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Investor Intent
The first step is to clarify your motivation and intent as an
impact investor. Is it to maximize profits with demonstrated
social and/or environmental benefits? Or is the objective to seek
out the optimal impact solutions for the societal and/or
environmental challenges? Or is it both?

Based on the answer to this question, you need to
develop the pipeline of investment opportunities. Once the
portfolio objectives of financial risk/return and impact are
clearly defined and articulated in the investment policy
statement, internal investment and/or program staff, external
advisors and consultants, fund managers and/or other resources
will be able to identify the appropriate opportunities.

Financial First Investors
For the financial first investor, once deal flow has been
generated, an appropriate quantitative and qualitative
investment due diligence process should be completed. It is
important that this process mirrors standards set for similar asset
classes and strategies of non-impact investments. For example,
the process associated with evaluating an impact certificate of
deposit, which is FDIC-insured and issued by a community
bank, may involve a simple comparison of rates available in the
market. Due diligence may be simply accessing publicly
available information on the issuing bank and calling a bank
representative. On the other hand, if the investment under
consideration is a highly illiquid strategy, such as private real
estate, offered by a first-time fund manager, the process will be
far more complex. This would most likely include several
meetings with the management team, thorough financial
analysis of any historical, current or projected transactions,
background checks on the principals, and extensive legal review

of the offering documents and operational assessment of the
management company.

If the investment fails to successfully complete the
financial due diligence process, but appears to exhibit
meaningful social or environmental impact, it can be directed
for consideration within the impact first process.

Assuming the proposed financial first investment has
successfully completed the appropriate investment due diligence,
an evaluation of the social and/or environmental impact should
be completed. The extent of social and/or environmental impact
should be articulated in the investment policy statement. You
may choose to accept the impact metrics currently offered by
the fund/investment, develop agreed-upon standards for
reporting, or use third party tools or service providers for the
impact evaluation process. If the investment fails to address
and/or provide the desired impact, the investment is removed
from consideration, but may be considered in the context of
traditional (non-impact related) investing.

For the impact investment which has successfully
completed both financial and impact analysis, the next step is to
consult the investment policy and determine appropriate size
and timing within the context of the current portfolio
holdings/asset allocation. If compliant with policy, the
investment would simply proceed with an investor’s
implementation protocols. If not compliant, whether due to
current exposure limits, geography or other constraints, the
investment would not be implemented and should be considered
for future allocation. The investment could be implemented
once the limiting factors have been removed and any updates to
the analysis are completed.
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would currently be captured as spending within the investment
policy and portfolio-modeling framework.

For investors not able to qualify the proposed
investment as a PRI, compliance with the guidelines established
by the investment policy should be adhered to. As before, if
current constraints or portfolio holdings prevent compliance
with policy, the investment will be considered for future
allocation. The investment could be implemented once the
limiting factors have been removed and any updates to the
analysis are completed.

Although not illustrated in the process diagram, you
should note that impact funds, investment structures and hybrid
enterprises might offer tranches that fit within financial first,
impact first and philanthropic options. What may start as the
exploration of an opportunity in one area may quickly find its
way to another or may even be satisfied with capital from
multiple funding sources. In either case the appropriate process
should be applied relative to the role and purpose of the
available capital.

By harnessing the Genius of AND, we believe you can
not only apply financial portfolio theory, but can also benefit
from applying the discipline of asset allocation, investment
policy statements and a rigorous, well-defined portfolio process.

Impact First Investors:
If you are an impact first investor, the process should
begin with the evaluation of the proposed social and/or
environmental impact. As discussed in Chapter 8 in more
detail, many methods exist to address this. If the proposed
impact investment fails this process, it should be removed
from consideration.

Investments satisfying the desired impact criteria move
into the investment due diligence process. Once again, an
appropriate level of quantitative and qualitative analysis should
be conducted relative to the complexity, liquidity and risk
associated with the proposed investment. Sometimes investors
are quick to overlook the financial merits of an opportunity
presenting compelling social and/or environmental impact. In
doing so they may overlook the risk associated with a flawed
economic model. This could ultimately result in the failure or
the lack of scalability of the investment, negating the ability to
achieve the sought-after impact.

At the same time, extenuating circumstances may cause a
proposed impact first investment to fail the investment due
diligence process but still meet the test of creating meaningful
impact. In such cases, pure philanthropic capital may be
considered to fund the initiative until it is more mature and able
to accommodate impact investment capital.

Impact first investments satisfying the impact assessment
and investment due diligence must then be considered within
the framework of the investment policy. For US foundations
qualifying the proposed allocation as a Program Related
Investment (PRI) and counting it as a portion of the required
spending, simply noting the allocation to the investment policy
should suffice. This is a result of the PRI being a substitution of
the foundation’s greatest risk capital — grants — something that

9 Swensen, David, Pioneering Portfolio Management: An Unconventional Approach to
Institutional Investment, New York: Free Press, 2000.

10 Given the specific treatment under US tax law of Program-Related Investments made
by US foundations, PRIs may be considered a portion of the required charitable
distribution rather than the asset allocation. By substituting the greatest risk capital of
the foundation — that of a grant — and modifying the actual spending policy, PRIs
need only be noted within the target asset allocation and portfolio investment policy.



o
Building the Transaction Pipeline

Once you have defined your impact themes, developed your
impact investment policy and an appropriate asset allocation, the
challenge shifts to finding and executing impact investment
transactions. Your success will depend on your search efforts,
your advisors, the ability to tap resources and the ability to build
a network of relationships. Actively pursuing investment
opportunities will result in a very different universe of
investment opportunities than waiting for proposals. Your
co-investors may include a broad range of investors such as
insurance companies, banks, pension funds, endowments and
individuals. The public sector may also participate directly as
a co-investor or indirectly through credit enhancement or
refinancing of specific transactions. Information-sharing
networks can bring important benefits by disbursing
information and increasing familiarity with impact investing
among potential investors. Impact investors are also forming
networks such as the Global Impact Investment Network
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Calvert Foundation invests in non-profits with proven track
records that demonstrate strong management, effective
operations, good financial performance and sound capitalization.
Borrowers are subject to a rigorous due diligence process.
Calvert Foundation has designed Notes to be suitable for all
classes of investors, from large institutions and high net-worth
individuals looking to leverage a portion of their investment
portfolio towards community development initiatives, to retail
social investors seeking to align their investment decisions more
seamlessly with their values. Notes are a taxable, low-volatility
fixed-income product. Notes provide accessible capital to
community development organizations around the world while
offering investors a compelling blend of social and financial
return; therefore they are a suitable addition to both investment
portfolios and philanthropic portfolios.

RSF Donor-Advised Funds Investment Portfolios
RSF’s goal is to identify and invest in the most direct
opportunities available to support innovative funds, institutions
and projects, reducing unnecessary levels of intermediation,
while also meeting diversification, risk and return criteria. Social
impact is measured by a combination of quantitative and
qualitative factors with a focus on the outputs of the investments
such as the number of affordable housing units financed, low-
income mortgages made and environmental impacts achieved.

Current Universe of Impact
Investment Funds

To aid current and prospective impact investors and their advisors
with developing a framework for evaluating investments, we have
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(GIIN), More for Mission and impact investment collaboratives
in which impact investors share expertise and co-investment
opportunities. (See www.rockpa.org/impactinvesting for a listing
of resources.) While reviewing impact investment opportunities,
also keep in mind that supply and demand need to co-evolve in
this market. Investors need to understand how they can assist in
the mentoring, incubation and acceleration of impact investment
opportunities to avoid a market in which the available capital
exceeds the available supply of high-quality deals.

Direct Versus Funds Strategy

The decision to make direct investments and/or to utilize funds
and other types of intermediaries is a critical step in the
execution of your impact investing strategy. The decision to
utilize a direct and/or fund-driven approach may be a function
of your impact themes and desired level of engagement in the
investment process. For example, in the impact themes of
affordable housing and microfinance, there is a wide range of
funds through which an investor could invest. In other sectors
investors may have to work to create and seed such funds or
look to investment opportunities with secondary or tertiary
effects related to a primary impact theme (e.g., the impact on
health through a microfinance investment). The due diligence
process will differ between direct investment and funds as well.

