120609196][bookmark: _Ref120609531]As from the end of the Signature Period and on an annual basis thereafter, the Implementing Partner shall notify the Commission any amounts of the EU Guarantee that are not necessary anymore for the coverage of the Guaranteed Sums. Such notified amounts of the EU Guarantee and the corresponding amounts of the Buffer shall be released and the Available Equity Guarantee [/Global] Cap shall be reduced accordingly.
[bookmark: _Ref113543701][bookmark: _Ref113553617]
Article 12 [bookmark: _Ref119398368][bookmark: _Ref112243934][bookmark: _Ref112949036][bookmark: _Toc120744127][bookmark: _Toc121927681][bookmark: _Ref121930085]
Secondary Sales
12.1 The Implementing Partner shall have the right to execute Secondary Sales in accordance with and pursuant to the terms of the Implementing Partner’s internal rules and procedures.
12.2 [bookmark: _Ref113604899][bookmark: _Ref117667666]Upon the sale of an EU Investment, the Implementing Partner shall be entitled to retain such amounts as may be required for the satisfaction of any accrued or contingent obligations, costs or liabilities relating to such divestment in accordance with the applicable documentation. Any Equity Reflows resulting from the Secondary Sales of Equity Operations shall be allocated as set out in Article 9.
12.3 If, on or after [1 January 2040], any Equity Operations are outstanding, the Implementing Partner shall attempt to sell or liquidate all outstanding Equity Operations, in accordance with and pursuant to the terms of its internal rules and procedures. 
12.4 If, by 30 September 2046, the Implementing Partner has not sold or otherwise liquidated all of the Equity Operations, the Commission and the Implementing Partner acknowledge that in respect of Equity Operations, which remain outstanding at that date, their market value shall be deemed zero as at that date and the Implementing Partner shall be entitled to call on the EU Guarantee for the Equity Portfolio Final Call Amount.
12.5 [bookmark: _Ref112948775][bookmark: _Ref117667696]Should the Implementing Partner eventually liquidate or divest remaining Equity Operations after 30 September 2046 or receive any Equity Reflows in respect of divested Equity Operations, the amounts so collected by the Implementing Partner shall be treated in accordance with Article 12.2. Furthermore, the Implementing Partner shall provide the Commission by 15 February each year following the date specified in this Article with a simplified annual report on the items referred to in this paragraph. The template of such report shall be agreed between the Parties.
12.6 [bookmark: _Ref117674007][bookmark: _Ref205471402][bookmark: _Hlk151121607]The sale of an EU Investment shall also include the sale of the IP Investment, unless this is prevented by a co-investment obligation of the Implementing Partner required with regards to other resources invested in or alongside the same Equity Operation. The sale of an IP Investment shall also include the sale of the EU Investment.

Article 13 [bookmark: _Toc121927682]
Equity Portfolio Termination
13.1 [bookmark: _Ref112948784][The/Each] Equity Portfolio shall be terminated at the [relevant] Equity Portfolio Termination Date. 



[bookmark: _Toc121927692]Product Schedule(s)[footnoteRef:8] [8:  N.B. A separate Product Schedule will be included for each Financial Product.] 

	Name of the Financial Product 
	[insert the name of the Financial Product]

	Type of financing provided by the Implementing Partner
	Investments in the legal form of equity directly into Equity Final Recipients.

	Use of Policy Window(s) and EU Guarantee amount per Policy Window
	The allocated amount of the EU Guarantee under the [insert the name of the Policy Window] is up to EUR [insert amount of the EU Guarantee].

	Indicative Size of the Equity Portfolio 
	EUR [insert the aggregate amount of the foreseen Equity Operations]]

	Policy objective(s)
	Equity Final Recipients shall be active in one or more of the following areas within the targeted geography:
[insert the detailed description of the policy objectives/target areas of the Financial Product]

	Eligible Equity Final Recipients 
	Eligible Equity Final Recipient means an Equity Final Recipient, which shall:
(a) be established and operating in a Member State or in an OCT, and 
(b)  comply with the eligibility criterion set out in Article 24(6)(a) of the Agreement, and
(b) not be Excluded Equity Final Recipient, and
(c) [insert any other applicable requirements depending on specific circumstances of the Financial Product].
An Eligible Equity Final Recipient, which is an enterprise, shall be considered to be established and operating in a Member State or in an OCT, if at the time of the first investment by the Implementing Partner it is:
(i) incorporated in a Member State or in an OCT, or has legal presence in a Member State or an OCT through a subsidiary or other form of legal entity and 
(ii) is exercising its main activities in one or more Member States or OCTs. 
For Eligible Equity Final Recipients in early stage with insignificant operations, the assessment of their main activities shall be based on the Eligible Equity Final Recipient’s business plan at the time of the first investment by the Implementing Partner.
In addition, in case of an investment by the Implementing Partner into a specific project, such projects shall be situated in a Member State or in an OCT, or they shall constitute Cross-border Projects.

	Targeted geography
	[insert the targeted geographical scope of the Financial Product]

	The invested amount into Equity Final Recipients
	The aggregate amount of investments via one or more Equity Operation(s) into an Equity Final Recipient shall not exceed EUR [insert amount].

	Term of investment 
	The term of Equity Operations shall fall between [insert the minimum term in years] and [insert the maximum term in years] years.

	Framework Operations
	[insert: “Framework Operations are allowed.” or “Framework Operations are not allowed.”]

	Eligibility Checklist Procedure
	[applicable/not applicable]

	Other relevant elements
	





[bookmark: _Toc121151114]Annex XII – 
IP Funding Cost Interest calculation methodology
[to insert the relevant conditions and clauses]



