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Mission Investing and Healthy Communities

The California Endowment has embarked on a 10 year journey to build
healthy communities where children and youth are healthy, safe and ready
to learn. We recognize that more than two-thirds of what determines
health status has nothing to do with the provision of health care services.
The key contributors are what we recognize as the "social determinants” of
health: poverty, racism and hopelessness. These factors feed the heavy
burden of disease and despair in low-income communities, and these
disease conditions are largely preventable... So with our eyes open, we
have decided to stop dipping our feet and jump into the pool on the matter
of these social determinants of health.

- Dr. Robert K, Ross
President & CEO of The California Endowment

- The Source: “Bob’s Blog: Why This Strategic Direction?” March 5, 2008. 5
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The Social Determinants of Health
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Poor Health Outcomes
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I.  How do we make financial investments to create healthy social, economic, and
built/natural environments?
II. Where do we make market rate investments to create healthy social, economic, and
built/natural environments? .
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Definitions

Social Investing (SI):

Investing that incorporates social or environmental criteria.
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Proactive Investing:
Selecting generally
privately held investments
in any asset class for
expected social as well as
financial return.
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Shareholder

Activism:

\oting proxies and engaging
management of generally
traded companies to change
corporate behavior.

Screening:
Avoiding generally traded
companies on perceived
social harm--or selecting on
perceived benefit.
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Definitions

Mission Investing

Proactive financial investments that are made with the intention of (1) furthering a
foundation’s mission and (2) recovering the principal invested or earning financial return.?

Program-Related Investment (PRI) Mission-Related Investment (MRI)

=  Below risk-adjusted expected return = At orabove risk-adjusted expected
for the asset class. return for the asset class
= IRS regulatory term for investments in = Not a regulatory term. Investment in
any asset class by private foundations any asset class by any foundation with
made for charitable purpose with no objectives of financial return plus
primary objective of return, which IRS social and/or environmental impact
allows counting in 5% distribution.? related to the mission of the
organization.
“Bel ow -rnaatrek’e t “Mar-kat e”
.~
I. Can foundations earn a risk-adjusted market rate of return for the asset class?
1. Does the investment further a healthy communities-focused mission? J
1Source: FSG Social impact Advisors, 2007.
Califo%hig 2 Other foundation types and some banks borrow the term PRI to refer to below market-rate investments.
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Mission-Related Investing Continuum

New Philanthropic Investing Continuum:
Overlay of Traditional Asset Classes

Below-Market Investments

Grant Support

The
California
Endowment

Guaran toos

Senior Loans
Cash

Subordinated Loans

T T
< c
) o
o —_—
= o
=

) &
) c
= —
1) <

Market-Rate Investments

Source: The F.B. Heron Foundation, Mission-Related Investing Continuum
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