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IMPACT INVESTING: THE ULTIMATE KILLER APP

O

The Triple Bottom Line Investing (TBLI) Group raises awareness of the benefits of sustainable
investments and works to mobilise capital for sustainable investment. The TBLI conference is the world’s

largest annual international education and networking event on Environmental, Social and Governance
(ESG) and Impact Investment.

There are lots of different definitions for
impact investing. This is because everyone is
starting from a different place with a different
approach, and it will resolve itself in time.

Impact investing is “investing with a story" and
has huge potential to grow in the coming years.
Robert believes that although many people are
in theory interested in impact investing, most
are just waiting for an opportunity to land on
their doorstep, whereas just as with any other
opportunity you need to go out and find it.

TBLI Group urges investors to be proactive.
The first step recommended is to undertake
a review of your current portfolio of financial

investments. For each investment, you need to test
whether the company or fund you are invested in:

*  Worsens Social and Environmental Balance
¢ Maintains Social and Environmental Balance
* Improves Social and Environmental Balance

Impact investing is about moving your
investments into the latter category.

Robert pointed out that one of the main arguments
put forward to explain investors’ hesitancy to move
into impact investing is the lack of proof around
these investments. However; since he has experienced
many situations where ample proof is available but still
does not serve to convince people, it is his view that
it is belief rather than proof which is the issue.

A striking example of this is the financial crisis: people
didn't read the research or understand the risks
around collateralised debt obligations, they simply
bought into the concept because everyone else did.

A big challenge with developing belief is that it isn't
just the asset owners who need persuading, but the
advisors who control the assets. If you ask anybody
‘do you want to have a financial return with social
and environmental added value? most will say ‘yes,
of course’. But that question is not being asked by
advisors. Through experience TBLI have found that in
most cases the asset owners are relatively open, and
it is the advisors who are putting up bigger barriers.
This is the wrong dynamig; it is the asset owners who
should have the power, and they need to exercise It.
If enough asset owners act by taking their business
elsewhere, the advisors will be forced to follow.
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Charly Kleissner
KL Felicitas Foundation

wwwi.klfelicitasfoundation.org

IMPACT INVESTING FOR MISSION AND BEYOND

o

Charly Kleissner and his wife Lisa set up the KL Felicitas Foundation (KLF) in 2000 after a successful
entrepreneurial career.The Foundation has a dual mission to:

Charly and Lisa felt a deep responsibility to do
something meaningful with the wealth they had created.
Thinking about the values they employ in their life —
honesty, integrity, courage, joy — they realised that they
wanted to apply these same values to their dealings
with wealth. This motivated them to go beyond the
5% paid out in grants from their foundation, and

their current aim is to have 100% of the foundation
endowment in impact investments by 2013. In addition
to the Foundation, the Kleissners have other private
wealth vehicles that they use for leveraging impact.

In 2002, Charly left his job to dedicate himself to the
work of creating positive impact. He came across the
challenge of advisors being unwilling to cooperate with
his intentions, and found he had to make his demands
clear,and in some cases to change advisors. He made

a decision not to work with people who were not
aligned with his values, and his advice to the audience
was “do not put up with people who say you can't do it
— look at the huge success stories of recent times such
as Google and IBM".

Charly does not invest in assets he does not believe
in, such as non-renewable resources. He admits that
systemic problems such as regulatory environments
that favour more damaging investment options are
difficult to overcome, but argues that “when you think
about your values and beliefs it becomes clear that

a slightly reduced financial return for a value-aligned
investment is the right choice; why would you allow
yourself and your advisers to engage in behaviour
which clearly contradicts who you are and what you
believe?!” He stresses that there are also opportunities
to make a lot of money in areas such as renewable
resources.

KLF formulated their impact investing strategy by first
clarifying their mission, and then identifying themes.
Once you have defined the impact you are seeking,
that becomes the core of your impact investment
policy. There are many deals out there if you care about
sustainability and social enterprise, and you should not
have a problem finding opportunities in any asset class
you choose, including alternative assets.

The next step is to create an asset allocation
framework and overlay this with the impact you are
seeking, looking in every asset class to find appropriate
impact investing opportunities.

KL Felicitas Foundation is on its way to 100% impact
investment. The foundation currently has around 35
impact investments totalling approximately $7 million in
all asset classes.

