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Disclaimer
Inherent Limitations

This presentation is given subject to the written terms of KPMG’s engagement. The services provided in connection with this 
engagement comprise an advisory engagement which is not subject to Australian Auditing Standards or Australian Standards on Review 
or Assurance Engagements, and consequently no opinions or conclusions intended to convey assurance have been expressed. 

No warranty of completeness, accuracy or reliability is given in relation to the statements and representations made by, and the
information and documentation provided by, the Department of Treasury and Finance, management and personnel / stakeholders 
consulted as part of the process.

KPMG have indicated within this presentation the sources of the information provided.  We have not sought to independently verify those 
sources unless otherwise noted within the presentation.

No reliance should be placed by the Department of Treasury and Finance and / or any third party on additional oral remarks provided 
during the presentation, unless these are confirmed in writing by KPMG.

The presentation is dated 31 August 2016 and KPMG accepts no liability for and has not undertaken work in respect of any event 
subsequent to that date which may affect the presentation. KPMG is under no obligation in any circumstance to update this presentation, 
in either oral or written form, for events occurring after the presentation has been issued in final form.

The content of this presentation has been formed on the above basis.

Third Party Reliance

This presentation has been prepared at the request of the Department of Treasury and Finance in accordance with the terms of KPMG’s 
engagement letter dated 30 August 2016.  Other than our responsibility to the Department of Treasury and Finance, neither KPMG nor 
any member or employee of KPMG undertakes responsibility arising in any way from reliance placed by a third party (including, but not 
limited to, non-government organisations) on this presentation. Any reliance placed is that party’s sole responsibility.

The presentation and the accompanying slide pack are provided solely for the benefit of the Department of Treasury and Finance.  
KPMG accepts no responsibility to anyone other than the Department of Treasury and Finance for the information contained in this 
presentation. KPMG shall not be liable for any losses, claims, expenses, actions, demands, damages, liabilities or any other proceedings 
arising out of any reliance by third parties on this presentation. 
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Context for the NSW Trial

• Investors increasing interested in blended value (rather than philanthropy)

• NGOs recognised changed context; interested in predictable funding

Policy shift

NGOs and 
Investors

Australian 
Government

Provision of services

• Social enterprise development and Investment fund (SEDIF):  $40.6 
million ($20million seed funding to be matched by social investment)

• National review of NGO sector (National Productivity Report- Review 
of the contribution of the NFP sector); review of market for social 
investment

Increased service demand, funding is 
stretched, doing ‘more with less’

GOVERNMENT

NON GOVERNMENT 

INVESTORS
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Timeline for NSW beginnings

Burnside signs 
Implementation 
Agreement

The 
Benevolent 

Society 
commences 

services

Mar – Jun 
2013

Mar 2012 –
Feb 2013

Sep 2011 –
Feb 2012 

Mar – Aug 
2011

Joint 
Development 
Phase (11-12 

months)

Feasibility 
study 
(Centre for social 
impact)

Feb – Mar 
2011

NSW Premier 
announces 

plans for 
Social Impact 

Bonds

RFP Phase 
(6 months)

Jul – Nov 
2013

The Benevolent 
Society signs 

Implementation 
Agreement

Government 
Planning (pre 
RFP – 6 
months)

Burnside 
commences 
services

Source: 2014 KPMG Evaluation of the Joint development Phase of NSW Social Benefit Bonds
See http://www.osii.nsw.gov.au/assets/office-of-social-impact-investment/files/Evaluation-of-the-Joint-Development-Phase.pdf

http://www.osii.nsw.gov.au/assets/office-of-social-impact-investment/files/Evaluation-of-the-Joint-Development-Phase.pdf
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NSW Current state

Track record of 
bonds

Two operating; 
one signed; 

