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DRAFT EUROPEAN PARLIAMENT LEGISLATIVE RESOLUTION 

on the proposal for a regulation of the European Parliament and of the Council on 

European Social Entrepreneurship Funds 

(COM(2011)0862 – C7-0489/2011 – 2011/0418(COD)) 

(Ordinary legislative procedure: first reading) 

The European Parliament, 

– having regard to the Commission proposal to Parliament and the Council 

(COM(2011)0862), 

– having regard to Article 294(2) and Article 114 of the Treaty on the Functioning of the 

European Union, pursuant to which the Commission submitted the proposal to Parliament 

(C7-0489/2011), 

– having regard to Article 294(3) of the Treaty on the Functioning of the European Union, 

– having regard to the opinion of the European Economic and Social Committee of 23 May 

20121, 

– having regard to Rule 55 of its Rules of Procedure, 

– having regard to the report of the Committee on Economic and Monetary Affairs and the 

opinions of the Committee on Employment and Social Affairs and the Committee on 

Legal Affairs (A7-0194/2012), 

1. Adopts its position at first reading hereinafter set out; 

2. Calls on the Commission to refer the matter to Parliament again if it intends to amend its 

proposal substantially or replace it with another text; 

3. Instructs its President to forward its position to the Council, the Commission and the 

national parliaments. 

 

 

 

 

 

                                                 
1 Not yet published in the Official Journal. 
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AMENDMENTS BY THE EUROPEAN PARLIAMENT* 

to the Commission proposal 

--------------------------------------------------------- 

REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL 

on European Social Entrepreneurship Funds 

(Text with EEA relevance) 

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION, 

Having regard to the Treaty on the Functioning of the European Union, and in particular 

Article 114 thereof, 

Having regard to the proposal from the European Commission, 

After transmission of the draft legislative act to the national parliaments, 

Having regard to the opinion of the European Central Bank1, 

Having regard to the opinion of the European Economic and Social Committee2, 

Acting in accordance with the ordinary legislative procedure, 

Whereas: 

(1) Increasingly, as investors also pursue social goals and are not only seeking financial 

returns, a social investment market has been emerging in the Union, comprised in part 

by investment funds targeting social undertakings. Such investment funds provide 

funding to social undertakings which are acting as drivers of social change by offering 

innovative solutions to social problems, helping to tackle the social consequences of 

the financial crisis and making a valuable contribution to meeting the objectives of 

the Europe 2020 Strategy. 

(1a) This Regulation is part of the Social Business Initiative set out by the Commission 

in its communication of 25 October 2011 entitled ‘Social Business Initiative – 

Creating a favourable climate for social enterprises, key stakeholders in the social 

economy and innovation’. 

(2) It is necessary to lay down a common framework of rules regarding the use of the 

                                                 
* Amendments: new or amended text is highlighted in bold italics; deletions are indicated by the 

symbol ▌. 
1 OJ C …p… 
2 OJ C , , p. . 
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designation "European Social Entrepreneurship Fund", in particular on the 

composition of the portfolio of funds that operate under this designation, their eligible 

investment targets, the investment tools they may employ and the categories of 

investors that are eligible to invest in such funds by uniform rules in the Union. In the 

absence of such a common framework, there is a risk that Member States take 

diverging measures at national level having a direct negative impact on, and creating 

obstacles to, the good functioning of the internal market, since funds that wish to 

operate across the Union would be subject to different rules in different Member 

States. Moreover, diverging quality requirements on portfolio composition, investment 

targets and eligible investors could lead to different levels of investor protection and 

generate confusion as to the investment proposition associated with a European Social 

Entrepreneurship Fund (EuSEF). Investors should, furthermore, be able to compare 

the investment propositions of different EuSEFs. It is necessary to remove significant 

obstacles to cross-border fundraising by EuSEFs and to avoid distortions of 

competition between those funds, and to prevent any further likely obstacles to trade 

and significant distortions of competition from arising in the future. Consequently, the 

appropriate legal basis is Article 114 TFEU, as interpreted in accordance with the 

consistent case law of the Court of Justice of the European Union. 

(3) It is necessary to adopt a Regulation establishing uniform rules applicable to EuSEFs 

and imposing corresponding obligations on their managers in all Member States that 

wish to raise capital across the Union using the designation "European Social 

Entrepreneurship Fund". These requirements should ensure the confidence of investors 

that wish to invest in such funds.  

(3a) This Regulation is intended not to undermine existing national schemes allowing 

investment in social businesses, but, rather, to complement them at Union level.  

(4) Defining the quality requirements for the use of the designation "European Social 

Entrepreneurship Fund" in the form of a Regulation should ensure that those 

requirements will be directly applicable to the managers of collective investment 

undertakings that raise funds using this designation. This would ensure uniform 

conditions for the use of this designation by preventing diverging national 

requirements as a result of the transposition of a Directive. This Regulation would 

entail that managers of collective investment undertakings that use this designation 

would need to follow the same rules in all of the Union, which would also boost 

confidence of investors that wish to invest in funds that focus on social undertakings. 

A Regulation would also reduce regulatory complexity and the manager's cost of 

compliance with often divergent national rules governing such funds, especially for 

those managers that want to raise capital on a cross-border basis. A Regulation should 

also contribute to eliminating competitive distortions.  

(5) This Regulation supplements and is without prejudice to the existing generally 

applicable Union rules on collective investment undertakings and their managers such 

as Directive 2009/65/EC of the European Parliament and of the Council of 13 July 

2009 on the coordination of laws, regulations, and administrative provisions, relating 
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to undertakings for collective investment in transferable securities (UCITS)1 and 

Directive 2011/61/EC of the European Parliament and of the Council of 8 June 20011 

on Alternative Investment Fund Managers.2 Collective investment undertakings and 

their managers subject to this Regulation are a subset of alternative investment 

funds and their managers as defined in Article 4(1)(a) and (b) of Directive 

2011/61/EC and must, therefore, comply with the relevant rules applicable to them 

under this Regulation and under Directive 2011/61/EC.  

(6) Where managers of collective investment undertakings do not wish to use the 

designation "European Social Entrepreneurship Fund" then this Regulation does not 

apply. In those cases, existing national rules and general Union rules should continue 

to apply.  

(6a) While the EuSEF can play an important role in furthering social entrepreneurship, 

and even though safeguards are included to ascertain that funds are properly used, 

there is a risk that EuSEFs are used for unintended purposes. Supervisory 

authorities should be vigilant in this regard and a review should be undertaken to 

ensure that any such potential loopholes are closed. 

(7) This Regulation should establish uniform rules on the nature of EuSEFs, in particular 

on the portfolio undertakings into which the EuSEFs are to be permitted to invest, and 

the investment instruments to be used. In order to ensure the necessary clarity and 

certainty and in order to avoid any abuse of the EuSEF regime by non-qualifying 

investment funds, this Regulation should also lay down uniform criteria to identify 

social undertakings as eligible qualifying portfolio undertakings. Social undertakings 

have the achievement of positive social impact as their principle objective rather than 

maximising their profits. Therefore, this Regulation should require that a qualifying 

portfolio undertaking should have the achievement of a measurable and positive social 

impact as its focus; that it uses its profits to achieve its primary objective; and that it 

be managed in an accountable and transparent way. For the, in general, exceptional 

cases, in which a qualifying portfolio undertaking wishes to distribute profits to 

shareholders and owners, the qualifying portfolio undertaking should have predefined 

procedures and rules on how profits are distributed to shareholders and owners. Those 

rules should specify that distribution of profits does not undermine the primary social 

objective. 

(8) Social undertakings include a large range of undertakings, the primary objective of 

which is to achieve social impact rather than generate profit for owners and 

shareholders, may take various legal forms and provide social services or goods to 

vulnerable or marginalised persons. Social services include combating poverty, access 

to housing, healthcare, assistance for elderly or disabled persons, child care, access to 

employment and training as well as dependency management. Social undertakings 

also include undertakings that employ a method of production of goods or services 

which embeds their social objective, but whose activities may be outside the realm of 

the provision of social goods or services. Those activities include social and 

professional integration by means of access to employment for people disadvantaged 

                                                 
1 OJ L 302, 17.11.2009, p.32. 
2 OJ L 174, 1.7.2011, p.1. 
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in particular by insufficient qualifications or social or professional problems leading to 

exclusion and marginalisation. Such undertakings use surpluses mainly to achieve 

social goals and are managed in an accountable and transparent way, in particular 

by involving workers, customers and stakeholders that are affected by its business 

activity. 

(9) Taking into account the specific funding needs of social undertakings, it is necessary 

to achieve clarity regarding the types of instruments a EuSEF should use for such 

funding. Therefore, this Regulation should lay down uniform rules on the eligible 

instruments to be used by a EuSEF when making investments, which include equity 

and quasi equity instruments, debt instruments, including promissory notes and 

certificates of deposit, investments into other EuSEFs and short and medium term 

loans, including shareholder loans and grants. 

