Impact Investing
in the Bay Area

Federal Reserve Bank of
San Francisco
101 Market Street
Tuesday, May 7, 2013
9:00AM – 6:00PM

WELCOME

Dear Conference Attendees:
On behalf of the Federal Reserve Bank of San Francisco and Seal Cove Financial we would
like to welcome you to Impact Investing in the Bay Area.
This full-day conference will highlight impact investing opportunities and challenges for
fiduciaries operating in the San Francisco Bay Area and broader California. Many fiduciaries
of institutional assets are unfamiliar with impact investment opportunities and their related
portfolio implementation issues. This conference will explore these opportunities and
implementation issues with a particular focus on the Bay Area. The discussion will include
leaders in finance, philanthropy, academia, and policy. The goal of the convening is to
identify ways for fiduciaries to safely move assets into alignment with regional economic
development and sustainability goals.
Thank you for your participation. We hope that today’s conversation is a catalyst for
transformational change in the Bay Area and beyond.
Sincerely,
Lauryn Agnew, Seal Cove Financial
Ian Galloway, Federal Reserve Bank of San Francisco
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AGENDA

8:30AM
9:00 – 9:15AM

Registration
Welcome and Overview
Scott Turner, Vice President, Federal Reserve Bank of San Francisco
Lauryn Agnew, President, Seal Cove Financial

9:15 – 10:00AM

State of the Bay Area: Overview of Bay Area Economy, Strengths and Needs
R. Sean Randolph, PhD, President and CEO, Bay Area Council Economic Institute

10:00 – 11:00AM

Impact Investing for Institutional Portfolios: State of the Industry
Ben Thornley, Director of Insight, Pacific Community Ventures
Georgette Wong, Curator, Take Action!
Moderator: Jessica Matthews, Associate Director, Cambridge Associates

11:00 – 11:15AM
11:15AM – 12:00PM

Morning Break
Fiduciary Duty and Impact Investing: Evolution and Challenges
Dave Chen, CEO, Equilibrium Capital Group

12:00 – 1:00PM
1:00 – 2:15PM

Lunch
Community Development Investments
Mark Sutten, Policy and Program Analyst, Northern California Community Loan Fund
Michael Garvey, Former City Manager, City of San Carlos
Brian Prater, Senior Vice President, Low Income Investment Fund
Liz Sessler, Senior Investment Marketing Manager, Enterprise Community Loan Fund
Moderator: Lisa Richter, Principal, GPS Capital Partners

2:15 – 2:30PM

Afternoon Break

2:30 – 3:45PM

Public and Private Equity and Debt for Impact
Paul Herman, CEO, HIP Investor
Nancy Pfund, DBL Investors
Lauryn Agnew, President, Seal Cove Financial
Moderator: John Goldstein, Co-Founder, Imprint Capital

3:45 – 4:15PM

Call to Action: Create the Bay Area Impact Investing Initiative (BA III)
Lauryn Agnew, President, Seal Cove Financial

4:15 – 6:00PM

Reception

1

SPEAKER BIOGRAPHIES
LAURYN AGNEW
Seal Cove Financial
Lauryn Agnew is president of Seal Cove Financial, which offers strategic marketing analysis
and recommendations to firms with specialized investment strategies. With nearly three
decades of experience in developing and implementing strategies in the institutional
investment industry, Lauryn serves as a resource to nonprofit organizations for investment
consulting services and provides fiduciary education and trustee training for public fund and
nonprofit board and committee members. Currently, Lauryn is a trustee on the Board of the
San Mateo County Employees’ Retirement Association (SamCERA), a defined benefit plan
with $2.5 billion in assets. She is the Chair of both investment committees at the United
Way of the Bay Area and the Girl Scouts of Northern California, and is a member of the
finance committee of the Immaculate Conception Academy of San Francisco. Lauryn has a
BA degree in economics from Whitman College in Walla Walla, Washington and an MBA in
finance from the University of Oregon. She is a member of the CFA Society of San
Francisco and the Financial Women's Association of San Francisco.

DAVE CHEN
Equilibrium Capital Group
Dave Chen is CEO of Equilibrium Capital Group, an asset management platform of
sustainability driven real assets funds. Previously, Dave was a general partner at OVP
Venture Partners, founder/CEO of GeoTrust, vice president of marketing at Mentor
Graphics, an associate at McKinsey & Company, and an early team member at Solectron.
He currently sits on the boards of Gerding Elen, Biological Capital, the Federal Reserve’s
Bank of San Francisco’s Portland Branch, Freshwater Trust, and B Corp/B LAB. He is a
faculty member at the Kellogg School of Management at Northwestern University and the
Stanford Graduate School of Business, and teaches on the topic of sustainability and
finance. Dave received his BA from the University of California, Berkeley and his MM from
the Kellogg School of Management at Northwestern University. He is co-owner of Patton
Valley Vineyards, a sustainably farmed maker of Oregon Pinot Noir.

MICHAEL GARVEY
Former Manager, San Carlos, CA
Michael Garvey is the former city manager of San Carlos, CA. Garvey has more than thirtynine years of experience in local government management. He currently serves as a project
director for local agencies. His recent projects include: El Camino Real, a state highway that
serves as the main urban arterial for the 19 cities between San Jose and Daly City, and the
San Bruno Irrevocable Trust for disaster recovery. Garvey has a BS from Loyola University
and an MPP from California State University, East Bay.
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JOHN GOLDSTEIN
Imprint Capital Advisors
John Goldstein co-founded Imprint Capital Advisors in June 2007 to help foundations,
families and financial institutions create and manage impact investing programs and
portfolios. Imprint has worked with 8 of the 20 largest US foundations and has invested over
$265 MM across mission areas and asset classes with dedicated research and investment
capacity in education & learning; energy and environment; food, health & well-being; and
vulnerable communities. Previously, Mr. Goldstein co-founded Medley Capital Management
(MCM), a private investment firm. He also served as Senior Managing Director of Medley
Global Advisors. During that time, Mr. Goldstein co-founded and served as the Executive
Director of the Medley Institute. Prior to that, Mr. Goldstein was a management consultant at
Andersen Consulting (now Accenture). Mr. Goldstein graduated from Yale University with
honors. He was awarded the Richter Fellowship and the Townsend Prize. John has been an
advisor or board member to a diverse set of organizations in the impact space including
groups such as the Global Impact Investing Network (GIIN)/ImpactBase, the Global Social
Venture Competition (GSVC), McKinsey’s working group on Social Impact Bonds, Global
Giving, the Sustainable Food Lab, the UN Capital Development Fund, the International
Interfaith Investment Group, and a range of others.

R. PAUL HERMAN
HIP Investor
R. Paul Herman created the HIP (Human Impact + Profit) Scorecard and methodology for
investors and their advisers in 2004. HIP annually scores 4000+ companies and 300+
issuers of bonds (munis, sovereigns, agencies) that quantify and value the unseen risks and
undiscovered potential for enhanced financial performance. In addition to licensing the HIP
Scores to investment management professionals for use with their funds, portfolios and
clients, Herman is an investment adviser and wealth manager for individuals, families, family
offices and foundations. He also manages the HIP portfolios and investment indexes, like
the HIP 100 and HIP REITs. “The HIP Scorecard” investment approach is featured in his
2010 book (The HIP Investor; Make Bigger Profits by Building a Better World; John Wiley &
Sons, Fast Company magazine, 18 business school curricula, and at www.HIPinvestor.com.
Herman’s financial acumen was honed at the Wharton School and McKinsey & Co., and he
accelerated social entrepreneurs at Ashoka.org and Omidyar Network. Herman has also
advised leading corporations (including Walmart and NIKE) on how to be more HIP. His
insights have been quoted in the Wall Street Journal, The New York Times, Fortune,
Forbes, BusinessWeek, and on CNN, Reuters, Morningstar.com and CNBC.
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JESSICA MATTHEWS
Cambridge Associates
Jessica Matthews is associate director of the Mission-Related Investing (MRI) Group at
Cambridge Associates. Jessica oversees and coordinates the activities of all MRI resources
across the firm, including a team of generalist and research consultants and analysts.
Jessica advises a variety of clients on their mission-related investment programs, including
foundations, religious institutions, universities, and high-net worth families. She also works
with various functional areas across the firm, including manager research, capital markets
research and performance measurement. Previously, Jessica was an associate at Booz
Allen Hamilton, specializing in transformation and change management for government
clients in the financial services sector. She also worked in the investment office at the
American Red Cross, with a focus on the alternatives assets portfolio, and in the global
consultant relations group at BlackRock, where she cultivated and maintained relationships
with investment consulting firms. Jessica began her career with Cambridge Associates as a
consulting analyst. She graduated from the University of Virginia with a degree in
government and a minor in economics.