Some examples of KLF's impact investments:

* Root Capital: A non-profit social investment fund
that is pioneering finance for grassroots businesses
in rural areas of developing countries
(Www.rootcapital.org).

* EKO Asset Management: EKO green carbon fund
which monetises land use carbon practices in the
USA. This has the potential to offer a great financial
return in the future (www.ekoamp.com).

An important part of KLF's strategy is to support early
movers with small investments that will catalyse success
and show that returns are possible in order to unfreeze
other sources of capital. This has been the case with
Beartooth Capital, a private equity firm that restores
and conserves ranch land in the Western United States
(Www.beartoothcap.com), and Zouk, a London-based
private equity fund manager focused on the European
Clean Tech market (www.zouk.com).
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Exhibit 2 : Using Impact Report and Investment Standards

When KLF decided to apply specific IRIS performance indicators across its impact
investment portfolio in 2009, the foundation had already devoted more than 55%
of its assets to various impact investments.

Working with an active portfolio enabled the foundation to determine what
information and data would best describe the performance of these investments.
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When analysed in 08/09, KLF's portfolio (then around
56% impact invested) was down | 6%, whereas other
US foundation endowments were down an average

of 43%.This was because the impact investments had
outperformed traditional investments on the way down,
hedging the losses. This is another good argument in
favour of impact investing: looking at global trends, the
next financial crisis might occur in the not too distant
future with deleveraging still going on, and impact
investments represent a good hedge, as they have no
correlation with the sub-prime market. In fact, analysis
in 2009 showed that Programme Related Investments
were actually an absolute return strategy, not an
emerging debt as first thought. KLF's sustainability
investments also outperformed on the way up in 2010.

|8 months ago, KLF began measuring the impact of
their portfolio. They use the IRIS (Impact Reporting
and Investment Standards) framework alongside their
own sets of quantitative and qualitative indicators as
proxies for impact. Some of these proxies are financial,
for example if an investment enables a successful
organisation to strengthen and diversify their funding
base, this is a good indication that they will be able to
increase their impact in the long term. A mixture of
cross-portfolio indicators and sector-specific indicators
deliver more meaningful insights, and data is gathered
over time to give a longitudinal picture’.

© Global Impact Investing Network 2011

Charly summarises the approach the Foundation
has taken as “embracing the genius of AND":

Creating impact related process
AND
operating within a strict investment policy discipline

Optimising for environmental/social impact
AND
applying the rigor of investment management tools

Investing in new markets & asset classes

AND

maintaining exposure to traditional investment
strategies

Embracing new business models
AND
Adhering to recognised financial theory

Evaluating impact performance

AND

subjecting investments to recognised financial
benchmarks

Expanding the scope and scale of philanthropic
capital

AND

maintaining adherence to fiduciary responsibility

3 A case study detailing KLFs impact investment measurement process,'GIIN Case Study on Using IRIS to Measure Impact: KL Felicitas Foundation’,
is available for download at www.klfelicitasfoundation.org/index.php/resources/publications/
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As Charly and Lisa have shared their story with
their peers over the last few years, they have found
that people want to do impact investing, but are
hindered by their intermediaries and their own lack

of knowledge. "

As Charly and Lisa have shared their story with
their peers over the last few years, they have found
that people want to do impact investing, but are
hindered by their intermediaries and their own lack
of knowledge. In answer to this, they helped create a
global network for non-institutional investors called
Toniic (www.toniic.com), enabling individuals and
organisations to aggregate capital and share due
diligence and knowledge.

From the point of view of moving money into the
market, impact investing is still far from getting to
the scale of even being considered a niche by the
mainstream. This year for the first time we will see
impact funds of funds coming to market, and some
individual funds reaching the size where institutional
capital might begin to start moving in.

Now is the time that impact investors can really make
a difference, by proving the concept, and getting policy
makers and accountants to move towards creating the
kind of sustainable world that we want to live in.
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Victoria Hornby
Sainsbury Family Charitable Trusts

www.sfct.org.uk

INVESTING TO SCALE SOCIAL IMPACT

o,

The Sainsbury Family Charitable Trusts is the operating office of 18 grantmaking trusts established by
three generations of the Sainsbury family. Each trust works autonomously as an independent legal entity

with a separate board of trustees, actively led by an individual member of the family. They distribute
around £100m of grants annually.

