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across 26 nationalities. Our people are our strength and we are
committed to being inclusive and egalitarian.

We have a sectoral approach and focus on all types of business.
With extensive knowledge and experience, we offer our clients the
most sophisticated advice, covering ongoing and transactional.

We foment an innovation culture applied to the legal activity,
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resources to contribute greater efficiency.

We offer optimal value thanks to our highly specialized teams
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to offer efficient solutions.
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the union, strength and

wisdom of private capital

The Portuguese Private Equity Association (APCRI) is the

organization that represents the private equity and venture capital
industry in Portugal. Its mission is to protect the common interests
of the entities that pursue venture capital investments in Portugal.

www.apcri.pt

All entities that carry out, foster or contribute to venture

capital investments are qualified to be members of the
APCRI, particularly the following:

Banks, insurance
companies and pension
fund management
companies

Venture capital
companies and
investment companies
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Together, we promote venture capital as one of
the drivers required for economic growth, and we
contribute to shaping the future in a positive way.
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Prologue

The Portuguese Private Equity Association (“APCRI,” in its Portuguese acronym) aims to
(i) continue fulfilling its role as the representative of the general common interests

of private equity and venture capital operators in Portugal, and (ii) contribute to
disseminating the characteristic good practices of this activity.

Essentially, the APCRI’s three objectives are the following:

1.

To keep abreast of all the changes
underway—or necessary—to ensure
Portugal has a competitive legal, tax

and regulatory regime for private equity
activity. The reference and benchmark
for the dissemination and lobbying work
to be carried out in Portugal must be
analyzing the evolution taking place in the
most advanced countries, always in line
with Invest Europe’s legal/regulatory and
tax committees.

2.

To promote the creation and
dissemination of information about

the sector in Portugal and in Europe,
particularly on statistical and activity
performance, as well as the dissemination
of industry standards, always in line with
the Invest Europe structure.

In this respect, this Best Practices Guide for our sector contributes to its dissemination
and sustainable growth objectives. Therefore, we are delighted to join this initiative,
which we think will help the Portuguese economy grow with the participation of the
private equity sector that the ACPRI represents.

3.

To focus on the training of professionals
already working in the sector, while also
promoting events, particularly those that
may have greater impact. It must also
incentivize the creation of information
and studies and, above all, promote

their dissemination if they are useful or
necessary for the performance of private
equity and venture capital operators,
affording greater exposure to this activity
in the country, always in line with the
Invest Europe structure.




Introduction

Private equity and venture capital funds - in their multiple
forms - have a vocation for medium and long-term investment.
t is essential that a relationship based on trust, transparency
and a balance of interests exists between investors and the
management team in order to provide stability to these funds
and so they can fulfill their investment strategy.

In this respect, structures subject to principles of good
governance allow the alignment of all the interests underlying
the private equity and venture capital funds. To create those
structures, it is essential to implement a series of measures
that can prevent and manage situations that may give rise to
conflicts of interest among the various parties involved.

Principles of good governance allow the alignment
of all the interests underlying the private equity
and venture capital funds




Introduction

This Guide presents a set of best practices and
proposals for action based on the following principles,
each of which are treated separately in this document:

These principles shall be considered during the whole
life of the venture capital and private equity fund, from
the fundraising process and the creation and investment
of assets to their divestment and the dissolution and
winding up of the funds.

Block |
Alignment
of interests

Block Il
Governance

Block Il
Deal Structuring
and Investment
Strategy

Block IV
Transparency

These principles are not in any case intended to replace
or limit the potential negotiating capacity of managers
and investors in relation to the design and definition of

the governance of the corresponding firms.

read more + read more + read more + read more +

This Guide has been prepared based on applicable
Portuguese and European regulations and on the best
practices recommended by the Institutional Limited
Partners Association (ILPA).

Hereinafter, each venture capital and private equity
entity will be referred to as “Fund”; the management
team (or, in general terms, the company managing the
Fund) will be referred to as the “GP” or “Manager” and
the Fund unitholders or shareholders will be referred to
as the “LP” or “Investors”.
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Relevant aspects

As a basic principle for the governance of the
fund, it is essential that the interests of the GP
and the LPs are aligned.

