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WHY PHILANTHROPY?

The past decade has seen a significant rise in philanthropy, with more donors willing to put money and effort
into making the most of their giving.i Many are at the point of thinking about how their wealth can make a
difference improving the lives of others - beyond their immediate family and heirs.

Put simply, philanthropy is the love and support for humanity. It is vast and complex in its nature as it responds
to the complicated issues in our modern society that is overshooting its limits. But at its best, philanthropy grants
money and other private resources to those working to make some kind of difference in the world — it seeks
positive social and environmental change without any expectation of personal gain.

Charity is distinct in that it often refers to alleviating the suffering caused by social-environmental problems —
typically a short-term, reactive response to an immediate problem or issue, whereas philanthropy seeks to go
deeper to focus on helping eliminate the underlying social-environmental issue. It has an intentional focus on
the impact it seeks to deliver, and it typically takes a more informed and targeted approach in addition to a
commitment to longer term funding.

Philanthropy grants money and other private resources

to those working to make some kind of difference in

the world — it seeks positive social and environmental
change without any expectation of personal gain.
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The reasons to give will vary, but the community need for philanthropy remains. They can include intent to solve
pressing social problems, to act on a religious, cultural or philosophical belief of responsibility to help the less
fortunate, to reinforce inter-generational family values, to achieve recognition, or merely to give greater personal
meaning. For whatever the reason to engage in philanthropy, the case to give towards our shared humanity has
never been stronger.

We live in a world that, for all its goodness, is increasingly unequal, unstable, and unsustainable. Governments,
including in New Zealand with its moderately active welfare state, are struggling to meet traditional
responsibilities to their citizens, as well as to those most in need abroad.

In stating the case for supporting charities and other non-government organisations before the heightened
context of the COVID-19 pandemic, President Bill Clinton observed:

In particular, non-governmental organisations join people together to advance the public good and often have
greater capacity and flexibility to innovate in the delivery of services than government departments. These
organisations provide vital services and support our society in those areas that are not well served by individuals
alone, immediate family, government, or the markets.

Since the outbreak of COVID-19 in New Zealand, there have been many examples of generosity in serving
families, whanau, workplaces, and communities.V As the disruptions of COVID-19 continue, there remains the
case for additional support for our non-profit organisations and the people they serve. The Centre for Social
Impact and Hui E! have reported on the funding shortfall of many New Zealand charities and other non-profits."
In addition to lost income streams, non-profits have faced financial uncertainty, immense pressure on operating
costs (staffing, IT infrastructure, rent), and the challenge of balancing and maintaining a level of service on
reduced revenue.v

While demand for many community services increased, total annual giving in 2020 did not. Charities will be
even more challenged in 2021 to manage the gap between income and expenditure.

Individuals, trusts, and charities give around $3.8 billion per annum to New Zealand causes. In our final outlook
for annual giving to 31 December 2020 we estimated total giving for 2020 remained flat relative to the 2019
giving level against a normal growth rate of 4.4% pa. More concerning, for 2021 we estimate there will be a
drop of 12-15%, reducing total annual giving for 2021 to at least $3.34 billion and taking New Zealand’s giving
levels back to those from 2015.vi

Even in less turbulent times, philanthropic support is critical to resourcing a wide range of organisations that
provide vital services tying together the fabric of our society. The greater need is emphasised now.

Despite the pleasing $3.8b figure, the overall size of philanthropy in New Zealand is relatively small. Individuals
giving to charity comprises only 0.79% of the country's gross domestic product (GDP).Vii Whilst this, as a share
of GDP, is the second highest internationally (behind US’s 1.44%), there are still some who would question
whether philanthropic giving is large enough to make a difference, even where there is collaboration amongst
funders. Compared to our government’s spending on, say, education, health and social welfare services,
philanthropy’s share remains very small.

The accomplishments of philanthropy however can still be significant. Philanthropic dollars are often said to be

society’s “risk capital” - validating and supporting ideas that are considered beyond the mainstream of
government commitments or commercial investment.
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Government contracts with organisations in the community often only cover the basic service delivery leaving
no surplus available for funding innovation or other risk-taking. As the steward of taxpayer dollars, the
government is often, perhaps rightly, adverse to funding new innovations, and the nature of its bureaucratic
thinking leads it away from risk taking, even in times of surplus. Hence philanthropy, whilst relatively small, is
often the only source of funding that can be used by organisations to take risks.

