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Blended Catalyst Fund Letter	

October 30, 2016 

Dear Friends: 

It is our pleasure to report to you on the Blended Catalyst Fund activities for the period from first closing 
on December 15, 2015 through June 30, 2016. On December 15, 2016, we closed the newly created 
Blended Catalyst Fund with $28.9 million in commitments ($15.0 million seniors, $9.4 million juniors, 
and $4.5 million grants). On July 22, 2016 we closed an additional $2.0 million in the junior tranche with 
the John D. And Catherine T. MacArthur Foundation, making the Blended Catalyst Fund a $30.9 million 
fund. We have until December 15, 2016 to raise additional capital and are working with several Living 
Cities members and non-members to close additional commitments in the coming months. 

Other key developments of fiscal year 2016, from December 2015 through June 2016, include: 

New Investments: We closed three investments – a $500 thousand loan to Denver PFS LLC, a $2.0 
million investment in Impact Ventures III and a $500 thousand investment in the Urban Innovation 
Fund.  
 
The $500,000 loan to the Denver PFS LLC is part of an $8.6 million structure that will go toward 
providing housing and wrap-around services through Assertive Community Treatment to 250 
chronically homeless individuals over the next five years. Investors will get paid back based on two 
outcomes: number of days in stable housing and percent reduction of days spent in jail over 5 years. 
We invested in this project because of the role of the public sector and the issue area; this is our first 
investment in a Pay for Success transaction implemented by a city government and in the issue area of 
chronic homelessness. In addition, program performance and evaluation data will be disaggregated by 
racial demographics, allowing us to evaluate the racial equity impact of the intervention in Denver. Our 
co-investors are Northern Trust Company, Walton Family Foundation, Piton Foundation, Laura and 
John Arnold Foundation, Colorado Health Foundation, Denver Foundation, and Nonprofit Finance 
Fund. 
 
Impact Ventures III is a private equity impact investment fund managed by City Light Capital that will 
invest in social enterprises addressing urban issues related to education, safety and sustainability. After 
exploring the social enterprise landscape over the past year we believe that entrepreneurs, through the 
products or services their companies are providing, have the potential to play a critical and 
complimentary role to government and philanthropy in addressing issues that disproportionately affect 
low-income people at scale. Our hope is that we will be able test and scale the solutions that come out 
of Impact Ventures III to the places we are working in while learning about more the entrepreneurial 
ecosystem.  

The Urban Innovation Fund is a venture capital fund that will invest in early-stage social innovators 
solving critical community challenges in domestic cities. The Urban Innovation Fund is managed by 
Julie Lein and Clara Brenner, who, in 2012, started Tumml, an urban ventures accelerator with a 
mission to empower entrepreneurs to solve urban problems. Through their experience with Tumml, 
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Julie and Clara identified a market and impact opportunity that has been doubly overlooked by most 
other investors: underserved and under-financed markets and entrepreneurs. Julie and Clara created 
the Urban Innovation Fund to fill this gap in the market by providing financial resources to underserved 
entrepreneurs, who are often women and/or people of color, and to connect them to the knowledge, 
tools and networks they need to scale their impact across the U.S. In addition, one of the key reasons 
we invested in this particular venture capital fund was the Urban Innovation Fund’s core belief that the 
public sector – specifically policy and regulatory issues -- can foster or inhibit the scaling of innovations 
and the success of entrepreneurs. Julie and Clara’s track record of working with government instead of 
around government is one of the reasons we believe the Urban Innovation Fund can play a key role in 
unlocking innovation to serve core urban needs.	UIF had a first close of $6.0 million, and aims to be a 
$20.0 million venture capital fund with its final close at the end of the calendar year.  

In addition, we have a pipeline of $23 million. As of fiscal year end, two transactions had been approved 
by the Blended Catalyst Fund  Investment Committee and should close by December. After the end of 
the fiscal year, two other deals were approved and are also expected to close by December.  There are 
five other transactions that have received greenlights. We are closely managing the pipeline to assure 
that we meet our closed commitment covenant and that we maintain a diverse and innovative portfolio.   

