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EuVECA: The gamechanger 
VC managers were hoping for?

On 22 July 2013 the Regulation on 
European Venture Capital funds 
(Regulation 345/2013) (the “EuVECA 
Regulation”) was introduced alongside 
the Alternative Investment Fund Managers 
Directive (2011/61/EU) (the “AIFMD”).  

While the stated aim of the AIFMD was 
increasing transparency and minimising 
systemic risk, the aim of the EuVECA  
Regulation was to facilitate ease of access to 
capital for smaller VC managers. The EuVECA 
Regulation sought to achieve this through the 
introduction of a pan-European passportable 
product, similar to that introduced by the 
AIFMD but which stripped away some of the 
cost and complexity associated with full AIFMD 
compliance. 

In addition to enabling VC managers to 
market their funds to a range of investors 
across Europe without having to navigate the 
regulatory patchwork of the EU’s disparate 
national private placement regimes, the 
Commission also hoped to establish EuVECA 
as an internationally recognised and trusted 
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fund ‘brand’ similar to UCITS, a designation 
which (it was hoped) would provide potential 
venture capital investors with added 
confidence and assurance.
 
On paper EuVECA looked like a game-
changer for the venture capital industry, 
but has it proven to be so in practice? In 
this article we explore what EuVECA is, 
how it has adapted to market sentiment 
since its introduction and its successes and 
shortcomings. More broadly we also explore 
the impact of Brexit on UK and European 
venture capital and the challenges faced by 
the industry in light of Covid-19 and ongoing 
regulatory developments.

The aim of the EuVECA  
Regulation was to 
facilitate ease of access 
to capital for smaller  
VC managers.
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Understanding 
EuVECA 
regulation  
and eligibility

Managers1

The EuVECA Regulation applies to managers of alternative 
investment funds (“AIFs”) meeting the following criteria:

Their total assets under management do not exceed  
EUR 500 million;

They are established in the EU;

They are subject to registration in their home member 
state in accordance with the AIFMD; and

They manage portfolios of AIFs which are ‘Qualifying 
Venture Capital Funds’ (“QVCFs”). 

 
 
 

 A “QVCF” is defined in the EuVECA Regulation as an AIF 
which is established in the EU and which:

Intends to invest at least 70% of its aggregate capital 
(after deduction for costs and holdings in cash or cash 
equivalents) in “Qualifying Investments” (outlined 
below); and

Does not use more than 30% of its capital to acquire 
assets which are not Qualifying Investments.

 
 
 

“Qualifying Investments” are defined to cover:

Equity or quasi-equity instruments that are: 
issued by a “Qualifying Portfolio Undertaking” and 
acquired directly from the Qualifying Portfolio Undertaking 
by the QVCF; 
issued by a Qualifying Portfolio Undertaking in exchange 
for an equity security issued by the Qualifying Portfolio 
Undertaking; or 
issued by an undertaking of which the Qualifying 
Portfolio Undertaking is a majority owned subsidiary and 

which is acquired by the QVCF in exchange for an 
equity instrument issued by the Qualifying Portfolio 
Undertaking;

Secured or unsecured loans granted by the QVCF to 
a Qualifying Portfolio Undertaking in which the QVCF 
already holds Qualifying Investments, provided that no 
more than 30% of the QVCF’s capital is used for such 
loans; 

Shares of a Qualifying Portfolio Undertaking acquired 
from existing shareholders of that undertaking; and

Units or shares of one or more other QVCFs, provided 
that those QVCFs have not in turn invested more than 
10% of their capital in other QVCFs.

 

 
A “Qualifying Portfolio Undertaking” is defined as an 
undertaking which:

At the time of investment, satisfies the following 
criteria:

is unlisted and employs no more than 499 people; or

is an SME which is listed on an SME growth market 
(as defined in MiFiD II).

Is not a fund.

Is not a credit institution, investment firm, insurance 
undertaking, financial holding company or mixed-
activity holding company.

Is established in an EU member state or third country, 
provided that that third country:

is not listed as a non-cooperative territory by the 
Financial Action Task Force; and

has signed an agreement with the home member 
state of the QVCF’s manager and each state in which 
interests in the QVCF are to be marketed that ensure 
the third country fully complies with the requirements 
laid down in Article 26 of the OECD Model Tax 
Convention in Income and on Capital and ensure an 
effective exchange of information on tax matters.

