Capital markets should work for all people everywhere. But in the
U.S., that’s not the reality. Low-income communities and commu-
nities of color consistently find themselves cordoned off from the
benefits of America’s economic might.

That’s why the Kresge’s Social Investment Practice works along-
side our seven program teams to find ways to unlock more capital
to those places and projects that improve equitable outcomes. We
believe all communities hold value and power and deserve invest-
ment. We use the full spectrum of investing tools with a two-fold
mission — to change people’s lives for the better today and to influ-
ence the capital markets to more effectively serve communities of
color and other under-served communities in the future.

Impact investments can provide both for-profits and nonprofits
with a different approach to solving a problem that isn’t fixable
with traditional sources of capital, said Aaron T. Seybert, Kresge’s
managing director, Social Investment Practice.

“Traditional capital does not reach the most vulnerable places
because, as designed, markets discriminate against low wealth
places and communities of color,” Seybert says. “Kresge’s Social
Investment Practice works to bend markets to serve better
Americans living with fewer opportunities and in urban areas
where it is needed most.”

Communities are built on systems, including a complex and
often under-resourced community development finance system.
Community banks, credit unions, federal tax credit programs,
nonprofits, developers, community groups, and community
development financial institutions — these are but just a sliver of
the entities and policies that make up this system. All must align
around goals and projects to see capital needs met in communi-
ties traditional markets ignore.
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We work to expand
opportunity, strengthen
neighborhoods and improve
quality of life in America’s
cities by providing access to
capital.

“Whether you care about affordable housing, job
creation, and small business, access to health
care, the spread of green infrastructure or local
arts ecosystems, the community development
finance system is a cornerstone to positive
outcomes,” Seybert says.

Kresge works within that system deploying
program-related investments (PRIs) including
debt and equity investments, strategic deposits,
and unfunded guarantees, which reduce the

risk for other investors. We also work with our
endowment partners to deploy mission-related
investments (MRIs) from Kresge’s corpus. Impact
investing at Kresge dates to the financial crisis
of 2008 and has since increased exponentially.
In 2015, Kresge’s Board of Trustees approved

a $350 million impact investing pool to be
deployed through 2020. They also set a goal to
leverage $1 billion from other investors, a goal
surpassed in 2019.

The Practice’s recent investments have
supported, among other projects: guarantees

to embed transparency and outcomes reporting
in Opportunity Zones funds; a loan to a housing
authority to support Creative Placemaking in a
central neighborhood hub in Anchorage, Alaska;
a secondary capital pool to expand community
development credit unions to reach 30,000 more
people across the South; and a guarantee to help
establish a new pooled vehicle that will serve the
community development sector for decades.




2019 Investment Summary

Opportunity Zones are more than 8,000 designated mostly low-income Census tracts across the country. In 2019,
Kresge approved two unfunded guarantee commitments to back Opportunity Zones fund managers who have
both scale and commitment to social impact, and whom would agree to a certain amount of transparency lacking
in the market. Kresge’s hope was to create proof points of how to ensure this new tax incentive works for low-in-
come communities and not solely for the wealthy investors who will get capital gains tax relief through them.

Investee: Arctaris Impact Fund

Project: Opportunity Zones Fund

UP TO $15 MILLION GUARANTEE

City: Boston, Mass. ® Area-served: National ¢ arctaris.com

The Arctaris Impact Fund invests in the growth of small and
medium-sized enterprises located in low-income areas, as well
as businesses willing to relocate or expand to these areas.

The Arcataris Opportunity Zones Fund was created in partner-
ship with the Initiative for a Competitive Inner City. It was
expected to close at more than $500 million and invest via
equity investments in operating businesses location in Oppor-
tunity Zones. Arctaris seeks to create living wage jobs through
capital access, entrepreneur training and working training.

Investee: Cook Inlet Housing
Authority

UP TO $3 MILLION PROGRAM-
RELATED INVESTMENT LOAN
Program: Arts & Culture
City: Anchorage, Alas.

