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Innovate Poland Program Term Sheet 


The terms used in this document shall have the same meaning as defined in the Call for Investment Proposals.

	1. [bookmark: _Hlk195528060]Innovate Poland Program
	The Innovate Poland Program is a joint organizational and investment initiative implemented by the Organizer in cooperation with the Program Participants. Its objective is to provide Program Participants with exposure to selected funds offering the potential for market returns and operating across the private equity, growth, venture capital, and private debt markets, as well as to support the professionalization of the Polish private capital market. 

	2. Investments in PE/PD/VC funds 
	Investments in PE/PD/VC Funds will be made through alternative investment funds within the meaning of AIFMD.

	3. Applicant 
	An Applicant under the Invitation to submit Investment Proposal may be an entity managing an existing PE/PD/VC Fund or an entity intending to establish a PE/PD/VC Fund.  

	4. Legal Form of the PE/PD/VC Fund 
	The PE/PD/VC Fund is expected to operate as an alternative investment fund within the meaning of AIFMD.  

	5. Model of the PE/PD/VC Fund 
	The PE/PD/VC Fund will execute its investment strategy exclusively through a capital commitment-based fund model.

	6. PE/PD/VC Fund Size, Investment Level under the Innovate Poland Program, and Investor Structure 
	The minimum expected size of a PE/PD/VC Fund is EUR 50 million.
Innovate PL FoF allocations to PE/PD/VC Funds will range from EUR 5 million to EUR 50 million per Fund. Preferred allocation ranges depending on the type of PE/PD/VC Fund are as follows:
· PE Funds: EUR 10-30 million  
· PD Funds: EUR 10-20 million 
· VC Funds: EUR 5-10 million 
An investment made by a vehicle within the Innovate Poland Program shall not exceed 40% of the PE/PD/VC Fund’s total size (where Innovate PL FoF acts as an anchor investor) with a preferred stake of up to 25%.
It is expected that at least 30% of capital contributed to PE/PD/VC Funds will come from independent private investors (e.g., family offices, high-net-worth individuals, pension funds, or commercial fund-of-funds). A proposed list of investors, including at least the category to which each investor belongs, shall be provided at the time of submitting the Investment Proposal. The Organizer shall be entitled to request detailed information in this regard as part of the review process. 
The entity managing the PE/PD/VC Fund is expected to contribute no less than 2% of the Fund’s capital (and in any case not less than 1%), with indirect participation permitted, for example through investment vehicles of the management company or key personnel.  

	7. Investment Strategy of the PE/PD/VC Fund 
	The Investment Strategy presented in the Investment Proposal by the Applicant should include the methodology for selecting and evaluating potential investment projects (portfolio companies), as well as the approach to achieving the objectives of the PE/PD/VC Fund, in particular with respect to: (i) investing in portfolio companies, (ii) increasing the value of portfolio companies, and (iii) executing exits from investments in portfolio companies.
The Investment Strategy will be assessed for its alignment with investor interests and the feasibility of its execution.
In implementing the PE/PD/VC Fund's strategy, it is expected that at least an amount equivalent to the investment made with Innovate Poland Program funds will be allocated toward Polish Qualifying Investments.

	8. Polish Qualifying Investment 
	Polish Qualifying Investment means an investment in a portfolio company that meets the following criteria: 
1. It is registered in Poland (i.e., has its registered office within the territory of the Republic of Poland) at the time of the PE/PD/VC Fund’s initial investment or shortly thereafter (which must be confirmed by appropriate documentation); or
2. It is headquartered outside of Poland but demonstrates a strong connection to Poland by meeting most of the following conditions:
a. Employment: A significant number of employees are employed in Poland;
b. Research and Development: a substantial part of its R&D activities is carried out in Poland, utilizing Polish technological expertise;
c. Founding Team: The founding team or management board includes at least one person of Polish citizenship;
d. Shareholding Structure: The shareholders include a Polish entity, such as a business angel, founder, or early-stage investor;
e. Plans for Further Development in Poland: It presents specific expansion plans in Poland, including, for example, creating new highly qualified jobs, developing R&D activities in Poland, or establishing strategic partnerships with Polish universities and technological ecosystems to stimulate economic growth through technology transfer benefiting the Polish economy. 
To qualify a company as a Polish Qualifying Investment, the Managing Entity must provide justification for meeting the conditions defined in points 1 or 2. Additionally, information regarding the Polish Qualifying Investment must be included in quarterly reporting to investors.