NANCY PFUND
DBL Investors
Nancy Pfund is founder and managing partner of DBL Investors, a venture capital firm
located in San Francisco, whose goal is to combine top-tier financial returns with meaningful
social, economic and environmental returns in the regions in which it invests. Ms. Pfund
currently sponsors or sits on the board of directors of several companies, including;
SolarCity (NASDAQ: SCTY), Solaria, BrightSource Energy, Primus Power, Eco.logic
Brands, EcoScraps, OPx Biotechnologies, Powergenix and, prior to their public offerings,
Tesla Motors and Pandora Media. Originally a regional venture capital group within
JPMorgan, DBL Investors spun out as an independent firm in January 2008. Ms. Pfund
joined JPMorgan (then Hambrecht & Quist) in 1984 first as a securities analyst and then as
a venture capital partner and managing director. Ms. Pfund also built and directed H&Q’s
external affairs and philanthropic programs from 1996 to 2001. In 1988, President Bush
appointed Ms. Pfund as a charter member of the National Advisory Council for
Environmental Policy and Technology. In 1999, Ms. Pfund was appointed by President
Clinton to serve on the Congressional Web-Based Education Commission. Ms. Pfund is a
member of the board of directors of the California Clean Energy Fund (CalCEF); member of
the Advisory Board of the UC Davis Center for Energy Efficiency; member of the Advisory
Council of the Bill Lane Center for the American West at Stanford University; member of the
California STEM Learning Network board of directors; a C3E Ambassador to the U.S. Clean
Energy Education and Empowerment Program, led by the U.S. Department of Energy in
partnership with the MIT Energy Initiative; and is a founding officer and director of ABC2, a
foundation aimed at accelerating a cure for brain cancer. Ms. Pfund is the author, along with
Benjamin Healey of the widely cited report on the history of U.S. energy subsidies entitled,
“What Would Jefferson Do? The Historical Role of Federal Subsidies in Shaping America’s
Energy Subsidies” and co-authored with Michael Lazar, “Red, White & Green: The True
Colors of America’s Clean Tech Jobs”. Ms. Pfund received her BA and MA in anthropology
from Stanford University, and her MBA from the Yale School of Management.
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BRIAN PRATER
Low Income Investment Fund
Brian Prater is the senior vice president for strategic development and corporate affairs at
the Low Income Investment Fund (LIIF). LIIF is a national Community Development
Financial Institution (CDFI) based in San Francisco. LIIF is one of the largest affordable
housing, education and childcare facility lenders in the country, and is a five-time recipient of
New Market Tax Credit (NMTC) awards. Prater oversees LIIF’s federal policy shop, national
fundraising, communications, knowledge sharing, transit-oriented development (TOD) and
innovation functions. Previously, Prater led LIIF’s lending and program work in the Western
Region, overseeing the San Francisco and Los Angeles offices, including all transactional
work, TOD and green programs and state and regional policy. LIIF is partnering with
Enterprise Community Partners to advance equitable TOD nationally, including program,
planning, policy and transactional work. In March of 2013, Living Cities released a paper
“Filling the Equitable TOD Financing Gap” that Prater and Melinda Pollack from Enterprise
co-authored. Prior to joining LIIF in 2008, Prater was a senior vice president and team
leader in community development banking with Bank of America in San Francisco, and was
responsible for the Northern California and Nevada markets. Prater also spent seven years
with the Local Initiatives Support Corporation (LISC), and three years with the New York City
Housing Authority (NYCHA). Prater has masters’ degrees from Columbia University (School
of International and Public Affairs) and Syracuse University (S. I. Newhouse School), and a
bachelor’s degree from Illinois State University.

R. SEAN RANDOLPH
Bay Area Council Economic Institute
R. Sean Randolph, PhD is president & CEO of the Bay Area Council Economic Institute, a
public-private partnership of business, labor, government and higher education that works to
foster a competitive economy in California and the San Francisco Bay Area, including San
Francisco, Oakland and Silicon Valley. Dr. Randolph previously served as president & CEO
of the Bay Area Economic Forum, which merged with the Bay Area Council in January
2008, and as director of international trade for the State of California, where he developed
trade strategy and directed international business programs to stimulate exports and
introduce California companies to overseas markets. Before service with the state, he was
Managing Director of the RSR Pacific Group, an international business consulting firm
specializing in Asia and Latin America, and before that served as International Director
General of the Pacific Basin Economic Council, a 15-nation international organization of
leading U.S., Asian and Latin American corporations. His professional career includes
extensive experience in the U.S. Government, including the U.S. Congress staff, and the
White House staff. From 1981-85 he served in the U.S. State Department, as officer for
Asia on the Policy Planning Staff, as Special Adviser for Policy in the Bureau of East Asian
and Pacific Affairs, and as Deputy/Ambassador-at Large for Pacific Basin affairs. From
1985–88 he served as U.S. Deputy Assistant Secretary of Energy for International Affairs,
managing nuclear non-proliferation, energy research, and global oil and gas issues. Dr.
Randolph holds a JD from the Georgetown University Law Center, a PhD from the Fletcher
School of Law and Diplomacy (Tufts and Harvard Universities), a BSFS from Georgetown’s
School of Foreign Service, and studied at the London School of Economics.
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LISA RICHTER
GPS Capital Partners
Lisa Richter is co-founder and principal of GPS Capital Partners, a national consultancy that
assists foundations and other institutions to design and execute impact investing strategy.
GPS brings over two decades of fund management and investment due diligence
experience, spanning asset classes, return expectations, geographies and issue areas, and
frequently incorporating place-based or sector focus to increase equitable access to
opportunity. Collectively, GPS network consultants have reviewed some $4 billion in impact
investments and managed impact investment portfolios within foundations, community
development financial institutions, equity funds, and banks. Clients range from small
foundations to the nation's largest independent and community foundations, banks and
institutional investors. Lisa authored the “Grantmakers In Health Guide to Impact Investing,”
co-authored “Equity Advancing Equity,” a guide to community foundation impact investing,
and co-designed the Mission Investors Exchange’s Mission Investing Institute, where she
continues as a lead trainer. Lisa is a senior fellow with The Philanthropic Initiative, and
serves or has served as a director or advisor to the Center for Community Development
Investments of the Federal Reserve Bank of San Francisco, the Bank of America National
Community Advisory Council, Dignity Health’s Community Investment Program, the
American Journal of Preventative Medicine, the Community Development Financial
Institutions Coalition, Social Investment Forum, and New Markets Tax Credit Coalition. She
holds a BA and an MBA from the University of Chicago.

LIZ SESSLER
Enterprise Community Loan Fund
Liz Sessler is the senior investment marketing manager at Enterprise Community Loan
Fund where she manages the Enterprise Community Impact Note. She works to promote
impact investing in all of Enterprise’s markets and communicate the Loan Fund’s vision and
social impact. Prior to joining Enterprise Liz served as the director of business development
for Agora Partnerships. While at Agora she oversaw the organization’s fundraising and
marketing efforts and spoke internationally on the role of small businesses in community
development. Liz began her work in the impact investing space at Calvert Social Investment
Foundation where she developed marketing materials around Calvert’s Community
Investment Note. Liz graduated from the University of North Carolina at Chapel Hill with a
BA in public policy analysis and has studied economics and music in Singapore and
Vietnam on a Gardner Research Grant and Freeman Asia Grant.
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MARK SUTTON
Northern California Community Loan Fund
Mark Sutton is a policy and program analyst for the Northern California Community Loan
Fund (NCCLF). Prior to joining NCCLF, Mark worked as a research analyst at Impact
Assets, a San Francisco-based impact investment firm. Mark has experience in the
environmental markets, having worked with the San Francisco Carbon Collaborative and
participating in the launch of the carbon market startup Ecoanalytics. He has also been
active in sustainable economic development with Green Economy Think Tank, a non-profit
that convenes sustainability leaders to catalyze ideas into action to grow the green
economy. Mark holds an MBA in sustainable business management from Presidio Graduate
School in San Francisco, and a BA in mathematics and music from Williams College in
Williamstown, MA.

