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Takoma Park City Council Meeting – September 13, 2023 
Agenda Item 1 
 

 
Presentation 
Presentation on Environmental, Sustainability, and Governance (ESG) Practices for Municipalities 
 
Recommended Council Action  
Review and receive the presentation. 
 
Context with Key Issues 
In 2021, the City Council appointed members of the public to serve on the Task Force on Sustainable 
Banking and Investments. The Task Force generated a 46-page final report and presented to the City 
Council on April 6, 2022. The Task Force recommended changes to the City’s socially responsible 
investment policy.  
 
In reference to the background information provided on the Task Force report, the students’ 
presentation is focused on the research of ESG Criteria established in the investment policy of six 
municipalities nationwide. The municipalities include San Francisco, New York, Chicago, Boston, San 
Diego and Berkeley, where they are actively participating in ESG investments. It also provides the 
results of the study of investment policies of ten municipalities in the State of Maryland. The students 
examined various investment options including ESG Funds, Green Bonds and Certificate of Deposits 
from ESG friendly banks. The team also looked into ESG ratings and sustainable banking options. 
They sought to gather external data from local and national municipalities to look into their ESG 
practices and trends in the industry. In this presentation, the MBA students will present their analysis 
results, as well as their recommendations regarding ESG investment criteria and sustainable banking. 
 
MBA Students of the Robert Smith School of Business at the University of Maryland Felipe De Padua, 
Amy Wang, and Praveena Kamineni will give the presentation and they will be available for questions.   
 
Council Priority  
Advancing a Community of Belonging; Fiscally Sustainable Government; Environmentally Sustainable 
Community; Engaged, Responsive, Service-Oriented Government; Community Development for an 
Improved and Equitable Quality of Life. 
 
Environmental Considerations   
The students' studies include an emphasis on green investing and environmental action as a key 
aspect of integrating ESG Criteria into the City's investments. 
 
Fiscal Considerations 
Fiscally Responsible Government: Establish the City’s long-term fiscal sustainability strategy. 
  
Racial Equity Considerations 
The students’ studies place an emphasis on social responsibility as a key aspect of integrating ESG 
Criteria into the City’s investments. 
  



 
 

 
Attachments and Links     
ESG Practices of Municipalities Presentation 
Report of the Task Force on Sustainable Banking and Investments 
 

https://documents.takomaparkmd.gov/government/boards-commissions-and-committees/SBI-Task-Force/SBI-Task-Force-Final-Report-20220322.pdf
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Transparency and 
accountab ility in  city 
ope ra tions 

WHY SHOULD CITY GOVERNMENT FOCUS ON ESG

Contribution to Community

The well -being of 
residents & overall 
sustainability

Environmental Action

Comprehensive climate 
action plans

Social Engagement

Awareness campaigns to 
promote sustainable 
behaviors

Governance & Transparency
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MARYLAND’S ESG INITIATIVES 

CLIMATE CHANGE RENEWABLE ENERGY ENVIRONMENTAL 
REGULATIONS

The 2030 Greenhouse Gas 
Reduction Act 

Renewable Portfolio 
Standards (RPS)

Enforces environmental 
regulations related to air, 

water, and waste 
management

COMMUNITY DEVELOP SUSTAINABLE INVESTINGOUTREACH PROGRAMS

Social consideration within 
the ESG framework

The Maryland Sustainable 
Finance Collaboration 
promotes sustainable 

investing

Offers programs, 
workshops, and resources 

to raise awareness
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PROBLEM DEFINITION RECAP

Main Question:
Should Takoma Park invest some of its funds into ESG?

Today

Low-return investments 
& potential unwanted 

assets

Future

High-return assets & 
ESG-friendly portfolio 

Gap

PS: With acceptable compromise 
on Safety and Liquidity
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HYPOTHESIS FOR CHOOSING ESG

Unused funds should be invested in ESG to improve portfolio and  com m it to  
social responsibility :

Equal or higher 
returns than 

non-ESG

Council 
approval

Better Portfolio Social 
Responsibility

Equal or higher returns
while providing 

acceptable compromise 
on safety and liquidity

More Satisfied 
stakeholders (e.g. 

citizens and 
committee)
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STAKEHOLDER ANALYSIS
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City of Takoma Park Residents & 
Community Stakeholders

City Manager

Consulting  Organization for Investment

Senior Leadership (include Finance Director)

the City of Takoma Park Council
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02.1
Analysis from 
Municipalities 
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The Governmental Accounting 
Standards Board Guidelines State of Maryland Code
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The Governmental Accounting 
Standards Board (GASB) had issued:

