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THE JORDAN ENTERPRISE
VENTURE CAPITAL PROGRAMME
Early Stage Fund - Capital-for-Growth Fund

Revised Call for Proposals

taking into consideration the extension of the submission date

to the 15th of June, 15:00 (GMT=3)

Tender dossier and instructions to bidders

for the pre-selection of fund managers for two venture capital funds (the Funds) sponsored by Jordan Enterprise
20 May 2009

Acknowledgment
This document is a guide for fund managers and management teams (the Fund Managers) intending to submit a proposal (the “Proposal”) or offer of services (the “Offer”) under the Jordan Enterprise Venture Capital Programme call for proposals (the “Call”).

This tender dossier has been prepared by Jordan Enterprise Development Corporation (JE) to pre-select among several bidders (the Bidders) one or two Fund Managers for the establishment and provision of management services for the “Early Stage Fund” and the “Capital-for-Growth Fund” (the “Funds”).

Before submitting their Proposals, the Bidders acknowledge that:

-
Background information presented in this tender dossier reflects the state of progress of the JE VC Programme as at the time of the dossier issuance. In the course of the tender process, presented background information may be altered and/or become obsolete;
-
The Funds commercial names will be determined in due course, and notably after checking their availability with the Companies Control Department;
-
In the present Tender Dossier, commitments and expressions of interest (EOI) for contributing the Funds’ capitals are only in-principle commitments and EOI;
-
In particular, the establishment of the Funds depends on some conditions whose fulfilment can only be met after the selection process is completed; if these conditions (non exhaustive list under section 1.5) are not fulfilled, the Fund(s) may not be established;
-
JE also reserves the right to cancel the tender process, at any time and without any obligation to give any prior notice or explanation to the Bidders, in particular if less than 2 proposals matching the minimum thresholds are received for each Fund;

-
JE reserves the right not to commit to allocating part or all of the earmarked funding to the Funds, notably if the following pre-conditions are not satisfied: i) the due diligence process brings out positive outcome, ii) final agreements between investors and the Fund Manager(s) are reached, and iii) a formal Letter of Appointment and Commitment has been issued by JE;
-
The submission of a tender offer by the Bidders and the acknowledgement of receipt of the tender offer and its evaluation by the responsible committee chaired by JE, do not constitute any commitment from the latter;
-
In particular, participating to the tender process, and/or being pre-selected as a result of the tender, do not constitute a right for the Bidders against which indemnity or compensation for the expenses incurred in the preparation, delivery and follow-up of the proposals may be claimed;
-
Pre-selected Bidders cannot consider being appointed Managers of the Funds before having formally received the Letter of Appointment and Commitment from JE;

-
Selected Bidders having received a Letter of Appointment and Commitment from JE cannot claim any indemnity or compensation on the ground that the Funds have not been established, notably against the expenses that may have been incurred in relation to the fund raising and Funds’ formation, except those explicitly stipulated in the Information Memorandum for Private Placement (IMPP).

-
No additional information or explanation will be provided to the Bidders except those provisioned through the Clarification Mechanism set out in the Tender Dossier (section 2.5). Any Bidder in breach of the above may be disqualified.
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1.
Project Description

1.1
The Jordan Enterprise Venture Capital Programme
Jordan Enterprise Development Corporation (“Jordan Enterprise” or “JE”) was established by a decree issued by the Council of Ministers on 12 June, 2003. JE’s mandate encompasses trade promotion, export development and support to enterprises, as well as the facilitation of access to finance for SMEs
.
Recognizing that further focus is needed on the development of SMEs, best-practice three-prong action is currently underway to provide:

· An enabling legal and regulatory framework for SME, 

· Increasing access to finance including loan guarantees, export credit facilitation, leasing and establishing venture capital facilities to establish equity finance as a practice in Jordan, and 

· Enhancing SME related business development services.

The Ministry of Planning and International Cooperation in association with JE have continued efforts initiated in 2005 with EU assistance (under the completed Euro-Jordanian Action for the Development Of Enterprise (EJADA) and in collaboration with the European Investment Bank (EIB) in 2007, have undertaken a feasibility study to establish the need and demand for equity financing by SMEs in Jordan. Results of that study established that a "substantial financing gap" exists and recommended that the Government of Jordan (GoJ) take the necessary steps to act as a catalyst and facilitate the establishment of the "Venture Capital Services Industry" in Jordan.  

Accordingly, the Ministry of Planning and International Cooperation and the Ministry of Industry and Trade presented a joint recommendation to the Prime Ministry and requested approval to establish two pilot funds in Jordan and undertake the necessary legislative reform steps to create an enabling environment for the success of these funds and the attraction of further funds to be established in Jordan. Furthermore, both Ministries recommended that JE is mandated to represent the GoJ interests in these funds in order to institutionalize the process and facilitate the access to the competent private sector SMEs and guarantee the necessary technical assistance is provided through its established channel and core competencies.  
Late 2008, JE was entrusted by the Government of Jordan with the mandate to sponsor the creation of two venture capital funds (the “Funds”) dedicated respectively to early-stage and developing SMEs. These Funds fall under the umbrella of the JE VC Programme whose medium term objectives are to:

· Facilitate access to equity for SMEs by increasing the breadth and depth of the Jordanian financial sector which is one of the pillars of economic competitiveness;

· Trigger the development of a competitive venture capital industry in Jordan over the medium term to complement existing SMEs banking and non-banking financing instruments;

· Channel “risk finance” and “patient capital” towards segments of the productive economy identified to be engines for economic and social sustainable growth;

· Develop a legal and regulatory framework that is conducive to attracting domestic and international investors, as well as fund managers, towards venture capital investing in Jordan.
The promotion of two venture capital funds, sponsored by the Government through Jordan Enterprise, is contributing to the above objectives by:

· Materialising the Government’s commitment to facilitate access to equity finance for SMEs by fostering the development of venture capital industry in Jordan;

· Aiming at i) demonstrating the development impact of dedicated VC funds on SMEs; and ii) the spill over economic and social benefits of these funds;

· Achieving success stories, at the level of 1) SMEs benefiting from equity support from the Funds, 2) investors and 3) fund managers; success stories that are expected to pave the way for further initiatives in this field;

· Exerting a leverage effect on the amount of funds mobilised by the Government in favour of SMEs by facilitating the attraction of additional financing from private and institutional investors;

· Generating exemplarity, by the sponsorships of funds structured and managed according to international best practices.

