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Difficulties with the traditional  nfp funding model

*Reliant on short term support from Government and philanthropy

*The size of these available funding pies is limited

*No guarantee of sustainability makes it difficult to focus on long term solutions

\We want them to run like businesses but fund them like charities

Gov't
Financing

Funding Gap !
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Growth in charity numbers, but funding can’t keep up

Number of Tax Concession Charities by main charitable purpose
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Charities received $107 billion in income in 2013

Income sources for non-profit institutions in 2013

Source - ABS, JBWere PhilanthropicServices
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Traditional assets are starting to be managed with ESG strategies

Assets invested with ESG issues GSIA survey, 2012:
considered. USS$ trillion ESG assets bv strategv

Sources: Global Sustainable Investment Alliance, Global Sustainable Investment Review 2012, 2013; www.unpri.org.
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An organisational spectrum

Pure Social Pure Profit
Philanthropic Venture F;{glga't‘?eg' Im PaCt Ress(;)cciﬁls!iylsle Traditional
Donations Philanthropy Investing Investing Investments Investments

Non-Profits
that generate
some income

Non-Profits/
Charities
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What Is Impact Investing?

Investments Intended to Create Positive Social Impact with Financial Return

Provide capital Expect financial returns

» Transactions currently tend to * The investment should be
be private debt or equity expected to return at least
investments nominal principal

» We expect more publicly traded — Grants and donations should
investment opportunities will be excluded

emerge as the market matures — Market-rate returns in scope

Business designed with ... to generate positive social
intent ... and/or environmental impact
« The investment should be « Positive social and/or
designed with intent to make a environmental impact should be
positive impact part of the stated business
- This differentiates impact strategy and should be
investments from investments measured as part of the
that have unintentional positive success of the investment

social consequences

Courtesy of the Rockefeller Foundatior?
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Number of impact investment funds globally, 1970-2012

400

Source: C Clark, J Emerson and B Thornley, A Market Emerges: The Six Dynamics of Impact Investing, The Impact Investor
project, 2012



Global impact funds, Investment by sector during 2011

Source: Y Saltuk, A Bouri & G Leung, Insight into the Impact Investment Market: An in-depth analysis of investor perspectives
and over 2,200 transactions, JP Morgan and the GIIN, 2011
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Impact investing is an increasingly global industry
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Growing options across sectors and asset classes

Source Rockefeller Philanthropy Advisors
12
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Funding options and appropriate sources of investment

e There are a number of forms that investments can take ranging from debt to
equity.

* In addition, the levels of risk can be varied to suit the needs of different
Investors. Linking the right capital to the right part of the operation is important.
This “layering” of risk is a particularly powerful tool in structuring an impact
Investment.

* Issues around liquidity, valuations and possible exit opportunities for equity
Investors need to be considered.
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Social Impact Bonds —

how do they work?

JBWere
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Social Impact Bonds —

early days but strong interest

JBWere
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Funding options and appropriate sources of investment

* There are currently investors representing the full range of possible financial
supporters in Australia. However, no sector has yet seen the majority of its
cohort support Impact Investment. The motivations and risk profiles of each

Investor will be different.

Investor Type Examples

Private Foundations Donkey Wheel, McKinnon and McLeod Family Foundations, The Grace and Trawalla Foundations
Corporate Foundations MLC Foundation, Westpac Foundation

Private Companies Small Giants, Family Offices

Superannuation Funds Christian Super

Banking Institutions Bankmecu, Foresters Community Finance, NAB, Westpac

Communities Hepburn Community Wind, Yackandandah Community Development Company

Governments State and Federal through Social Impact Bonds and SEDIF and specific schemes
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Private Ancillary Funds — a continuing good news story

Cumulative total of Current PAFs at 2014
by State and year (to June) of establishment
1250

Source - ATO, JBWere Philanthropic Services
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Donations into PAFs should rise further

Annual Donations into PAFs and equity markets

$800m
Source - ATO, JBWere Philanthropic Services
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The Impact Investing market in Australia

Source — JBWere Philanthropic Services
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Corporate Foundations
Family Office/HNWI
Banking Institutions/CDFls
Communities

Other

Total

Origin for Impact Investment in Australia MM\ Asset Base (ASm) % currently

Superannuation funds AMAAA 1,600,000 0.01%
Private Ancillary Funds AMAAA 3,000 0.75%
Other Charitable Trusts AAAAA 5,000 0.25%

