UT LAW THE UNIVERSITY OF TEXAS SCHOOL OF LAW

PRESENTED AT

34™ Annual Nonprofit Organizations Institute

January 12-13, 2017
Austin, Texas

Current Trends in Socially Responsible and Impact
Investing

Tomer Inbar
Tina N. Castro

Matt Onek

The University of Texas School of Law Continuing Legal Education = 512.475.6700 = utcle.org




ESSENTIALS
of IMPACT
INVESTING

A GUIDE FOR
SMALL-STAFFED
FOUNDATIONS

Produced by
ARABELLA ADVISORS
EXPONENT PHILANTHROPY

MISSION INVESTORS EXCHANGE




TABLE of CONTENTS

INTRODUCTION ......cc.conmeueermstnarseesiiemeiemmnsssronassranessssnsssssnnssssnssssss iU EUEIENNEE S 3
PART I: IMPACT INVESTING OVERVIEW ...occiiiiiiiiiiiiiseeisssssssssssssssssssssnsssssnsssssnssnns 6
Chapter 1: What is Impact INVeSting, ANYWAY? ...t 7
Chapter 2: Essential TOriCHee .. ......................c........... 5SS 10
Chapter 3: Opportunities and Challenges for Small-Staffed Foundations .................... 18
PART [I: PREPARE TO INVEST FOR IMPACT ....ccciiitiiireseiirenesirenssssrsnssssansssesssssransns 25
Chapter 4: Engaging and Making the Case to Trustees ...........occoooiiiiiiiiiiicc 26
Chapter'5: Developing YEUEStErategy ........ . SN———_—""_UUL L 31
Chapter 6: How to Address Expertise and Staffing Needs...............c.oocoooiiiiiiiiiiiiin 43
Chapter 7: Drafting Your Impact Investing POlICY ... 55
Chapter 8: DecCision-MaKing ProCeSSES.......oiiiiiiiiiiioe oo 60
PART [1I: PUT IMPACT INVESTING TO WORK ....coiteiiireiiirmaiiresssnsssssssssssesssssnsnses 62
Chapter 9: Beal Sourcing andyFindinglYESTINERESE ............................ccoeovenee s BEE St ttraesssheesothhe 63
Chapter 10: The Review Process: DUE DilIgENCE viiiiiiitcviiieiieiecieececicecee e sesbe e sreerssneresnin 76
ChapteriliStructurinaglmyestmentst........ W .........................cccoeeeenennnees SRR LU 79
Chapter 12: Impact Measures and Monitoring TOOIS ..........cooiiiiiiiiiieeeeeeeeeeeee 81
Chapter 13: Avoiding and Troubleshooting Investment Challenges ... 84
B R C A SE EX A M P L S e e e vee e tiesustaesssisnnasaranusasanarssnnsnarnnnnn 87
ESOEMEIIEA : CONLribULors ................ S SN e 146
APDOERCIPAB: RESOUICES........cvi e e oiaene: RS U ..o 152
G OCMCIFECIMIOOIS...........ccev e RS o 155

www.missioninvestors.org/guideforsmallfoundations Copyright © 2015



SOR
ER

Ill.llll!lllll...'li'«—‘



INTRODUCTION

Impact investing has the potential to enable every foundation,
regardless of size, to pursue its philanthropic mission more
effectively. It can help individual donors, families, foundations

with few or no staff, and all sorts of giving entities put more and
different types of capital to work for social good. Even better, it
can deliver philanthropic impact alongside financial returns—which
can enable reinvestment of those funds in pursuit of even more
social good.

Of course, years of experience teach that impact investing is neither a panacea nor a

pipe dream. It is one of many tools we will need to use to address the complex social and
environmental problems we face. It can be difficult work—and, like all difficult work, it
sometimes fails. But the practice of impact investing is growing daily. And its practitioners

are sharing tools, techniques, and experiences that can enable others to learn from both

their successes and their challenges. Thanks to that work—and that willingness to share—the
opportunity now is immense: the essentials of effective impact investing are becoming clearer,
and best practices are emerging that can enable all sorts of innovative investors to engage.

We offer this guide with that opportunity in mind—and specifically to support small-staffed
foundations seeking to use impact investing to further their missions. It provides a starting
point, a review of key questions to consider and ways to answer them, and a variety of tools
and connections to additional resources you may need. It aims to:

- Increase awareness and use of impact investing tools. We hope this guide will
provide philanthropists with knowledge, tools, and resources that will help them increase the
use of their capital and create more impact for social or environmental good.

» Supply technical know-how to foundations and grant makers. The information
in this guide is meant to be actionable. While every funder has different capacities, goals,
and circumstances, we aim to provide advice, guidelines, and suggestions that small-staffed
foundations can apply to their work—today or in the future.

ESSENTIALS of IMPACT INVESTING: A Guide for Small-Staffed Foundations



INTRODUCTION

+ Grow the field—and the impact investing community. The more impact investors
doing good work, the stronger the field. To foster and build a community of investors, we
have included case examples from other small-staffed foundations, so readers can learn
from their experiences and connect with others who share your goals and challenges.

We and other leaders in our organizations have seen the many remarkable effects that impact
investments have made on the issues our clients and members care most about. Our decades
of experience in the field have shown us the most effective ways to make these investments,
and how to help funders determine the approach and strategy that is right for them, discover
the opportunities that best align with their resources and goals, and evaluate past investments
to inform future ones.

We are excited to help your foundation make the most of impact investing—and look forward
to hearing about the ways you used this tool to realize the important changes you seek.

Sincerely,

Melanie Audette Cynthia Muller

Acting Managing Director Senior Director, Impact Investing

Mission Investors Exchange Arabella Advisors
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Stephanie Fuerstner Gillis Henry L. Berman

Managing Director Chief Executive Officer
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