(10) To maintain the necessary flexibility in its investment portfolio, EuSEFs may also 

invest in other assets than qualifying investments to the extent that these investments 

do not exceed the limits set by this Regulation for non-qualifying investments. Short 

term holdings such as cash and cash equivalents should not be taken into account for 

the calculation of the limits set for non-qualifying investments in this Regulation.  

(11) In order to ensure that the designation "European Social Entrepreneurship Fund" is 

reliable and easily recognisable for investors across the Union this Regulation should 

establish that only EuSEF managers which comply with the uniform quality criteria as 

set out in this Regulation should be eligible to use this designation when marketing 

EuSEFs across the Union.  

(12) In order to ensure that EuSEFs have a distinct and identifiable profile which is suited 

to their purpose, there should be uniform rules on the composition of the portfolio and 

on the investment techniques which are permitted for such funds.  

(13) In order to ensure that EuSEFs do not contribute to the development of systemic risks, 

and ▌ that such funds concentrate, in their investment activities, on supporting 

qualifying portfolio companies, borrowing or leveraging at the level of the fund 

should not be permitted. However, in order to permit the fund to cover extraordinary 

liquidity needs that might arise between the call of committed capital from investors 

and the actual reception of the capital in its accounts, short-term borrowing should be 

allowed. 

(14) In order to ensure that EuSEFs are marketed to investors who have the knowledge, 

experience and capacity to take on the risks these funds carry, and in order to maintain 

investor confidence and trust in EuSEF, certain specific safeguards should be laid 

down. Therefore, EuSEFs should in general only be marketed to investors who are 

professional clients or who can be treated as professional clients under Directive 

2004/39/EC of the European Parliament and of the Council of 21 April 2004 on 

markets in financial instruments ▌.  However, in order to have a sufficiently broad 

investor base for investments into EuSEFs it is also desirable that certain other 

investors have access to these funds, including high net worth individuals. For those 

other investors, specific safeguards should be laid down in order to ensure that 

EuSEFs are only marketed to investors that have the appropriate profile for making 
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such investments. These safeguards exclude marketing through the use of periodic 

savings plans. 

(15) To ensure that only EuSEF managers who fulfil uniform quality criteria as regards 

their behaviour in the market use the designation "European Social Entrepreneurship 

Fund", this Regulation should establish rules on the conduct of business and the 

relationship of the EuSEF manager to its investors. For the same reason, this 

Regulation should also lay down uniform conditions concerning the handling of 

conflicts of interest by such managers. These rules should also require the manager to 

have the necessary organisational and administrative arrangements in place to ensure a 

proper handling of conflicts of interest.  

(15a) Where an EuSEF manager intends to delegate functions to third parties, the 

manager's liability towards the EuSEF and its investors should not be affected by 

the delegation of functions by the EuSEF manager to a third party. Moreover, the 

EuSEF manager should not delegate functions to the extent that, in essence, it can 

no longer be considered to be the EuSEF manager and has become a letter-box 

entity. The EuSEF manager should remain responsible for the proper performance 

of delegated functions and compliance with this Regulation at all time. The 

delegation of functions should not undermine the effectiveness of supervision of the 

EuSEF manager, and, in particular, should not prevent the EuSEF manager from 

acting, or the EuSEF from being managed, in the best interests of its investors. 

(16) The creation of positive social impacts in addition to the generation of financial 

returns for investors is a key characteristic of investment funds targeting social 

undertakings, one which distinguishes them from other types of investment funds. 

This Regulation should therefore require that the EuSEF managers put in place 

procedures for monitoring and measuring the positive social impacts which are to be 

achieved by investment into qualifying portfolio undertakings.  

(17) In order to ensure the integrity of the designation "European Social Entrepreneurship 

Fund", this Regulation should also contain quality criteria as regards the organisation 

of a EuSEF manager. Therefore, this Regulation should lay down uniform, 

proportionate requirements for the need to maintain adequate technical and human 

resources as well as sufficient own funds for the proper management of EuSEFs.  

(18) It is necessary for the purpose of investor protection to ensure that EuSEFs assets are 

properly evaluated. Therefore the statutory document of the EuSEF should contain 

rules on the valuation of assets. This should ensure the integrity and the transparency 

of the valuation. 

(19) In order to ensure that EuSEF managers which make use of the designation "European 

Social Entrepreneurship Funds" give sufficient account of their activities, uniform 

rules on annual reports should be established.  

(20) To ensure the integrity of the designation "European Social Entrepreneurship Fund" in 

the eyes of investors, it is necessary that the designation only be used by fund 

managers who are fully transparent as to their investment policy and their investment 

targets. This Regulation should therefore set out uniform rules on disclosure 
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requirements that are incumbent on a EuSEF manager in relation to his investors. 

These requirements include those elements that are specific to investments into social 

undertakings, so that greater consistency and comparability of such information may 

be achieved. This includes information about the criteria and the procedures which are 

used to select particular qualifying portfolio undertakings as investment targets. This 

also includes information about the positive social impact to be achieved by the 

investment policy and how this should be monitored and assessed. To ensure the 

necessary confidence and the trust of investors in such investments, this further 

includes information about the assets of the EuSEF which are not invested into 

qualifying portfolio undertakings and how these are selected.  

(21) In order to ensure effective supervision of the uniform requirements contained in this 

Regulation, the competent authority of the home Member State should supervise 

compliance of the EuSEF manager with the uniform requirements set out in this 

Regulation. To this effect, the EuSEF manager who wishes to market his funds under 

the designation "European Social Entrepreneurship Fund" should inform the 

competent authority of his home Member State of this intention. The competent 

authority should authorise the fund manager if all necessary information has been 

provided and if there are suitable arrangements to comply with the requirements of 

this Regulation are in place. That authorisation should be valid across the entire 

Union. 

(22) In order to ensure effective supervision of compliance with the uniform criteria set 

out, this Regulation should contain rules on the circumstances under which 

information supplied to the competent authority in the home Member State needs to be 

updated.  

(23) For the effective supervision of the requirements laid down, this Regulation should 

also establish a process for cross-border notifications between the competent 

supervisory authorities, to be triggered by the authorisation of the EuSEF manager in 

its home Member State.  

(24) In order to maintain transparent conditions for the marketing of EuSEF managers 

across the Union, the European Supervisory Authority (European Securities and 

Markets Authority) ('ESMA') established by Regulation (EU) No 1095/2010 of the 

European Parliament and of the Council1 should be entrusted with maintaining a 

central database listing all EuSEFs that are authorised in accordance with this 

Regulation.  

(24a) ESMA and the competent authorities of the Member States should be responsible 

for informing investors, investment fund managers and companies of the existence 

of the EuSEF. 

(25) In order to ensure the effective supervision of the uniform criteria established, this 

Regulation should contain a list of supervisory powers that competent authorities shall 

have at their disposal.  

                                                 
1  OJ L 331, 15.12.2010, p. 84. 
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(26) In order to ensure proper enforcement, this Regulation should contain sanctions for the 

breach of its key provisions, namely the rules on portfolio composition, on safeguards 

relating to the identity of eligible investors, and on the use of the designation 

"European Social Entrepreneurship Fund" only by authorised EuSEF managers. It 

should be established that a breach of these key provisions entails the prohibition of 

the use of the designation and the removal of the fund manager from the register. 

(27) Supervisory information should be exchanged between the competent authorities in 

the home and host Member States and ESMA.  

(28) Effective regulatory cooperation among the entities tasked with supervising 

compliance with the uniform criteria set out in this Regulation requires that a high 

level of professional secrecy should apply to all relevant national authorities and to 

ESMA.  

(29) Technical standards in financial services should ensure consistent harmonisation and a 

high level of supervision across the Union. As a body with highly specialised 

expertise, it would be efficient and appropriate to entrust ESMA with the elaboration 

of draft implementing technical standards where these do not involve policy choices, 

for submission to the Commission.  

(30) The Commission should be empowered to adopt implementing technical standards by 

means of implementing acts pursuant to Article 291 of the Treaty on the Functioning 

of the European Union and in accordance with Article 15 of Regulation (EU) No 

1095/2010 of the European Parliament and the Council of 24 November 2010 

establishing a European Supervisory Authority (European Securities and Markets 

Authority) ▌. ESMA should be entrusted with drafting implementing technical 

standards for the format ▌of the notification ▌. 

(31) In order to specify the requirements set out in this Regulation, the power to adopt acts 

in accordance with Article 290 of the Treaty on the Functioning of the European 

Union should be delegated to the Commission in respect of specifying the methods to 

be used to for calculating and monitoring the threshold as referred to in this 

Regulation, the types of goods and services and methods of production for goods and 

services embodying a social objective and the circumstances in which profits may be 

distributed to owners and investors, the types of conflicts of interest EuSEF managers 

need to avoid and the steps to be taken in that respect, the details of the procedures to 

measure the social impacts to be achieved by the qualifying portfolio undertakings, 

and the content and procedure for provision of information for investors. It is of 

particular importance that the Commission ▌ carry out appropriate consultations 

during its preparatory work, including at expert level, taking into account self-

regulatory initiatives and codes of conduct. The Commission, when preparing and 

drawing up delegated acts, should ensure a simultaneous, timely and appropriate 

transmission of relevant documents to the European Parliament and Council. 