1. Intersection of Environmental, 
Social, and Governance (ESG) 
Matters with Governmental 
Accounting Standards and 

1. The technical plan for the second 
third of 2023 on ESG investing for 
local governments, indicates GASB 
staff began to monitor state and 
local governments’ ESG reporting 
since Dec 2022

City of Takoma Park Code & Resolution

Maryland Code, Local Government 
Article established the framework for 
how local governments can invest 
their assets. Section 17-101 limits the 
City to investing in time deposits and 
CDs that are FDIC insured or are 
collateralized, or to investing in the 
MLGIP.  
MD. Local Government Code § 17-
205 (2022), states City has the 
authority to establish a local 
investment policy through a 
resolution. Subsequently, the City is 
required to manage its funds in 
alignment with the provisions 
outlined in the adopted local 
investment policy.

1.  The Takoma Park Nuclear Free Zone 
Act (City Code Chapter 14.04.050) 
Investment of City funds which indicates
the City shall consider a socially responsible 
investment policy, specifically addressing any 
investments the City may have or may plan to 
have in industries and institutions which are 
knowingly and intentionally engaged in the 
production of nuclear weapons.
2. In 2021, the Takoma Park City Council 
adopted resolution 2021 -31,  establishing a 
Task Force on Sustainable Banking and 
Investments.
3. In 2022, “Report of Takoma Park’s Task 
Force on Sustainable Banking and 
Investments” examines how the City of 
Takoma Park can screen its banking 
arrangements and investments against a set 
of Environmental, Social, and Governance 
(ESG) criteria.

(Ord. 2021-39 § 7, 2021/prior code § 8A-5)

INVESTMENT CRITERIA ACROSS LEVELS

https://law.justia.com/codes/maryland/2019/local-government/division-iv/title-17/subtitle-1/sect-17-101/#:%7E:text=Title%2017%20-%20Investment%20by%20Local%20Government%20Subtitle,surplus%20money%20by%20counties%2C%20municipalities%2C%20and%20other%20entities
https://www.greenpolicy360.net/w/Takoma_Park,_MD_Nuclear_Free_Zone_Act
https://www.codepublishing.com/MD/TakomaPark/#!/TakomaPark14/TakomaPark1404.html#14.04.050
https://documents.takomaparkmd.gov/government/city-council/resolutions/2021/resolution-2021-31.pdf


14The  Sta tus of Investm ent Policies in  the  top  10 Maryland Cities

City Population
Annual 
Budget

City or 
Pension 

Fund
Reason for adopting ESG in Pension not in the City Fund

Investment 
Policy?

ESG 
Investment 

Policy?

Baltimore 583,132 $4.11 B Lack of available data Yes No

Frederick 82,407 $157 M Lack of available data Yes No

Gaithersburg 68,267 $112.5 M Lack of available data
Yes Working

Rockville 66,705 $156.4 M
The general City Investment Policy which covers general City investments and is bound by Maryland State regulations 
on the investment of public funds. Yes No

Rockville 
Employees 
Retirement 
System

Pension Plan 
Investment 

Policy

1. See language on ESG investing on page 9/31 of the Pension Plan Investment Policy.
2. The City’s pension funds are handled differently. In the case of city funds, the constrained nature of permissible 
investments typically leads to a predominant allocation of the investment portfolio toward government and 
government agency securities. However, a greater degree of flexibility is observed in the realm of investments within 
the Pension Funds.

Yes Yes

Bowie 56,498 $76 M Lack of available data Yes No

Hagerstown 43,609 $120 M Lack of available data Yes No

Annapolis 40,397 $110 M Lack of available data Yes No

College Park 34,578 $24 M Lack of available data
Yes No

Laurel 28,574 $41 M Lack of available data Yes No

Takoma Park 17,183 $44 M Lack of available data
Yes Working

Status of Current Investment Policies in the Top 10 Cities of Maryland

https://docs.google.com/spreadsheets/d/1a7b3bqcujHBWMb9Xb7VqFef4kwhhPVjSFvh4apBbv_0/edit#gid=1184366197
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Only a pair of the top 10 cities in Maryland make reference to or engage in 
discussions regarding ESG and sustainable investing:

INVESTMENT CRITERIA FROM MARYLAND MUNICIPALITIES

The State of Maryland Local Government Code (2019) establishes the framework for local government investments.