Deployment: Through June 30, 2016, we deployed $283 thousand. Since the end of the fiscal year, 
another $80 thousand has been deployed. We used grant capital to fund the cash needs of our 
borrowers, but expect to draw cash from our investors by the end of December. 

Compliance: Through June 30, 2016, the Blended Catalyst Fund is in compliance with all covenants 

Thank you for your support and advice. We appreciate your commitment to the Blended Catalyst 
Fund and the low-income communities we serve. Please let us know if you have any questions or 
ideas. 

  
 
Ben Hecht  Eileen Neely Brian Nagendra Sindhu Lakshmanan 

 
INVESTOR SUMMARY 

As of June 30, 2016, the Blended Catalyst Fund had investor commitments of $28.9 million from ten 
investors.   
 

 Current Commitment Paid-In (Disbursed) 

 Junior Senior Equity Junior Senior Equity 

Casey  2,500,000  -  -  -  -  -

DB Trust  -  5,000,000  -  -  -  -

Ford  2,000,000  -  -  -  -  -

Kresge  2,000,000  -  -  -  -  -
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MetLife Insurance  -  5,000,000  -  -  -  -

Prudential  -  5,000,000  -  -  -  -

San Francisco Fdn  875,000  -  -  -  -  -

Surdna  2,000,000  -  -  -  -  -

Living Cities***  -  -  4,525,000  -  -  4,525,000 

Total  9,375,000 15,000,000  4,525,000  -  -  4,525,000 
As of 6/30/2016 

 

PORTFOLIO SNAPSHOT 

During fiscal year 2016, the Blended Catalyst Fund made new commitments of $3.0 million through 
three investments. Our $3.0 million in investment commitments launched initiatives with total funding 
of more than $47.8 million from private and philanthropic financing partners, resulting in a leverage 
ratio of 16 times. 
 
Investment Use of Proceeds Closing 

Date
Maturity 

Date
Commitment Outstanding 

Balance 
Rate Risk 

Rating 
Loss 
Allocation

Payment 
Status 

Denver PFS LLC Homelessness  2/12/2016 6/30/2021 500,000 - 3.00% 3- 15.00% NA 

Impact Ventures III Social Enterprise 3/3/2016 9/30/2025 2,000,000 223,286 0.00% 3+ 5.00% NA 

Urban Innovation Fund Social Enterprise 5/31/2016 5/31/2026 500,000 60,000 0.00% 3 10.00% NA 

   TOTALS 3,000,000 283,286    

 
  



4 
	

Social Impact Indicators	

Schedule 6 of the Blended Catalyst Fund Master Loan Agreement identified four areas of social 
impact metrics we track. The following section summarizes out progress to date. 
 
(1) Impact on low-income people and communities 

a. Impact achieved by our Qualified Recipients  
Denver PFS LLC (Homelessness) 
In January 2016, the Blended Catalyst Fund closed a $500,000 loan in the Denver Pay for 
Success Project for Chronically Homeless Individuals. The financing will pay for the Mental 
Health Center of Denver (MHCD) and the Colorado Coalition for the Homeless (CCH) to 
provide intensive wrap-around services to 250 “high-utilizers” of court, jail, detox and 
emergency room services.  In addition to receiving supportive services, program participants 
will also be placed into permanent affordable housing that is being developed in tandem with 
the project. The goals of the program are to reduce the number of days in jail, detox, and 
emergency room visits over a six year period.  
 
The table below summarizes the results of the project, from the project launch in January 
2016 through June 2016.  

Project Activity # of individuals % of treatment group 

Assigned to Treatment Group  55 100% 

Engaged in Program 46 84% 

Passed Housing Screen 44 80% 

Placed in Housing 32 58% 

 
The table presents interim results. The first validated outcome reporting will be in January 
2018.   

Impact Ventures III (Social Enterprises) 

There are currently six companies in the Impact Ventures III portfolio, and they address 
challenges around clean energy, job training and placement, workforce safety and efficiency, 
early childhood education, and carbon emissions.  

Koru and Practice address job training and placement challenges. Koru, a company that 
uses an unbiased matching tool to remove barriers to employment faced by low income 
people and people of color, has seen an 84% job placement rate across 18 programs with 
576 graduates. Practice is a portfolio company that uses video-based job training to fill the 5 

million U.S. jobs that go unfilled due to skills gaps.  

