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Technical Issues
Contact GoToWebinar at (877) 582-7011 or https://support.logmeininc.com/gotowebinar

Handouts
Downloadable PDF of slides available in the Handouts section of the menu

Questions

Submit throughout the presentation using the menu, questions will be answered at the end
Live captioning

Available at https://www.streamtext.net/player?event=CDIAC

Replay and Transcript
Available about 2 weeks after the initial webinar

Certificates of Attendance
Sent to attendees who are logged in for at least 70% of the webinar, about 1-2 weeks after the original airing date

Presentation Links
Provided for additional research, links accessible in PDF version of the slides
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Available on CDIAC’s website:
https://www.treasurer.ca.gov/cdiac/webinars/2019/greenbonds/description.asp

PowerPoint Slides
Replay

Series Resources
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We would like attendees to take away an understanding of the Green Bond
marketspace. Panelists will not only discuss the market perception of Green Bonds and

the characteristics that are most preferred by investors, but also examine questions
such as:

o Why are municipal Green Bonds not priced at a premium (i.e., lower yields)?
o Why is there a lack of supply of municipal Green Bonds?

Why issue municipal Green Bonds?

How do municipal Green Bonds trade in the secondary market?

What would you suggest potential issuers focus on to satisfy the demands of
Green Bond investors?

How does a well-developed mitigation, adaptation, resilience strategy affect
the way investors and the rating agencies look at an issuer’s Green Bond
program?
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A bond is a promise to repay borrowed money (principal) at a future certain
date (maturity) with semi-annual interest payments through maturity.

The Municipal Market Data
(MMD) scale represents the Examnle
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Since 2016, 54 Green Bond transactions have
come to market in California totaling over $8.7
Billion in par amount.

Transactions have ranged in par amount from
$9 Million to $635 Million.

Average par amount of $167 Million.

Source: Bloomberg as of September 10, 2019.
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S&P views green related factors in the municipal market in a number of ways.

\.

\\\\\\\\

Credit ESG™ Green

Ratings Evaluations Evaluations

*Environmental, social and governance (ESG) criteria are a set of standards for a

company’s operations that socially conscious investors use to screen potential investments.
Definition and additional information available on Investopedia.


https://www.investopedia.com/terms/e/environmental-social-and-governance-esg-criteria.asp

Labels aside, S&P believes much of the muni market finances environmentally-beneficial projects.
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Many Green Bond
principles are also
captured in ESG, which
S&P views as a credit
factor.

Green bond and ESG factors are embedded
in how we assess the creditworthiness of
municipal borrowers in all sectors.

Challenges remain with respect to data and
disclosure. However, we anticipate that over
time, disclosure from borrowers will converge
and increase transparency on Green and
ESG factors.
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ESG Lookback Study

35% of USPF rating actions in 2017-2018 were associated with at least one ESG driver.

Distribution of ESG Factors
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Green Evaluation Analytical Approach

S&P Uses a weighted aggregate of three factors:

15% 25% 60% 60% 100%
Use of proceeds reporting Management of proceeds Mitigation Adaptation Final Green Evaluation
. ildi i i Resilience capex such as
Reporting Impact assessment Buildings, industrial P (E1-E4 or R1-R4)
i efficiencies, energy flood defences, asset
comprehensiveness structure : -
infrastructure, transport, protection etc.
, and water ‘
) & ‘ Cost Benefit Ranking
Net Benefit Ranking Resilience Benefit Ratio:
eKPls* Estimate of reduction in
Carbon emissions, water damages if event occurs
use, waste creation ‘
‘ Resilience Level
Hierarchy Applied ‘
‘ Adaptation Score

Environmental Impact

‘ .
e

Mitigation Score

A\l

- * eKPI — Environmental Key Performance Indicator e,



S&P’s Full List of Technology Types In Scope

Renewabie Energy Energy Efficiency
Solar PV Rail (electric and diesel) Heating and cooling
Solar thermal High speed rail Electronics
Hydro small (<30mw) Underground urban rail Residential appliances
Hydro large (>30mw) Overground urban rail Office equipment
Onshore wind Hybrid vehicles Commercial food services
Offshore wind Electric vehicles equipment
Wave & tidal Hydrogen fuel cell vehicles Industrial efficiencies:
Landfill gas Electric buses Chem'ib\(igr;,ir;irlcj)rr?;&CSetr(TeISIr,]tl’Dulp &
Geothermal Diesel buses Paper
Biomass