As noted earlier, Section 17-205 of the Maryland State Code, grants authority to the city to establish local investment 
policy by resolution, which both the cities of Gaithersburg and Takoma Park are pursuing.  Both currently have 
resolutions.  The City of Gaithersburg is still in the process of developing the investment strategy, and which calls for an 
annual cash flow projection and investment in low risk securities such as US government bonds, US agencies securities 
and some short-term investments such as commercial paper and CDs. Due to the current economic conditions and 
impact rising interest rates have on Treasury bonds, the budget reflects a modest increase in budgeted interest income.

In addition, the city of Rockville plans to review and update its general investment policy within the upcoming year, with 
the intention of incorporating ESG language during this revision.
The State of Maryland recently updated the Investment Policies and are in the process of getting that out to all the 
entities in the State.



INVESTMENT POLICIES FROM MUNICIPALITIES NATION
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San Francisco City, CA

Sustainability Focus 
❏ Major player am ong US pension plans
❏ PRI signatory : Report (AUM-pg10)
❏ Divest from fossil fuel companies 
❏ Invested over 5% of SFERS assets ($30B) 2

❏ Influence risk and return in long -term 

Key Milestones
❏ Hired Director of ESG Investing
❏ 4-pilla r approach  – Invest, Engage, 

Divest, and Advocate 3

Key Transformational Investments in 2018

❏ $50M in  Sustainable Asset Fund II m anaged by Vision Ridge Partners
❏ $50M in  New Energy Capital Infrastructure Credit Fund II, L.P. , m anaged  by New Energy Capital Partners
❏ $300M to  Cartica Management , focused  to  im prove  ESG perform ance  in  em erging m arke t
❏ $500M in  Goldman Sachs' lower emissions passive index equ ity stra tegy
❏ $500M to  Generation Investment Management 's  reduced  carbon  equ ity stra tegy4

Population- 800K
Annual Budget- $13.9 billion (FY2023)

https://www.unpri.org/signatories/reporting-and-assessment/public-signatory-reports
https://stpublic.blob.core.windows.net/pri-ra/2020/Investor/Public-TR/(Merged)_Public_Transparency_Report_San%20Francisco%20Employees%20Retirement%20System_2020.pdf


INVESTMENT POLICIES FROM MUNICIPALITIES NATION
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Sustainability Focus 

❏ Three retirement fund portfolios in  Net -
Zero Emissions by 2040

❏ PRI signatory ; Pension  AUM: $68B (3%)
❏ Divest from  fossil fuel and nuclear 

weapons
❏ Invest in  renewable energy and green 

real estate 1

❏ Increase long -term value

ESG Initiatives

❏ Com m it Investment of
$8 billion by 2025 and 
$37 billion by 2035 in
climate solutions 1

❏ Divested $4B from  fossil 
fue ls in  20214

Legal Challenge (2023) 

$4B Divestment
❏ Oil Stock Surged (post-

Russia 's invasion) in  
20223

❏ Reduce diversification
❏ No proper financial 

analysis

New York City, NY Population- 8.3M
Annual Budget- $103 billion (FY2024) 2

https://stpublic.blob.core.windows.net/pri-ra/2020/Investor/Public-TR/(Merged)_Public_Transparency_Report_New%20York%20City%20Employees%20Retirement%20System_2020.pdf
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Issued ESG Social Bonds 
➢ $160M Offe ring in  Jan 2023
➢ Attracted ESG Investors:

$88 million
➢ Risk Mitigation: backed  by

Sa les Tax Revenues
➢ Yields

Tax-exempt : 2.56-3.86% 
(2026-2044)
Taxable bonds : 4.4-5.29% 
(2026-2041)2

Sustainability Focus 
➢ Pri Signa tory: AUM $8.8B FI 

Treasury Asse ts (city funds)
➢ 2035: 100% Renewable  

Energy 
➢ 2040: 62% lower ca rbons 

em issions
➢ Internally Managed funds
➢ MSCI ESG ra tings 

$ 173M

Climate Bond Investments1

INVESTMENT POLICIES FROM MUNICIPALITIES NATIONWIDE

Chicago City, IllinoisPopulation – 2.7M (2022)
Annual Budget - $16.7 billion ( 2023) 3

https://stpublic.blob.core.windows.net/pri-ra/2020/Investor/Public-TR/(Merged)_Public_Transparency_Report_City%20of%20Chicago%20(City%20Treasurer's%20Office)_2020.pdf


INVESTMENT POLICIES FROM MUNICIPALITIES NATIO

Community focus
Climate Change; Community 

Wellbeing; Human Rights; 
Good Corporate Culture 2

Investment Objective
Safety, Liquidity, Return and

Sustainability 3

ESG Initiatives
❖ Invest $200M of city

funds in  2020
❖ Sustainalytics ESG 

ra tings4
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“Seek and “Avoid” Investment Criteria