Five of the trusts are active social investors.

Their investments are designed to enhance the
grantmaking of the trusts and leverage their
experience and expertise, creating improved social
outcomes. In each case, the rationale for investment
has been to achieve a significantly increased

scale of impact compared to grant funding.

To date, investments have been made in the areas of
the environment, FairTrade, African agriculture and
criminal justice, very much driven by the interest areas
of the trusts. As grantmakers, the trusts operate as
very early stage investors, typically providing support
before an organisation has a track record, and staying
involved for at least three years. The trustees seek to
do the same with their impact investing; to help build
the track record of high-potential investees to enable
them to raise further funds and grow their impact.
One of the reasons the trusts can operate in this
way is because they know their sectors very well.

The trusts operate a tight social screen but also
expect a reasonable rate of financial return when
investing from the endowment, as investments that
do not provide a reasonable rate of return are
unlikely to fulfil their potential in terms of getting
to scale. The trusts see their capital as a ‘recyclable
fund’: they can invest at an early stage and then
once a good track record has been established, they
can exit and pass investments on to others with
less appetite for risk, and recycle the money back
into developing other early-stage opportunities.

Challenges

Although there are a number of sustainability and
climate change related deals and products available that
are relatively straightforward to invest in (e.g. Triodos
products), this is not the case for the more complex

social impact end of the spectrum. SFCT have made
some investments in individual social businesses, and
the transaction costs of these are very high. At the
moment, some of these costs have been covered by
grants to preserve the financial return and thereby
attract additional investors. There is still necessarily

a lot of subsidy in the system: it takes money to
develop sustainable financial instruments, and SFCT
are happy to use grant funding to develop models that
will leverage capital from other sources. The product
development is starting to happen, but the fact is
that early stage product development is expensive.
Those investors such as SFCT that are working to
open up the market now are prepared to absorb
these high early-stage costs, but to be able to attract
other investors in the future it is important that they
ensure any issues are resolvable and not recurrent.

There is also the question of fiduciary duty. There are
only a handful of other Foundations in the UK who
are currently willing to make impact investments from
their endowments. This has been limited by the need
to prove that these investments are consistent with
the fiduciary duty of maintaining the endowment.
While the settlors are still living this is relatively easy,
but when they are no longer around it can prove
very difficult to persuade trustees to consider such
investments. This often comes back to the unwillingness
of advisers; if an investment adviser advises against
impact investing from the endowment, this makes

the trustees personally liable if they choose to go
ahead. It is not made at all easy for foundations to
engage in impact investing, and the risks are made to
seem much bigger than they are, which puts people
off. This will change as the track record of such
investments is proven but, once again, it will take time.
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Some examples of current SFCT investments:

Social Impact Bond: One of the trusts that has
worked in criminal justice for many years was the

first investor in the recent Social Impact Bond — a
new instrument whereby private capital is invested

in proven interventions (in this case around reducing
reoffending rates) and repaid by the state with

a capped return according to the results of the
intervention (see page 20 for further details). The
trust has been involved in the field of criminal justice
since the 1970s, and has not seen any improvement.
The overall situation has not changed or improved;
rates of reoffending continue to rise, and outcomes
for ex-offenders remain very poor. Over the years
the trust has funded many programmes that have
demonstrated a substantial improvement in outcomes,
but has never found any way of selling them to
anyone and achieving the kind of exit and scale that is
needed. The idea that in this case financial returns and
improved outcomes for people are inextricably linked
was a huge draw for the trust. An additional attraction
was the longer time horizon of the SIB, which offered
the potential to move to a system whereby private
capital is used to improve public services in a way that
isn't subject to short-term factors such as media hype.

www.socialfinance.org.uk
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Empower Community Fund: SFCT made a
co-investment alongside other impact investors in
this fund which seeks to install roof-mounted solar
photovoltaic systems on social housing, with the
money returned to investors through feed-in tariffs.
People who live in the social housing then have lower
energy bills, carbon emissions are reduced and a
substantial portion of the profits go into a community
fund to help local communities avoid fuel poverty
through methods such as retrofitting and learning
around energy use in the home.
www.omniworldview.com

