Leon County SIPPRA Project FAQ 12/18/24

What is SIPPRA?

SIPPRA (Social Impact Partnerships to Pay for Results Act) is a U.S. federal initiative designed to
promote the use of Pay for Success (PFS) financing to address social challenges. It aims to fund
innovative programs that generate measurable, positive social outcomes by linking financial returns
to successfulresults.

What is Pay for Success (PFS) Financing?

PFSis a funding model where investors provide upfront capital to finance social programs, and the
government or other payors repay the investors based on the program’s success in achieving
specific, agreed-upon outcomes. This model reduces upfront government costs and shifts financial
risk to private investors.

How does SIPPRA work?

SIPPRA provides federal support to state, local, and tribal governments, as well as nonprofit
organizations, to implement Pay for Success projects. Through SIPPRA, the government partners
with these entities to fund programs that aim to solve social issues such as poverty, education, and
healthcare. The U.S. Department of the Treasury administers this program, offering grants for
programs that aim to generate measurable results.

What is the role of investors in SIPPRA?

Private investors provide the initial funding for the social programs. In return, they are repaid by the
government or another designated payor only if the program achieves its agreed-upon outcomes.
Impactinvestors will not directly underwrite a loan based on SIPPRA outcomes. Instead, private
investors are involved to help de-risk the investment for the lender.

What are the risks associated with SIPPRA?

e Outcome Uncertainty: The main risk for investors is that the program may not achieve the
desired outcomes, meaning they may not receive repayment or return on investment.

o Leon County Notes:

= This project has been created to increase the probability of maximizing
SIPPRA dollars. While we cannot predict the future, we estimate the
outcome uncertainty of this project to be low.

= Investments can be made annually for the length of the SIPPRA project. For
example, a local foundation can commit to $250,000 per year for 4 years. We
are looking for a $4 million dollar commitment for this project.

o Data and Measurement: SIPPRA projects require rigorous data collection and independent
evaluation to ensure that the outcomes are measurable and verifiable. This can add
complexity and costs to the project.

e Upfront Funding: For governments or service providers, committing to long-term contracts
or agreeing to repay investors based on success can pose financial risks if outcomes are not
met.