Seek Companies innovating 
products for earth  renewal, 
susta inable  transport

Avoid Companies earning revenues
>50% in fossil fue l production , nuclear
power plan t opera tions
> 30% in m ilita ry weapons system s2

Ongoing active engagement to focus on ESG Pension Fund Investment5

Boston, MAPopulation – 650K (2022)
Annual Budget - $4.28B (FY24)1



INVESTMENT POLICIES FROM MUNICIPALITIES NATIO
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San Diego, CA

● ESG policy prohibits investm ents in  
coal, petroleum, or natural gas 
production

● Supports investm ents in  en titie s tha t 
p rioritize  climate change, labor 
fairness and equality (1,2)

● ESG investm ent a lloca ted  in  
‘Opportunity fund’ – 3% allocation

Berkeley, CA

● Investm ent policie s com ply with  Nuclear 
free  Berke ley act

● Pre fe r US Agency securitie s with  higher 
yields and socially preferable uses

● Avoid Treasury securities due  to  the ir 
associa tion  with  nuclear weapons

● Financia l institu tions should  d isclose  the  
pe rcen tage  of asse ts invested  in  nuclear 
weapon  agen ts (6)

Population – 1.38 M (2022)
Annual Budget - 5.12 B (FY2024 proposed)

Population – 118 K (2022)
Annual Budget - $733 MM (FY2023 & 2024)



02.2
Investment 
Options 

21
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Active versus Passive Investing: 

Active: (Funds, actively picking investments stocks to beat the market)                                                      
→ High  Risk, h igh  cost fees, can  lead  to  poten tia l b ig loss of asse t.

Passive: (Tracking existing ESG indexes)
→ Less risky, liqu id ity lim ita tions…

S&P 500 ESG Index, Nasdaq-100 ESG Index, MSCI KLD 400 Social 
Index, MSCI USA Extended ESG Focus Index, FTSE US All Cap 
Choice Index.

ANALYSIS:



7 best performing ESG FUNDS
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7 best performing equity mutual  FU

ANALYSIS, cont…
ESG funds are outperforming equity mutual fund (as of july-2023)!
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Green Bonds: Finance environmental, water, or clean energy projects: Funding for Green Projects

ANALYSIS, cont…

Green bonds (GBs) key features:

- Municipal bonds with proceeds for environmental/clean energy projects.

- Exempt the shareholder from gross income for tax purposes.

- Guidelines under ICMA’s Green Bond Principles

- May meet rigid CBI standards requiring third -party verification.

Access to GB in the USA: Trading Platform:  
https://www.marketaxess.com/

Green bonds (GBs) similar to CD’s baring low risk:

- Funded and backed by banks or local governments: The issuer.

- Bare low risk similar risk to bank CD’s

- EX: Nov /21 Fifth Third bank Issues Inaugural $500 Million Green Bond

Green Bonds (GBs): good way to invest in ESG with low risk 



There is interest in Green Bonds in Global Markets
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- Green Bond issued, in 2007 
by the European Investment 
Bank, initially.

- Green bonds market has 
grown substantially YOY.

- Green bond issuance now 
exceeding $US500B.

ANALYSIS, cont…

Source: Refinitiv Eikon, J.P. Morgan Asset Management

Interest in Green sustainable & Social Bonds is on the rise



CDs from ESG-friendly banks: good path to ESG investing
Evaluation through ESG rating guidelines
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- Bank CDs available via brokerages i.e (MBS): https://mbssecurities.com/

MBS is a fixed income security broker:
- One account different banks
- Expand FDIC protection
- Low risk, secure investment mean.

ANALYSIS, cont…

- Fidelity.com



CDs from ESG-friendly banks are available:
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Clean Energy Credit Union:
https://www.cleanenergycu.org/personal/certificates/

ANALYSIS, cont…



02.3
ESG Ratings
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ESG RATINGS

Adopt at least one ESG Ratings tool as a support

ESG Ratings can help check and expand decision criteria!
● Sim ila r concept to  Cred it Ratings
● Why use it? Bette r knowledge  on  stocks on  funds ESG perform ance

○ Issue: early stage  and  h igh  d ive rgence /subjectivity

● Recommended Options:
○ MSCI ESG (#1) , Susta ina lytics (by Moody’s), FTSE Russe ll ESG (by Refin itiv)

