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Disclaimer

RBC Capital Markets, LLC (RBCCM) is providing the information contained in this presentation for discussion purposes only and not in connection with 
RBCCM serving as underwriter, investment banker, municipal advisor, financial advisor or fiduciary to a financial transaction participant or any other person 
or entity.  RBCCM will not have any duties or liability to any person or entity in connection with the information being provided herein.  The information 
provided is not intended to be and should not be construed as “advice” within the meaning of Section 15B of the Securities Exchange Act of 1934.  The 
recipient should consult with its own legal, accounting, tax, financial and other advisors, as applicable, to the extent it deems appropriate. 

The information contained in this presentation has been compiled from sources believed to be reliable, but no representation or warranty, express or implied, 
is made by the RBCCM, its affiliates or any other person as to its accuracy, completeness or correctness.  The information and any analyses in these 
materials reflect prevailing conditions and RBCCM’s views as of this date, all of which are subject to change.  The printed presentation is incomplete without 
reference to the oral presentation or other written materials that supplement it.

The material contained herein is not a product of any research department of the RBCCM or any of its affiliates.  Nothing herein constitutes a 
recommendation of any security regarding any issuer, nor is it intended to provide information sufficient to make an investment decision.

IRS Circular 230 Disclosure: RBCCM and its affiliates do not provide tax advice and nothing contained herein should be construed as tax advice.  Any 
discussion of U.S. tax matters contained herein (including any attachments) (i) was not intended or written to be used, and cannot be used, by you for the 
purpose of avoiding tax penalties; and (ii) was written in connection with the promotion or marketing of the matters addressed herein.  Accordingly, you 
should seek advice based upon your particular circumstances from an independent tax advisor.

This presentation is proprietary to RBCCM and may not be disclosed, reproduced, distributed or used for any other purpose without RBCCM’s express 
written consent.  To the fullest extent permitted by law, RBCCM, any of its affiliates, or any other person, accepts no liability whatsoever for any direct or 
consequential loss arising from any use of this communication or the information contained herein.

RBC Capital Markets
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Overview of Topics

I. ESG Current Environment

II. Green/Social/Sustainable (GSS) Labeled Bonds

RBC Capital Markets
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ESG Current Environment
Increased focus by issuers, rating agencies, and investors

Issuers/Borrowers

 Environment examples:
• Sustainability goals and plans
• Capital expenditures with focus on environmental quality

 Social examples:
• Social responsibility goals and community benefit initiatives
• Commitments to diversity, equity, and inclusion

 Governance examples:
• Board and organizational structures
• Risk management
• Corporate culture
• Compliance and reporting

Rating Agencies
 ESG commentary in every credit opinion
 Recent rollout of ESG-related scores
 Sector-specific commentary

Investors
 ESG-focused investing
 Issuer disclosures on ESG items

RBC Capital Markets
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Rating Agency Focus on ESG

October 27, 2021

May 9, 2022 May 16, 2022

 ESG Relevance Scores 
communicate how ESG factors 
affect tax-supported and revenue-
supported issuer ratings. They do 
not provide commentary on the 
ESG merit of issuers.

 Fitch expects US public finance 
issuers to be subject to greater 
demand for ESG disclosure from 
investors, particularly on climate 
risks.

 Cybersecurity breaches remain a 
significant risk.

 The use of social and sustainability 
labels continues to grow, driven by 
affordable housing.

 ESG Credit Indicators provide 
additional transparency on what’s 
already incorporated into the credit 
rating analysis.

 ESG factors are incorporated into 
credit ratings when S&P believes they 
are material to creditworthiness and 
sufficiently visible.

 Market participants have increasingly 
been seeking more data and insights 
relating to ESG.

February 10, 2022

 The coronavirus crisis has catapulted 
social financing to the forefront of 
sustainable debt markets.

October 19, 2021

 Moody’s ESG rating methodology 
assigns two types of ESG scores:

• Issuer profile score (IPS) is an 
opinion of an issuer’s or 
transaction’s exposure to ESG 
risks and benefits. 

• Credit impact score (CIS) 
explains the impact of ESG 
considerations on the rating of 
an issuer or transaction. The 
CIS is based on a qualitative 
assessment of the impact of 
ESG considerations in the 
context of the issuer’s other 
credit drivers that are material 
to a given rating.

Source: Moody's, S&P, and Fitch

RBC Capital Markets
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ESG Investing in the News

Source: Bond Buyer. August 10, 2022.Source: Bond Buyer. December 16, 2021.

Source: Bond Buyer. June 28, 2022.
Source: Bond Buyer. October 14, 2021.

Source: RBC. March 28, 2022.

Source: Financial Times. February 20, 2022.

