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1.
Summary & Urgent & Compelling Need.  We have only 5-10 years to reduce 60% of global pollution/carbon to stop dangerous climate change before it's irreversible and catastrophic global damages ensue (NASA & UK).  The Partnership covers the $200 trillion global capital markets (McKinsey 2005) and this extensive scope is necessary in order to eliminate this huge amount of pollution within this short timeframe.

These historic conclusions were reached because climate change, associated global damages, and climate change pollution have been exponentially accelerating for over the past year.  Accordingly, it's critical that a leading elected official such as Mayor Daley, now join the financial institutions Swiss Re, Citizens Bank of Canada and Vancity Bank already committed to taking needed action to stopping dangerous climate change in 5-10 years through the capital markets and Rating Agencies.  

The Capital Markets Are the Best Solution Due To: 

· Substantial & unprecedented amount of global pollution reduction required in so short a time

· Markets' speed and extent covering greatest pollution amount 

· Successful precedent 

· Substantial limits of regulatory efforts 

· White House support of such market mechanisms 

We respectfully request Mayor Daley to convene the Partnership and help bring in several other key elected officials and financial institutions to secure higher ratings for green buildings, green power, sustainable products, clean vehicles and mass transit which are all defined by consensus standards.  We can recommend a number of officials with a nexus to the capital markets that we’ve been working with who are very interested.  If you would accept this role, these actions would reduce sufficient pollution in the required upcoming 5-10 years.  
The Partnership Purpose is to achieve higher ratings for these consensus standards reducing at least 60% of global pollution/carbon in 5-10 years to stop dangerous climate change.  For example, to do this the Partnership will:
· Organize the Case for the Rating Agencies to Provide Higher Ratings for securities, bonds and credit ratings for adherence to consensus standards substantially lowering climate risk including -
· Green mortgage backed securities (MBS).  Example:  Green MBS achieving minimum LEED Energy & ENERGY STAR levels.  Past successful precedent is the Superfund Phase 1 Environmental Site Assessment & Property Condition Assessment Standards substantially reduced investor risk and environmental contamination.
· Green REITS.  Example:  Swiss Re LEED REIT meeting minimum LEED level
· Publicly traded companies with a minimum use of climate reducing activities would receive a higher credit rating as measured by percent adoption of consensus standards reducing the risk.  Example:  National Geographic's higher credit rating by Moody’s for its LEED adoption
· Bonds for both municipal and private project financing.  Example:  green bonds requiring minimum LEED level
· Start With Buildings Since They Cause the Most Climate Pollution & Green Buildings Have Most Developed Business Case and supporting data.  Then expand to other consensus standards:  green power/LEED, sustainable products covering the global supply chain, clean vehicles and mass transit.  This scope ensures needed comprehensive pollution coverage and maximum reductions to stop dangerous climate change within the 5-10 yr. window. 
· Meet with the Rating Agencies.  
· Analyze & Organize the Case:  Viability of Private Insurance is Tied up with Effective Climate Change Action as stated recently by the industry.  We have involved leaders who understand this including Swiss Re & AIG, Reinsurance Association & National Association of Insurance Commissioners (NAIC).
· Achieve Agreement with Rating Agencies on a written policy and implementation schedule providing higher ratings for reduced climate risk.
Many Factors Exist for Higher Ratings Stopping Dangerous Climate Change:
· Economic Risks are Real & Severe.  Insurance 
suffered $40B in climate damages in 2004, $80B in 2005, is  
expecting further increases, and will end private insurance if these damages remain unchecked (Reinsurance Risk Officers & Lloyds 2006).

· Agencies are Legally Responsible to Reflect These Substantial Risks (SEC, Investment Advisors Act, & UN) 


· There is no Discrimination & Devaluation

-  Existing market differentiators of value are followed

-  Property not achieving higher ratings are not devalued. 

-  Any property can be made to be certified to higher rated performance based consensus   standards:  green buildings & power, sustainable products, clean vehicles & mass transit. 

