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[bookmark: _Toc225953307]Introduction
This guidance accompanies the template Parent Company Guarantees (Templates or Guarantees or PCGs) for use in Shared Ownership Projects where a community energy group (CEG), or other entity, requires security (as Beneficiary) from the parent company (as Guarantor) of the Beneficiary’s service provider or contractor (as Obligor).
Two template PCGs are provided:
· Parent Company Guarantee (EPC) – for use where the PCG relates to a Contractor providing construction services under a Building Contract (e.g. an EPC Contract).
· Parent Company Guarantee (Services Contract) – for use where the PCG relates to a Service Provider providing services under a services agreement (e.g. an O&M Agreement or an asset management agreement)
Pursuant to each PCG, the Guarantor:
· guarantees to the Beneficiary performance of the Obligor’s underlying obligations; and
· indemnifies the Beneficiary against losses arising from non-performance by the Obligor.
A PCG is typically entered into at the same time as the underlying contract is executed.
A possible use case for these Templates, in relation to a Shared Ownership Project, is where under the Split Site Model the CEG is a party to the relevant underlying contracts (e.g. EPC Contract and O&M Agreement) for its part of a split Site.
This guidance may also have other user cases: for example as a reference point for a CEG’s due diligence of any PCGs that a developer has obtained from its contractors for a Shared Ownership Project under consideration by a CEG..

NOTE FOR USERS OF THIS GUIDANCE DOCUMENT
[bookmark: _Hlk223611344]This guidance document has been developed for use by Community Energy SO projects only. It is intended to provide a useful starting point for your Community Energy SO Project. It does not promote the use of any particular shared ownership model. You will need to review and develop it in conjunction with your legal, financial, technical and procurement advisors to reflect your requirements and the circumstances of your project.  Although we have taken care in the production of this guidance document, it is guidance only and is not a substitute for independent legal advice on your specific project. No warranty, express or implied, is given as to its accuracy nor does Bird & Bird LLP accept any liability for any error or omission.  You must take your own independent legal advice in relation to the development of appropriate documents for your project.  
[bookmark: _Toc217320669][bookmark: _Toc217320670]

[bookmark: _Toc225953308]Use of Template and this Guidance 
Capitalised terms not defined in this guidance have the meaning given to them in the Interpretation clause of the relevant Template. See also the Glossary below to aid in your understanding of some of the key terms and abbreviations used in this guidance.
The two Template PCGs are virtually identical, and this guidance note therefore applies to both Templates.
The Templates have been prepared on the basis that certain details will need to be inserted on a project-specific basis (and these areas are marked for specific attention with a [ ]).
The Templates may also need to be amended to reflect the specifics of particular arrangements. They should be reviewed alongside the underlying contract (Building Contract or Services Contract as applicable) to ensure consistency and appropriate alignment.
[bookmark: _Toc225953309]Glossary of Key Terms and Abbreviations
	Term
	Definition

	Beneficiary
	The Employer or Customer (as applicable), being the party to whom the Guarantor's obligations under the PCG are owed.

	Building Contract
	The contract between the Employer and the Contractor in respect of the energy project(e.g. an EPC Contract).

	Customer
	The party engaging the Service Provider under the Services Contract, in whose favour the Guarantee is provided.

	Employer
	The party engaging the Contractor under the Building Contract, in whose favour the Guarantee is provided.

	EPC Contract
	The engineering, procurement and construction contract between the Employer and the Contractor for the energy generation facility at the Site.

	Full Indemnity Basis
	The standard of costs recovery pursuant to which the Guarantor must reimburse the Beneficiary for all costs and expenses (including legal fees, out-of-pocket expenses and VAT) incurred in enforcing or discharging the PCG. This is a higher standard than the standard basis, meaning a broader range of costs will be recoverable.

	Guarantee
	The Guarantor's undertaking to the Beneficiary guaranteeing the due, full and punctual performance of all present and future obligations of the Obligor under the underlying contract.

	Guarantor
	The parent company of the Obligor providing the guarantee and indemnity under the PCG.

	Indemnity
	The Guarantor's primary and independent obligation (as principal obligor) to compensate the Beneficiary for all losses arising from the Obligor's failure to perform or make payment under the underlying contract.

	Obligor
	The Contractor or Service Provider (as applicable), whose performance is guaranteed by the Guarantor under the PCG.