BEN THORNLEY
Pacific Community Ventures
Ben Thornley directs PCV InSight, the global research and consulting practice at Pacific
Community Ventures (PCV) focused on scaling social impact investing. PCV is a San
Francisco-based Community Development Financial Institution and growth equity manager
deploying $60 million in three funds with the aim of creating quality jobs in low-income areas
of California. Ben is responsible for PCV’s policy research and impact evaluation initiatives,
working with prominent institutions including the California Public Employees Retirement
System (CalPERS), The Rockefeller Foundation, Citi, Omidyar Network, and The California
Endowment. PCV InSight assesses the social and economic impacts of over $25 billion
invested across asset classes. Prior to joining PCV, Ben worked for a decade documenting
and advancing the role of financial services in economic development. This included as New
York correspondent for a leading Australian business journal, as a program coordinator with
the United Nations Association of the USA, responsible for engaging Wall Street in the UN’s
Financing for Development conference, and as an investment director in the Australian
Consulate-General, New York, charged with positioning Australia as a regional financial
services center. Ben sits on the strategy and adoption committee of the Impact Reporting
and Investment Standards and holds a Masters of Public Policy from the University of
California at Berkeley, where he taught graduate and undergraduate classes in political
economy and leadership with former US Secretary of Labor, Robert Reich.
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SCOTT TURNER
Federal Reserve Bank of San Francisco
Scott Turner is Vice President and oversees the Community Development and Economic
Education Departments in the Federal Reserve Bank of San Francisco. Scott joined the
Bank in 2002 with diverse experience in areas such as municipal and international finance,
housing policy and research, and sovereign risk assessment. A Seattle native, Scott spent
most of his professional life in New York City, divided equally between the public and private
sectors. His public sector experience includes positions as Director of Research in New
York City’s Finance Department and Deputy Commissioner for Policy in the City’s
Department of Housing Preservation and Development. His private sector positions were
Senior Analyst in the International Finance Department at Standard & Poor’s and Executive
Director of the Sovereign Risk Group at Morgan Stanley. Scott has a Bachelor of Arts
degree in Political Science and a Master of Public Policy degree from UC Berkeley.

GEORGETTE WONG
Correlation Consulting
Georgette Wong is the CEO of Correlation Consulting and Take Action! The Impact
Investing Summit. She is a recognized leader in impact investing, with a focus on asset
owners interested in premium financial returns and moving beyond talk to action. Her 2012
gathering brought together families, foundations, corporations, government entities, pension
plans and other investors managing more than a combined $4.5 trillion in assets. Since
Take Action's founding in 2007, she has helped catalyze at least $325 million in new
commitments to impact investing. Georgette advises foundations, families, corporations, and
government entities on building and strengthening their impact investing programs. She
released Insights & Innovations: A Global Study of Impact Investing + Institutional Investors
at the US State Department in April 2012. Georgette earned her MBA from UCLA’s
Anderson School of Management and her BA from Amherst College.
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ROSTER OF ATTENDEES

Don Abramson

Daniel Belcore

Dave Chen

Funder
Cascade
borscht88@gmail.com

Managing Consultant
Belcore Credit & Risk Consulting
danbbel@att.net

CEO
Equilibrium Capital Group
smith@eq-cap.com

Lauryn Agnew

Ari Beliak

Ellen Clark

President
Seal Cove Financial
laurynagnew@sealcovefinancial.com

Vice President
Bank of America Merrill Lynch
ari.beliak@baml.com

Senior Managing Consultant
PFM Asset Management LLC
clarke@pfm.com

Alex Andrade

Dena Belzer

Eleanor Clement Glass

Program Officer
Silicon Valley Community Foundation
AAndrade@siliconvalleycf.org

President
Strategic Economics
dbelzer@strategiceconomics.com

Chief Giving Officer
Silicon Valley Community Foundation
eeclementglass@siliconvalleycf.org

Joan Anway

Libby Bernick

Sarah Cleveland

Advisor
Blue Planet Network
joananway@yahoo.com

Senior Vice President
Trucost
libby.bernick@trucost.com

Founder and CEO
SC Consulting
sarah@sarahcleveland.com

Rachel Aoanan

Lauren Booker

Tim Coffin

Program Associate
SFSU
Riaoanan@yahoo.com

Associate
Omidyar Network
lbooker@omidyar.com

Senior Vice President
Breckinridge Capital Advisors
tcoffin@breckinridge.com

Sandie Arnott

Jeff Brenner

Todd Cohen

Treasurer-Tax Collector
San Mateo County
sarnott@smcgov.org

Chief Investment Officer
Impact Community Capital
jbrenner@impactcapital.net

President and Chief Investment Officer
Community Capital Management
tcohen@ccmfixedincome.com

Jayne Battey

Judi Brown

Chris Cort

Managing Director
Miramar Environmental
jayne@miramarenv.com

MPA Candidate
Presidio Graduate School
judi.brown@presidioedu.org

Chief Investment Officer
Compass Wealth Advisors
chris@compasswealthadvisors.net

Manfred Bauer

Josh Carter

Polly Cortez

Student
Northwestern University
mbauer@u.northwestern.edu

Managing Director
Bank of America Merrill Lynch
joshua_carter@ml.com

Federal Bank Examiner
OCC, US Treasury
Polly.cortez@occ.treas.gov
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Rani Croager

Frank Felicelli

Jamie Gardner

Co-Founder and Vice President
Cooperative Education Ventures
rlcroager@gmail.com

Managing Director
Fiduciary Trust International
ffelicelli@ftci.com

Principal
JHGardner Consulting
jamie@jhgardner.com

Colby Dailey

Lyz Ferguson

Michael Garvey

Associate Director
Pacific Community Ventures
cdailey@pcvmail.org

Managing Director
Drexel Oceania LLC
lyzferguson@hotmail.com

Intergovernmental Liaison
The Grand Boulevard
garveys5@hotmail.com

Michael D'Amico

Bert Feuss

Ryan Gerlach

CEO
Alpha Internet Systems, Inc.
alphais@alphais.com

Vice President, Investments
Silicon Valley Community Foundation
bwfeuss@siliconvallecf.org

MBA Candidate
Presidio Graduate School
ryan.gerlach@presidiomba.org

Stephen DeBerry

Jon Finney

Danielle Ginach

Chief Investment Officer
Bronze Investments
stephen@bronzeinvestments.com

Senior Analyst
CTC Consulting
jon.finney@ctcconsulting.com

MBA Candidate
Presidio Graduate School
Danielle.Ginach@gmail.com

Peter Deragon

Nick Flores

Corinne Goodrich

Director
Stanton Chase International
p.deragon@stantonchase.com

Vice President
Emcor
nflores@emcor.com

Manager of Strategic Development
San Mateo County Transit District
goodrichc@samtrans.com

Carolyn Diaz Roberts

Noah Flower

Michael Grossman

Senior Vice President, Investments
Leading Edge Investment Advisors, LLC
croberts@leia.net

Director of Knowledge
Monitor Institute
nflower@deloitte.com

Director, Liquid Assets
New Island Capital
mgrossman@newislandcap.com

Tamara Drossart

Jonathan Floyd

Sarah Ham

Marketing and Business Development
Cutting Edge Capital
tamara@cuttingedgecapital.com

Senior Associate
Hamilton Lane
jfloyd@hamiltonlane.com

Associate
DBL Investors
sarah@dblinvestors.com

Dorothea Dutton

Ian Galloway

Julie Hammerman

Vice President, Private Client Reserve
US Bank
dorothea.dutton@usbank.com

Senior Research Associate
Federal Reserve Bank of San Francisco
ian.galloway@sf.frb.org

Impact Investing Strategist
Silver Bridge Advisors
juliehammerman@yahoo.com
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Robert Harkins

Carla Javits

Ronny Kraft

Executive Director
MorganStanley Alternative Invst. Partners
robert.harkins@morganstanley.com

President
REDF
cjavits@redf.org

Transportation Planner
HNTB
kraftr@samtrans.com

Susan Harper

Jim Johns

Tara Kramlich

Senior Vice President
Bank of America
susan.harper@bankofamerica.com

President
Vios Asset Management
jimj@viosasset.com

Partner
Atalanta Capital
tara@atalantacapital.com

Brenda Hattery

Emily Johnstone

Natalie Kwan Lloyd

Business Consultant
StartupAnywhere
brenda.hattery.wg00@wharton.upenn.edu

Director
AFL-CIO Housing Investment Trust
ejohnstone@aflcio-hit.com

Trustee
SamCERA
nekwan@gmail.com

David Hattery

Vicki Joseph

Michael Lebow

Engineer
DBH Consulting
consulting@hattery.org

Vice President, Community Development
Citi
Victoria.l.joseph@citi.com

Student
Haas School of Business
michael_lebow@mba.berkeley.edu

Paul Herman

Avary Kent

Charisse Lebron

CEO
HIP Investor
rpaulh@gmail.com

Co-Founder
Impact IQ
avaket@gmail.com

District Director
Office of Nora Campos
Charisse.Lebron@asm.ca.gov

Roxane Herrera

Jenn Kimbal

Holden Lee

Investment Officer
COIN
roxane.herrera@insurance.ca.gov

Student
Haas School of Business
Jenn_kimbal@mba.berkeley.edu

Managing Director
Cambridge Associates
holee@cambridgeassociates.com

Heather Hood

Niko Klein

Douglas Lezameta

Director of Programs
Enterprise Community Partners
hhood@enterprisecommunity.org

Researcher
Imprint Capital
niko@imprintcap.com

Executive Director
RENACER
douglas.lezameta@renacerus.org

Mike Ibarra

John Kosecoff

Edward Liebst

Senior Vice President
MEPT
MIbarra@lbutler.com

Principal
Fundamental Invst. Research and Mgmt.
johnkosecoff@gmail.com

Chief Financial Officer
East Bay Community Foundation
tliebst@eastbaycf.org
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Bill Lomax