▌ 

(33) At the latest four years after the date on which this Regulation becomes applicable a 

review of this Regulation should be carried out in order to take account of the 
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development of the market of EuSEFs. On the basis of the review, the Commission 

should submit a report to the European Parliament and the Council accompanied, if 

appropriate, by legislative changes.  

(33a) This Regulation does not approximate existing tax structures in Member States the 

aim of which is to encourage social entrepreneurship. Those structures must comply 

with Union law, in particular the principle of non-discrimination. At the latest when 

this Regulation is reviewed, the Commission will look into whether or not it is 

appropriate for the Regulation to be complemented by a European tax structure 

aimed at encouraging social entrepreneurship. 

(34) This Regulation respects fundamental rights and observes the principles recognised in 

particular by the Charter of Fundamental Rights of the European Union, including the 

right to respect for private and family life and the freedom to conduct a business. 

(35) Directive 95/46/EC of the European Parliament and of the Council of 24 October 1995 

on the protection of individuals with regard to the processing of personal data and on 

the free movement of such data1 governs the processing of personal data carried out in 

the Member States in the context of this Regulation and under the supervision of the 

Member States competent authorities, in particular the public independent authorities 

designated by the Member States. Regulation (EU) No 45/2001 of the European 

Parliament and of the Council of 18 December 2000 on the protection of individuals 

with regard to the processing of personal data2 by the Union institutions and bodies 

and on the free movement of such data, governs the processing of personal data 

carried out by ESMA within the framework of this Regulation and under the 

supervision of the European Data Protection Supervisor. 

(36) Since the objective of this Regulation, namely to develop a an internal market for 

EuSEFs by laying down a framework for the authorisation of EuSEF managers 

facilitating the marketing of EuSEFs throughout the Union, cannot be sufficiently 

achieved by the Member States and can therefore, by reason of its scale and effects, be 

better achieved at Union level, the Union may adopt measures in accordance with the 

principle of subsidiarity as set out in Article 5 of the Treaty on the European Union. In 

accordance with the principle of proportionality, as set out in that Article, this 

Regulation does not go beyond what is necessary in order to achieve that objective, 

HAVE ADOPTED THIS REGULATION: 

CHAPTER I 

SUBJECT MATTER, SCOPE AND DEFINITIONS 

Article 1 

This Regulation lays down uniform requirements for those managers of collective investment 

                                                 
1  OJ L 281, 23.11.1995, p. 31. 
2  OJ L 8, 12.1.2001, p. 1. 



 

PE483.704v02-00 14/46 RR\904606EN.doc 

EN 

undertakings who wish to use the designation "European Social Entrepreneurship Fund" 

(EuSEF) and the conditions for the marketing of collective investment undertakings under this 

designation in the Union, thereby contributing to the smooth functioning of the internal 

market.  

This Regulation also lays down uniform rules for the marketing of EuSEF managers to 

eligible investors across the Union, for the portfolio composition of EuSEFs, for the eligible 

investment instruments and techniques, as well as on the organisation, transparency and 

conduct of EuSEF managers that market EuSEFs across the Union.  

Article 2 

1. This Regulation applies to managers of collective investment undertakings as defined 

in point (b) of Article 3 (1), that are established in the Union and that manage 

portfolios of EuSEFs whose assets under management in total:  

(a) do not exceed a threshold of EUR 500 million and are subject to registration 

with the competent authorities of their home Member State in accordance with 

point (a) of Article 3 (3) of Directive 2011/61/EC; or 

(b) meet or exceed the threshold of EUR 500 million and are  subject to 

authorisation in accordance with Article 6 of Directive 2011/61/E, provided 

that such managers choose to opt into the regime established by this 

Regulation and comply with it at all times in relation to the EuSEFs that 

they manage. 

In the Member States whose currency is not the euro the above threshold shall be 

calculated in the corresponding value in the national currency on the date of the entry 

into force of this Regulation. 

2. In calculating the threshold referred to in paragraph 1 managers of collective 

investment undertakings who manage funds other than EuSEFs will not need to 

aggregate the assets managed in these other funds. 

3. The Commission shall be empowered to adopt delegated acts in accordance with 

Article 24 specifying the methods for calculating the threshold as referred in 

paragraph 1 of this Article and for monitoring compliance with this threshold on an 

ongoing basis.  

3a. EuSEF managers subject to authorisation under this Regulation may additionally 

manage UCITS subject to authorisation under Directive 2009/65/EC provided that 

they are external managers. 

Article 3 

1. For the purposes of this Regulation, the following definitions shall apply: 

(a) 'EuSEF' means a collective investment undertaking that invests at least 70 % of 
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its aggregate capital contributions in assets that are qualifying investments;  

(aa) 'relevant costs' means all fees, charges and expenses which are directly or 

indirectly borne by investors and which are agreed between the manager of, 

and the investors in, the EuSEFs; 

(b) 'collective investment undertaking' means an undertaking which raises capital 

from a number of investors with a view to investing it in accordance with a 

defined investment policy for the benefit of those investors and which does not 

require authorisation pursuant to Article 5 of Directive 2009/65/EC; 

(c) 'qualifying investments' means any of the following instruments:  

(i) equity or quasi equity instruments that are: 

– issued by a qualifying portfolio undertaking and acquired 

directly by the EuSEF from the qualifying portfolio 

undertaking, ▌ 

– 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 EuSEF in exchange for an equity instrument 

issued by the qualifying portfolio undertaking;  

(ii) securitised and un-securitised debt instruments, issued by a qualifying 

portfolio undertaking, including promissory notes and certificates of 

deposit, shareholder loans and grants; 

(iii) units or shares of one or several other EuSEFs; 

(iv) medium to long term loans granted to qualifying portfolio undertakings 

by the EuSEF; 

(v) any other type of participation in a qualifying portfolio undertaking.  

(d) ‘qualifying portfolio undertaking’ means an undertaking that, at the time of an 

investment by the EuSEF, is not listed on a regulated market as defined in 

point (14) of Article 4 (1) of Directive 2004/39/EC ▌ and which: 

(i) has the achievement of measurable, positive social impacts as a primary 

objective in accordance with its articles of association, statutes or any 

other statutory document establishing the business, where the 

undertaking: 

– ▌provides services or goods to vulnerable, marginalised, 

disadvantaged or excluded persons; ▌ 
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– provides goods and services through a method of production, 

which embodies integration of vulnerable, marginalised, 

disadvantaged or excluded persons; or 

– finances or supports undertakings referred to in the first or the 

second indent or both; 

(ii) uses its profits first and foremost to achieve its primary objective 

instead of distributing profits and has in place predefined procedures 

and rules for any circumstances in which profits are distributed to 

shareholders and owners, which ensure that any such distribution of 

profits does not undermine its primary objective; and 

(iii) is managed in an accountable and transparent way, in particular by 

involving workers, customers and stakeholders affected by its business 

activities. 

(e) 'equity' means ownership interest in an undertaking, represented by the shares 

or other form of participation in the capital of the qualifying portfolio 

undertaking issued to the investors; 

(ea) 'quasi-equity' means any type of financing instrument which is a 

combination of equity and debt or which has a debt element and the return 

of which is predominantly based on the profits or losses of the qualifying 

portfolio undertaking and which is unsecured in the event of default; 

(f) 'marketing' means a direct or indirect offering or placement at the initiative of 

the EuSEF manager or on behalf of that manager of units or shares of a EuSEF 

it manages to or with investors domiciled or with a registered office in the 

Union; 

(g) 'committed capital' means any commitment pursuant to which a person is 

obligated to acquire an interest in the EuSEF or make capital contributions to 

the EuSEF; 

(h) ‘EuSEF manager’ means a legal person the regular business of which is 

managing at least one EuSEF;  

(i) 'home Member State' means the Member State where the EuSEF manager is 

established or has its registered office; 

(j) 'host Member State' means the Member State, other than the home Member 

State, where the EuSEF manager markets EuSEFs in accordance with this 

Regulation. 

(k) 'competent authority' means the national authority which the home Member 

State designates, by law or regulation, to undertake the registration of 

managers of collective investment undertakings as referred to in Article 2 (1). 
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In regard to point (a) of the first subparagraph, the percentage shall be calculated 

on average within a maximum period of five years, and on the basis of amount 

investible after deduction of all relevant costs and short-term holdings in cash and 

cash equivalents.  