African Agricultural Capital: One of the trusts has
for a number of years funded research into African
agriculture, particularly subsistence crops. Again this
has vielded lots of successes and interesting new
technologies and crop varieties that could make a
substantial difference to people’s lives. However, the
trust has found that grants only allow you to distribute
and disseminate knowledge to very small numbers of
people — even multi-million dollar grants can't replace
the fact that there is very limited investment in small
and medium enterprises in the agribusiness sector

in east Africa. After all those years of work, it made
sense to see whether that major obstacle could be
addressed by the creation of an African agribusiness
equity fund. Established in 2006, African Agricultural
Capital is currently invested in |6 agribusinesses in
east Africa, is expected to yield 12% gross and is now
raising a second fund.

www.aac.coke



If it turns out that money is being saved as
a result of the programme, SFCT will look
for a way to attract additional investors to
be able to scale up the intervention.’

Some examples of investments in development:

Children with complex health needs: SFCT grant
funding is currently being used to test and develop
a symptom control programme for palliative care
services for children with complex health needs.
The aim of the programme is to keep such children
supported at home without emergencies, which
will improve quality of life for children and their
families and lower healthcare costs for the state.
This is currently being funded as a straight grant
programme, but with very careful benchmarking
and measuring. If it turns out that money is being
saved as a result of the programme, SFCT will
look for a way to attract additional investors

to be able to scale up the intervention.

Sustainable energy efficiency: For years everyone
thought that the government would one day pay for
sustainable retrofits; the current fiscal climate has
made it clear that this will not happen. SFCT has put
grant funding into exploring how sustainable financial
instruments could be developed to get mainstream

capital into this area, looking at retail financial products

and also on a local authority level for whole-area
retrofits. These products need to be financially
sustainable, and it is detailed technical work at this

stage so SFCT are happy to use grant funds now with

the potential to leverage further capital later on.

Financing for small energy efficiency businesses:
There is very little capital around for small energy
efficiency businesses looking for investments between
£750k and £2m, and also very few mission-aligned
investors. SFCT are talking to a private equity
partnership about creating a fund to provide capital
to these businesses. The fund would be a joint fund
with the trusts and the PE partnership leveraging
Enterprise Capital Funds (government funds which
will contribute up to two thirds of a fund that aims
to bridge an ‘equity gap’ by investing in small and
medium enterprises).These government funds are
not in any way mission-related, but if the partners
can raise £8m, the government will provide £16m
more to make up the fund, and that money will
then become mission related, offering a great
leverage opportunity. There are more of these
‘neutral’ pots of money around, and SFCT is working
to see how they can be influenced for impact.
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Herta von Stiegel
Ariya Capital
www.ariyacapital.com

AFRICA — A NEW FRONTIER OR A FALSE DAWN
FOR SUSTAINABLE PRIVATE EQUITY?

Ariya Capital is a Botswana, UK and Jersey-based
private equity firm focusing on sustainable investments
in frontier markets. Its vision is to be a leading

private equity firm in the sustainable investment

arena by delivering superior financial returns and
maximising positive social and environmental impact.

Herta von Stiegel, founder of Ariya Capital, has
had a long and distinguished career in international
finance. Her first encounters with Africa were

as a tourist, she then began to look from a
philanthropic point of view, and realised that the
west has created a systemic dependence on aid

across the continent. She became involved in the
microfinance sector; and came to the conclusion
that whilst traditional models of microfinance have
their place, this is not enough. This prompted her
to ask the question; what does Africa need and
why? which led to the founding of Ariya Capital.

Herta's premise is that if you invest intelligently in
Africa, the whole debate around impact first or finance
first dissolves. With the right investments in the right
sectors, you can achieve both. Ariya focuses on three
main consumer-led, private-sector-driven growth
industries that are at the core of poverty alleviation:

i‘-‘i"ﬁi Key Sectors for Growth and Impact

m Enabling sectors that are key to poverty alleviation and economic growth

Telecommunications

over the last 5 years

Source: How Exciting is Africa’s Potential, Goldm an Sachs Strategy Series, Oct2010; The EconDM

Renewable Energy Expansion in Rural Sub-Saharan Africa, The World Bank, Jan 2010
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*Driver of knowledge based activities
*The mobile market has seen a cumulative 50% annual growth rate

- Mobile phone usage increased by almost 20x between 2000 and 2008 in
the 11 largest African countries (‘African 117)