This requires the GP’s commitment both in
terms of time dedication to the Fund and in
economic terms (in the sense of the investment

commitments that they personally subscribe to
in the Fund).

Sometimes, after setting up the Fund (and its
final closing), the Manager will set up funds with
an investment policy similar to the one of the
Fund (successor funds).

The setting up of these types of successor funds
should be regulated in the Fund’s management
regulations (“LPA”) to ensure that, in such
circumstances, the GP continues to devote the
necessary time to the proper management of
the initial Fund.

Also, before the setting up of the Fund, the

GP may have entrusted the management of
other funds (predecessor funds) - in which the
Investors may have previously invested - that
also require some commitment from the GP
(usually with respect to properly divesting from
those predecessor funds).

The GP shall devote a certain amount of time to
the Fund, the predecessor and successor funds
that represents a substantial part of their business
activities. This material time dedication to the
Fund may be provided for in the LPA.

For this, the annual report of the Fund must list, at
least generally, other Funds management activities
carried out by the GP during the year.

The LPA should clearly establish under what
circumstances the setting up, marketing and
investment period of a successor fund can be
undertaken, as well as the rules of coexistence
between the Fund and the successor fund.

It should also describe to what extent the
setting up of the successor fund affects the Fund
management fee received by the GP.

However, it is recommended that the GP does

not set up a successor fund, particularly one with
similar target investments, until the end of the
investment period of the relevant Fund, or until the
capital of the relevant Fund has been substantially
invested, generally in a specific percentage
foreseen in the LPA.
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The LPA should provide for the GP’s personal
commitment and its manager to invest in the
Fund, either directly or indirectly, in equivalent
conditions to the rest of the Investors (pari passu)
or in other specific conditions as provided in the
LPA, namely, the investment by the GP in the Fund
may have different economic rights granted to this
(e.g., the right to receive distributions on other
terms, success fee carried interests, reduction in or
exemption from the payment of the management
fee, etc.).

The LPA is expected to establish the minimum
investment commitment by the EG.
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Relevant aspects

The term of the Fund is a relevant matter for
aligning the interests of the GP and LPs.

In this respect, the period for attracting
investors cannot be indefinite, the funding
phase is generally subject to a deadline (the so
called “Final Closing” of the Fund) upon which
the Fund will be closed for new investors. The

purpose is to ensure that the Manager devotes
sufficient time to the management of the
Fund and begins that management as soon

as possible.

Furthermore, depending on the investment
policy of the Fund, investment and divestment
within the initially envisaged periods may be
difficult, so it is not uncommon to establish
extension mechanisms to spread the life of the
Fund, or more specifically the investment or
divestment periods.

While venture capital funds are structured as
finite partnerships, usually with a life span of 10
years, extensions of a year or two are standard,
depending on the portfolio status. The Fund
will invest aggressively in the first 2-5 years
and seek to realize returns on its portfolio
investments in 6-8 years.

The Manager shall ensure that the period for
attracting investors finishes in a reasonable time
after the first closing, which shall be determined in
the LPA (e.g. the Final Closing).

To maintain equal investor treatment and
conditions, investors committed to investing in
the Fund usually pay an equalization fee or interest
after the first closing and until the final closing.
This fee is usually equal to the preferred rate of
return calculated for the period between the first
closing and the entry of the investor.

The possibility of establishing an equalization fee
is considered as compensation for Investors that
entered in previous closings of the Fund, as with
their contributions they would have financed the
first disbursements of the Fund, thus benefiting
later Investors.

If there are any exceptions to the payment

of equalization fees for certain Investors, the
objective conditions that must be met by such
Investors in order to benefit from said exceptions
should be provided for in the LPA.
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For the purposes of calculating the internal rate

of return (IRR) of the Fund, Investors who have
entered in subsequent closings will be deemed to
have been admitted at the first closing of the Fund.

The term of the Fund may be extended provided
those extensions are approved by the majority of
the Investors (in the relevant unitholders meeting),
under proposal from the GP. In any case, the LPA
should provide for a maximum time limit for the
extensions, which may not exceed the initial
duration, pursuant to Portuguese law.

