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More philanthropists want their money to do double duty: doing good while earning a return

By SHELLY BANJO

fewer re-
sources to go
around, philan-
thropists are us-
ing a host of
methods to stretch their charita-
ble dollars.

ith

Instead of simply giving
money away to a cause, groups
and individuals are plowing their
funds into financial vehi-
cles—known as program-related
investments—that let their
money grow while it does good.
So, rather than make a one-time
gift of $1,000, they might invest

in a project that generates reve-
nue, such as a loan to an entre-
preneur in the developing world
or real estate that rents to non-
profits, The returns can then go
to other causes,

“Especially in light of this
downturn, instead of investing in
stocks and bonds [and using the

returns to support nonprofit or-
ganizations], we're making di-
rect investments in the nonprof-
its we support,” says Tom
Parker, former president of com-
mercial real-estate developer
Hutton Cos. and the president of
the Hutton Foundation, The
foundation has purchased 14

PROFILES IN GIVING

Jason Dare spends his
days with children. And
cockroaches, fish and
snakes.

The 34-year-old San
Franciscan is the founder
and owner of Pace Learn-
ing Center, a for-profit af-
ter-school tutoring pro-
gram in the metro area.
When not running that
business, Mr, Dare volun-
teers at the California
Academy of Sciences, a
museum and research cen-
ter boasting an aquarium
and indoor rain forest.

There, Mr. Dare does
everything from the glam-
prous—running presenta-
tions about the local eco-
system while scuba diving
in the Philippine coral reef

Inspiring Kids With Science

oung adults, struggling with student loans

and small salaries, often can’t afford to write

checks to their favorite causes. And many
who can aren’t satisfied just making a financial con-
tribution. Here and on the following pages, we offer
a closer look at some young adults who are giving
back to their communities by donating time, often
their most valuable asset. You can also read addi-
tional profiles online, at WSJ.com/Reports.

tank—to the mundane—
cleaning algae from said
tank. Mr, Dare also speaks
to school groups and
teaches other docents how
to handle reptiles and am-
phibians.

It seemed a perfect fit
from the start, says Mr.
Dare, who grew up two
blocks from the museum.
An avid marine hobbyist
who has been scuba-certi-
fied for five years, he
jumped at the chance to
volunteer when the mu-
seum advertised that it
was looking for help last
year., To become a scuba
volunteer, he had to study
for certification as a res-
cue diver, and he now de-
votes at least eight hours
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each week to the academy.

Mr. Dare, who makes
around $60,000 a year
running Pace, doesn't sup-
port the sciences academy
financially, saying he 1s
more able to give time
than money. He does do-
nate $50 a vear to the
Oceanic Society, a conser-
vation, research and edu-
cation organization.

“1 really wanted to vol-
unteer. And [ wanted to
teach. I wanted to inspire
kids to want to learn,” says

. 'ing their eyes widen when

Mr. Dare, who didn't much
enjoy school as a child. “If
you can inspire someone
while they're young, that
organically grows, and
they teach someone
else...and I think that’s the
only way this world can re-
ally change.”

Seeing kids excited
about learning makes the
time commitment worth it,
Mr, Dare says. “I like see-

they're outside the tank.”
—Melissa Korn

buildings in Southern California
to house nonprofit organiza-
tions. “The nonprofits pay a re-
duced rent, and every penny
goes back to the foundation,
back into grants, and stays
within the nonprofit sector,” Mr.
Parker says.

To be sure, these charitable
options aren’t new, but for a
long time only big institutions
like the Ford Foundation pur-
sued them. Given the lingering
economic slump, though, pro-
gram-related investments are
getting attention from a wider
array of potential donors—in-
cluding smaller family founda-
tions, investors with donor-ad-
vised funds and everyday
individual givers. And lots of op-
tions are springing up to help
donors along, from specialized
donor-advised funds to opportu-
nities to invest in microfinance
and community development.

Here’s a look at some of the
ways people are using program-
related investments.

e e —— e

Microfinance

In the past few years, a num-
ber of Web sites have sprung up
to give individuals access to the
growing industry of microlend-
ing—making small loans to en-
trepreneurs, mostly in develop-
ing countries.

At Kiva.org, for instance, do-
nors choose an individual to
help, such as a Ghanaian entre-
preneur starting a clothing busi-
ness or livestock farm. Individu-
als decide how much they're
willing to donate—$25 and
up—and within six to 12 months,
they get the money back. (Loans
made through Kiva don't earn
interest, however.)

From there, donors can fun-
nel the money into another loan,
donate it to Kiva for operational
expenses or return it to their
bank account. The site says it
has handled more than $100 mil-

in 2005, and almost 98% of loans
have been paid back.

Another microfinance site,
eBay Inc. subsidiary Mi-
croPlace.com, takes a different
approach, Lenders pick a micro-
finance institution to invest
in—such as the Habitat for Hu-
manity investment program or
international microfinance orga-
nization Accion—and can choose
when they get repaid, from three
months to five years.