Fund Investment Selection Criteria

The Calvert Community Investment Note
Through its Community Investment Note program (Notes),



Methodology Used
Impact investment opportunities have social/environmental and
financial dimensions. Our template is careful to highlight both
aspects of the funds and enterprises. The profile has four main
parts: a table with a snapshot of the proposed impact and
investment; an overview of the impact to identify the
problem/need; a description of the market; and the investment’s
proposed response. Furthermore, the language utilized in
completing the table of the profiles has been aligned with the
taxonomy developed by GIIN for their upcoming database.

The final section presents basic information on the fund
or investment, including the appropriate contact person. This
information was obtained from the supporting documentation of
profiled funds. In most instances, funds were easily categorized
in a particular asset class. In some cases, however, funds made
both debt and equity investments and thus had characteristics of
more than one asset class. In such cases, the funds are simply
noted as Multi-Asset. Although behavioral dimensions of the
funds and enterprises are not addressed on the profiles, the
information presented on the fund or enterprise allows a
prospective investor to evaluate different behavioral elements of
the investment opportunities, illustrating why certain classes of
funds and enterprises have not historically received funding or
attention from investors.

The content in these profiles was derived from
information provided by the profiled investment opportunities
and our team.
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provided an “Impact Investment Profile” template on page 84
which can be customized to evaluate impact investing
opportunities. Using this form, we have included three Impact
Investment Profiles in this chapter. Additional Impact Investment
Profiles, which were produced over the course of our research,
have been made available at www.rockpa.org/impactinvesting.

The profiles featured in this chapter and the case studies
in the following chapter are representative examples of the more
than 100 funds and enterprises our team researched for this
publication. We have evaluated and documented each example
using the same criteria for social and environmental impact
areas, asset classes and geographic exposures. Given the
pioneering nature of the impact investing industry, some of
these funds may lack the investment track record and
benchmarked performance data of more traditional investment
approaches. Offsetting these risks are the increasingly impressive
track records of the fund managers themselves and the
accumulating evidence of what works and what does not work in
impact investing. Please note that we are by no means providing
an exhaustive database of deal flow, nor are we offering
investment advice, but rather we are seeking to show meaningful
deal flow across multiple asset classes.

Other efforts like the Global Impact Investing Network
(GIIN) database project have embarked on creating a
comprehensive database of impact investment offerings. The
GIIN open access database seeks to present over 1,000 impact
investment opportunities — funds and products — in a format that
can be sorted, viewed and used by investors and intermediaries (see
www.globalimpactinvestingnetwork.org).



1. Impact Overview
a. Problem/Need:
b. Description of the Market:
c. Investment’s Response to Market:

2. Fund/Investment Information
a. Manager Name:
b. Location:
c. Fund Name:
d. Firm Assets Under Management (AUM): (asset size of

parent organization)
e. Strategy AUM: (asset size of particular strategy or venture)
f. Strategy Description:
g. Key Individuals and Backgrounds:
h. Portfolio Diversification:
i. Fees:
j. Liquidity:
k. Minimum Investment:
l. Contact:
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Impact Investment Profile

Template
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Approach: Financial First, Impact First or
Hybrid

Asset Class: Cash, Cash Alternatives,
Guarantees, Notes/Debt Obligations,
Bonds, Absolute Return/Low Equity
Correlated Strategies, Public Equity,
Equity Long/Short, Private Equity, Real
Estate, Commodities, Timber, Other Real
Assets, Multi-Asset

Theme: Social, Environmental, Blended
or Other

Structure: Fund, Fund of Funds, Separate
Account, Security

Sub-sector: Community Development —
Affordable Housing, Small Business,
Community Facilities, Rural
Development/Agriculture, Base of the
Pyramid, Microfinance, Small & Medium
Enterprises Corporate Social
Responsibility — ESG Analysis,
Screening, Shareholder Advocacy
Environmental Markets and Sustainable
Real Assets — Carbon & Environmental
Markets, Commodities, Conservation
Finance, Water Quality & Rights Trading,
Green Real Estate, Sustainable Forestry,
Sustainable Agriculture Green
Technology/Cleantech — Energy, Fuels &
Generation, Energy Efficiency,
Transportation, Water Technology, Waste
Management/Recycling, Materials
Science Social Enterprise — Health,
Education, The Arts, Human Rights,
Social Services, Digital Access/New
Media, Financial Services Sustainable
Consumer Products — Green Consumer
Products, Alternative Healthcare,
Technology & Media, Food
Products/Organics

Geography: US, North America,
Latin/South America, Europe, Asia,
Africa, Oceana, Global (Developed or
Developing)

Sector: Social — Social Enterprises,
Community Development, Corporate
Social Responsibility
Environmental — Green Technology/
Cleantech, Environmental Markets and
Sustainable Real Assets, Sustainable
Consumer Products

Status: Exploratory, Actively Raising,
Closed

Impact Investment



e. Strategy AUM: $50 million target
f. Strategy Description: E+Co is issuing notes to raise capital for

investments in modern energy enterprises in developing countries.
E+Co seeks to establish sustainable energy businesses that serve
the energy poor and create non-financial social as well as
environmental benefits. The notes will be offered with an 8-year
maturity, paying 3% annually.

g. Key Individuals and Backgrounds: Christine Eibs Singer, Chief
Executive Officer, 25 years’ experience in design, implementation
of public-private partnerships, including UN Foundation REED
(Rural Energy Enterprise Development) programs with UNEP, and
Port Authority of NY and NJ

h. Portfolio Diversification: 242 energy enterprises currently in
portfolio, located in Africa (33%), Asia (40%) and Latin America
(27%). Seeks an additional 300 investments by 2012.

i. Fees: None
j. Liquidity: Eight year maturity, depending on the note structure
k. Minimum Investment: $100,000 subject to manager discretion
l. Contact: Meredith Elliott, meredith.elliott@eandco.net

The information presented herein has been prepared for informational purposes only
and is not an offer to buy or sell, or a solicitation of an offer to buy or sell, any
security or fund interest. The offering circular of each security or the respective
fund’s confidential offering memorandum contains important information concerning
risks and other material aspects of the investment and must be read carefully before
a decision to invest is made.

Although the information presented herein has been obtained from and is based upon
sources we believe to be reliable, no representation or warranty, express or implied, is
made as to the accuracy or completeness of that information. No assurance can be
given that the investment objectives described herein will be achieved.
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1. Impact Overview
a. Problem/Need: Developing markets lack enterprises that produce

clean, sustainable energy, and energy demand often outpaces
energy supply. Additionally, small- and medium-sized enterprises in
these areas often lack access to funding to develop or scale their
operations.

b. Description of the Market: E+Co’s portfolio enterprises provide
energy to 5.6 million people in Asia, Africa, and Latin America.
E+Co seeks to scale up this effort to deliver energy to an additional
17 million people. These investments are in areas that use fossil
fuels as a source of energy, which results in significant air
pollution.

c. Investment’s Response to Market: Investment allows for growth and
development of clean energy enterprises, reducing the dependence
of rural inhabitants in developing countries on fossil fuels for
energy, increasing their energy supply and self-sufficiency, as well
as contributing to a cleaner environment and bringing about
sustainable community economic development.

