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1.0 Executive Summary

It is increasingly accepted today that development aid and philanthropic giving is not sufficient
to achieve sustainable solutions to the problem of poverty. This in particular light of the vast
sums of aid and philanthropic money that has gone into social and economic development in
developing countries over the last decade, with little substantial improvement in the lives of the
poor or in the major challenges we face on a global scale.

The recent financial crisis has, at the same time, graphically highlighted the flaws of
unregulated capitalism and free markets, and has placed market capitalism at a critical
crossroads. Whilst many still believe that free markets are the best form of resource
maximisation, we have to question: why has so much of the world been left behind as so many
have achieved disproportionate wealth? Simply because unregulated capitalism focused on
maximising financial wealth is not meant to solve social problems — indeed, it may exacerbate
them. The only way that pure profit-driven capitalism can survive is through the continued
denial of equitable economic benefit to a large part of the global population. It is impossible to
have massive wealth at one end of the scale without dire poverty at the other end. Poverty
graphically demonstrates an unequal distribution of the world's resources.

The extent of poverty in the world today is one of the greatest threats to sustainability the planet
faces today — precisely because it impacts on all the other challenges. At its core the problem
is exacerbated by separating components of value and focusing singularly on the need to
achieve just one of these: financial profit. The belief that the company exists only to create
economic value, shareholder returns and financial profit and that social value is something best
left to not for profit organisations, is a
fundamentally flawed assumption. The
resultant short-termism, the narrow focus
on continually increasing quarterly
earnings, maximizing financial profit,
promoting rampant consumerism and
living beyond our means has resulted in
poor investment decisions, with disastrous
effects on the global economy, the social
structure and the environment. The
capitalist system — and the world itself — is
balancing precariously on a single legged
stool.

The King 1 report clearly articulated a
counter view by pointing out that whilst it
may be true that the board of a company
is answerable to the company itself (and
not, in fact, as is commonly believed, to
the shareholders — each of whom are entitled to act in their own unique and selfish interest), it
is nevertheless imperative to sustainability that a board does not stop at this specific stipulation
of law. Increasingly it is apparent how, in the modern world, companies do not act in a vacuum
— they act within a community and this community is typically involved with the national
community and invariably with major international and multinational companies. The
Company’s approach to its activities, investments, profit motive and need to deliver returns
should be an inclusive one: one that takes account of the legitimate expectations of all
stakeholders and the broader societal and environmental needs of the community in which the
company operates. Indeed, it is now accepted that unless we widen our understanding of value
to look at social and environmental issues and also deal with issues of governance and
accountability, there will be little opportunity for the company to continue to respond to.
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The focus on corporate governance as a critical component of economic, environmental and
social well being has increased significantly to respond to the need for a more sustainable
approach to global sustainability. Governance is essential, firstly in providing the incentives and
performance measures to achieve business success, and secondly in providing the
accountability and transparency to ensure the equitable distribution of the resulting wealth. The
significance of corporate governance for the stability and equity of society is captured in the
broader definition of the concept offered by Sir Adrian Cadbury (2002): "Corporate governance
is concerned with holding the balance between economic and social goals and between
individual and communal goals. The governance framework is there to encourage the efficient
use of resources and equally to require accountability for the stewardship of those resources.
The aim is to align as nearly as possible the interests of individuals, corporations and society."

This approach acknowledges that all
investments have returns or potential returns
that in fact comprise of multiple parts — part
financial, part environment, part social value.
This is ultimately what is today referred to as
the “triple bottom line” or “blended value”
returns. Valuing the components of a triple
bottom line can maximise stability and
sustainability. If we can learn how to
structure capital and create investments
which capture all parts of the value that
capital could — and should — generate, we
can move towards a more sustainable form
of capitalism and use the infrastructure of the
markets to its optimal effect.

2.0 Social Capitalism and “New
Commercial Investments” *

It is clear that without fundamentally changing our thinking about the nature of capital markets,
finance and social investment — as individuals, as companies and as communities — we will not
achieve real and lasting change. Innovative solutions and new approaches are needed to
address the huge global imbalances that exist between the rich and the poor. We need to find a
way to bring the necessary capital for social development to the people that can make the best
use of it: whether these are social businesses, non profit organisations or social entrepreneurs.

By creating and adopting a rich diversity of strategies, all of which are now coming together
within the field of socially responsible investments (SRI), markets and business, capital and
commerce can be harnessed not simply for the creation of individual wealth but also for the
creation of prosperity and value in its fullest sense.

