
 
 

 

 

TERMS OF REFERENCE  

PRIVATE EQUITY/ VENTURE CAPITAL EXPERT –LEGAL COUNSEL 

Access to Finance for MSMEs Project (financed by the World Bank) 

 

Consultancy for a Legal Counsel (LC) to the DBJ in finalizing the selection of a Fund Manager 

and to provide Support during the establishment of the Fund 

 

I. Background 

1. Jamaica is a middle income island state in the Caribbean region. Economic 

growth is the key priority for the Government of Jamaica. Amidst historic low growth rates, 

the Government of Jamaica has embraced a series of economic reforms to restore 

macroeconomic stability and promote inclusive growth. While the center of this agenda has 

been fiscal consolidation and responsibility, the Government has channeled significant 

efforts to remove barriers to economic growth 

 

2. In 2016, the Government of Jamaica has revised its development strategy 

to give more emphasis on growth-inducing initiatives and job creation. This revised 

growth strategy is described in the Economic Growth Council “Call to Action”, published 

in September 2016, which outlines measures to support the goal of reaching 5 percent 

annual GDP growth in 4 years. The new growth framework is structured around 8 growth 

areas: (i) maintaining macro-economic stability and debt reduction; (ii) improving citizen 

security and public safety; (iii) improving access to finance; (iv) enhancing the business 

environment; (v) stimulating greater asset utilization; (vi) building human capital; (vii) 

harnessing the power of the diaspora; and (viii) catalyzing strategic projects.  

 

3. Financial inclusion is one of the cornerstones of Jamaica’s growth strategy. 

Building on this “Call to Action”, the Government has developed a National Financial 

Inclusion Strategy for 2010 – 2016, with the goals of promoting savings and resilience, as 

well as enabling businesses to invest, growth, and create wealth. The strategy outlines a set 

of reforms to enhance financial access and usage, with a focus on electronic transaction 

instruments; financial resilience, with the goal of promoting savings, insurance, and 

retirement products; financing for growth, through MSMEs, agriculture, and housing 

finance; and responsible finance, through consumer protection and financial capability 

policy actions.  

 



4. MSMEs make a significant contribution to Jamaica’s wealth and jobs 

creation. In Jamaica, this segment accounts for 90 percent of jobs. In contrast, firms’ 

growth and economic role are constrained by limited access to finance. According to the 

latest World Bank (WB) Enterprise Survey of 2010, almost all formal SMEs have access 

to checking or saving accounts, but only about 27 percent have a bank loan or line of credit. 

As a result, SMEs often rely on their own internal funds to complete investments, which 

have a negative impact on productivity, competitiveness, profitability, and job creation. 

Several factors are constraining access to finance for MSMEs. First, information 

asymmetries, high levels of informality, and lack of reliable financial statements increase 

risk perception by financial institution. This perception, in turn, is translated into higher 

interest rates and collateral requirements, which MSMEs cannot meet. In this context, 

banks lack strategies, processes, lending methodologies, and instruments, which are 

specifically tailored to the MSME segment.  

 

5. Beyond credit, the supply of alternative sources of finance for MSMEs is 

limited. The absence of alternative products beyond credit lines or personal loans 

represents a hurdle for MSME activity. Factoring is not developed and is not recognized as 

a financial service in the banking services legislation. Leasing is scarcely used due to 

existing ambiguities in the legal framework. In terms of equity, there are not enough 

instruments available in the market. Venture capital is not developed and there are only a 

few companies listed on the Jamaican Stock Exchange for SMEs (Junior Stock Market) 

with low liquidity and turnover ratios.  

 

6. While Private equity and venture capital (PEVC)1 represent many benefits 

from the perspective of economic growth, and Jamaica is considered a regional leader 

for entrepreneurial activity, this form of financing has been scarce in the Caribbean 

region as a whole.  As with the Caribbean region, one of the biggest constraints to PEVC 

financing Jamaica has been the lack of adequate deal flow -- the result of a small economy 

separated from a potentially larger regional platform by inadequate regional infrastructure. 

Legal/regulatory/taxation constraints, while important, stand second to this constraint of 

deal flow.  

