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eN0S IMPacting on social Services In
SIE: _

« Technology, digital inclusion and the use of models of service delivery have emerged
data are creating opportunities and new Move from block funding to fee for
mediums to improve service delivery . Funding and service payments

Technological regulatory Funding for outcomes rather than
changes N outputs or inputs

Vulnerable groups still face significant

barriers to social inclusion, are over- : .

represented in disadvantaged cohorts and Demand for many services outstrips

require greater support: supply

» Homelessness in 2011 was 49 persons Diversity and . The growing need for new and more
for every 10,000 persons counted disadvantage Social context complex service provisions is not being

Approximately 45% of Australians will met _ _
experience a mental disorder at some People are wanting more say in how
time in their lives services are designed and delivered
In 2011-12 around 2.6 million persons

living under the poverty line

Fiscal
Increasing expenditure and decreasing revenue relationships
has contributed to the emergence of a In the next 60 years our population is

partnership approach between government, expected to double to 60 million
business and community

Demographics
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UVEIVIEW OF Westem govermnmen

Joining up services and funding to meet complex client
needs flexibly and holistically

Enabling individually tailored responses through
personalised funding approaches

Increasing capacity, value for money and greater
opportunities for earlier intervention

Where: Australia, UK, Canada, Europe

Integrated
Service
Delivery

Implementing outcome focused funding

and commissioning approaches "
Accountability

Where: NZ Investing in Services for O -

Outcomes, Alberta Results Based
Budgeting, UK Troubled Families, NSW
and US Social Impact Bonds

A Focus on
A focus on earlier intervention Prevention &
A focus on better responding to need and Early
vulnerability (progressive universalism) Intervention
A focus on evidence based models & therapeutic care
Implementing service responses that reduce reliance on
residential models of care
Where: UK, some US States

Information
Exchange

Digital
Technology &
Data Analytics

Person-centred
Approaches

eNas

» Using new technology to build data
sharing capability at all levels

e Using real time data to inform policy
development, service delivery response
and case worker decision making

e Where: US State Information
Exchanges, Denmark Integrated

Using predictive analytics to forecast
demand, identify high risk, and better
target services

Using mobile devices to transform
service delivery and casework

Using social media to build social
support networks for the vulnerable

Where: UK, US (predictive models) and
Australia

Places the person requiring support at
the centre of decision making processes
Focusses on the whole person and their
life goals

Increases choice an control over the
supports accessed

Where: UK, Canada (Ontario), Australia
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Jefining impact investing

World Economic Forum Investing approaches
defines impact investing as:

‘Aninvestment approach that Exclusionary Screens

(Positive and negative)

ntentionally Seeks to create poth
TinaﬂCial retum aﬂd UUSI“VB SUCI8| Socially responsible
i i i invest t
0r enwro[nm?ntal mpacéutnat S PRI* EeGe CSRY
dCUVEY MEasUre
ﬂ m Impact

N -
“ & Investing

~ Increasing impact intent,
measurement and reporting

Note: *PRI - Principles for Responsible Investment; *ESG — environmental, social, governance; *CSR - Corporate Social Responsibility.
Source: World Economic Forum 2014: http://www3.weforum.org/docs/WEF_Impactinvesting_Report_ChartingTheCourse.pdf
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Jrvers for impact investing

Public sector

fh

Service demand
increasing

Government funding
stretched

Large global investment
in Sustainable
Development Goals $3
trillion/year

Increase focus on Value
for Money (VFM) and
Results-based
management

Need for innovation

Increasing focus on
“Yield + Impact” with
social and
environmental
outcomes

Environmental/Social/
Governance (ESG)
screening (e.g., UN
Principles for
Responsible
Investment) more
commonplace

An alternative asset
class as an attractive
investment option with
limited correlation to
traditional assets

Non-profit

W

Financial sustainability
with Mission-related
and Program-related
investment seeking
“Impact + Yield “

Potential to scale up
Impact systemically

Public sector use of
NGOs for service
provision

Focus on
results/outcomes by
donors and evidence-
based programs

Document Classification: KPMG Confidential

Philanthropists

s

Shift to results-based
aid (cash for delivery,
E.g.: Global Alliance for
Vaccines (GAVI),
matched funding
vaccine alliance)

Focus on evidence-
based programs

Need to leverage
private sector funds for
SDGs and other
mandates (COP21)