MicroPlace is a registered
brokerage firm—unlike Kiva,
which is a nonprofit organiza-
tion—so investors can earn re-
turns on the money that can be
reinvested, ranging from 1% to
6%. What'’s more, MicroPlace of-
fers individuals low-dollar access
to microfinance groups that typ-
ically require larger contribu-
tions. For instance, Oikocredit
USA, an arm of the large Nether-
lands-based microfinance group,
usually requires a minimum
$1,000 contribution. But if you
go through MicroPlace, you can
start with just $20.

Assets in MicroPlace have
grown significantly in the past
two years to several million dol-
lars. “People are just starting to
understand the model,” says
Ashwini Narayanan, general
manager of MicroPlace.

The site says investors’ re-
turns have surpassed those from
money-market funds and certifi-
cates of deposit this year. Inves-
tors can open a MicroPlace ac-
count with as little as $20.

There are other ways to get
into microfinance, such as spe-
cialized funds. Accion’s Global
Bridge Fund offers what the
group calls a private-placement
investment, similar to a CD,
pooling investor assets to sup-
port microfinance institutions.
The minimum investment 1s
$2,000 for at least 18 months;
interest rates vary from 0% to
3% for new investments.

Finally, if vou'd like to sup-
port lending closer to home,
there are U.S. community-devel-

opment banks—institutions that & ;

make loans to low-income indi-
viduals and business owners,
nonprofits, environmental a,nd
faith-based groups. The mmpieat
way to get funds to these banks |
is to open an account there; }mup

money will be insured by the .'1; '

lion in loans since its founding

Please turntopageR7 £

s Sy { : "'”-'“l
RS

S A
T A e

E‘H.thh i:“t:. ll"..t._? S

PR L

"] vl W B A R R T A o P e o Ay AR e ek vt K e A S S
A R T R e A TR L e T e S et '.‘.-‘- '&'f t’ }-‘w’r‘rﬂe




AT T .-
& ¥

Lo B B

Philanthropy

THE JOURNAL REPORT

) 2009 Dow Jones & Company, All Rights Reserved.

I [nvest

Continued from page R6

FDIC, just as in regular banks.
You can also invest in funds run
by the banks.

Donor-Advised Funds

Typically, these funds allow
individuals to make contribu-
tions of cash and other as-
sets—as little as $5,000—to a
third-party charitable fund that
invests in stocks and bonds. Do-
nors receive an immediate tax
deduction and later can recom-
mend charities that will get the
grants from the growing funds,

Now a growing number of
donor-advised funds are offering
philanthropists other options.
This year, for instance, Schwab
Charitable partnered with the
Grameen Foundation, a microfi-
nance nonprofit, to let donors
use up to 10% of the money in
their charitable accounts to
guarantee microloans. If one of
the microfinance organizations
being guaranteed fails, it gets a
portion of the donor's funds so
it can meet its obligations.

Allocated funds are typically
locked up for five years. The
money 1s invested in stocks and
bonds so it can keep growing. So
far, Schwab Charitable, which
was established by Charles
Schwab Corp. in 1999, has 151
donors in the microfinance-guar-
antee program and $10 million
in loan guarantees.

The Calvert Foundation’s do-
nor-advised fund lets donors al-
locate part of their funds to mi-
crocredit, affordable housing and
community-development facili-
ties through the foundation’s
Community Investment Notes.
Donors’ money is pooled and
placed in a portfolio of below-
market-rate loans to more than
250 nonprofits. As loans are re-
paid, the capital is lent out
agaimn; when the notes reach ma-
turity, the capital is returned to
the lenders with interest.

The foundation also offers
the Community Investment Note
directly to investors, The mini-
mum investment is $1,000 for
one to 10 yvears and 0% to 3% in-
terest. (Some investors opt not
to receive interest.), The Calvert
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Foundation now has more than

$55 million in microfinance or- |
ganizations, social enterprises |

and fair trade cooperatives.

Family Foundations
Family foundations are also
exploring new ways to maximize
assets available for charitable
causes, including equity invest-
ments in organizations and lines
of credit, as well as loans, loan
guarantees and mortgage financ-
ing to help organizations acquire
property, create jobs or expand
products and services,

There are a number of rea
sons for the new interest. These
days, there's more information
available to foundations on how
to  structure these types ol
agreements, more advisers who
are willing to help with the
work—and more government en
couragement for the deals.
What's more, foundations whose
assets fell precipitously with the
stock market are afraid to de
plete their principal; by making
a loan instead of simply giving
money away, they aren’t locking
In a loss. Finally, the value of
program-related investments
may be counted against the min-
imum 5% of assets foundations
are required to pay out every
yvear—which can be particularly
helpful in a down year.

Jut foundations need to
make sure that they’re doing due
diligence on the groups they
help. And they must be sure
they're not just picking nonprof
its with a good potential for re-
turn—they need to choose
groups that do the most good.
“Foundations are tax-exempt,
and [ feel we have a fine line to
walk to make sure any invest
ments we make outside stocks
and bonds have a specific com
munity benefit,” says Mr. Parker
of the Hutton Foundation.

Mr. Parker also advises fam
1ly foundations to make it clear
to nonprofit groups that loans
will not be forgiven. “We specifi:
cally explain that the money the
nonprofits pay back goes back
into the foundation, which en-
ables it to make grants to other

nonprofit groups,” he says. “If

we forgive it, it won’t be able to

help another nonprofit.”
—Jilian Mincer contributed to
this article.
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