RBC Capital Markets
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Growth of Green, Social, and Sustainable (GSS) Labeled Bonds

GSS Annual Municipal Volume Since 2013 ($ billions)

Source: Bloomberg. Data as of September 5, 2022. Includes issuer-labeled Green, Social, and Sustainability Bonds. Includes only municipal CUSIPs. 

2021 GSS Municipal Bonds by Sector 2021 GSS Municipal Issuance in Perspective

 Global sustainable debt issuance: $1.7 trillion

 US municipal sustainable debt issuance: $47 billion

 US higher education & healthcare
sustainable debt issuance: $3.3 billion
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Considering Use of a GSS Designation

Potential Benefits

Large and Growing Asset Class1

Investor Diversification2

Funding Source Diversification3

Emerging Pricing Benefits4

Demonstration of
Sustainability Commitments5

Potential Considerations

Timing, Administrative Burden, and
Cost of External Review (if utilized)1

Disclosure and Follow-Through Risk2

RBC Capital Markets
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Best Practice Guidelines for Issuing GSS Bonds

Green 
Bond

Sustainability 
Bond

Social
Bond

 Aligned to the 
Social Bond 
Principles

 Proceeds must be 
exclusively applied 
to social projects

Social Bonds

 Aligned to the 
Green Bond 
Principles

 Proceeds must be 
exclusively applied 
to green projects

Green Bonds

 Aligned to the 
Sustainability Bond 

Guidelines
 Proceeds must be 

exclusively applied 
to green and social 

projects

Sustainability Bonds

GSS Bonds’ Alignment with ICMA Principles

Source: International Capital Markets Association (ICMA)

Four Key Components for Alignment with ICMA Principles

The ICMA Green and Social Bond Principles are voluntary process guidelines for issuance

Use of Proceeds 1

Process for Project Evaluation
and Selection2

Management of Proceeds3

Reporting4

RBC Capital Markets
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External Reviews: Pre-Issuance Second Party Opinions

Examples of External Reviewers

Issuers can appoint an external reviewer to assess the alignment of the use of bond proceeds and framework to the ICMA Principles

Obtaining a Second Party Opinion (SPO)

Meeting Evolving Market and
Investor Expectations

1

Independent Confirmation of
Alignment with ICMA Principles

2

Cost and Availability of
SPO Provider3

GSS Municipal Market Use of External Reviewers
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Borrower Reporting on GSS Bonds
Borrowers are expected to report on the use of proceeds annually until proceeds are expended

Example: University of Minnesota – Sustainability Bonds (2021)

Example: Colorado Housing and Finance Authority – Social Bonds (2022)

Source: Official Statements

RBC Capital Markets
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GSS Marketing Impact

Potential Marketing and Pricing Benefits Investors in GSS-Labeled Bonds

GSS
Bond 

Investors

ESG Interested 
Investors

ESG 
Conventional 

Investors

 Tap new funding sources
• New investors
• New portfolios within existing investors

 Increase investor engagement

 Increase subscription levels

 Challenge in quantifying pricing benefit

RBC Capital Markets
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Example: Minnesota Housing Finance Agency | Series 2022C (Social Bonds) 

Senior Managing Underwriter

Minnesota Housing 
Finance Agency

Residential Housing Finance 
Bonds

Series 2022C (Social Bonds)

$100,000,000

 Proceeds from the bonds will be used to 
purchase Program Securities backed by 
loans made to qualified persons or families of 
low- and moderate-income to finance the 
purchase of single-family residences in 
Minnesota.

 Under its Start Up Program, the Agency has 
established the maximum gross income for 
eligible borrowers under the Program based 
upon applicable federal law and Agency 
policy objectives.

 Certain borrowers may be eligible for down 
payment and closing cost assistance.

 Kestrel Verifiers designated the 
Series 2022C bonds as 
“Social Bonds”

 In Kestrel’s opinion, the bonds align 
with three Social Project categories 
identified in the Bond Principles:
• Affordable Housing,
• Access to Essential Services,
• Socioeconomic Advancement and 

Empowerment.
 Target populations include low- and 

moderate-income persons living in 
Minnesota.