If the extension of the term of the Fund is not
approved, the GP shall proceed to winding up

the Fund under the terms provided for in the LPA,
providing the Investor with information on

the conditions in which said winding up will

be carried out.

If the GP considers extending the life of the Fund, it
must provide the Investors with clear information
on the reasons for such extension, the conditions
in which this will be carried out (including its
economic terms, such as possible reductions in

the management fee), and the mechanisms for
approving the extension provided in the LPA.

10
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Relevant aspects

As remuneration of the Fund management
work, the GP is entitled to receive a
management fee, which will charged to
the Fund itself and therefore paid for by
the actual LPs.

To ensure a balance of interests between the GP
and LPs, the management fee shall correspond
to the commitment assumed by the GP in
carrying out the Fund’s management work and
shall be clearly regulated in the LPA.

The LPA shall clearly provide the terms of the
management fee, including its amount, its basis of
accrual and payment.

The LPA should also foresee the calculation basis
for the management fee.

At the end of the investment period, or any other
reasonable period established in the LPA, the
possibility of modifying the calculation basis for
the management fee according to other possible
formulas should be assessed, without prejudice to
the fact that, in such a case, the most reasonable
measure is for that basis to become the capital
invested by the Fund. If the calculation basis
becomes the invested capital, that basis must

be reduced by the amount of the corresponding
divestments made or investments that have been
written off.
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The management fee shall be in line with a
reasonable cost and wages structure for the GP.

Information on the management fee received (or
to be received) by the GP should be included in the
regular information sent to the LPs, specifying the
basis for calculation.

A performance-based management fee attributed
to the GP may be established in the LPA together
or as an alternative to the carried interest
mechanism detailed in section 4 below.

11
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Relevant aspects

Specific economic rights different from other
Investors’ rights are usually granted to the GP
and its managers, depending on its exposure
from its own investment in the Fund (e.g.,
carried interest).

To be entitled to carried interest, the GP and
its managers are required to have made an
investment in the Fund. Under the carried
interest mechanism, the GP is entitled to a
share of the returns on the Fund, previously
agreed with the LPs, calculated on the capital
gains generated by the Fund (catch up and
carried interest), once the investors have been

repaid of all capital contributions, as a preferred

return or hurdle rate.

The carried interest is considered as one of the
main financial incentives for the GP, therefore,
an adequate regulation of the same is essential
for aligning the GP and LPs interests.

The industry standard for carried interest split
is 80/20, where the investors retain 80% of
the profits and 20% go to the fund managers.
Carried interest should be calculated based

on net rather than gross profits, according to
best practices. LPs also prefer fund level over
deal-by-deal basis calculation of carry, which
allows them to recover their capital and the
preferred return first, before any carry split.

The LPA must ensure that the economic rights
granted to the GP are structured in a balanced way
to motivate and encourage the GP and ensure that
LPs’ interests are protected.

The GP’s share of returns (other than the
management fee) should be paid provided the
LPs have been first repaid of the amounts of their
capital contributions and preferred return (if
applicable).

It is common practice for the LPA to provide
that, after the LPs are repaid for their capital
contributions and their preferred return, the

GP will receive a percentage of return (“catch
up”) based on the preferred return that the LPs
would receive. After the catch up, the GP will
also be entitled to the carried interest, which is a
percentage of the remaining returns on the Fund.
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The annual reports sent to LPs must detail the
total amount accrued in favor of the GP and the
amount that must be distributed to LPs and the GP.

The LPA should regulate the circumstances
whereby the GP received any exceeding amounts
not according to the LPA, by setting up specific
provisions, according to which the GP may be
required to return any excess compensation
received (“clawback”) associated with an escrow
account mechanism, where at least part of the
compensation to which the GP could be entitled
would be deposited for a certain period of time or
until the occurrence of a certain event.

12
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Relevant aspects

The LPA may provide that the proceeds
received resulting from the Fund’s Investments
are retained for reinvestment, or that the LPs
are required to return any amounts to the Fund,
if these have already been distributed to them.

If the retaining of proceeds or the return of
amounts previously distributed from the LPs for
reinvestment purposes is foreseen (temporary
distributions), the LPA should detail upon which
conditions such reinvestm ent can be made.

