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Feasibility Research into an Impact Investment Offering in Ontario

December 16, 2009

Social Investment Organization

184 Pearl St., 2nd floor

Toronto ON M5H 1L5
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The Social Investment Organization is seeking proposals for a consulting assignment to conduct research into the creation of an investment offering to finance social enterprise in Ontario. Consultants may submit proposals on either or both of the research areas, which are described below.

The goal of the project is to determine the requirements for financing social enterprises in Ontario, and to establish the parameters for a province-wide or national investment offering that would provide financing to community organizations operating social enterprise initiatives.

For the purposes of this project, we are using the following definition of social enterprise, as taken from Social Entrepreneurship, a MaRS Whitepaper, published by the MaRS Discovery District.

Social enterprises are revenue-generating entities that are owned and operated by a non-profit organization. Since there are no shareholders in a non-profit organization, the profits are fully reinvested into the work of the organization. The emergence of revenue-generating activities has created a new operating model where business principles, market characteristics and values (competition, diversification, entrepreneurship, innovation and a focus on the bottom line) co-exist and work with traditional public sector values of responsiveness to community and serving the public interest. Non-profits are adopting an enterprising approach not only to be more financially sustainable but also to enhance their missions and increase their impact.

While growth prospects for the social enterprise sector are quite promising, the sector faces two important access to capital problems.

1. Small-scale and inefficient financing. Social enterprise projects operate in an isolated fashion, financing their growth out of available cash, outside grants, funding from parent non-profits, or small-scale loans from regional community investment funds. This is an inefficient financing mechanism, leading to chronic under-funding of projects that otherwise have good business prospects. By pooling the revenues of a number of projects, or regional funds investing in such projects, it could be possible to create a relatively large bundle of investable projects, leading to much more efficient use of capital.

2. Lack of an appropriate investment pool. There is currently no provincial or national vehicle by which the investing public can place funds in such a social enterprise pool, even if it did exist. This is remarkable since there does seem to be strong investor interest in such a concept. The success of the Nonprofit Finance Fund and the Calvert Community Investment Note in the US, and person-to-person microfinance vehicles such as kiva.org attest to the potential of such a product in Ontario, or across Canada. An investment product based on one or more of these models – investing in an underlying pool of social enterprise projects – could attract significant investor interest.

Research Areas 

With this background, the Social Investment Organization seeks consultants to conduct research in the following areas. Consultants may submit proposals on one or both of these areas.

1. Creation of a pool of social enterprise projects, or a “fund of funds” investing in social enterprise projects

The consultant will conduct a consultation with the social enterprise sector, focusing on social enterprise projects in Ontario. The following are objectives for this research:

· Create an action plan to build a diversified pool of social enterprise projects, or a “fund of funds” investing in social enterprise projects across Ontario

· Put in place the appropriate agreements and governance structures for this pool

· Put in place the agreements necessary to ensure the long-term financial sustainability of the pool

· Establish the policies and practices necessary to create a due diligence mechanism that will effectively screen the social enterprises to ensure that the highest-quality (financial performance and social impact) projects are selected for the pool

· Establish sufficient investor security policies to create reasonable risk-adjusted returns for investors without unduly raising the cost of capital for the pool

The pool or fund of funds will need to generate sufficient profit that it will be able to incur the costs of due diligence, as well as offer reasonable market-rate, risk-adjusted returns to investors.   

The consultant(s) will report to Eugene Ellmen, Executive Director of the Social Investment Organization, who is project manager for this initiative. Overall direction for the project will be provided by an outside advisory committee, representing an expert panel of advisors, non-profit agencies, social enterprises and investors.

2.  Creation of an investment vehicle that will invest in an underlying bundle of social enterprise projects, or a “fund of funds” 

The consultant will conduct a consultation with the banking, asset management and wealth management sector in Ontario, and across Canada. The following are objectives for this research:

· To create an appropriate investment vehicle to aggregate investment funds from individuals, high net-worth investors and institutions seeking reasonable returns and high social impact from their investments

· To create a mechanism to invest these funds in the social enterprise pool, or fund of funds, as described in the first area of research

· To identify regulatory and market barriers to the development of such a vehicle, and to make recommendations for how to structure such a vehicle to overcome such barriers

· To identify an appropriate fund company, asset manager or other investment provider that could offer such a vehicle to the investing public; or to draft a “best-of-ideas” request for proposal to solicit investment management interest in offering such a vehicle

The consultant(s) will report to Eugene Ellmen, Executive Director of the Social Investment Organization, who is project manager for this initiative. Overall direction for the project will be provided by an outside advisory committee, representing an expert panel of advisors, non-profit agencies, social enterprises and investors.

Deliverables

· Action plan leading to the effective creation of the social enterprise pool, or fund of funds
· Action plan leading to the launch of a vehicle to invest in the underlying pool of social enterprise projects, or fund of funds
Quarterly reports will be submitted to the project manager. Substantial progress reports will be due nine months after commencement of the project, with detailed action plans due after 16 months.

Budget

Research Area 1

Social enterprise consultant

$24,000. (Including all taxes. The costs of the project cannot exceed this limit.)

Research Area 2

Investment consultant

$32,000. (Including all taxes. The costs of the project cannot exceed this limit.)

Each consultant will have a budget of $3,000 for travel, accommodation and teleconferencing for their research area.

The financial consultant will have a further budget of $2,000 for preparation of pre-marketing material related to the investment vehicle.

Deadline

We are looking for proposals for either or both of the research areas. Please include proposed methodologies, consultation plans, workplan timeframes, cost proposals and relevant consultant experience in your proposals. Please submit your proposal(s) by Friday January 29, 2010 to:

Proposals will be assessed according to SIO’s RFP policy, which evaluates proposals on the breadth and depth of understanding of the RFP, experience and price. All other factors being equal, SIO will award the assignment(s) to a consultant who is a member of the SIO.
Eugene Ellmen, Executive Director

Social Investment Organization

184 Pearl St., 2nd floor

Toronto ON M5H 1L5

416-461-6042 ext. 111

ellmen@socialinvestment.ca
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