1.2
Project preparation
In-depth project preparation has been undertaken before launching the present Tender Dossier, which is the result of the following milestones:
· Initial study on Venture Capital as an appropriate means to facilitate SMEs access to finance in 2005.

· Feasibility Study to establish venture capital funds in Jordan in 2007.

· In 2007, the European Investment Bank (EIB) expressed an interest in joining the initiative, in such a way that, together with JE, they will constitute the “Anchor Investors” of the Funds to be formed;
-
In late 2007, the European Investment Bank (EIB) commissioned a feasibility study on the opportunity to further enhance the role of private equity as an engine for growth in Jordan. This study brought out that the demand for external equity from SMEs surpasses the amount of funds allocated by existing private equity firms to this segment;

-
The recommendations of the study were endorsed by the Government of Jordan and the EIB by the end of 2008 and resulted in the decision to launch two Funds expected to be partially funded by the Anchor Investors;
-
Jordan Enterprise Development Corporation was designated by virtue of a letter issued by the Prime Minister on 16th October 2008, No. 56/10/6/19180 and reinforced in a follow-up letter dated 14th January 2009, No. 56/10/6/839.
-
It was decided that the Funds will have minimum sizes of EUR5M for the “Early Stage Fund” and EUR20M for the “Capital-for-Growth Fund”; these minima, referred to as the “Closing Sizes” represent the cumulated commitments from investors to invest in the Funds on the date of their establishment (“First Closing”). In the event of failure to reach these Closing Sizes, the Funds will not be created;

-
As a result of the feasibility study, the Government of Jordan earmarked EUR2M for the Early Stage Fund and EUR1.5M for the Capital-for-Growth Fund. In addition, subject to its board approval, EIB will support the initiative with funding as follows:
	Fund
	Size (EUR)   Target / First Closing
	GoJ allocation
	EIB Indicative allocation

	“Early stage”
	10 / 5 million
	1.5 million EUR
	30% of total commitments with a maximum of EUR1.5 million.

	“Capital-for-Growth”
	30 / 20 million
	10%, with a maximum of 2 million EUR
	25% of total commitments with a maximum of EUR5 million.


-
The Funds will be incorporated in Jordan under the most suitable legal structure allowing the organisation of the fund management’s governance in line with best practices. The appropriate legal form will be decided in cooperation between the selected Fund Manager(s) and the investors;
-
The Funds are expected to benefit from a tax treatment that will ensure efficiency, fiscal transparency and fair treatment of investors.
1.3
The Funds’ investment policies
In line with the economic development intervention strategies of the Anchor Investors and based on the outcome of the feasibility study, the Funds’ investment policies have been broadly defined. These policies can be summarized as follows:
-
The “Early Stage Fund”: generate capital appreciation by mainly taking influential minority  equity (or quasi equity) stakes in SMEs that are either in the beginning of their business development cycle or that are developing new activities expected to profoundly affect their business models (taking hence the character of a “venture”). The Early Stage Fund will mainly consider participating to first round equity financings and follow-on investments in portfolio companies;
-
The “Capital-For-Growth Fund”: generate capital appreciation by taking influential minority equity (and/or quasi equity) stakes in more mature SMEs looking for sizable equity partners to grow their activities. The Capital-For-Growth Fund will mainly consider capital development, organic or external growth operations as well as syndicated investments alongside other financiers.
The indicative terms of the Funds to be established are summarised below:

1) For the Early Stage Fund:

	Early Stage Fund

	Type
	Close-end fund incorporated in Jordan

	Closing size
	EUR5 million (or equivalent) committed prior first closing.

	Investment period
	3 years with possibility of one year extension.

	Duration
	8 years with possibility of one-year extension.

	Objectives
	Generating medium term capital appreciation for investors by taking equity  or quasi equity participations to ensure the development of early stage companies incorporated in Jordan and employing less than 250 employees (SMEs).

	Target investees
	Non-listed SMEs that are not - post-investment - held for more than 33% by a non SME and that are in the early stage of their development. Potential investees should at least have developed and tested a product or service offering with business model that is deemed commercially viable (including start-ups). Key attention will be  be set on the quality of the management and the scale of the market opportunity.

	Distribution
	Divestiture proceeds distributed to investors upon exit. Subject to certain conditions, the capital gain generated by an investment during the investment period may be retained in the fund and re-invested.

	Control
	Mainly minority participation with minority protections and significant influence (Board participation / shareholders agreement).

	Sizeof investments/ Minima Maxima
	First round equity and quasi equity investment between EUR 100,000 and 700,000.

	Fund Manager
	Established or new dedicated management team with:

1) strong academic background and relevant professional experience;

2) prime access to potential early stage investees;

2) proven track-record in enterprise creation and development; and

3) experience of working with the Jordanian network supporting the early stage businesses creation and development in Jordan.


For the Capital-For-Growth:

	Capital-For-Growth Fund

	Type
	Close-end fund incorporated in Jordan

	Closing size
	EUR20 million (or equivalent) committed prior first closing.

	Duration
	8 years with possibility of two-year extension.

