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We, at the Centre for Social Innovation, have undertaken the drafting of this position paper to kick start discussion and build consensus in the field. The results of this discussion will comprise the foundation of the submission on social enterprise and social finance put forward to the Partnership Project through our provincial sector network – the Ontario Nonprofit Network in collaboration with the Ontario Social Economy Roundtable partners and the Social Enterprise Council of Canada.   

The Centre for Social Innovation has been an innovative social enterprise since 2004 and has coached and supported dozens of other social enterprises through its incubation services and the Enterprising Nonprofits Program in Toronto. CSI has also been a leader in the development and enhancement of an enabling environment for social enterprise through its work with the Social Entrepreneurship Summit(s), the Social Enterprise Council of Canada, the Ontario Social Economy Roundtable, the Canadian Conference on Social Enterprise and many other initiatives. Our close contact with the sector and our practical experience have led us to make and support a number of straightforward recommendations that we believe will strengthen social enterprise in Ontario.

We recommend that the Ontario government: 
1. Implement the mechanisms to enable issuing community bonds as put forward in the proposed addendums to Bill 65 by the Ontario Nonprofit Network 

2. Change Infrastructure Ontario’s eligibility criteria to include a broader range of community-based and nonprofit social enterprise that would be able to access this existing finance provider. 

3. Make policy changes to give first right of refusal on the purchase of public lands to nonprofits to ensure that community assets remain serving the public. (a recommendation also made by Home Ownership Alternatives to address affordable housing in communities)

4. Work with the federal government to allow social enterprise to become an RRSP-eligible investment. (similar to what Nova Scotia has done with its CEDIF’s program) 
5. The creation of tax incentives for social enterprise, as put forward by the Ontario Social Economy Roundtable. (although not outlined here, OSER is preparing this recommendation)
These recommendations achieve several goals:

· Have a big impact with minimal cost - several are relatively small policy changes that do not require additional dollars, but are quickly actionable and do deliver concrete benefits enabling social enterprise to thrive in Ontario. They are practical and quick.

· Put the power in the hands of citizen investors and strengthen the relationship between public benefit sector and its constituency enabling existing dollars to be put to better use

· Open up the social finance field to engage citizens and constituency in becoming investors in social enterprise. While large institutional players will be necessary, they will follow where their customers tell them to go. We need to ensure that the customers and citizens have social enterprise options.

Our lived experience is that there is significant number of investors with money interested in social enterprise but there is a shortage of good ideas and solid social enterprise investments to invest in. Traditional investors are looking for more aggressive returns and more patient investors, who tend to be more risk adverse, need the community bond review process to give them increased confidence their dollars will be well invested, for the public good.   The combination of the above recommendations will go a long way to enabling social enterprise to thrive in Ontario. 

Community Bonds 

Recommendation

Through Bill 65 – the Ontario Nonprofit Corporations Act, give nonprofits the ability to issue offering statements (similar to the Cooperative Corporations Act) to be able to more seamlessly attract Community Bonds.

Concept

The Community Bond is a loan instrument geared to engaging citizens in the creation of infrastructure and assets in service to the community.  In 2010, CSI raised $1.8m in community bonds in order to buy a building. The money was there, but we were confronted with a number of policy challenges along the way.

The Community Bond is essentially the coming together of a couple of mechanisms:  Ontario Securities Commission exemption as a benevolent society, RRSP-eligibility because it was a mortgage and a financial institution willing to process the transaction.

As a loan instrument, the investor enters into an agreement with the community-based organization, whereby the organization promises to repay the loan with interest.  The interest rate is set based on the security and philanthropic aspects of the project.

Currently, the Ontario Securities Commission restricts anyone from soliciting investments from the public unless the investor is considered ‘qualified.’ For their purposes qualified is defined as being someone who has a net worth of over $2m or generates an annual income exceeding $$$XXXXX.  While these restrictions make sense for ‘for-profit ventures’ that are meant to maximize a return, it creates confusion for members of the community from making investments into their community. 

The foundation of the Community Bond is a deep commitment to engage ‘users’ and ‘citizen’s in a form of collective ownership. Community Bonds are purchased by people who want to see the venture succeed and need to be compensated fairly for the use of their money.

Proposal 

1. Though the Nonprofit Corporations Act, give nonprofits the power to issue offering statements. This translates into requiring social enterprise to prepare a ‘prospectus’ or ‘investors package’ for their initiative to ensure that investors have all of the information and there are adequate consumer protections in place. This would simply be a matter of expanding the Cooperatives Act to include Nonprofits.

2. And/or, recognize community development and social enterprise as legitimate activities within the benevolent society clause of the Ontario Securities Commission and enable social enterprises to solicit investments from unqualified investees. 