Renewable energy & clean technology

*Essential for sustainable economic growth

*Unreliable energy supply can stunt growth by 4% in SSA
+Consumption of energy shows strong links to income per capita

Financial institutions & microfinance
*Key to tackling poverty and fostering entrepreneurship
*SME sector contributes more than 50% to gross GDP



Telecommunications. A great example of this is Celtel,
the mobile telecommunications company founded in
1998 by Mo Ibrahim which opened up mobile phone
access for 24 million people in Africa and sold for $3.4
billion in 2005. This huge success story also illustrates
the fact that the potential of investments in Africa is
consistently underestimated. Initially nobody wanted
to invest in Celtel, and without development banks the
company would not have been successful, but it turned
out to be a great investment with huge returns. There
is still enormous opportunity for growth in this sector.

Renewable energy and clean technologies. Returns
on these investments in the west remain inconsistent,
but you cannot compare the western context with the
situation in emerging markets. This is because most of
the energy in Africa currently comes from diesel and
kerosene, which are hugely expensive as well as having
negative environmental and health consequences.

The economics are completely different in the African
context, so there is great scope for companies to

both have impact and achieve high returns by offering
cheaper, cleaner energy sources to a huge market

of potential consumers. In addition, there is a lot of
disruption in traditional energy supply across Africa at
the moment, people are beginning to think hard about
where their energy will come from in the future.

Not enough is happening around solar technologies
in Africa, although there is a lot of buzz around
biofuels. There are some interesting wind, biomass
and small solar off-grid solutions springing up,

which is exciting because this is what is needed, as
Africa is too big to rely solely on on-grid power.
There is a clear comparison between what has been
happening in telephony and what needs to happen
in renewables with regards to distribution, namely
leapfrogging’ the technology. In telecommunications,
most of Africa is going straight to mobile phones and
bypassing the landline infrastructure, and in energy
things are moving in the same direction — it is not
practical to think about traditional centralised energy
generation and distribution infrastructure in Africa.

Financial institutions and microfinance. Although
there is now more money flowing into microfinance
than one can deploy, the real need is for financial
institutions to serve the missing middle: there is

a huge gap when it comes to financing for SMEs.
This offers great potential for GDP growth and
impact through enterprise development and job
creation, and also for high financial returns.

While some say that simply by investing in Africa
every dollar will have an impact, Herta does not
go quite that far. Ariya focuses strongly on sector
and geography to maximise positive impact, and
will only invest in countries with rule of law and
freedom of the press (by and large sub-Saharan
African countries are currently stable.)

Herta’s premise is that if you invest
intelligently in Africa, the whole debate
around impact first or finance first dissolves.’
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Why Africa?

Demographically, Africa is the fastest-growing
continent, with population forecast to double to
2bn by 2050, an average age of 30 and labour force
growth of 4%. Africa is also home to 29% of global
mineral resources and 20% of the world's land
mass, but currently attracts only 4% of global FDI.
Ariya is not alone in noting this; Africa is currently
attracting large amounts of investment from China.

There is huge potential for growth in Africa, which
contains six of the top ten fastest growing countries

in the world. Ethiopia for example has 0% growth.
Stock exchanges are proliferating across the continent,
and listings are generally far oversubscribed, but

there is still not enough liquidity in the market.

All this of course indicates great potential for
financial returns, which is backed up by the figures.
In the private equity space, there have historically
been impressive IRRs in Africa; Ariya has calculated
an average from 2000-2007 of 43.5%.

A big obstacle to raising the capital for these kinds
of investments is the gatekeepers. As an asset
allocator in today's market, if you allocate assets to
China and things go wrong, you will probably not

get fired. However, if you allocate assets to ‘impact
investing’ or to certain parts of Africa and things go
sour, you may well lose your job, and people are not
willing to take that risk. Until we de-risk the model,
either through pressure from the asset owners or
through more people becoming active in the space,
this kind of investing will remain a very small market.
Those who are interested in moving this agenda
forward need to think about how we can de-risk the
model for those with their hands on the levers.

