- An HiV-positive
mother and child
Uganda are chehknd by
a healtk workeriga
CIFF-funded pros

Hedge funds beset by slumping returns are donating less
to charity and demanding move concrete vesults.
By STEPHANIE BAKER and TOM CAHILL

From Gettmg to

(slvVIng

Martin Ward, a teachey at & London experimental school
called the Evelyn Grace Academy, is pitching Arpad Busson ona
newidea for getting poor kids interested in science. The charity that
Busson leads, Absolute Return for Kids, or ARK, is a sponsor of
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Evelyn Grace to the tune 0f 2 million pounds. Ward
wants tebuy a used ice-cream truck and curn itinto a
mobile science lab so that kids at cash-strapped
schools around Londen can do hands-on experiments,
Busson, who runs fund-of-hedge-funds firm EIM SA,
asks a few questions and confers with a colleague. “1t’s
done,” he says, “You've got it, We've found the money.”

Busson and other hedge fund moguis are aforcein
global phitanthropy. In thepast decade, hedge funds and
private equity finds have emerged as some of the big-
gestand mosi-visible donors to charities in Enrope, the
U.S. and around the world. The money they spend o
U.K. and New York schools and to ight ATDS in Africa
and Indiz almost always comes with strings attached.

“We’ve got a new generation of philanthropists who
are very driven by resulrs,” says Julian Lob-Levyt,
executive secretary of the Geneva-based GAVI Alli-
ance, a coalition of nonprofits that in 2006 raised 1
hillion in 2 bond sale to finance immunizations for 160
million children in developing nations. “One question
theyask is, ‘How can we get these hard-fought dollars
towork harder?™

No one keeps statistics on overall hedge fund chari-
table giving, vet the amount raised just by the biggest
hedge and private equity firms adds up to hundreds of
millions of dollars each year, London-hased ARK has
raised and given away more than £100 million ($150
million) since 2002. George Soros of New York-based
Soros Fund Management LLC donated more than $500
million to nonprofizs around the world in 2008 alone,
aceording to his office. The New York—based Robin
Hood Foundation, founded by Paul Tudor Jones of
Tudot Investment Corp., raised $56 million atits
celebrity-packed dinner and auction in 2008. Andin
2007, Blackstone Group LP co-founder Peter G, Peter-
son endowed a new foundation with $1 billion after his
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private equity firm sold shares to the public,

Inthe UK., the most generous donor to charity,
aceording to a 2008 Sunday Times ranking, is Chris
Cooper-Hohn {formerly Hohn), the son of a Jamaican
car mechanic. Cooper-Hohn runs The Children's
Investment Fund LLP, or TCI, ahedge fund thatin
2007 alone donated £320 million plus investment gains
of £125 million to the Children's Investment Fund
Foundation, or CIFF, run by his Harvard-educated
wife, Jamie Cooper-Hohn.

TClIis one of many hedge funds that will likely have
less money togive in 2009, Some funds are facing billions
inredemptions from unhappy investors as returns sink.
Thar will mean millions lesa for charity. CIFF's endow-
ment is mostly invesred in TCI and rook a hit after TCI’s
returns fell by double digits in 2008 through September.

ARK may also suffer from the market turmoil. Philip
Falcone, head of New York-based Harbinger Capital Part-
ners, whojoined ARK's U8, board in 2008, saw his flag-
ship fund fall 13 percent in that year through Cetober,
erasinga 42 percent gain as of June. ARK donor Carlo
Grosso’s $3.5 billicn Bermuda-based Kingate Global
Fund Lid. wasentirely invested with Bernie Madoff, the
alleped perpetrator of amassive fraud, and was wiped out.
(See"The Charmed Life of Arpad Busson,” page 34.)

Even so, Busson can call on hedge fund managers
that have done well and donated in the past, including
Michael Platt of BlueCrest Capital Management, John
Paulson of Panlson & Co. and Alan Howerd of Brevan
Howard Asset Management. Bloomberg LP, parent of
Bloomberg News, is an ARK donor,

UBSGN, 46, TRACES hisinterest in
charity to his work inthe 1980s
whern he was searching out hedge
fund clients for Tudor Jones, who
taunched the Robin Hood Foun-
dation, and the gala thachelps
fund it, in 1988, Since then, the
charity has raised more than $700 million to tackle pov-
erty in New York. Busson says he found Tudor Jones's
generosityinfectious, “It was the first time [ saw some-
ene I knewwhe became very successful and felt aneed
togive it back in a positive way,” he says.