	Investment period
	3 years with possibility of one year extension.

	Objectives
	Generating medium term capital appreciation for investors by taking  equity and/or quasi equity participations to ensure the development of mature SMEs incorporated in Jordan and employing less than 250 employees.

	Target investees
	Non-listed SMEs that are not – post-investment - held for more than 33% by a non SME and that are considering significant expansion. Potential investees should have an established position on their market, steady cash-flows and a strong business plan preferably oriented towards international growth. Focus should be set on the quality of the management, development strategy, as well as track record.

	Distribution
	Divestiture proceeds distributed to investors upon exit.

	Control
	Minority participation with minority protections and significant influence (via Board participation/ shareholders agreement). Majority participations are not excluded  for syndicated transactions.

	Size of investments
	First or follow-on financing round in equity and quasi equity in the tentative range of EUR 300,000 (min.) to 2,000,000 (max.).

	Fund Manager
	Established management team  that will be dedicated to the Fund with:

1) proven corporate or individual private equity investment track record;

2) best practice valuation, portfolio management and reporting systems; and
3) excellent connection to the business community and access to deal flow.

4) demonstrable capacity to add value to portfolio companies

A New management team may be considered provided that they have secured support enabling them to meet all the above requirements (e.g., investment advisory contract with a reputable fund manager).


In their investment strategies, the two Funds will be notably subject to the following limitations and restrictions: no more than 15% of the funds' committed capital can be invested in one company, (ii) no more than 25% of the funds' committed capital can be invested in any one sector, (iii) no investment may be made in companies being restructured or turned around except when the Fund’s intervention clearly results in economic value creation, and (iv) no investment may be made in real estate, gambling, alcoholic beverage, and in activities that are environmentally or socially and culturally harmful or inappropriate.
1.4
Funds’ governance
The Funds’ governance must abide by international best practices, which entails the following:

-
Investment decision will be made by an investment committee to be appointed jointly by the Manager and the Fund. The investment committee must be in a position to appraise, in a professional and independent manner, the evaluation of the proposed transactions; bidders are invited to suggest names and curricula of investment committee members (senior staff of the Manager can be part of this committee);
-
Before submission of investment opportunities to the investment committee, the Manager will have to ensure that conflict of interest related issues are addressed; for that purpose, it is suggested that an advisory committee is set up. Whenever needed, the advisory committee will issue a consultative opinion that will be submitted to the investment committee together with the Manager’s investment proposal. The advisory committee will also be in charge of strategic guidance (e.g., investment policy, companies’ valuations, best practices) as well as monitoring and consultative arbitration for matters in relation to the management contract. Bidders are invited to submit names and curricula of advisory committee members.
-
The procedures and systems to ensure the appraisal of investment opportunities; the portfolio valuation and its management, as well as portfolio follow-up and reporting must abide by international private equity standards (e.g. www.evca.com); Bidders are invited to detail how they will fulfil these requirements;

The Fund Managers will be expected to provide the investors with fund activity and performance reports following the European Venture Capital Association (EVCA) Reporting Guidelines (www.evca.com) as well as key performance indicators concerning portfolio companies. 

The Fund Managers will also be expected to submit once a year any other information necessary to provide a comprehensive report on investments as required by Jordan Enterprise, as well as any additional information required by investors at specified intervals.

1.5
Payment of monies

Before Jordan Enterprise and other investors contribute monies, the following conditions will, inter alia, need to be satisfied:

· Anchor Investors, private sector and institutional investors will be treated on a ‘pari-passu’ basis in terms of both capital contribution and distributions (sharing of risk and reward in line with relative amounts invested);

· Evidence of commitments received for at least EUR5 million in the case of the Early Stage Fund and EUR20 million for the Capital-for-Growth Fund;

· Formal legal agreement establishing the Fund, delegating the Funds management to the selected fund manager and committing the capital being agreed and signed by all parties;

· Option for representation on the Funds’ decision bodies (e.g., boards, committees) will be required by Jordan Enterprise and EIB;

· All Funds expenses and management fees to be shared proportionally between investors and to be set out in the legal agreement in due course;

· Reporting obligations in line with the best standards. Annual audited accounts of the Funds should be provided to investors within two calendar weeks after the accounts have been signed by the Auditors;

· Jordan Enterprise and EIB will have at all reasonable times the right to audit and/or inspect books and records of the selected fund managers and investee companies.

· Sufficient comfort is provided to investors that the funds will be used exclusively in accordance with the terms of the Information Memorandum for Private Placement Memorandum, the management contract, and any side letters and relevant documents, failure to which Jordan Enterprise may require repayment of all or part of the GoJ/State funds provided.
2.
Instructions to Bidders
2.1
Services subject to tender

The potential bidders are invited to submit a technical and financial proposal for the undertaking of the following activities:

1.
Fund structuring (including legal and tax issues);
2.
Drafting of the Information Memorandum for Private Placement (IMPP);

3.
Management, performance and custodian contracts drafting;

4.
Negotiation with Anchor Investors and finalisation;

4.
Fund raising;

5.
Organisation of the Funds’ first and subsequent closings;

6.
Administration of the Fund (committees, corporate agenda, procedures and systems);

7.
Fund management services (deal sourcing, analysing and submission to the investment committee, investment undertaking, monitoring, divestures, winding-up, reporting and investors’ relations).

Bidders can bid for one of the Funds or both. In case of tendering for both Funds, applications for each Fund must give rise to a separate Offer. If a Bidder delivers a joint Offer for managing the two Funds, JE will only consider the Offer for which JE believes the Manager has the most relative strengths.

2.2
Prequalification

No specific profile is imposed on Bidders that can either be:

i.
A corporation acting alone;

ii.
A consortium of companies and/or individual investors (the “Consortium”); in this case, a Consortium leader should be designated (the “Consortium Leader”) with the power to act on behalf of the Consortium; or
iii.
New promoters/consortium of qualified individuals.