It is a challenge raising the funds to invest. Ariya’s

first fund will be around $100m, so Herta is looking
for co-investors. There are interesting pipeline
opportunities looking at healthy double digit returns,
but most investors still think of Africa as a place for
philanthropy. The perception (partly driven by the
media) is negative — when people think of Africa

they think of illness and poverty, not returns in the
25% — 40% range, a growing middle class driving
consumption and incredible natural resources.
However, the crisis has made people think about the
notion of risk and risk premium in different ways. Herta
believes Africa’s time has come, and is investing her
time, money and passion in making her vision a reality.

.Illipg'gAriya Sustainability Model

AA holistic approach to sustainable investment
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Alex Connor
Triodos Bank
www.triodos.co.uk

alex.connor@triodos.co.uk

IMPACT INVESTMENT OPPORTUNITIES

IN EMERGING MARKETS
O

Triodos have €5.5bn under management, which is all
lent to and invested in impact businesses.

More specifically, it defines itself as a business to:

* Help create a society that protects and promotes
the quality of life of all its members

* Enable individuals, organisations and businesses to
use their money in ways that benefit people and the
environment, and promote sustainable development

* Provide customers with innovative financial products
and high quality service

Triodos have €5.5bn under management, which is all
lent to and invested in impact businesses. Alex spoke
about two opportunities for impact investors to use
Triodos products to achieve their goals.

Microfinance — An estimated 2.7bn people live on
less than two dollars per day with no or limited access
to financial services. Triodos have been investing in
microfinance institutions since |994.These institutions
deliver a sustainable contribution to encouraging
entrepreneurs and employment in the developing
world. Triodos has invested over €300m in 87
microfinance institutions in 43 countries which reach
/m loan clients and 5m savings clients.

Sustainable Trade — the demand for organic and

fair trade products in Europe and the US is growing
strongly. However; there is a bottleneck caused by the
lack of access to funding which means that farmer
cooperatives are forced to sell at a discount to local
middlemen. The Triodos Sustainable Trade Fund
provides trade finance to organic and fair trade farmers
to circumvent local middleman and sell their products
at more competitive prices. In 2010, Triodos lent €23m
to 33 organisations producing |6 agricultural products.
This reached 27/ countries — |/ of which are in Sub-
Saharan Africa, and benefited over 100,000 farmers.

‘[riodos have been investing

in microfinance institutions since
[994. These institutions deliver

a sustainable contribution to
encouraging entrepreneurs and
employment in the developing world

J
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Toby Eccles
Social Finance
www.socialfinance.org.uk

THE EVOLUTION OF THE SOCIAL IMPACT BOND

Social Finance was set up in 2007 to help build a

social investment market in the UK. Social Finance
brings together individuals with substantial expertise

in finance, strategy consultancy and the social sector
to drive innovative, sustainable and scalable investment
propositions. Social Finance's ambition is to transform
the ability of charities and social enterprises to respond
to society's changing needs by enabling greater access
to capital.

They are building an organisation to develop financial
products that marry the needs of investors and the
sector, support organisations in their efforts to deploy
and raise capital, and research social investment
markets and opportunities.

The first product launched by Social Finance is the
Social Impact Bond at Peterborough Prison.

What is a Social Impact Bond?

A Social Impact Bond (SIB) is a contract with the public
sector in which it commits to pay for improved social
outcomes. On the basis of this contract, investment is
raised from socially-motivated investors. This investment
is used to pay for a range of interventions to improve
social outcomes. If social outcomes improve, investors
will receive payments from government. These
payments repay the initial investment plus a financial
return. The financial return is dependent on the degree
to which outcomes improve.

SOCIAL

/

Social Impact Bonds raise funds for outcomes-focused activity based on a contract with
public sector agencies. Investors are repaid on the basis of the outcomes achieved.

Social Impact Bond mechanism FINANCE
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outcomes outcomes
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In many situations money is spent on fixing the
negative outcomes rather than providing a solution to
the problem. Social Finance describes the situation as
“paying for the ambulances to treat people who fall off
the cliff rather than paying to install a fence at the top
to stop people falling in the first place”. Social Impact
Bonds are a way of breaking this cycle by funding
increased investment in innovative preventative activity
delivered by charities and social enterprises.

Their first Social Impact Bond was signed with the
Ministry of Justice in March 2010 and officially launched
in September 2010. Social Finance raised £5m from

|7 social investors to fund work with 3,000 male,
short-sentence prisoners leaving Peterborough prison.
Currently, 60% of short sentence prisoners re-offend
within one year of release and receive little statutory
support to address the causes of their offending.

