RUSSIAN - KAZAKHSTAN NANOTECHNOLOGY VENTURE FUND

INVITATION TO FUND MANAGER

FOR EXPRESSIONS OF INTEREST

BACKGROUND
Russian Corporation of Nanotechnologies (“RUSNANO”) and Kazyna Capital Management JSC (“KCM”) are planning to launch a fund, the Russian-Kazakhstan Nanotechnology Venture Fund (“RKNVF” or the “Fund”) to invest into the nanotechnology companies.  RUSNANO and KCM are seeking Expressions of Interest from potential fund managers with the experience, demonstrated track record and human resources necessary to manage such a fund.  

The proposed Fund will have an initial closing at USD51 million of which USD50 million will be provided  jointly by RUSNANO and KCM on equal basis, and USD1 million should be provided by the selected fund manager. The Fund shall have subsequent closings until the Fund’s capitalisation attains not less than USD100 million. The fund manager shall raise additional capital in amount of USD49 million. 

The Fund will be established as a Limited Partnership or other appropriate legal form in a jurisdiction that is suggested by the fund manager and acceptable to RUSNANO and KCM.  The structure of the Fund will include Closed Unit Investment Fund of high risk venture investments (“ZPIF VI”), a parallel vehicle registered in Russia for RUSNANO commitments.  The selected fund manager will be responsible for establishing the Fund which is expected to start operations in the fourth quarter of 2010.

The investment policy of the Fund will therefore only be finalised once a fund manager has been selected. However, it is envisaged that the investment policy of the Fund will be broadly consistent with the following criteria:
1. The Fund will invest in equity capital of companies operating in Kazakhstan or in Russia;
· investments will be utilized for launching and modernization of production;

· all portfolio companies shall be registered  or shall have presence in Kazakhstan and/or in Russia;
· at least 50% of the Fund to be invested in portfolio companies registered or having  presence in Kazakhstan;
· at least 50% of the Fund to be invested in portfolio companies registered or having  presence in Russia;

· country exposure limits are subject to approval by Advisory Committee of the Fund; 
· investment in one portfolio company shall not exceed 15% of the Fund;

· maximum exposure to any single industry sector (sub-sector) shall not exceed 25% of the Fund; any investment decision exceeding abovementioned  limit is subject to approval by the Advisory Committee of the Fund. 
2. The Fund would not be allowed to invest in portfolio companies engaged in the production of weapons, tobacco, spirits and liquors, gambling industry, natural resources industry of Kazakhstan (exploration and production of oil & gas and mineral resources, excluding downstream projects  and high technological production).
3. The Fund may invest into projects that require R&D in the course of launching of industrial production.

4. The Fund may consider investments into companies that are planning and/or conducting projects mainly but not only on the base of existing industrial enterprises, research institutes and other units of the Russian Academy of Science and the Kazakh National Academy of  Science, technological parks, university towns, technology development zones.
CONTENTS OF EXPRESSIONS OF INTEREST
Companies interested managing the RKNVF should submit an Expression of Interest containing the following information:

1. Basic Information

· company profile;

· core business or businesses of the fund management company setting out the percentage of total revenues derived from fund management and from each other type of business.
2.  Experience of managing funds 

· emerging markets experience in managing private equity funds, particularly in Kazakhstan and Russia and/or Central and Eastern Europe and the Former Soviet Union (CEEFSU);

· proven track record of successful investments  into high technology  and/or nanotechnology companies providing breakdown of industrial sector, stage of development, geographical location of investments and the amount of capital under management;

· capital raised from private investors for such funds listing the amounts raised including  dates when the market was first approached and dates of  subsequent closings; and

· IRR of funds under management according to the principles recommended by the European Venture Capital Association (EVCA) or any other broadly comparable principles.
3. Approach to financing companies in nanotechnology

· Please outline your investment approach/approaches. Summarise your investment methodology and monitoring procedures and discuss how these would be adapted and applied to the RKNVF;