 

7. To address the scarcity of risk capital for SMEs in Jamaica, the 

Government of Jamaica is considering a proposed private sector managed SME fund 

(the “Fund”), anchored by the Government of Jamaica, with co-investments from other 

institutional and financial investors.  The Fund would target Jamaican small and medium 

enterprises that represent good growth potential, but are currently not deemed investment 

worthy by private equity funds operating in Jamaica, and cannot receive financing to 

expand operations from their banking relationships (thus the market failure).  These 

enterprises may have either a local vision of growth or may scale up through exports, but 

                                                           
1 Private equity and venture capital (PEVC) firms are investors who buy illiquid equity (or equity-like securities) of start-up enterprises, in 
exchange for an ownership stake.  They do this by mobilizing pools of capital to invest in start-ups and seek financial returns by supporting 
and financing the growth of their investee companies.  They take a “capital plus” approach by helping companies manage growth, 
strengthen governance and improve market presence.  In so doing, they help expand operations and create jobs.   



have constraints that make them unattractive for PEVC firms. The Government’s SME 

fund would provide risk financing to such enterprises, and provide the capacity building 

they need to attain a stronger level of growth, preparing them to list to the junior stock 

exchange, or for sale to a financial or strategic sponsor. 

 

 

8. The Government of Jamaica has received financing from the International Bank 

for Reconstruction and Development (IBRD) in the form of a loan toward the cost of the 

Access to Finance for MSMEs (A2F) Project. The Development Bank of Jamaica Limited 

(DBJ), is the implementing agency of the Project.  The A2F project will be  executed in 5 

years, from January 2018 to January 2023, with the objective of improving access to 

finance for MSMEs in Jamaica. There are four components of A2F:  The first (i) component 

being enhancing the Credit Enhancement Facility (CEF) for guarantees to MSME loans.  

The second (ii) component being supporting an SME Fund for risk capital financing to 

SMEs. The third (iii) component is Improving the enabling environment for access to 

finance and business development services for MSMEs with sub-components being A. 

Enabling environment for access to finance for MSMEs, including financial instruments 

and B. Business development services for MSMEs to improve bankability. The fourth (iv) 

component being Project Management. 

 

9. Component 2 i.e.  SME Fund, will contribute capital to a fund, which would in 

turn provide risk capital for SMEs with high growth potential and with a locus of activity 

in Jamaica, through investments of US $5 million. Access to risk capital along with 

capacity building from a professional fund manager is expected to allow some of the 

investees to contribute to improved productivity and job growth in the sector. Key features 

of the Fund are expected to be: (i) managed by a private fund manager; (ii) co investment 

by other investors including private investors; (iii) have no government participation on the 

investment committee or on Board of Directors of fund manager; (iv) fund life of 10 years 

extendable to 12 or 15 years; (v) allow for a broad definition of SMEs business, including 

sectors like agriculture, Information Technology etc.; and (vi) provide technical assistance 

to SMEs to relieve capacity constraints.  

 

II. Objective  

These terms of reference (TORs) focus on supporting the DBJ in procuring a well-qualified 

Fund Manager and to establish the SME Fund, and providing advice to the DBJ as an investor 

in the SME Fund.  The procurement process for hiring the Fund Manager will have already 

been initiated and the Legal Counsel after on-boarding shall provide support to the team on the 

remaining steps of the Procurement and the establishment of the SME Fund. The LC will advise 

the DBJ on the terms for setting up the Fund, competitively selecting an experienced fund 

manager, and on its participation as an anchor investor in the Fund. 

 



      Note:  The Fund Manager shall be responsible for structuring and formation of the Fund 

within the scope of the Call for Proposal, and in alignment with appropriate GOJ (or 

equivalent authorities) legal/regulatory guidelines, the Project Implementation Guidelines, the 

relevant terms and conditions of the World Bank Project Legal Agreement and Procurement 

guidelines, and World Bank policy requirements (e.g. integrity, tax, ESG).  The Fund Manager 

will obtain its own legal counsel to assist with the Fund formation and preparation of Fund 

documents, such as the subscription agreement, fund documentation, side letter etc. The Fund 

Manager and potential investors will be evaluated before participating in the Fund using 

processes that mirror the IFC’s integrity due diligence approach. 

 

III. The scope of responsibilities for the LC would include, inter alia: 

    

I. The LC will advise the DBJ on the selection of an experienced SME Fund manager 

following World Bank Procurement Guidelines, including on the 

preparation/review signing of a contract with the selected fund manager on terms 

and conditions acceptable to the World Bank 

. 