	9. Managing Entity 
	The Managing Entity of the PE/PD/VC Fund will be responsible for managing the Fund and implementing its Investment Strategy, including the management of the Fund’s investment portfolio.
The Managing Entity should demonstrate independence from investors. 
The Managing Entity must provide human resources with the appropriate knowledge and competencies necessary to make autonomous, rational, and profit-motivated investment decisions in line with the Investment Strategy. Furthermore, it must adhere to professional market standards in accordance with the guidelines of Invest Europe, ILPA, or other equivalent venture capital or private equity market organizations. 
The Managing Entity is obliged to inform investors of any changes in its ownership structure.

	10. Key Personnel of the PE/PD/VC Fund
	The Applicant is required to identify key individuals possessing relevant investment experience, skills, and knowledge in managing investment activities and familiarity with the private equity, private debt or venture capital markets, sufficient to enable the implementation of the investment strategy (Key Personnel). It is required to demonstrate experience across the full investment lifecycle, from deal sourcing to successful exit, as evidenced by realized returns. 
The responsibilities of the Key Personnel shall include, in particular, managing the PE/PD/VC Fund and representing the Managing Entity. 
At least two members of the Key Personnel shall dedicate substantially all of their business time to the PE/PD/VC Fund during its investment period.
Reflecting the objectives of the Innovate Program to professionalize the Polish private capital market, the Program is primarily intended for PE/PD/VC Funds that maintain a strong nexus with Poland at the investment team level. A strong nexus with Poland is defined as (i) the Managing Entity of PE/PD/VC Fund maintaining an office in Poland with the presence of senior investment team members, such as partners, directors, investment committee members, or managers responsible for executing investment processes, or (ii) the presence of Polish citizens within the senior ranks of the investment team.
All members of the Key Personnel shall be subject to a Key Man clause in accordance with ILPA standards.

	11. Investment Horizon 
	The operating period for PE/PD/VC Funds should cover a specific investment horizon, with a preferred term of 10 years for PE/VC Funds and 8 years for PD Funds, subject to extension with the consent of the investors. Within the investment horizon, an investment period and a divestment period shall be clearly delineated. Detailed rules regarding the structuring of the investment horizon shall be set out in the Investment Agreement.

	12. Restricted Sectors
	The PE/PD/VC Fund shall not invest in portfolio companies that conduct activities in the following areas:
1. prohibited by the laws of the Republic of Poland or the laws of the country where the company is domiciled;  
2. construction or decommissioning of nuclear power plants;
3. production, processing, or marketing of tobacco, tobacco products, or electronic cigarettes;  
4. production or marketing of narcotics, psychotropic substances, or precursors;
5. gambling;
6. production or marketing of alcoholic beverages; 
7. production or marketing of pornographic content;  
8. GMOs;
9. human cloning;
10. information and communication technologies enabling unlawful access to IT or telecommunications networks or databases, electronic data extraction, or supporting any of the activities listed above; 
11. production of controversial weapons and ammunition, specifically including cluster munitions, biological weapons, chemical weapons, nuclear weapons, weapons produced using radioactive materials, and anti-personnel mines;
12. production of radioactive materials and asbestos fibers;
13. use of controversial fishing methods (drift nets exceeding 2.5 km in length), and activities involving inhumane labor practices, including child labor.

	13. Investment Agreement 
	Each Investment Agreement, regardless of any other terms and the legal form of the PE/PD/VC Fund, shall contain mandatory provisions regarding, in particular, the following matters:
1. defining the rules for managing conflicts of interest and the obligation to inform investors of any situation that could potentially give rise to a conflict of interest;
2. the obligation of the team members and the Managing Entity to act in the interest of investors and with the care required by the professional nature of their activities; 
3. the obligation to ensure an appropriate organizational and management structure necessary to ensure the credibility of the PE/PD/VC Fund’s operations;  
4. the obligation to comply with relevant standards and regulations regarding the prevention of money laundering, combating terrorism, and tax fraud, in particular the obligation not to cooperate with entities registered in jurisdictions included in the EU list of non-cooperative tax jurisdictions;
5. defining the rules for monitoring the PE/PD/VC Fund’s investment portfolio, including the Managing Entity’s obligation to carry out periodic portfolio valuations (at fair value) and to fulfil reporting and information disclosure requirements to investors;
6. defining the rules for changes to key personnel and investors during the investment period, as well as rules related to the removal of the Managing Entity; 
7. defining the rules for the distribution of proceeds from investments among the PE/PD/VC Fund’s investors and the Managing Entity, including rules on the payment of carried interest;
8. defining the liability of the Managing Entity or Key Personnel for actions in breach of the Investment Agreement or in violation of applicable law.

