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  `Approved Minutes, June 26

  Green Mortgage Backed Securities (MBS) Call

Participants:

Drew Ades, Fannie Mae
Paul Adler, AUSTRADE
Bob Bailey, Fireman's Fund
Maria Blanco, Bank of America Securities
Barbara Brandfass, Bank of America Securities
Bob Callendar, NYSERDA
Val Smith, CitiGroup

Steve Coony, California Treasurer's Office
Dan Dowell, California Treasurer's Office
Bruno Duhamel, Canada Mortgage & Housing Corporation

Katy Dunlop, Bank of America Securities
Mark Eggara, Bank of America Securities
James Finlay, Wells Fargo
Rick Fedrizzi, US Green Building Council
Rebecca Flora, Green Building Alliance
Melinda Goforth, UK Trade & Investment
Steve Hoffmann, Hoffmann & Associates, Chairman, MTS Partnership Committee
Brian Iannarone, Wachovia
Neel Kashkari, US Treasury Secretary’s Office
Manek Kotwal, NJ Treasurer's Office
Steve Leone, NJ Green Building Council
Hon. Bill Lockyer, California Treasurer
Jean Lupinacci, EPA
Ed Mirsky, UBS Securities
Christine Mosier, NJ Senator Bob Smith's Office
Heidi Mucci, Destiny USA/Pyramid Companies
Rich Pietrafesa, Destiny USA/Pyramid Companies, MTS Board
Bettina Redway, Deputy California Treasurer 

Don Reed, Ecos Corp., Chairman, MTS Economic Benefits Committee
Stephanie Rico, Wells Fargo
Scott Robinson, CitiGroup
Alison Coen Searcy, CitiGroup
Norman Sellars, Citizens Bank of Canada
Mario Silvestri, Wachovia
Chris Solich, California Treasurer's Office
Leanne Tobias, Malachite, LLC, MTS Economic Benefits Committee
Dan Winters, Evolution Partners, MTS Economic Benefits Committee
Mike Italiano, MTS President & CEO

Introductions.  Introductions were made and participants welcomed on the call as leaders in this very important global initiative.

Recognition of Key Supporters was provided for individuals who made this initiative possible:

Bob Congel, CEO, Pyramid Companies, MTS Director responsible for Green MBS
John Howard, Partner, Vinson & Elkins, Past White House Environmental Executive
Ed Mirsky, Sr. VP, UBS
Don Reed, CFA, Principal, Ecos Corporation
David Springer, attorney representing the government of India & India CEOs
Leanne Tobias, LEED AP, Malachite, LLC, real estate finance expert, former Capital Markets Staff, Mortgage Bankers Association
Paul Watchman, Partner, LeBoeuf Lamb, London, real estate law expert, and Author of UN Report concluding that the laws of the countries with capital markets require the markets to accurately reflect climate pollution risk
Dan Winters, LEED AP,  Evolution Partners,  real estate finance expert, Co-Author, Green Building Value Rating System© used as the basis for the recommendation to S&P on initiating Green MBS

Introduction of Hon. Bill Lockyer, California Treasurer.  Hon. Bill Lockyer was introduced as the 33rd California Treasurer and past California Attorney General making substantial achievements on:
· DNA crime-fighting advancements
· Protecting the environment and civil rights
· Recovering $6.5 billion to defrauded energy ratepayers and taxpayers 
· Filing the climate pollution suit against the vehicle manufacturers, the wisdom of which was subsequently ratified by the US Supreme Court decision that climate pollution is regulated by Federal and State Clean Air Acts.  
Bill said he is pleased to participate, is joined by several California Treasurer staff, and that one's popularity with the public is always improved when you can give them back their money!

Bill was thanked for his interest and taking the time from his very busy and important schedule to participate.

Appreciation of United Kingdom Leadership.  Melinda Goforth with the United Kingdom was also thanked for participating and for the UK's critical ongoing climate change leadership including promulgating the Stern Review on the Economic Damages of Climate Change.  

To that end, UK Environment Secretary David Miliband, MP memorialized on June 5 in DC to an overflow crowd that the US saved the world from fascism and rebuilt Europe, and has the opportunity and responsibility to save the world again in the 21st century from irreversible dangerous climate change within the 5-10 yr. Window.   

Additional UK leaders helpful with their advice on Green MBS are Dave Thomas, First Secretary Energy & Environment, Dr. Christian Turner, Past First Secretary, Energy & Environment, and Jim Reilly, former Chief Assistant, Energy & Environment.

Call Purpose.  It was noted that today's call purpose is to review the due diligence completed for Green MBS, discuss Green MBS benefits, and set a meeting date in late July in NYC to convene and agree on next steps implementing Green MBS.

MTS Background.  Steve Hoffmann, MTS Partnership Committee Chairman said MTS is a nonprofit public charity of leading environmental groups, governments and companies using high leverage market methods to achieve 90% sustainable products market penetration by 2015.  Sustainable products are those best for the environment, economy and social equity. 