2. Fund/Investment Information
a. Manager Name: E+Co (www.eandco.net)
b. Location: Bloomfield, NJ
c. Fund Name: People + Planet Notes Series
d. Firm AUM: $28.8 million as of December 31, 2008

Approach: Impact First Asset Class: Notes/Other Debt
Obligations

Theme: Blended Structure: Fund

Sub-sector: Small and Medium
Enterprises, Energy

Geography: Africa, Asia and Latin
America

Sector: Social Enterprises, Community
Development, Green Technology/
Cleantech

Status: Actively Raising

Impact Investment

Impact Investment Profile
E+Co People & Planet Note Series



f. Strategy Description: An open-ended mutual fund that invests in
shares of listed equity securities that meet financial as well as
social criteria. The fund has a value bias, and seeks out companies
with secularly advantaged growth prospects that show leadership in
major areas of social impact such as the environment, workplace
diversity and progressive employment practices. The fund invests
mainly in common stocks of mid- to large-capitalization
companies. It seeks to reduce risk by investing across many
different industries. The fund looks for solid balance sheets, strong
management teams with a track record of success, good cash flow,
the prospect for above average earnings growth and other
valuation-related factors. The fund does not invest in companies
that derive revenue from gambling, alcohol, tobacco, firearms or
nuclear power.

g. Key Individuals and Backgrounds: Arthur Moretti, 22 years in
industry, portfolio manager since 2001; Ingrid Saukaitis Dyott, 14
years in industry, portfolio manager since 2003. Mamundi Subhas,
Associate Portfolio Manager. Sajjad Ladiwala, Associate Portfolio
Manager.

h. Portfolio Diversification: 33 listed equities as of 6/30/2009
selected from among approximately 900 mid- and large-cap stocks
on listed exchanges in the US

i. Fees: .77% expense ratio (institutional), 1.21% expense ratio
(Class A)

j. Liquidity: Daily
k. Minimum Investment: NBSLX $1 million (institutional), NRAAX

$1,000 (Class A)
l. Contact: William Timmons, william.timmons@nb.com

The information presented herein has been prepared for informational purposes only
and is not an offer to buy or sell, or a solicitation of an offer to buy or sell, any
security or fund interest. The offering circular of each security or the respective
fund’s confidential offering memorandum contains important information concerning
risks and other material aspects of the investment and must be read carefully before
a decision to invest is made.

Although the information presented herein has been obtained from and is based upon
sources we believe to be reliable, no representation or warranty, express or implied, is
made as to the accuracy or completeness of that information. No assurance can be
given that the investment objectives described herein will be achieved.
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1. Impact Overview
a. Problem/Need: The increased environmental degradation and the

depletion of natural resources, the failure of companies to
adequately monitor their corporate citizenship practices,
companies’ participation in industries that offer or introduce
negative externalities to society and the continued need for efforts
to enhance workplace diversity.

b. Description of the Market: Neuberger Berman selects from among
approximately 1,800 mid- and large-cap stocks typically traded on
US exchanges.

c. Investment’s Response to Market: The Fund highlights companies
that best approach issues of good governance and corporate
citizenship, increasing the importance of these criteria for
investors, and in turn bringing about positive social change through
large companies. The Fund seeks leaders in three primary areas:
environmental concerns, community relations and progressive
employment and workplace practices.

2. Fund/Investment Information
a. Manager Name: Neuberger Berman (www.nb.com)
b. Location: New York, NY
c. Fund Name: Neuberger Berman Socially Responsive Equity
d. Firm AUM: $158 billion, as of 6/30/2009
e. Strategy AUM: $2.0 billion total, $898 million in the fund as of

6/30/2009
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Approach: Financial First Asset Class: Public Equity

Theme: Social Structure: Fund, Separate Account

Sub-sector: ESG Analysis, Screening Geography: US

Sector: Corporate Social
Responsibility

Status: Actively Raising

Impact Investment

Impact Investment Profile
Neuberger Berman Socially Responsive Equity



f. Strategy Description: Cleantech Europe II is a private equity fund
that will invest primarily in European, expansion stage clean-tech
companies with commercially proven technology. Zouk will actively
manage its portfolio companies, leveraging its proven track record
of providing strategic, business development and financial
structuring support.

g. Key Individuals and Backgrounds: Zouk has been building
businesses since 1999, with the partners working together for an
average of six years. Samer Salty, CEO and co-founder, Boards:
Solarcentury and Orb Energy, formerly JPMorgan M&A and PE;
Felix von Schubert, partner and co-founder, Boards: Sulfurcell
Solartechnik, Nanotron Technologies, The CarbonNeutral Company
and Zooplus, formerly JPMorgan, M&A and PE; Alois Flatz, partner,
Board: SiC Processing, former head of research at SAM, founder of
Dow Jones Sustainability Index; Anthony Fox, Board: Trilliant, ex
CEO Kingfisher E-Commerce Plc and a handful of business-
building roles across Asia and the Middle East

h. Portfolio Diversification: Target of 10-15 investments
i. Fees: 2.5% (of total commitment) management fee from first

closing for five years, then declining 0.25% per year, plus 20%
carried interest over an 8% hurdle rate

j. Liquidity: Fund has eight-year life, plus two one-year extensions
k. Minimum Investment: 5 million euros, subject to manager

discretion
l. Contact: Philip Tomlin, philiptomlin@zouk.com

The information presented herein has been prepared for informational purposes only
and is not an offer to buy or sell, or a solicitation of an offer to buy or sell, any
security or fund interest. The offering circular of each security or the respective
fund’s confidential offering memorandum contains important information concerning
risks and other material aspects of the investment and must be read carefully before
a decision to invest is made.

Although the information presented herein has been obtained from and is based upon
sources we believe to be reliable, no representation or warranty, express or implied, is
made as to the accuracy or completeness of that information. No assurance can be
given that the investment objectives described herein will be achieved.
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1. Impact Overview
a. Problem/Need: The effects of climate change continue to impact

the environment, global population growth continues to fuel
increased energy demand, natural resource depletion threatens
conventional energy supply, and impending governmental
regulations and incentives encourage investment in sustainable
energy production.

b. Description of the Market: As the early adopter, Europe is an
entrenched, fast-developing market with long-term regulations.
Europe has also outpaced other regions (61 billion euros, over
40% of global total in 2008). Limited competition for deals, tight
pricing discipline and large localized markets offer a strong private
equity environment.

c. Investments Response to Market: Fund to provide growth equity
and active support to technology companies in alternative &
renewable energy, resource efficiency and environmental services
technology filling an established and increasing demand in Europe.

2. Fund/Investment Information
a. Manager Name: Zouk Ventures (www.zouk.com)
b. Location: London, UK
c. Fund Name: Cleantech Europe II, LP
d. Firm AUM: 190 million euros across three funds (excl. Cleantech

Europe II)
e. Strategy AUM: Cleantech Europe II is targeting 200 million euros

in LP commitments
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Approach: Financial First Asset Class: Private Equity

Theme: Environmental Structure: Fund

Sub-sector: Multiple Geography: Europe

Sector: Green Technology/Cleantech Status: Actively Raising

Impact Investment

Impact Investment Profile
Zouk Cleantech Europe II



in the boardrooms of the traditional financial or philanthropic
centers, but are occurring at the grassroots level throughout the
developing world, where many of the desired “impact”
objectives are felt in real time. This results in deal sourcing
being a global effort as impact investors seek opportunities to
satisfy their desired levels of financial return AND social/
environmental impact.
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Generating deal flow is an ongoing and evolving
process. Investment managers, product designers, intermediaries
and often impact investors themselves are continually
developing offerings to harness the scale and power of capital
markets to deliver solutions to the social and environmental
challenges faced by society. These efforts are not only underway
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UNEP FI’s Environmental and Social
Responsibility Observatory
The United Nations Environment Programme Finance Initiative
(UNEP FI) is a strategic public-private partnership between UNEP
and the global financial sector. UNEP FI works with over 180 banks,
insurers and investment firms, and a range of partner organizations
to understand the impacts of environmental, social and governance
issues on financial performance and sustainable development.
Through a comprehensive work program encompassing research,
training and region-specific activities, UNEP FI carries out its
mission to identify, promote and realize the adoption of best
environmental and sustainability practices at all levels of financial
institution operations.