Others in 
development 

Policy and 
Guidance

Statement of 
principles, Website,
Sample contracts 

Statement of 
Opportunities

Two social impact 
investment 

transactions per year 
per year

Office of Social 
Impact Investment
Joint TSY/ DPC initiative

Earlier work

In development

- Out of home care, Recidivism

- Chronic disease, Young people 
leaving care, homelessness and 
mental health 

Agenda for 2016

- Increasing permanency through 
open adoption, Aboriginal Centre 
of Excellence, early childhood 
education, road safety, domestic 
and family violence, homelessness 
among veterans, and waste 
management
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Key stages – market development

Source: J Freireich and K Fulton, Investing for social and environmental impact: a design for catalysing an emerging industry, Monitor 
Institute 2009 p 12, in IMPACT-Australia, Investment for social and economic benefit

NSW current state

- Disparate 
entrepreneurial 
activities spring up 
in response to 
market need or 
policy initiatives

- Disruptive 
innovators may 
pursue new 
business models in 
seemingly mature 
industries

- The industry is 
characterized by a 
lack on competition 
except at the top 
end of the market

- Centres of activity 
begin to develop

- Infrastructure is built 
that reduces 
transaction costs and 
supports a higher 
volume of activity

- Growth occurs as 
mainstream players 
enter a functioning 
market

- Entities are able to 
leverage the fixed 
costs of their 
previous 
investments in 
infrastructure 
across higher 
volumes of activity

- Organisations may 
become more 
specialised

- Activities reach a 
relatively steady 
state and growth 
rates slow

- Some consolidation 
may occur

Maturity
Uncoordinated 

innovation
Marketplace 

building

Capturing the 
value of the 
marketplace

5 years
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Capacity Building 

Recommended
solutions

• Centralised project 
management  

• Alignment of parties
• Governance 
• Expert advisory group
• Clarity around 

parameters

• Myths, misunderstanding and 
misinformation about bonds

• Assumptions by all three parties
• As a ‘first’ – little experience

• Requires expertise across a 
number of areas (measurement, 
contracting, finance, human 
services)

Myths 

• Capacity building 
(tools, workshops, 
information) 

• Education 
• Dedicated 

specialised 
positions
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Collaboration – building alignment

Different interests and perspectives of the parties
- Lack of understanding of the other parties
- Different language & modes of operating

• Clarity of goals for the 3 parties in the transaction
• Policy alignment for Government (what is the policy agenda?)
• Governance to support collaboration and negotiation  (Eg staged 

approach) 
• Neutral broker positions (Treasury’s project management)
• Possible role of financial intermediary or advisory services
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Measurement, Measurement, Measurement 

Data

Counterfactual

Evidence base vs. 
innovation

Focus on 
outcomes

Trial is an 
innovation

Increased 
transparency, rigour
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SIBs are complex end of transactions
Investment options in  NSW

Figure 1 - Different types of social investment transactions 

‘Payment by 
results1 2 3Social benefit 

bonds
Layered and pooled 
investments’ 

NSW Government (2015) Social Impact Investment Policy
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• 595 low income three and four year olds 2013-14 school year; 110 four year 
olds identified as needing special education; Only one child needed special 
education; $281,550 savings for government in a year

• Overstated success – most programs achieve 10-20% success; children were 
tested in English for the baseline thus overstating need for service (See NYT 
3/11/15 Popper,N) 

• Program was assessed by Vera Institute to not produce outcomes 
• August 2015 program discontinued
• How should success be defined? 

− Funds were not spent on a program that was not achieving outcomes 
(transparency, accountability and value for money)

− Social problems still persist beyond the timeline of the bond attempt (see 
Non-Profit Quarterly 7 Aug 2015)

International learnings
Peterborough Trial

 Redefining success 

Riker’s Island

 Program success rate

Utah pre-schoolers

 Measurement matters 

New Zealand bond
 Engagement and 

alignment

Japan social impact bond
 Tailor measurement to 

context

1

2

3

4

5

• First bond worldwide - bond started with the market – investors and provider going 
to government with a ‘good idea’

• Discontinued when UK government adopted post release services as part of 
broader justice policy reform agenda (April 2014). The SIB contract allowed for 
termination.