Philanthropy is well placed to fund the try-out of new things, validate what is effective, and build a compelling
case for government to invest in the expansion of any validated programme, however challenging the
development of those partnerships can sometimes be.

This approach, in fact, is part of what made possible the breakthrough type of vaccine that will now be used to
reduce the impact of COVID-19 infections. The Gates Foundation, one of the world’s largest philanthropic funds,
supported the work of the Hungarian-born biochemist Katalin Kariké in whose approach no one believed, but
who is now poised to help curtail the pandemic.*

A local example of philanthropic risk capital is the predator free work that the NEXT Foundation initially seeded
and supported. NEXT is now in partnership with Department of Conversation to apply the eradication
programmes that have been successful in trials to larger tracts of our conservation estate.

Alongside its role in providing risk capital for supporting innovation, the traditional case remains for philanthropy
to step-up and provide support to the most vulnerable in our communities, as the welfare state in New Zealand
has over time cut back in its support.

Our community and energy trusts are a notable example of the traditional distributive approach of supporting in-
the-community activities and projects. What is encouraging to see is that some now hold this approach alongside
a reallocation of some of their granting budget to support innovative programmes over multiple years
(Foundation North, Rata Foundation, WEL Energy Trust, Trust Waikato, and Bay Trust).

In recent years another philanthropic option has emerged that goes beyond traditional grantmaking to leverage
the power of markets to create change. Broadly defined as impact investing, it is the intent to invest capital to
generate additional and measurable social impact in a way that also provides monetary returns — from return of
principal alone to risk-adjusted market rate returns.X Impact investing is still in its infancy but it has promise to
be able to leverage and recycle philanthropic capital, for example in social housing, community infrastructure
projects and as social enterprise.Xi Impact investing is not a replacement for philanthropic contributions, but is
another tool in helping organisations that are proven, and have the ability to repay, to grow.

Because of the increasing complexity, breadth and scale of the challenges needing to be addressed and the
relatively small contributions of funders, philanthropy today is best undertaken with collective attitude and as a
collaborative exercise with other funders, as well as programme implementors.

A philanthropic funder by themselves can help a hungry
child to have a full tummy when they go to school. .. but
a philanthropic funder by themselves cannot solve the
cause of children going to school hungry.

Sue McCabe, Chief Executive of Philanthropy New Zealand
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CALLING FOR MORE FAMILY PHILANTHROPY TO FUND INNOVATION

While the traditional distributive approach in philanthropy continues to have its place, internationally high-profile
leading private family foundations focus on systems change innovations as their primary role in the philanthropic
spectrum.

In response to complex and seemingly intractable problems that threaten the well-being of communities and our
physical environments, these family foundations have sought to understand the underlying conditions that
perpetuate the problem of interest, and they are investing and acting to have an impact on key levers of change.
These levers can include policies, practices, distribution of resources and power, as well as education. i
Adopting this system perspective has been applied by foundations, for example, in challenging recidivism within
criminal justice systems, educational disparities in the public education, and modern slavery in the global
economy.

A systems approach has also been adopted by some of our leading family foundations here such as The Tindall
Foundation, J R McKenzie Trust, Wayne Francis Trust, NEXT Foundation, Todd Foundation and Wilberforce
Foundation. These are some of the most able and remain likely to still be the lead funders on innovations -
particularly systems-change innovations.

The J R McKenzie Trust has, for example, recently documented and made publicly available contemporary
dimensions of philanthropic practice relevant to New Zealand’s bi-cultural context and family foundations that
are supporting innovation.xv

Whilst some community and energy trusts are supporting innovative programmes the responsibility for funding
at this end of the philanthropic spectrum still rests on a few families and their relatively smaller private
philanthropic organisations.*

A key role and place for family foundations in the New Zealand philanthropic community is to actively support
system change innovation, particularly in ways that others are not currently, and we can support and connect
new families who have interest in directing their philanthropy in this way.

Few books have shaken the philanthropic world of this generation more than Anand Giridharadas’ Winners Take
All — a blistering critiqgue of wealthy do-gooders.* He posits that international elites who pretentiously give away
millions of dollars are actually just preserving the status quo that grants them power, and whose self-interest
continues to dominate what they do, including their philanthropy at the expense of solving today’s most pressing
social and environmental problems.