Stephanie Moulton-Peters

Eduardo Rallo

Director
Capital Dynamics
wlomax@capdyn.com

City Councilmember
City of Mill Valley
smoultonpeters@comcast.net

Managing Partner
Pacific Community Management
erallo@pcvmail.org

Jim Mather

Dyana Nafissi

Noni Ramos

Director of Multifamily Lending
Housing Trust of Silicon Valley
jim@housingtrustsv.org

Vice President
Boston Private Bank
dnafissi@bostonprivatebank.com

Chief Lending Officer
Enterprise Community Loan Fund
nramos@enterprisecommunity.org

Jessica Matthews

Alison Nemirow

John Rennels

Associate Director
Cambridge Associates
jmatthews@cambridgeassociates.com

Associate
Strategic Economics
anemirow@strategiceconomics.com

Principal Property Development Officer
SF Bay Area Rapid Transit District (BART)
jrennel@bart.gov

Carla Mays

Alex Nisichenko

Lisa Richter

Founder and CIO
Mays Social Capital Solutions
mays.carla@gmail.com

MBA Candidate
Haas School of Business
alex_nisichenko@mba.berkeley.edu

Principal
GPS Capital Parters
lrichter@gpscapitalpartners.com

Jennifer Mitrenga

Stacie Olivares-Castain

Robert Rodriguez

Senior Vice President
Opportunity International
jmitrenga@opportunity.org

Managing Director, COIN
California Department of Insurance
stacie.olivares-castain@insurance.ca.gov

Senior Consultant
rarodriguez60@me.com

Kim Mondelli

Elena Pons

Stephanie Rupp

Advisor
CSG Advisors
kim_mondelli@yahoo.com

Associate Director
Sonen Capital
epons@sonencapital.com

CEO
Toniic
stephanie.cohn.rupp@toniic.com

Christopher Montano

Carol Pranka

Darryl Rutherford

Senior Consultant
Veregy Consulting
chris.montano@gmail.com

Business Programs
USDA Rural Development
cpranka@comcast.net

Regional Manager
Federal Reserve Bank of San Francisco
darryl.rutherford@sf.frb.org

Mark Moulton

Monica Pressley

Patrick Sagisi

Executive Director
Housing Endowment and Regional Trust
mmoulton@heartofsmc.org

CFO
The San Francisco Foundation
rschutz@sff.org

Associate
DBL Investors
patrick@dblinvestors.com
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George Sands

Mark Sutton

Deborah Wigely

Senior Vice President
Pathway Capital Mgmt
georgesands@pathwaycapital.com

Policy and Program Analyst
Northern California Community Loan Fund
strutman2@yahoo.com

Workforce Intermediary
California Health Collaborative
dwigely@healthcollaborative.org

Liz Sessler

Julia Sze

Georgette Wong

Senior Investment Marketing Manager
Enterprise Community Partners
lsessler@enterprisecommunity.org

Managing Director
Sonen Capital LLC
jsze@sonencapital.com

CEO
Correlation Consulting
georgette@correlationconsulting.com

Vince Siciliano

Karim Tahawi

Andrew Wu

CEO
New Resource Bank
vince.siciliano@newresourcebank.com

Vice President
Stifel
Tahawik@stifel.com

Special Projects
Single Stop USA
andrewchaowu@gmail.com

Morgan Simon

Neshie Tiwari

Gregg Wurster

CEO
Toniic
morgan.simon@toniic.com

Attorney
IM Compliance Consulting
neshiet@yahoo.com

Principal
Triple G
gregg.wurster@alumni.duke.edu

Paul Solli

Nicolette van Exel

Sabrina Yih

Partner
Aperio Group LLC
psolli@aperiogroup.com

Director, Corporate Social Responsibility
SAP
nicolette.vanexel@sap.com
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CONFERENCE SUMMARY

The Federal Reserve Bank of San Francisco was pleased to host the Bay Area Impact Investing
Conference on Tuesday, May 7, 2013 to discuss how and why institutional investment pools can participate
in Impact Investing activities in the Bay Area. At this conference, these impact investment strategies
focused on regional investments that first and foremost, meet our fiduciary requirements for risk and return
expectations, but that also include particular Environmental, Social, and Governance factors, Socially
Responsible investing criteria and align at least part if not all of the portfolio, even across all asset classes,
with some degree of intentional impact on the mission to keep the Bay Area economy strong, diverse and
innovative.
Beginning this conference, a noted Bay Area economist, Dr. Sean Randolph, President and CEO of the Bay
Area Council Economic Institute, presented an overview of the Bay Area economy, its strengths and
investment challenges. Two thought leaders in impact investing, Ben Thornley of Insight of Pacific
Community Ventures and Georgette Wong, curator of the Take Action of Impact! Conferences and
President of Correlation Consulting, joined by moderator Jessica Matthews of Cambridge Associates, an
institutional investment consulting firm, described what Impact Investing broadly means, its development,
opportunities, challenges and infrastructure. We presented some examples of past and existing Bay Areafocused investments that have shown financial success and overall positive impact, including private equity
investments and its powerful job creating impact in inner cities in the Bay Area, while earning very attractive
returns.
We looked at Community Development Financial Institutions (CDFIs) and their unique role in community
development and prosperity, including transportation oriented development and affordable housing through
public/private partnerships. The complexity of deal structures and the necessary collaboration between
public and private investors make community investing difficult for fiduciary/private asset owners to
participate in directly. Understanding the role of each of the players in community investing and working to
provide size and liquidity to match and leverage public resources and incentives can result in faster
transformation of our communities through capital investments.
The conference also addressed research on model stock and bond portfolios for small, place-based
fiduciaries. We can demonstrate that mission alignment in the public sector can achieve market rates of
returns and have a positive social and/or environmental impact in our communities. We saw highly
impactful and highly profitable private equity investments in the Bay Area take advantage of the unique
venture investing concentration and success of the Bay Area while creating jobs and wealth.
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Through a conversation with David Chen, recent past chairman of the Portland branch of the Federal
Reserve Bank of San Francisco and current private investor in sustainable real asset pools, we discussed
that our fiduciary duty need not be compromised when we seek to include Impact in our portfolio
considerations. Indeed, the inclusion of other stakeholders, such as employees, the community and the
environment in addition to shareholders, is evolving to be the more prudent fiduciary standard. The
adoption of the larger stakeholder constituency mindset is more dominate in European and Australian
investors.
Working together to develop careful financial structures, due diligence and prudent investment policies and
processes, we can create appropriate vehicles in all asset classes in order to implement impact investing
strategies in the Bay Area. Gathering support, interest and critical mass will drive the formation of new Bay
Area Impact Investments across a continuum of risk, return, liquidity and impact. For example, a family of
funds that included stocks, bonds, real estate, infrastructure and private equity and debt/venture/ growth
funds could catalyze more investment dollars into all types of Bay Area investments to help our unique and
special region keep its competitive advantages, extraordinary talent, diversity and prosperity long into the
future. It could also align investments with a community development mission, partially relieving the scarcity
of investable dollars formerly provided by now-strapped municipalities, and recycling a small portion of
global investment portfolios back into our own region.

Bonds

Stocks
BAY AREA NONPROFIT
Family of
Funds
+Funds of
Funds

Private
Equity/
Venture
Capital

Real
Estate

Infrastructure
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The Bay Area is uniquely positioned to capitalize on this opportunity:
 The Bay Area has a history of successfully building stock, bond, infrastructure, real estate and
private equity/venture capital funds focused on the Bay Area, providing a proven source of subadvisors.
 The Bay Area is populated with a variety of interests already aligned with promoting economic
growth, supporting public/private partnerships, and collaborating to improve economic conditions in
the Bay Area.
 The Impact Investing Initiative could capture the growing interest in impact investing, provide a
steady flow of new investment dollars, and create a new revenue source for future opportunities,
grants and partnerships.
 The Bay Area is a leader in policy development and building consensus, creating new solutions,
and could promote investing by fiduciaries into regional capital markets opportunities and
infrastructure in the Bay Area.
We can envision a Bay Area Impact Investing Initiative (BA III or the BA “Triple I”) that can create a family of
funds that provides these five asset classes in separate funds. Key to implementing this vision is finding the
support in our community from investors in many forms.











A fiscal agent
Team Coordinator/ Market Research/ Asset Gathering
Administrative / infrastructure / back office operations
Legal services
Physical space and support
Donors for underwriting start-up expenses
Early investors through Social Impact / Pay for Success contracts/bonds
Investors for senior debt at market rates
Equity investors for ownership
Asset owners to pledge assets for management in the Bay Area Impact family of funds.