In support of its efforts, UNEP FI has embarked on the development
of a case study database — the Environmental and Social
Responsibility Observatory (ESRO). ESRO will be an innovative online
database for financial analysts, investors and lenders looking for case
studies at the intersection of commercial finance, investment and
sustainability. Ranging across geographies, industries and
sustainability issues, these case studies can demonstrate the
financial benefits of appropriate environmental and social risk
management in financial decision-making. The database should
prove to be a helpful tool for impact investors as they evaluate a
landscape of historical transactions, identify experienced players and
source new opportunities. For additional information, visit
www.unepfi.org.



d
Due Diligence of Impact Investments

Due diligence is your organization’s research and investigation
of impact investment opportunities. A first step in this process is
to answer threshold questions such as:
• What is the impact investment thesis for this opportunity and

how does it further specific impact goals?
• Is this a financial first or impact first investment?
• Who are the principals involved in the investment?
• Does the transaction leverage other sources of capital?
• What are the impact and financial risks and how are they

distributed?
• Will this investment enable a project to happen that otherwise

would not?
• Are there behavioral finance aspects you should consider?
• Does the investment raise reputation or policy issues?
• Where would this transaction fit in your overall asset

allocation?

After an initial review, you and/or your financial advisor
will complete a full review of the financial statements or offering
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as the case of the Triodos Sustainable Trade Fund described
below.

Investment Processes

Calvert Foundation:
Because the Calvert Community Investment Note is a debt
instrument, Calvert Foundation’s due diligence is based on an
intensive credit underwriting that examines the applicant’s credit
quality, considering organizational history and mission,
management and board, operating capacity, asset quality, and
capitalization, among other criteria. This due diligence is
performed by a team of outside analysts and is supported by an
experienced in-house team. The foundation performs annual
due diligence on all of its borrowers in order to remain fully
apprised of their financial positions and operating conditions.
Quarterly financial statements are required of all borrowers. For
borrowers on the Watch List, additional monitoring is
performed.

Based on the due diligence process, Calvert Foundation
allocates a specific risk-rating category to each investment to
determine the loan loss provision associated with that
investment. Specific loan loss reserve requirements have been
established for each internal risk tranche in the portfolio.
Calvert Foundation’s Board Investment Committee carefully
monitors repayment history and actual experience to ensure the
overall portfolio is performing and reserved appropriately.
Individual positions are constantly reviewed for creditworthiness
against the above guidelines and for the social impact the loans
are creating.
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documents and other relevant organizational materials as well as
project-specific documentation such as projections and business
plans. For some impact investment opportunities, it is possible
to purchase “off-the-shelf” financial analysis from third party
providers. Keep in mind that structured investments such as
project financings, loan funds or investment in private equity
funds will require a more customized financial analysis. A clear
assessment of the quality of the management team is a key
element of the due diligence. When investing in an
intermediary, it is necessary to assess the fund manager’s ability
to find portfolio companies and projects that fit your impact and
investment goals. You may look to a fund manager’s previous
track record with placing and exiting investments as one
indicator of future success.

In general, financial advisors and other investment
intermediaries will be more comfortable assessing the financial
risk of the investment. The due diligence process for impact
investments also needs to consider potential “impact risks” and
their mitigation. Careful consideration of the mission-alignment
of the management is crucial. So too is attention to the
governance structure of the fund or company and how it will
inform the inevitable trade-offs that successful impact
investments encounter between opportunities for financial gain
and impact. For direct investments, this additional due diligence
can add substantial transaction costs. The deeper engagement
by investment principals which this approach necessitates should
be seen as more than simply an increase in research costs.
Engagement with the management team often provides
additional motivation and reward for the impact investor as well
as for the investment. Options are also available to reduce
transaction costs, most notably by investing through an
established intermediary that aggregates investors’ capital, such
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evaluates the social entrepreneur’s intention for beginning the
business, potential exit strategies, and plans for improving
production and supply chains from a social impact perspective.
The Credit Committee reviews first the intention(s) of the
entrepreneur and the social impact to ensure alignment with
RSF’s values and strategic plan, and then the underwriting is
reviewed. If approved, RSF has a board-approved Loan
Authorities Matrix for obtaining the required signatures for
closing. Day-to-day management of loan clients is the
responsibility of the individual relationship managers.
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KL Felicitas Foundation:
At KL Felicitas, the investment process follows a clear flow
chart identifying the critical path action items and responsibility
among the trustees and their advisors. The process varies
depending on the type of impact investing (Sustainability
Investments, Mission-Related Investments, Program-Related
Investments and Social Component Investments). You can find
detailed process descriptions at www.klfelicitasfoundation.org.
KL Felicitas’ MRI Evaluator tool is designed to work in
conjunction with a formal investment due diligence process. It
allows a foundation to assess, document and define roles for
evaluating any given investment opportunity in the areas of:
• Investment structure, portfolio implications and financial

performance reporting;
• Alignment with Mission or Purpose; and
• Establishing Mission ‘Impact’ criteria.

Impact investors may be as detailed as they like in
documenting responses to the Evaluator tool questions. A
scoring system is included for each question, allowing the
impact investor to establish a more objective framework for
evaluating impact investments. It is important to document a
pass or fail scale for scoring results. KL Felicitas uses a very
simple scoring system of -1, 0, and +1 to determine if a given
investment is compliant, neutral, or not compliant with the
various guidelines and objectives as expressed in the questions of
the Evaluator tool.

RSF Social Finance’s Core Lending Investment Process:
Loan inquiries are initially vetted by RSF’s relationship
managers and, once qualified, the due diligence is prepared.
This work includes traditional loan underwriting, but also
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Pico Bonito Investment Process

KL Felicitas’ investment in Pico Bonito followed these steps:
• The Kleissners visited one of EcoLogic’s projects in Guatemala and

were impressed by the organization’s approach and results.
• When one of EcoLogic’s founders alerted the Kleissners of an

investment opportunity in a ‘spin-off’ called Pico Bonito, the
Kleissners were interested in learning more.

• Initial high level due diligence with the founders of Pico Bonito
indicated that this could be a Mission-Related Investment
(financial first investment), as the overall goals of Pico Bonito were
very much in alignment with the mission of the foundation. The
Kleissners asked their investment advisor to complete appropriate
financial due diligence.

• The financial due diligence resulted in a recommendation to re-
evaluate this possible investment as a Program-Related Investment
or impact first investment.

• Based on the rest of the due diligence process, the board approved
a Program-Related Investment into Pico Bonito as well as a grant to
EcoLogic.



Background Brief
Triodos Sustainable Trade Fund (TSTF) provides trade financing for
certified fair trade and organic (CFT/O) producers. The fund provides
developing world CFT/O farmers and farmer cooperatives willing to
adopt more sustainable methods with a cash flow bridge loan from
the start of the harvest season to the receipt of revenue from
exported goods. These loans are collateralized by the receivables
under the export contracts. Investors can participate by either
providing a guarantee or a subordinated loan. TSTF is a special
purpose fund of Triodos Bank, a leading sustainable bank in Europe.
TSTF grew out of Triodos Bank’s prior efforts in microfinance and
trade finance for producers in developing countries.

Mission
Triodos Bank’s mission is to help create a society that promotes
people’s quality of life and that has human dignity at its core; to
enable individuals, institutions and businesses to use money more
consciously in ways that benefit people and the environment and
promote sustainable development; and to offer its customers
sustainable financial products and high quality service.

Problem and/or Need
The most significant challenge commonly faced by farming industry
participants is the bridging of cash flow from the start of the harvest
season to receipt of revenue from exported goods. Farmers and
cooperatives often lack the capacity to adequately train and manage
farmers and employees. They often also have limited access to
international and/or domestic capital markets, and lack the
knowledge required to address increasing demands for their goods.
From 2005 to 2006, there was a 41% increase in consumer
expenditures on fair-trade certified products, according to the
Fairtrade Labelling Organizations (FLO) — with cocoa, coffee and tea
demand leading growth figures. The nations served by TSTF are
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Due Diligence Case Studies

At the core of the due diligence process is the analysis of the
underlying impact investment business models and risks. We
have included the Triodos Sustainable Trade Fund (TSTF) and
the Indian healthcare social enterprise Dial 1298 for Ambulance
in order to provide a deeper understanding of impact first
business models and the aspects of due diligence an impact
investor might undertake. In each case we have outlined the
organization’s mission, the problem they are addressing, their
business model and the challenges and opportunities they face.
TSTF is a guarantee fund providing financing to fair trade
producers around the world. Dial 1298 for Ambulance is an
operating social enterprise. If your impact investment is made
through a fund, the underlying social enterprises in the fund’s
portfolio will also have to be analyzed because your desired
social and environmental impacts are created at the enterprise
level. We have selected Dial 1298 for Ambulance to demonstrate
the components of a social enterprise investment opportunity.
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In the event of default by underlying borrowers to the TSTF, the losses
are shared by and charged to the pledged deposits (guarantors) held
by Triodos Bank. Over the past five years, according to Triodos, only
two losses have been reported, amounting to less than 1% of the
average amount of loans disbursed. It is important to note that
although Triodos Bank provides three times leverage to the TSTF,
investors’ capital at risk is equal only to the amount of their deposit.