Before exploring whether EuVECA 
has been the success the 
Commission had hoped, it is worth 
exploring what EuVECA is and some 
of the key terminology used  
in the EuVECA Regulation:

Funds2

Investments3

Undertakings4

3

E U V E C A  E X P L O R E D



Further  
requirements 
Managers which meet the qualifying 
criteria must also observe a number 
of rules.

Managers which meet the qualifying 
criteria and who opt to do so can 
apply the EuVECA designation to 
their QVCF and in doing so become 
eligible to access a pan-European 
marketing passport, subject to 
regulatory notifications and compliance 
with a comparatively (compared to 
AIFMD) light-touch regulatory regime. 
In addition to complying with rules 
relating to the conduct of business, the 
resolution of conflicts of interest, the 
delegation of functions, the treatment 
of investors, sufficiency of own funds 
and resources, valuations, annual 
reports and pre-contractual investor 
disclosures, EuVECA managers must 
also observe rules relating to investors, 
use of leverage and borrowing, and 
portfolio composition:

Managers of QVCFs are only permitted to market to professional 
clients (as defined in MiFiD II), those who elect to be treated as 
professional clients and investors who commit a minimum of 
EUR 100,000 and state in writing that they are aware of the risks 
associated with their commitment / investment.

A QVCF’s exposure cannot be increased above the level of its 
committed capital through leverage, derivatives or by any other 
means. In addition, borrowings, the issuance of debt securities 
and the issue of guarantees (in each case at the level of the 
QVCF) is only permitted if fully covered by uncalled commitments.

As noted above, a QVCF must not invest more than 30% of  
its capital in investments which are not Qualifying Investments.

Use of leverage and borrowing

Investors

Portfolio composition
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Initial take-up, review,  
amendments and current status.

In 2015 the European Commission 
undertook a wide-ranging initiative 
aimed at developing the European 
Capital Markets Union (the “CMU”), 
with the stated intention of boosting 
growth and access to non-bank finance 
for European SMEs. As part of this 
process, the Commission launched a 
green paper on building the CMU in 
February 2015, the responses to which 
highlighted that relatively few managers 
had taken-up the EuVECA designation 
notwithstanding the benefits offered by 
a pan-European marketing passport 
and the relatively light-touch nature of 
the regulatory regime.

The story 
so far

Affording access to the EuVECA regime to 
managers already authorised under AIFMD 
and to third country managers.

Broadening the range of private investors 
eligible to invest in EuVECA by reducing 
minimum investment thresholds.

Reducing the cost, complexity and  
timeframes for establishing an EuVECA.

Expanding the range of eligible assets 
available to EuVECA designated funds.

1

2

3

4

In response, the Commission brought forward its general 
review of the EuVECA Regulation (initially slated for July 
2017) and in September 2015 issued a consultation paper. 
Responses were sought on a range of issues identified by 
the Commission as key gating items to the wider adoption  
of the EuVECA designation, including:
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The evolution of 
EuVECA legislation

The European Commission  
is driving change. 
 
In March 2016 the Commission 
published the responses it had 
received and, in November 2017, 
Regulation (EU) 2017/1991 (the 
“Amending Regulation”) was published. 
The Amending Regulation (which has 
applied since 1 March 2018) updated 
the EuVECA Regulation in a number 
of significant ways to address issues 
identified by the Commission and 
respondents to the September 2015 
consultation, including:

Widening the range of 
managers eligible to market 
and manage EuVECA funds 
to include those authorised 
under AIFMD and, in doing 
so, enabling such managers 
to market their EuVECA 
designated funds to  
high-net-worth individuals 
investing over EUR 100,000.

Permitting EuVECA funds to 
invest in unlisted companies 
with up to 499 employees and 
SMEs listed on a SME growth 
market.

Expressly prohibiting 
the imposition of fees 
by regulators of host 
member states in which 
no supervisory activity is 
performed.

Streamlining the EuVECA 
registration process and 
introducing a guaranteed 
maximum turnaround time 
of two months for new 
manager registrations.