Perhaps, then, to reflect this momentum which aims to ensure both a financial profit and a
social benefit, we should begin to look at defining a model of Social Capitalism. Instead of the
more commonly used term “social finance” — which seems to preclude a financial profit motive —
the term Social Capitalism clearly suggests we are able to define a model that regards
socialism and capitalism not as mutually exclusive ends of a continuum but rather as principles
that can be integrated in the creation of a new form of sustainable capitalism that lends itself to
effective social, environmental and financial wellbeing. Social Capitalism aims to ensure that
social support to decrease poverty and enhance livelihoods is part and parcel of the nature of
capital investment in order that investments enhance overall sustainability through increased
market participation and capital output. The growth of investment finance allocated to SR,
social enterprises or “new commercial investments” attests to this possibility.

! Term used by Ron Layton of LightYears IP to describe investments in socially responsible initiatives that deliver commercial returns
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Community based social enterprises that seek to create value and return on investment that
consists of equal parts financial, social, environmental and economic development are
increasing. These “New Commercial Investments” seek to apply business skill and expertise for
the good of the community. By combining a mix of social values and goals with commercial
business practices beyond, though frequently including, traditional grant making and
philanthropic investment, these social enterprises are coming up with investment models,
income and capitalization strategies and unique management and service systems designed to
maximize social value. This is, we believe, Social Capitalism at work.

Poor communities typically represent significant commercial opportunities for investment that
may not only offer financial returns but also offer a wide-reaching and sustainable solution to
global poverty and social challenges — thus a significant “social profit”. These communities
have large, unmet needs for infrastructure development, entrepreneurial opportunities,
employment and consumption — all of which present the potential for financial returns. Yet they
remain largely inaccessible.

We know that business and markets can no longer operate in isolation from society or the
environment. This acceptance has added momentum to the belief that sustainable
development will be the primary driver of economic, social and environmental change in the
future. At the crux of our proposal is the vision that sustainable poverty eradication will only be
achieved if we mobilise private sector funding for triple bottom line social investment on a
significant scale. The relative under-development of truly community based responsible
investments?, presents an untapped global opportunity to encourage investment in a
sustainable future through the effective placement of both investment finance in high social and
environmental value initiatives.

3.0 Background to the problem

Economic freedom and globalisation has seen the Corporation increase in strength compared
to governments and other institutions in recent years®, consistently proving to be both integral to
the social order and the primary generator of wealth, progress and development. Companies
thus start the 21st century with more power than ever before, and with more potential to
facilitate progress and generate development. This increase in power brings with it a greater
responsibility and it is now expected that the 21st century Corporation should demonstrate
greater social participation and create value not only for its direct shareholders, but for the
entire society in which it functions. This is what is known as corporate social responsibility.

However, it is not only the corporate sector that has assumed the mantle of social responsibility.
With more wealth in fewer hands than ever before in history?, individuals around the globe are
increasingly aware of their own social responsibility and the part they can play in supporting
social and economic development. This is not limited to the “mega rich” who represent only
1.3% of total giving in a year. Private individuals across the globe are increasingly engaged in
both social investment and charitable philanthropic giving — with a 16.9% increase in individual
giving activity in the UK and a 4.2%° increase in the US being recorded for 2006.

With increasing globalisation, migrating populations and increased public awareness of
international issues and development needs, coupled with the increased social and
environmental risks from unbridled economic development, the number of individuals interested
in making cross-border social investments or charitable donations has significantly increased.

2 Socially Responsible Investing is defined by the UK Social Investment Forum as “investments that combine investors’ financial
objectives with their commitment to social concerns, such as social justice, economic development, peace or a healthy environment”.

Of the 100 largest economies in the world, 51, from a gross revenue point of view, are companies and only 49 are governments. This
shows the huge influence that multinational companies have both within and on communities.
4 A recent Joseph Rowntree report has found that the gap between rich and poor is at its highest in over 40 years “The Second Age of
Philanthropy” published in The Scotland Herald, 11 September 2008
® Although this figure seems significantly smaller than growth in the UK, it represented an actual increase of $12bn over 2005 giving which
had included exceptional giving of $7.4bn for disaster relief associated with Hurricane Katrina.
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Diaspora giving, already on the rise, is set to increase as the number of migrant workers
continues to grow. All in all, this requires that social investment and charitable giving should
increasingly be viewed in an international context.

So with all this increase in giving and socially responsible investment, why is there still a

problem?

In a nutshell the problem continues to exist because there is no effective or efficient
infrastructure in place to create an efficient social capital market which means that social
investment funds — whilst being given with good intent, are not necessarily finding an effective

home.

The following comparison clearly highlights the difference in efficiency of these two capital

markets.

Low transaction costs

In the US companies spend on
average $2-4 to raise $100.

High transaction costs

CSOs spend on average $10-24 for every $100 raised. Donors spend
$12-$19 out of every $100 given on administering grants. Add to this
the fact that CEOs spend on average 30-60% of their time fundraising
or servicing donors.

Robust, accessible and results-
based information flows

Makes for easy comparison and
investment decisions.

Inadequate information flows

Credible, accessible performance-based information is extremely hard
to come by and is as a consequence very expensive. There is no
uniform standard that enable investors to compare relative CSO
performance and no standardized performance measurement metrics
or systems. Most organisations are faced with a wide range of
reporting requirements from donors, which seldom seek to measure
gquantitative as well as qualitative impact.