■ Diffe rence  on ly on  collected  da ta  and  m etrics used
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ESG RATINGS - TRUIST FINANCIAL (TFC)

Top section 
summary: MSCI 
ESG Report 
(using Fidelity)
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ESG RATINGS - SANDY SPRING (SASR)

Top section summary: 
MSCI ESG Report (using 
Fidelity) 31



ESG RATINGS - TRUIST FINANCIAL (TFC)

One of the tabs for 
ESG data from 
Refinitiv (using 
Eikon) 32



ESG RATINGS - SANDY SPRING (SASR)

One of the tabs for 
ESG data from 
Refinitiv (using Eikon)
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02.4
Bank Options
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SUSTAINABLE BANKING - Potential Banks

35

Branch 
Proximity 

Combined Credit Risk
(Refinitiv, 100=Best)

Potential Investment 
in Nuclear Weapons 

Found on ‘Don’t Bank 
on the Bomb’[1] List

ESG Rating 
(Refinitiv)

Truist (TFC) < 2mi 12 (BB-)
(S&P: A-, Moody’s: A3)

Yes Yes 63

Sandy Spring (SASR) < 2mi 19 (BB)
(S&P: -, Moody’s: -)

Yes No 52

SECU < 3mi ? No No ?

Citizens Bank (CFG) < 2mi 13 (BB-)
(S&P: BBB+, Moody’s: Baa1)

Yes Yes 67

Capital One (COF) < 2mi 12 (BB-)
(S&P: BBB, Moody’s: -)

Yes Yes 70

M&T Bank (MTB) < 2mi 32 (BBB-)
(S&P: BBB+, Moody’s: Baa1)

Yes Yes 71

Eagle Bank (EGBN) < 2mi 14 (BB-)
(S&P: -, Moody’s: -)

No No 44

Citi Group (C) < 2mi 25 (BBB-)
(S&P: BBB+, Moody’s: A3)

Yes Yes 87

https://airtable.com/shrr5H6SRhuuvr8GI/tbl4s4Vlx0A4GCd6w?backgroundColor=green&layout=card&viewControls=on


02.5
Risks
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Risks and Pitfalls

“Woke Capitalism”

Critics have argued that 
ESG prioritizes social & 

environmental goals over 
financial performance

Increased Costs

ESG prioritization can lead 
to increased business 

costs, potentially 
contributing to job loss and 

economic slowdown

Financial Performance

Lack of consensus 
regarding ESG providing 
a safer and greater ROI  

37



Politically motivated
ESG prioritizes liberal politics 
over financial performance

Artificial results Lack of standardization

There is no universally 
accepted definition or 
specific criteria for ESG

ESG “washing”

Additional Issues

Some companies 
“greenwash” their credentials 
to attract ESG investors

ESG investing can be 
seen as a form of 

artificial influence over 
the free market

38



Risk Mitigation

Screening & Exclusion

Exclude investment 
from companies 
involved in controversial 
industries

Active ownership

Engage with companies 
through shareholder 
advocacy 

Utilize ESG scores

Utilize ESG rating 
agencies to score and 

assess performance

Transparent Reporting

Invest only where 
transparent and 

comprehensive ESG 
reporting is available

39
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Recommendations
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1)     Add “Impact ” (I) to the SLY (Safety, Liquidity, Yield)
○ SLYI (with I, we should strive not to sacrifice SLY)

MAIN RECOMMENDATIONS

Liquidity

Safety (Risk)Yield (Returns) Impact (ESG)

41

ESG won’t likely improve performance , but it can improve “responsibility” with 
little to zero negative impact on performance.



2)     Add “Negative Screening ” decision criteria:
● Not involved in guns, fossil fuels or tobacco
● No banks lending to companies that produce or supply atomic 

weapons (hard to know % as it’s not transparently disclosed)
* Exclude nuclear energy usage criteria (challenging to track/avoid)

3)     Adopt Passive Investment
● High human cost for active investment; limited investment + budget
● Issue: Challenging to find an option (e.g. ETFs or bonds) that passes all 

the criteria, plus fund is constrained to invest in CDs only
● Invest in CDs by buying it from broker (MBS currently)

● It can choose banks that pass minimum criteria
● Use ESG ratings for assistance

MAIN RECOMMENDATIONS

42



4)     Adopt at least one ESG Rating
● Support tool for screening and decision making

5)     Takoma Park has little to gain by having an RFP for a new bank.
● Potential better benefits and options (limited)
● It is hard to find a better “ESG” substitute for Truist

MAIN RECOMMENDATIONS
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04
Any Questions?
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Thank you!
]]
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