Before submitting their Offer, Bidders will have to consider whether they can reasonably meet the following criteria:

· Ability to formulate an investment strategy matching the Fund’s investment policies;
· Capacity to mobilise a management team with relevant track-record;

· Capacity to raise funds;
· Excellent access and inner knowledge of the Jordanian business community;

· Ability of the Bidder to source deals;

· Command of portfolio management and portfolio companies’ support;

· Ability to establish state-of-the-art fund management procedures and systems.

· Access to potential investors, notably private;

· Ability to offer cost efficient services; and
· Willingness to secure significant incentives for the management team.

New management teams are recommended to form consortia with established fund managers or investment advisors allowing them to benefit from track-record, systems, procedures and business outreach that are required to raise, establish and manage the Funds.
In particular, the track-record can be either a corporate one or the cumulated track-records of the individuals proposed to manage the Funds.

2.3
Selection process

This Call is subject to a competitive negotiated procedure articulated around the following steps:
-
Posting of the notice calling for Proposals in national, regional and international newspapers as well as of the instructions to tenderers on www.jedco.gov.jo;
-
Collection of Letters of Expression of Interest to be sent by the potential bidders by mail at venturecapital@jedco.gov.jo; although this step is not mandatory, it is strongly recommended so that the Bidder can benefit from any important information (e.g., extension of deadlines) to be sent by JE to potential bidders before the Proposals submission date;

-
Clarification period: Q&A posted regularly on www.jedco.goc.jo until period closing;
-
Submission of Proposals;
-
Check of the proposals’ administrative compliance;
-
Opening of the Technical Proposals of the compliant proposals;
-
Evaluation of the Technical Proposals;
-
Opening of the Financial Proposals for those technical proposals that scored above 60 points out of a total of 80 (technical evaluation criteria set forth in Section 4);
-
Evaluation of the Financial Proposals on a total of 20 based on the financial evaluation criteria set forth in Section 4;
-
Final scoring (technical score + financial score) on 100 points. If no proposal reaches a final score 70 out of 100, JE reserves the right to cancel the tender and either re-launch or go for direct negotiation with managers who didn’t reply to the Call for Proposals.
-
If the Call is successful, JE will contact the best scorer for each of the Fund and the Anchor Investors will start undertaking due diligence and negotiating the terms of the IMPP.

-
JE reserves the right to either revert to the next best scorer by decreasing order or cancel the tender, or re-launch the tender in the following cases:

-
Incapacity of the pre-selected Bidder to provide the evidence that the proposed resources will be secured according to the terms of the Proposal (notably as concerns the management team);

-
Failure to reaching an agreement during the negotiation period;

-
Due diligence and interviews bringing out significant gap between the terms of the Proposal and facts and figures collected during the due diligence.

The pre-selection decision on applications will be made by an ad hoc Selection Committee which will include representatives from Jordan Enterprise, EIB and other stakeholders. 
The Anchor Investors will start their due diligence and discuss with the pre-selected Fund Manager(s) the details of the IMPP and of the legal and marketing documentation to be developed by the pre-selected Fund Manager(s).

Once an agreement has been reached between the Anchor Investors and the pre-selected Fund Manager(s), JE will issue a Letter of Appointment and Commitment allowing the Fund Manager to start fund raising activities on the basis of the agreed documentation.

The planning for the tender process is the following (time zone GMT+3):
	Steps
	Time frame

	1. Publication of the call for proposals
	22 April 2009 - Monthly magazines (05/09)

	2. Expression of interest
	Before 16.00 the 13 May 2009

	3. Clarification requests
	Before 16.00 the 28 May 2009

	4. Final clarification post
	1st of June 2009

	5. Submission of the tender offers
	Before 15:00 the 15 June 2009

	6. Compliance check / technical proposals opening 
	18 June 2009

	7. Evaluation / financial proposals opening*
	06 July 2009

	8. Interviews / Pre-selection notice*
	19 – 23 July 2009

	9a. IMPP drafting and negotiation*
	01 August 2009 to 15 August 2009

	9b. Interviews and field visits*
	

	10. Letters of Appointment and Commitment*
	30 August 2009


    * Tentative dates.

Prior to the signing of the legal agreements, all representations, proposals, communications and understandings, whether oral or in writing, in respect of the setting up of a Fund will not constitute any part or form of an agreement between Jordan Enterprise, EIB and Funds Managers.

2.4
Documentation required
The Proposals will consist of sealed envelopes marked “A – Technical Proposal” and “B – Financial Proposal” enclosed in a third envelope marked “C – JE VC Programme Proposal”. Information enclosed in envelopes A and B are detailed in Section 3 of the present Instructions to Bidders, and can be summarized as follows:
Envelope A: marked “A - Technical proposal”, including:

-
An investment strategy consistent with the objectives of the anchor investors;

-
The details of the corporate and team track records;

-
A technical detailed proposal on the fund management services including deal sourcing and analysing, investment structuring process, exit strategy, portfolio hands-on monitoring, reporting  and value creation;

-
The fund managers’ organisation;

-
A fund raising strategy in line with the Closing and Target Fund(s) Sizes;

-
A long term strategy on how the Funds can pave the way to successor  funds contributing to the development of the venture capital industry in Jordan;

NB.
Envelope A must not contain any element related to the pricing of the services tendered.

Envelope B: marked “B - Financial proposal” including:

-
The outline of the management contract (e.g., management fees, due diligence, investee’s advisory and monitoring costs);

-
The outline of the management incentive scheme;

-
Other expenses;
-
An electronic version of the Technical and Financial Proposals.