Value-driven allocation of
resources

Focus on investment finance.
Investors are easily able to see
where they can invest their capital to
ensure maximum return. Potential for
stable, long-term investment if
companies continue to deliver value.

Investment decisions still rooted in ‘charity menta lity’

Focuses on fundraising not financing. Mostly still influenced by
impressions, personal relationships and status. There is little incentive
for CSOs to adopt behaviours that maximise impact such as
innovation, capacity building, collaboration and partnerships, and
replicability.

There has been little credible attempt to date to measure and
communicate ‘social value creation’. The sector needs new ways of
measuring both qualitative and quantitative impact, and report on it so
that social investors can make informed investment decisions based on
performance and social return.

Flexibility and responsiveness

Regular and ongoing monitoring of
new value created enables investors
to revise investment decisions
regularly. Assets can be easily
bought and sold; capital for
innovative ideas can be quickly
raised.

Inflexible and unresponsive

Most CSOs face long response times — often up to a year from initial
proposal to receipt of grant. Equally, donors are seldom able to assess
the impact of their investments on an ongoing basis.

Diversity of financing sources and
financing instruments

A rich variety of financing sources
(e.g., banks, private equity funds,
venture capital funds etc.) and
financing instruments (e.g. debt,

Finance typically limited to the traditional grant

Relies predominantly on a single financing instrument - the
grant/donation - for providing finance to organizations of various sizes,
types, and stages of development.

Whilst the focus is on diversifying sources of funding (from different
types of fundraising activity), it doesn’t include diversifying types of
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bonds, equity, loans, etc.). Finance | finance or application of finance (which typically funds projects not

available for capitalizing various organisations and equally frequently start-up innovative initiatives not

stages of business development long-term institutions for strengthening, sustainability and scale).

(i.e., start-up, expansion, growth, This is further compounded by the difficulty non profits face in acquiring

mergers etc). hard assets or carrying over liquid assets from year to year due to
terms and conditions of donations and grants.

It is self evident that a more efficient social capital market would mean a more efficient
development sector, and more effective, sustainable solutions to the problems of poverty.
Efficient capital markets are those in which investors (as providers of capital) are able to
quickly; easily and effectively connect with those in need of capital. Such a market requires that
there exists objective, independent and good quality information which can be easily accessed
and used to inform good investment decision making and that there are effective intermediaries
— financial analysts, investment brokers and other advisors — who essentially “make markets”
work by creating access and evaluating opportunities in terms of risk and return, brokering
transactions and being compensated for their services in support of good investment
placement.

The social capital market unfortunately has few of these essential features. Indeed, even
though non-profit organisations and social enterprises6 around the globe are playing an
increasingly critical role in social and economic development and in solving the problems of
poverty, most commit an inordinate amount of time and money to raising the financial resources
they need to do their work; many exist in a permanent state of financial insecurity and more
often than not, committed resources are in the form of short-term project grant funding. Add to
this the more pervasive problems of a lack of creativity in available financing instruments, the
existing mindset of “funding versus finance”, the lack of intermediary infrastructure, well
researched information and performance analysis together with a lack of innovation around
investment or other financing options within the social capital markets and you have what
translates into the typically high capital raising costs for development organisations or social
enterprises.

While these limitations exist in the social capital market throughout the world, they are more
acute in the "developing" and "emerging market" countries in Africa, Asia, Central/Eastern
Europe and Latin America where poor economic conditions, political instability and/or different
cultural traditions and unrealized intellectual capital have hindered the development of both a
rich philanthropic sector and the growth of effective socially responsible investment movement.

4.0 The Opportunity

Effective capital market exchanges can significantly reduce the transaction costs for both
investors and beneficiaries. This equally applies to social capital exchanges where the open
market can empower grassroots initiatives driving innovation and organisational behaviours that
enhance impact by placing their investments funds accordingly. Such exchanges enable CSOs
to build strategic capabilities and access new sources of funding and expertise, locally and from
anywhere in the world. They make social investment easier, more effective and more personal.
Social investment exchanges offer investors a wide range of validated projects that they can
compare and select according to their own criteria. Ongoing monitoring provides transparency
and rich feedback loops for performance-based investment decisions. They create a sense of
direct relationship and community that makes for committed repeat givers.

With this beginning, social investment exchanges could do well to move further towards a
commercial — though at heart social — investment proposition by formally organising themselves
in the role of Social Investment Brokers who are able to provide an advisory and broking
service to businesses and individuals alike that follows generally accepted and agreed upon

% A social enterprise is defined as an organization or venture that advances its social mission through entrepreneurial,
earned income strategies
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standards of due diligence, opportunity and risk assessment and impact reporting. Although
the “value chain” of “development markets” is distinct from commercial markets, the process is
essentially comparable:

1. Social entrepreneurs and NPOs / CBOs bring ideas to the market.

2. Third-party experts or a network of recognised external evaluators assist them in
assessing and profiling their capabilities, and in developing a marketable project
proposal and business plan.