3. Produce a clarifying briefing directed at financial institutions to clarify and encourage them to work with community groups  to seamlessly offer Community Bond investments.
Resources

http://ontariononprofitnetwork.ca for a full list of Bill 65 recommendations

http://www.osc.gov.on.ca/
The Ontario Securities Commission (OSC) is the regulatory body responsible for regulating the province's capital markets, according to a mandate established in the Securities Act (Ontario) and the Commodity Futures Act (Ontario).
Infrastructure Ontario

Recommendation

Open up Infrastructure Ontario’s eligibility criteria to include all ‘public benefit’ organizations that are investing in community infrastructure.

Context

Currently Infrastructure Ontario (IO) provides loans at preferred rates to a range of nonprofit and municipal services. The current list includes hospices, housing providers, long term care facilities, municipalities and their services, professional arts training groups, universities and colleges.  IO provides preferential loans that average about 2% below bank rates for a similar investment in public infrastructure.  

Proposal

It would be a straightforward decision to leverage the existing intermediary function that Infrastructure Ontario current offers and to broaden the role of the agency to include all nonprofits in Ontario that are making real estate or public infrastructure investments.  

Broadening the eligibility criteria would mean that community-based organizations that were investing in infrastructure as varied as local markets to theatres, co-working spaces to sports and recreation facilities would have access to preferential mortgage rates as a part of their delivery of public benefit to the citizens of Ontario. 

Infrastructure Ontario already has the mechanisms, systems, review processes and overall mandate to easily broaden its eligibility criteria.  Discussions with Infrastructure Ontario staff confirm that there is capacity, expertise and interest to be able to better serve the broader nonprofit and social enterprise sector.

Resources

1. www.infrastructureontario.ca
2. Home Ownership Alternatives has made a similar recommendation

HOA proposes that the Province expand Infrastructure Ontario’s mandate to provide additional innovative financing tools in support of the provision of affordable housing.  In addition to the excellent new Infrastructure Ontario program providing construction financing for new affordable housing developments, HOA proposes IO enter into two important new financial products – early stage financing and affordability loans. 
Public Lands

Recommendation

That nonprofit, public benefit organizations be granted a first right of refusal on the purchase of public lands and property.
Context

Currently at all levels of government, there are departments that are responsible for the sale of excess lands. City governments, provincial governments, school boards, and other institutions with preferential zoning are liquidating these properties and they are often going to condo developers and other private interests. 

While it is vital that the proceeds from these sales go back to the public coffers, it is incumbent on the government, whose assets were generated through tax payer dollars for public benefit, to provide the community with the opportunity to retain those real estate assets in the community for the community in perpetuity.  There is a moral obligation as well as a prudent long term strategy to undertake this directive.

Proposal

The province implements a policy whereby nonprofit organizations be given the opportunity to have a first right of refusal on the purchase of public assets.  

That the province work with its municipalities to encourage them to implement a similar policy, thereby achieving a multiple bottom line outcome for government, nonprofits and citizens through the enhancement of community spaces.

The public benefit mission of these organizations should be considered in the pricing of these assets. Which is to say that a nonprofit would be expected to pay market rates but their social mission may help to reduce the price or may provide flexibility in how the mortgage is paid to ensure that the assets might remain in service to the community.

Resources

Home Ownership Alternatives recommendations:

The Province’s access to land assets should be used to deliver affordable housing, by placing a priority on the sale of surplus land to non-profit developers building affordable housing. The mechanism necessary would mirror the system currently used to transfer land between governments.
RRSP-eligible

Recommendation

That the Ontario government, working with its federal colleagues, change the eligibility to allow social enterprise to become an RRSP-eligible investment. 

Context

The typical Canadian holds the bulk of their savings in an RRSP, which is managed  by one of the main banking institutions or investment houses. By and large, the individual chooses from a range of products offered to them by this bank.  A more sophisticated investor will become more creative, delving into self-directed RRSP’s. .

In tandem, the government is facing their own deficits and is unlikely to be creating giant investment funds to support social enterprise (although this would be welcome). The only hope for social investment is to access money from elsewhere. Until the government creates a sense of clarity and trust for social investment, a patient investor and their fund manager is likely to be reticent to invest. However, if the government can change its policy to enable social enterprise to become an eligible RRSP investment, it will create a mechanism and build confidence in social enterprise. 

Due diligence will still be necessary and this recommendation goes hand in hand with the community bond recommendations. . This recommendation has multiple bottom lines.

Proposal

In the rules regulating Registered Retirement Savings Plans, there is a section that lists eligible RRSP investments. In other jurisdictions RRSP investments have been used to support community economic development  (Nova Scotia has done this with their CEDIF). 

Although it may take some time to collaborate with the federal government, it would be well worth the effort to invest in making viable social enterprises eligible investments RRSP eligible.