Envelope C: marked “C – JE VC Programme Proposal” will contain documentation on the basis of which the administrative compliance will be checked:
a) Two original copies of a letter describing the Bidder’s proposal (“Letter of Offer”), on the letterhead of the Bidder (in the case of a Consortium, the letterhead of the Consortium Leader), in accordance with the model presented in Appendix 2, and signed by a representative of the Bidder (in the case of a Consortium, a representative of the Consortium Leader). Bidders are requested to strictly follow the model of Letter of Offer attached, and should not make any modification or change unless specifically proposed by this model;
b) Identification documents of the Bidder or, in the case of a Consortium, for each member of the Consortium;
c) The identification document shall be an authenticated copy of its registration certificate.  If the original document is neither in English nor in Arabic, a legalized English translation, at the Bidders’ convenience, should be provided;
d) A Consortium Letter signed by duly authorized representatives of the Consortium members and designating the Consortium Leader;

e) A document, from a competent corporate body of the Bidder (in the case of a Consortium, a corporate body of the Consortium Leader), that establishes that the signatory of the Letter of Offer is duly authorized to commit the Bidder (or the Consortium Bidder) in the proposed Call for proposal. Bidders should also include an identification document for the signatory of the Letter of Offer. A legalized English translation, at the Bidders’ convenience, should be provided if the original document is neither in English nor in Arabic;
f) Audited accounts for the last three years (where applicable) for the Bidder or the Consortium Leader in case of a consortium should be provided;
g) Memorandum and Articles of Association of the Bidder or the Consortium Leader; and
h) The envelopes A and B.

On all three envelopes, Bidders should clearly indicate the following (between brackets are fields to be filled):

<<Bidders name>>

JORDAN ENTERPRISE VENTURE CAPITAL PROGRAMME

CALL FOR PROPOSAL

Proposal for the provision of fund management services in relation to the <<Name of the Fund (either Early Stage or Capital-For-growth)>>

2.5
Clarification period

Clarifications will be handled only via email and through the JE website:

-
During the clarification period, bidders can send their questions to the following email 
address: venturecapital@jedco.gov.jo;
-
Clarifications will be answered via JE website (www.jedco.gov.jo) in the “Venture 
Capital Q&A” section until the final date for clarification (see 2.3).
Only in case of technical failure of JE management information system, JE will send the list of the Q&A by fax to all the potential bidders that have expressed an interest at the end of the clarification period.

Bidders are not allowed to enquire directly from JE officers by phone or by any means other than the above.

JE reserves the right not to provide clarification on some elements that are supposed to be provided by the Bidders in their Proposals (e.g. expected level of management fee, carried interest, hurdle rate, etc).

Therefore, potential bidders or Bidders can not raise any contestation or claim on the ground that their requests for clarifications have been, either partially or at all, answered during the clarification process.

2.6
Deadlines and Validity of the proposals

JE reserves the right to extend the deadlines set forth in 2.3. In order to ensure equal treatment of potential bidders, the notice for deadline(s) extension(s) will be posted on www.jedco.gov.jo and potential bidders having expressed their interest (as per 2.3) will be informed directly by e-mail. Those of the potential bidders that have not sent an expression of interest cannot claim prejudice for not having being informed of the deadline(s) extension(s).
The Bidders must explicitly state in their Letter of Offer that the terms of their Proposals are valid for a period of 6 months starting from the date of the submission deadline.

2.7
Confidentiality

All information submitted by the Bidders will be treated by JE, the EIB and the evaluation committee members as confidential.
Before the start of the due diligence period, JE may upon request sign non-disclosure agreements with the pre-selected Fund Managers.

2.8
Submission of Proposals

The Proposals should be submitted in 5 hard copies and one electronic copy (on memory stick, CD Rom or DVD, enclosed in Envelope C), by international or national express carrier or by hand (against receipt).

Proposals must be submitted to the following address:
H.E. Yarub QUDAH
Chief Executive Officer

Jordan Enterprise Development Corporation
PO Box: 7704
AMMAN 11118
Jordan

Telephone: +962 6 560 35 07 Ext. 2411
Deadline for submission of Proposals is on 15 June 2009 at 15:00 hrs. GMT + 3
3.
Template of the technical and financial proposals
In order to ensure fair treatment and harmonisation of the submitted Proposals, the Bidders are invited to respect the following templates.
In case of a Proposal submitted by a Consortium, the term “Bidder” in this section must be understood as “Consortium Leader” and consortium “members”, for each of which the relevant information will have to be provided.

Envelope A: “Technical proposal”
WARNING: ENVELOPE “A” MUST NOT CONTAIN ANY ELEMENT RELEVANT TO THE PRICING OF THE SERVICES TENDERED.

A.
Bidders’ identification

A1.
Name of Bidder
A2.
Address of the Bidder’s headquarter / Other legal representations
A3.
Date of Incorporation / Type of Legal entity
A4.
Bidder’s shareholders

A5.
Names and brief profiles of the key Bidder’s executives.

A6.
Name and details of the Bidder’s representative duly authorised to submit the proposal.
A7.
Auditors

A9.
Website(s)
A10.
Non-financial contractual arrangements between Consortium members.