Establishing a uniform 
methodology for the 
calculation of the minimum 
capital required to become  
an EuVECA manager  
(which was previously set 
by local regulators).

Providing ESMA with  
an oversight role to ensure 
EuVECA designated funds 
are consistently registered 
and supervised.

In November 2017, Regulation (EU) 2017/1991 
(the “Amending Regulation”) was published.
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The changes introduced by the 
Amending Regulation have clearly had 
the intended positive effect. When the 
Commission published its consultation 
paper in September 2015, national 
authorities had registered only 34 
EuVECA funds. By contrast, as at the 
time of writing, ESMA’s database of 
EuVECA managers reveals that 405 
registrations with national authorities 
have been made. After accounting 
for multijurisdictional registrations, we 
calculate that over 330 discrete fund 
vehicles are currently registered under 
the EuVECA regime.  
 
Adoption of the EuVECA designation 
is, of course, still far from universal. 
We suspect that, in certain respects, 
this is simply reflective of the nature of 
the venture capital industry. Managers 
of smaller funds which are marketed 
in specific jurisdictions on a targeted 
(rather than extensive cross-border) 
basis simply have no need for a pan-
European marketing passport and as 
such derive little practical benefit from 
opting into the EuVECA regime.

7
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Navigating the  
current climate

The impact of Brexit1
The EuVECA Regulation had direct effect in 
the UK upon its introduction and was positively 
received by UK-based VC managers, with the 
UK demonstrating a significantly higher level of 
adoption than elsewhere in the EU. However, 
the EuVECA regime and access to the EuVECA 
marketing passport ceased to be available to 
UK based managers on the expiry of the Brexit 
transitional period at 11pm GMT on 31 December 
2020.

In order to preserve the EuVECA designation 
for domestic VC managers, the UK Government 
on-shored the EuVECA regime via The 
Venture Capital Funds (Amendment) (EU Exit) 
Regulations 2019 (SI 2019/333) (the “EuVECA 
EU Exit Regulations”). The EuVECA EU Exit 
Regulations created a parallel regime under 
which qualifying UK-based managers can 
register with, or be authorised by, the FCA to 
market qualifying funds in the UK under the 

registered venture capital fund (“RVECA”) label. 
UK EuVECA managers which were already 
registered or authorised with the FCA were 
automatically transferred to the new RVECA 
regime on 31 December 2020.

While the RVECA regime preserves much of the 
former EuVECA-based framework, the RVECA is 
not recognised as a passportable product in the 
EU. As a result, there is no doubt that Brexit has 
increased both the complexity and cost of cross-
border fundraising for UK VC managers, with 
managers pushed to consider establishing in the 
EU, explore hosting options with EU-based third 
party AIFMs, or navigate local private placement 
regimes.

On a positive note, the UK’s exit from the EU 
appears to have had little to no impact on existing 
investments made in UK companies by European 
EuVECA funds, with investment into the UK 
still qualifying as a permitted investment under 
EuVECA notwithstanding Brexit. In addition, 
the UK has sought to ensure that UK investors 
remain accessible (at least in the medium term) 

to EU based EuVECA managers by creating a 
temporary marketing permissions regime. Under 
this regime, EU based EuVECA managers who 
were eligible to market funds into the UK prior 
to 31 December 2020, and who submitted a 
notification to the FCA of their intention to market 
or continue marketing named funds into the 
UK prior to 31 December 2020, are permitted 
to continue marketing those funds on the same 
terms and subject to the same conditions as the 
relevant fund was, or could have been, marketed 
into the UK before 31 December 2020. To 
continue marketing a fund following the expiry of 
its temporary permission, the relevant manager 
will be required to make a notification under the 
UK’s national private placement regime in respect 
of the relevant fund (with the FCA expected 
to direct managers to make a notification 
with respect to any funds marketed under the 
temporary permissions regime within two years of 
31 December 2020) or to have itself received the 
requisite authorisations from the FCA.