	O&M Agreement
	The operations and maintenance agreement in respect of the energy generation facility at the Site.

	Services Contract
	The contract between the Customer and the Service Provider for services in relation to the energy project at the Site (e.g. an O&M Agreement).

	Shared Ownership/ SO Project
	An arrangement whereby a CEG acquires an ownership stake (or right to revenue) in a renewable energy project.

	Split Site Model 
	A shared ownership structure in which the CEG acquires direct ownership of a defined portion of the project site, with construction carried out under an EPC Contract and ongoing operation under an O&M Agreement.

	Subrogation
	The right of the Guarantor, upon performance of its obligations, to step into the Beneficiary's position and pursue claims against the Obligor.

	Waiver
	The voluntary relinquishment of a right, power or remedy under the PCG.

	Warranties
	Statements of fact or assurances given by the Guarantor to the Beneficiary under Clause 10 regarding its corporate status, capacity, authority and related matters. If a Warranty proves untrue, the Guarantor may be liable for resulting losses.

	Underlying Contract
	The Building Contract or Services Contract (as applicable), being the principal contract guaranteed by the Guarantor under the PCG.




[bookmark: _Toc225953310]Clause-by-clause commentary
Parties & Recitals 
Purpose: This section sets out the details of the parties entering into the Guarantee and the Recitals provide background information. 
[bookmark: _Hlk221698868]Action Required:
· Insert the parties’ details (including, where applicable, full legal name, legal form, registration number, and registered office address for each party)
· Review the Recitals and update them if necessary 
Clause 1: Definitions and Interpretation 
Purpose: This clause establishes clear, consistent meanings for key terms used throughout the Template. All defined terms are capitalised (e.g. Business Day). The clause also sets out interpretation rules, such as how references to statutes, genders, and singular/plural forms should be construed.
Action Required:
· Check that the definitions match the underlying contract (EPC Contract or Services Contract)
· Review the definitions and insert relevant information where there are [ ]
Clause 2: Guarantee and Indemnity
Purpose: This clause contains the Guarantor's undertaking to guarantee to the Beneficiary the due, full and punctual performance of all present and future obligations of the Obligor under the underlying contract. It also provides a separate indemnity obligation where the Guarantor acts as principal obligor, which operates independently and prevents the Guarantor from relying on certain defences available to guarantors (such as arguing the underlying contract is invalid).
Clause 2.3 provides that the Guarantor remains liable and must indemnify the Beneficiary for all losses if the Obligor becomes insolvent or is terminated for default. Clause 2.4 establishes that the Beneficiary can make multiple demands and is not obliged to pursue dispute processes or other remedies before making a demand under the Guarantee.
Action Required:
· Review the scope of the Guaranteed Obligations to ensure they cover all relevant obligations under the underlying contract
· Consider whether any obligations should be excluded from the Guarantee
Clause 3: Employer/Customer Protections  
Purpose: This clause establishes that the Guarantee is continuing and remains in full force until all Guaranteed Obligations are satisfied. It prevents the Guarantor's liability from being reduced or discharged except by express written release by deed. The Guarantor waives the right to require the Beneficiary to pursue the Obligor before claiming under the Guarantee and the Guarantor is prevented from exercising subrogation or set-off rights whilst obligations remain outstanding. The Guarantee is additional to any other security or remedies.
These are comprehensive protections ensuring the Guarantee remains enforceable despite changes, variations, or issues with the underlying contract, and that the Beneficiary can claim directly from the Guarantor without first exhausting remedies against the Obligor.
Clause 4: Amendments to the Underlying Contract  
Purpose: This clause confirms that the Guarantor remains liable where the underlying contract is modified, amended or supplemented (even without the Guarantor's consent), and prevents the Guarantor's liability from being released due to invalidity, termination, waivers, or other circumstances relating to the underlying contract.
As a matter of best practice, the Beneficiary may wish to require a letter from the Guarantor confirming the ongoing validity of the PCG following any variation to the underlying contract.
Clause 5: Conditional Discharge 
Purpose: This clause confirms that any release or discharge of the Guarantee is conditional on payments not being clawed back due to insolvency or other legal proceedings. If payments are clawed back, the Beneficiary can re-enforce the Guarantee.