3. An organisation capability-building plan is developed.

4. The market assists to build key capabilities and provide project monitoring.

5. Performance tracking information and audited reports are made accessible in various
forms.

We believe that business and the capital markets do have features and systems that could
effectively support the creation of a more sustainable system in terms of its efficiencies,
infrastructure, intermediation frameworks and the variety of financing mechanism they have
available — but only if we can develop a long-term model for responsible sustainable social
capitalism.

Socially responsible investing presents a framework to combine competitive commercial returns
with strong social benefits. This ultimately contributes to a sustainable growth path which
potentially lowers risk — corporate, social and environmental — and ensures a longer future.

Socially responsible investing can also give development organisations access to alternative
financial instruments — beyond the traditional grant — which will reduce their fundraising costs
and help them to become more sustainable. And these investments will also yield real,
measurable change in people’s lives.

5.0 A global intermediary infrastructure for social investments

The emergence of online social capital marketplaces and social stock / investment exchanges’
in recent years represents a key response to the need for market-based approaches and
efficiencies to the social investment environment.

Since early 2000, a number of pioneering initiatives have emerged to provide online social
capital marketplaces for organisations and/or individuals seeking funding from the developing
world. Examples include Give India (United States / India); Bovespa Social (Brazil); Help
Argentina (Argentina); Global Giving (US / UK), Connexion Colombia (Colombia); GreaterGood
South Africa (South Africa), Mission Fish (US), BetterPlace (Germany); Rangde (India); Wokai
(United States/China); Give Meaning (Canada).

During the same period we have seen a significant growth in the number of non profit
consultancies fulfilling the role of research analysts, investment brokers, funding intermediaries
and even asset managers in the field of corporate philanthropy and social investment. These
organisations provide a variety of social investment advisory services, including New
Philanthropy Capital (UK); NESsT (Chile, Peru, Argentina, Hungary); LightYear IP SASIX
(South Africa); Social Ventures Australia (Australia), Give2Asia (US, Asia) etc. Though many of
these may not be using an online “marketplace” like those mentioned previously, they are
providing critical investment analysis and advisory services that are rooted in a local context
and informed by a rigorous analysis of the potential risks and impact of defined investments.

Many of these organisations are well placed to participate in an effective global regulatory
framework and intermediary infrastructure to increase opportunities for the investment of social
capital to the small, pioneering social enterprises and development organisations and projects

" We believe there is a distinction between onlimatketplaces” and social investment / social seoahanges which
revolves around the regulatory frameworks including diligence, risk and return analysis and Igstequirements.
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across the globe, whilst providing effective solutions to the information requirements and related
issues faced by considered social investors looking to have a global impact.

Taken one step further these like-minded organisations — and others similar in nature and
purpose around the globe — could establish effective country-based social investment
exchanges that work as more credible third party brokers, adding significant value to all players
in the social capital market. Establishing these member country social investment exchanges
as part of a global federation of social investment exchanges could facilitate the ultimate goal of
establishing a fully regulated Social Stock Exchange.

For us, the agenda is clear: We need to establish an effective intermediary structure that can
match investors with opportunities according to investment motive and investment objective.
The idea behind the Global Social Investment Exchange is to try to do just this.

The Global Social Investment Exchange aims to establish a transparent and regulated
intermediary infrastructure that combines the expertise, structuring and risk / reward analysis of
financial market investors with the creation of a wide range of possible financial investment
instruments that span the continuum from no financial return to a market rate of return and
everything in between. This could stimulate the creation of a holistic, effective and dynamic,
sustainable “blended” return capital market.

Providing intermediary services that inform investment opportunities, which are sourced by
accredited in-country exchange members and researched / evaluated by using an agreed risk
and impact assessment framework, could facilitate effective corporate and private sector
investment in sustainable enterprise development, market expansion, infrastructure provision
and other commercial high social impact initiatives in poor communities.

Effectively, GSIX will:

- create a universal action platform and comparative due diligence framework to bring
regulatory compliance standards and efficiencies to the social capital market

- build intermediary structures to absorb capital at scale whilst also building capacity
within local communities to meaningfully use that capital

- enable and facilitate both buy and sell side investment activity to ultimately move more
money to more effective, innovative and critical initiatives in order to meaningfully
address global, regional and country poverty and sustainability issues

6.0 The Global Social Investment Exchange (GSIX)

The GSIX concept has emerged out of the experience and success of the South African Social
Investment Exchange (SASIX), a social investment exchange where carefully selected
development projects are listed and made available to interested investors worldwide.