Portfolio companies Ohmconnect and Arcadia Power are focused on reducing carbon 
omissions. Ohmconnect is a next-generation demand response provider that pays 
residential customers to reduce their electricity use during peak energy times, when their 
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energy is likely coming from the grid’s most carbon intensive power plants. Users can make 
reductions manually, or if they have smart devices like Wi-Fi thermostats, they can link their 
devices to Ohmconnect and the company automatically reduces electricity use for them. 
When users reduce electricity use below normal levels, Ohmconnect aggregates their saved 
energy and sells it into the electricity market. Users who reduce their energy consumption 
receive that revenue and Ohmconnect retains a portion. Arcadia Power offers its customers 

a number of green products and services in a relatively seamless way. Its first offering allows 
customers to offset their electricity use through the purchase of wind power Renewable 
Energy Certificates.  

Kinetic is the maker of wearable devices and safety analytics dashboards for material 
handling work that can significantly reduce lifting-related injuries. The company seeks to 
create millions of safer and more productive workers across a number of sectors.  
 
Tinkergarten seeks to bring high-quality, play-based early childhood education to every 
community through a networked model that earns additional income for local community 
leaders.  
 
Urban Innovation Fund (Social Enterprises) 
Urban Innovation Fund (UIF) is a venture capital fund that invests in early-stage social 
innovators solving critical community challenges in domestic cities. It is the first venture 
capital fund to exclusively target entrepreneurs with an explicit goal of solving urban 
problems.  

 
UIF has begun to build its portfolio and made its first investment in the seed round for Valor 
Water Analytics. Valor is a data analytics product that transforms water utility billing data 
into financial and conservation solutions for the community. A B2B startup, Valor sells 
directly to water utilities and channel partners that have water utility clients, and hopes to 
reduce the cost of data analysis for the 52,000 local water utilities in the U.S with an ultimate 
goal of reducing water usage. Within the UIF framework, Valor falls within “natural resources 
& sustainability” – how cities can efficiently deliver sufficient energy and water to 
communities while supporting conservation. Valor’s B2B business model means that each 
water utility adds thousands of consumers to its service. Currently, with 250,000 meters 
under contract, the goal is to expand to 2 million in the next year, resulting in more efficient 
service delivery, infrastructure improvements, and robust conservation efforts in the 
communities Valor services. 

b. Number and dollar amount of Qualified Expenditures originated to high impact 
organizations doing innovative work in Living Cities priority areas 
Number: 3 
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Dollar amount: $3,000,000 

c. Dollars leveraged by Living Cities Qualified Expenditures 
Our $3.0 million of investments leveraged $47.8 million, or 16 times. 

(2) Impact on organizations that are borrowers from the Blended Catalyst Fund 
It is too early to see significant impact on our borrowers. 

 
(3) Impact on Blended Catalyst Fund Investors and Co-Investors 

a. # New Investors 
- New Investors not part of the existing Living Cities Catalyst Fund (target: 5-6): 5 

o Prudential Social Investments 
o Deutsche Bank Trust 
o Metropolitan Life 
o The San Francisco Foundation 
o Surdna Foundation 

- New investors to Living Cities (target: 2-3): 1 
o The San Francisco Foundation 

b. # New Co-investors 
- Percentage of transactions with co-investors who have not previously invested alongside 

Living Cities (target: 75%): 100%  

- Percentage of transactions with co-investors who have not previously invested in the way 
they are investing (target: 25%): 100% 

o Of our seven co-investors in the Denver PFS LLC transaction, four had not 
previously invested in a Pay for Success transaction.  

o We invested in Impact Ventures III with 62 other co-investors. Of those, just under 
half had not previously intentionally invested for impact unless it was with City Light 
on an earlier impact fund. 

o Of the $6.0 million initial investments in the Urban Innovation Fund, multiple high net 
worth individuals and family offices, accounting for approximately $2.5 million in 
investment, have not done impact investing before. They are primarily tech and real 
estate investors.  In addition, the Penney Family Fund, a family foundation that has 
traditionally been a grantmaking institution, made one of their first ever PRIs into the 
fund. 

c. Public Sector Innovation 
- Percentage of transactions aligned with Public sector innovation (target: 25%): 33% 

o The City of Denver is the payor in the Denver PFS LLC transaction. 
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d. Borrower Innovation 
o Denver PFS: 

 We requested that data collected regarding the participants served through 
the Denver PFS program be disaggregated by race. In response, Urban 
Institute added reporting on racial demographics to reporting documents, 
which was new for this particular project. With this data, we’ll know if the 
intervention disproportionately affects different populations. 