The Peterborough Social Impact Bond will pay a
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21

consortium of experienced social sector organisations
to provide intensive support to prisoners and their
families, both inside prison and after release, to help
them resettle into the community. The Ministry

of Justice and the Big Lottery Fund will pay

investors as long as there is a measured reduction in
reconviction events of 7.5% relative to a control group.
If reconviction events fall further; investors will get

paid more up to a capped return of |3%.

Social Finance is currently looking into new Social
Impact Bonds in the fields of criminal justice, chaotic
families, looked-after children, health, and drug
rehabilitation with support from the Big Lottery Fund.
There has been considerable interest in the Social
Impact Bonds from across the USA, Canada, Middle
East and Australia, and the market will hopefully
continue to grow in the coming years.



David Easton
Bridges Ventures

www.bridgesventures.com

INVESTING IN SUSTAINABILITY AND REGENERATION

o,

Founded in 2002, Bridges Ventures is a private
investment company majority-owned and managed
by its Executive Directors and the Bridges Charitable
Trust. It is a founding principle of the company that
all funds raised aim to achieve dedicated social and/
or environmental goals as well as aiming to achieve
financial returns for investors.

Bridges Ventures offer two types of funds to investors:

a. Finance First Funds — which aim to maximise
financial returns after a social and environmental impact
floor is met. This includes Venture Funds | & Il and

the Sustainable Property Fund. In all three funds, the
social and environmental impact of the investment is
rigorously monitored and tracked, but it is the financial
return which is maximised.

b. Impact First Funds — which aim to maximise social
and environment impact after a financial floor is met.
They currently have one fund of this sort, the Bridges
Social Entrepreneurs Fund. This fund aims to address
the funding gap often faced by fast-growing social
enterprises looking to scale. They tailor each investment
to ensure that it fits the needs of each particular social
enterprise, whilst also allowing the fund to make a
reasonable financial return.

In February 2010, Bridges Ventures developed a

“social loan" to invest in Hackney Community Transport
Group, a non-profit provider of public transport and
related training services in the UK The loan provided
the social enterprise with a flexible financing tool while
linking investors’ returns to growth in turnover and
social impact. Previously, HCT Group was restricted to
traditional forms of borrowing when it wished to raise
capital. This put it at a competitive disadvantage to its
private sector counterparts such as Stagecoach and
First Group because it was unable to offer potential
investors the opportunity to share business risk and
obtain potentially greater financial returns in return

for access to capital. The social loan allows returns to
investors to increase (or decrease) in line with the
organisation’s turnover.

"The loan provided the social
enterprise with a flexible
financing tool while linking
investors’ returns to growth in
turnover and social impact.’

O Institute for Philanthropy
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CLOSING REMARKS

Impact investing could become an important tool in your philanthropic toolbox.
Deployed well it can allow you to provide capital to generate positive social and/or
environmental impact whilst also generating financial returns. It also offers the
opportunity to use endowment funds to further your social mission, thereby
leveraging a greater proportion of your philanthropic capital. Beyond philanthropy,
impact investing can also allow you to align the management of your assets with your
values and vision for a better world.

Changing the way we do things can seem daunting, however. There is always the
temptation to follow the path of least resistance, leaving your investment managers
and advisors to carry on with business as usual and paying out your 5% in grants
each year. But as our speakers demonstrate, once you have made the decision to
begin aligning your investments with your values and mission, and to explore new
ways of leveraging your assets for positive impact, there is really nothing stopping you.
Whether you wish to follow Charly’s example and dedicate yourself to designing a
multi-million-dollar impact portfolio; or simply start by investigating the possibility of
moving a small amount into an established fund or product such as those offered by
Triodos, there are opportunities at every level.There is also a growing number of
resources, networks and people to help you on your way, some of which are listed
on the following pages.

