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Catalytic Investment Policy

l. Scope of Policy

As previously stated in the IPS, Weissberg Foundation values employing the full range of
impact capital levers to advance equitable practices and outcomes and to build power in
and prioritize funds for communities most negatively impacted by political, economic, and
social systems. Catalytic investments are defined as investments that are more patient, risk-
tolerant, potentially concessionary, and more flexible than conventional capital. They will
generally be deployed via private equity instruments, hybrid debt, or loan guarantees. These
investments may accept a higher degree of risk, or lower financial returns, to achieve
transformative change. The Catalytic portfolio operates as a critical tool for change,
channeling resources into initiatives and organizations that are aligned with the Foundation’s
values of listening and learning, racial equity and justice, and building power and
community. This portfolio further amplifies the Foundation’s vision of building access,
opportunity, and power for communities most affected by systemic inequities. These
investments will align with the Foundation’s grantmaking strategy and commitments
focused on power building across Black, Indigenous, and Communities of Color, land
rematriation, wealth creation, and ownership. Investment in the Commonwealth of Virginia
and its surrounding regions will be prioritized.

The Weissberg Foundation seeks to lead and inspire other philanthropic institutions to align
their missions with their endowment assets, leveraging its role as a thought leader and
impact investor.

The purpose of this Appendix is to describe the intentions of the Catalytic Investment
Portfolio. Additionally, this Catalytic Investment Policy provides a structure consistent with
a standard of care necessary for the Investment Committee to prudently exercise its
fiduciary responsibility.

Il. Responsibilities
Investment Committee
Weissberg Foundation’s Investment Committee, as part of its oversight of the Foundation’s
endowment portfolio, will have ultimate responsibility for the management of the Catalytic
Portfolio, including:

e Determine risk and return expectations.



Approve of new catalytic investments.

Monitor and evaluate investments.

Other aspects of ensuring the long-term financial viability and accountability of the
program.

Source new investment ideas from the Foundation’s Board, programmatic partners,
staff and within its broader network.

The Investment Committee may establish a Steering Committee composed of
representatives of all key stakeholders, including investors, investees, and
community representatives that will set the overall strategic direction for the
Catalytic portfolio.

Investment Advisor

Facilitate discussions with key stakeholders and staff to build alignment on
beliefs, resolve differences and level-set on a definition of a catalytic investment
strategy.

Educate key Foundation stakeholders on catalytic investing considerations,
opportunities and potential.

Support the development and implementation of the Catalytic Investment Policy.
Source and conduct thorough research and due diligence on potential catalytic
investments, assessing both their financial viability and their potential for positive
social or environmental impact.

Review activities of peer organizations and identify decision-making processes,
investment policies, implementation approaches and communication strategies that
can be leveraged.

Support the implementation of catalytic investments.

Manage the Foundation's total investment portfolio, including asset allocation,
rebalancing, and transaction execution.

Monitor the performance of the Catalytic portfolio and report regularly to the
Foundation's Investment Committee.

Measure and report on the social impact of catalytic investments.

Strategic/Specialty Consultants (including independent evaluation)

From time to time, the Foundation may retain additional consulting services to support the
design, management, administration and evaluation of the Catalytic portfolio.
Responsibilities may include sourcing and diligence on place-based and/or deep thematic
opportunities, and impact measurement and assessment.

lll. Vision Statement
Investable strategies must accomplish the following:

1.

Align with the Foundation's mission and goals: Make a meaningful and measurable
contribution to advancing racial, economic, gender, and climate justice in the



Commonwealth of Virginia, the Appalachia Region, the Southeast, and the across the
country.

Measurable and accountable: Clear and measurable impact goals, allowing for
ongoing evaluation and accountability, ensuring that resources are used effectively.
Financial viability: Sound financial structure and a realistic path to financial
sustainability, ensuring that the project can achieve its goals without perpetual
reliance on external funding.

Diversity: Ensure consideration of investments with diverse (BIPOC, Women,
LGTBQ+) firms, and/or projects that benefit Black, Indigenous, and People of Color
communities.

The Portfolio will invest in strategies that seeks to accomplish one or more of the following:

5.

6.

10.

11.

12.

Community leadership and ownership. Direct capital to community driven
initiatives, supporting community control and accountability.

Strengthen community capacity: Strengthen the capacity of the community or
organization to address future challenges, fostering long-term sustainability.

High potential for significant impact: Potential to serve as a catalyst for systemic
and transformational change, addressing the root causes of social or environmental
challenges.