Whilst at inception SASIX provided investment opportunities at the exclusively “social” end of
the return continuum, SASIX extended its offering in 2007 and now provides investment
opportunities throughout the continuum from corporate philanthropy or “social return only
investments” (i.e. grants) to financial investments in high social impact initiatives or social
enterprises that offer varying rates of financial return (sometimes above market) in addition to
their social return. In just 2 years, SASIX has raised over R23m (US$3m; Euro 1.95m) in social
grant finance and a further R12m (US$1.6m; Euro 1.0m) in pension fund / financial return
investments in social enterprises, with a further R75m (US$7.5m) awaiting placement.

SASIX enables investors to select projects in sectors that are meaningful to them and then
track the ‘social profit’ that their investment is generating, quickly and easily online. The
innovation has been to move donors from a “charity” mentality of reactive or “feel-good” giving
to a more analytical and considered approach to tackling poverty in South Africa, achieved by
applying the same sort of due diligence consideration to projects as would be applied to financial
investments, including evaluating project strengths and risks. In this way, SASIX raises the bar for
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public and corporate participation in social development in South Africa as well as building a
culture of accountability for social performance amongst beneficiary organisations.

SASIX also works to level the playing field by giving small, pioneering non profit organisations
the same access to funds and capacity development as the better-known causes. And while
most non profits today are typically funded by a single instrument — the charitable donation —
SASIX is opening up a range of alternative financial instruments that could provide investors
with a social and financial return; and non profits with a sustainable alternative income stream.

Like SASIX does, GSIX will facilitate all aspects of the investment process for country Social
Investment Exchanges whilst providing investors with the opportunity to place funds globally to
countries, development sectors or asset classes of their choice, monitoring throughout the
return their funds are able to achieve.

GSIX will similarly provide for the full range of investment opportunities along a continuum from
the purely social to combined social and financial forms or responsible investment provided for
on GSIX. This continuum will be based on the nature of the investment, the risk profile and the
desired return, and may be provided within a country by either one or by many individual
country operators working together according to the nature of their work and focus. Graphically
this is represented as follows:

Another way of describing this continuum — which clearly takes into account both the objectives
of the investor in making an investment, and the motive vis-a-vis the return of the investment
opportunity, can be seen below:
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Spectrum of investors by objective

Purely Social & Environmental Purely Financial

Investment Full Social and Below Market Financial Full Market Financial Full Market Financial
Objective Environmental - No Return with high Return and Some Social Return - No expected
Expected Financial Return Environmental and and Environmental Social and
Social Return Return Environmental Return
Investors Individual Giving Community Socially Screened Funds Other investment

Foundations And Donor
Advised Funds

Government Grants

Development
Financial Institutions

Other “Double
Bottom Line”
Funds

Foundations - Program
Related Investments (PRIs)

only (No Shareholder
Activism)

Shareholder
Activism (Screened
and Unscreened)

assets under
professional
management in the
United States

Sources: Social Investment Forum, :2003 Report on Socially Responsible Investment Trends”, Independent Sector “Non-profit Almanac”, Foundation
Center; "PRI Directory”; Meehan, McKinsey & Co.; "Reforming Operations and Challenges of Non-profit Foundations”.

Spectrum of investments by motive

Purely Philanthropic

Purely Commercial

Type of
Organization

Primary Goal

Traditional
Non-profit

Non-financial mission
(social, and/or
environmental)

Social Enterprise
(Non-profit &
For-profit)

Social mission with

minimum expectation

of financial return

Socially Responsible
Corporate

Profit driven with
Socail and/or
environmental

Traditional Corporate

Profit driven
(economic value)

objectives
Capital Donations and Grants Below-market capital, : Market-rate capital Market-rate capital
or mix of donations (including SRI
and market-rate Investments)
capital
Charge for Beneficiaries pay Subsidized rates or Market-rate prices Market-rate prices
Products and nothing mix of full payers and
Services those who pay

nothing

Source: Adapted from Greg Dees article, “Enterprising Non-profits,” HBR Jan-Feb 1998
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6.1 GSIX Service Offering

GSIX aims to pull together existing organisations® that have the expertise, infrastructure,
intelligence and in-country situation to champion high impact social investing and meet the
traditional demands of the financial investment and corporate philanthropy / social investment
markets — with the added benefit of selecting, monitoring and accounting for a demonstrable
social return.

The central idea behind the Global Social Investment Exchange is to make robust information
on social investment opportunities available to interested investors — whether these are
governments, development agencies, corporates, foundations or private individuals — no matter
where they are in the world, and to provide the intermediary platform(s) through which such
investments can be facilitated. Our research to date, coupled with our own experience of
SASIX, has demonstrated that there are a range of requirements which, when present, could
facilitate the creation of a truly effective, globally accessed intermediary investment platform
that will encourage meaningful social investment across the globe. These include:

An online platform for investment that meets local country regulations for investment
but facilitates global settling and reporting, and which includes providing 24/7
technical support, training and maintenance.