	14. Investment Decision-Making by the PE/PD/VC Fund
	Investment decisions shall be taken by an investment committee.
The Applicant shall specify in the Investment Proposal the proposed composition of the investment committee and its investment decision-making procedures.
Investment decisions shall be taken on market terms, in accordance with best practices in the private equity/venture capital market. 
Depending on the legal form of the PE/PD/VC Fund and the assumed investment decision-making model, the investment committee may be identical with the corporate body authorized to make decisions on behalf of the Fund; in any case, however, its decisions shall be binding with respect to making investment.

	15. Advisory Board / 
Investors' Committee / LPAC
	The PE/PD/VC Fund shall establish a body enabling key investors to exercise investor oversight, such as an Investors' Council or an Advisory Committee (LPAC, LSAC).
The competencies of the body exercising investor oversight shall include, among others, issuing opinions or consents regarding the management of conflicts of interest, assessing the activities of the Managing Entity in line with investors’ interests and the provisions of the Investment Agreement.  
The detailed scope of competencies and the decision-making procedures of the investor oversight body shall be set out in the Investment Agreement.  
For the purpose of evaluating the Investment Proposal, particular importance will be placed on ensuring that Innovate PL FoF has the ability to participate in and exercise voting rights at meetings of the board of investors or advisory committees operating within the PE/PD/VC Fund.

	16. Investors Meeting
	As part of the PE/PD/VC Fund’s structure, an investor oversight body composed of representatives of all Investors shall operate, in the form of a general meeting, shareholders’ meeting, or their equivalents (Investor Meeting).  
It is expected that the Investor Meeting will hold regular meetings, inter alia, to discuss the performance of the PE/PD/VC Fund, the activities of the Managing Entity, and other key matters related to the operation of the PE/PD/VC Fund.

	17. Carried Interest
	It is expected that the PE/PD/VC Fund will include an additional remuneration mechanism in the form of Carried Interest.  
The level of Carried Interest will be proposed by the Applicant, with the expectation that the proposed Carried Interest will be set on market terms and appropriately adjusted to the declared capitalization of the PE/PD/VC Fund.  
Carried Interest shall be payable to the Managing Entity after the return of all capital contributions made to the PE/PD/VC Fund, increased by a minimum rate of return.

	18. Hurdle Rate
	The level of the Hurdle Rate, constituting the minimum return on investment for Investors at which the Management Team becomes entitled to the Additional Remuneration, shall be proposed by the Applicant.  
It is expected that the Hurdle Rate proposed by the Applicant will be set on market terms.

	19. Rules for distribution of proceeds from exits from Investments in portfolio companies
	The distribution model of exit proceeds from investments in portfolio companies shall be consistent with market practice and based on the pari passu principle with respect to distributions among investors.  
It is expected that the proposed model will take into account a hurdle rate and a carried interest split on market terms. The use of a catch-up mechanism in distributions is also permitted.  
The distribution model should assume settlement at the fund level, i.e. a European (fund-as-a-whole) waterfall. 

	20. Reporting
	It is expected that the PE/PD/VC Fund will provide regular and transparent reporting to investors participating in the Innovate Poland Program, including the provision of information and documents necessary for investors to fulfil all legal, regulatory, and corporate obligations related to their investment in the Fund. 
The scope, frequency, and form of reporting, including the required data sets and report templates, will be specified in the Investment Agreement and tailored to the nature of the institutional investors participating in the Program.
In particular, it is anticipated that the Fund will prepare quarterly reports, including net asset valuations at fair value, and annual financial statements subject to audit by a statutory auditor, as well as other reports and information required for regulatory, supervisory, and investors’ internal reporting purposes.

	21. Compliance
	The Managing Entity shall ensure compliance with professional standards in the private equity/ venture capital market and that its activities comply with legal regulations directly or indirectly applicable to the PE/PD/VC Fund’s operations and to the rules governing the making of investments by the Fund.
It is expected that the Managing Entity will implement and ensure compliance with appropriate standards and legal regulations safeguarding against money laundering and tax fraud, as well as those related to counter-terrorism. The Managing Entity shall implement and supervise compliance, at the level of the PE/PD/VC Fund and, where required by law, also at the level of the portfolio companies, with internal procedures safeguarding against money laundering, tax fraud, and terrorism. The Managing Entity shall not maintain any business relationships with entities registered in jurisdictions that do not cooperate with the EU in the fight against money laundering, terrorism, and tax fraud.


	
In the event of any discrepancies or inconsistencies between the Polish and English language versions of this Term Sheet, the Polish version shall prevail.
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