Moreover, it is highly recommended that such
reinvestments are subject to quantitative and time
limitations.

The standard is that reinvestment cannot exceed
the capital invested (the acquisition price) in the
asset that gave rise to the income distribution
subject to reinvestment.

The GP should detail in the annual reports how the
reinvestment by recalled distributions is in the best
interest of investors.

Block Il
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Relevant aspects

Portfolio Companies may be a source of income
for GPs, other than the Management fees,
success fees or shared profits, and also for
other companies or related persons (such as
GP’s employees, partners, advisers or other
affiliates).

In such circumstances, such income is
considered as GP’s (and/ GP’s affiliates)
additional earnings and must be properly
regulated in the Management Regulation.

The Investors shall be provided with clear
information on the nature and origin of all fees paid
directly or indirectly by the Portfolio Companies

to the GP or any of its affiliates. These may not be
excessive in relation to the size of the Fund and to
those companies.

This type of income must be dealt with in a
case-by-case basis, taking into consideration the
underlying funds. The LPA should clearly provide
about the specific nature of such income and

its implications. The annual reports of the Fund
should also provide information on this matter.

Depending on the size of the Fund, it is market
practice for the LPA to provide that the GP
proceeds resulting from underlying Fund
investments (other than management fee, success
fees and carried interests) are set off by the
management fee, either in whole or in part. In this
case, the amount of such proceeds set off against
the management fee should be included in the
regular information to LPs. The compensation
percentage applied would, therefore, be reflected.

Block Il
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The LPA must clearly identify the type of

: 5 organizational and marketing expenses that will be
N oot borne by the Fund and their limits with respect to
’,r | rees its total investment commitments.

Usually, the setting up expenses assumed
by the Fund include lawyers, accounting and

PEIEVZT aSpectS administrative fees.

Likewise, the LPA must list (not necessarily

The process of attracting investors and setting exhaustively) the operating expenses of the Fund,
up the Fund can be expensive; therefore, it such as auditing, legal advice, taxes, payment of
should be suitably regulated in the LPA so that service providers, notaries and records, etc., as well

investors can assess its impact on profitability.

as the amount of these expenses to be borne by
the Fund itself. Any excess over such limits should

The same is also applicable to the on- be borne by the GP.

going costs of the Fund resulting from its

: : The LPA may also establish a one-off structuring
management and business operation.

fee to cover the initial costs incurred by the GP

. : : with the setup of the Fund.
Consequently, it is essential to provide an

adequate level of transparency and foresee clear
limits for the impact of the various expenses of

the Fund.
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Relevant aspects

On certain occasions, the GP, their partners,
directors or employees, can co-invest with
the Fund, or make parallel investments, in the
Portfolio Companies.

These situations can potentially create conflicts
of interest between the GP and LPs.

Y
p

(/
d

" w
i,;j
fl /;
7

If allowed, the LPA must provide for the possibility
of the GP (as well as its partners, directors and
employees) to make co-investments with the Fund
or parallel investments in Portfolio Companies,
establishing the specific conditions that must be
met in such circumstances.

It is market practice for the LPA to determine
that such co-investment take place only at the
same time and subject to the same terms and
conditions (including exit from such investment)

as the Fund’s investment in the Portfolio Company.

In addition, such co-investment will be subject
to prior scrutiny by the Fund'’s Supervisory
Committee (or Advisory Board) and will require
its non-objection to proceed.
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The GP should not invest in targets that are

more suitable for the Fund to invest. The Fund
should invest in targets that are directly or
indirectly owned by GP and its managers or family
members, unless the Supervisory Committee

has not objected.

The GP must always refrain from co- investing
in deals that may potentially generate conflict of
interests with the LPs.

16
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Relevant aspects

LPs may be interested in making parallel
investments in Portfolio Companies. The faculty
of the LPs to co-invest with the Fund and the
respective conditions should be detailed in the
LPA and executed transparently.

The LPs co-investment is being commonly
accepted by international Funds, and it is also
becoming a trend in the Portuguese market.

The conditions under which investors may
co-invest with the Fund, as well as the criteria
under which such opportunity of co-investing
with the Fund can be made available by the GP
to the LPs, should be regulated in the LPA.

