Access to credit improving as regulations

are eased

Mew rules for venlure capilal and private equity funds will reduce regulatory burdens and
help struggling sectors to attract investment, but they are not perfect

Frangisen Aldawang

Prdro Rusda

A nevw regulation enacted on 13
Nowember, 2004 {Act 22/2014), which
relales lo vendure capilal and privale
equity investment, will improve access
ko ereddit for sectors of the economy that
are curvently struggling 1o gel funding,
accerding to Francisco » anad
Pedro Rueda, pariners at Araoz & Rueda.
The lation - originating from
EU Lhr:ﬁd;wlw m?zmﬁmd-nﬁm to
create an internal market for managers
of alternative investnsent fumds —
will also facilitate the expansion
and internationalisation of aew
ventures, such as start-up companies.

The regulation aims to encour,

investment in the form of non-equity
loans up to a maximum of 30 per cent of
the value of the company receiving the
invesiment.

How wall the Hon encourage
investment? Aldavero and Rueda
explain hat the new rule reduces the
regulatory burden on venture capital
an%uprimrrlccquily funds as mll?:a
creating a new investment vehicle
focused on investing in small and
medium-sized enterprises [SMEs).

Rueda says thal current Iv
increas
from }'drsh.n?éluhal FCR (Ih{:Spamsh
public “Fund of Funds") are entering
the market, as a co uence of which
the funds available for new investments
will be muliplied due o the investment
commmitments — from privabe equity,
venlure capital and debt funds
resjuested by Fond-leo Global FCR. “The
equation seems quite logical — if there is
ligquidity the investment will increase,”
e :\wa .

'hat exactly are the regulations
designed Iod{?’.‘ Rueda says one of the
main objectives of the new rules is to
make venture capital investment easier
by reducing the number of restrctions
imposed by the Comisidn Nacional
de Mercardo de Valores (CNMV) and
other regulators.

Another significant development
is the creation of a new investment
vehicle. Rueda says that the regulations
introduce a new form of invesiment
entity: the SME venture capital fund, a
new concept for Spain. This new form of
invesimenl struclure could lead to small

and mediom enterprises, which have
been hard hit by the crisis, receiving
new funding. In principle, an SME risk
society would be authorised to invest
in any activities except real estate and
Tinance.

In which sectors could the regulations
have the biggest impact? Aldavero says
Ihat there is considerable polential
in Spain for acquiring good asscts,
particularly in sectors such as lechnalogy
ar sowence, Where there is considerable
appetite for investment. “Both factars
combined create a promising future and
will surely improve the marl ioa", siys
Aldavero, wha says that the new reform
has been keenly anticipated.

Aldavere and Rueda say the terms

compliance with the obligations of

investment are Aexible, for example
the CNMV will be able to extend

t deadlines if necessary. This
also alters the limit of the “coefficient
af investaent” allowing a hetter use of
liquidity, according to Aldavers and

.

Miszed opportunity

Lawyers are preparing themselves

for instructions relating to the new
regulations. Aldavery and Rueda say
that companies interested in accessing
this type of invesiment will requin: legal
adwice, which presents a number of
appaortunities for law fiems, Tn addition,
firma will also be required 1o formulate
frameworks for this type of investment
that are practical and workable, they say,

But Aldavers and Rueda a
that the new rules are not pertect.

They say the fact that debt funds

are not adequately covered in the

new regulations represents a missed
apparfunity, The regulations could have
included a reduction in the tax burden on
debit funds = such funds tend to invest in
oountries ather than Spain, but a lower
tax burden may have encouraged debt
funds to get invalved in more Spanish
domestic investment.

However, the new regulations are
causing optimism. “Spain is in a good
prstion fo atiract investimend and these
measures should ease acoess to credit
and generally improve the country's
economic situation,” Aldavero says,
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