Busson borrowed Tudor Jones's idea of an annual
charity ball and auction. His ARK dinner in June raised
£25.8 million, including the £900,000 that an anony-
mous bidder paid for a Damien Hirst painting. Hirst,
Britain's best-known artist, made news in 2007 by
spending £10 miliion to make a diamond-ercrusted
human skull,

Busson, Cooper-Hohn and other hedge fund philan-
thropists demand that recipients of their grants pro-
duce measurable results. In the U.K,, theylook for
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'Hedge fund philanthropies will have lessmoney togive

in 2009 as veturns sink and vedemptions surge.

guidance to London-based New Philanthropy Capital
inc. NPC, formed in 2002 by a group of Goldman Sachs
Group Inc. bankers, rates charities in the same way that
analysts rate companies. So far it has issued assess-
ments of 500 charities, and the buzzwords in its
reports—metrics, risk assessment, retern on invest-
ment—are familiar to anyone in finance.

“If s hedge find manager is going to give meney, we
want them to give based on the effectiveness of the chari-
ty,” says Martin Brookes, chicf executive officer of NPC
and a former international economist at Goldman,
“There is much more focus on what the moneyachieves.”

Busson's search for charities with impact led him in
2002 to NPC, which steered ARK to Hope and Homes
for Chiidren (HHC), 2 nonprofit that was emptying
orphanages in Romania. The institutions held thou-
sands of orphaned and abandoned children during the
communist era and are rotorious for neglect and
abuse. ARK gave HHC £1.5 million—with apledge of
more if the Romanian project showed results.

ARK's parmershipwith HHC has helped close 13 insti-
tutionsand transfer more than 1,700 children in Roma-
niz, Belarus, Bosnia and Bulgaria to their owo families or
tofoster homes or group residences that howse 8-10 chil-
dren. “When I sawkids walking around like zombies and
sa skinny, it veminded me of a concentration camp,” Bus-
son says. “I come back a year later and see these lads
wansformed—inahouse, properly dressed, properly
fed—and they're starting to interact and not banging their
heads against a wail. That's what it’s about.”

I 2003, the ARK board, in consultation with NPC,
took on a more ambitious project: helping to curb the
AIDS epidemic that’s decimating sub-Saharan Africa.
In May 2003, ARK board members-—Kevin Gundle, co-
founder of investment firm Aurum Funds btd.; Jennifer
Moses, a former Goldman managing director; lan
Wace, co-founder of London-based hedge fund rm
Marshall Wace—along with ARK patron Giancatlo
Garuti traveled to South Africa, where ARK says more
than 1.2 million children have heen orphaned by AIDS.
They met with Ashraf Grimwood, then the director of
the South Africa HIVAC Medical Research Council.
“He convinced usthat the best thing we could do for
children was ro keep their mothers alive,” Moses says.

ARK sent teams of docrors and nurses into black
rownships to set up clinics and get HIV-positive moth-
ers on antirerroviral drugs, The charity now supperts
about 550 medical workers in South Africawhoin
March had more than 50,000 mothers, children and

other patients under treatment for AIDS. It has now
committed £30 miliion to combat AIDS, including £17
million in South Africa. “We've become, in five years,
the fargest AIDS treatment provider in South Africa,”
Busson: says.

Trwas Ron Beller, Moses's husband and a former
hedge fund manager, who persuaded Busscn and the
ARK board w focus on UK, education. At some inner-
city London schools, 30 percent or fewer of the students
achieve passing grades on exams they're required to take
atage 16. ARK’s goalis to raise the pass rate to 80 per-
cent. The UK. gavernment has attacked the probiem by
atlowing private groups such as ARK to take over strug-
gling schools. ARK patrons have sponscred six schools,
which the U.K, government calls "academies,” with
grants of £1.5 million-£2 milkion each. “It’s like n school

jarﬁie ﬁuoper-Hohn
launches a CFF AIDS
program in India.
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NPFC's Brookes:

filing for bankruptey and going into receivership,” Bus-
son says. “When i's reached that state, that’s when
we're asked 10 take it over.”

FARK's ideas are going to work anywhere, it will be
at Evelyn Grace Academy. The school was built from
serateh by ARK, with a student body that's 70 percent
African or Afro-Caribbean. The school day is extended,
and students are offered weekend tutoring and
expanded sports and music programs, A grant from
ARK board member David Gorton, co-founder of
hedge fund firm London Diversified Fund Manage-
ment LLP, will finance construction of a permanent
building for Evelyn Grace, designed by award-winning
iraqi-horn architect Zaha Hadid.

ARK was established by hedge fund managers
eager ta give away money they had already earned.
T was designed as a permanent conduit for giving.
When Cooper-Hohn founded the hedge fund firm in
2503, he had already made a mulrimillion-doltar for-
rune working as head of New York-based hedge fund
firm Perry Capital Ltd.’s European fund. As he left
Purry, he debated whether to start
anew hedge fund or do charity
work full time. Jamie Cooper-
Hohn savs she persuaded him to
naTy the two coneepts. TCI, an

activist hedge fund that manages far2010.