New Build: Commercial,

New clean coal (sub critical, Nuclear (refurb or new)

Residential super critical, ultra-superctitical
Refurbishment: HVAC, LED and advanced ultra-
Lighting, Wall Insulation, Roof supercritical)
Insulation, Doo_r & Window Coal to gas
Insulation

Power plant improvements

Conservation measures in:
Residential Buildings,
Commercial Buildings,

Industrial Equipment

Smart metering in residential
buildings

Reducing water losses in the
water distribution network

Water desalination to supply
potable municipal water

Recycling wastewater to supply
potable municipal water

Recycling wastewater to supply
non-potable water for
agricultural uses

Recycling wastewater to supply
non-potable water for other
industries

Wastewater treatment to with
no energy recovery

Wastewater treatment with

energy recovery 20



Public Green Evaluations By S&P Global
Snlit by Purpose Split By Country

Based on Project Cost
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3&P Resources

www.spratings.com/greenevaluation

Untapped Potential:
How the Green Economy is Broadening
November 5, 2019

The Credit Impact of Water Risk
October 30, 2018

Frequently Asked Questions:

Green Evaluations and Transaction Alignment
with the Green Bond Principles 2018

July 24, 2018

2018 U.S. Municipal Green Bond & Resiliency
Outlook: Comparing the Self-Labeled Market
with U.S. And Global Peers

February 28, 2018

Green Evaluation Analytical Approach
April 26, 2017

S&P Global
Ratings

o Ca—
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RESEARCH & ANALYSIS UNDERSTANDING RATINGS PRODUCTS & CAPABILITIES COMPANY INFORMATION FIND A RATING

Essential Intelligence : Assessments

Green Evaluations

TIME TO TURN OVER A NEW LEAF?

Green issuance and investment is on a firm upward trajectory, propelled by the 2015 Paris Climate Agreement, and the impetus it created to finance $1 trillion a year in
investments for renewable energy and other initiatives to limit global warming.

At the same time, long-term investors are also recognizing the threat from greenhouse gases and have begun to diversify portfolios away from carbon-based investment. The
final push is coming from corporations as they start to contend with the consequences of increasingly extreme and violent weather and flooding. Many are starting to see that
managing environmental exposure may be more than risk management; it may be good for business.

So how green or resilient are your financing initiatives?

on the Green Finance market?
Sign up today

- . e

Want to receive our updates /
I TT

‘ BENEFITS FOR ISSUERS

Why go green?

- Diversify your investor base

- Potential to enjoy long term pricing advantages

- Internally benchmark your green performance Y-O-Y
- Send a strong, pro-active message to stakeholders

- Appeal to millennials as employees and customers

. BENEFITS FOR INVESTORS

Why go green?

- Meet your dlients’ needs/requests and satisfy your green mandates
- Balance risk-adjusted financial returns with sustainability benfits
- Reduce time to evaluate a complex and growing investment type

n WHY GO GREEN WITH S&P GLOBAL RATINGS?

Mitigation

tions Explained: Methodology for
ects

Adaptation



http://www.spratings.com/greenevaluation

Moderator: Raul Amezcua Jennifer Poree
Tim Schaefer Managing Director Analytical Manager and
Deputy Treasurer for Public Finance Head of Municipal Cooperative Utilities

. Stifel — California Public Finance
Office of State Treasurer Fiona Ma S&P Global Ratings

ifel.com
tschaefer@treasurer.ca.gov ramezcua@stife ienny.poree@spglobal.com

STIFEL S&P Global

Ratings
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Why are municipal Green Bonds not priced
at a premium (i.e., lower yields)?

o Green Bonds offer same security (and rating) and repayment risk as non-Green Bonds
o Green Bond investors have a duty to secure a fair yield
o We need more dedicated Municipal Green Bond Funds!

o Some Green Bonds are deemed “Green Washed” (i.e. not truly Green Bonds)

24



Why Is there a lack of supply of
municipal Green Bonds?

o lIssuers have limited resources and are hesitant to expend time and public

funds unless a clear pricing advantage is shown
o Concerns about expanded project disclosure

o Suppressed new money issuance volume; refunding issues can be green too!