In regard to point (h) of the first subparagraph, where the legal form of the EuSEF 

permits internal management and where the EuSEF's governing body chooses not 

to appoint an external manager, the manager may be the EuSEF itself, which shall 

then be authorised as manager. 

2. The Commission shall be empowered to adopt delegated acts in accordance with 

Article 24 specifying the types of services or goods and the methods of production of 

services or goods that embody a social objective referred to in point (i) of paragraph 1 

(d) of this Article taking into account the different kinds of qualifying portfolio 

undertakings and those circumstances in which profits can be distributed to owners 

and investors.  

CHAPTER II 

CONDITIONS FOR THE USE OF THE DESIGNATION 

"EUROPEAN SOCIAL ENTREPRENEURSHIP FUND" 

Article 4 

EuSEF managers who comply with the requirements set out in this Chapter shall be entitled to 

use the designation "European Social Entrepreneurship Fund" in relation to the marketing of 

EuSEFs across the Union. 

Article 5 

1. EuSEF managers shall ensure that, when acquiring assets other than qualifying 

investments no more than 30 % of the EuSEF's aggregate capital contributions is used 

for the acquisition of assets other than qualifying investments. That percentage shall 

be calculated on average within a period of maximum five years, and on the basis of 

amount investible after deduction of all relevant costs, short term holdings in cash 

and cash equivalents. 

2. EuSEF managers may borrow, issue debt obligations or provide guarantees, at the 

level of the EuSEF, provided that such borrowings, debt obligations or guarantees 

are covered by uncalled commitments and thus do not increase the exposure of the 

fund beyond its commitments.  

3. ▌Paragraph 2 shall not apply to borrowing for a non-renewable term of no longer than 

120 calendar days to provide liquidity between a call for and receipt of committed 

capital from investors. 
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Article 6 

EuSEF managers shall market the units and shares of the EuSEFs under management 

exclusively to investors which are considered to be professional clients in accordance of 

Section I of Annex II of Directive 2004/39/EC, or may, on request, be treated as professional 

clients in accordance with Section II of Annex II of Directive 2004/39/EC, or to other 

investors where: 

(a) those other investors commit to invest a minimum of EUR 100.000; 

(b) those other investors state in writing, in a separate document from the contract that is 

concluded for the commitment to invest, that they are aware of the risks associated 

with the envisaged commitment;  

(c) the EuSEF manager undertakes an assessment of the expertise, experience and 

knowledge of the investor, without presuming that the investor has the market 

knowledge and experience of those listed in Section I of Annex II of Directive 

2004/39/EC; 

(d) the EuSEF manager is reasonably assured, in light of the nature of the commitment 

envisaged, that the investor is capable of making his own investment decisions and 

understanding the risks involved, and that a commitment of this kind is appropriate for 

such an investor;  

(e) the EuSEF manager confirms in writing that he has undertaken the assessment referred 

to in point (c) and has reached the conclusion referred to in point (d). 

Article 7 

EuSEF managers shall, in relation to the EuSEF they manage: 

(a) act with due skill, care and diligence in conducting their activities and treat their 

investors fairly; 

(b) apply appropriate policies and procedures for preventing malpractice that might affect 

the interests of investors and the qualifying portfolio undertakings,  

(c) conduct their business activities so as to promote the positive social impact of the 

qualifying portfolio undertakings in which they have invested, the best interests of 

the EuSEFs they manage, the investors in those EuSEFs and the integrity of the 

market; 

(d) apply a high level of diligence in the selection and ongoing monitoring of investments 

in qualifying portfolio undertakings and the  positive social impact of those 

undertakings; 

(e) possess adequate knowledge and understanding of the qualifying portfolio 

undertakings they invest in. 

In regard to point (b) of the first subparagraph, appropriate policies and procedures shall 
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include, in particular, rules for personal transactions by the EuSEF's employees or for the 

holding or management of investments in order to invest on its own account and shall 

ensure that each transaction involving the EuSEF can be reconstructed according to its 

origin, the parties to it, its nature, and the time and place at which it was effected and that 

the assets of the EuSEFs managed by the manager are invested in accordance with the 

EuSEF rules or instruments of incorporation and the legal provisions in force. 

 

Article 8 

1. EuSEF managers shall identify and avoid conflicts of interest and, where they cannot 

be avoided, manage and monitor and, in accordance with paragraph 4, disclose, those 

conflicts of interest in order to prevent them from adversely affecting the interests of 

the EuSEFs and their investors and to ensure that the EuSEFs they manage are fairly 

treated. 

2. EuSEF managers shall identify in particular those conflicts of interest that may arise 

between 

(a) EuSEF managers, those persons who effectively conduct the business of the 

EuSEF manager, employees or any person who directly or indirectly controls 

or is controlled by the EuSEF manager, and the EuSEF managed by the EuSEF 

manager or the investors in those EuSEFs; 

(b) a EuSEF or the investors in that EuSEF, and another EuSEF managed by that 

EuSEF manager, or the investors in that other EuSEF. 

3. EuSEF managers shall maintain and operate effective organisational and 

administrative arrangements in order to comply with the requirements laid down in 

paragraphs 1 and 2. 

4. Disclosures of conflicts of interest as referred to in paragraph 1 shall be provided, 

where organisational arrangements made by the EuSEF manager to identify, prevent, 

manage and monitor conflicts of interest are not sufficient to ensure, with reasonable 

confidence, that risks of damage to investors’ interests will be prevented. EuSEF 

managers shall clearly disclose the general nature or sources of conflicts of interest to 

the investors before undertaking business on their behalf. 

5. The Commission shall be empowered to adopt delegated acts in accordance with 

Article 24 specifying: 

(a) the types of conflicts of interest as referred to in paragraph 2 of this Article; 

(b) the steps EuSEF Managers are expected to take, in terms of structures and 

organisational and administrative procedures, in order to identify, prevent, 

manage, monitor and disclose conflicts of interest. 
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Article 9 

1. EuSEF managers shall employ for each EuSEF they manage procedures to measure 

and monitor through clear and comparable indicators the extent to which the 

qualifying portfolio undertakings, in which the EuSEF invests, achieve the positive 

social impact that they are committed to.  

1a. The indicators referred to in paragraph 1 shall include at least the following:  

(a) employment and labour markets; 

(b) standards and rights relating to job quality; 

(c) social inclusion and protection of particular groups; 

(d) equality of treatment and opportunities and non- -discrimination; 

(e) public health and safety; 

(f) access to and effects on social protection, health and educational systems.  

2. The Commission shall be empowered to adopt delegated acts in accordance with 

Article 24 specifying: 

(a)  the details of the procedures referred in paragraph 1 of this Article, in relation 

to different qualifying portfolio undertakings; 

(b) the detailed criteria for measuring the social impact of a qualifying portfolio 

undertaking specifying the indicators referred to in paragraph 1a; 

(c) the methodology for combining the detailed criteria referred to in point (b) of 

this paragraph and, if possible, the relative weighting of those criteria in the 

overall assessment of the social impact of the qualifying portfolio 

undertaking. 

Article 10 

At all times, EuSEF managers shall have ▌sufficient own funds of at least equivalent to 25 % 

of their previous year’s fixed overheads.  

The competent authorities may adjust that requirement in the event of a material change in 

the EuSEF’s business since the preceding year. 

Where a EuSEF has not completed a year of business following its establishment, the 

requirement shall be that the EuSEF has own funds of at least 25 % of the fixed overheads 

projected in its business plan, unless an adjustment to that plan is required by the 

competent authorities. 

EuSEF managers shall use adequate and appropriate human and technical resources as are 

necessary for the proper management of EuSEFs. 
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Article 11 

Rules for the valuation of assets shall be laid down in the statutory documents of the EuSEF.  

Article 12 

1. EuSEF managers shall make available an annual report to the competent authority of 

the home Member State for each EuSEF under management no later than 6 months 

following the end of the financial year. The report shall describe the composition of 

the portfolio of the EuSEF and the activities of the past year. It shall contain the 

audited financial accounts for the EuSEF. It shall be produced in accordance with 

existing reporting standards and the terms agreed between the EuSEF manager and the 

investors. EuSEF managers shall provide the report to investors on request. EuSEF 

managers and investors may agree additional disclosures amongst themselves.  

2. The annual report shall at least include the following elements: 

(a) details, as appropriate, of the overall social outcomes achieved by the 

investment policy and the method used to measure these outcomes; 

(b) a statement of any divestments in relation to qualifying portfolio undertakings 

that have occurred; 

(c) a description of whether divestments in relation to the other assets of the 

EuSEF which are not invested into qualifying portfolio undertakings occurred 

on the basis of the criteria as referred to in point (e) of Article 13 (1); 

(d) a summary of the activities the EuSEF manager has undertaken in relation to 

the qualifying portfolio undertakings as referred to in point (k) of Article 13(1). 

(da) detailed information on the nature and purpose of the investments other 

than qualifying portfolio investments referred to in Article 4(1). 

