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Our Services: Programs, Products, & Education
We aim to offer municipalities the most cost-effective, transparent, and relevant
products while continuously evolving and improving our operations with a focus on
reducing risks, enhancing our stability, and better serving our clients.

Financing

Investing

• Long-term
• Short-term
• Temporary Borrowing
• Short-term Capital
• Revenue Anticipation
• Equipment Financing

•
• Fixed Income
• High Interest Savings
•
Accounts
• Investment Policy Assistance
• Portfolio guidance
• Fossil Fuel Free options
• New asset classes including
Equities

Education
Financial Education &
Training
Sponsorship & Support
of the BC Local
Government
Community
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What is ESG?

ESG Factors Encompass MANY Societal Concerns:

E

S

Environmental
•

Climate change and GhG
Emissions

•

Sustainability

•
•

Air & water pollution

•

Biodiversity and habitat
protection

•

Site rehabilitation

Water scarcity

G

Social

Governance
Board independence

Community impact

•
•

•

Health & safety

•

Executive compensation

•
•

Child and forced labour

•

Shareholder rights
and voting

•

Human Capital: Employee
engagement/productivity

•

Anti-corruption

•

Customer satisfaction

•
•

Human rights

Gender diversity

Board accountability
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What is the Connection Between
Asset Management and ESG?
Why is MFABC interested?

The connection between Asset Management and ESG Factors
Both Asset Management and ESG are multi-disciplinary and
involve all activities and focus areas:
o
o
o
o
o
o

Finance
Engineering
Sustainability
Risk Management
Planning
Communications

Both share a similar focus on:
§ Full lifecycle thinking and costs
§ Proactivity versus reactivity
§ Manage and mitigate risk while delivering products and services
§ Documenting and reporting on asset condition and performance
§ Alignment between the two is clearly strong
§ Asset Management practitioners are well-placed to facilitate ESG
factor documentation and reporting
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Why is MFABC interested in Asset Management and ESG?
We are an infrastructure bank, governed by and operated for
the benefit of BC Local Governments.
What does MFABC do?
§ We issue bonds in the market to raise funds for BC Local
Government capital projects
§ We provide short-term lending for equipment purchases
and temporary cash flow needs
§ We offer numerous investment products to local
governments for their reserves holdings
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Why is MFABC interested in Asset Management and ESG?
Investors in MFABC bonds are asking for significantly increased
detail on what we fund.
o
o

o

Green/social/sustainability bonds? Why or why not?
Implications for how to fund infrastructure while supporting important
ESG goals
Possibility that not reporting OR reporting funding of non-sustainable
infrastructure will result in loss of access to capital, or access but only
at significantly higher cost

Members have requested we offer investment products that meet
their mandate to create sustainable reserves that are reliable and
appropriate to purpose.
o
o
o
o

Fossil-fuel-free options
UN Principles for Responsible Investment
Transparency of investment fund holdings
Access to longer-duration investment options to match infrastructure
timelines
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Challenges for both Issuers
and Investors

Lack of standardization presents challenges & opportunities
Due to the very subjective nature of evaluating ESG factors, there are major
discrepancies in the ESG ratings process between firms (in a consolidating,
but still fragmented non-uniform market).
This is a major challenge as it may discredit the measurement process and
brings-into-question the validity of results. Furthermore, comparability
between investments or funds becomes challenging due to the variations in
data collection, analysis, and the resulting ESG score provided by firms.
However, some believe that those discrepancies present an opportunity for
analysts to dig deeper and potentially find value.
The following firms have created models to assess and rate company
ESG footprints:

Source(s): https://www.ft.com/content/2cd37df8-a973-3f94-b498-09ee1a6ba53b
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A multitude of reporting & disclosure standards
Many organizations are attempting to standardize the way companies and
governments report on ESG
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UN’s Sustainable Development Goals as a basis for SRI / Impact Investing
The UN’s Sustainable Development Goals have gained some prominence as a common
norms-based investment strategy. SR/Impact investing can piggyback on that framework.
MFABC aims to provide stakeholders with insight into how the capital projects we fund align
to not only specific UN Sustainable Development Goals but also recognized Green Bond
Principles and Social Bond Principles.

