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Ol ABOUT SOCIAL FINANCE

Our mission is to identify sustainable and scalable funding models to tackle
entrenched social problems

GOVERNMENT

SOCIAL
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INVESTORS »

-

LONG TERM SOCIAL SOCIAL INVESTOR VOLUNTARY SECTOR
GAIN MARKET GROWTH DEVELOPMENT

ONE AREA OF OUR WORK HAS BEEN TO DEVELOP OUTCOME-FOCUSED
FINANCE — SOCIAL IMPACT BONDS
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ABOUT OUR WORK: SIBs 3

Our team is a mix of financial, social sector and legal specialists.

We have experience working with local authorities, health and criminal justice sectors. We have
successfully used social investment to enable service redesign and to fund preventative
services for vulnerable groups.
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High numbers of young people in care leading to increased pressure on budgets

High numbers of children in care

Predominance of high cost residential placements

Higher proportion of older adolescents with behavioural issues
Poor parenting support in particular around managing behaviour
Under developed early intervention and family support services
Vicious circle leading to pressure on budgets

Lack of higher level intensive evidence based interventions and limited resources to establish

them



Intervene before family reaches crisis point

Target Children on the “Edge of Care”
Identify population of 11-16 year olds
Essex based

At risk of going into care due to behavioural problems/ family breakdown

Provide Specialised Therapy Financed with a Social Impact Bond
Intensive support that addresses specific needs of adolescents on the edge of care

Raise funds upfront from investors, agree a payment by results contract with Essex County Council,
and arrange a delivery service for targeted therapy - a Social Impact Bond, or “SIB”

Returns
Reduce numbers of children in care link to care placement cost savings
Investors paid a proportion of care placement savings accrued by Essex County Council

Taxpayer gets value for money, improved outcomes for young people




OB VWHAT ATTRACTS SOCIAL INVESTORS TO SIBS

Local interest
*Some are keen to
support their local
communities e.g.
Community
Foundations

Engagement
*Some like to be involved
in business case
development
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Social issue
*All investors are
committed to improving
outcomes for vulnerable
young people
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Intervention

*Scaling up promising
approaches which have
potential to transform
outcomes and reshape
service delivery

Learning and innovation
*Essex SIB attracted
Belgian foundation and
German social
investment fund

Applies investment
approach to delivering
improved social

outcomes
* Rigour, focus, data
analysis


http://www.socialventurefund.com/eng/home/

Ol DEVELOPINGA SIB

OUTPUT

Agreement to explore social investment
options to fund services for vulnerable
children and families

Poor outcomes and high costs associated
with children entering care system

11-16 year olds at risk of care entry due to
behavioural problems / family breakdown

Total number of care placement days saved
compared against a comparison group
within Essex constructed before start of SIB

Multi-Systemic Therapy (MST) identified as
the intervention with the strongest
evidence base

Outline business case to be approved by
commissioners

Detailed operating plan

Final outcomes measurement and payment
framework

Final Business Case

Provider for SIB-funded service
Investment commitments secured
SIB contract finalised
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Essex Edge of Care Social Impact Bond (“SIB”)

Issuer Children’s Support Services Ltd (“CSSL”)
Size £3.1 million
Objective Improve outcomes for young people in Essex by

preventing entry into state care;
Generate investor returns via a share of the cost
savings resulting from reduction in care placement.

Public Sector Counterparty Essex County Council (“ECC”), contracting with CSSL
Delivery Partner Action for Children

Maturity 8 years

Social Impact Up to 380 children to receive Multi-Systemic Therapy

over 5 year programme
Target reduction in care placement equal to
preventing 10| young people from entering care

Target Returns 8-12% p.a.

Investors 8 investors including charitable trusts, foundations and
funds
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CSSL and ECC enter
Outcomes Contract

Investors fund CSSL

Funds released to service
providers according to
Service Provider
Agreement

ECC returns a % of savings
from reduced cost of care
placements



Evidence based programmes

Defined models build confidence with investors but are a starting point

Tangible track record of successful outcomes is required

Referrals
All SIBs have had to focus resource on achieving planned volume and ramp up of referrals
Stakeholder buy-in and continual communication at all levels required

Relationships

Role of performance manager includes building stakeholder relationships from senior
management to frontline staff

Increasing awareness of SIB service(s) to improve engagement and flow of referrals

Recruitment
If new teams need to be set up, mobilisation period is essential
If specialist skills required, may need multiple rounds of recruitment which takes time

Consider retention strategy and building pool of future recruits to avoid disruption to service



DISCLAIMER I

This Presentation is not an offering of any SIB interests for sale.

These discussion materials are for informational purposes only and have been prepared solely for discussion purposes to ascertain potential levels of interest in the
proposed SIB investment programme (the “SIB”) by the person to whom it has been delivered. Accordingly, these discussion materials do not constitute an offer to
sell to, or a solicitation of an offer to subscribe from, anyone in any jurisdiction. However, distribution of this document may be restricted in certain jurisdictions
and it is the responsibility of the recipient to satisfy itself as to compliance with relevant laws and regulations.

The information in this presentation does not purport to be complete. By accepting this information, the recipient and its representatives agree that it is strictly
confidential and that they will use the information only to evaluate potential interest in the SIB and will not disclose any such information to any other party
without the express written consent of Social Finance, except as required by law or regulatory requirements or to its affiliates or its or their professional advisers
whose maintenance of its confidentiality the recipient agrees it shall be responsible for. Any reproduction or dissemination of this information, in whole or in part,
is prohibited.

The contents of these discussion materials and the terms of any investment in the SIB have not been approved by any government authorities in any jurisdiction.
No representation is made as to, and no responsibility is assumed for, the financial projections or performance of the EIS SIB. There can be no assurance that the
EIS SIB will achieve its investment objective or target returns.

Forward Looking Statements

No assurance can be given that the expectations relating to forward-looking statements will prove to have been correct. Accordingly, recipients are cautioned not
to place undue reliance on the forward-looking statements.

Suitability

Financial instruments that may be discussed herein may not be suitable for all investors and potential investors must make independent assessment of the
appropriateness of any transaction in light of their own objectives and circumstances, including the possible risks and benefits of purchasing any such financial
instruments. By accepting receipt of this presentation the recipient will be deemed to represent that they possess, either individually or through their advisers,
sufficient investment expertise to understand the risks involved in any purchase or sale of any financial instrument discussed herein. If a financial instrument is
denominated in a currency other than an investor’s currency, a change in exchange rates may adversely affect the price or value of, or the income derived from, the
financial instrument, and any financial instruments described in this communication are subject to change without notice. This communication is not for
distribution to, or for the use of, private customers as defined by the rules of the UK's Financial Services Authority (FSA).

Aninvestment in the SIB is speculative and involves significant risks, including loss of the entire investment. There can be no assurances that the SIB’s investment
objective will be achieved or that its investment program will be successful. Interests in theSIB will be illiquid as there will be no secondary market for such
interests and none is expected to develop. There will be restrictions on transferring interests in the SIB. The SIB’s investments may be leveraged and its
investment performance may be volatile. A prospective investor who has preliminary interest in the SIB should understand these risks and have the financial
ability and willingness to accept them for an extended period of time before considering making an investment in the SIB

Nothing contained herein should be construed as legal, business or tax advice. Each prospective investor should consult its own attorney, business adviser and tax
adviser as to legal, business, tax and related matters concerning the information contained herein.

©Social Finance 2013