The LPs should also be informed of any possible
additional fees that the GP would be entitled

to receive relating to co-investment executed
opportunities.

Co-investment opportunities shall only be
presented to the Investors if aligned with the
Fund’s best interests.

For strategic business development reasons and
Jor size of the Investor in the Fund, differential

access to co-investment is possible, as long as this

is provided by the LPA.

Usually, these co-investment situations should
be previously submitted to the Supervisory
Committee and subject to its non-objection.

Block Il
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Relevant aspects

Regular reporting to LPs is one of the essential
tools to assure transparency in the relationship
between the GP and the LPs; they also permit LP’s
exercise of control over the Manager’s activity.

LPs shall be provided with annual reports including,
among other aspects:

details of investments made;
the audited financial statements of the Fund;

a breakdown of fees and expenses (at least covered
by categories), particularly management and
success fees, as well as income from underlying
investments;

an explanation of valuations, specifying the
methodology used.

LPs shall also be provided with a quarterly report
including, among other aspects:

unaudited quarterly profit and loss statement
and balance sheet;

fund leveraging plan, including commitments and
unpaid balances of the financing facilities used,;

information on material changes in investments;

comments of the GP on changes during the
quarter.
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LPs shall be provided with a summary of
investments and divestments made by the
Fund, including a breakdown of them, with the
corresponding safeguarding of data that may
be subject to legal or contractual confidentiality
requirements.

The GP will keep Investors informed of:

any requirement or penalty imposed by the
supervisory authorities on the GP or with respect
to the Fund;

material contingencies or responsibilities
that arise or that are generated during the life
of the Fund, and

any material breach of any of the clauses
of the LPA.

LPs shall keep the information aforementioned
strictly confidential.

18
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The Supervisory Committee, also often called the
Advisory Board, is presented as an advisory body
for resolving issues of Fund governance, as well as
possible conflicts of interest that may arise.

Generally, it is a body composed by the Fund’s
main Investors.

Subject to its proper running, the Supervisory
Committee can be an especially relevant body for
promoting and implementing good governance
practices of the Fund and resolving situations
where a conflict of interest may arise.

11. Supervisory Committee

Applicable best practices

11.1.

11.2.

11.3.

The option for setting up a Supervisory Committee
should be included in the LPA.

In such case, the LPA will list the composition
and powers of the Committee, which generally
comprise the valuation of assets that exceed the
pre-defined maximum investment per Company,
governance issues and terms and conditions of
the Fund, and the resolution of potential conflicts
of interest (e.g., those arising from related party
transactions).

The Supervisory Committee resolutions cannot,
in any way, replace the mandatory consent

of the Investors for certain matters as provided
for in the LPA.

Block | Block Il Block Ill | Block IV @

11.4. The Supervisory Committee should meet at least
once a year, but should be convened whenever
necessary, by request of the GP or its members.

11.5. The GP should promptly inform the Supervisory
Committee of any transactions during the
investment period that may give rise to
potential conflicts of interest, including any
Fund’s transactions with GP’s related parties
(e.g., partners, directors or employees).

20
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LPs must be able to remove the GP with or
without cause.

The GP may be entitled to compensation
depending on the cause of the removal.

The removal of the GP can only take effect
where a new GP has been selected.

12. Removal of the GP

Applicable best practices

12.1.

12.2.

12.3.

The removal of the GP, including the conditions
on compensation of the GP in the event of
replacement (with or without cause), is not

laid down in the law, so these terms should be
established in the LPA.

LPs may have the right to remove the GP without
cause, upon a resolution with an appropriate
majority (e.g. qualified) taken on a unitholders
meeting.

However, removing the GP without cause should
trigger a compensation to which the Manager
may be entitled, as well as the possible payment
of success fees accrued until the removal or after
this, depending on the phase of the Fund’s life
cycle when the GP is removed (e.g., investment or
divestment phase).
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12.4. Likewise, Investors shall have the right to remove

12.5.

the GP with cause, which should be foreseen in the
LPA (e.g., fraud, gross negligence, the committing
of crimes of an economic nature related to the GP’s
activity, bankruptcy or material breach of their
legal and contractual obligations). In such cases,
the removal should be approved by a resolution
taken by an appropriate majority (e.g. simple
majority) of the unitholders meeting.