Why issue municipal Green Bonds?

o Green Bond issuers demonstrate initiative and are viewed as

proactive, more attuned to investors’ needs

. . . . Stifel
o Broader investor interest, arguably, results in a better pricing % @stifel
Whether it's ESG or SR, “investing for

o Green Bonds do attract additional new investors that good" is becoming more popular, and
Millennials and women are a big reason
would otherwise not participate why.

o The size of orders can increase among traditional mﬁimmn
IREL

investors with a Green Bond label

\

7 F re en p oS | t|V e P R . say they are huerested in soclal_l_;( responslbte In’vgs;lll;:gE ;

—

o Improved employee/community morale 7:56 AM - Jul 10, 2018 - Twitter Web Client
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How do municipal Green Bonds
trade in the secondary market?

o Very limited trading

o Investors hold on to scarce Green Bonds




o What would you suggest potential issuers focus on to satisfy the

demands of Green Bond investors?

o How does a well-developed mitigation, adaptation, resilience
strategy affect the way investors and the rating agencies look at

an issuer’s Green Bond program?

Audience Q&A

It is better to debate a question without settling it than to settling a

guestion without debating it.

Joseph Joubert




David Wooley
Executive Director of the Center for
Environmental Public Policy
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OF
PUBLIC POLICY
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Enmronmental
1nance

Green Bonds
California 2019

October 16, 2019 | Milken Institute, Santa Monica

Join Treasurer Fiona Ma, CPA, and over 30 speakers in a conference that will
help shape strategies to exponentially grow the green, social and sustainability
bond market over the coming years.

To register or for more information please
email

or visit


mailto:events@fieldgibsonmedia.com
http://www.environmental-finance.com/BONDSCA19

Available Online: https://www.treasurer.ca.qov/cdiac/webinars/2019/greenbonds/description.asp

Series Resources

International Capital Market Association (ICMI)

An organization who administers the guidance and govemnance of the Green Bond Principles (GBP), which are the leading
framework globally for the issuance of green, social, and sustainability bonds. Their available resources are extensive, most
applicable to this webinar series include

« Green Bond Principles (GBP) 2018
Globally leading voluntary process guidelines that recommend transparency and disclosure and promote integrity in the
development of the Green Bond market by clarifying the approach for the issuance of a Green Bond.
< Guidance Handbook, June 2019
Alist of FAQs that are, in part, intended to assist green bond market participants with the interpretation of the GBP
for the practical application for transactions.

« Handbook — Harmonized Framework, June 2019
Outline of core principles and recommendations for impact reporting in order to provide issuers with reference and guida
for the development of their own reporting and provide core indicators and reporting templates for Energy Efficiency and
Renewable Energy Projects.

California State Treasurer

« Green Bonds, Volume 1: Barriers and Challenges
2017 report outlining the findings of a green bond market participant's discussion to identify key issues affecting marking
development and consider ways to speed its progress

« Green Bonds, Volume 2@ Actionable Strategies and Solutions
2018 report, produced in collaboration with the Milken Institute and Environmental Finance, containing concrete and
actionable recommendations that could make a thriving green bend market in California and the United States.

Climate Bonds Initiative (CBI)

An international, investor-focused not-for-profit that is the only organization working solely on mobilizing the $100 frillion bond
market for climate change solutions. They produce market updates as well as many other reports and resources on the green
market. Resources most applicable to this webinar series include:

« Green Bonds State of the Market 2018
Annual report with a focus on global developments of the international labeled green bond market.