As a result, investments in the Bay Area would increase, positively impacting our communities and
supporting the Bay Area’s competitiveness into the future.
Supporters of the BA III can create an Advisory Council to develop the longer term goals and objectives for
the Initiative, create a framework for investment services, and identify resources to start the funding,
pledging and asset gathering work that will lead to critical mass and more impact through our capital as we
intentionally invest to positively impact our Bay Area economy.
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Impact Investing for Small, Place-Based Fiduciaries:
The Research Study Initiated by the United Way of the Bay Area
Impact Investing is a strategy that intentionally aligns the investments of an organization with its mission,
achieving both a prudent financial return and a positive impact on the mission.
As a fiduciary for non-profit and public funds for many years, and as an investment professional, I
became intrigued with the question of how one could adopt an investment strategy that could align with
an organization’s mission while adhering to traditional fiduciary standards. In my case, the United Way
of the Bay Area offered an opportunity to research and develop a potential investment process and
possible structure for its endowment fund that would align with its mission to reduce poverty in the Bay
Area.
Most fiduciaries of institutional funds (public defined benefit plans, endowment funds and quasiprivate/public foundations) have been reluctant to adopt Impact Investing, Socially Responsible Investing
(SRI) or Environmental, Social and Governance (ESG) factors in their investment policies and
philosophies, for many reasons. Primarily, such social impact factors are deemed to be limiting to the
opportunity set of investments and therefore imply a financial return that is potentially sub-standard. As
fiduciary duty interpretations have evolved over the years, current practices seem to dictate a sole focus
on achieving a maximum rate of (risk-adjusted) return without any regard to the social or environmental
externalities in the world today. Resource scarcity, such as energy or water, or other limits to growth, and
the consequences of climate change, are risks in our future that are not incorporated into standard Modern
Portfolio Theory and Capital Asset Pricing Models, which base risk model factors (correlations) on
historical asset class relationships.
Nonetheless, current practices of fiduciary standards today would consider creating portfolios that would
incorporate ESG factors or positive social impact intentions in addition to prudent financial returns only if
they can be shown to be ‘economically indistinguishable’ from traditional investment opportunities as
measured against standard (backward-looking) benchmarks. Therefore, we will apply this more narrow
interpretation and consider only investments that do not suggest a sacrifice in expected returns.
We were challenged to identify if and how a model portfolio could be built for a small, place-based
endowment fund, like that of the United Way of the Bay Area (UWBA) and whether our stock and bond
investments could be aligned with our mission to reduce poverty in the San Francisco Bay Area, without
deviating from our fiduciary responsibilities. The Ad Hoc Committee, consisting of some senior staff and
members of the board and investment committee, undertook the challenge to create a process that (1)
would identify appropriate investments, (2) design a model portfolio, (3) test that portfolio against
current financial theory, traditional metrics of risk and return expectations and traditional diversification
standards, (4) seek alignment with the long term goals and objectives of the organization, and (5) meet
our fiduciary duty as defined by UPMIFA (Uniform Prudent Management of Institutional Funds Act) and
Prudent Investing standards.

Impact Investing
Impact Investors can be classified into three main categories: Impact First (primarily seeking to
maximize impact while secondarily expecting financial returns, if any, i.e., the grant); Investment First
(fiduciaries primarily seeking market-rate or premium returns and secondarily (if at all) seeking a positive
social or environmental impact); and Catalyst First (seeking to give or invest to collaborate to build the
Impact Investing industry and infrastructure).
Traditionally, Socially Responsible Investing (SRI) strategies were based on actively excluding
companies whose products or activities were contrary to an organization’s mission or beliefs. These SRI
strategies are primarily limited to the public equity portion of portfolios. SRI has produced a fairly large
number of choices of investing options and strategies in its screens or focus (for example, faith based
issues or green funds), and account for over 10% of global institutional equity assets.
Impact Investing is a more proactive, intentional strategy seeking to find investments that offer both a
strong financial return as well as a positive social and/or environmental impact. Impact investing
strategies can be implemented across all asset classes in a variety of investment vehicles, with varying
degrees of liquidity, performance expectations and impact. Equity investors that seek impact can apply
Environmental, Social and Governance (ESG) factors and screens and research corporate sustainability
reports (CSR) in their analysis to build portfolios of companies that are aligned with a particular mission
or goal. Equity investors can also impact corporate behavior through shareholder activism and proxy
voting. Fixed income investors can identify impact more directly than equity investors, particularly
through the community development and affordable housing bond markets, which are some of the
earliest, largest and most successful examples of impact investing. Long term investments in
infrastructure would have alignment and impact with many missions for healthy and diverse communities
and economic development. Real Estate and Private Equity /Venture Capital can have some of the
greatest impact through direct private equity and private debt, but often with less liquidity and
transparency. Global impact investment opportunities in all asset classes can have a huge impact on the
“Bottom-of-the-Pyramid”, the poorest and most vulnerable in our world, while also delivering strong
financial returns, as shown by micro-finance/micro-lending. Regionally-based impact investments for
place-based missions can also be effective as well as prudent and provide an opportunity to track impact
locally. Taking a whole portfolio approach, as directed by UPMIFA and prudent investor standards,
organizations and fiduciaries of institutional assets can build impact into any or all parts of a portfolio
with the appropriate intention, due diligence and oversight.
For our research, we determined that there are several characteristics to achieve to assure our fiduciary
standards were upheld: (1) have low fees, (2) use a rules-based and objective process, (3) be implemented
through professional (conflict-free) registered investment advisors, (4) be monitored through a prudent,
standard due diligence process based on traditional benchmarks, and (5) expect market-like returns. By
following a step-by-step process, beginning with a clear definition of the goals and mission of the
UWBA, we identified a number of investment themes that would be aligned with a poverty alleviation
mission.

Impact Investing Process*

UWBA Research Process

Articulate Mission and Values

UWBA goal:
Reduce Poverty in the Bay Area by ½ by 2020

Impact Themes

Community Development, Affordable Housing,
Job Training, Employment

Define Impact

Quantify jobs and growth, unemployment rates
decline, affordable housing units built,
transportation funding, etc.

Develop Impact Investing Policy

Develop Investment Policy: asset allocation,
liquidity requirements, risk budgeting,
spending, monitoring, etc.

Generate Deal Flow

Gather universe of ESG/Impact investment
managers in all asset classes, model portfolios

Analyze Deals and Evaluate Impact

Perform due diligence, monitor financial results
and social impact, test for comparable
performance and risks

Source: Solutions for Impact Investors: From Strategy to Implementation, Rockefeller Philanthropy Advisors

We were able to draw on UWBA staff, research and its roadmap as it achieves its goals to reduce poverty.
That helped us identify the social drivers that help to alleviate poverty, like job creation and affordable
housing. Corresponding objective criteria were identified that could act as proxies for reducing poverty.
We also were limited to the liquid public markets in stocks and bonds because the endowment fund at
UWBA is relatively small. The United Way ‘brand’ is typically funded through workplace giving by
corporate and philanthropic partners and passed through as grants and support instead of through raising
and maintaining a large endowment fund.
While there are now new databases and investment vehicles in many flavors of environmental and social
criteria and constraints, there were no existing “off-the-shelf” ESG –type equity mutual funds that
focused on poverty alleviation with a geographic spotlight on the San Francisco Bay Area. Fortunately,
there are many creative and brilliant financial and academic experts in the Bay Area who helped us find
our solution. Because job creation and employment reduce poverty, we sought to identify companies in
the Bay Area that were ‘good’ employers, believing that a good job with a good company that offered
good salaries and benefits, had good labor relations, and transparent and diverse management and
governance structures contributed to poverty reduction through steady employment.
This resulted in our plan to create a ‘Bay Area Employers’ index of companies headquartered in the San
Francisco Bay Area, including large employers who generally support the mission of UWBA. We found
that there already exists a Bloomberg Bay Area Index of nearly 400 companies headquartered in the Bay
Area, developed by the San Francisco Chronicle and Bloomberg in 2003 (symbol: BBACAX). It is a
cap-weighted index, with its top 5 companies representing 50% of the universe: Apple, Chevron, Google,
Oracle, and Wells Fargo. The following table shows how much tracking error the cap weighted index had
to the S&P 500, so the committee opted to use the index as the underlying universe and optimize that
universe against our benchmark rather than to cap-weight or equal-weight in order to minimize tracking
error.