B.
Track-record
B1.
Description of primary business activity;
B2.
Table providing the profile of each of Bidder’s main executives, fund managers, portfolio managers and investment advisors in charge of the management of private equity funds (names, age, years of experience, years with the Bidder, academic and professional background);

B3.
Table summarizing the track-record of Fund’s under management or, alternatively, table summarizing the track-record of the fund management team members;

B4.
Table describing private equity funds under management or recently wound-up (one table for each fund, mutual funds excluded):


-
Place of incorporation;


-
Regulation by relevant authority (if any);


-
Size and closing dates;


-
Committed by the end of 2008;


-
Invested by the end of 2008;


-
Main shareholders (by type if investors’ identities cannot be disclosed);

-
Investment strategy: i) targets: geographic, sectors, type of transactions, compartments if any, ii) prudential ratios (minimum and maximum investment size, shareholdings, leverage policy), iii) requirements to secure the Fund’s rights (mandatory seat on the Board, shareholders’ agreement);

-
Number of companies in portfolio;


-
Portfolio breakdown by sector and geographic location;

-
Type of transactions (e.g. start-up, capital development, buy-out);

-
Equity invested for each fund broken down by stage (seed-capital, start-up, first round financing, capital development, BO, LBO, others); 


-
Exit dates, type of exits (e.g., IPO, strategic sale); and


-
Performance to date.
B5.
Table providing – if relevant - other investment advisory track-records (e.g., deal structuring, company valuations, auditing, SME support, incubator).

B6.
Description of main sources of deal flow for the funds under management; number of deals sourced over the last three years, deals analysed and deals concluded (all broken down by geographic locations and sources).
B7.
Detailed description of the investment process for at least one of the relevant funds under management (e.g., decision making bodies, investment criteria including minimum expected IRR, due diligence).
B8.
Description of the portfolio of one of the most relevant funds under management (sector, date of incorporation, activity, revenues, strategy on entry, exit strategies for each investee, value added of the fund manager in supporting the development of the portfolio companies).

B9.
Detailed description of the portfolio management systems (e.g. procedures, reporting from investees, corrective actions) allowing monitoring and reporting.
B10.
Description of three relevant examples of support to investees or hand-on management.
B11.
Description of three to five exits realised over the last five years (if applicable).
C.
Understanding of the JE VC Programme and relevance of the Bidder’s strengths
C1.
Brief narrative on SME investment opportunities in Jordan taking into consideration the present international, regional and Jordanian economic contexts;
C2.
Brief analysis of the demand for and supply of SME equity in Jordan and analysis of the competition;

C3.
Bidder’s vision of the development of private equity in Jordan as a tool to serve the economic development objectives of the Anchor Investors;

C4.
Bidder’s vision of the likeliness of the proposed Fund to generate capital appreciation for investors in line with levels of return expected internationally on similar asset classes.
C5.
Description of the main strengths of the Bidder / Consortium to submit a Proposal.
D.
Investment Strategy

D1.
Fund’s target size, closing size and investment period;
D2.
Investment strategy statement;
D3.
Type of financial instruments to be used;

D4.
Geographical and sector focus;

D5.
Type of transactions considered and excluded;

D6.
Type of investee targeted (stage of development and size);
D7.
Prudential ratios (investment range, fund diversification, shareholding in investees);
D8.
Sources of deal flow already accessible to the Bidder and those to be developed;

D9.
Investment Committee decision criteria (notably IRR and exit prospects), 

D10.
Detailed investment process from sourcing to exit (including but not limited to milestones, valuation, due diligence, mobilisation of investment advisors, exit strategies);

D11.
Targeted breakdown of the portfolio by the above categories; detailed rationale for proposing the said breakdown, stressing how the envisioned deal flow sourcing will help securing the target.

D12.
Expected annual investment / divestment level over the Fund’s lifetime.
D13.
Drawdown policy and expected amounts and dates;

D14.
Proposed portfolio monitoring system;

D15.
Proposed reporting system to investors.
D16.
Pipeline of projects already at Bidder’s hand (if applicable).

E.
Fund governance (short narrative sections)
E1.
Proposed powers, authority of the General Assemblies and Board members (if relevant);

E2.
Proposed powers, authority and composition of the Investment Committee;

E3.
Proposed powers, authority and composition of the Advisory Committee;

E4.
Proposed mandate of other stakeholders (if any, e.g. investment advisor);

E5.
Proposed auditing mechanism (Fund and portfolio) and auditors;

E6.
Fund custody and administration (if relevant).

F.
Management team

F1.
Experience in Venture Capital of the senior members of the team (deal flow generation, selection, due diligence, investment structuring, negotiation and aftercare management);

F2.
Profiles of the members of the fund management team as well as CVs to be provided according to the attached template;

F3.
Experience of the team of the SME sector in Jordan or similar emerging countries within MENA;

F4.
Experience in providing support and adding value to portfolio companies;
F5.
Track record of the managers notably in relation with SME investments;
F6.
Job description for each of the management team members;

F7.
Profiles of the members of the Investment Committee;
F8.
Profiles of the members of the Advisory Committee;
F9.
Level of involvement of these individuals in the proposed Fund(s) in percent of their working time; 

F10.
Contingency plans should there be a change of management during the lifetime of the Fund.

G.
Management of conflict of interest (COI)
Bidders are invited to propose COI ex-ante resolution mechanisms in each of the following case:

G1.
Other funds under management;

G2.
Funds currently raised or planned;

G3.
Committees’ members and management team members;

G4.
Fund shareholders’ holding shares or partners of potential investees;

G5.
Business providers (notably as concerns deal sourcing);

G6.
Investment advisors and auditors.

H.
Fund raising

H1.
Strengths of the Bidder as regards fund raising and access to potential investors.