The performance (likelihood of default) of guarantees is uncorrelated
to other securities, as its interest payments are dependent on
successful harvests in emerging markets. The risks therein are
isolated from capital markets in industrialized countries, and as such
the security provides portfolio diversification.

The Borrower
The start of the loan period coincides with the start of the harvesting
season and may continue until the last shipment of the exported
products. Usually the loan duration is between 6 and 12 months.
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underdeveloped as defined by the OECD. Often, they have significant
obstacles to foreign investment, including underdeveloped or
inadequate banking and securities industry regulations, unstable or
high levels of inflation and significant foreign currency risk.

TSTF’s opportunity exists because developing countries are and have
been underserved by traditional financial capital markets. In
industrialized countries, it is typical for merchants to obtain trade
financing to provide cash flow before and in anticipation of sales of
their goods. In developing countries, there is often no such financing
available, nor is there any price guarantee once the selling/exporting
season begins.

Business Model
The Investors
The Triodos Sustainable Trade Fund has raised 8 million euros of
guarantees and is actively seeking to raise additional subordinated
loans. Investors in the fund place euro-based deposits (minimum of
250,000 euros) with Triodos Bank (TB), which currently pays
between 2% and 3%. The deposits are then pledged and provided as
guarantees for the bank thereby leveraging the funds by a factor of
three. The bank then lends these enhanced proceeds to the Triodos
Sustainable Trade Fund. Due to the low profitability of such a trade
finance portfolio and the inability of TSTF to offer a reasonable risk-
adjusted return to its investors, the Fund is structured as a not-for-
profit foundation.

The Fund makes a gross margin of around 2.5% and a net margin of
around 1% on the loans disbursed to borrowers. The fund is also
subject to a 2.5% fund management fee on loans disbursed to
Triodos Investment Management BV. The costs are passed on to the
Fund’s clients as an administration fee.
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Challenges and Opportunities
The activities of the Triodos Sustainable Trade Fund, as with any
trade finance investment strategy, are exposed to multiple risks.
Triodos analyzes the risk associated with production, non-delivery,
debtor, trade dispute and defaulting buyer, to name a few, in
constructing their loan portfolio.

The guarantors are exposed to this risk, inherent in farming in
developing countries, through TSTF as an intermediary. In the event
of a natural disaster or a poor crop yield, exports to merchants
will be reduced, and in turn their payments to TSTF will be reduced,
and the losses charged pro rata to guarantors. Although this risk is
uncorrelated with other market-related risks to which guarantors will
be normally exposed, this “export risk” can be significant. Triodos
has successfully mitigated these challenges due to their extensive
experience and successful track record in the areas of microfinance
and trade finance, as demonstrated by their management of Hivos-
Triodos Fund, Triodos Doen Foundation and the Triodos Fair Share
Fund. Over the past five years, according to Triodos, only two losses
have been reported, amounting to less than 1% of the average
amount of loans disbursed.

Guarantees with Triodos Sustainable Trade Fund represent exposure
to an illiquid cash allocation. All deposits are euro-denominated,
which offers an element of foreign exchange risk and/or exposure for
non-EU investors. Although the investment does pay a fair cash
return, it does not offer an appropriate risk-adjusted rate of return for
traditional investors, as guarantors are not compensated beyond the
interest rate on their deposit for the risks inherent in the fund. In
addition, the return received in any given year is subject to any
deductions from offset loans or operating losses generated by Triodos
Sustainable Trade Fund.
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Amounts financed depend on the cash-flow needs of the exporting
company and are based on a percentage of the value of the export
contracts. For fresh crops this percentage is generally no more than
40%. For less vulnerable produce, such as coffee and cocoa, this
percentage can be as high as 60%.

Triodos Sustainable Trade Fund charges a floating interest rate,
consisting of the 1-month Euribor or Libor rate, plus a client specific
interest spread. The loan is generally denominated in the currency of
the export contract, typically either in euros or US dollars. After all
conditions stipulated in the loan agreement are fulfilled, the loan
amount is either disbursed in full or in tranches. Collateral beyond
the receivables related to the export contracts is usually not required.

When payment under the export contract becomes due, the buyer
transfers his payments into a Triodos bank account. Triodos withholds
a certain percentage of these payments as repayment of the loan and
transfers the remaining amount into the account of the exporting
company.

Social & Environmental Impact
According to Triodos Investment Management’s (TIM) metrics,
guarantees supporting the TSTF have a multiplier effect in terms of
their impact on exporting contract value financed, sales revenue
generated by farmers and premium income earned by farmers. TIM
projects that every euro pledged as a guarantee will result in three
euros disbursed as loans, five euros worth of sales generated by
farmers, and 0.4 euro of premium income earned annually by
farmers. The result is that farmers’ premium income will amount to
40% of guarantee amounts. As such, a 500,000 euro guarantee will
result in approximately 200,000 euros of premium income to
farmers, benefiting approximately 5,000 farmer households, 25,000
family members, and sustaining approximately 12,000 hectares of
certified organic land.
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Background Brief
Dial 1298 for Ambulance (Dial 1298) provides a private, reliable,
round-the-clock emergency ambulance response for residents in
select cities within India. It utilizes a tiered pricing, cross-subsidy
model to ensure access for all regardless of ability to pay. Based on
the success of its Mumbai initiative, Dial 1298’s principals have
begun rolling out service to the top 10 cities with populations over
one million within India.

Vision and Mission
Dial 1298’s vision is “to assist saving human lives by becoming the
leading network of life support ambulances in India.” Dial 1298’s
mission is threefold: provide the best quality life support ambulance
service as fast as possible to the patient; meet the emergency
medical service needs by providing an easy to remember phone
number; and provide self-employment for those with a passion to
save lives.

Problem and/or Need
In India, there are more than 37 cities with one million plus
population and 35 of these cities have no organized emergency
medical services (EMS). Seventy-two percent of these city dwellers
are estimated to have the capacity to pay for emergency medical
services if available. Based on research conducted by Dial 1298,
Mumbai has approximately 60,000 emergency cases per month
(2,000 cases per day), 10% of which are served by ambulances. In
addition, around 16,000 planned medical transfers occur on a daily
basis, of which only 5% are through ambulance services. Of this
potential market, Dial 1298 receives on average 50 calls a day. Other
ambulance service providers in Mumbai include Nulife, Life Jet, and
Ambucare. The remaining (almost 90%) of ambulance services are
provided by single ambulance owners, hospitals, NGOs and
government agencies.
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Conclusion
For the impact investor seeking to maximize the social and
environmental benefits of supporting trade finance for fair trade
certified and organic goods, the Triodos Sustainable Trade Fund
offers a compelling investment opportunity. Additionally, US
foundations may consider qualifying, if appropriate, an allocation to
the fund as a Program-Related Investment due to the fund’s impact
first focus.

The information presented herein has been prepared for informational purposes only
and is not an offer to buy or sell, or a solicitation of an offer to buy or sell, any security
or fund interest. The offering circular of each security or the respective fund’s
confidential offering memorandum contains important information concerning risks
and other material aspects of the investment and must be read carefully before a
decision to invest is made.

Although the information presented herein has been obtained from and is based upon
sources we believe to be reliable, no representation or warranty, express or implied, is
made as to the accuracy or completeness of that information. No assurance can be
given that the investment objectives described herein will be achieved.

106 Chapter 7: Analyzing Deal s

Dial 1298 for Ambulance — C A S E S T U D YTriodos Sustainable Trade Fund — C A S E S T U D Y cont.