Area-served: Anchorage’s
Spenard neighborhood
cookinlethousing.org

Cook Inlet Housing Authority’s
mission is to create housing
opportunities that empower
people and build communities.
This program-related investment
loan and $500,000 companion
grant will help the Authority
continue its Creative Place-
making work in the Spenard
neighborhood of Anchorage.
The loan dollars will be invested
in three nearby commercial
developments to accelerate
CIHA’s vision for a comprehensive
corridor approach to commu-
nity development in Spenard.

Investee: LOCUS Impact Investing

Project: Community Investment
Guarantee Pool

UP TO $10 MILLION GUARANTEE
City: Richmond, Virg.
Area-served: National
locusimpactinvesting.org

LOCUS Impact Investing is an
investment advisory firm and
subsidiary of Virginia Community
Capital, a community develop-
ment financial institution. It is the

program manager for the Commu-
nity Investment Guarantee Pool,
a first-of-its-kind vehicle to allow
organizations to pool unfunded
guarantee commitments,
allowing them to share risk and
achieve greater societal impact.
The Pool launched in January
2020 with $33.1 million in
guarantee commitments from 11
organizations, including national
funders, community founda-
tions, health funders, and family
offices. The Pool is expected to
leverage five dollars to every
dollar of guarantee commitment
and will back loans in three
sectors — affordable housing,
small business and climate.

Investee: IFF

Project: Mayrgrove Campus
Transformation

UP TO $3 MILLION GUARANTEE
Program: Detroit

City: Detroit

Area-served: Livernois-
McNichols neighborhood
iff.org

This 15-month guarantee will
permit the Marygrove Conser-
vancy to obtain an unsecured
line of credit of up to $3 million
from IFF, a community devel-
opment financial institution
working in the Midwest, to serve
as a bridge to cover the initial
capital payments for construc-
tion of a new early childhood

Investee: Community Capital Management

Project: Opportunity Zones Fund
UP TO $7 MILLION GUARANTEE

City: Weston, Florida e Area-served: National

ccminvests.com

Community Capital Management is an independent impact
investment manager that invests along 18 impact themes
(environment, homeownership and 16 more) and has more
than $2.5 billion in assets under management. The CCM
National Opportunity Zones Fund was expected to close at
more than $350 million and invest via equity commitments
in single asset, lower-tier real estate partnerships.

center, part of the cradle-to-
career campus at Marygrove.

Investee: Inclusiv

Project: Inclusiv Southern Equity
Fund

UP TO $5 MILLION EQUITY INVESTMENT
Program: Human Services

City: New York, New York
Area-served: 17 Southern states
inclusiv.org

Inclusiv is an association of
community-development credit
unions that advocates for and
provides debt and equity-like
capital to its members. It also
works to improve the quality
and scale of responsible and
equitable financial services

in underserved communities.
The Inclusiv Secondary Capital
Fund is the first, multi-investor
fund for secondary capital
investments, which are subor-
dinated loans that low-income
serving community develop-
ment credit unions can count
toward regulatory equity
minimums. Fund commitments
topped $40 million dollars, led
by this equity investment.

Investee: Massachusetts Housing
Investment Corporation

UP TO $5 MILLION PROGRAM-
RELATED INVESTMENT LOAN

UP TO $1 MILLION GUARANTEE
Program: Health

City: Boston, Mass.

Area-served: Boston
mhic.com

Massachusetts Housing
Investment Corporation (MHIC)
is a private financier of afford-
able housing and community
development throughout Massa-
chusetts. This program-related
investment loan and guarantee
investment is a collaboration
between the Conservation Law
Foundation and MHIC through
which the partners expect to
make at least three investments
in health-oriented enterprises
in New England. Projects will

be businesses and social
enterprises located in low-in-
come neighborhoods that are
intended to have a positive
health impact on residents.

Mission,
Money &
Markets

To learn more, visit
kresge.org/mission-money-
markets



I Why We Do Our Work

We want to influence and advance
how markets work on behalf of

people in low-wealth communities
and those who serve them in part-

nership with practitioners, investors,

policymakers and governments.

The Way We Do Our Work

We made bold investments that
are flexible, patient, creative and
responsive to unlock capital for the
benefit of people in cities and to
demonstrate the role of strategic
philanthropy in solving complex
social problems.

I By The Numbers
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2019 Summary

* Approved 8 transactions totaling up to $49 million

® 2019 investments leveraged: $182 million