3. Where the EuSEF manager is required to make public an annual financial report in 

accordance with Article 4 of Directive 2004/109/EC of the European Parliament and 

Council in relation to the EuSEF the information referred to in paragraphs 1 and 2 of 

this Article may be provided either separately or as an additional part of the annual 

financial report.  

Article 13 

1. EuSEF managers shall inform their investors prior to their investment decision at least 

about the following elements:  

(a) the identity of the EuSEF manager and of any other service providers 

contracted by the EuSEF manager in relation to their management, and a 

description of their duties; 
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(b) a description of the investment strategy and objectives of the EuSEF, including 

a description of the types of the qualifying portfolio undertakings and the 

process and criteria which are used for identifying them, the investment 

techniques it may employ, and any applicable investment restrictions;  

(c) the positive social impact being targeted by the investment policy of the 

EuSEF, including where relevant, projections of such outcomes as may be 

reasonable, and information on the impact measurement criteria and 

methodology to be applied to each respective investment and, where 

available, past performance in this area; 

(d) the methodologies to be used to measure social impacts; 

(e) detailed information on the nature and purpose of the assets other than 

qualifying portfolio undertakings and the process and the criteria which are 

used for selecting these assets unless they are cash or cash equivalents; 

(f) a description of the risk profile of the EuSEF and any risks associated with the 

assets in which the fund may invest or the investment techniques that may be 

employed; 

(g) a description of the EuSEF’s valuation procedure and of the pricing 

methodology for valuing assets, including the methods used for valuing 

qualifying portfolio undertakings; 

(h) a description of all fees, charges and expenses and of the maximum amounts 

thereof which are directly or indirectly borne by investors; 

(i) a description of how the remuneration of the EuSEF manager is calculated as 

well as a disclosure of the profits of the fund; 

(j) where available, the historical financial performance of the EuSEF; 

(k) the business support services and the other support activities the EuSEF 

manager is providing or arranging through third parties in order to facilitate the 

development, growth or in some other respect the on-going operations of the 

qualifying portfolio undertakings in which the EuSEF invests, or, where these 

services or activities are not provided, an explanation of that fact;  

(l) a description of the procedures by which the EuSEF may change its investment 

strategy or investment policy, or both. 

2. All of the information referred to in paragraph 1 shall be fair, clear and not misleading. 

It shall be kept up-to-date and reviewed regularly. 

3. Where the EuSEF manager is required to publish a prospectus in accordance with 

Directive 2003/71/EC of the European Parliament and the Council  or in accordance 

with national law in relation to the EuSEF, the information referred to in paragraph 1 

of this Article may be provided either separately or as a part of the prospectus.  
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4. The Commission shall be empowered to adopt delegated acts in accordance with 

Article 24 specifying: 

(a) the content of the information referred to in point (b) to (e) and (k) of 

paragraph 1 of this Article; 

(b) how the information as referred to in point (b) to (e) and (k) of paragraph 1 of 

this Article can be presented in a uniform way in order to ensure the highest 

possible level of comparability. 

(ba) the principles to be applied in the design of methods used for the valuation of 

qualifying portfolio undertakings as referred to in paragraph 1(g). 

Article 13a 

1. For each EuSEF it manages, the manager shall ensure that a single depositary is 

appointed in accordance with this Article. 

2. The depositary shall be an institution which is subject to prudential regulation and 

ongoing supervision. It shall fall within the categories of institution determined by 

Member States to be eligible to be a depositary under Article 23(3) of Directive 

2009/65/EC. 

3. The depositary shall be responsible for verifying ownership and maintaining a 

record of the assets of the qualifying EuSEF. 

4. The depositary shall be liable to the EuSEF and its investors for any loss suffered as 

a result of negligence or intentional failure.  

CHAPTER III 

SUPERVISION AND ADMINISTRATIVE COOPERATION  

Article 14 

1. EuSEF managers who intend to use of the designation "European Social 

Entrepreneurship Fund" for the marketing of their EuSEF shall inform the competent 

authority of their home Member State of this intention and shall provide the following 

information: 

(a) the identity of the persons who effectively conduct the business of managing 

EuSEFs;  

(b) the identity of the EuSEFs whose units or shares shall be marketed and their 

investment strategies; 
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(c) information on the arrangements made for complying with the requirements of 

Chapter II; 

(d) a list of Member States where the EuSEF manager intends to market each 

EuSEF. 

2. The competent authority of the home Member State shall authorise the EuSEF 

manager only if it is satisfied that the following conditions are met:  

(a) the information required referred to in paragraph 1 is complete; 

(b) the arrangements notified according to point (c) of paragraph 1 are suitable in 

order to comply with the requirements of Chapter II.  

3. The authorisation shall be valid for the entire territory of the Union and shall allow 

EuSEF managers to market EuSEFs under the designation "European Social 

Entrepreneurship Funds" throughout the Union. 

Article 15 

The EuSEF manager shall update the information provided to the competent authority of the 

home Member State where the EuSEF manager intends: 

(a) to market a new EuSEF;  

(b) to market an existing EuSEF where the characteristics referred to in Article 14(1) 

have been modified. 

Article 16 

1. Immediately after authorisation of a EuSEF manager, the authority of the home 

Member State shall notify the fact that the EuSEF manager is authorised to the 

Member States indicated in accordance with point (d) of Article 14 (1) of this 

Regulation and to ESMA. 

2. The host Member States indicated in accordance with point (d) of Article 14 (1) of this 

Regulation shall not impose, on the EuSEF manager authorised in accordance with 

Article 14, any requirements or administrative procedures in relation to the marketing 

of its EuSEFs, nor shall they require any approval of the marketing prior to its 

commencement. 

3. In order to ensure uniform application of this article, ESMA shall develop draft 

implementing technical standards to determine the format of the notification. 

4. ESMA shall submit those draft implementing technical standards to the Commission 
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by .... 

5. Power is conferred on the Commission to adopt the implementing technical standards 

referred to in paragraph 3 in accordance with the procedure laid down in Article 15 of 

Regulation (EU) No 1095/2010.  

Article 17 

1. ESMA shall maintain a central database, publicly accessible on the internet, listing all 

EuSEFs and all EuSEF managers authorised in the Union as well as the countries in 

which they operate, in accordance with this Regulation. 

2. The ESMA and the competent authorities in Member States shall inform investors, 

investment fund managers and companies of the existence of the EuSEF. 

Article 18 

The competent authority of the home Member State shall supervise compliance with the 

requirements set out in this Regulation.  

Article 19 

Competent authorities shall, in conformity with national law, have all supervisory and 

investigatory powers that are necessary for the exercise of their functions. They shall have in 

particular the power to:  

(a) request access to any document in any form, and to receive or take a copy of it thereof;  

(b) require the EuSEF manager to provide information without delay;  

(c) require information from any person related to the activities of the EuSEF manager or 

the EuSEF;  

(d) carry out on site inspections with or without prior announcements;  

(e) take appropriate measures to ensure that a EuSEF manager continues to comply with 

the requirements of this Regulation; 

(f) issue an order to ensure that a EuSEF manager complies with the requirements of this 

Regulation and desists from a repetition of any conduct that may consist of a breach of 

this Regulation.  

                                                 
  OJ: please insert date: nine months after entry into force of this Regulation. 
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Article 20 

1. Member States shall lay down the rules on penalties applicable to breaches of the 

provisions of this Regulation and shall take all measures necessary to ensure that they 

are implemented. The penalties provided for shall be effective, proportionate and 

dissuasive.  

2. By ... the Member States shall notify the rules referred to in paragraph 1 to the 

Commission and ESMA. They shall notify the Commission and ESMA without delay 

of any subsequent amendment thereto. 

Article 21 

1. The competent authority of the home Member State shall take the appropriate 

measures referred to in paragraph 2 where EuSEF managers:  

(a) fail to comply with the requirements that apply to the portfolio composition in 

accordance with Article 5; 

(b) fail to market the EuSEF to eligible investors in accordance to Article 6; 

(c) use the designation "European Social Entrepreneurship Fund" without 

authorisation of the competent authority of their home Member State in 

accordance with Article 14. 

2. In the cases referred to in paragraph 1 the competent authority of the home Member 

State shall take the following measures, as appropriate:  

(a) prohibit the use of the designation "European Social Entrepreneurship Fund" 

for the marketing of one or more EuSEFs of the EuSEF manager; 

(b) remove the EuSEF manager from the register. 

3. The competent authorities of the home Member State shall inform the competent 

authorities of the host Member States indicated in accordance with point (d) of Article 

14 (1) and ESMA without delay of the removal of the EuSEF manager from the 

register referred to in point (b) of paragraph 1 of this Article. 

4. The right to market one or more EuSEFs under the designation "European Social 

Entrepreneurship Funds" in the Union expires with immediate effect from the date of 

the decision of the competent authority referred to in points (a) or (b) of paragraph 2. 