109Chapter 7: Analyzing Deal s

Mumbai, location of Dial 1298’s first rollout, is a city of 16 million
people, yet it historically lacked any reliable ambulance or emergency
medical response service. Private cars, autorickshaws, taxis or van
“ambulances” with no medical equipment or trained technicians
were typically used to take patients to a hospital. Without the benefit
of medical personnel, these ambulances often end up functioning
only as hearses. The poor suffer disproportionately from the lack of
these services because they face greater transportation challenges
and are less able to pay. Prior to Dial 1298, the concept of single
number calling for an ambulance service was nonexistent. Also, the
response time for other services was typically very high; these
services were not professionally managed; and there were no
communication links between the ambulances and the hospitals.

Historically and constitutionally, the provision of public health care is
the state governments’ responsibility. However, EMS is excluded from
both the preventive care and hospital care divisions within the health
care system and is grouped under Disaster Management (Department
of Revenue). Thus, EMS is currently not a priority service for the
government. Additionally, ambulance service is not currently covered
under health insurance plans.

Business Model
Dial 1298 for Ambulance proposes to address the need of emergency
medical services in the top 10 cities in India by building a fleet of
ambulances managed by a 24/7 call center that will respond faster to
emergency calls, cost less than the competition and provide a
cleaner, better equipped and better managed service. Dial 1298
offers two types of ambulances: Basic Life Support and Advanced
Life Support. All ambulances are completely equipped (suction
machine, resuscitation kit, oxygen and an inventory of emergency
medicine). The Advanced Life Support ambulances also offer
defibrillator, ECG, cardiac monitor and portable ventilator. All
ambulances are crewed with a paramedic, driver and a helper trained
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by programs certified by the American Heart Association and New
York Presbyterian Hospital.

Tiered Pricing Cross-Subsidy Model
Dial 1298’s business model is based on tiered pricing with cross-
subsidies. Some customers pay less than the marginal cost of
producing these goods or services, while other customers pay higher
than the marginal cost.11 A portion of the revenues generated from
selling goods or services to customers able to pay the full price are
used to subsidize those unable to cover any or part of the full cost
of service. Dial 1298 employs a sliding price scale: wealthier
customers, selecting the more expensive hospitals, pay the full rate
for an ambulance ride, while the poor receive a deep discount — up
to 50% off — or free service.

Dial 1298’s business model targets a ratio of paid to free ambulance
trips of 80 to 20. There are two classes of free transport: the transfer
of road traffic accident victims to the nearest hospital and the
transfer of mass casualty victims (terrorist acts, train accidents, etc.).
Currently, although 20% is the upper ceiling of free or subsidized
services in their business model, these types of calls equate to
approximately 15% of all trips.

Growth Plans
Based on the successful rollout in Mumbai, Dial 1298 plans to scale
across India by first establishing a presence in Kerala. Individuals
and corporations have begun to donate ambulances to Dial 1298 as
they see that this is a truly efficient and accountable way of
providing life-saving emergency services to the poor. Dial 1298’s
model has the potential to be replicated not only in other Indian
cities, but also around the world.

Dial 1298 is now being asked to bid on and is winning government
contracts, something that did not exist when the firm was founded
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three years ago. These contracts add a new revenue stream to Dial
1298 over and above the user fee and donations from corporate
sponsors for the purchase of ambulances.

Growth drivers relevant to the success of the Dial 1298 model
include: increasing consumer awareness resulting in a need for a
wide range of high quality emergency medical care; growth of
communication technology and infrastructure; and entry of private
health insurance companies to change the face of healthcare service.

Revenue drivers include: trips per day per ambulance; price charged
per trip; and proportion of emergency services to basic services.

Cost Drivers include: fuel, which constitutes more than 9% of
revenues; depreciation, which forms a significant part of overall costs
and is presently at about 60% of total revenues (however
depreciation cost will reduce to 11% of total revenues by 2011–12
as most of the capital expenses will be fully amortized); and payroll
— ambulance-related salaries will account for about 21% of total
revenues by 2011–12 (currently about 28%).

Financial Returns
Revenues were $1.98 million in 2008 and are expected to reach
$3.3 million in 2009 and $ 3.8 million in 2010.12 The financing
dynamics for Dial 1298 involves purchasing the ambulances through
the use of $1.5 million in equity obtained in 2007 from Acumen
Fund, a non-profit global venture fund and one of their key investors.
Acumen Fund has a significant, minority equity position in Ziqitza
Health Care Limited, parent company of Dial 1298. Dial 1298 is
working on a second round of funding. Acumen Fund will invest
additional funds to maintain its holdings. New investors are expected
to hold a minority interest and Dial 1298’s founders are expected to
hold less than 50% of the company.

Social Returns
While the service may need subsidies or budgetary support in rural
areas, Dial 1298 appears to be fully capable of addressing the
emergency medical services market needs in urban India, especially
in the top 20 cities in India. As 20% of the services of Dial 1298 are
estimated to be offered free of cost or at subsidized rates, this
investment provides an opportunity to extend quality healthcare to a
significant portion of the urban poor in India (estimated to be 5.2 to
8.7 million people in Mumbai alone). The rollout of a high-quality,
affordable life-saving ambulance network in Mumbai should create a
great deal of value for consumers in terms of providing adequate
health care in a timely, sustainable and cost-efficient manner.

Challenges and Opportunities
Maintaining the projected customer mix will be a challenge. Dial
1298 is vulnerable if there is a precipitous drop in the percentage of
fully-paid services, but the use of paid sponsors can potentially
reduce this impact of a drop in paying customers. Raising capital to
expand its operations may be a challenge if Dial 1298 seeks to raise
capital from sources that view the lost revenues associated with the
tiered pricing cross-subsidy model as reducing the prospective
profitability of the company. Another possible challenge is
competition that might target the higher-income portion of Dial
1298’s customer base.

A major challenge ahead is education of the customer base. Even
with efficient systems in place, Dial 1298 needs to educate people
of all income levels about their services and the advantages of using
an ambulance. The company is developing marketing campaigns to
raise awareness about the importance of calling an ambulance in an
emergency and effecting behavioral changes in the populace (e.g.,
“Save a life! Make way for an ambulance!”). Making Dial 1298’s
telephone number easier to recall during emergencies is also a high
priority.

Dial 1298 for Ambulance — C A S E S T U D Y cont.Dial 1298 for Ambulance — C A S E S T U D Y cont.
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Finally, there are myriad marketing challenges stemming from the
tiered pricing cross-subsidy model, such as selling the same level of
service to different customer segments at different prices. Normally,
an organization confronted with these challenges would identify
different marketing campaigns for these different customer groups.
However, this is difficult for an early-stage company with sparse
resources.

Conclusion
Dial 1298 has successfully implemented its tiered pricing, cross-
subsidy business model. It has mitigated a number of the risks and
challenges delineated above through its successful efforts to receive
donated capital for ambulance acquisition, and through winning
government contracts. At this writing, Dial 1298 is expanding its
services to other Indian urban cities.

The information presented herein has been prepared for informational purposes only
and is not an offer to buy or sell, or a solicitation of an offer to buy or sell, any security
or fund interest. The offering circular of each security or the respective fund’s
confidential offering memorandum contains important information concerning risks
and other material aspects of the investment and must be read carefully before a
decision to invest is made.

Although the information presented herein has been obtained from and is based upon
sources we believe to be reliable, no representation or warranty, express or implied, is
made as to the accuracy or completeness of that information. No assurance can be
given that the investment objectives described herein will be achieved.

Behavioral Finance Reflections

As previously discussed, the behavioral approach emphasizes
investors’ reliance on heuristics, or rules of thumb, because they
do not act in a fully rational manner. Some key issues impact
investors should consider when researching an impact
investment include: understanding their own heuristics; being
able to separate their own bias from the facts as presented; and
being able to gauge if the facts as presented are fully
transparent.