% in 2018

0.04%
3.00%
2.00%

Smin 2013

160
23

13

5

30
750
30
464
1,474

Smin 2018

940
132
147
25
150
1,208
48
632
3,283

ANANA note that currently US pension funds have around 0.026% of assets invested in Impact investments

ANANA note that currently US foundations have around 1% of assets invested in Impact investments
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The impediments to growing Impact Investing
In Australia are gradually being overcome

Source: Impact Australia Report and SVA
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Other logistics, where to from here

* The choice of legal structure may be important. If a nfp was approached to
have joint equity in an enterprise, how could they do that?

* The use of intermediaries can smooth the path

Examples of intermediaries active in impact investing in Australia

Type Examples
Investment e Social Traders e Social Enterprises Sydney e Knode
readiness e Social Firms Australia e Social innovation in Western Australia e Impact Investing Australia

intermediary

e Social Ventures Australia Hubs
e Centre for Social Impact

(SiiwA)
* The School for Social Entrepreneurs

¢ The Difference Incubator

Specialist
financial
intermediary

¢ Foresters Community Finance
e Social Enterprise Finance Australia

¢ Social Ventures Australia Social Finance

e Community Sector Banking

e Indigenous Business Australia
¢ Unitus Capital & Impact

¢ Indigenous Stock Exchange

e I[mpact Investment Group (Small Giants)

* Donkey Wheel

e Ethinvest

e Australian Ethical Investment
e Grace Mutual

¢ Net Balance

¢ Landcare Revolving Loan Fund

e Fair Loans Foundation

e Many Rivers Microfinance

e Maleny Credit Union

e Australian Small Scale
Offerings Board

e Fitzroy and Carlton Community
Co-operative

Mainstream
financial
intermediary

e JBWere
e Evans and Partners
¢ Ethinvest

e AMP Capital
¢ Perpetual Investments
e Mercer Investments

¢ Bankmecu
¢ Colonial First State Investments
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IMPORTANT NOTICE

This document comprises general advice only. In preparing it, JBWere Limited (JBWere) did not take into account the investment objectives, financial situation or particular needs ( ‘financial
circumstances’ ) of any particular person. Accordingly, before acting on any advice contained in this document, you should assess whether the advice is appropriate in light of your own financial
circumstances or contact your adviser.

If you were referred to JBBWere through an investment adviser, that adviser may receive a financial benefit from JBWere for dealing in financial products on your behalf. Your JBWere adviser will
give you precise details of any benefit payable to the investment adviser who referred you to JBWere.

This document has been prepared by the Private Wealth Management team at JBWere. It is not a product of the JBBWere Investment Research Department. The views and opinions expressed here
may differ from the views and opinions expressed by the JBWere Investment Research Department or other departments or divisions of JBWere.

To the extent that this document discusses general market activity, industry or sector trends, or other broad based economic or political conditions, it should not be construed as research or
investment advice. To the extent it includes references to specific securities, those references do not constitute a recommendation to buy, sell or hold such security, and the information may not be
current.

Past performance is not a reliable indicator of future performance.

The information contained in this document is based on our general understanding of taxation and other laws. You should consult with your taxation adviser before acting on the information or data
contained in this document or contact your JBWere adviser if you require further assistance.

JBWere Limited, JBWere and their respective related entities distributing this document and each of their respective directors, officers and agents (' JIBWere Group') believe that the information
contained in this document is correct and that any estimates, opinions, conclusions or recommendations contained in this document are reasonably held or made as at the time of compilation.
However, no warranty is made as to the accuracy or reliability of any estimates, opinions, conclusions, recommendations (which may change without notice) or other information contained in this
document and, to the maximum extent permitted by law, the JBWere Group disclaims all liability and responsibility for any direct or indirect loss or damage which may be suffered by any recipient
through relying on anything contained in or omitted from this document.

© 2014 JBWere Limited ABN 68 137 978 360, AFSL 341162. All rights reserved. No part of this document may be reproduced without the permission of the JIBWere Group.

Notice to recipient: This communication is being furnished to you solely for your information and may not be copied or redistributed to any other person. This information is only for distribution in
Australia and New Zealand. In particular, the information may not be redistributed in the United States or to U.S. Persons via e-mail or otherwise.
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