Article 22 

1. The competent authorities shall cooperate with ESMA for the purposes of this 

Regulation in accordance with Regulation (EU) No 1095/2010. 

                                                 
  OJ: please insert date: 24 months after entry into force of this Regulation. 
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2. The competent authorities shall provide ESMA, without delay, with all the 

information necessary to carry out its duties in accordance with Regulation (EU) No 

1095/2010. In particular, ESMA and the competent authorities shall exchange all 

information and documentation necessary to identify and remedy breaches to this 

Regulation. 

2a. In the event of disagreement between the competent authorities concerning the 

exercise of their respective duties under this Regulation, any of the authorities 

concerned may refer the matter for mediation by ESMA under Article 19 of 

Regulation (EU) No 1095/2010. 

Article 23 

1. All persons who work or who have worked for the competent authorities or ESMA, as 

well as auditors and experts instructed by the competent authorities and ESMA, are 

bound by the obligation of professional secrecy. No confidential information which 

those persons receive in the course of their duties shall be divulged to any person or 

authority whatsoever, save in summary or aggregate form such that EuSEF managers 

and EuSEFs cannot be individually identified, without prejudice to cases covered by 

criminal law and proceedings under this Regulation. 

2. The competent authorities of the Member States or ESMA shall not be prevented from 

exchanging information in accordance with this Regulation or other Union law 

applicable to EuSEF Managers and EuSEFs.  

3. Where competent authorities and ESMA receive confidential information in 

accordance with paragraph 1, they may use it only in the course of their duties and for 

the purpose of administrative and judicial proceedings. 

CHAPTER IV 

TRANSITIONAL AND FINAL PROVISIONS 

Article 24 

1. The power to adopt delegated acts is conferred on the Commission subject to the 

conditions set out in this Article. 

2. The delegation of power referred to in Articles 2 (3), 3 (2), 8 (5), 9 (2) and 13 (4) shall 

be conferred on the Commission for a period of four years for a period of four years 

from the date of entering into force of this Regulation. The Commission shall draw up 

a report in respect of the delegation of powers not later than nine months before the 

end of the four year period. The delegation of power shall be tacitly extended for 

periods of an identical duration, unless the European Parliament or the Council 

opposes such extension not later than three months before the end of each period. 

3. The delegation of powers referred to Articles 2 (3), 3 (2), 8 (5), 9 (2) and 13 (4) may 
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be revoked at any time by the European Parliament or by the Council. A decision of 

revocation shall put an end to the delegation of the power specified in that decision. It 

shall take effect the day following the publication of the decision in the Official 

Journal of the European Union or at a later date specified therein. It shall not affect the 

validity of any delegated acts already in force. 

4. As soon as it adopts a delegated act, the Commission shall notify it simultaneously to 

the European Parliament and to the Council. 

5. A delegated act shall enter into force only if no objection has been expressed either by 

the European Parliament or the Council within a period of three months of 

notification of that act to the European Parliament and the Council or if, before the 

expiry of that period, the European Parliament and the Council have both informed the 

Commission that they will not object. That period shall be extended by three months 

at the initiative of the European Parliament or the Council. 

Article 25 

1. By ..., the Commission shall review this Regulation. The review shall include a 

general survey of the functioning of the rules in this Regulation and the experience 

acquired in applying them, including: 

(a) the extent to which the designation "European Social Entrepreneurship Fund" 

has been used by EuSEF managers in different Member States, whether 

domestically or on a cross border basis; 

(aa) an analysis of the geographic locations of EuSEFs and of the qualifying 

portfolio undertakings in which they invest; 

(b) the use of the different qualifying investments by EuSEFs and how this has 

impacted the development of social undertakings across the Union; 

(ba) the appropriateness of establishing a European label for "social 

enterprises"; 

(c) the practical application of the criteria for identifying qualifying portfolio 

undertakings, the impact of this on the development of social undertakings 

across the Union and their positive social impact;  

(ca) an analysis of the procedures implemented by EuSEF managers so as to 

measure the positive social impact generated by the qualifying portfolio 

undertakings referred to in Article 9 and an assessment of the feasibility of 

introducing harmonised standards for measuring the social impact at Union 

level in a manner consistent with Union social policy; 

(d) the scope of this Regulation, including the possibility of extending the 

                                                 
  OJ: please insert date: four years after entry into force of this Regulation. 
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marketing of EuSEFs to retail investors, and the additional safeguards for 

investors protection which such an extension of scope would involve; 

(da) the practical application of the depositary regime for EuSEFs and its impact; 

(db) appropriateness of complementing this Regulation with a European tax 

framework aimed at encouraging social entrepreneurship. 

2. Following the review referred to in paragraph 1 and after consulting ESMA the 

Commission shall submit a report to the European Parliament and the Council 

accompanied, if appropriate, by a legislative proposal. 

Article 25a 

By ..., ESMA shall assess its staffing and resources needs arising from the assumption of 

its powers and duties under this Regulation and shall submit a report to the European 

Parliament, the Council and the Commission. 

Article 25b 

Amendment to Directive 2009/65/EC  

In Article 50(1) of Directive 2009/65/EC, the following point is added: 

"(i) European Social Entrepreneurship Funds, as defined in Article 3(1)(a) of Regulation 

(EU) No …/2012 of the European Parliament and of the Council of … [on European 

Social Entrepreneurship Funds]1, up to a maximum of 10%." 

Article 26 

This Regulation shall enter into force on the twentieth day following that of its publication in 

the Official Journal of the European Union.  

It shall apply from the 22 July 2013, except for Articles 2 (3), 3 (2), 8 (5), 9 (2) and 13 (4), 

which shall apply from the date of entry into force of the Regulation. 

This Regulation shall be binding in its entirety and directly applicable in all Member States. 

Done at Brussels, 

For the European Parliament For the Council 

The President The President 

                                                 
  OJ: please insert the date: one year after the entry into force of this Regulation. 
1  OJ L ...  
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25.4.2012 

OPINION OF THE COMMITTEE ON EMPLOYMENT AND SOCIAL AFFAIRS 

for the Committee on Economic and Monetary Affairs 

on the proposal for a regulation of the European Parliament and of the Council on European 

Social Entrepreneurship Funds 

(COM(2011)0862 – C7-0489/2011 – 2011/0418(COD)) 

Rapporteur: Pervenche Berès 

 

 

 

AMENDMENTS 

The Committee on Employment and Social Affairs calls on the Committee on Economic and 

Monetary Affairs, as the committee responsible, to incorporate the following amendments in 

its report: 

Amendment  1 

Proposal for a regulation 

Recital 1 

 

Text proposed by the Commission Amendment 

(1) Increasingly, as investors also pursue 

social goals and are not only seeking 

financial returns, a social investment 

market has been emerging in the Union, 

comprised in part by investment funds 

targeting social undertakings. Such 

investment funds provide funding to social 

undertakings which are acting as drivers of 

social change by offering innovative 

solutions to social problems and making a 

valuable contribution to meeting the 

objectives of the Europe 2020 Strategy. 

(1) Increasingly, as investors also pursue 

social goals and are not only seeking 

financial returns, a social investment 

market has been emerging in the Union, 

comprised in part by investment funds 

targeting social undertakings. Such 

investment funds provide funding to social 

undertakings which are acting as drivers of 

social change by offering innovative 

solutions to social problems, helping to 

tackle the social consequences of the 

financial crisis and making a valuable 
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contribution to meeting the objectives of 

the Europe 2020 Strategy. 

 

Amendment  2 

Proposal for a regulation 

Recital 8 

 

Text proposed by the Commission Amendment 

(8) Social undertakings include a large 

range of undertakings, taking various legal 

forms, that provide social services or goods 

to vulnerable or marginalised persons. 

Such services include access to housing, 

healthcare, assistance for elderly or 

disabled persons, child care, access to 

employment and training as well as 

dependency management. Social 

undertakings also include undertakings that 

employ a method of production of goods or 

services with a social objective, but whose 

activities may be outside the realm of the 

provision of social goods or services. 

Those activities include social and 

professional integration by means of access 

to employment for people disadvantaged in 

particular by insufficient qualifications or 

social or professional problems leading to 

exclusion and marginalisation. 

(8) Social undertakings include a large 

range of undertakings, taking various legal 

forms, that provide social services or goods 

to vulnerable or marginalised persons, in 

order to promote and ensure equal access 

to these goods and services. Such services 

include but are not limited to combating 

poverty, access to housing, healthcare, 

assistance for elderly or disabled persons, 

child care, access to education, including 

early childhood education, employment 

and training as well as dependency 

management. Social undertakings also 

include undertakings that employ a method 

of production of goods or services with a 

social objective, but whose activities may 

be outside the realm of the provision of 

social goods or services. Those activities 

include but are not limited to social and 

professional integration by means of access 

to employment for people disadvantaged in 

particular by insufficient qualifications or 

social or professional problems leading to 

exclusion and marginalisation. 