Source(s): https://www.un.org/sustainabledevelopment/blog/2015/12/sustainable-development-goals-kick-off-with-start-of-new-year/
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Asset classes for which sustainability considerations have been implemented
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Making decisions based on ethical criteria is far more complex than meets the eye

Source(s): https://www.sustainalytics.com/esg-ratings/#1530569101275-ef381f7e-5014
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How MFABC is Responding

MFABC as an Issuer of Bonds…
§ Created a tool to map our long-term lending to the UN 17
Goals for Sustainable Development and the Green and Social
Bond Principles
§ Reported to investors on this mapping for every bond issue as
well as annually in our Annual Report
§ Created a Sustainable Bond Framework that describes for
investors what we fund, related legislation, inherently ESG
nature of Local Government infrastructure (Found on our
website: mfa.bc.ca/investor-relations)
§ New MFABC borrowing requirements coming to define relevant
KPIs at onset of loan process and require reporting over the life
of the borrowing
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MFABC’s Mapping Tool for ESG Criteria
MFABC has developed an ESG mapping approach which endeavours to provide Environmental, Social, and
Governance disclosure by which investors, bond market participants, and other interested stakeholders can
better understand how proceeds from our funding program are used. We view each of our bonds as a
‘sustainable bond’, used to support and advance various ESG initiatives throughout the province.
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MFABC’s ESG Footprint is increasingly important to bond investors
§ Due to growing investor demand for
ESG data, MFABC has taken
proactive steps to improving its
ESG disclosures
§ MFABC now “maps” the use of
borrowed funds by local governments
to UN Sustainable Development
Goals and “Green Bond” / “Social
Bond” Principles prior to every new
issue
§ MFABC suggests its debt issues
may be viewed in a similar light as
“sustainable bonds”, although, for a
number of reasons, they are not
certified as such
§ “Certified labelled bonds”, such as
“sustainable bonds” or “green bonds”
or “transition bonds” have helped
pave the way for the standardization
of ESG disclosures
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Illustrative Impact Metrics for MFABC ESG Case Studies

Illustrative Impact Metrics:
• Number of residents provided with clean,
affordable water from the plant
• Reduction in chemicals used or
discharged into the environment
• Number of indigenous community
members employed by the project

Illustrative Impact Metrics:
• Area of additional fish habitat protected
by the project (km2)
• Increased community waste capacity from
project (liters or number of people)
• Reduction of harmful effluents released
into the environment (liters/tons)

Illustrative Impact Metrics:
• Additional residents provided with access
to emergency services
• Number of natural disasters and climaterelated emergencies communicated
through the system
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MFABC’s Annual Reporting - ESG Case Studies
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MFABC’s Annual Reporting - ESG Case Studies
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MFABC’s Annual Reporting - ESG Case Studies
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MFABC’s Annual Reporting - ESG Case Studies
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MFABC’s Annual Reporting - ESG Case Studies
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Improving MFABC’s Disclosures to Bond Investors– Impact Measurement Reporting Metrics
MFABC’s project categories have numerous options for impact measurement reporting:
Borrowing Purpose

Green and/or Social Category
•

Sewer/Drainage

Sustainable Water and Wastewater
Management

Illustrative Reporting Metrics
•

Wastewater treated to appropriate standards or raw/untreated
wastewater discharges avoided (liters)

•

Wastewater avoided, reused or minimized at source (liters)

•

Affordable Basic Infrastructure

•

Number of people with access to improved sanitation facilities under
the project

•

Sustainable Water and Wastewater
Management

•

Number of people with access to clean drinking water

•

Reduction in water losses in water transfer and/or distribution (liters)

•

Affordable Basic Infrastructure

•

Number of new household water connections

•

Environmentally sustainable
management of natural resources and
land use

•

Maintenance/safeguarding/increase of natural landscape area in urban
areas in km²

•

Percentage of residents with access to green space

•

Access to Essential Services

•

Number of people reached through cultural programs

•

Access to Essential Services

•

Number of hospitals and other healthcare facilities built/upgraded

•

Socioeconomic Advancement and
Empowerment

•

Number of education facilities built and/or initiatives provided

•

Number of vulnerable individuals benefiting from training/education
programs

Solid Waste
Management/
Recycling

Pollution Prevention and Control

•

Recycling rates in a given municipality

•

•

Energy recovered from waste (MWh or KJ)

