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Responding to this paper 

The European Securities and Markets Authority (ESMA) invites responses to the specific questions listed in the ESMA Consultation Paper - ESMA’s Technical Advice to the European Commission on the implementing measures of the Regulations on European Social Entrepreneurship Funds and European Venture Capital Funds, published on the ESMA website (here).
Instructions

Please note that, in order to facilitate the analysis of the large number of responses expected, you are requested to use this file to send your response to ESMA so as to allow us to process it properly. Therefore, please follow the instructions described below:

i. use this form and send your responses in Word format;

ii. do not remove the tags of type < ESMA_EUSEF_EUVECA_QUESTION_1> - i.e. the response to one question has to be framed by the 2 tags corresponding to the question; and

iii. if you do not have a response to a question, do not delete it and leave the text “TYPE YOUR TEXT HERE” between the tags.

Responses are most helpful:

i. if they respond to the question stated;

ii. contain a clear rationale, including on any related costs and benefits; and

iii. describe any alternatives that ESMA should consider

Given the breadth of issues covered, ESMA expects and encourages respondents to specially answer those questions relevant to their business, interest and experience.
To help you navigate this document more easily, bookmarks are available in “Navigation Pane” for Word 2010 and in “Document Map” for Word 2007.
Responses must reach us by 10 December 2014. 

All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input/Consultations’. 
Publication of responses

All contributions received will be published following the end of the consultation period, unless otherwise requested. Please clearly indicate by ticking the appropriate checkbox in the website submission form if you do not wish your contribution to be publicly disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. Note also that a confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
Data protection

Information on data protection can be found at www.esma.europa.eu under the heading ‘Disclaimer’.
Q1: Do you agree with the identified policy options set out in the cost benefit analysis (Annex III)? Could you identify any other options?

<ESMA_EUSEF_EUVECA_QUESTION_1>

TYPE YOUR TEXT HERE Famna’s members are not-for-profit social and health care providers in Sweden. Access to finance has been identified as a priority by our members, which also is shared across the social enterprise sector in Europe and has been highlighted by the European Commission. The social enterprise models are very diverse but share several common features in their operating model which impacts the architecture of various financial instruments.  

Famna welcomes the soft and light regime proposed by ESMA but would prefer an even lighter regime. This since the EuSEF aims to support suitable finance instruments to develop and grow the social enterprise sector. Therefore Famna would caution against any legal regulations or measured in relation to this consultation and therefore support the main approach of soft guidance rather than regulation. In addition this guidance should ideally be restricted to the EuSEF regulation only, in particularly the part relating to social impact measurement, since is appears to be following the logic of fund management and the financial sector’s practices rather than tailored to the models and logic of social enterprises.

The social enterprise sector is very diverse in its areas of work and goods and services produced. In reality social enterprises may produce “standard products” in the aim to achieve a social objective such as social cohesion and inclusion. For example a social enterprise may run a regular café but with its staff representing migrant workers or individuals with disabilities. Therefore a list of products and services would limit the full scope of social enterprise activity since it is not exclusively linked to the types of products and services produced but rather an approach on how to best reach its social objective. The starting point should rather be the primary purpose of the social enterprise – which should be the social mission which is the basis of its activities. 

This description of a social enterprise must be in line with the definition expressed in the European Commission’s Social Business Initiative which clearly set out three key criteria;  firstly; that social enterprises are formed to address a social issue or unmet need and not profit maximisation – the social aim is its core purpose which guides its activities. Secondly; any surpluses generated should be principally re-invested towards this social mission – Famnas members re-invest 100%. Thirdly; the legal models of social enterprises in Sweden vary but are clearly linked to the civil society sector and are often hybrid forms. 

The models of social enterprise in Sweden (idéburet företagande/social företagande) stem from the voluntary sector (idéburen sector) and its values and principles. Therefore we would prefer option 3 rather than a list of goods and services since it could potentially include a very broad list. But only if the principles are reflective of the social economy sector and its shared values. This is vital to limit the risk of opening the scope to “for profit and social” since the EuSEF aims to support financing for the social economy enterprises. 

<ESMA_EUSEF_EUVECA_QUESTION_1>

Q2: Do you agree with the proposal set out in the consultation paper? Are there any additional principles or criteria that you would like to propose?