Model Portfolios Structure

Tracking Error to S&P500

Tracking Error to S&P 500

BBACAX + 15

BBACAX

Cap Weighted

5.39%

6.17%

Equal Weighted

15.68%

15.81%

Optimized

2.68%

2.82%

Model Sector Allocations

GICS Sector
Consumer Discretionary
Consumer Staples
Energy
Financials
Health Care
Industrials
Information Technology
Materials
Telecom Services
Utilities
Wtd Avg Mkt Cap

Optimized
BBACAX – HQ

10.14%
7.20%
13.18%

S&P 500
10.60%
10.50%
13.10%

16.36%
13.50%
5.48%
27.09%
0.55%
0.00%
6.52%

14.75%
11.42%
10.95%
18.72%
3.65%
2.93%
3.37%

$ 84 billion

$ 94 billion
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Except for Telecommunications Services, all major industries are represented in the Bay Area. We are
overweighted in Information Technology, Financials and Health Care and underweighted in Industrials
and Materials. Our surprisingly diverse and remarkably robust region is the 19th largest economy in the
world, and is home to the second largest concentration of Fortune 500 companies in the world. We
recognized however, that there are some sectors and companies that should be better included in our
universe to reduce tracking error and more closely represent some of the largest employers in the Bay
Area. Bank of America is no longer headquartered here, nor is Pac Bell, (now ATT) but both, as well as a
dozen others companies are significant local employers and supporters of UWBA. Including those extra
companies helped create a universe of companies from which we could build a unique portfolio aligned
with our social mission and geographic focus, which we call BBACAX + 15.
We determined a series of social criteria that would be proxies for identifying companies that could be
classified as being ‘good employers’ (S), having ‘good management’ (G) and behaving as ‘good
environmental stewards’ (E) in the Bay Area. We ranked those criteria and used objective data sources to
identify companies who rated well in these ESG criteria to create a custom score for each company in the
universe. Identifying only the top handful of criteria that are relevant to a poverty alleviation mission

meant that we did not dilute the screening intentions with too many factors.

Customized Social Screens

•
•

25 Categories – Focus Group consensus recommendations
Alignment with drivers of poverty reduction
Highly Relevant to Poverty

Moderately Relevant

Low Relevance

Not Relevant

Job Creation

Human and Employee Rights

Gambling

Labor Relations

Workforce Diversity, including
Sexual Orientation

Tobacco
Alcohol
Adult Entertainment
Animal Testing
Bioethics
Firearms
Life/Choice
Military
Nuclear Power

Recognition (Corporate)
Environmental
Corporate Governance Metrics
Auditing Practices
Board Accountability
Board Composition
Board Independence
CEO Compensation
Company Ownership
Shareholder Rights
Takeover Defenses
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Developing weights for those factors, through a consensus voting process by the committee and staff, we
created a custom scoring system unique to our mission. Each company/stock in the universe would be
evaluated on is custom ESG score as well as its fit in the portfolio structure as measured by its
contribution to diversification and minimizing tracking error.

Social & Geographic Criteria

•
•
•
•

Labor
Relations

Focus Group consensus sample criteria recommendations
Weightings: High is 2x Medium, Medium is 2x Low
Exclusions: Gambling (use 20% threshold)
Positive Scoring: based on objective data
– Job Creation (High): defined by Universe of Bay Area employers

Recognition
Diversity
Sexual
Orientation
Environme
ntal Toxics

Criteria

Data Elements

Importance

Labor Relations

High

Recognition

Evaluation of Relationships with
Organized Labor
Workplace and Diversity

Diversity

Total Workforce and Management

Sexual Orientation

Non-discrimination Statement Same Sex
Benefits

Medium

Environmental

Toxic Release Information and Spills

Human Rights

Global Sullivan and Global Compact

Corporate
Governance

Governance Metrics Grades.

Medium

Weighting

% of Total

4

22%

High

4

22%

Medium

2

11%

2

11%

Medium

2

11%

Medium

2

11%

2

11%

Human
Rights
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Using computer-driven portfolio optimization programs at the Aperio Group of Sausalito, CA (an
investment firm that builds custom portfolios) we developed a series of portfolios with varying levels of
custom ESG scores and tracking error to the Russell 3000. The goal was to create a model portfolio of
stocks that would maximize the aggregate custom ESG score while minimizing the tracking error to the

Russell 3000, thereby balancing idealism with pragmatism. We also tested three different underlying
universes of stocks, since we could see that the tracking error resulting from the geographic focus was
much greater than the tracking error resulting from the ESG screens. The three universes varied by the
degree to which the companies in the universe were headquartered in the Bay Area or not: 100%, 75% or
50%.
Sample Portfolios

Bay Area 19%
Screened Portfolio Version

R3000 Index

Benchmark

R3000

Model Universes

R3000 Index

Universe - Holdings

Bay Area Only -100%

Bay Area Co's 75% of portfolio

1
R3000

4
R3000

10

Bay Area 50% of portfolio
13

7

11

R3000
R3000
R3000
R3000
R3000
BBACAX+15 BBACAX+15 BBACAX+15 BBACAX+15 BBACAX+15
+25% other + 25% other +25% other +50% other +50% other

BBACAX+15 BBACAX+15
252

252

20.43

20.57

20.65

20.48

20.52

20.49

20.44

20.47

0.00

2.41

3.02

1.36

1.95

1.64

0.67

1.32

Model UWBA Social Score

46

51

65

50

65

60

49

65

Bay Area Weight%

19

100

100

75

75

75

50

50

Number of Holdings

2940

126

99

264

178

210

450

294

Average Market Capitalization, $Billions

87.9

80.0

93.2

89.0

89.0

89.5

89.8

91.6

Standard Deviation
Tracking Error vs. Benchmark, %

2,940

8

1,982

1,982

1,982

1,982

1,982
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Graphing the various portfolios that demonstrated the trade-off between tracking error and high-to-low
ESG scores, over the three universes, resulted in three ‘frontiers’. The resulting “middle” equity portfolio
(#13 in the chart above) seems to balance the desire for a highly rated ESG portfolio with the desire to
minimize tracking error to the benchmark. In this portfolio, the equity holdings, of which 75% are
headquartered in the Bay Area, compared with the Russell 3000 where 19% of the companies are
headquartered in the Bay Area. This model portfolio is tilted towards the companies whose practices
were aligned with positive employee relationships, good governance and good environmental practices.
Being optimized against our benchmark, the portfolio is expected to exhibit sector weightings, risk and
performance expectations similar to the Russell 3000, with a tracking error of 1.64%. The screens used in
the custom ESG scoring system improved from the basic ESG score for the Russell 3000 of 46 to the
model portfolio’s ESG score of 60, a 30% improvement for ESG criteria at a small (less than 2%) cost to
tracking the benchmark.

Choosing the parameters for the Model

•

Custom ESG Scores, Tracking Error, Geographic Focus

50% Bay Area

70

65

65

60

Model
50
UWBA
Custom
ESG Score 40

75% Bay Area

65 100% Bay Area

60
51

50

49

Russ 3000

30
20
10
0
0.00

0.50

1.00

1.50

2.00

2.50

3.00

3.50

Tracking Error vs. Russell 3000
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UWBA Model Portfolio: “Impact Bay Area”

– Benchmarks: R3000, Barclays Aggregate
Model Equity Universe
Universe – Holdings
Standard Deviation
Tracking Error vs. Benchmark, %
Model UWBA Social Score
Bay Area Weight%
Number of Holdings
Average Market Capitalization, $Billions

BBACAX+15+
25% other

Russell 3000 Index
2,940

1,982
20.49
1.64
60
75
210
89.5

20.43
0.00
46
19
2940
87.9

– Fixed Income: Bay Area affordable housing, GNMA and FNMA, corporate and
taxable muni bonds
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This model equity portfolio is now more aligned with the core mission of UWBA but can be expected to
earn market levels of return and experience similar risks as its benchmark. The model portfolio
(backtested) historical performance of the model portfolio was within range of the projected tracking

error, with the model portfolio outperforming its Russell 3000 benchmark for the two year period ending
December 31, 2012 10.83 % versus 8.42% annualized.

The UWBA fixed income strategy was easier to develop and implement. We found an existing fund that
was aligned with community development and reinvestment goals nationally. Community Capital
Management has a large institutional CRA (Community Reinvestment Act qualified) fund (symbol:
CRANX) that could earmark for UWBA a variety of San Francisco Bay Area regional bonds, such as
Affordable Housing and Redevelopment Agency bonds, local specific GNMA and FNMA single and
multi-family mortgages, some special community development (Small Business Administration), and
corporate / regional Salvation Army bonds. Our performance would be that of the entire fund,
benchmarked against and tracking the Barclays Aggregate bond index, which addresses our fiduciary duty
and meets our goal to align with the mission. With the earmarking process, UWBA would be able to
track its local impact footprint.
The San Francisco Bay Area will need to continue to invest in itself to stay competitive and deliver
cutting-edge thought, product and service innovation. Identifying how fiduciaries can invest locally, in
stocks, bonds, infrastructure, real estate and private markets regionally, can provide a new source of funds
for investment in Bay Area competitiveness into the future.
While we recognize that a small portfolio of stocks and bonds would have a limited, indirect impact on
poverty at best, we hope that the potential public conversation about building a prudent portfolio under
current fiduciary standards that is aligned with a specific place-based mission could have a much larger
impact on influencing the flow of funds into needed public/private, regional, community-based
investment opportunities and perhaps also help to act as a model for other regions. We urge continued
collaboration between the participants in all sectors to explore how to use fiduciary capital, in all asset
classes (equity, fixed income, infrastructure, real estate and private capital) to transform our economy, to
invest in our region, state and infrastructure, and to create a future that will continue to foster prosperity,
innovation and shared economic growth in the San Francisco Bay Area for generations to come.
May 7, 2013
Lauryn Agnew
Seal Cove Financial
www.sealcovefinancial.com
laurynagnew@sealcovefinancial.com

For a complete list of references, definitions, links, sources, and acknowledgements, please see the full
report posted on the website of the Federal Reserve Bank of San Francisco:
http://www.frbsf.org/publications/community/wpapers/2012/wp2012-05.pdf

Please note: The United Way of the Bay Area was the initial seed ground of this study. It has not endorsed and
does not support any particular investment strategy at this time.