· Please describe briefly the main management and administrative systems employed for your existing private equity operations and how you plan to use these in relation to managing the RKNVF. 
· Please explain how rights of seed investors (RUSNANO and KCM) will be protected by means of veto rights and committees/team structuring; 

· Please provide the structure of the Fund.
4. Team

It is envisaged that the fund management team should have presence in Almaty, Kazakhstan and/or Moscow, Russia.  Ideally, there will be a team of suitable experience and number to source, structure, execute, manage and monitor the investments from permanent base in Almaty and/or in Moscow.  In addition the team may be supported by individuals working on a “fly in” basis.  Please provide:

· an organisation chart for the fund management team specifying the level of experience required for the proposed position, whether the individual is working for your company at present or not and the percentage of total working time to be devoted by that individual to the Fund; CV’s for each of the members of the proposed team that are currently working for your company identifying in particular their experience of working in CEEFSU and on investments in companies that are operationally and managerially sound;

· summary of the experience and expertise required of each of the other members of the proposed management team;

· explain your approach and track record in training and developing locally recruited professional staff and the role you envisage for them in the medium term;
· summarise how private equity practice will be developed in Kazakhstan and Russia by means of team structuring, secondments or other means, considering institutional role of KCM in Kazakhstan and RUSNANO in Russia in terms of establishment of private equity market.
5. Fees, Carried Interest 
It is proposed that fund managers will receive standard 2% management fee plus carried interest or success fee of 20%. Never-the-less you are free to suggest alternative compensation. Please provide: 
· proposed fee as a percentage of capital under management; 

· estimated expenses of third party consulting costs to be funded separately from the management fee;

· proposed carried interest or success fee.  Please note, we expect that the selected fund manager will receive only 10 % of carried interest if the Fund has not accepted binding capital commitments of USD49 million from third party investors within two years from the commencement of the Fund  Other 10 % of carried interest will be distributed to the seed investors pro rata to their capital commitments.
SELECTION PROCESS
An open tender will be held 30th of March 2010 till 30th of April 2010.  All related information will be available on the web-sites of KCM and RUSNANO from 30th of March 2010. Tender award decision should be made by 30th of July 2010. 

The fund manager will be selected according to the following criteria:  
· experience of managing private equity funds focusing on CEEFSU (preferably in Kazakhstan and Russia);
· knowledge of the local markets and business practices; 

· on-the-ground presence in Kazakhstan and/or Russia or commitment to establish a team in Kazakhstan and/or Russia;

· at least two individuals with substantial experience of working in emerging markets, preferably Kazakhstan and Russia, able to devote 100% of working time to the Fund;

· commitment to invest USD1 million to the Fund;

· commitment to attract additional investors to the Fund for amount not less than                      USD49 million.

Besides, potential fund manager shall have licenses necessary to manage ZPIF VI or clear understanding and plan on how to obtain licenses necessary to manage ZPIF VI.

The Fund is subject to the approval procedures of RUSNANO and KCM.  Seed investors reserve the right at any stage prior to signing an agreement of intent with fund manager to discontinue work on the proposed Fund.  

Companies interested managing the RKNVF should submit an Expression of Interest in the form of a Power Point Presentation covering each of the headings 1 to 5 listed under “Contents of Expressions of Interest” above and should comprise no more than 20 slides together with annexes to the following addresses:  
	Almas Chukin
Kazyna Capital Management JSC

291/3A, Dostyk Dangyly,

050020, Almaty, Kazakhstan

Tel: + 7 727 334 14 17

Email: achukin@kcm-kazyna.kz 


	Dionis Gordin
Russian Corporation of Nanotechnologies
12A, Nametkina,  
117420, Moscow, Russian Federation

Tel: + 7 495 542 44 44 
Email: dionis.gordin@rusnano.com 



The deadline for submission is 6:30 pm Moscow time on 30th of March, 2010.
The Invitation to fund managers for expression of interest are for the purpose of meetings with fund managers. The Invitation to fund managers for expression of interest is not a firm offer and cannot be used as a commitment of KCM and/or RUSNANO to conclude an agreement. 
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