Clause 6: Insolvency of Service Provider/Contractor 
Purpose: This clause confirms that the Obligor's insolvency does not release or reduce the Guarantor's liability, ensuring the Guarantee remains enforceable when it is most needed.
Clause 7: Payments
Purpose: The Guarantor must make all payments free and clear of deductions or withholdings, and gross-up payments if deductions are legally required. Default interest applies on late payments. 
Action Required: Confirm the default interest rate (set at 4% above Bank of England base rate in the Templates).
Clause 8: Priority of Claims Against the Obligor
Purpose: This clause prevents the Guarantor from seeking recovery from the Obligor whilst liabilities under the Guarantee remain unsatisfied, ensuring the Beneficiary has priority.
Clause 9: Limit of Liability 
Purpose: This clause limits the Guarantor's liability to the amount the Beneficiary could recover from the Obligor and prevents claims that would be statute-barred against the Obligor.
Clause 10: Guarantor Representations and Warranties
Purpose:  The Guarantor makes representations and warranties regarding its corporate status, capacity, power and authority, binding obligations, absence of required consents, no breach of other obligations, and no litigation affecting performance.
Clause 11: Confidentiality
Purpose: This clause imposes mutual confidentiality obligations, with permitted disclosure exceptions for employees, advisers, and legal or regulatory requirements.
Action Required:
· Ensure alignment with underlying contract confidentiality provisions
[bookmark: _Hlk221703294]Clauses 12-25: Standard Provisions
[bookmark: _Hlk221786979][bookmark: _Hlk221712665]Purpose: Clauses 12-25 contain standard 'boilerplate' provisions governing procedural and administrative matters such as how the Guarantee can be varied, how notices must be served, and which governing law applies.
Action Required:
· Complete the addresses, email addresses and contacts for service of Notices for the parties (clause 19 - Notices)
· Confirm English law and jurisdiction are appropriate and verify that this aligns with the underlying contract (clause 25 - Governing Law and Jurisdiction) 
Clause 12 - Announcements: Prohibits public announcements about the Guarantee without prior consent (not to be unreasonably withheld), but allows announcements required by law with prior notification.
Clause 13 - Further Assurance: Requires the parties to take additional steps to give full effect to the Guarantee.
Clause 14 - Assignment: Permits the Beneficiary to assign the Guarantee when assigning the underlying contract. The Guarantor may not assign without consent. Notice of assignment is required, and the Guarantor is prevented from challenging assignees' enforcement rights.
Clause 15 - Entire Agreement: Confirms the Guarantee contains the entire agreement and supersedes all prior discussions and understandings.
Clause 16 - Variations: Requires all variations to be in writing (excluding email) and signed by authorised representatives.
Clause 17 - No Waiver: Failure to exercise rights does not constitute waiver, and waivers of specific breaches do not waive subsequent breaches.
Clause 18 - Costs: Requires the Guarantor to pay all costs and expenses on a full indemnity basis incurred by the Beneficiary in enforcing rights under the Guarantee. Each party bears its own costs for negotiating and executing the Guarantee.
Clause 19 - Notices: Establishes notice requirements, including methods of service (hand delivery, first class recorded delivery, or email), deemed receipt times, and party contact details.
Clause 20 - Severance: Invalid or unenforceable provisions are severed without affecting the rest of the Guarantee, with good faith negotiation required to agree replacement provisions.
Clause 21 - Consequences of Discharge: Preserves clauses intended to survive discharge (such as confidentiality) and protects accrued rights and liabilities.
Clause 22 - Third Party Rights: Excludes third party enforcement rights under the Contracts (Rights of Third Parties) Act 1999, except as expressly provided.
Clause 23 - Counterparts and Execution: Allows execution in counterparts, with effectiveness conditional on all parties delivering executed counterparts.
Clause 24 - Remedies Cumulative: Confirms that rights and remedies under the Guarantee are cumulative and not exclusive of other legal rights.
Clause 25 - Governing Law and Jurisdiction: Establishes English law as the governing law and the courts of England and Wales as having exclusive jurisdiction.
[bookmark: _Hlk221626335]Execution
Purpose: Sets out the formalities for execution as a deed, including director signatures and witness requirements.
[bookmark: _Hlk222155293]Action Required: 
· Amend signature blocks for each party's execution requirements
· Ensure appropriate witnesses present
· Complete witness details
· Ensure the date in the execution block matches the date on the cover page
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