Desire to use credit
enhancements to
leverage existing capital



SNITINTypes of contracting

The shift towards payment by results contracting

In-house Contracting focus for provision of services
Outcomes Outcomes | Out
Output Impact : utcomes
Own staff Contractors Input based based (short term) (medium to  [WEENaElnN{els Social

long term) success

Bonds

Current _ ——
iti Simpler
osition .
P transactions
More
Potential complex
sition : :

positio Shift to the right

Source: KPMG NZ
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paSIC S

2 01 2 S0Ckal benerit bond

Payment based on
measurement of
desired outcome

Financial returns
dependent on outcomes

I

Intermediary

(]
(el nd Outcomes based contract

Note: Government can also
contract directly with a
service delivery agency

EEEE——

Investment for
Funding service provision

NGO Service
provider

Service
Provision

Target Population

Outcomes
achieved through
service delivery

Rigorous evaluation of outcomes

Document Classification: KPMG Confidential

10



KEY 1aCLS - oIS

Social issues addressed by SIBs (June 2016)

Adults with complex needs; 1

Education and early
years; 5

Criminal justice; 5 “‘
Health; 5 .

Workforce
development; 24

Child and
family
welfare; 8 Housing/ homelessness;
12

Social impact bond market

= 67 bonds across 17 Countries
=  First launch 2010
= $300+m capital raised

70 + =
= 89,985 ‘lives touched’

60 -
50 - = Smallest capital committed is Portugal SBB ($148,000)
40 - » Largest is Massachusetts, USA $24.5 million upfront
30 | capital commitment
20 1 = Bonds in NSW are AUS $7m and $10m
10 4

0 N ° Source: Social Finance; Social Impact Bonds the Early Years http://www.marketwired.com/press-

N ‘ ‘ ‘ ‘ ‘ ‘ ‘ release/60-social-impact-bonds-across-15-countries-show-growing-global-reach-
2009 2010 2011 2012 2013 2014 2015 2016 2140137.htm, Brookings Institute 2015)
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oIZe 0f the Australian marke

Growth in the Australian market is strong:

The Australian impact investing market is still in the early stages of development but with strong potential, and is
estimated to grow to a $32 billion market by 2022,

2017 (5) @ @ @ @ 2022

The Impact Investing Australia 2016 Investor
Report shows that in Australia....

® Active impact investors aim to triple The majority of active impact investors
the size of their impact investment will likely be in Victoria and New South
I portfolios over the next 5 years Wales based on current trends

QLD, NT, WA,
SA, Tas; 13%

Non-active investors expect to VIC; 54%

consider social and environmental
impact in investment decision

. NSW & ACT; 33%
making over the next 5 years °

Source: Impact Investing Australia 2016 Investor Report, Impact Investing Australia, 2016: https://impactinvestingaustralia.com/wp-content/uploads/Impact-Investing-Australia-2016-Investor-
Report.pdf
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/U16 Benchmarking Impact report findings

The first report on a data-set based on impact investments in the Australian market shows that, of
the sample of investors reviewed...

Impact performance was Skills and job creation was
meeting or exceeding the most measured outcome

Aggregate product value of
$1.2 billion in committed

capital at 30 June 2015 expectations for most area, followed by income and

investments financial inclusion

Impacts were reported across nine outcome areas and over 60,000 beneficiaries, including...

A 126 schools supported 669 mental health sessions
e delivered
090, .
319 jobs created 4,493 tons of e-waste diverted

T

ted energy generated and 3.9 tons
Stpporte I of CO2 avoided

-% 1,072 people with disabilities v() 11,501 MWh renewable

Source: Benchmarking Impact: Australian Impact Investment Activity and Performance Report 2016, Impact Investing Australia, 2016: https://impactinvestingaustralia.com/wp-
content/uploads/Benchmarking-lmpact.pdf

KPMG 14
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1ypes o nves

KPMG

Source:

High net worth

individuals Family offices

Desire to contribute to a more
sustainable society

Opportunity to unite families
around common values and
positive legacies

Opportunity to engage a
younger generation in the
leadership of a family office

International”), a Swiss entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. Liability limited by a scheme
approved under Professional Standards Legislation.