Lauryn Agnew
Seal Cove Financial
May 7, 2013
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Agenda
 Overview of SRI, ESG, Impact Investing
 Fiduciary Duty and UPMIFA

 Defining a Process, Aligning with Mission
 Building a Portfolio
 Testing the Portfolio

 Policies
 Implications

 The Investment Committee of the United Way of the Bay Area researched and developed
the following process for constructing a model portfolio that would align with its
mission to reduce poverty while also complying with traditional fiduciary standards.
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SRI and ESG
 SRI: Socially Responsible Investing
Tobacco, weapons, Apartheid

 Exclude companies that make or do ‘bad’


 Proactively screen for ‘good’ companies
 Public equity space

 ESG: Environmental, Social, Governance

 Business management strategies that mitigate future
unknown risks

 Proactive corporate responsibility and reporting

 Public equity space and corporate bonds
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Impact Investing

 Impact Investing: an intentional strategy to align
investments with mission






Can include all asset classes
Some asset classes bring bigger impact
Defining the mission focuses the investments
Fiduciary duties considered
UPMIFA – the standard of conduct for fiduciaries of
institutional assets like endowments, private
foundations and quasi-public funds like UWBA
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UPMIFA & Fiduciary Duty

 Uniform Prudent Management of Institutional Funds Act
 Prudent Person Standard, Whole Portfolio concept
 Consider institutional characteristics for investment
and spending policy (> 7% = imprudent)




Its mission, duration and preservation, purpose, and its other
resources
Liquidity, expected portfolio return, general economic
conditions, inflation (or deflation), monitor costs

 Duty of Loyalty – no conflicts of interest

 Duty of Care – to know and follow the laws, be impartial
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Aligning Investments with Mission
 UWBA Mission:

 To cut poverty in the Bay Area by ½ by 2020

 Investment Committee mission:

 To study and recommend a process and options
 For building a diversified portfolio
 That offers comparable risk and return

 That aligns with the poverty mission and Bay Area focus
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Impact Investing Continuum






Source: Take Action ! For Impact conference panel

Program Related Investing (PRI) specific for foundations
 Primary motivation is social impact; financial return can vary
Mission Related Investing (MRI) specific for foundations
 Supports mission
 Returns can vary; greater emphasis on competitive returns
Impact Investing * ESG/Sustainable * Triple Bottom Line
Market Rate (or greater) Financial Return + Social Impact
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Impact Investing Themes
(Source: Solutions for Impact Investors: From Strategy to Implementation, Rockefeller Philanthropy Advisors, p. 64-65.)

8











Perform due diligence , monitor financial
results, and social impact, test for comparable
performance and risks

Gather universe of ESG/Impact investment
managers in all asset classes, model portfolios

Develop Investment Policy: asset allocation,
liquidity, risk budgeting, spending,
monitoring, etc.

Quantify jobs and growth, unemployment
rates decline, affordable housing units built,
transportation funding, etc..

Community Development, Affordable
Housing, Job Training, Employment

 UWBA Goal: Reducing Poverty in the
Bay Area by ½ by 2020

Impact Investing Process: UWBA Research Process
 Articulate Mission and Values
 Create Impact Themes

 Define Impact
 Develop Impact Investing
Policy
 Generate Deal Flow

Source: Solutions for Impact Investors: From Strategy to
Implementation, Rockefeller Philanthropy Advisors

 Analyze Deals and Evaluate
Impact


9

Model Fixed Income Portfolio







* CRA = Community Reinvestment Act ** CDFI = Community Development Financial Institution

Taxable Municipal Bonds, Redevelopment Agency
Bay Area Small Business Administration bonds
Bay Area GNMA and FNMA Affordable Housing bonds
Salvation Army (corporate)
CDFI deposits in Bay Area

 Geographically focused on SF Bay Area

 Earmarked bonds for CRA credit

 Benchmark: Barclays Aggregate

 CRANX: $1.5 billion, intermediate term, investment grade fixed income

 Community Capital Management
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Building the Model Equity Portfolio
 Target Characteristics:





Transparency
Low fee
Rules and Process Based
Risk and Returns must be competitive to a traditional
market portfolio
Consider SRI and ESG screens
Shareholder activism

 Indirect impact expected from public equities
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Equity Universe
 BBACAX – Bloomberg Bay Area Index
Cap weighted, Inception 2003

 383 companies headquartered in the Bay Area


Apple, Chevron, Oracle, Google, Wells Fargo

 Characteristics of the universe: Top 5 stocks = 50% of portfolio


26.94

13.17

30.69

1.11

24.47

7.89

0.14

1.00

20.91

3.34

86.30

0.12

1.15

21.86

4.49

0.00

100.00

0.06

1.00

17.73

2.94

5 - Year

Anlzd Return

17.66

1.00

0.31

100.00

1.68

#N/A

as of 6/30/11
3 -Year

Anlzd StdDev

1.31

2.32

89.29

0.00

0.18

1 - Year

Beta

1.52

100.00

4.64

#N/A

BBACAX S&P 500

Sharpe Ratio

95.09

0.00

0.55

BBACAX S&P 500

R-Squared

-10.35

#N/A

BBACAX S&P 500

Anlzd Alpha

-0.66

Description*

Info Ratio
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$ 84 billion

10.14%
7.20%
13.18%
16.36%
13.50%
5.48%
27.09%
0.55%
0.00%
6.52%

$ 94 billion

S&P 500
10.60%
10.50%
13.10%
14.75%
11.42%
10.95%
18.72%
3.65%
2.93%
3.37%

Optimized
BBACAX – HQ

Model Sector Allocations
GICS Sector
Consumer Discretionary
Consumer Staples
Energy
Financials
Health Care
Industrials
Information Technology
Materials
Telecom Services
Utilities
Wtd Avg Mkt Cap
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Analyzing the Model Portfolio
 Tracking Error
 Benchmark: Russell 3000
 Market cap range
 Sector exposure

 Add other large employers and donors to universe


Roche (Genentech), Comcast, Franklin Templeton, Marriott,
ATT, Bank of America, UPS, Macy’s, Costco, Nordstrom,
Western Digital, and others

 Add but underweight more non-HQ Bay Area
companies/employers
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2.68%

15.68%

5.39%

BBACAX +15

2.82%

15.81%

6.17%

BBACAX

 Tracking Error to S&P 500

Model Equity Portfolio Structure
 Model portfolios:

 Cap Weighted
 Equal Weighted

 Optimized
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Adding Social Criteria to the Model Portfolio
 Objective process for Social Screens
 Choosing screens
 Weighting Criteria
 Customized Scores
 Data elements identified
 Testing for impact
 Geographical + Social screens

Our thanks to Aperio Group and IW Financial

 Tracking Error
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Customized Social Screens

 25 Categories – Focus Group consensus recommendations

Job Creation

Highly Relevant to Poverty

Human and Employee Rights

Moderately Relevant

Gambling

Low Relevance Not Relevant

 Alignment with drivers of poverty reduction

Labor Relations

Tobacco
Alcohol
Adult Entertainment
Animal Testing
Bioethics
Firearms
Life/Choice
Military
Nuclear Power
Workforce Diversity, including
Sexual Orientation

Recognition (Corporate)
Environmental
Corporate Governance Metrics
Auditing Practices
Board Accountability
Board Composition
Board Independence
CEO Compensation
Company Ownership
Shareholder Rights
Takeover Defenses
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Labor
Relations

Social & Geographic Criteria
 Focus Group consensus sample criteria recommendations

2
2

2

4
2

11%

11%
11%

11%

22%
11%

Human
Rights
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Environme
ntal Toxics

Sexual
Orientation

Diversity

Recognition

% of Total

2

Importance Weighting
High
4

High
Medium
Medium
Medium
Medium
Medium

22%

 Weightings: High is 2x Medium, Medium is 2x Low
 Exclusions: Gambling (use 20% threshold)

Toxic Release Information and Spills
Global Sullivan and Global Compact
Governance Metrics Grades.