Expected Green MBS Benefits.  Mike Italiano noted that Green MBS will be the first substantive capital markets product combating climate change and protecting energy security based on successful precedent and quantified green building value, and has many benefits: 
· Preventing Global Collapse Through Substantial Global Climate Pollution Reductions Within the 5-10 Year Climate Change Window:  Important discussions were summarized among Ken Lewis, CEO Bank of America, Governor Eliot Spitzer (NY), & Tom Brokaw to stop irreversible dangerous climate change and prevent global collapse, and the critical Green MBS role.  
· Fulfilling Capital Markets Legal Duty:  launching Green MBS will also be the first step for the capital markets to fulfill its legal duty to accurately reflect climate risk.  Investment banks recently allocated $70B to fight climate change and facilitate new bank products like Green MBS.  
· Global Economy:  expected $795B/yr. added to the US economy after five years, $87B/yr to the Canadian economy, $159B/yr. to the UK economy, and $80B/yr to the Australian economy.  
· Investment Banks & Rating Agencies:  expected additional profits, risk reduction and value added; MBS is a $trillion global industry.
· Energy Security:  conventional energy reductions affecting 75% of carbon generation in developed nations (based on Princeton University carbon estimates 2005)
· Improving Public Credibility & Accountability:  90% of US & UK consumers do not believe corporate and government information on climate change (AccountAbility 2007), and rely on friends, family & environmental groups.  “What consumers are crying out for is leadership,” said Philip Monaghan, AccountAbility Director.  “More serious policy action and less photo shoots with Leo DiCaprio are key to consumer trust and action” (poll by AccountAbility and Consumers International of 2,734 people also revealed that more than 50% believe government needs to remove products that damage the environment from stores). 
Green MBS Due Diligence.  Mike said MTS spent four years and $500,000 conducting needed due diligence allowing Green MBS launch now within existing bank operations including:
· Conducting Green & ENERGY STAR Building Finance Summit with over $100B in real estate investment represented concluding that green buildings are more valuable based on debt and equity sessions and case studies
· Briefing the Rating Agencies before and after the Summit securing their support for Green MBS
· Preparing The Green Building Value Rating System© with Wells Fargo showing with best available data, that green buildings substantially reduce risk and add value for MBS pools.  The Rating System was summarized: 
·  it identifies 15 risk factors for green buildings, five of which increase risk but are primarily "growing pains."
· 10 factors substantially reducing risk including effectively addressing mold through LEED EB avoiding a $2 trillion uninsured liability 
· it shows that green buildings reduce energy price volatility from conventional energy costs expected to continue to rise at a 20% annual rate over 10 years based on actual validated global data now part of consensus national emergency standards.  
· Commissioning substantially reducing risk of building failures   
· CitiGroup / MTS Recommendation to S&P to initiate Green MBS based on the Value Rating System
· Completing at the Request of S&P, The Green MBS Investor Survey© showing substantial interest in purchasing Green MBS
· Completing the Green MBS Standards Requirements 2.0© specifying how LEED, ENERGY STAR, & Climate Neutral Certified Buildings can be aggregated into MBS Pools now
· Identifying Discounted Green MBS Insurance Coverage that may be mandated for Green MBS pools
· Identifying the Need for the Green MBS Business Case Briefing Paper & Developed Contents
· Green MBS Briefings of key governments, financial institutions & associations
Conducting Pilots.  Mike noted that banks can easily secure data needs by adding several questions to loan documents, using private sector data bases containing these data, or using their environmental professionals who evaluate and conduct their Phase 1s and Property Condition Assessments required for MBS.
Scheduling a July Meeting in NYC.  Call Participants discussed a meeting in NYC hosted by New York State.

Bob Bailey, Chief Underwriting Officer with Fireman's Fund asked, do we really know if there is market demand for this product?  

Mike Italiano said this is an excellent question and the Federal Trade Commission surveys as part of its Environmental Marketing Guides confirm prior surveys showing that over 90% of consumers will buy the sustainable product or investment.  

Mike added that the limiting factor has been the lack of credible consensus standards so consumers have choices and products they trust.

Green building annual growth has been 75% for five years and over 40 governments have adopted green buildings because it was the right thing to do and now, because it also makes good economic sense.  He said green buildings' popularity is like motherhood and apple pie.

Leanne Tobias added that additional investor survey work can be done and the results placed in the Green MBS Briefing Paper. 

Bob Bailey asked is a Briefing Paper really the next best step?  .

Maria Blanco with Bank of America Securities said that this is the next best step but the Paper should really be called the Business Case since Green MBS is going to work if it shows business value.  Maria said the Business Case can show improvement to the environment, but we also need to work through achieving the supply of certified buildings, identify costs to aggregate them in pools, and determine the impact on bond yield.  Should Green MBS bonds be offered at a lower yield?

Mike said that this issue came up in the Investor Survey with discussions indicating several investors prefer existing or higher yields.  This issue was also discussed with CitiGroup Global Securities and given all of the work completed to date, pricing may be able to be dictated solely by market value, supply and demand. 

Rebecca Flora, CEO, Green Building Alliance said that it received funding for aggregating green building benefits data and this could be used to help decisionmaking.  

Bob Bailey said that Fireman's gathered risk data on green buildings which could also be useful.   

It was noted that these generous offers are much appreciated.

Call Participants decided that it's best to get in touch with folks to schedule the best meeting date in NYC in late July.  

Maria said Bank of America is pleased to do this and schedule the meeting, and her gracious offer was accepted.

Mike said this concluded today's call and MTS very much appreciates everyone's support and looks forward to seeing folks in NYC!

The call was adjourned.
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