Institutional
investors

Demand for investments to align
with their clients’ and members’
social and environmental values

Opportunity to manage risk and
diversify their investment
portfolios across asset classes,
sectors and geographies

Opportunity to deliver large-scale
solutions to local and global
issues and, in so doing, to carve
out a distinct competitive
advantage

Social Impact Investing

Impact Investing Australia website (accessed March 2017): https://impactinvestingaustralia.com/

Document Classification: KPMG Confidential

Charitable trusts

and foundations Private trusts

Desire to increase their social,
environmental and cultural impact

Opportunity to align their
investments with their mission
and values

Opportunity to engage with a
wider range of solutions for
addressing societal challenges,
while also maintaining and
growing their endowment for
future use

15






LASe StUdy: SIREAT

STREAT is a Melbourne based social enterprise that provides homeless youth aged 16-25 with the life skills,
work experience and training to start a career in hospitality. After training, they are given the opportunity to work
in STREAT's cafes, coffee carts and catering company.

Development process

Process included:
* Modelling STREAT'S growth options

2010 + Educating the board about impact 2017
Established as a social investment Supports six

businesses, including
cafes, catering & coffee
roasting businesses

enterprise with two
small food carts and
nine trainees

* Brokering relationships with
potential investors; and

* Providing support with developing
documentation and agreements.

Started with $300k for first equity investment — are now
working on $2.5 million impact investment.

Source: STREAT case study, The Difference Incubator website, 2014 (accessed March 2017).
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NEWPIN S0Cial Benelit Bond

Intervention

Newpin is a long-term, intensive support program
that works with families to improve parenting so
children can live safely with their families
Australia’s first social benefit bond

Designed to support children and young people in
foster care to be safely returned to their families

Target
population

700 + families (of which approx. 55% will have at
least one child under the age of five in foster care)

Outcome metric

The restoration rate of children who enter the
program. Baseline is 55 % of children return home
within one year

Evaluation
method

Matched control group

Capital raised

$7m; 7 year term

Principal
repayment

50% guaranteed to be repaid at the maturity date
100% repaid if the restoration rate reaches 55%

Investors

UnitingCare Burnside
High net worth individuals
Family Foundations
Superannuation Funds

Interest

Minimum interest rate is 5% p.a. over the first 3
years

Maximum interest rate is 15% p.a. over the full
term

Target is 10-12% p.a.

KPMG

Document Classification: KPMG Confidential

Results

Restoration of 66 children to their
families

Supported another 35 families to
prevent their children from entering care

Return of 7.5 per cent in Year 1 and 8.9
per cent in Year 2

18



Redl Lettings Property rund Uk

Design

Resonance and Broadway

Infrastructure and Service model

240 one-two bedroom homes in Greater

London

7 years plus two 1-year extension options

Aimed at HNWI

Capital £57m from investors including Big

Society Capital

Looking to expand across the UK
Structured as a limited partnership
Avoids ‘ghettoization’

Selects clients who are ready for
independence

Impact

e Improved housing — sustain tenancy over 6
months; save deposit

e Progress towards work — volunteering, job, skills,
education

e Resilience — social integration, connection with
family and friends, improved financial
management

98% maintaining tenancies
300 properties and around 1,000 people
assisted

19
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4EMNg Impact Investing-reaay

What are the options for social investment
that we should think about?

What does my organisation need to
consider?’

‘ Should we consider partnerships with other
organisations?

‘ What does our Board need to consider?

ke 21
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SKils, structures and capabilty

Organisational alignment Strategic direction; buy-in from Board

Flexibility; program logic; measurement of outcomes; staff

Organisational capacity capability; back office processes.

Partnerships Formation of partnerships for specific purposes

Ability to demonstrate a track record of performance to meet

Track Record improved social outcomes

Knowledge Strong knowledge of the relevant policy area or legislation
Measurement and data Appropriate systems and processes to provide periodic investor
collection reporting

Available resource to undertake the initial development and

Internal resources ongoing operations for the impact investment
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Juestions

Source: Diminish and Ascent by David McCracken, BBC.com
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Ruth Lawrence, PhD
Associate Director

Lead, Impact Investing

T: +61 (2) 9346 5554

M: +61 427 664 988

E: rlawrence2@kpmg.com.au

Liz Forsyth

Partner

Global Lead

Health, Ageing and Human Services
T: +61 (2) 9335 8233

M: +61 418 659 857

E: Iforsyth@kpmg.com.au

kpmg.com/socialmedia kpmg.com/app

B # Download on the
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