In case of a removal with cause, the GP should
only be entitled to receive the Management fees
accrued until the removal.

21
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13. Key Executive Clauses

The main members of the investment team,
usually GP executive directors or the so-called
“Key Person” or “Key Executives,” are one of
the most relevant aspects to be considered by
a potential Investor when deciding whether to
invest in the Fund.

The Key Person or the Key Executives must
dedicate significant time to the management

of the Fund. Therefore, any substantial change
involving them is generally considered as a
material change of the conditions under which
the Fund was set up. Such situations (the “Key
Executive Events”) and their consequences,
should be seriously taken into account in the LPA.

] emmz
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Applicable best practices

13.1.

13.2.

13.3.

13.4.

The LPA must identify the Key Persons
or Key Executives.

The Key Person or the Key Executives are required
to be part of the GP.

The Key Persons or Key Executives should inform
the Investors of any situation that can substantially
affect their dedication to the Fund.

The LPA must incorporate appropriate clauses
relating to Key Persons or Key Executives,
in particular:

a detailed description of the cases of departure
of Key Executive(s), linked to lack of commitment
or material breach and under what circumstances
the Key Executive(s) departure may have harmful
consequences for the operation of Fund,

that is, the LPA should properly identify the

Key Executive Events.
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if the Key Executive(s) is/are not replaced within

a given period of time following the occurrence

of a Key Executive Event, the LPA should provide
about the suspension of the investment period
until such replacement takes place, unless the LPs,
by means of the appropriate majority foreseen in
the LPA, agree on the reopening of the investment
period during the selection of a replacement Key
Executive, or accept the departure of the Key
Executive without the need for a replacement;

if no replacement is made for the departing Key
Executive(s), or if their departure is not accepted
without the need for replacement within a period
established by the LPA, it must determine the
measures determined that may include the
replacement of the GP or the dissolution and
winding up of the Fund, if so agreed by the LPs
with the appropriate majority.
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Applicable best practices

14. Investment Policy

14.1. The investment strategy must be clearly defined
in the LPA, determining the relevant jurisdictions,
the type of Portfolio Companies in which the
Fund aims to invest, the maximum amount of
each investment, concentration restrictions,
indebtedness, as well as a list of excluded sectors in
which the Fund will not invest.

14.2. The investment policy, comparable to the

corporate object of companies, limits the range
The investment policy of the Fund is one of the of action of the Funds and allows to differentiate

key aspects for an LP to decide to investin a them according to sectors in which they primarily
Fund. A well established strategy blends macro invest and the types of investment they specifically
sector trends data with the Fund managers’ intend to make, letting Investors to adequately
insights and analysis, and usually an investment choose the funds they want to participate in
strategy is a combination of the Fund manager’s according to the principle of specialization.

expertise, the market opportunity within
the sector, geographic advantages, stage of
investments, and the size of the Fund.

It is therefore essential that the Fund

Investment Policy is clear and properly
drafted in the LPA.
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15. Indebtedness

It is typical for Funds to make use of additional
financing in the form of debt.

Indebtedness is often used by the GPs for
reasons of efficiency (e.g., to reduce the
volume of pay-ins by Investors), to optimize the

operational efficiency of the Fund, or to increase
Its investment capacity.

[t is important that Investors understand the
reason to seek indebtedness but also the need
to establish limitations on its use.

Applicable best practices

15.1.

15.2.

The following items must be regulated in the LPA:

The intention of the Fund to rely on indebtedness
and its general aspects, including maturities and
caps. If using indebtedness is not expected, it
should be indicated.

The reasons for using debt and restricting its
use (e.g., to finance investments of a temporary
nature, to make additional investments, capital
commitments available to cover this liability).

Information on the financing used and main
terms thereof shall be included in the regular
reports to LPs.

If it is deemed relevant, the LPA may include the
explanation of the possible effect of the financing
on the internal rate of return (IRR) of the Fund.