The EuVECA marketing passport ceased to be 
available to UK based managers on the expiry  
of the Brexit transitional period.
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Navigating the current 
climate continued

Covid-192
2020 and the first two quarters of 2021 were 
undoubtedly a challenging time for economies, 
businesses and individuals across the UK and 
Europe. However, notwithstanding the dual 
impacts of Brexit and the pandemic, VC funding 
for European start-ups and scale-ups rose for 
the eighth consecutive year to EUR 12 billion. 
Furthermore, European venture capital revealed 
itself to be remarkably resilient to the impact of 
local lockdowns and restrictions on international 
travel, with cross-border funding continuing to 
flow and deals continuing to be made.

However, that is not to say that the VC industry 
did not feel the effects of Covid-19. Data 
analysed by Invest Europe for its paper, ‘The 
VC Factor: Pandemic Edition” revealed that VC 
investment was notably higher between mid-
January and mid-February 2020 than the 2018 
and 2019 averages. However, the three-to-four-
month period following the announcement of the 

pandemic saw a 13.6% drop in the number of 
new deals and a fall in exit rates of 43% in light 
of valuation and pricing uncertainty. Restrictions 
on travel also impeded deal flow as the industry 
adjusted to remote working conditions.

Notwithstanding a slowdown in the number of 
deals, however, total deal value for the first half 
of 2020 was broadly on par with the 2018-19 
average, leading Invest Europe to conclude 
that VC funds were (on average) providing 
19.3% larger financings for initial investments. 
Interestingly, except for certain sectors which 
directly benefited from the pandemic (for 
example, on-line services and healthcare), Invest 
Europe’s data also revealed that, by and large, 
the impact of the pandemic was felt equally 
across the VC industry, with no disproportionate 
impact experienced by funds or managers with 
a particular sector or investment stage focus, 
ticket size preference or portfolios of a particular 
vintage.

The impact of the pandemic appears to have 
started to abate from summer 2020, with VC 

activity rising to the levels one would have 
expected in the absence of lockdowns. Indeed, 
VC activity remained strong throughout the 
tail end of 2020 and into 2021, with deal rates 
and deal volumes rising to fall in line with ‘no 
lockdown’ benchmarks notwithstanding the 
imposition of further strict lockdowns throughout 
Europe. The message seems to be clear: after 
some initial uncertainty, venture capital has 
adapted well to the challenges posed by the 
pandemic and appears well-placed to deal with 
any further disruption caused by Covid-19.

The three-to-four-month period 
following the announcement of 
the pandemic saw a 13.6% drop 
in the number of new deals and  
a fall in exit rates of 43%. 
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New regulatory  
challenges

2021 saw the introduction of a 
number of significant pieces of 
European legislation which impact 
EuVECA managers and their funds, 
including the Sustainable Finance 
Disclosure Regulation (the “SFDR”), 
the European Taxonomy Regulation 
(the “Taxonomy”) and a new 
European Regulation on the  
cross-border distribution of funds 
(the “CBDF Regulation”):

The intention of the SFDR is to 
ensure a level playing field.

SFDR Taxonomy regulation

The intention of the SFDR is to 
ensure a level playing field with 
respect to transparency in relation to 
sustainability risks, the consideration 
of adverse sustainability impacts 
in investment processes and 
the provision of sustainability-
related information with respect to 
financial products, with EuVECA 
managers falling within the scope 
of the regulation required to provide 
prescribed and standardised 
disclosures with regard to how ESG 
factors are integrated at both an 
entity and product level.

The Taxonomy is, in simple terms, 
a classification system establishing 
a list of environmentally sustainable 
economic activities. The stated aim 
is to provide market participants 
(including EuVECA managers), 
companies, investors and policy 
makers alike with a harmonised set 
of definitions which can be used 
to determine whether an economic 
activity can truly be considered to be 
environmentally sustainable.
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CBDF reguation

The CBDF Regulation took effect 
on 2 August 2021, amending the 
EuVECA Regulation and seeking 
to harmonise national laws on the 
cross-border distribution of EuVECA 
funds. The CBDF Regulation 
seeks to achieve this by (among 
other things) establishing for the 
first time a formal definition of 
‘pre-marketing’ and setting out 
prescribed conditions under which 
pre-marketing will be permitted.