<ESMA_EUSEF_EUVECA_QUESTION_2>

TYPE YOUR TEXT HERE We agree with the reasoning in points 21-22, based on common principles on condition that they are closely linked to the shared values and principles of the social economy and voluntary sector. An indicative list may limit the understanding that social enterprises are active in various fields however it may be used as a light guidance since most social enterprises are active in the field of social and health care. However, Famna questions the broader approach on environmental focus. This may limit the focus on the social aspect of social enterprises, which mainly are active to achieve social impact.
<ESMA_EUSEF_EUVECA_QUESTION_2>

Q3: Is it useful to provide indicative open-ended lists of goods and services provided by the social enterprises, methods of production employed and entities that provide financial support? 

<ESMA_EUSEF_EUVECA_QUESTION_3>

TYPE YOUR TEXT HERE Only as examples of activities. The social mission, purpose and models of social economy should be overriding.
<ESMA_EUSEF_EUVECA_QUESTION_3>

Q4: If so, do you agree with the lists of situations described in the proposed advice? Would you like to suggest any more?

<ESMA_EUSEF_EUVECA_QUESTION_4>

TYPE YOUR TEXT HERE See response Q1
<ESMA_EUSEF_EUVECA_QUESTION_4>

Q5: Do you agree with the description of the types of conflicts of interest? Would you like to suggest any other type?

<ESMA_EUSEF_EUVECA_QUESTION_5>

TYPE YOUR TEXT HERE A balance between stakeholders should be considered as well. Many social enterprises are new and still developing. Therefore caution must taken to ensure that the voice and interests of social enterprises are fully captured. One key area of risk and conflict would be mission drift from the core purpose of the social enterprise and applying “market logic and models” or the customs in the financial sector to rigidly which may harm the activites or structure of the social enterprise. 

<ESMA_EUSEF_EUVECA_QUESTION_5>

Q6: Do you agree with the standards proposed in terms of the measures that EuSEF managers should adopt in order to identify, prevent, manage, monitor and disclose the conflicts of interest?

<ESMA_EUSEF_EUVECA_QUESTION_6>

TYPE YOUR TEXT HERE Yes in principle but only in close dialogue and cooperation with the social enterprise to be able to capture their specificities since for instance decision making models are very different in the various forms of social enterprises such as cooperatives or associations.
<ESMA_EUSEF_EUVECA_QUESTION_6>

Q7: Could you quantify the costs that the implementation of these standards could generate for a EuSEF manager?

<ESMA_EUSEF_EUVECA_QUESTION_7>

TYPE YOUR TEXT HERE 
<ESMA_EUSEF_EUVECA_QUESTION_7>

Q8: Are there any other measures that you would like to propose? If so, could you quantify the costs of your proposal for the EuSEF manager?

<ESMA_EUSEF_EUVECA_QUESTION_8>

TYPE YOUR TEXT HERE

<ESMA_EUSEF_EUVECA_QUESTION_8>

Q9: Do you agree with the proposed approach?

<ESMA_EUSEF_EUVECA_QUESTION_9>

TYPE YOUR TEXT HERE Yes but also consider how to protect the social enterprise mission and activities in the relationship with the EuSEF manager and investors.
<ESMA_EUSEF_EUVECA_QUESTION_9>

Q10: Are there any other measures that you would like to propose? If so, could you quantify the costs of your proposal for the EuVECA manager?

<ESMA_EUSEF_EUVECA_QUESTION_10>

TYPE YOUR TEXT HERE

<ESMA_EUSEF_EUVECA_QUESTION_10>

Q11: Do you agree with the general approach on social impact measurement? 

<ESMA_EUSEF_EUVECA_QUESTION_11>

TYPE YOUR TEXT HERE Famna’s view is that social impact measurement is important but recommends a soft approach allowing for a broad set of methods to be used. This since the method used often is chosen to fit achievments relative the enterprise’s social mission. The method for social impact measurement must be tailored to the activities and social mission of the social enterprise and be social enterprises centred. In addition it must be proportionate and supportive of its activities. Indicators must be developed taking into account the balance between qualitative and quantitative results. There must be a close cooperation between the EuSEF Manager and social enterprise in setting any measurement. Also please consider the recommendations by the EESC opinion on the topic (INT/721) which reflects the sensitivities of the social enterprise perspectives well. In addition if the Fund Manager should be responsible, this individual must understand the models and logic of social enteprises and not only the financial sector perspectives.
<ESMA_EUSEF_EUVECA_QUESTION_11>

Q12: Could you help us estimate the costs to which the proposed approach would give rise for the EuSEF manager and the social enterprises?