Use of Proceeds Sustainability Bonds Designation

Source: Official Statement

Overview of Bond Issuance

RBC Capital Markets



14

Institutional 
76%

National Retail
17.4%

MN Retail
6.6%

 Previous week saw the Ukraine invasion prompting a large market sell-off, rally, and then subsequent sell-off
 26 institutional and professional retail investors on tax-exempt side
 $77.5MM of orders with ESG indications from three accounts, two professional retail and one institutional

2023-2034 Serials ($33.860mm total)
$47.48mm ESG Orders 
Subscription: 2.8 - 4.8x 

07/01/2037 ($9.735mm maturity)
$9.735mm ESG Order 
Subscription: 3.0x 

07/01/2043 ($20.245mm maturity)
$20.245mm ESG Order 
Subscription: 3.6x 

Strong diversified order book in challenging market
The issue generated $301 million in orders (3.0x subscription) from 26 unique accounts, including several investors placing ESG-related orders

ESG Marketing Highlights

Order Book Investor Diversity

Source: IPREO

ESG Order Highlights

Example: Minnesota Housing Finance Agency | Series 2022C (Social Bonds) 

RBC Capital Markets
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Example: University of Minnesota | Series 2021C (Sustainability Bonds) 

Senior Managing Underwriter

University of Minnesota
GO Series 2021C

(Sustainability Bonds)

$36,875,000

 Net proceeds are expected to be applied to 
fund costs of design, land acquisition, site 
preparation, and preconstruction services for 
a clinical research facility to be known as the 
Health Discovery Hub.

 The Health Discovery Hub will:
• Contain new research clinics and space to 

accommodate patient participation in 
clinical research;

• Establish a rural health clinical research 
network; 

• Include a medical device center to test new 
technologies to advance clinical research 
and care; and

• Provide access to advanced treatments 
and state-of-the-art care for patients and 
their families.

 The University is home to Minnesota’s only 
public medical school in addition to health 
science schools for dentistry, public health, 
pharmacy, nursing and veterinary medicine. 
More than 60% of the state’s health 
professionals are educated at the University.

 Kestrel Verifiers designated the 
Series 2021C bonds as 
“Sustainability Bonds”

 Per the ICMA, Sustainability Bonds 
are bonds for which the proceeds will 
be exclusively applied to finance or re-
finance a combination of both Green
and Social Projects.

 In Kestrel’s opinion, the bonds will 
finance design and preconstruction 
costs of a facility that is designed to 
robust green building standards and 
that will sustain a high-performing 
academic health system, support 
healthcare services throughout the 
state of Minnesota, and promote 
statewide health equity to underserved 
populations.

Use of Proceeds Sustainability Bonds Designation

Source: Official Statement, Bond Buyer

Overview of Bond Issuance

Bond Buyer Article

RBC Capital Markets
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Example: University of St. Thomas | Series 2022A (Green Bonds)
Overview of Bond Issuance

Sole Managing Underwriter

Series 2022A (Green Bonds)
Series 2022B

Minnesota Higher Education 
Facilities Authority

Revenue Bonds

$131,000,000

 Series 2022A proceeds are being used to 
finance a Science, Technology, Engineering, 
Arts, and Math (“STEAM”) building to be 
known as the Schoenecker Center.

 Slated to open in January 2024, the 
Schoenecker Center will provide world-class 
space to accommodate intentional enrollment 
and diversity growth in engineering, health 
and digital media fields, in close collaboration 
with arts and sciences programs.

 Kestrel Verifiers designated the 
Series 2022A bonds as 
“Green Bonds”

 In Kestrel’s opinion, the Schoenecker
Center is an eligible project as defined 
by the ICMA Green Bonds Principles 
in the Green Buildings project 
category. The building is designed to 
achieve LEED Gold certification and 
incorporates a variety of green 
building features.

 The University aims to be carbon 
neutral by 2035. A Sustainability 
Strategic Plan outlines necessary 
actions to achieve this goal.

Use of Proceeds Green Bonds Designation

Source: Official Statement

RBC Capital Markets
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Second Party Opinion (excerpt)

Use of Proceeds1

Process for Project Evaluation and Selection2

Management of Proceeds3

Reporting4

Alignment with the UN Sustainable Development Goals

Alignment with ICMA Principles:

Source: Official Statement

Example: University of St. Thomas | Series 2022A (Green Bonds)

RBC Capital Markets
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ESG Marketing Highlights

 Series 2022A Green Bonds priced simultaneously with similarly sized Series 2022B without a GSS label

 While there was ultimately no pricing differential between the series:
• Green Bonds generated significant investor engagement and dialogue 
• Green Bonds received 6 investor orders totaling $32.6 million with specific preference for that series
• Green Bonds help to demonstrate the University’s commitment to sustainability

Successful pricing in a turbulent market
Despite significant market volatility, the issue generated $259 million in orders (2.0x subscription) from 25 unique accounts, including investors expressing interest
in the Green Bonds

Source: IPREO

Example: University of St. Thomas | Series 2022A (Green Bonds)

RBC Capital Markets

Series 2022A Series 2022B

Green Bonds No label

Par $60,720,000 $70,280,000

Amortization 2025-2052 2025-2052



Questions and Discussion
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