An internationally agreed upon due diligence framework and business process
covering opportunity identification, risk / impact assessment, analysis, evaluation
and reporting.

Compliance, oversight, auditing and quality control of the SIX brands and individual
country exchange standards of practice.

A media, marketing, sales and advocacy role.

6.2  An online platform for investment

The emergence of technology that enables people to connect directly with each other, even if
they live far apart, allows us to make apparent a greater range of evaluated and assessed
investment opportunities, and therefore make choices simpler and more transparent for
investors. Internationally, the internet is the biggest area for growth in engaging philanthropic
donors and social investors and as more and more people come online, we expect new media
to play a bigger role in how people and companies engage in social development and socially
responsible investments of all kinds.

At the crux of the system is a technology platform with built-in regulatory, compliance and due
diligence frameworks that inform each and every listing on GSIX and all participating social
investment exchanges. The platform will support the immediate establishment of online in-
country partner presence and, as importantly, an overarching global connection between
participating countries; all of whom can thus benefit from the global interest of investors in a
holistic but single stop offering.

Features should include:

Manage information securely. Control access centrally through an administration
console. Allocate users’ permissions that allow them access to only certain parts of the
system, including content-publishing functionality.

Capture contact information. All contacts associated with an organisation or investor can
be captured into the system, creating a central database of information automatically.

Process applications. Deal efficiently and effectively with applications following a global
due diligence assessment framework whilst collating and storing online data, additional

8 Where necessary GSIX and its member countries would assist in establishing or building capacity of country organisations wanting to
enter the market
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information, risk and outcome assessments and enable virtual access, analysis and
decision making processes.

Manage content efficiently. An in-built, robust content management system enables
information to be maintained by authorised users or other content suppliers.

Manage projects effectively. Enable approved organisations/agents to manage projects
following a choice of approved outcome-oriented processes. Supporting information, like
reports and photographs, can be uploaded as evidence of on-the-ground impact.

Enable effective financial reporting. Aggregate, summarise and report on funds
committed and spent across investments by region, type and sector.

Meet other reporting needs. Triple bottom line reporting is facilitated because of the
comprehensive information captured per project. Participants will able to top and talil
reports according to your requirements. This enables participants and investors to
determine the positive impact investment opportunities are having on real people with
real needs.

Manage locally, report globally. Social impact data can be made available to reporting
initiatives for comparison and statistical analysis by sector, country, development region
and continent.

6.3  Aninternational standard of due diligence, ris k assessment and
performance measurement metrics and reporting

Increasingly today'’s investors, whether considering philanthropic giving or financial investment
in socially responsible initiatives, are looking for specialized knowledge of laws, regulations and
practices for international grant making and social investment; knowledge of best practices
employed in overcoming challenges and in making change a reality; a strong capacity to
conduct due diligence; options for extra monitoring and oversight of investment initiatives;
special reporting on the impact of investments including updates, reports, photographs, impact
analyses as well as a clear evaluation of the real and meaningful benefit investments have
achieved.

As a result there has been a tremendous growth of organisations, advisors and firms engaged
in providing advisory services and integrated socially responsible and philanthropic financial
planning solutions to social investors of all kinds. Most importantly we are increasingly seeing
relevant, effective and “in country” initiatives being established which provide the critical local
context and knowledge that can so easily make the difference between a successful investment
and a well meaning but ineffectual one.

This proliferation of advisory service organisations has been matched by an equal proliferation
of methods to evaluate, assess and measure the potential and actual risks, capabilities and
performance of investments. What is lacking, however, is a globally accepted, standardised
framework according to which investments can be analysed, categorised according to risk or
return and measured in terms of actual performance in both the financial and social arenas.

Such a framework applied across countries would begin to bring greater regulation to the social
investment market and enable investors anywhere in the world to compare and understand
investment opportunities and returns within the same framework. We believe bringing together
these in-country operators with their relevant strengths, wealth of experience, understanding of
influencing factors and lessons in metrics development and application, will create a
significantly more robust due diligence and performance measurement framework that could be
applied through all member countries and begin to bring about standardisation of information,
regulation of process and effective performance measurement
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6.4 Compliance

The corporate scandals of the last few years have resulted in major changes in regulatory
compliance and disclosure requirements for public companies as well as new corporate
governance requirements to govern all aspects of financial services and securities trading. In
the same way, a social capital market, to be effective and respected, should establish its own
standards of compliance which provide the systems, specifications, policies and standards
according to which they operate.

The GSIX members will therefore need to determine the ultimate compliance standards
adopted across the board and that the function of the GSIX Federation will be to maintain
compliance standards within and across all member country exchanges, regularly reviewing
and implementing enhancements.

Such regulatory compliance would not only provide investor protection which would serve to
raise levels of confidence amongst investors, it would also build capability and ensure that the
social capital market for investment products and services works effectively and efficiently.
Thus having such compliance standards will, we believe, significantly raise the bar and potential
for success of GSIX and its member countries in attracting and placing effective investments.