Justification 

Poverty is clearly a major driver of social exclusion and other social ills. 

 

Amendment  3 

Proposal for a regulation 
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Recital 23 

 

Text proposed by the Commission Amendment 

(23) For the effective supervision of the 

requirements laid down, this Regulation 

should also establish a process for cross-

border notifications between the competent 

supervisory authorities, to be triggered by 

the registration of the EuSEF manager in 

its home Member State. 

(23) For the effective supervision of the 

requirements laid down, this Regulation 

should also establish an automatic process 

for cross-border notifications between the 

competent supervisory authorities, to be 

triggered by the registration of the EuSEF 

manager in its home Member State. 

Supervisory information should also be 

automatically exchanged between the 

competent authorities in the home and 

host Member States and ESMA. 

 

Amendment  4 

Proposal for a regulation 

Recital 27 

 

Text proposed by the Commission Amendment 

(27) Supervisory information should be 

exchanged between the competent 

authorities in the home and host Member 

States and ESMA. 

deleted 

 

Amendment  5 

Proposal for a regulation 

Article 2 - paragraph 1 

 

Text proposed by the Commission Amendment 

1. This Regulation applies to managers of 

collective investment undertakings as 

defined in point (b) of Article 3 (1) who are 

established in the Union and are subject to 

registration with the competent authorities 

of their home Member State in accordance 

with point (a) of Article 3 (3) of Directive 

2011/61/EC, provided that these managers 

manage portfolios of EuSEFs whose assets 

under management in total do not exceed a 

threshold of EUR 500 million or, in the 

1. This Regulation applies to managers of 

collective investment undertakings as 

defined in point (b) of Article 3 (1) who are 

established in the Union and are subject to 

registration with the competent authorities 

of their home Member State in accordance 

with point (a) of Article 3 (3) of Directive 

2011/61/EC, provided that these managers 

manage portfolios of EuSEFs whose assets 

under management in total do not exceed a 

threshold of EUR 500 million or, in the 
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Member States where the Euro is not the 

official currency, the corresponding value 

in the national currency on the date of the 

entry into force of this Regulation. 

Member States where the Euro is not the 

official currency, the corresponding value 

in the national currency on the date of the 

entry into force of this Regulation. 

 In the case of EuSEFs investing in 

qualifying portfolio undertakings dealing 

with Social Housing and other sectors 

with social relevance having a high 

investment intensity a higher threshold 

may be defined on a case by case basis. 

Justification 

Amendment suggested by the European Network of Cities and Regions for the Social 

Economy to allow flexibility in the case of certain types of positive social impact but higher 

capital intensity undertakings 

 

Amendment  6 

Proposal for a regulation 

Article 2 - paragraph 3 

 

Text proposed by the Commission Amendment 

3. The Commission shall be empowered to 

adopt delegated acts in accordance with 

Article 24 specifying the methods for 

calculating the threshold as referred in 

paragraph 1 of this Article and for 

monitoring compliance with this threshold 

on an ongoing basis. 

3. The Commission shall be empowered to 

adopt delegated acts in accordance with 

Article 24 specifying the methods for 

calculating the appropriate thresholds as 

referred in paragraph 1 of this Article and 

for monitoring compliance with this 

threshold on an ongoing basis. 

Justification 

Required to provide objective criteria for higher thresholds related to the amendment 

suggested by the European Network of Cities and Regions for the Social Economy to allow 

flexibility in the case of certain types of positive social impact but higher capital intensity 

undertakings. 

 

Amendment  7 

Proposal for a regulation 
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Article 3 - paragraph 1 – point c – subparagraph 1 a (new) 

 

Text proposed by the Commission Amendment 

 In the case of debt or loans referred to in 

points (c)(ii) and (c)(iv) the level of 

interest shall be set at a level that does 

not undermine the achievement of the 

primary social objective of the qualifying 

portfolio undertaking by limiting the 

reinvestment of profits. 

Justification 

While social enterprises should be able to use debt instruments, this provision prevents 

interest charges interfering with the achievement of its primary social objective. 

 

Amendment  8 

Proposal for a regulation 

Article 3 – paragraph 1 – point d –introductory part 

 

Text proposed by the Commission Amendment 

(d) 'qualifying portfolio undertaking' means 

an undertaking that, at the time of an 

investment by the EuSEF, is not listed on a 

regulated market as defined in point (14) of 

Article 4 (1) of Directive 2004/39/EC, 

which either has an annual turnover not 

exceeding EUR 50 million, or an annual 

balance sheet total not exceeding EUR 43 

million, which is not itself a collective 

investment undertaking and which: 

 

(d) 'qualifying portfolio undertaking' means 

an undertaking which is not itself a 

collective investment undertaking and 

that, at the time of an investment by the 

EuSEF, is not listed on a regulated market 

as defined in point (14) of Article 4 (1) of 

Directive 2004/39/EC, which, except in the 

case of undertakings dealing with Social 

Housing or other sectors with social 

relevance having a high investment 

intensity, either has an annual turnover not 

exceeding EUR 50 million, or an annual 

balance sheet total not exceeding EUR 43 

million, and which: 

Amendment  9 

Proposal for a regulation 

Article 3 – paragraph 1 – point d – subpoint (i) 

 

Text proposed by the Commission Amendment 

(i) has the achievement of measurable, (i) in accordance with its articles of 
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positive social impacts as a primary 

objective in accordance with its articles of 

association, statutes or any other statutory 

document establishing the business, 

where:  

 

association, statutes or any other statutory 

document establishing the business, has 

the achievement of measurable, positive 

social impacts as a primary objective 

rather than generating profit for its 

owners, members and shareholders, 

where:  

 

 

Amendment  10 

Proposal for a regulation 

Article 3 – paragraph 1 – point d – subpoint (i) – indent 1 

 

Text proposed by the Commission Amendment 

- the undertaking provides services or 

goods to vulnerable or marginalised 

persons; or 

- the undertaking provides services or 

goods with a social return, and/or 

 

 

Amendment  11 

Proposal for a regulation 

Article 3 – paragraph 1 – point d – subpoint (ii) 

 

Text proposed by the Commission Amendment 

(ii) uses its profits to achieve its primary 

objective instead of distributing profits 

and has in place predefined procedures and 

rules for any circumstances in which 

profits are distributed to shareholders and 

owners; 

(ii) reinvests its profits to achieve its 

primary objective and has in place 

predefined procedures and rules for any 

circumstances in which profits are 

distributed; such rules shall ensure that 

any distribution of profits cannot 

undermine the primary objective; 

 

Amendment  12 

Proposal for a regulation 

Article 3 – Paragraph 1 – point d – subpoint (iii) 

 

Text proposed by the Commission Amendment 

(iii) is managed in an accountable and 

transparent way, in particular by involving 

workers, customers and stakeholders 

(iii) is managed in an entrepreneurial, 

accountable and transparent way, in 

particular by involving workers, customers 

and/or all stakeholders affected by its 
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affected by its business activities. business activities. 

 

Amendment  13 

Proposal for a regulation 

Article 3 – paragraph 2 a (new) 

 

Text proposed by the Commission Amendment 

 2a. The Commission shall be empowered 

to adopt delegated acts in accordance with 

Article 24 specifying the criteria for 

identifying qualifying portfolio 

undertakings dealing with Social Housing 

and other sectors with social relevance 

having a high investment intensity and 

the appropriate thresholds for turnover 

and balance sheet total to be used for the 

purposes of Paragraph 1 point (d). 

Justification 

Required to provide objective criteria for higher thresholds related to the amendment 

suggested by the European Network of Cities and Regions for the Social Economy to allow 

flexibility in the case of certain types of positive social impact but higher investment intensity 

undertakings. 

 

Amendment  14 

Proposal for a regulation 

Article 7 – point c 

 

Text proposed by the Commission Amendment 

(c) conduct of their business activities so as 

to promote the best interests of the EuSEFs 

they manage, the investors in those 

EuSEFs, and the integrity of the market; 

(c) conduct of their business activities so as 

to promote the positive social impact of the 

qualifying portfolio undertakings invested 

in, the best interests of the EuSEFs they 

manage, the investors in those EuSEFs, 

and the integrity of the market; 

Justification 

EuSEF managers should put the achievement of positive social impact first. 

 

Amendment  15 

Proposal for a regulation 
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Article 7 – point d 

 

Text proposed by the Commission Amendment 

(d) apply a high level of diligence in the 

selection and ongoing monitoring of 

investments in qualifying portfolio 

undertakings; 

(d) apply a high level of diligence in the 

selection and ongoing monitoring of 

investments in qualifying portfolio 

undertakings and their positive social 

impact; 

 

Amendment  16 

Proposal for a regulation 

Article 21 - paragraph 3 

 

Text proposed by the Commission Amendment 

3. The competent authorities of the home 

Member State shall inform the competent 

authorities of the host Member States 

indicated in accordance with point (d) of 

Article 14 (1) of the removal of the EuSEF 

manager from the register referred to in 

point (b) of paragraph 1 of this Article. 