Block I Block Il Block Ill | Block IV @
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Taking into account the medium, long-term
vocation of the Funds and, accordingly, of the
Investor’s commitment, the terms and the
governance of the Fund must be clearly defined,
albeit maintaining some flexibility to adapt the
Fund to foreseen or unforeseen circumstances.

However, the introduction of constant changes
in the Fund documentation can generate
uncertainty for Investors.

16. Modification of the LPA

Applicable best practices

In general, changes to the LPA are subject to the
non-objection of the Supervisory Committee and to
the approval of the LPs. Qualified majorities may be
established for significant amendments.

Block I Block Il Block Ill | Block IV @
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17. Investment Committee

Usually, the GP takes the investment and
divestment decisions through an ad hoc
Investment Committee established specifically
for each Fund. The members of this Investment
Committee will be either directors of the GP or
other employees in the GP’s team. It may also

include members from outside the GP (individuals
with recognized relevant experience).

Applicable best practices

The LPA may provide for the possibility of creating an
Investment Committee, in which case it must regulate
its functioning.

Block I Block Il Block Ill | Block IV @
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18. Deal Structuring

18.1.
and Investment Strategy
The Manager should promote an alignment 18.2.
of interests and incentives in deal structuring
to fulfill the investment strategy.
18.3.

Applicable best practices

The GP should assess the potentially available
investment instruments and determine which

is appropriate for each deal - e.g., equity
instruments, equity-like debt, a combination of
debt and equity financing. In pure venture capital
deals , loan-to-equity tools (e.g., convertibles or
warrants) may be considered to bridge to higher
financing rounds or investments in industries with
higher capital demands.

The GP should select appropriate financing
structures, balancing risk and return. Structuring of
venture capital deals may require the alignment of
interests between several Investors led by one or
more lead investors.

The GP should anticipate the desired approach
for exit strategies (e.g., trade sale, sale by public
offering, sale to another equity investor, sale to
a financial institution, or management buyout
(MBO).

Block | Block Il Bloclk Il | Block IV @

18.4. The GP should have a preliminary assessment of

18.5.

18.6.

the full value chain of each potential investment,
identifying risks and opportunities including
assessment of ESG risks and opportunities.

The GP should design high-powered incentives

for the management team, key employees and/or
other key persons of the Target aligned with the
goals of the deal, granting the beneficiaries part of
the returns resulting from an exit.

The GP should assess benefits and downsides for
seller’s roll over as an alignment of incentives going
forward and optimizing the likelihood of a strong
outcome.
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19. Fees and Expenses

The GP shall keep Investors regularly
informed on the level of fees and expenses
charged to the Fund.

Applicable best practices

19.1. The regular reports sent to Investors must include
a breakdown of fees and expenses (at least on a
category basis) charged to the Fund.

19.2. Investors must be able to assess if the expenses

incurred by the Fund comply with the provisions
of the LPA.

Block | Block Il Block Ill | Block IV @
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20. Side Letters

The investment conditions agreed with
Investors can be the result of negotiations
between the GP and the potential Investor.

Bearing in mind the diverse nature of the
Investors, it is usual that, as a condition

precedent for investing in the Fund, some
investors request specific conditions,
preferential rights or economic benefits (e.g.,
being a member of the Supervisory Committee,
having preferential access to co-investment
opportunities, payment of a reduced
management fee, etc.).

These agreements must comply with the
Portuguese legal framework, transposing the
AIFMD, which requires in general that Investors
are treated equally.

Applicable best practices

20.1.

20.2.

20.3.

20.4.

20.5.

The GP shall ensure that all Investors are treated
equally and fairly.

The LPA can consider the possibility of establishing
particular agreements with certain Investors

(side letters or side agreements), which must be
accessible to LPs in the terms provided in the LPA.

The existence of a side letter should have

objective justification (e.g., because of the amount
committed by the Investor, experience and added
value that they can contribute to the Fund, etc.).

In some cases, depending on the circumstances

of the Investor, “most favored nation” clauses may
be included, under which the Investor would be
granted a right to be entitled to any conditions that
could be agreed afterwards with other Investors
which are more favorable than the ones agreed
with such Investor.

These favorable conditions must be reflected in the
LPA through the possibility of establishing different
unit classes.

Block | Block Il Block Ill | Block IV @
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