In the case of Triodos and Dial 1298, two investors seeing the
same set of facts might come to two different conclusions. One
investor might see the impact metrics as representing the best
possible case, while a second investor might feel the metrics are
depicting only an average scenario. What one investor may see
as an opportunity in an emerging market, another may see as
too high a risk to warrant an investment.

Is there a market failure stemming from representativeness bias
in the Triodos and Dial 1298 business models? One could make
the case that representativeness bias explains the existence of
both market opportunities. This bias could also stem from
excessive reliance on stereotyping, for instance, leading to a
general belief that poor people are unwilling or unable to repay
debt or cover ambulance fees.

Dial 1298 for Ambulance — C A S E S T U D Y cont.
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11 See the University of Michigan’s case study on Subsidies in Base-of-the-Pyramid
Ventures, which includes a section on Dial 1298 for Ambulance:
http://www.globalens.com/casedetail.aspx?cid=1428767

12 Dollar figures based on an exchange rate of 48 INR to 1 USD.

Defining and Measuring Impact

As an impact investor, you are seeking the best opportunities for
achieving impact within specific impact themes. With this goal
in mind, how can you capture the impact of your investments
and use this knowledge to drive your future strategy and
investment decisions? Impact investors who are philanthropists
will understand the challenges of measuring the impact of their
grantmaking and recognize that similar challenges will exist with
measuring the social and/or environmental benefits of impact
investing.

To better understand how your impact investments are
creating social and/or environmental impact, it is essential to be
very clear about measurement. A key notion is to differentiate
outputs from outcomes. Outputs are results you can measure or
assess directly. For example, outputs for a homeownership
program would include the number of housing units built or
renovated. Outcomes are the ultimate changes that we are trying
to make in the world. For the home-ownership program, an
outcome might be increased wealth and quality of life for low-
income earners. It can sometimes be difficult to evaluate
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whether an outcome has been achieved. Nevertheless, an
organization should define its desired outcomes and work to
determine how the measurable outputs correlate to those
outcomes. Impact is the next link in the chain. Impact is that
portion of the total outcome occurring as a result of the activity,
above and beyond a predicted outcome. The following Impact
Value Chain was developed as part of the Rockefeller
Foundation’s Double Bottom Line Project:13

effects. While impact should be measurable based on clear
outcome metrics and comparable across social enterprises, we
should be aware of the challenges of aggregating outputs across
impact themes and overemphasizing impact themes which
generate easily quantifiable outputs compared to more
qualitative themes.14 Impact investors seek to create impact
assessment systems relevant to their missions while also trying
to create reporting that can be compared to other investors’
performance. On the financial side, setting clear benchmarks for
each asset class is standard practice. Establishing the appropriate
benchmarks on the impact side is not yet standardized.

Core Beliefs for Impact Assessment

Given the complexity of impact assessment, it is useful to
approach this with some core beliefs. The following was
developed as part of a recent McKinsey & Co Discussion
Paper.15 It focuses on foundations, but the principles apply to
other impact investors as well:
• Hear the constituent voice;
• Exercise rigor within reason;
• Assess not for assessment’s sake;
• Design assessment and strategy together;
• Don’t let assessment sit on a shelf;
• Collaborate, don’t dictate;
• Build off and build up;
• Borrow, don’t reinvent; and
• Foster learning culture.

RSF Social Finance approaches the question of social
impact through a holistic framework derived from the Balanced
Scorecard methodology. This approach provides a roadmap for

Source: Clark, Catherine, William Rosenzweig, David Long, and Sara Olsen, Double Bottom
Line Project Report: Assessing Social Impact in Double Bottom Line Ventures, the
Rockefeller Foundation, 2004.

At present, most impact investors focus on the first
order derivative output of their work. This not only makes the
task of measurement and reporting more feasible, it also
preempts speculative and contentious debate on real causes and
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instilling explicit, values-based strategies and evaluation at every
layer of the organization, from day-to-day business execution to
client relationships to its contributions to the overall field of
social finance. In terms of measuring the social impact of its
lending and investment programs, RSF uses a combination of
quantitative and qualitative factors with a focus on the outputs
of investments such as the number of affordable housing units
financed, low-income mortgages made and environmental
projects initiated.

To assist prospective investors, The Calvert Foundation
has created a Social Return on Investment (SROI) Calculator
Tool which is available on its website. The tool allows investors
to better understand potential social return on investment based
on data Calvert Foundation has collected from numerous
organizations in the field. For each sector, Calvert Foundation
converts a potential impact investment amount into the
corresponding housing units created or improved,
microenterprises created, jobs created or small businesses
created. The statistics are calculated based on Calvert
Foundation’s activities in the previous year.

Calvert Foundation also tells investors to keep the
following in mind when using the tool: “Most importantly,
certain program orientations, regional/country differences and
other factors make it difficult to compare results of SROI
calculations from group to group, region to region or social
impact sector to social impact sector. It’s a classic apples to
oranges situation in many cases. We must keep in mind that the
relative cost of creating a living wage job in San Francisco is
very different from the cost of creating one in Bolivia. Likewise,
if programs in one area spend a lot of resources on counseling
because it is deemed necessary for the success of clients, and
another region does not find it as necessary for this provision of

Beartooth Capital

Beartooth Capital is a private real estate fund investing in the ranch
land market to generate strong financial returns through the
restoration and protection of ecologically important land. The fund
focuses its work on ranch properties in the western US, working in
partnership with conservation organizations and others to acquire
ranches and create value through habitat restoration, land protection
and ecologically appropriate, limited development. Threatened
ranchland is typically protected through conservation, but
conservation groups have limited resources and cannot access the
capital markets. Beartooth Capital utilizes private capital to protect
ecologically important ranchland, furthering the efforts of the
conservation movement.

Beartooth regularly communicates investment performance and
metrics related to its sustainability thesis to its investors. In their
2008 investor report, they state that they have returned
approximately 27% of the capital called from investors to date, while
selling less than 7% of the land the fund acquired AND:
• Followed through on their stated mission of making investments to

generate competitive risk-adjusted returns for investors while
achieving real conservation results;

• Protected more than 9,250 acres of the ~15,000 acres acquired to
date through conservation easements or sale to conservation
partners; and

• Replanted and restored more than 40 miles of creek and river by
planting thousands of willows, cottonwoods and river birch and
rehabilitating thousands of acres of upland habitat through rest,
managed grazing and reseeding.

Source: Beartooth Capital
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social service, it can present problems in comparing social returns
based on the capital amount required to produce those returns.
The basic version of this tool calculates among bundles of
community development organizations working in sectors or
regions, so as not to lend itself to comparing one group to another.”

Creating Structural Change for
Measuring Impact

New systems and metrics are important for investors evaluating
social and/or environmental investment options and tracking the
financial and non-financial returns. The absence of standards
has implications across the investment cycle:
• Potential investees (e.g., small business owners in emerging

markets, clean energy companies, microfinance institutions
and larger companies seeking deliberate positive social or
environmental impact) do not have a clear, consistent, broadly
acknowledged way to measure and communicate social impact
and associated returns to potential investors;

• Intermediaries who make and facilitate new investments (e.g.,
social investment funds, private equity, foundations) face
challenges in screening potential investees to maximize social
impact of invested capital and measuring the social and
environmental impact and performance at the portfolio level
— requiring significant efforts to research and communicate
non-financial performance; and

• Investors (e.g., foundations, private investors, institutional
investors, et al) have little data with which to assess and
compare performance of various funds and investees; apples to
apples comparison of financial and non-financial performance
lacks the standardization, transparency and rigor available for
more traditional investment measures.

One Family’s Approach to Microfinance
and Impact

The Opus Foundation is a family foundation whose mission is to
enable people to better sustain themselves, their families and
communities through education and employment. The family became
interested in microfinance when they made a grant to the
International Rescue Committee to foster self-help and enterprise
among refugees. The recipient NGO continued to send grant reports
after the first year, since it had been able to recycle the original
funding through the repayment it received from refugee microcredit
borrowers. Intrigued by the possibility of making loans rather than
grants, Opus approached the Calvert Foundation and invested in a
Community Investment Note directed to international microfinance
institutions in countries of interest to them as well as community
development organizations where the family had businesses. When
the family was considering how to leverage the foundation’s
philanthropic activities through impact investing, it discovered its
values were clearly in alignment with those of the Calvert Foundation:
• Mutuality: Investing relationship creates mutual respect;
• Enterprise: Harnesses power of enterprise;
• Accountability: Values measurable outcomes;
• Self-reliance: ‘Beneficiaries’ transform their own lives;
• Self-respect: Process fosters self-confidence and dignity;
• Sustainable: Capital is returned and recycled.