6.5 Marketing / Sales / Advocacy

Marketing costs are typically the highest cost associated with retail business activity, and
therefore, in the lives of organisations working for the social good, most especially those in
developing countries, they tend to be a “nice to have” and a compromise.

The lack of access to markets is a significant problem for social enterprises that has an effect
on both investors (reducing the likelihood of them finding an effective home for their social
investment funds) and beneficiaries (by reducing their access to capital and therefore
preventing them from effectively operating or taking their work to scale).

All the evidence suggests that exchanges can significantly reduce the transaction costs for both
investors and beneficiaries. GSIX will essentially be able to operate as an independent broker
furthering the work of social investment by providing an unrestricted range of global
opportunities for investment. As such marketing, sales and advocacy efforts can be tailored to
the requirements of the client / investor and not focused on competing between opportunities
within one country over another. Because GSIX will offer investors a wide range of validated
projects that they can compare and select according to their own criteria, marketing activities
can be shared and so taken to scale — ultimately achieving “mass marketing” efficiency with the
combined targeted opportunity for uniquely individual solutions based on country, sector, risk
profile, financial return or social impact.

7.0 Organisational Structure: GSIX

The Global Social Investment Exchange (GSIX) has been established as a result of the
experience, learnings and requests for replication coming out of the establishment and running
of SASIX and strengthened by extensive global research over the past decade.

In the past 10 years, GreaterGood South Africa has initiated and established a number of
programmes that holistically aim to create a systems change in thinking around social
investment, corporate philanthropy, individual giving and socially responsible investment.
These include:

Conceptualising and establishing GreaterGood South Africa as a broad based
intermediary platform to provide initial “neutral” information and establish a platform to
more effectively promote philanthropy, individual and corporate giving and social
investment
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Conceptualising and establishing the South African Social Investment Exchange
(SASIX) to provide evaluated opportunities for social investment in both high social
impact grants and socially responsible financial investments in community based or
social impact initiatives;

Conceptualising and establishing two successful, financially viable social enterprises to
secure the organisation’s own future independently of donor funding

Establishing key advocacy programmes to promote social investment in South Africa
through SASIX’'s CSI Managers Forum and Social Investment Forum (SIF);

Grown the body of research available to facilitate the expansion of SRI in South Africa
by encouraging the integration of economic, environmental, social and governance
factors into investment decisions and researching and examining the opportunities that
exist for SRI investors wanting to invest in South Africa.

We believe our experience and global engagement, as well as our growing network to other
similarly experienced country operators, leaves us well placed to catalyse the expansion of the
SASIX model and bring together similar country operators to create a globally agreed upon
regulated framework and practice in order to form the GSIX infrastructure and create a more
effective social capital market infrastructure.

Whilst currently an initiative spearheaded by GreaterGood South Africa, a registered Trust
(IT3334/2004), Non Profit (040-346 NPO) and Public Benefit Organisation (PBO 930014027)
with Section 18A Tax Exemption Status (TEU Reference: EVZ0064/11/05), GSIX will ultimately
be established as an independent entity with international operations in the primary social
financial markets and registered with appropriate regulatory authorities to facilitate global
investments with country of origin investment benefits.

The organisation’s structure should include the following (represented graphically below):

Appropriate registration of GSIX as a legal entity constituted to provide, manage and
maintain the various critical services to the country members.

An established Board of Trustees representing respected industry leaders across all
sectors who will provide governance, oversight, advocacy and strategic input and linkages.

A Management Board made up of representatives from each of the member country
exchanges to address country specific issues and requirements and will maintain, update
and adopt a global standard for all due diligence, business processes, reporting,
governance and monitoring which will become the GSIX standard. This board will be
chaired by an elected member for a fixed term period and will revolve according to
procedures to be established between founding members.
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7.1  Implementation Partners

We believe that the nature of the exchange would allow — indeed, may require — that any one
country could have more than one member organisation in order to provide the full range of
investment options. Indeed, it may well be that organisations providing dedicated research and
advisory services for grant making investment opportunities do not provide financial investment
opportunities in high social impact enterprises or initiatives. The related financial services
regulatory requirements for the latter could also mean that partnerships are necessary.