H2.
Fund raising track-record;

H3.
Contribution of the Bidder to secure alignment of its interest with the Fund’s ones;

H4.
Fund raising strategy to secure the Closing Sizes and subsequent closings (highlighting funds already secured if any);
H5.
Targeted investors and potential respective contributions (either by name or by category) including expected repartition between public and private investors;

H6.
Fund raising action plan (including timeframe);
H7.
Marketing documentation to be developed by the Bidder to undertake the fund raising;
H8.
Production of legal documentation;

H9.
First closing expected date.
I.
Legal issues and others

I.1
Recommended legal regime under which the Fund will be incorporated and relative advantage offered by such a regime (short narrative to be discussed and agreed upon jointly by the pre-selected Fund Managers and the investors);

I.2
Proposed terms of the shareholders agreement (if deemed necessary);

I.3
Proposed law firm and legal advisors;

I.4
Proposed Fund duration (if different from terms stated under 1.3), as well as commitment and investment periods.
Envelope B: “Financial Proposal”
A.
Management fees

A1.
Proposed management fee based on capital committed during the investment period;

A2.
Proposed management fee after investment period;

A3.
Payment terms;

A4.
Details of establishment costs expected to be reimbursed by the Fund at first closing;

A5.
Details and payment of expected due diligence costs in case of both investment materialisation and rejection;

A6.
Details and payment of expected arrangement or monitoring fees likely to be charged to investees;

B.
Distribution and management incentives

B1.
Divesture proceeds distribution policy;

B2.
Legal arrangement to distribute the divesture proceeds;

B3.
Proposed hurdle rate;

B4.
Management incentive mechanism, level and breakdown between fund management team members; 

C.
Summary of financials

C1.
Detailed cash flow analysis over the life of the fund

C2.
Transactions, Fund(s) and investors gross and net IRR
C3.
In this section, the Bidder can provide suggestions on how JE could further support the Fund Manager (although the terms of the Proposals should not be conditional on or pre-empt the fulfilment of any or all of the Bidder’s suggestions – See Letter of Offer).
4.
Proposals’ assessment criteria and weightings
The proposals will be evaluated according to the following evaluation grid:

	Evaluation Criteria
	Max score

	A. Technical Proposal
	

	1. 
Experience of the Bidder and management team
	40

	1.1 Experience in VC fund management

1.1.1 Funds under management and track record
1.1.2 Sourcing of quality flow

1.1.3 Command of the ‘due diligence’ process

1.1.4 Structuring and negotiating VC deals to closing

1.1.5 Portfolio management and support to portfolio companies.
1.2 Experience in emerging countries and in Jordan
1.3 Qualification of the team
1.3.1 Management team composition and trackrecord;

1.3.2 Experience in relevant sectors, emerging economies and/or Jordan, ability to source deals, add value, devise and implement contingency plans;

1.3.3 Degree of involvement of senior executives in the Fund management;

1.3.4 Profile of the investment and advisory committee members.
	(10)
(10)
(20)



	2. 
Investment strategy

2.1
Understanding of the overarching objectives of the JE VC Programme

2.2
Conviction power of the investment strategy statement
2.3
Mechanism to source deals and mobilize relevant due diligence expertise

2.4 
Range and prospects of business sectors identified; potential pipeline

2.5 
Investment decision process and investment criteria
2.6
Mechanism proposed to support portfolio companies
2.5
Organizational structure, legal structure and fund(s) governance

2.8
Investment structuring and targeted level of financial return.
	25

	3. 
Fund raising

3.1 Fund raising track record

3.2 Access to network of potential investors

3.3 Pre-commitments from potential investors

3.4 Quality of the fund raising strategy proposed

3.2. Relative share of private investors to the total size of the Fund(s) size.
	15

	Maximum technical score
	80

	B. 
Financial proposal

1.
Commitment of the Bidder to invest in the Fund and indicative amount or percentage

2.
Level and form of remuneration of Fund Manager

3.
Level of costs in establishing and managing the Fund

4.
Allocations of revenues and expenses as well as divesture proceeds
5.
Financial incentives - team and Fund(s) Manager.
	20

	Maximum technical and financial score
	100
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Appendix 1 – Summary of the feasibility study

This excerpt below from the feasibility study is providing only indicative project background information. Wherever statements made in this appendix may conflict with any element from Sections 1 to 4 of the current Call for Proposals, the latter will take precedence..
I. Introduction

“Despite the small size of the economy, there is certainly a significant “potential” demand for venture capital activity in Jordan as most companies in the SME segment are undercapitalised due to the financial environment, in particular the well known difficulty to access loans for SMEs and a slowly, emerging VC industry, still in its infancy. 

Jordan has not yet developed a venture capital industry.  But the market is positive as the economic and business environment has significantly improved over the last two years. The global economic crisis may affect Jordan economy, but the strengths and the diversification of the main export markets should continue to pull the economy. 

While the understanding of the role and the financing instruments proposed by venture capital funds is still limited in the business community, it would need to be improved through education and awareness campaigns. Successful examples may be found in various countries such as the US, Israel, Ireland, India and in the case of Egypt, the Government is currently considering setting up such a scheme.

II. Feasibility of creating venture capital funds in Jordan

The study found that the creation of two venture capital funds is feasible.

Although it is well known that managing a venture capital fund for SMEs is more difficult and costly that managing a larger fund with large deals, the team assessment is that the creation of two SMEs commercially managed funds, one focused on early stage, one focused on development capital is feasible.

It is recommended to create two venture capital funds, managed by private fund managers:

i) An early stage fund of about EUR5 million, investing in about 12 to 15companies with investments ranging from EUR200,000 to 700,000.

ii) A growth capital fund of about EUR20 million, investing in about 10 to 15 established companies with growth potential in the range EUR700,000 to 2 million.

Despite the limited awareness, it seems possible to identify and invest in some 12 -15 investees for each fund in the next two to three years.  The interviews with some 38 SMEs covering early stage, technology companies and SMEs of various sectors have given strong indication of the existence of potential target investee companies.
Currently, there is no equity offer except:

i) The Jordan Fund targeting the corporate sector with classic later stage private equity deals;

ii) Two regional VC technology oriented funds (Accelerator Technology Holdings and Catalyst Private Equity) created last year by Jordanian professionals; 

iii) Islamic financing, which is comparable to equity financing (no interest; risk sharing base) and seems to be limited in the formal sector.