Address market gaps: Address a market failure or gap where traditional financing is
not available or sufficient.

Leverage additional capital: Stimulate further investment and amplifying the overall
impact. Help new managers/funds establish a track record.

Demonstrate innovation: Support innovative, creative and sometimes
unconventional approaches to solving social and/or environmental problems.
Collaboration and partnerships: Foster collaboration and partnerships among
various stakeholders, including the Foundation, investees, community members,
and other funders, creating a synergistic network for impact.

Scalability and replication: The catalytic investment should have the potential to be
scaled up or replicated in other contexts, expanding its reach and impact beyond the
initial project.

IV. Investment Guidelines
Weissberg Foundation’s Catalytic investments may carry greater financial risk than those

within

the Endowment portfolio. Impact is prioritized over financial return within the

Catalytic portfolio. Expected performance targets will be determined based upon the
intended impact outcomes and the return potential of each individual investment. The
Portfolio carries a single set of risk-return objectives and liquidity constraints. The long-term
financial objective is a return of capital plus 3-5% on a total portfolio level.



Comparison of Return Expectations and Risk Tolerance
Endowment vs. Catalytic Portfolio

Key Portfolio Endowment Catalytic
Characteristics
Time Horizon Long-Term Long-Term
Return Expectations Market Rate Returns 3% -5% for total portfolio
Risk Tolerance Moderate High
Liquidity Needs 6% Spending Policy Low
Volatility Moderate High
Social, Environmental & Moderate/High High
Community Impact

*A long-term time horizon is defined as an expected investment holding period of 5-15 years before the return
of invested catalytic capital.

At least 50% of Catalytic Investment asset allocation should be directed to the
Southeast/Appalachia (with at least half of that in Virginia).

V. Timeline and Process

To support the inaugural Catalytic Investment Portfolio, the Foundation will implement its
Catalytic Investment Strategy over a three-year period (pacing model), with the goal of
learning, refining its approach, and field building. Unallocated sums from the previous year’s
target allocation may be rolled over to forthcoming year(s) to supplement any current year’s
allocation targets.

The Investment Committee, in consultation with the Investment Advisor, will make
investments in opportunities that advance the Foundation’s core mission of dismantling
structural racism and fostering a more equitable society.

Phase 1 (Years 1-2) of the implementation plan will consist of Catalytic Strategy refinement
and sourcing, diligence, and funding of impact-first managers, including an optimal blend of
loan funds and private equity funds.

Phase 2 will involve identifying and evaluating both fund investment and direct investments
in companies and projects focused on impact aligned with the Foundation’s mission.

Opportunistic investments will also be considered as they arise.

A typical timeline for implementing specific investments may be as follows:



Months 1-3 Months 4-7 Months 8-12
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Investment Decision criteria, including mission  capital including co-
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catalytic sleeve

TONIIC has developed a framework to determine the suitability of providing catalytic capital
in a particular investment. It does not replace the other aspects of investment decision
making. This framework complements a robust due diligence process, determining the
appropriate ticket size, the fit of the investment in the portfolio, risk tolerance, and other
diligence matters.
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If the answer to all these questions is “yes,” the model suggests that providing catalytic
capital is appropriate in this case. If at any step the answer is “no”, the model is suggesting
not to make the proposed investment.

VI. Primary Catalytic Investment Instruments

Weissberg Foundation may explore a range of Catalytic solutions. All investments will be
based in solidarity and non-extractive relationship building with partner organizations and
companies. Investments must comply with all relevant laws and regulations. Permitted
investments under this policy include:

1.

Impact Funds: Investment vehicles that pool capital from multiple investors and
focus on generating positive social or environmental impact alongside financial
returns. The Foundation may invest in established high impact funds, or act as an
anchor investor in new impact funds, de-risking the fund for other investors and
encouraging broader participation in the impact investing space.

Early-Stage Ventures: The Foundation may invest in companies or non-profits at the
initial stages of development, addressing systemic social or environmental
challenges with innovative solutions, and serving to attract conventional capital to
further scale the impact of these ventures. Early-stage ventures may be high-risk with
uncertain financial returns.

Debt Guarantees/Credit Enhancements: Debt (Loan) guarantees and credit
enhancements are an agreement that guarantees a debt will be repaid to a lender by
another party if the borrower defaults. Impact investors may provide such investment
instruments in the form of unfunded debt guarantees to support co-lending among
CDFls or other community-oriented financial institutions to expand financing for
social enterprises. Concessionary loans, offering below-market interest rates to
support impactful projects, may also be considered.