In terms of identifying and specifying the type of organisations we see as being implementation
partners, there is no “one size fits all” specification though we have focused on identifying those
organisations who ethos, practices and experience match that informing the motivation for the
establishment of a GSIX. Ultimately we believe an organisation should have some (if not all) of
the following broad characteristics:

Be a non profit organisation or social enterprise with a social, environmental and
economic development agenda

Engage in networking and/or capacity development activities with the local non profit and
social enterprise sectors

Be committed to ensuring accountability, transparency, evaluation and performance
measurement

Have been involved in administration of grant funding and/or loan finance

Have a good understanding of the financial services sector requirements, and
experience in the implementation of various investment / financing instruments and due
diligence processes

Have experience of the fields of corporate and private social investment and socially
responsible investment activities

7.2 Management Team

The core team behind the initial establishment of the Global Social Investment Exchange is the
same as the one that created GreaterGood South Africa and SASIX. At present this includes:
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Tamzin Ractliffe

Qualified in Applied Psychology and Commerce, Tamzin has worked internationally in financial
services and strategic development for more than twenty years. As the Founder of GGSA, she
began her career as an Investment Analyst at the JSE subsequently moving to London to work
in venture capital in the biotechnology sector with Rothschilds Asset Management. Upon
returning to South Africa, Tamzin established a social investment services consultancy serving
all sectors operating in the “third sector” in South Africa and the first web-enabled resource for
the NGO and Development Community, both of which are now established consultancies and
revenue generators owned and operated by GreaterGood South Africa.

In 2001 she launched the internationally affiliated Big Brothers Big Sisters of South Africa
organization before establishing in 2004 the internationally acclaimed and award-winning social
networking platform, GreaterGood South Africa (www.greatergoodsa.co.za). Through
GreaterGood, Tamzin conceptualized and developed the South African Social Investment
Exchange (www.sasix.co.za) launched in June 2006. In late 2007 Tamzin expanded SASIX to
provide for financial investments in SRI opportunities and also established CSR Systems, a
social enterprise initiative of GreaterGood South Africa designed to serve the social investment
market through social technology platforms whilst providing a solid and secure revenue stream
to sustain the Trust moving forward. Tamzin was made an Ashoka Fellow in 2008 to focus
more exclusively on supporting the growth of a global social capital market through GSIX.

Carol Tappenden

Currently Managing Director of GreaterGood South Africa, Carol is a highly experienced
development practitioner with more than ten years experience on both sides of the grantor /
grantee divide including in fundraising, evaluation and research for the non profit sector as well
as designing, implementing and managing CSI programmes and providing research and
evaluation tools for corporate clients. Carol has worked with both locally based grassroots
initiatives as well as large international development agencies and has a far-reaching
international network in the sector. She is a member of the GRI Social Sector Supplement
working group and participated in the Skoll Foundation’s Global Social Benefit Incubator in
2007. With a succession plan in place for the ongoing management of GGSA, Carol is
increasingly engaged in the establishment of GSIX with a projected full-time involvement
commencing in early 2009.

8.0 Business Model

As a not for profit association, GSIX must operate on a sustainability model from the outset.
Suggested costs include:

1. Set-up fees for accredited intermediary members

2. Annual membership fees paid by accredited intermediaries to cover all services provided
by GSIX including marketing, advocacy, ongoing tool development, platform
maintenance and technical support.

3. A percentage fee on funds invested

Ultimately we believe this would enable GSIX to fund itself over the long term and support the
work of accredited intermediaries working with established country exchanges. These
exchanges will also continue to operate their own sustainability revenue generating
programmes and consulting services and, indeed, will be likely to be able to increase these to
scale with greater global presence and investment.

17



9.0 Conclusion

The current model of development aid and philanthropic giving is not enough to lift people out of
poverty. Innovative solutions and new approaches are needed to address the huge global
imbalances that exist between the rich and the poor. We need to find a way to bring the
available capital for social development to the people that can make the best use of it: whether
these are social businesses, pioneering non profit organisations, social entrepreneurs or
communities themselves.

The growing pressure to demonstrate good corporate citizenship has, in recent years, created a
significant demand for infrastructure and technologies that support the creation of a more
dynamic social capital market®. Global communications and technologies provide social
investors and potential donors with the potential to access information about investment
opportunities and needs in other countries, although cross border social investment and
charitable giving remains fairly complex.

As the global ‘market-place’ for social investment and giving increases, so too the need for
thorough due diligence and accountability has increased and investors are looking for more —
and better — quality investment information and a more effective and wide reaching intermediary
platform through which to interact and transact. Technology networks give us a unique
opportunity to transform the traditional map of development, expand community horizons and
allow the kind of progress in a single decade that was once only possible after generations. The
creation of an intermediary platform for philanthropic donors as well as social investors to invest
in researched, results-based development is a powerful way to tackle poverty.

We are living in an increasingly global world, facing urgent problems that affect us all — whether
we live in a village in Africa or an apartment in Paris. By bringing people together online to
engage in meaningful social investment, we can find joined-up, global solutions to the challenge
of poverty.

“People can change their own lives, provided they have the
right kind of institutional support. They're not asking for charity,
charity is no solution to poverty."

- Muhammad Yunus, 2006 Nobel Laureate and founder of the Grameen Bank

® By Social Capital Market we refer to the market for capital to be invested in social development whether this be in the form of a
traditional donation or grant or as an investment in a high social impact financial instrument
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