•

Affordable Basic Infrastructure

•

Number of people or percentage of population provided with improved
municipal waste treatment or disposal services

Environmental
Conservation/
Remediation

•

Environmentally sustainable
management of natural resources and
land use

•

Maintenance/safeguarding/increase of protected area/habitat in km²

•

Absolute number of indigenous species, flora or restored through the
project

•

Annual GHG emissions reduced/avoided in tCO2e

Water

Parks/Recreation/
Culture

Health/
Social Services
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MFABC as a Provider of Investment Options…
§ Surveyed our clients on their desire for “ESG-related”
investment options
§ Confirmed our Fund Managers are signatories to the UN
Principles for Responsible Investment
§ Created new investment products to meet this need
§ Continue to review interest in such products and what future
options would meet this need
§ Been labeled a “light green” investor ourselves by the marketplace which reflects our current efforts to report on bond
issuance and offer responsible investment products

26

MFABC Funds – ESG Integration and SRI
§ MFABC considers its Pooled High Interest Savings Accounts (PHISAs) (or any
deposit or investment in a bank or credit union) to be Fossil Fuel Free (“FFF”)
as they are not direct investments in entities “engaged primarily in extracting,
processing, or transporting coal, oil or natural gas.”
§ All of MFABC’s Pooled Investment Funds (PIFs) are managed employing ESG
Integration. Our Fund Manager, PH&N, is a United Nations Principles for
Responsible Investment (UNPRI) Signatory and must, amongst other things,
systematically consider ESG factors in investment decisions (ESG integration)
and promote better disclosures and environmental and social responsibility.
§ Due to the asset class restrictions of the Government Focused Ultra-short
Bond Fund (GFUSBF), which only includes high-quality Canadian government
securities and Canadian D-SIB bank exposure – this Fund may be considered to
be FFF.
§ A negative screening strategy is used for the Fossil Fuel Free Short-term
Bond Fund. Sustainalytics, an independent market-leading ESG ratings firm,
manages and provides the definition and screening methodology.
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LG Asset Classes and SRI
A clear understanding between staff and council of the nomenclature
used in ESG Investing is critical - confusion abounds
FFF *

SRI

ESG Integration

†

‡

Schedule 1 Banks
MFABC MMF

†

Credit Unions‡
‡

MFABC PHISA
MFABC FFFBF
MFABC MTGF

†

* Actively excludes, or does not otherwise constitute, direct investments in entities whose main business is to directly extract, process, or transport coal,
oil or natural gas.)
† UN-PRI denotes a dedication to integrating ESG analysis into investment process and promoting practices that enhance the efficacy of SRI investing.
UN PRI Signatories commit to including ESG-factors in their decision-making, being “Active” owners and advocating for improved ESG disclosures.
Some LGs, consider funds managed by UN PRI Signatories to be SRI
‡ Most LGs consider financial institutions to be FFF as they are not directly involved in the Oil and Gas sector. Some banks may be also considered SRI, but
it is up to each investor to make their own determination depending on their own definitions and/or by actively considering ESG disclosures
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MFABC’s Suite of Pooled Investment Products
(3) Pooled High Interest
Savings Accounts

Money Market Fund

Government Focused
Ultra-short
Bond Fund

‖

Best for soon needed funds.
Balances favourable interest rates
and liquidity.

Key Features

Monies held with Domestic
Systemically Important Banks

This Fund is suited for Investors
who must maintain adequate
liquidity, while benefitting from
asset diversification.
This Fund holds a portfolio of very
short-term securities, focused on
high-quality corporates.

This Fund maintains a bias towards
safe and favourable Federal and
Provincial Securities, holdings may
include up to 25% Big 6 Bank
debt securities.

The Fund seeks a yield advantage
through active market and credit
analysis.

Securities acquired for the Fund
may have a maximum maturity of
2 years.
This Fund does not invest in nonbank corporates.