-  Chicago & many governments have adopted these standards

· The Rating Agencies require consensus standards to limit risk & uncertainty.
· Successful Precedent
Benefits of Acting Now:

· Stop substantial and devastating global damages from runaway irreversible climate change
· Protect & enhance global public health, environment & social equity
· Ensure stability and prosperity of the capital markets & economy
· Ensure the viability of private insurance
· Offset annually rising energy costs for the foreseeable future providing energy security
· Implement much needed efficiencies in technology
2.
Why We Need to Act Fast, Effectively & Comprehensively:               60% of Global Pollution Must be Reduced in the Next 5-10 years to Stop Dangerous Climate Change or Else It’s Irreversible & Catastrophic Global Damages Will Ensue.   Since climate change for over the last year has been accelerating exponentially as well as global damages, we need to reduce 60% of global pollution/carbon in 5-10 years or else it’s irreversible and catastrophic global damages will ensue (Hansen NASA, Keeling Present. Dec. 2005).  Thus prudent policy suggests we immediately implement actions reducing the most climate change pollution possible in the shortest timeframe to:
· Stop substantial and devastating global damages from runaway irreversible climate change
· Protect & enhance global public health, environment & social equity
· Ensure stability and prosperity of the capital markets & economy
· Ensure the viability of private insurance
· Offset annually rising energy costs for the foreseeable future providing energy security
· Implement much needed efficiencies in technology
We believe the Rating Agencies will embrace this risk reduction and stability based on our communications with them and our experts working with them.  The White House supports market based mechanisms to stop climate change and we also believe the Administration will likely support this approach (CEQ Aug. 1 2006).  We have key White House advisors ready to brief the White House and Treasury just as we did for green buildings, which the White House and federal government now strongly support.  

3.
We Believe the Capital Markets are the Best Solution Due to Their       Size, Speed & the Existence of Successful Precedent.  Past comparable standards we developed were assigned higher ratings by Standard & Poor’s (S&P) and achieved 95% US commercial building market penetration in 3-5 years.

Our current efforts are focused on a nonpartisan CAPITAL MARKETS PARTNERSHIP of leading financial institutions and elected officials we have worked with as well as those additional officials with a nexus to the capital markets.  Working together we believe there will be substantial leverage so that the Rating Agencies will be interested in taking this positive, nonregulatory approach for higher rated climate change reducing securities.

4.
There is an Urgent Need for Strong Leadership & Immediate Effective Action.  We believe the Rating Agencies are frustrated by the politics over rising energy costs for the foreseeable future, lack of energy security, climate change damages, and both the resulting overpowering adverse effects on the economy.  The impending insurance industry crisis is from increased climate damages and substantial transaction costs including the duty to defend covering even frivolous cases (Reinsurance Chief Risk Officers Report 2006).  

Accordingly, strong leadership is urgently needed and would be embraced by the Rating Agencies and public.

5.
We Have Organized a Global Management Team and Partners including attorneys, scientists, finance experts with experience with the Rating Agencies, and government relations experts.  MTS key partners are the 

· Sierra Club

· Natural Resources Defense Council

· Swiss Re

· Citizens Bank of Canada

· Vancity Bank

· Canada Mortgage & Housing Corporation

· American Institute of Architects

· Global Green

· Vinson & Elkins

· Freshfields Bruckhaus Deringer
· Venable

· World Green Building Council

· US Green Building Council

· Cities of Santa Monica, Dallas, Denver, Seattle & New York.

6.
Progress

1.    The precedent for this proposal comes from two consensus standards MTS Members developed while in ASTM, the world's largest standards entity.  S&P rated higher, securities that applied these standards, and in so doing took the standards' market penetration in US commercial buildings to 95% in 3-5 years: 

· Phase 1 Environmental Site Assessment providing a defense to liability to Innocent Landowners under the Federal Superfund and comparable statutes in all 50 States.  
· Property Condition Assessment prepared at S&P's request for all commercial realty
2.    Working with Governor Schwarzenegger's staff and NRDC, we organized the Green & ENERGY STAR Building Finance Summit in NYC in December 2005 with over $100B in real estate investment represented, concluding that green buildings are more valuable than conventional through debt and equity investment panels and many case studies.  We are conducting an Event at Greenbuild, the international conference and exposition in Denver before 10,000 people:  Accelerating Global Investment to Stop Dangerous Climate Change.  Swiss Re and BovisLendLease are participating and will cover global green building investments, green REITS and comprehensive activities to stop dangerous climate change.

3.    As a result of the Green Building Finance Summit, we are in promising negotiations with a $60B portfolio manager and Fitch Ratings to provide mortgage-backed securities with higher ratings based on LEED certification of the underlying assets.