We very much hope that this publication has been helpful to you. Please do not

hesitate to get in touch at contact@instituteforphilanthropy.org if you would like

more information.
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Appendix: Useful links

Publications:

“Impact Investing: An Emerging Asset Class” P Morgan, GIIN and The Rockefeller Foundation (November 2010)
www.jpmorgan.com/pages/jpmorgan/investbk/research/impactinvestments

“Investing for Impact: Case studies across asset classes” Bridges Ventures, Parthenon (March 2010)
www.bridgesventures.com/sites/bridgesventures.com/files/Investing?20for%20lmpact?%20Report.pdf

“Investing for Social and Environmental Impact: A Design for Catalyzing an Emerging Industry”, Monitor Institute (2009)
www.monitorinstitute.com/impactinvesting/

“Solutions for Impact Investors: From Strategy to Implementation” Rockefeller Philanthropy Advisors (2009)
www.rockpa.org/Document.Doc?id=15

“Mission-Related Investing: Philanthropy's New Passing Gear — A Policy and Implementation Guide for Foundation
Trustees”, Rockefeller Philanthropy Advisors (2008)

www.rockpa.org/document.doc?id=16

“Money for Good: The U.S. Market for Impact Investments and Charitable Gifts from Individual Donors and
Investors” Hope Consulting (May 2010)

www.hopeconsulting.us/pdf/Money2%20for?620Good_Final.pdf

“Twenty catalytic investments to grow the social investment market” NESTA (April 201 1)
www.nesta.org.uk/publications/assets/features/twenty_catalytic_investments_to_grow_the_social_investment_market

“Growing social ventures' Young Foundation (February 201 I')
www.youngfoundation.org/publications/reports/growing-social-ventures-february-201 |

“360 Degrees for Mission: How leading European foundations use their investments to support their
mission and the greater good”, Mistra (May 201 |)

www.mistra.org/download/ | 8.1af8fee012f95b [46/88000680//360-degrees+for+Mission.pdf

“Investor Perspectives on Social Enterprise Financing”, ClearlySo (July 201 1)
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Appendix: Useful links

Networks:

Aspen Network of Development Entrepreneurs

www.aspeninstitute.org/policy-work/aspen-network-development-entrepreneurs

Global Impact Investing Network (GIIN)

www.thegiin.org

Investors Circle
www.investorscircle.net

Toniic
www.toniic.com/

Web portals and platforms:

ClearlySo
www.clearlyso.com

Gate Impact
www.gateimpact.com

Impact Assets
www.impactassets.org

Rockefeller Foundation

www.rockefellerfoundation.org/what-we-do/current-work/harnessing-power-impact-investing/

Events:

Social Capital Markets (SOCAP)
http://socialcapitalmarkets.net/

Triple Bottom Line Investing (TBLI)
www.tbli.org/tbli-conference.html

Good Deals
www.cood-dealsuk.com
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ABOUT
The Institute for Philanthropy

o,

The Institute for Philanthropy
We are one of the world's
leading organisations providing
international donor education.
We believe that if people who have
the capacity to give are provided
with the skills, knowledge and
networks to do so effectively they
will increase the size and impact
of their giving. We work closely
with a global network of over 200
wealthy families, and partner with
companies, trusts, foundations

and schools.We act as a forum
for the development of new ideas
and produce original and practical
research on a range of issues,
including the management of
charitable assets, philanthropy
during the economic downturn
and funding for core support.

We also convene gatherings

for learning with leaders in the
field, including accomplished
philanthropists and academics.

OURVISION

We look towards a world in
which philanthropists from around
the globe have the skills to make
significant contributions to the
pressing issues of their time, in
their own giving and in networks
and partnerships with others.

OUR MISSION

We work to increase effective
philanthropy in the United Kingdom
and internationally. We do this by

O Providing donor education

O Building donor networks

O Raising the awareness and
understanding of philanthropy

If you have any questions about

our work or to find out more,
please email us:
contact@instituteforphilanthropy.org

Or visit us at:
www.instituteforphilanthropy.org

Institute for Philanthropy
2 Temple Place

London

WC2R 3BD

Tel: + 44 (0)20 7240 0262
Fax: +44 (0)20 7240 8022

Institute for Philanthropy U.S.
|00 Broadway, | 7th Floor
New York, NY 10005

Tel:+1 212 513 0020
Faxi+1 212202 4313

Institute for Philanthropy is a Company Limited by Guarantee Registered in England and Wales.
Company Registration No. 4531222, Registered Charity No. 1093927,VAT Registration No. 935700330.
A Charity Registered in Scotland, No. SC041 | 10. Institute for Philanthropy U.S.is a 501©3 Public Charity.
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