The CBDF Regulation also imposes 
a new requirement on EuVECA 
managers to inform their local 
regulator (by way of an ‘informal 
letter’) within two weeks of 
commencing pre-marketing of:

the Member States in which,  
and the periods during which,  
pre-marketing is taking or has 
taken place;

a brief description of the  
pre-marketing in question, 
including information on the 
investment strategies presented; 
and, where relevant,

a list of the qualifying venture 
capital funds which are or were 
the subject of the pre-marketing.

Significantly the CBDF Regulation 
also establishes that any 
subscription by professional 
investors for interests in an EuVECA 
fund within 18 months of the 
commencement of the pre-marketing 
of that fund, or for interests in an 
EuVECA fund which is established 
as a result of that pre-marketing, will 
be considered to be the result of 
marketing and therefore subject to 
marketing notification procedures. 
The overall effect is of course to 
further reduce scope for those 
seeking capital to invoke or rely on 

reverse solicitation when marketing 
EuVECA funds across Europe.

It is interesting to note that the 
CBDF Regulation differs in a number 
of significant respects from the 
equivalent Directive dealing with the 
cross-border distribution of AIFs 
under the AIFMD, namely:

the cessation of marketing 
activities in a particular 
jurisdiction need not be notified 
to the local regulator; and, 
consequently

EuVECA managers will not 
be subjected to a 36-month 
pre-marketing ‘blackout’ with 
respect to funds previously 
notified for pre-marketing (or 
funds with similar investment 
strategies or principles) if a 
cessation of pre-marketing 
notification is submitted.

While the absence of a ‘de-notification’ regime is to be welcomed and managers are increasingly well-positioned to 
consider and respond to the impact of the SFDR and Taxonomy Regulation, the new regulations will have (and are 
already having) a significant impact on the time, cost and execution of marketing strategies of managers seeking 
to raise European capital, while adding a not inconsiderable layer of complexity to pre-contractual disclosures, 
investment monitoring and ongoing reporting obligations from an ESG perspective.
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Final 
thoughts… 
Notwithstanding the challenges 
posed by Brexit, Covid-19 and 
ongoing changes to the regulatory 
landscape, it seems safe to say that 
EuVECA has been, and continues to 
be, well-received by the European 
and international venture capital 
community. After an initially slow start, 
it appears that the Commission struck 
a welcome balance with the changes 
it introduced in 2018, as evidenced by 
a marked uptick in managers opting 
to avail themselves of the EuVECA 
designation over the past few years.

As EuVECA gains in popularity, it seems 
certain that it will (to the extent it is not 

already) come to be viewed by the investor 
community as the badge of quality that 
the Commission originally intended. With 
European venture capital performing on 
par (or better) than its US counterpart, 
international investors are increasingly looking 
to deploy funds in Europe. The assurance 
provided by a recognised EuVECA ‘brand’ will 
no doubt place EuVECA managers in a strong 
position when seeking to raise funds from 
outside the Union, while gaining access to a 
cross-border marketing passport reduces the 
time and cost of capital raising within the EU.

Of course, not all venture capital managers 
require access to a pan-European marketing 
passport. For those managers opting into 

EuVECA still seems an unnecessary step, even 
with a reduced compliance burden. As such we 
believe that there will be a natural limitation on 
the number of EuVECA registered funds, but 
that reflects the nature of the VC industry itself 
rather than any fundamental shortcomings of 
the EuVECA regime.

For those managers looking to attract capital 
from across the EU and beyond however, 
EuVECA is extremely welcome. EuVECA is 
clearly helping to promote a dynamic European 
venture capital industry and, with VC funding, 
helping to drive value and job-creation across 
Europe. EuVECA looks set to play a key role as 
we rebuild local and international economies in 
the aftermath of the pandemic.
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Get in touch

If you would like to discuss any of the  
topics in this guide, as well as how Aztec  
can support you, please talk to either  
your usual Aztec Group contact or get  
in touch with:

Ganash Lokanathen 
Head of Private Equity -  
Luxembourg 
Telephone: (+352) 246 160 6019  
Email: Ganash.Lokanathen@aztecgroup.eu 
 
 
Monica Morsch 
Director - Private Equity,  
Luxembourg 
Telephone: (+352) 246 160 6066  
Email: Monica.Morsch@aztecgroup.eu
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