4.    We met with Governor Corzine and with Governors Schwarzenegger's and Pataki's Offices about the PARTNERSHIP and have pending meetings with Mayor Bloomberg’s Office and Attorney General Spitzer.  We are pursuing additional meetings with the remaining elected officials and are recruiting additional financial institutions.  

5.   Working with Swiss Re, MTS is participating with the National Association of Insurance Commissioners Climate Change Task Force to secure NAIC support for the Capital Markets Partnership.  If private insurance stops, the Commissioners and the federal government will have to make the decisions on how to secure government funds and who may no longer be covered.  

7.
Challenges & Solution.  In the US the greatest challenges to effective action are politics, denial, substantial disinformation and resulting misconceptions, and fear of speaking out and acting.   Strong leadership and immediate action are the solutions.

Very Destructive Politics:  Former Vice President Gore's movie is creating important awareness, but also is very polarizing by repeatedly criticizing the President and Republicans, thus having a pejorative effect with many in the business community.  White House opposes regulation, many Republicans view climate change just as a political issue, and there is a bipartisan and business leadership vacuum for effective solutions. 

Denial & Lack of Market Mechanisms:  Most proposed solutions request that consumers change their habits.  This works for some, but many shut down as a defense mechanism due to the gravity of the crisis, many others do not respond to public appeals, and there is a lack of market mechanisms providing easy consumer choices.  Further, consumer appeals do not influence the capital markets and business financing which are the highest leverage solutions.

Very Effective Industry Disinformation:  The energy industry has recruited top scientists with excellent credentials including on IPPC, and journalists and has been paying them for many years to misrepresent the facts and very effectively undermine the international scientific consensus that climate change is manmade, very serious, and requires urgent action.  This industry has also inappropriately lobbied Federal Circuit Court judges on climate change while climate change decisions are pending.

Intimidation/Fear.  For example, key scientists in the Austrian & UK Embassies we talked with agree there is a 5-10 year window but do not want to speak out publicly about it like Jim Hansen with NASA courageously did.  We are not aware of other scientists or any elected officials speaking publicly about this limited window of time to act.  Jim Hansen's Office at NASA concurs.  If it is not discussed publicly, there is much less chance of a solution.

Legislation can help but we can't pin our hopes on it.  All our experts believe it will take too long, be contentious, litigated, and likely contain compromises affecting efficacy.  This is the current experience in California and Congress.  Unlike past environmental challenges, we don't have the luxury of time or imprecision.  For example, see Senate Republicans' press release criticizing Tom Brokaw ‘s climate change special: http://epw.senate.gov/pressitem.cfm?party=rep&id=258440
Solution:  There is a great leadership and knowledge gap, and lack of focus on the urgency of the problem, solutions and results that can work in 5-10 years.  The public wants leaders to tell them about this problem, solutions, and how working together we will solve it like Teddy Roosevelt, FDR, Churchill & JFK did.

8.
Factors Supporting Rating Agency Acceptance of Higher Rated    Securities Stopping Climate Change.  We believe the following factors will be well received by the Rating Agencies: 