This work is a review of big philanthropy and particularly within the context of the United States. Giridharadas
makes important and provocative appeals to hold big donors and major philanthropic institutions accountable in
a democratic society where they weld disproportionate influence. i

While this increased scrutiny and critique of philanthropy is important for ensuring community accountability, it
is targeting the most grievous unethical expressions of philanthropy. Unfortunately, the temptation for some has
been to extend Giridharadas’ judgments of big philanthropy to judgments about all philanthropy, and in doing so
undermine the significant historical and social role philanthropy can, has, and should play in society.

We hold that organised philanthropy, done well locally and globally, still delivers a dramatic and inclusive impact
in communities. xvii

Philanthropy comes from the heart — from the love of humankind. It is deeply personal and circumstantial. The
path that is right for each philanthropist is one they conceive and design to their own specific circumstances,
ambitions, and values.
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But love, passion and lofty goals will not alone warrant success. Without the capacity to move beyond passion
to effective planning and execution, the philanthropist will be typically left with well-meaning efforts and confuse
good intentions with real effects. Traps for the unwary grantor include: ‘fuzzy headiness,’ flying solo, under
estimating and under investing in the cause, neglect of non-profit organisational capacity overhead, and
accepting satisfactory under performance.xx

Similar to investing, in philanthropy you need a solid strategy to understand what works, what fails, and why.
Whilst there are no simple steps, elaborate frameworks or trusted tools that a philanthropist can always rely on,
Thomas Tierney and Joel Fleishman suggest that by asking the right questions — at the right time and in the
right way - you are far more likely to give wisely and achieve the change you want to bring in the world.

These leaders in philanthropy suggest that in moving from charity to philanthropy you should engage in a
process of rigorous inquiry around six separate but related questions: **

What are my values and beliefs?

What is “success” and how can it be achieved?
What am | accountable for?

What will it take to get the job done?

How do | work with grantees?

Am | getting better?”

Thinking about these questions will help you chart the personal direction of your philanthropic journey and give
it focus. It will also, we believe, help to change the odds of success in your favour through strategies that are
based on evidence, rather than mere hope. Philanthropy is a powerful way to figure out what you, and possibly
your wider family, want your wealth to stand for over the long term.

We can help you on your philanthropic journey and advise on how the financial assets you bring to it can be
integrated into a broader investment strategy. To discuss how we might be able to work with you please
contact your Adviser, or John Morrow, Head of Philanthropy for JBWere NZ, on 09 365 0825 or email him at
john.morrow@jbwere.co.nz

John Morrow is Head of Philanthropy at JBWere New Zealand, based at the Auckland office. He is responsible
for educating, guiding, and supporting JBWere and its clients in delivering positive outcomes for Aotearoa New
Zealand, with others.

The mission of the JBWere Philanthropic Services team is 'to inspire and support our clients to create lasting
positive impact.'

We are the leading provider of services in New Zealand and Australia and serve a broad range of purpose-
driven organisations, institutions, corporations, families and individuals (currently entrusted with more than
$10bn from our for-purpose clients in Australia and New Zealand).

We partner with our clients to support them in delivering on their mission, and fulfil our own, through:
- best practice governance;
- research, education and insight; and
- tailored strategic advice.
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Important notice

The information within this document is indicative and prepared for information purposes only and does not purport to contain all
matters relevant to any particular investment or financial instrument. JBWere and its respective related entities distributing this
document and each of their respective directors, officers and agents (‘the JBWere Group’) believe that the information contained in
this document is correct and that any estimates, opinions, conclusions or recommendations contained in this document are
reasonably held or made as at the time of compilation. However, no warranty is made as to the accuracy or reliability of any
estimates, opinions, conclusions, recommendations (which may change without notice) or other information contained in this
document. To the maximum extent permitted by law, (but, in respect of our clients, subject to the applicable terms and conditions
of our engagement with them), the JBWere Group disclaims all liability and responsibility for any direct or indirect loss or damage
which may be suffered by any recipient through relying on anything contained in or omitted from this document. JBWere does not
hold itself out as providing professional taxation advice. You should consult with your professional tax adviser before acting on any
taxation information contained in this document.

Copyright JBBWere (NZ) Pty Ltd ABN 13 138 488 418. All rights reserved. No part of this communication may be reproduced without
the permission of JBWere.
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