There is a strong interest from the financial and banking community to invest in these funds, but with a limited culture of ‘venture’ vs private equity investment. 

III.
Role of the Government
To provide catalytic investment in the first two funds: most governments have had a positive direct or indirect role in the early stage of the development of a venture capital industry (e.g., USA, France, Ireland).

This role is essential to jump start the industry in providing both funding and an adequate legal and tax framework. 

In providing an adequate framework and public funding, the Government asserts its medium term commitment to channelling professional equity funding towards SMEs, facilitates the emergence of pilot projects expected to generate success stories and support the private equity and venture capital industry over the long run.
The selection of the first two fund managers should be done on a professional basis, jointly by the initial anchor investors, as of today the Government of Jordan and the EIB.

The funds have to be carried out on a commercial basis. This has been the path followed by Governments elsewhere. Some experiences (Sweden) have been negative due to interference of the Government in the funds management. 

The maximum government involvement in the proposed first Venture Capital Fund should be no more than 40% of the capital committed with matching funding sought from the EIB and the private sector.  It is expected that the private sector stake exceeds 50%. Moreover, the government or its agent (JE or any other public institution) in its capacity similar to a ‘fund of funds’ will be treated on a pari-passu basis in terms of the risks, rewards, fiscal treatment, etc with the private sector.

The two funds would have to be managed according to the standards of the profession.  It is suggested that they are incorporated as a close-end fund, with a fixed capital, using the limited partnership model, adopted by most Venture Capital funds in the World with a general partner (fund manager), and limited partners (investors).

This would need to be authorised through a modification to the company law (law 22/1997) creating the limited partnership model.  The General partner will be responsible for the operations and investments of the fund, and investments will be authorized by an investment committee appointed by the limited partners (see below).

Investment committee: the committee(s) which will be specific to each fund, will consist of up to seven members. The Investment Committee will, in addition, have a Chairman.

Advisory committee: the Fund(s) may be advised by an Advisory Panel (specific to each fund) consisting of distinguished and experienced persons from the financial and/or technological communities. The Advisory Panel may provide guidance to the Fund on general investment strategy (e.g., emerging technology markets, valuation of portfolio investments) and other matters brought to its attention by the General Partner notably in relation to the management of potential conflicts of interest and the monitoring of the management contract.  The members of the Advisory Panel should not be affiliates of the General Partner and should have no executive or management responsibilities for the Fund.

The objective should not be only to create two funds, but to create a fund industry that can grow, together with developing a professional fund management skill base within the country.  This would require:

i) Improvements to the legal and fiscal environment;

ii) Support to early stage fund managers to strengthen their professional capabilities;

iii) Support to enterprises to enable them to be investment-ready; and

iv) Awareness campaigns conducted both by institutional investors (banks and investment 

houses), professional associations (businessmen, chamber of commerce, etc,) with the external support of experts from other similar countries.

Using other countries as a benchmark, both in the Mediterranean region and in other emerging and developed economies, it can be forecast that the creation of a VC fund industry will accelerate the creation and growth of SMEs; stimulate the creation of indigenous technology companies; provide much needed equity investments; and create employment, especially for capable university graduates, and for women.”
Appendix 2 – Template of the Letter of offer
To be submitted on the Bidder or the consortium leader own letterhead paper containing the following statement:

H.E. Yarub QUDAH

Chief Executive Officer

Jordan Enterprise
Development Corpoartion
PO Box: 7704

Amman 11118

Jordan

Date,…
Subject: 
Call for Proposal for the provision of fund management services



for the <<Name of the Fund>> - Unconditional Letter of Offer.

Dear Sir,
We have pleasure to submit our Offer of Services (the Offer) for the establishment and management of the <<Name of the Fund>> in conformity with the terms and conditions set forth in the tender dossier of the above mentioned Call for Proposals.

The present Offer is submitted by <<Name of the Bidder or names of the Consortium Leader and members>> and is constituted of a Technical Proposal (envelope A), a Financial Proposal (envelope B) and the requested administrative documentation (envelope C).
This Offer is unconditional, notably with regards to the provision of the Section 3 C.3 paragraph of the tender dossier, and has a validity of 6 months starting from the deadline for submission of the Proposals as stated in Section 2.7 of the tender dossier.
I, hereby, declare that the facts stated in this Offer and the accompanying information are true and correct to the best of my knowledge and belief, and that <<Name of the Bidder or names of the Consortium Leader and members>> agrees to be bound by the terms and conditions stipulated in the tender dossier.

Signed

Duly authorised representative of the Bidder or Consortium Leader
Appendix 3 – Template for the presentation of Curriculum Vitae 
Curriculum Vitae

Proposed role in the fund management team:

1. Family name:

2. First names:

3. Date of birth:

4. Nationality:

5. Civil status:

6. Education:

	Institution

[ Date from - Date to ]
	Degree(s) or Diploma(s) obtained:

	
	

	
	


7.  Language skills:  Indicate competence on a scale of 1 to 5 (1 - excellent; 5 - basic)

	Language
	Reading
	Speaking
	Writing

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


8. Membership of professional bodies:
9. Other skills:  (e.g. Computer literacy, etc.)

10. Present position:

11. Years within the firm:

12. Key qualifications:  (Relevant to the project)

13. Specific experience in the region:
	Country
	Date from - Date to

	
	

	
	

	
	


14. SME Investment Experience ( Angel, VC, Other

15. Professional experience
	Date from - Date to
	Location
	Company
	Position
	Description

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


16. Track record

Insert a table for each fund structured, raised and/or managed with the details of the positions held, track-record and Board or committee positions held.
17. Other relevant information (e.g., publications, keynote speaker in international conferences)
� Companies employing less that 250 staff.
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