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Spending More Time on What Really Matters!

As is the case with any growing organization, as responsibilities increase, it can be easy to forget why the
philanthropy was started in the first place! Leadership can often find themselves quickly inundated with
expanding day-to-day operations and at risk of losing connection with the causes that the organization was
created to support. Here are a few quick tips that might help you run your foundation more efficiently, and
allow you to increase the time spent working on issues that truly matter to you:

1. Invest in training and development: Invest in the people of your organization in order to
provide them with the right tools to succeed. Their success will provide you with the leverage you
need to expand and execute on the mission of the organization.

2. Use your networks: Connect with peers in the industry. Leverage the work of other
organizations that have similar objectives. Learning from their past successes and failures can help
you avoid some missteps and accelerate your progress. You also might find some interesting
partnership opportunities in the process.

3. Invest with your values: What about the 95%? Through Environmental, Social and Governance
(“ESG”) and Impact Investing, Foundations are finding ways to use 100% of their financial
portfolio to support their mission, not just the 5% they give away each year. At Pathstone, we
believe that this is an effective way to maximize the impact of your foundation which can also
result in a more engaging and effective investment decision-making process. When it comes to
mission-related and financial success, we believe that foundations can do both and continue to see
a growing interest in this area. In fact, a 2019 survey conducted by Foundation Source indicated
that 88.2% of respondents were at least “somewhat” interested, and 40.9% of respondents were
“very interested” in impact investing.! Further, the same survey indicated that 51.1% of
respondents had at least some percentage of their portfolio allocated to impact investment.”

4. Utilize Program-Related Investments (“PRIs”): Program-Related Investments can
complement a private foundation’s grant-making activities and further its mission. PRIs can take
various forms, including debt, equity, and guarantees. However, unlike traditional investments,
their foremost goal is to advance the foundation’s mission. Financial return from a PRI, whether
income or appreciation, should not be considered a significant purpose of the investment
according to the applicable tax rules. PRIs must be investments that would not have been made
except for their relationship to the philanthropic basis of the foundation and, as a result, count as
part of their minimum distribution requirements.” As discussed at Pathstone’s 2017 conference
PRIs: Innovative Philanthropy, PRIs are a great way for foundations to amplify impact but are often
misunderstood and dramatically underutilized. (

)

5. Get help! There is no need to do it all yourself. Hire advisors that specialize in areas where you
need support, and when you do, be sure to invest the time to find the right advisor. The right
advisor will be different for everyone, but generally will be someone (or some organization) that (1)
understands your goals and objective, (2) has experience working with organizations like yours, and
(3) shares similar values as you and your organization.
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One size fits all?

While any Registered Investment Adviser (“RIA”) will assist with managing your portfolio, there
are critical differences between firms that are important to consider. Generally, there are three
main categories of investment advisors:

»  Tnvestment Manager: Investment Managers tend to offer investment strategies that they will
manage directly. Investment Managers often bring expertise in focused areas of the markets
(e.g., U.S. Small Cap Equity) and reduce overall investment costs through direct access, but
may provide less in terms of asset allocation advice, portfolio customization & diversification,
and comprehensive reporting.

»  Tnvestment Consultant: Investment Consultants typically provide both asset allocation and
investment manager selection advice. They typically recommend third-party investment
managers, which may increase the overall investment cost, but in doing so, reduces potential
conflicts of interest while expanding investment opportunity and choice. They also typically
offer highly customizable advice. An investment consultant is often best suited for a
knowledgeable and engaged board/committee since they typically do not assume investment
decision-making authority. This model may have a higher cost structure than directly accessing
an investment manager, as there is an additional fee for the consultant.

*  Outsonrced Chief Investment Office (“OCIO”): The OCIO option is a hybrid approach. It combines
the independence of an Investment Consultant with the scale of an Investment Manager.
Clients benefit from the scale of an OCIO in terms of both potential investment cost
reduction and more comprehensive services (e.g., reporting, administration, etc.), but may
sacrifice customization and investment flexibility. The OCIO “packaged” option is often best
suited for a board/committee that prefers to hand over full investment decision-making
authority, as OCIO’s tend to operate with full discretion. The cost structure is typically similar
to the structure for an investment consultant.

Some RIA’s may be able to work with a client in any of the above ways (or in some combination),
but it is always good to understand the advantages and disadvantages as you consider what (and
most importantly who) the right fit will be for youl!

Using a Family Office for Your Foundation

Sometimes an overlooked option, family offices can be great partners for a foundation and other non-
profits. In addition to investment advice, which may be available in any or all of the approaches referenced
above, family offices typically bring additional expertise in other important areas such as tax compliance,
risk management, and administration. The result is a comprehensive advisory solution, all under the same
roof. This route can lead to certain benefits, such as consolidated client knowledge and documentation
storage, communication and coordination efficiencies across advisors, and integrated reporting across the
investment and accounting functions.

Although welcomed in most cases, growth does not come easy and never without issues. We hope that
considering the above items can help you to better avoid the potential detours that often accompany
organizational growth, and hopefully ensure that you do not stray from your intended mission through the
journey.
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About Pathstone: Founded in 2010, Pathstone is an independently operated partner-owned advisory firm
providing objective advice to families, family offices and select institutions. For more information, please

visit www.pathstone.com.
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Disclosure:

This presentation and its content are for informational and educational purposes only and should not be used as the basis for
any investment decision. The information contained herein is based on publicly available sources believed to be reliable but not
a representation, expressed or implied, as to its accuracy, completeness or correctness. No information available through this
communication is intended or should be construed as any advice, recommendation or endorsement from us as to any legal, tax,
investment or other matters, nor shall be considered a solicitation or offer to buy or sell any security, future, option or other
financial instrument or to offer or provide any investment advice or service to any person in any jurisdiction. Nothing
contained in this communication constitutes investment advice or offers any opinion with respect to the suitability of any
security, and this communication has no regard to the specific investment objectives, financial situation and particular needs of
any specific recipient. Past performance is no guarantee of future results. Additional information and disclosure on Pathstone is
available via our Form ADV Part 2A, which is available upon request or at www.adviserinfo.sec.gov.

Any tax advice contained herein, including attachments, is not intended or written to be used, and cannot be used, by a taxpayer
for the purpose of (i) avoiding tax penalties that may be imposed on the taxpayer or (i) promoting, matketing or recommending
to another party any transaction or matter addressed herein.
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