Data Elements
Evaluation of relationships with
organized labor
Workplace and Diversity
Total Workforce and Management
Non-discrimination Statement Same
Sex Benefits

Job Creation (High): defined by Universe of Bay Area employers

 Positive Scoring: based on objective data


Criteria
Labor Relations

Recognition
Diversity
Sexual
Orientation
Environmental
Human Rights
Corporate
Governance

Tracking Error & Model UWBA Social Scores
 Objectives to balance and trade-off:

 Maximize our custom formula for ESG scores
 Determine a minimum portfolio Social Score

Determine a maximum tracking error – risk tolerance

 Minimize tracking error to Russell 3000


 Geographic focus: HQ only or HQ focused


Bay Area companies as % of portfolio
100%, 75% or 50% of the portfolio must be HQ’d in Bay Area
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Bay Area Only -100%

10

Bay Area Co's 75% of portfolio

Sample Portfolios:
Bay Area 19%

8

13

11

Bay Area 50% of portfolio

7

1,982

20.44

1,982

1.32

20.47

1,982

4

1,982

20.49

0.67

65

1

1,982

20.52

1.64

49

50

R3000 Index

252

20.48

1.95

60

50

294

Screened Portfolio Version

252

20.65

1.36

65

75

450

91.6

R3000

2,940

20.57

3.02

50

75

210

89.8

R3000

Universe - Holdings

20.43

2.41

65

75

178

89.5

R3000

Standard Deviation

0.00

51

100

264

89.0

Benchmark

Tracking Error vs. Benchmark, %

46

100

99

89.0

R3000
R3000
R3000
R3000
R3000
BBACAX+15 BBACAX+15 BBACAX+15 BBACAX+15 BBACAX+15
+25% other + 25% other +25% other +50% other +50% other

Model UWBA Social Score
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126

93.2

BBACAX+15 BBACAX+15

Bay Area Weight%

2940

80.0

R3000 Index

Number of Holdings

87.9

Model Universes

Average Market Capitalization, $Billions
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Choosing the parameters for the Model

70
60
50
40

Russ 3000

0.50

49

1.00

60

50% Bay Area
65

50

1.50

65

2.00

75% Bay Area

51

2.50

3.00

3.50

65 100% Bay Area

 Custom ESG Scores, Tracking Error, Geographic Focus

Model
UWBA
Custom
ESG
Score
30
20
10
0
0.00

Tracking Error vs. Russell 3000
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UWBA Model Portfolio
“Impact Bay Area”
 $4 million: 65% Equities, 35% Fixed Income

Tracking Error vs. Benchmark, %

Standard Deviation

Universe – Holdings

60

1.64

20.49

BBACAX+15+25% other
1,982

19

46

0.00

20.43

Russell 3000 Index
2,940

 Benchmarks: R3000, Barclays Aggregate

Model UWBA Social Score

75

2940
87.9

Model Universe

Bay Area Weight%

210
89.5

Number of Holdings
Average Market Capitalization, $Billions

 Fixed Income: Bay Area bonds
 Impact Report: to be developed
 Someday?
 An “Impact Bay Area” family of funds:
Stocks, bonds, private equity, infrastructure, venture capital, real estate
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Implications

 Market rates of returns + positive social impact can
bring fiduciary assets like defined benefit plans
and community and private foundations to impact
investing

 Infrastructure and community investing
 Transportation oriented affordable housing development
www.bayareatod.org
www.grandboulevard.org

 Long term funding + source of liquidity

 Public/Private Partnerships

 Pledge 1-2% to local/regional investments
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Please note: The United Way of the Bay Area was the initial seed ground for this study. It will
follow developments in this new field with interest. UWBA has not endorsed and does not
sponsor any particular investment strategy at this time.

Currently, Lauryn is a trustee on the Board of the San Mateo County Employees’ Retirement
Association (SamCERA), a defined benefit plan with $2.5 billion in assets. She is the Chair of both
investment committees at the United Way of the Bay Area and the Girl Scouts of Northern
California, and is a member of the finance committee of the Immaculate Conception Academy of
San Francisco. Born in Wyoming, Lauryn grew up in Montana and earned her BA degree in
Economics from Whitman College in Walla Walla, Washington and her MBA in Finance from the
University of Oregon. In the Bay Area, she is a member of the CFA Society of San Francisco and
the Financial Women's Association of San Francisco.

Her investment experience includes the sell-side (Smith Barney and Lehman Brothers in
institutional equity sales on the trading desk), the buy-side (Harris Bretall and Wentworth Hauser
and Violich, as director of sales and marketing), and forming her own consulting firm as well as cofounding two investment management companies: a hedge fund and an asset management firm.

With nearly three decades of experience in developing and implementing strategies in the
institutional investment industry, Lauryn Agnew serves as a resource to non-profit organizations
for investment consulting services and provides fiduciary education and trustee training for public
fund and non-profit board and committee members. She also offers strategic marketing analysis
and recommendations to firms with specialized investment strategies through her company Seal
Cove Financial (www.sealcovefinancial.com) .
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It is often said these days that the world is flat, and most would agree that its economies
are connected. So far, so good.
But the idea that every place is ultimately the same is wrong. Place matters, and the
global landscape is built on economic regions that leap like spikes from that otherwise
flat landscape. New York, London, Bangalore and Shanghai – places with powerful
aggregations of universities, talented people, finance and business – are examples. How
they connect drives the world's economy.
The good news is that we in the Bay Area live in one of those places.
A few facts: With a gross domestic product of $535 billion, the Bay Area ranks among
the world's top 20 economies. It is home to the second-largest number of Fortune 500
companies in the United States after New York, a high concentration of global
headquarters, more fast-growing companies than anywhere in the nation, nearly half of
the nation's top clean-tech companies and seven of its 10 top social-media companies.
This is enabled by the region's status as a super-hub for innovation. Its universities host
more top-10 graduate programs than anywhere in the country. It leads the nation in patent
generation and attracts 40 percent of all U.S. venture investment. While the U.S. share of
global venture investment has fallen as interest in China and India has increased, the Bay
Area's share has held firm, an indication of its strength as a place for innovative ideas and
entrepreneurs. Science, technology and professional positions account for a larger share
of jobs here than anywhere in the United States, and productivity growth is the highest in
the country.
By any standard, this is an enviable position. It is fraught, however, with anomalies and
vulnerabilities. Employment is at its lowest point in a decade and has yet to recover to
pre-2001 recession levels. Information technology, despite its impressive contribution to
the GDP, hasn't driven job growth. And while home values have declined in all Bay Area
counties since 2007 – as much as 50 percent in some – the cost of housing is still the
highest in the country.
Behind these numbers lie challenges. Chronically underfunded, the region's infrastructure
faces enormous capital needs that exceed the capacity of government budgets. K-12
academic performance is subpar by national standards, and dismal by global standards.
Cuts to higher education – including a 50 percent drop in support for the University of
California since 2002 – imperil innovation and our future workforce. In the meantime,
limitations on green cards and visas for students and educated workers from overseas
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threaten our access to talented, innovative people who for decades have helped our
economy grow.
In other words, while we can take some comfort in the fact that the Bay Area excels in
the present, there are clouds on the horizon. We are a region of growing contrasts:
success at the top, but a growing gap between those who can compete and win in the new
global economy and those who can't. Under-investment in our human and physical
capital suggests that this gap will worsen.
The good news is that we have both options and resources. The Bay Area is, after all, the
place the world looks to for innovation. What we need most is political will and, where
necessary, a willingness to change how we do business.
For example, public-private partnerships can bring private finance to the table to rebuild
infrastructure. Doyle Drive (the Presidio Parkway) from the Golden Gate Bridge to San
Francisco, is an example. Other countries have used public-private partnerships to rebuild
their schools and hospitals. Why not here? By sharing services, cities and counties can
save $300 million to $600 million annually, freeing funds for pressing priorities.
Streamlined permitting and reforming laws like California's environmental quality laws
can lower business costs and create new jobs. Educational innovation and investment in
21st century infrastructure such as high-speed rail can ensure that our economic
foundation is competitive.
If Washington and Sacramento are politically paralyzed, we in the Bay Area need not be.
To stay at the cutting edge and address its challenges, the region needs to shift gears and
forge new partnerships between business and government.
Other regions around the world have read our playbook and are scrambling to overtake
us. Whether they succeed will turn on our willingness to bring innovation to policy and
invest in the future.
By planning and acting more cohesively, we will be both a stronger competitor and a
better partner. In a world where cities and regions compete for prominence, the Bay Area
is an extraordinary place, and, in the end, place matters.
Sean Randolph is president and CEO of the Bay Area Council Economic Institute
( www.bayareaeconomy.org), which just released "Innovation and Investment: Building
Tomorrow's Economy in the Bay Area." To comment, go to sfgate.com/chronicle
/submissions/#1.
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