 Denver’s Mayor created a new Office of Behavioral Health Strategies. Many 
different agencies in Denver deliver services and work in the mental health 
arena, but no one agency or group “owns” the issue. By establishing this 
office, the first of its kind for a major metropolitan city, the Mayor’s efforts 
have the potential to change, and greatly improve, how the city approaches 
the issue of behavioral health.  

 The service provider contract fully funds the costs of providing the services 
for the PFS project. The contract also allows for innovation within the 
provider’s service provision and does not tie them to prescriptive inputs. 

e. Knowledge Sharing 
- Presentations to new types of investors or investor advisors (target: 1-2 annually) 

1) Pay for Success Funder Convening, invitation only panel at Salt Lake County Innovation 
Summit with Ellen Ward 

2) Lessons Learned: Case Studies from MRI and PRI Funders and Recipients Panel, panel 
at Georgetown University Law Center’s Nonprofit Governance Impact Investing: What 
Every Charity Needs to Know About MRls and PRls continuing legal education program 
with Eileen Neely 

3) A Decision Making Framework for Evaluating Impact Investments, presentation at 
Russell Investments Summit 2016 by Eileen Neely 

4) Pay for Success, panel at Mission Investors Exchange with Eileen Neely 
5) PFS Funders, panel at the Richmond Federal Reserve’s Virginia PFS Landscape 

Conference by Sindhu Lakshmanan 
6) Building an Impact Investing Ecosystem, panel at the Venture Jobs Foundation 

Prosperity Conference with Brian Nagendra 

- Written knowledge products about Blended Catalyst Fund innovations targeted to investors 
(target: 2-3 annually) 

1) What We Learned about Collective Impact through Raising the Blended Catalyst Fund, 
blog by Eileen Neely and Brian Nagendra 

2) Achieving Permanent Housing for Denver’s Chronically Homeless Population, blog by 
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Ellen Ward 
3) How We Started a Venture Capital Firm to Fund Urban Innovation Startups, blog by 

Clara Brenner and Julie Lein 
4) Exploring the Possibilities of Social Enterprises, blog by Ellen Ward and Sindhu 

Lakshmanan 

- Presentations to new types of borrowers or to public sector innovators (1-2 annually) 

1) Pay for Success Readiness, panel at the Living Cities Project on Municipal Innovation 
convening with Eileen Neely 

2) Creative Infrastructure Financing and the Blended Catalyst Fund, presentation to Living 
Cities’ City Accelerator Infrastructure Monthly Webinar by Eileen Neely 

- Written knowledge products annually about Blended Catalyst Fund innovations targeted to 
borrowers or the public sector (2-3 annually) 

1) Using Public Land to Create Equitable Communities: Why Should Public Agencies Invest 
in eTOD?, blog by Craig Adelman and Devin Culbertson 

2) Using Public Land to Create Equitable Communities: Financial Best Practices, blog by 
Craig Adelman and Devin Culbertson 

3) Using Public Land to Create Equitable Communities: Policy Best Practices, blog by Craig 
Adelman and Devin Culbertson 

- Other knowledge sharing 

1) Pay For Success: Impact Investing's Answer to #BlackLivesMatter, interview of Ben 
Hecht and Eileen Neely by Devin Thorpe, Forbes 

2) Connecting Data to Values: Pay for Success, panel at Do Good Data 2016 with Eileen 
Neely 

(4) Portfolio Quality Measures 
a. Timely repayment: In compliance. No repayments were due during the 2016 fiscal year. 
b. Compliance with Covenants: In Compliance, reported in the covenant report. 

 