« Green Bond Market Summary Q1 2019
Quarterly summary of the international labeled green bond market

« Growing Green Bond Markets: The Development of Taxonomies to Identify Green Assets, March 2019
CBl identified the need to develop consistent approaches for issuers and investors to identify eligible green and sustainz
assets. This briefing explores the role of the taxonomies and green definitions in steering capital towards investments in
climate-aligned assets

« Can US Municipals Scale Up Green Bond Issuance?
Areport of a scoping exercise which identified potential US Muni green bond issuers by considering the upcoming bond
maturities of climate-aligned municipal entities in key sectors of the Climate Bonds Taxonomy.

« Green Bond Pricing in the Primary Market: July-December 2015
7th paper in a series monitoring how green bonds perform in the primary markets.

« Post Issuance Reporting in the Green Bond Market, March 2019

CBlI's second study on post-issuance reporting in the green bond market, with the aim to understand the level of adoptio

reporting on the use of proceeds and environmental impact metrics.

Global Green Bond Partnership

An organization that brings together pioneering organizations and institutions working on green bonds to collaborate on efforts
will enable and scale green bond issuance by public and private pariners in both developed and emerging markets worldwide.

« Green Bonds Roadmap
Aresource for government representatives and others interested in better understanding green bonds. It provides users
a basic outline of green bonds and their role in mebilizing capital for climate change actien. It is intended to help governr
officials quickly get oriented to the world of green bonds and provides curated tools and information from organizations
around the world that play an active role in the green bonds market.

Governor’s Office of Planning and Research / Integrated Climate Adaptation and Resiliency Program (ICARP)

Created the Adaptation Clearing House, which serves as a centralized source of information and resources to assist decision-
makers at the state, tribal, regional, and local levels when planning for and implementing climate adaptation and resiliency effc
across California. They have Tools, Datasets, and Research to support California planners and decision makers. Research me
applicable to this webinar series include

= Climate Adaptation Finance and Investment in California, October 2018
This guide intends to provide a survey of issues, considerations and sources of funding that can help guide strategies ar
tactics for investing in adaptation and resilience in California.

« Planning and Investing for a Resilient California
This document provides high level guidance on what future conditions to plan for and how State agencies should approz
planning differently in light of a changing climate.

Miscellaneous

« Green California
Example of impact reporting. Website contains data on the impact of state-owned green buildings and vehicles, including
energy usage, water usage, and greenhouse gas emissions

« Paying it Forward: The Path Toward Climate-Safe Infrastructure in California, September 2018
A8 2800 (Quirk, 2016) mandated that a panel of scientists, registered engineers and architects be convened to help the
of California understand how it can best incorporate forward-looking climate information into the state's infrastructure de:
planning and implementation. The panel, titled Climate-Safe Infrastructure Working Group (CSIWG), produced this repoi
examine how climate change impacts can be included in infrastructure planning, design, and implementation processes.
applicable to this webinar series is Chapter 8, Funding_Infrastructure: Trends, Needs, Challenges and Tools

= Green Bonds: A Short Term Trend or a New Way to Finance Public Infrastructure
Atwo-page article that provides an overview of Green Bonds, why Green Bonds should be considered by issuers, the G
Bond Pledge, and the incremental cost of issuing Green Bonds.

= About Green Bonds, MSRB, 2018
Overview of Green Bonds issued by municipal entities and discussion of considerations for investors who may be consic
investing in Green Bonds.

« Financing the Response to Climate Change: The Pricing and Ownership of U.S. Green Bonds, October 2018
Authors: Malcom Baker, Daniel Bergstresser, George Serafeim, Jefirey Wurgler
Study on the pricing and ownership pattern of Green Bonds. As predicted, they found that green municipal bonds are iss
at a premium to otherwise similar ordinary bonds. They also confirm that green bonds. particularly small or essentially ris
ones, are more closely held than ordinary bonds. These pricing and ownership effects are strongest for bonds that are
externally certified as green.
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Public Funds Investing Workshop
November 19, 20 | West Sacramento

CMTA/CDIAC Advanced Public Funds Investing
January 15-16, 2020 | Claremont
Registration Opening Soon
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