Favourable deposit
rates negotiated by MFABC
Monthly Interest

The main objective of this Fund is
to provide safety and liquidity.

Monthly distributions

Monthly distributions

Suggested
Investment Time
Horizon

0 – 12 months

0 – 24 months

0 – 24 months

Trailing 12-month
Total Return * ‡

N/A

0.98%

-0.97%

3.86%

4.40%

12.5 bps

12.5 bps

Current Yield †
Total Annual Fees

4.30% ‡ ‖ §
3 bps

Management and composition of Funds subject to MFABC’s Pooled Investment Funds Investment Policies, Objectives, and Guidelines Agreement with Fund Manager(s). ‖ Call MFABC for details.
* Trailing 12-month Total Return equal to change in NAV value plus distributions over the past 365 days to September 30, 2022; past performance does not guarantee future performance.
† Before fees; yields as at October 26, 2022. ‡ Net of fees and expenses. § rates as of October 27, 2022.
FFF refers to Fossil Fuel Free defined here as (1) Funds which exclude investments issued by companies directly involved in extracting, processing, or transporting coal, oil or natural gas; and (2) Savings Accounts offered by financial institutions.
ESG integrated refers to Funds which are managed by signatories to the UN’s Principles of Responsible Investment.
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MFABC’s Suite of Pooled Investment Products

Key Features

Short-term
Bond Fund

Fossil Fuel Free Short-term
Bond Fund

Pooled
Mortgage Fund

Diversified
Multi-asset Class Fund

Designed for Investors with a
2 to 5 year investment horizon as
the Fund maintains a longer
duration versus the MM and
Ultra-short Funds.

This Fund is benchmarked
against the same index as the ST
Bond Fund, however screens-out
companies involved in the
extraction, processing and
transportation of coal, oil, and
natural gas.

This Fund is designed to provide
asset class diversification for local
government investment
portfolios. Best suited for cash
not needed for 3+ years.

Designed to invest capital over
the long-term and grow at a rate
that exceeds inflation by 3.5%,
while minimizing risk through
asset class selection and
diversification.

This Fund provides instant
diversification through a broad
asset mix of high-quality
government and corporate
securities.

Designed for Investors with a
2 to 5 year investment horizon.

The Fund seeks a yield
advantage through active market
and credit analysis.

This Fund provides instant
diversification through a broad
asset mix of high-quality
government and corporate
securities.

Monthly distributions

The Fund seeks a yield
advantage through active market
and credit analysis.

Suggested
Investment Time
Horizon

2 – 5 years

2 – 5 years

Trailing 12-month
Total Return * ‡

-4.63%

Current Yield †
Total Annual
Fees

The Fund invests in high-quality
1st mortgages on Canadian
income producing commercial
properties – such as retail,
multi-residential, office and
industrial.
Minimum 1.25x
CF coverage
Maximum 75%
Loan-to-value

3 years +

The Fund will be broadly invested
in Fixed Income, Equities, and
Alternative investments.
Preserve long-term
purchasing power
Alternative Investments at very
attractive pricing.
Gain exposure to professionally
managed growth assets.

10 years +

(redemption restrictions may apply)

(redemption restrictions may apply)

-4.76%

-4.99%

N/A

4.42%

4.38%

5.45%

6.29% ◊

20 bps

20 bps

25 bps

33 bps

Management and composition of Funds subject to MFABC’s Pooled Investment Funds Investment Policies, Objectives, and Guidelines Agreement with Fund Manager(s).
* Trailing 12-month Total Return equal to change in NAV value plus distributions over the past 365 days to September 30, 2022; past performance does not guarantee future performance. † Before fees; yields as at October 26, 2022.
‡ Net of fees and expenses. ◊ Fixed Income component only.
FFF refers to Fossil Fuel Free defined here as (1) Funds which exclude investments issued by companies directly involved in extracting, processing, or transporting coal, oil or natural gas; and (2) Savings Accounts offered by financial institutions.
ESG integrated refers to Funds which are managed by signatories to the UN’s Principles of Responsible Investment. “Carbon Light” refers to strategies which minimize a portfolio’s carbon impact including up to ~40% FFF.
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The DMAC (for long term reserves) is a Socially Responsible Fund
§ A low carbon footprint fund with over 94% of assets meeting the FFF definition
Asset Class/Strategy