3. The competent authorities of the home 

Member State shall inform the competent 

authorities of the host Member States 

indicated in accordance with point (d) of 

Article 14 (1) and ESMA without delay of 

the removal of the EuSEF manager from 

the register referred to in point (b) of 

paragraph 1 of this Article. 

 

Amendment  17 

Proposal for a regulation 

Article 25 – paragraph 1 – point c 

 

Text proposed by the Commission Amendment 

(c) the practical application of the criteria 

for identifying qualifying portfolio 

undertakings and the impact of this on the 

development of social undertakings across 

the Union; 

(c) the practical application of the criteria 

for identifying qualifying portfolio 

undertakings and the impact of this on the 

development of social undertakings across 

the Union and their positive social impact; 
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OPINION OF THE COMMITTEE ON LEGAL AFFAIRS 

for the Committee on Economic and Monetary Affairs 

on the proposal for a regulation of the European Parliament and of the Council on European 

Social Entrepreneurship Funds 

(COM(2011)0862 – C7-0489/2011 – 2011/0418(COD)) 

Rapporteur: Dimitar Stoyanov 

 

SHORT JUSTIFICATION 

The proposal for a regulation establishes the legal framework under which different types of 

investment fund can be granted the status of ‘European Social Entrepreneurship Fund’ and the 

respective ‘passport’. The aim is to create a European sector for investment in legal persons 

carrying on not-for-profit activities aimed at fulfilling various objectives of a social nature. 

The proposal for a regulation sets out the criteria, in terms of disposable assets, that a fund 

must satisfy in order to be granted the aforementioned status and passport.  It also sets out the 

requirements to be fulfilled by social entrepreneurship fund managers and the restrictions on 

the investments that can be made using a fund’s assets. 

It should be noted that two directives relating to investment funds already exist: Directive 

2011/61/EC of the European Parliament and of the Council and Directive 2009/65/EC of the 

European Parliament and of the Council. These contain the rules governing investment funds 

and their management and the rules applicable to investors in those funds. This opinion aims 

at ensuring that the proposal for a regulation is consistent with those existing legislative acts. 

AMENDMENTS 

The Committee on Legal Affairs calls on the Committee on Economic and Monetary Affairs, 

as the committee responsible, to incorporate the following amendments in its report: 

Amendment  1 

Proposal for a regulation 

Recital 18 a (new) 
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Text proposed by the Commission Amendment 

 (18a) To ensure clarity and transparency, 

it is also necessary that EuSEF managers 

disclose to investors, and all owners, any 

links they themselves may have with 

political parties and organisations, 

together with details of their previous 

professional experience and specialist 

knowledge gained while managing 

EuSEFs. 

Justification 

In line with the objectives of EuSEFs, their management arrangements must involve no 

mechanism for making payments to members of political parties. Any link between parties (or 

political organisations) and managers must be disclosed to investors. 

 

 

Amendment  2 

Proposal for a regulation 

Article 3 – paragraph 1 – point a 

 

Text proposed by the Commission Amendment 

а) 'European Social Entrepreneurship Fund' 

(EuSEF) means a collective investment 

undertaking that invests at least 70 percent 

of its aggregate capital contributions and 

uncalled committed capital in assets that 

are qualifying investments; 

а) ‘European Social Entrepreneurship 

Fund’ (EuSEF) means a collective 

investment undertaking that invests at least 

70 percent of its aggregate capital 

contributions and uncalled committed 

capital in assets that are qualifying 

investments, irrespective of whether that 

collective investment undertaking is of the 

open-ended or closed-ended type; 

Justification 

Clarifies the text in order to close a legal loophole which would lead to its being interpreted 

subjectively. 

 

 

Amendment  3 
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Proposal for a regulation 

Article 3 – paragraph 1 – point а 
 

Text proposed by the Commission Amendment 

(а) 'European Social Entrepreneurship 

Fund' (EuSEF) means a collective 

investment undertaking that invests at least 

70 percent of its aggregate capital 

contributions and uncalled committed 

capital in assets that are qualifying 

investments; 

(а) 'European Social Entrepreneurship 

Fund' (EuSEF) means a collective 

investment undertaking that invests at least 

70 percent of capital contributions and of 

uncalled committed capital in assets that 

are qualifying investments; 

Justification 

The justification relates solely to the Bulgarian version. 

 

Amendment  4 

Proposal for a regulation 

Article 3 – paragraph 1 – point d – point ii 
 

Text proposed by the Commission Amendment 

(ii) uses its profits to achieve its primary 

objective instead of distributing profits 
and has in place predefined procedures 
and rules for any circumstances in 
which profits are distributed to 
shareholders and owners; 

(ii) uses its profits chiefly to achieve its 

primary objective by reinvesting them in 

itself, without prejudice to the provisions 

of the following point; 

Justification 

The purpose of the proposal for a regulation is, through investment, to assist social 

businesses whose primary objective is not to make a profit, but, rather, to develop their social 

activities. At the same time, account needs to be taken of the interests of investors for whom 

profit is the primary motivation. Accordingly, point (ii) must be split into two in order to make 

it clear that social businesses must endeavour not only to reinvest the profits they make on 

their activities, but also ensure that their investments are profitable. 

 

Amendment  5 

Proposal for a regulation 

Article 3 – paragraph 1 – point d – point ii а (new) 
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Text proposed by the Commission Amendment 

 (iia) has in place predefined procedures 

for any circumstances in which profits are 

distributed to shareholders and owners in 

order to ensure the profitability of the 

EuSEF’s investments, in particular 

through preferential treatment when 

profits relating to the EuSEF’s 

investments are distributed;  

Justification 

The purpose of the proposal for a regulation is, through investment, to assist social 

businesses whose primary objective is not to make a profit, but, rather, to develop their social 

activities. At the same time, account needs to be taken of the interests of investors for whom 

profit is the primary motivation. Accordingly, point (ii) must be split into two in order to make 

it clear that social businesses must endeavour not only to reinvest the profits they make on 

their activities, but also ensure that their investments are profitable. 

 

Amendment  6 

Proposal for a regulation 

Article 3 – paragraph 1 – point d – point iii 
 

Text proposed by the Commission Amendment 

(iii) is managed in an accountable and 

transparent way, in particular by involving 

workers, customers and stakeholders 

affected by its business activities. 

(iii) is managed in an accountable and 

transparent way, in particular by making 

provision, in legal documents relating to 

the establishment of the undertaking, for 

the possibility of involving workers and 

stakeholders affected by its business 

activities in its management. 

Justification 

The originally worded text seeks to ensure that persons directly employed by social businesses 

or affected by their business activities are involved in managing them. This amendment seeks 

to enlarge upon the provision, and strengthen it, by inserting a requirement concerning 

management involvement into such businesses' statutes. Involving customers in management 

is inappropriate. 

 

Amendment  7 
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Proposal for a regulation 

Article 3 – paragraph 1 – point g 
 

Text proposed by the Commission Amendment 

(g) 'committed capital' means any 

commitment pursuant to which a person is 

obligated to acquire an interest in the 

EuSEF or make capital contributions to the 

EuSEF; 

(Does not affect English version) 

Justification 

Does not affect English version. 

 

Amendment  8 

Proposal for a regulation 

Article 5 – paragraph 1 
 

Text proposed by the Commission Amendment 

1. EuSEF managers shall ensure that, when 

acquiring assets other than qualifying 

investments no more than 30 percent of the 

EuSEF's aggregate capital contributions 

and uncalled committed capital is used for 

the acquisition of assets other than 

qualifying investments; short term holdings 

in cash and cash equivalents shall not be 

taken into account for calculating this limit. 

(Does not affect English version) 

Justification 

Does not affect English version. 

 

Amendment  9 

Proposal for a regulation 

Article 11 – paragraph 1 

 

Text proposed by the Commission Amendment 

Rules for the valuation of assets shall be 

laid down in the statutory documents of the 

EuSEF. 

(Does not affect English version) 
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Justification 

Does not affect English version. 
 

Amendment  10 

Proposal for a regulation 

Article 13 – paragraph 1 – point i a (new) 

 

Text proposed by the Commission Amendment 

 (ia) a list of the professional activities 

carried out by the manager previously, or 

contemporaneously with EuSEF 

management, together with a list of the 

subject areas in connection with which 

those activities were carried out; 

Justification 

There needs to be the utmost transparency with regard to the manager and his or her 

professionalism. 

 

Amendment  11 

Proposal for a regulation 

Article 13 – paragraph 1 –point i b (new) 

 

Text proposed by the Commission Amendment 

 (ib) any previous or current links with, 

memberships of or roles in political 

parties or organisations; 

Justification 

Clarity and transparency requirements mean that investors must be aware of any links 

between the manager and political parties or organisations. 
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