Forgivable Loans: Forgivable loans are a type of loan that allows borrowers to have
the balance of their loan either partially or totally forgiven if they meet certain pre-
agreed upon conditions with the investor.

For example: A lender may provide such a loan to an organization to develop a
building and allow for loan forgiveness if the building is used for low-income housing
for a specific number of years. Forgivable loans may be converted to grants upon
achieving social impact goals.

Impact Infrastructure Investments: These are investments in infrastructure
projects that generate positive social and environmental benefits alongside financial
returns. Examples include investments in renewable energy grids, affordable
housing developments, or sustainable transportation systems. Catalytic capital from
foundations can help bridge funding gaps and attract additional investors to these
crucial infrastructure projects.

Advocacy/Catalytic Potential and Other Patient Capital: The Foundation may
provide long-term financing options to support projects and organizations that



enable broader impact investing activities. These could include impact
measurement firms, impact accelerators, or impact investing networks.

VII. Due Diligence

The Investment Committee, with support from Staff, the Investment Advisor, and specialty
consultants, are responsible for cultivating deal flow. The Foundation will also source deals
through inbound referrals from programmatic partners, conferences, impact investment
ecosystem events, and from within its network.

Investment Categories
The Foundation categorizes catalytic investment opportunities into two primary types, which
will inform the depth, approach, and timeline of due diligence:

1. Bespoke Investments
Defined as investments that:

Are place-based in Virginia or the Appalachia region

Involve direct investment in individual founders, businesses, or projects

Require significant customization of terms, structure, or engagement

Feature innovative or pioneering approaches that may not have established
precedents

May require more intensive Foundation engagement and support beyond capital
Often have a higher level of mission alignment with the Foundation's place-based
priorities

2. Turnkey Investments
Defined as investments that:

Operate at a larger scale or across multiple regions

Are structured as funds or other pooled investment vehicles with multiple
participants

Feature standardized terms and structures

Are managed by established teams with demonstrated track records

Typically require less direct engagement from the Foundation

Present opportunities for broader impact with more efficiency in deployment

The Foundation aims to complete approximately one bespoke investment and
several turnkey investments per year, balancing the higher-touch nature of bespoke
opportunities with the efficiency of turnkey investments.

The Foundation will apply a tiered due diligence approach based on investment category:



For Bespoke Investments:

Extended preliminary assessment period (60-90 days)

More intensive stakeholder engagement, including community voices

Additional focus on local context and community needs

Deeper evaluation of the founder/entrepreneur track record and capacity

More hands-on relationship building with investees

Greater emphasis on technical assistance needs and post-investment support
requirements

Consideration of partnership opportunities with local co-investors

For Turnkey Investments:

Streamlined preliminary assessment period (30-45 days)

Greater focus on track record, scale, and investment efficiency

Emphasis on alignment with existing Foundation priorities

Evaluation of manager capacity and history of delivering both financial and impact
returns

Assessment of co-investment participants and their alignment with Foundation
values

Analysis of reporting capabilities and transparency

The following Due Diligence elements will be considered by the Foundation:

The strength of the investee's management team and community partners.
Track record (if applicable) of investee organization and project.

Timeline.

Financial sustainability of the investee's business model.

Investment terms.

Deal structure.

Financial viability of the project

Potential for innovation.

Alignment with the Foundation’s mission, risk tolerance and return expectations for
the overall Catalytic portfolio.

Stage of investment

Potential for measurable impact.

Additionality of the Foundation’s investment.

Impact outcomes.

VIII. Evaluation Framework
The evaluation of the catalytic investment portfolio will be conducted on a periodic basis
(e.g., annually) by the Investment Advisor, in coordination with the Investment Committee



and Staff, and will involve a combination of quantitative and qualitative methods.
Quantitative methods may include analyzing financial data, impact reports, and
performance metrics. Qualitative methods may include stakeholder interviews, focus
groups, and case studies.

The performance of the catalytic investment portfolio is evaluated based on a set of key
metrics, including:

e Impact Assessment: Measures whether the investments are achieving the desired
social and/or environmental impact, using relevant indicators aligned with the
Foundation's mission.

¢ Financial Performance: Measures the financial return of each investment.

e Catalyze Additional Capital: Attracts additional catalytic and conventional funding.

¢ Innovation and Learning: Are there opportunities to learn from successes and
failures and improve investment practices?

The evaluation results will be summarized in a comprehensive report that will be presented
to the Foundation's Board of Directors. The report will provide an overview of key findings,
areas of success, challenges/missteps, and recommendations for future catalytic
investments.