• World leading engagement with the sector; early business case to government

• Discontinuation

• Japan is trialling a bond in Adoption sponsored by the Nippon Foundation

• Measurement needs to be tailored to specific context of the bonds and 
development of social programs in that context
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Key messages
Drivers for SIBs come from three different directions (Government, NGOs and 
Investors) – need to seek alignment of interests and develop partnerships

Social impact bonds are complex and only one form of social 
investment

Collaboration and cooperation is pre-requisite to successful 
implementation

Measurement is key to the transaction and requires good 
understanding of measurement in social programs

Victoria has its own unique context and opportunity to make history in 
developing the first Victorian bonds 

1

2

3

4

5
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Your contacts for social benefit bond advice

Ruth Lawrence
Associate Director
Health, Ageing and 
Human Services 
Lead - social investment
Tel +61 2 93465554

KPMG lead with Liz Forsyth for social investment

Extensive experience in development of social finance policy and working with government to
implement social impact investment programs.

Dr Lawrence has over 15 year’s experience in senior advisory roles in government including
strategic policy and research roles in NSW Treasury, the Department of Justice and Attorney
General, the NSW Bureau of Crime Statistics and Research, and the Commission for Children
and Young People.

Liz Forsyth 
KPMG Sector lead for 
Health, Ageing and 
Human Services
Social impact investment 
Tel +61 2 9335 8233

KPMG lead partner for social impact bonds; sector lead for Health, Ageing and Human 
Services
Liz is a senior partner of KPMG Australia’s Management Consulting Business, and Partner in 
Charge Markets and Sectors (Management Consulting).  Liz is also Deputy Chairperson of 
KPMG Australia, and until recently was on the Board of the Health Sciences faculty at Sydney 
University.
Liz’s driving passion when working is health and social policy reform. Her work predominantly 
focuses on issues related to disadvantage, disability and vulnerability, covering the many and 
varied aspects of the health, human services and aged care portfolios at both state and 
national levels.

Partner and KPMG Deal Advisory lead for Health Ageing and Human Services. 

Scott has 20 years corporate finance advisory experience, most recently specialising in 
providing advice in relation to capital management and funding. Scott has provided advice on 
the structuring and execution of a range of funding transactions for not-for-profits and social 
investment initiatives around Australia. 

Scott has experience in quality assurance and review of the strategic modelling and execution 
of transactions in his role as subject matter expert.

Scott Mesley
Partner
Deal Advisory 
Tel +61 3 9288 6748



kpmg.com.au kpmg.com.au/app

© 2016 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms 
affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 

The KPMG name and logo are registered trademarks or trademarks of KPMG International.

Liability limited by a scheme approved under Professional Standards Legislation.

http://kpmg.com/socialmedia
https://www.youtube.com/user/kpmgaustralia
https://www.youtube.com/user/kpmgaustralia
https://www.facebook.com/KPMGinAustraliaGraduatesandStudents?fref=ts
https://www.facebook.com/KPMGinAustraliaGraduatesandStudents?fref=ts
https://instagram.com/kpmgaustralia/
https://instagram.com/kpmgaustralia/
https://www.linkedin.com/company/kpmg-australia?trk=hb_tab_compy_id_2639873
https://www.linkedin.com/company/kpmg-australia?trk=hb_tab_compy_id_2639873
https://twitter.com/kpmgaustralia
https://twitter.com/kpmgaustralia
http://kpmg.com/socialmedia

	Slide Number 1
	Disclaimer
	Five years ago in NSW
	Context for the NSW Trial
	Timeline for NSW beginnings
	NSW Current state
	Key stages – market development
	Learnings
	Capacity Building 
	Collaboration – building alignment
	Measurement, Measurement, Measurement 
	SIBs are complex end of transactions
	International learnings
	Key messages
	Your contacts for social benefit bond advice
	Slide Number 16