$15billion, earmarksathird ofits  ARKTARGET

1.5 percent asset management fee ‘;Q;fm.:;;ﬂﬁn

for CIFF, plusanother 0.5 percent  THOUSANDS*

of agsets when the fund generares

retuins greater than 11 percent. 4.0
Tlhat utique arrangement was a 05

boon for the charity—so long as

TCIwas generating profits, which  June20. source: ARk
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Battling HIV

ARK has already exceeded
its patient treatment goal

n5
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*Includes HIV-positive children, mothers, primary
carngivers ant pregnant women, Flscal yeass end on

it did at anaverage annual rate of 42 percent from
2003 to°07. In August 2005, CIFF's endowment was
£63 million. By August 2067, it topped £800 million.
Then came the market crash. TCIlost 26 percent in
the first nine months of 2008. That will curtail the
growth of CIFF’s endowment, though it will still col-
tectathird of TCI's management fees. “Market condi-
tions will have no impact on our growth strategy for
grant making,” CIFF trustee Gerry Elias says.

Chris Cooper-Hohn, 42, grew up poor in Surrey, out-
side Londen, after his parents emigrated from Jamaica,
He met Jamie at Harvard Uriversity, where she was
earning a master's degree in public administration at
the John F. Kennedy School of Government, while he
attended Harvard Business School.

When the couple lived in the U.S,, she worked at
CBS News and later for former President Jimmy
Carter's Atlanta Project, a program to improve the
quality of life in the Georgia capital’s neighbor-
hoods. The Cooper-Hohns moved to London in
1998. They have four children, including 7-year-
old triplets,

CIFF started as a modest institition with Yimited
resources, With the floed of money from TCI, it got big
fast, Jamie Cooper-Hohn's staff has grovm from 4 peo-
plein 2006 to 20 today.

AMIE, 43, 5avs suE takes a “private
equity” approach to CIFF projects.
Each grant has a “portfolio manag-
er” who tracks the progress and
impact of the money being spent.
CIFF collects its own data rather
than relying on seif-reporting by
the grantee. “I'm amazed how many foundations
don'tfeel it’s their right to interfere once they've
made a grant,” Cooper-Hohn says.

CIFF won't throw away money on grants thar don’t
wansform children’s Hives, Cooper-Hohn says, “I
don’t see it asa gift—Pm trying to getareturn,” she
says. Her challenge has been find-
ing quality projects to fund. In
2007, the foundation gave away
only £10 milliony, or less than 1.3
percent of its assets.

Cooper-Hokn has forged alli-
ances with other foundations, par-
ticulatly the William 7. Clinton
Foundation, for which it is the larp-
est single donor, and the Bill &
Melinda Gates Foundation.

One 2005 grant has had abig
impact, CIFF, withthe Ciinton
Foundation, invested £3,7 million in
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a program to provide antiretroviral drugs to HIV-pos-
itive African children. By agreeing tobuy a year'sworth
of drugs for 10,600 children at once, the Clinton Foun-
dation, funded by CIFF together with a coalition of
gavernment and nonprofit agencies, persuaded indian
generic-drug manufacturers Cipla Ltd. and Ranbaxy
Laboratories Ltd. to reduce the price of a year’s dosage
to $180 from $1,500, The price has since dropped to
40, There are now more than 150,000 kids on antiret-
rovirals in African countries incleding Kenya, Malawi,
Tanzanta and Uganda, with local governments shoul-
dering most of the cost, Cooper-Hohn says.

At the end of 2008, GIFF raised the ante on the
AIDS fight, giving the Clinton Foundation $50 million
for its Prevention of Mother-to-Ghild Transmission
program, whose goal is to treat HIV-positive pregnant
women so they don't transmit the virus to their new-
borns. It also gave $50 million to the Global Alliance
for Improved Nutrition, a program co-sponsared by
the Gates Foundation that provides food fortified
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with vitamins to mothers and childrenin 22 coun-
tries. The goal is to reduce maternal and child deaths
caused by malnutrition.

Cooper-Hohn's staff is working hard te measure
the effects of these initiatives—and that’s what dis-
tinguishes hedge fund philanthropy from much of
what has gone before. “It’s a business,” says Alec
Reed, the 75-year-oid founderof The Big Give,aLondon-
based Web site that in 2008 registered 5,000 chari-
ties locking for financing. “Philanthropy has becomne
a sexy subject now, thanks to hedge funds.” Firms
fike EIM and TCI swear they’li continue to do
good—even at a time when their investments are
not doing well. B

Staphanie Baler s a seniar writer 3t Bloomberg News
in London. stebaker@bloomberg.net Tom Cahilk covers
hedge funds in London. tezhill@bloomberg.ret
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