II. The LC will advise the DBJ in its role as an anchor investor in the Fund. This shall 

also include advising the DBJ during the establishment and operationalization of 

the Fund, including on the ambit of Laws and Guidelines under [Appropriate 

Regulations & Tax Laws] (as needed). The LC will consider key factors, including 

(i) the aim of the project to mobilize commercial capital to co-invest in the fund; 

(ii) the need for strong governance arrangements in alignment with industry 

standards; (iii) that the GOJ/DBJ cannot participate in the investment committee or 

in investment related decision making in any form; and (iv) that the Fund will 

provide technical assistance to SMEs pre- or post-investment to relieve targeted 

capacity constraints. 

 

III.  The LC will advise the DBJ on the governance structure of the Fund in alignment 

with private equity/venture capital industry standards, and in line with the 

applicable terms and conditions of the World Bank. 

 

IV. The LC will assist the DBJ with the legal due diligence, and the review, negotiations 

and signing of the key fund documentation, such as the subscription agreement, 

fund documentation, side letter, and World Bank policy requirements (including 

integrity, tax and ESG), and would be expected to coordinate and communicate with 

the World Bank as adviser to DBJ. 

 

V. The LC will be required to liaise, as needed, with other stakeholders of the Fund, 

including the Fund Manager and potential co investors. 

 

VI.  The LC will advise DBJ on the preparation-/review of the Operational Manual for 

the implementation of Component 2n alignment with both World Bank terms and 

conditions and private equity/venture capital standards. A draft Operational Manual 



shall be prepared in parallel to the recruitment of the SME FUND manager, and a 

final version of the Operational Manual will need to be prepared following the 

selection of the fund manager to allow for the incorporation of the fund manager’s 

inputs. 

 

VII. Any other related task assigned by DBJ 

 

VIII. Travel Requirements: The LC may be required to undertake field-visits and tours 

as per the project requirements. 

 

 

IV. Expected Effort and Deliverables  

1. The Local Counsel is expected to perform the above-mentioned tasks on an ongoing basis 

during the term of his/her assignment, to the satisfaction of PIU’s and PEVC Project 

Coordinators.  

 

 

Deliverables DATES 

   

Deliverable 1.  Advisory services to the DBJ in finalizing the 

selection of a Fund Manager. Advisory services include, but 

are not limited to: 

 

 The selection of an experienced SME Fund manager 

following approved World Bank Guidelines, 

 the preparation/review in signing of a contract with 

the selected fund manager on terms and conditions 

acceptable to the World Bank. 

3 months of 

contract 

Deliverable 2.  Advisory services to the DBJ on its role as an 

anchor investor in the Fund 

2-4 months of 

contract 

Deliverable 3. Advisory services to the DBJ on the 

governance structure of the Fund in alignment with PEVC 

industry standards  

3-5 months of 

contract  

Deliverable 4:  Support to the DBJ with the legal due 

diligence, and the review, negotiations and signing of the key 

fund documentation, such as the subscription agreement, side 

letters, and World Bank policy requirements  

4-7 months of 

contract 

Deliverable 5:  Support and Advisory services to the DBJ 

in drafting and finalizing the Operational Manual for the 

SME Fund 

8-12 months of 

contract 

 

 

 



V.   Qualifications (The LC will need to have the following expertise): 

Educational Qualification: The LC must possess a Post-Graduate/Master’s degree in Law 

with specialization in Investment Banking, Development Economics, Management or a 

closely related field. 

 

     Working Experience, Qualifications and Skills: 

 10-15 years of fund formation or related private equity/venture capital funds 

experience in private practice (or related legal experience), preferably within 

developing /emerging markets, with a focus on PEVC. 

 Significant work exposure to the legal aspects of private equity/venture capital funds 

in the Caribbean and should have a strong knowledge of Caribbean region and 

Jamaica’s guidelines and tax laws/guidelines related to the setup of private 

equity/venture capital funds.   

 Experience of working in complex, multi stakeholder, fast moving environment and 

ability to work under pressure, respect strict deadlines and multi-tasking 

 Experience of working in projects funded by national/international Development 

Finance Institutions or Multilateral Development Banks is an advantage 

 Strong writing and communication skills.  

 

VI. Contract Duration and Reporting Procedures 

The contract duration will be for 12 months initially and may be extended beyond this term, 

subject to the DBJ satisfaction and the WB no objection 

The consultant will report to the Project Coordinators, Venture Capital Unit and the Access to 

Finance Project and will work closely with the Legal Department in DBJ. 

VII. Indicative Payment Terms 

1. Deliverable 1 (20 percent)  

2. Deliverable 2 (20 percent)  

3. Deliverable 3 (20 percent)   

4. Deliverable 4 (20 percent)  

5. Deliverable 5 (20 percent) 

 

 

 

 