Through the Community Investment Note, Opus received impact
reports based on data from the microfinance institutions. Opus has also
directly commissioned evaluations and developed relevant social
indicators to assess the impact of their portfolio of microfinance debt
and equity investments. When Opus wanted to expand their support of
microfinance to include equity investments in start-up MFIs, Calvert
Foundation was able to share its due diligence analysis thereby
mitigating the risk of this investment. The family has since co-invested
in Jamaica with several local businesses and other double bottom line
investors in the start-up of a now successful microfinance institution.
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We hope our monograph has inspired you to move beyond the
Tyranny of OR and apply the Genius of AND. Impact investing
has emerged as a viable and growing discipline — across asset
classes and impact themes. All types of capital can and must play
a central role in moving impact investing forward. Many high
net-worth individuals and foundations are putting their
investment dollars where their values are with great results.
However, at the end of the day, a significant share of
institutional capital must move in this direction to enable this
nascent movement to become mainstream. But it is not just
about capital. If impact investing is to truly have an impact, it
should be about systemic change, new ways of deploying capital,
and capacity building of the players on both sides of the
equation. What responsibility do impact investors have in
solving this problem?

There are a number of initiatives under way to address
the infrastructural gaps for impact assessment. In this regard,
the Impact Reporting and Investment Standards (IRIS) initiative
of the Global Impact Investing Network seeks to move toward
standardizing the measurement and reporting of social and/or
environmental impact investment. Developed by a group of
leading impact investors (with support from Deloitte and
Touche, PriceWaterhouseCoopers, Google.org and B Lab) and
piloted with investment funds and companies around the world,
the IRIS standards seek to establish uniform definitions of terms
for social impact reporting (just as the GAAP standards do for
financial reporting) and to equip fund managers and direct
investees to adopt these standards. IRIS will also aggregate
social performance data and release benchmarking reports that
enable impact investors to compare investments against their
peers — a capacity that proved central in the growth of
mainstream venture capital and private equity.

The field of impact measurement remains very much in
flux with much innovation and a lack of industry-wide standards.
However, impact investors are currently deploying meaningful
approaches. We anticipate that impact evaluation will continue
to be an area of rapid consolidation and progress.

13 For additional research on impact measurement, please see the San Francisco Federal
Reserve Community Investment Review, Summer 2009
(http://www.frbsf.org/publications/community/review/vol5_issue2/index.html).

14 See Kramer, Mark and Sarah Cooch, Investing for Impact, FSG Social Impact, Boston,
2006 for an analysis of impact measurement — particularly the integration of
qualtitative measurements.

15 “McKinsey’s Approach to Learning for Social Impact,” McKinsey & Co., Discussion
Paper, Draft June 2009.
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Rigor Matters

Impact investing is not charity. It requires and demands every
bit of the same disciplined approach currently being applied to
traditional investing if it is to succeed. Adding social and/or
environmental criteria to existing rigorous investment
evaluations may actually improve the quality and output of
investments. Investors no longer need to assume that a discount
be taken on their returns in order to align their investments
with their impact objectives. Aligning investments with impact
AND utilizing a disciplined approach is achievable.

Investment Management Best Practice

Impact investing can be done within the established parameters
of investment management best practice. Impact focused
financial advisors, intermediaries, investor networks and
collaboratives are emerging in greater numbers. In light of the
market turmoil of 2008, investments with a double or triple
bottom line may be the antidote to growing mistrust in the
market place and perhaps part of a new ‘best practice’ paradigm.
While the impact investment market remains fragmented, we
expect the market to grow dramatically as large asset managers
enter the impact investing space.

These managers will be driven not only by clients who
are increasingly demanding social and/or environmental metrics
as part of their investment strategies, but also by their own
values and the realization that impact investing makes good
investment sense.
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Impact Investment Opportunities Abound

Investment-grade impact investments are experiencing rapid
growth. Global intermediaries are playing a key role in building
demand for capital. These same organizations, with the help of
information technology, are helping to create more fluid and
transparent markets.

Approaches Are Diverse

Impact investments are bringing creative, diverse opportunities
to the market. They are tapping into new markets with
innovative goods and services, leveraging both social and
investment capital, and providing a double or even triple bottom
line return. As demonstrated by our case studies and investment
profiles, impact investors continue to define their impact themes
across a wide range of issue areas and theories of change without
clear standardization. While this diversity can slow the
development of standardized products, it provides the
opportunity for impact investors to approach problem solving
from a number of directions.

Money Isn’t Everything

Supply and demand for capital ideally need to grow in tandem.
Investors can and should play an important role in assisting the
mentoring, incubation and acceleration of impact investment
opportunities. Without a ‘shoulder to shoulder’ approach, we
risk either a market where the product outpaces the investment



capital or capital is competing for product. And without open
channels between all interested parties, we risk missing
important innovation that could help move impact investing
from the sidelines into the mainstream investment market.

Understand Inefficient Markets and
Use Impact Investing to Address
Market Failures

Impact investing benefits greatly from consideration of
behavioral finance — not only in the assessment of investment
opportunities but also in its evolution. Awareness of behavioral
finance augments our understanding of inefficient markets,
providing a subjective lens through which we can further
evaluate a typically analytic process. Historically, impact
investing has suffered from overconfidence on the part of the
impact investing community, but also lack of confidence from
the traditional investment community. Finding an appropriate
middle ground will help move this field forward. Representative
bias is difficult to tease out, but doing so can help the
investment professionals provide more objective analysis.
Acknowledging that perceptions of trust, honesty and morality
are significant factors influencing our investment decision-
making will go a long way to co-create and sustain this brave
new world.
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Take Action

And this brave new world is imperfect at best. Impact investors
acknowledge this, but aren’t reticent to continue experimenting,
measuring and investing. And with good reason. Impact
investing, for all its challenges, may ultimately prove to be the
most prudent form of investing.
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Appendix 1:

Impact Investment
Profile Summary
The following is a list of impact investments profiles available at
www.rockpa.org/impactinvesting, which were prepared in conjunction
with this monograph. They are meant to serve as an illustrative
example of impact investments available in the market place today and
by no means represent a comprehensive list of the industry.
Furthermore, additional profiles will be added online as they are
completed. Please visit the site periodically for updated information.

Access Capital

Acumen Capital Markets

American River Ventures Fund II

Ariya Capital

C Change Transformative Energy
and Materials Fund

China Energy Efficiency Fund

Climate Change Property Fund

Community Capital Management

Contact Fund

DWM Microfinance Fund I

E+Co People Planet Note

EcoEnterprises Fund II

EKO — Green Carbon Vehicle

Essex Investments GEOS Fund

GreenSpace Developments

Greenwood Global Tree Farm Fund

Healthpoint Services Global

Highwater Global Fund

I3 Fund

IGNIA Fund

IMPAX Environmental Markets

Innosight Ventures Fund

Living Cities Catalyst Fund

Living Forest Communities

Los Angeles Community Investment
Initiative

Lyme Forest Fund III

Minlam Microfinance Africa Fund

NCB Capital Impact

Neuberger Berman Socially
Responsive Equity

Pico Bonito

Planet Habitat

Rose Smart Growth Investment Fund

Root Capital

Self-Help Federal Credit Union

ShoreBank Capacity Plus Loan Program

Social Stock Exchange

Southern Bancorp

Summit Water Equity Fund

SAM Sustainable Water Strategy

USRG Power and Biofuels Fund III

Verama Agroforestry Project

WaterCredit Initiative

XPV Water Growth Equity Fund

Zouk Cleantech Europe II

See important disclaimer information on inside back cover.
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