Target Exposure

FFF

FFF Content

Short Core Plus Bonds

15%

~90%

Multi-Asset Global Credit

10%

û
û
û
ü
ü
û
ü

~70%

Fixed Income

25%

Canadian Equities

10%

Canadian Low Volatility
Equities

5%

Global Equities

24%

Global Low Volatility
Equities

11%

Emerging Market Equities

10%

Equities

100%
100%
~90%
100%

60%

Core Real Estate

5%

High Yield Mortgages

5%

Infrastructure Renewables

5%

Alternatives

~90%

§ The Fund will align with a shared
focus among BC’s local
governments on ESG and climate
change considerations

15%

û
û
û

>90%
>90%
100%

§ All components of the Fund will
be managed under the UN’s
Principles for Responsible
Investing and incorporate broad
ESG considerations into the
investment process
§ DMAC will be a low carbon fund
with a significant portion of the
asset classes employing a strict
Fossil Fuel Free (FFF) screen. An
estimated 94% of the underlying
funds are currently invested in
FFF entities - as defined by most
local governments
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3 out of 8 of the DMAC strategies use a Fossil Fuel Free screen
Fossil Fuel Free exclusionary framework:
Fossil Fuel Free
No companies directly involved in extracting, processing or transporting coal, oil or
natural gas
No companies included in ‘The Carbon Underground 200’*

Excludes pipelines and railways
Environmental, Social, Governance (ESG) integration

*The Carbon Underground 200™ identifies the top 100 coal and the top 100 oil and gas publicly-traded reserve holders globally, ranked by the potential carbon emissions
content of their reported reserves.

32

ALL Strategies in the DMAC are managed using ESG integration
Taking concrete actions for 20+ years

Fully integrated ESG (environmental, social & governance)
•

A+ grade on all assessed modules in 2020 - UN Principles of
Responsible Investment (UN PRI)*

•

Developed Approach to Climate Change

Active Stewardship
•

Founding member, former Chair CCGG (Canadian Coalition for
Good Governance)

•

Climate Action 100+

•

30% Club Investor Group

•

Proxy voting focus: Gender & CEO/Chair separation

Client-driven solutions and reporting
•

Long history of SRI & Fossil Fuel Free investment capabilities1

•

Integrated ESG reporting for clients & consultants

Began offering SRI strategies in 2002 and Fossil Fuel Free strategies in 2016.
*As part of the paid annual membership services, the PRI evaluates signatories' approaches to the Principles based on its assessment methodology. Once the
responses are assessed, all indicator scores are aggregated and modules are assigned a performance band (from A+ down to E). Our firm’s full transparency report
as one of over 2,000 signatories can be found here: RBC GAM PRI Transparency Report. Our firm’s full private Assessment Report from the UNPRI is available upon
request..
1
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MFABC as an Organization…
§ Currently working on an initial assessment or our own operational
carbon footprint – next step is far more complex and will require
“following” the money we lend and the money we manage
§ Currently recruiting for a new position: Director of Sustainability
§ Create and roll out new ESG-related data tracking
§ Communicate our plan and rationale
§ Educate and assist our Members in collecting and reporting
relevant information and KPI’s
Know anyone? Interested yourself?
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Call to action...
Help change the landscape of ESG reporting for BC Local Governments

Share your current ESG methodologies and philosophy

Contact us for info on sustainable investing

Tailor-made solutions for
BC Local Governments.
MFABC

CELEBRATING OVER 50 YEARS OF EXCELLENCE

Peter Urbanc
Chief Executive Officer

peter@mfa.bc.ca

(250) 419-4760

Matthew O’Rae
Chief Financial Officer

matt@mfa.bc.ca

(250) 419-4761

Shelley Hahn
Chief Services Officer

shelley@mfa.bc.ca

(250) 419-4763

Renata Hale
Director, Technology & Strategy

renata@mfa.bc.ca

(250) 419-4770

Lauren Kerr
Credit & Compliance Officer

lauren@mfa.bc.ca

(250) 419-4772