<ESMA_EUSEF_EUVECA_QUESTION_12>

TYPE YOUR TEXT HERE From a social enterprise perspective key is that social enterprises can not bear the cost (time and money) since they have limited resources available. In addition crucial is that the EuSEF manager and the potential third party fully understands the social enterprise sector’s models and logic and do not apply methods or approaches which are primarily structured to suit the private sector.
<ESMA_EUSEF_EUVECA_QUESTION_12>

Q13: Which option would you favour? Why? 

i) Imposing on all EuSEF managers a single method for measuring the social impact (SROI, IRIS, other – please specify)

ii) Relying in generally on accepted existing methods, at the discretion of the EuSEF manager (SROI, IRIS, other – please specify)

iii) Allowing EuSEF managers to create their own method, following the principles and basic steps described in the proposal.

iv) A combination of (ii) and (iii).

<ESMA_EUSEF_EUVECA_QUESTION_13>

TYPE YOUR TEXT HERE Famna would prefer option 4, since there already often is a method in use by the social enterprise which has been tailored to fit the social enterprise’s activities.
<ESMA_EUSEF_EUVECA_QUESTION_13>

Q14: Could you please quantify the costs for the EuSEF manager of your preferred option?

<ESMA_EUSEF_EUVECA_QUESTION_14>

TYPE YOUR TEXT HERE

<ESMA_EUSEF_EUVECA_QUESTION_14>

Q15: Do you have any alternative proposals? If so, please quantify the costs involved.

<ESMA_EUSEF_EUVECA_QUESTION_15>

TYPE YOUR TEXT HERE

<ESMA_EUSEF_EUVECA_QUESTION_15>

Q16: Do you agree with the proposed approach with regard to the information on the different items of the investment strategy and objectives required under Article 14(1)(c) of the EuSEF Regulation?

<ESMA_EUSEF_EUVECA_QUESTION_16>

TYPE YOUR TEXT HERE Very few social enterprises due to their legal models (please note that the models in themselves are which are an important part of achieving the social mission) the have equity. Therefore Famna would encourage the EuSEF manager to explore other instrument when investing in social enterprises which are more suitable for their operating models. These are often based on blended capital and are patient and longterm investments. These instruments should be explored in close cooperation with the social enterprise sector to ensure they are suitable for both stakeholders.
<ESMA_EUSEF_EUVECA_QUESTION_16>

Q17: Do you agree with the proposed approach with regard to the information on the positive social impact expected, the projections and the past performance and the methodologies for measuring the social impact (Article 14(1)(d) and (e))?

<ESMA_EUSEF_EUVECA_QUESTION_17>

TYPE YOUR TEXT HERE Again Famna asks for an open and light regime and not a standard method and regulation and in close dialogue with the social enterprise. Further, transparency is crucial in particular the expectations on social and financial return for the EuSEF fund. 
<ESMA_EUSEF_EUVECA_QUESTION_17>

Q18: Do you agree with the proposed approach on the non-qualifying assets held by the EuSEF and the process and the criteria used for selecting these assets (Article 14(1)(f))?

<ESMA_EUSEF_EUVECA_QUESTION_18>

TYPE YOUR TEXT HERE Yes it is important that there is full transparency on the investment strategy. In particular on the 30% of investments in non-social enterprise undertakings to ensure an ethical approach. In addition these investments should be somewhat connected to the investment strategy aimed at social enterprises to avoid an open conflict of interest.
<ESMA_EUSEF_EUVECA_QUESTION_18>

Q19: Do you agree with the proposed approach with regard to the description of the support services, as required by Article 14(1)(l)? Do you think that the manager should provide information about the cost of the support services?

<ESMA_EUSEF_EUVECA_QUESTION_19>

TYPE YOUR TEXT HERE

<ESMA_EUSEF_EUVECA_QUESTION_19>

Q20: Do you consider that it is advisable to develop an indicative model or a template for the pre-contractual information that EuSEF has to provide to the investors under Article 14 of the EuSEF Regulation?

<ESMA_EUSEF_EUVECA_QUESTION_20>

TYPE YOUR TEXT HERE

<ESMA_EUSEF_EUVECA_QUESTION_20>
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