· The Economic Risks are Real and Severe.  
· Swiss Re and the Reinsurance Association recently said the insurance industry suffered $40 billion in climate-related damages in 2004 and $80B in 2005 and its risk analysts are concerned about higher damages in the future (Congress. Staff Briefing Apr. 2006).
· The 14 Chief Reinsurance Risk Officers concluded that these unchecked damages will exceed the capacity of private insurers (CRO Briefing May 2006), forcing governments to step in.  This transition will have dire consequences for governments to finance existing obligations.   Insurance is 10% of the economy and affects all of it (NAIC 2006).
· United Kingdom Treasury Secretary Gordon Brown told the UN General Assembly that climate change damages in only five to 10 years are expected to equal 2.5 % of global GDP ($1 trillion) (HM Treasury Apr. 2006).
· There are unaggregated substantial additional climate change damages undermining the global economy http://www.ipcc.ch/pub/sarsum3.htm, e.g., 
· New York City for the first time may spend $1B filtering its water from record breaking intense rain dumping sediment into the Catskills' reservoirs (NY Times 7-20-06),  
· Many buildings were condemned from the same record intense rain in the Wash., DC area
· Climate change crop damages from droughts and intense rains cost $1.4B/yr. (NASA Global Envir. Change 2003)
· Added health care and suffering occurred from increased incidence in the Northeast and Western Europe of ticks, mosquitoes and other disease vectors carrying West Nile, encephalitis & Lyme Disease (NY Times 6-4-06, Epidemiol Mikrobiol Imunol. 2004 Nov;53(4):174-81, Lancet. 2001 Nov 17;358(9294):1731-2).
· This Program will Negate the Effects of Annually Rising Energy Costs
· This Program will Greatly Increase Use of Efficient Technology Effectively Addressing Energy Security and Carbon Emissions’ Reduction
· The Rating Agencies are Legally Responsible to Accurately Reflect this Risk with a statutory responsibility to ensure their ratings reflect all material facts investors have a right to know including:
"basic facts about an investment prior to buying it, and so long as they hold it.  This provides a 
common pool of knowledge for all investors to use to judge for themselves whether to buy, sell, 
or hold a particular security. Only through the steady flow of timely, comprehensive, and accurate information can people make sound investment decisions.  The result of this information flow is a far more active, efficient, and transparent capital market that facilitates the capital formation so important to our nation's economy. (The Investor's Advocate:  How the SEC Protects Investors, Maintains Market Integrity, and Facilitates Capital Formation, SEC 2006 & Investment Advisors Act of 1940)." 
Further, Paul Watchman with the Freshfields lawfirm in London concluded for the UN in a major study that the laws in countries with capital markets require that this risk be reflected.  (Legal Framework UNEP 2005).  Paul is supportive and participating. 
· A Nonregulatory Approach has an Important role and the Advantage of Being Implemented Quickly and Efficiently
· This Program Follows Successful Past Precedent by using consensus standards since the Rating Agencies have required them to reduce political, technical and economic risk and uncertainty.
· The PARTNERSHIP Will work with the Rating Agencies to Achieve Higher Ratings for Green Buildings, Green Power, Sustainable Products, Clean Vehicles, Mass Transit.  There are existing approved consensus standards for these activities and they effectively cover all of the wedges needed for competent pollution reduction to stop dangerous climate change:  efficiency, decarbonization of power & fuel, forests & agricultural soil (Princeton CMI 2006).  Thus, the PARTNERSHIP'S efforts can proceed smoothly now.
· There is no Discrimination.  Any building can be certified to the standards, use many choices of green power, any product can be made to be certified as sustainable, any vehicle can be made a clean vehicle.  The standards are performance based and do not mandate specific technology thus encouraging innovation.  There is choice of standards and choices within standards.  This is all completely consistent with existing market differentiators of value.  These provisions are critical to allay any misconceptions that a higher rating could devalue property that do not achieve them.
9.
Nature & Role of PARTNERSHIP.   It is nonpartisan and comprised of leading elected officials and financial institutions committed working with the Rating Agencies and achieving higher ratings for securities, bonds and credit ratings for companies and governments using consensus standards substantially reducing climate change pollution.

The elected officials should be both Republican and Democratic Governors, Attorney Generals and Mayors with a nexus to the capital markets or past experience in this issue.  The financial institutions should be leaders publicly committed to substantial and immediate global climate change pollution reductions.

The basis for higher rated LEED mortgage backed securities has already been developed for a $60B portfolio manager and Fitch Ratings.  Just as with securities, companies can achieve higher ratings like National Geographic achieved from Moody’s for its LEED investment.  Governments and large publicly rated projects can receive higher ratings by adhering to the consensus standards.

The PARTNERSHIP will enter into a dialog with the Rating Agencies escalating the discussions already conducted with all three agencies to cover a greater number of standards.  Staff will initiate discussions and prepare necessary briefing documents, and PARTNERSHIP Members will participate with higher level Rating Agency Officials to ratify a written agreement or policy and implementation schedule.

10.
Proposed Role of Mayor Daley as PARTNERSHIP Chairman or Lead Organizer & Start Date.   Mayor Daley would choose with staff recommendations, the additional key elected officials to be Partnership Members.  We believe that no fewer than four are needed due to the substantial leverage and stature required.  He would be able to select any additional financial institution Members that he believes are needed.  He would take the lead on the meetings with the Rating Agencies and all substantive decisions.

An agreement on the Partnership and initiation of its work should begin as soon as possible but no later than September 2006.  Nature is not waiting, global climate change pollution is increasing, and thus the 5-10 year window is closing, possibly rapidly.
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