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Accounting Division, MS 10
Post Office Box 15275
Sacramento, CA 95851-0275
(916) 414-4307

October 4, 2024

Climate Bonds Standard Secretariat
Climate Bonds Initiative

72 Muswell Hill Place

London, N10 3RR

United Kingdom

Re: Update Report for the Certified Climate Debt Instruments: California Infrastructure and
Economic Development Bank Lease Revenue Bonds (California State Teachers' Retirement
System Headquarters Expansion), Series 2019 (Green Bonds - Climate Bond Certified) and
California Infrastructure and Economic Development Bank Lease Revenue Bonds (California State
Teachers' Retirement System Headquarters Expansion), Series 2022 (Green Bonds - Climate
Bond Certified)

Dear CBI,

This statement and the attached update report are provided in accordance with the requirements
of Paragraph 8 of the Climate Bonds Standard (Version 3.0).

We confirm that, to the best of our knowledge, the information provided in the attached Update
Report is correct and that the above debt instruments remain in conformance with the Climate
Bonds Standard.

I confirm that | am an officer of California State Teachers’ Retirement System, and | am
authorized to sign this statement.

Signed on behalf of California State Teachers’ Retirement System by: ... 54464 : &/Wa%
(Signature)

Name: Julie Underwood
Title:  Chief Financial Officer
Date: October 04, 2024

Our Mission: Securing the Financial Future and Sustaining the Trust of California’s Educators
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Update Report

In December 2019, the California State Teachers’ Retirement System (CalSTRS) issued $340.6
million ($272.6 million par and $68.0 million original issue premium) in tax-exempt lease-revenue
green bonds through a conduit issuer, the California Infrastructure and Economic Development
Bank (IBank). These bonds were officially titled “California Infrastructure and Economic
Development Bank Lease Revenue Bonds (California State Teachers' Retirement System
Headquarters Expansion), Series 2019 (Green Bonds - Climate Bond Certified)”.

In December 2022, CalSTRS issued $16.2 million ($15.6 million par and $0.6 million original
issue premium) in tax-exempt lease-revenue green bonds also through the IBank. These bonds
were officially titled “California Infrastructure and Economic Development Bank Lease Revenue
Bonds (California State Teachers' Retirement System Headquarters Expansion), Series 2022
(Green Bonds - Climate Bond Certified)”.

The proceeds from the sale of the Series 2019 and Series 2022 Bonds were used to construct,
furnish, and equip the expansion to the existing headquarters of CalSTRS and pay costs of
issuance of the Bonds. Additionally, proceeds from the Series 2019 Bonds were used to pay
capitalized interest through February 2023. This report is prepared pursuant to Paragraph 8 of
the Climate Bonds Standard (Version 3.0),

Issuer:

California Infrastructure and Economic Development Bank
(IBANK)

Certified Debt Instrument(s)
covered by this Update
Report:

California Infrastructure and Economic Development Bank
Lease Revenue Bonds (California State Teachers' Retirement
System Headquarters Expansion), Series 2019 (Green Bonds -
Climate Bond Certified)

California Infrastructure and Economic Development Bank
Lease Revenue Bonds (California State Teachers' Retirement
System Headquarters Expansion), Series 2022 (Green Bonds -
Climate Bond Certified)

Period covered by this
Update Report:

July 1, 2023, to June 30, 2024

Estimated value of
nominated assets

$288.245 million PAR value
$282.570 million Net value as of June 30, 2024

Amount outstanding at end
of reporting period:

Fully allocated

Green Bond Framework
available here:

Attached with this report.

Verifier Reports available
here:

https://www.calstrs.com/calstrs-series-2019-and-2022-bonds-
investor-information

Update Reports available
here:

https://www.calstrs.com/calstrs-series-2019-and-2022-bonds-
investor-information

Changes since the last
Update Report:

The project was successfully completed and CalSTRS has
occupied the headquarters expansion at 200 Waterfront Place,
West Sacramento, CA 95605.



https://www.calstrs.com/calstrs-series-2019-and-2022-bonds-investor-information
https://www.calstrs.com/calstrs-series-2019-and-2022-bonds-investor-information
https://www.calstrs.com/calstrs-series-2019-and-2022-bonds-investor-information
https://www.calstrs.com/calstrs-series-2019-and-2022-bonds-investor-information
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APPENDIX
List of Eligible Sector Eligibility and Impact Location Value Allocation of Net
Projects & Indicators Proceeds
Assets or
Groups of
projects/assets
The project is still expected to
receive multiple external
green building certifications.
CalSTRS Low Carbon | e Initial documentation for 200 $288.245 $288.245 million
Headquarters Buildings LEED review has been Waterfront million allocated to the
Expansion (commercial) | submitted. It is anticipated Pl, West Headquarters
Project that the project will receive a Sacramento, Expansion project.

LEED Platinum certification. CA 95605
* The WELL Gold certification
from the International WELL
Being Institute is also
anticipated and demonstrates
the project’'s commitment to
employee health and
wellness. Concepts addressed
in the WELL certification
include air, water,
nourishment, light, movement,
thermal comfort, sound,
materials, mind, and
community.

* We're on track to achieve
Materials, Equity, and Beauty
petal certification from the
International Living Future
Institute (ILFI)’s Living Building
challenge and it is progressing
as anticipated. Over 3,000
building materials have been
researched to date.

There have been no changes
to the building design which
would affect the eligibility of
the project under the Climate
Bond Standard Low Carbon
Building Criteria.




CALIFORNIA STATE TEACHERS’ RETIREMENT SYSTEM

GREEN BOND FRAMEWORK

Py
g L

Bond: California Infrastructure and Economic Development Bank Lease Revenue Bonds
(California State Teachers' Retirement System Headquarters Expansion), Series
2019 (Green Bonds) — “Series 2019 Green Bonds”

e CALSIRS

August 2019 HOW WILL YOU SPEND YOUR FUTURE?





CONTENTS

1Y oo 1 U ST PP PP UOTPPTI 2
T ageTe [V AT ] o HUUT PP U RO PPTTOUPRTI 2
The BONA-FINANCEA PrOJECE....ciiiiiiiiecciiiee ettt ettt e et e e et e e e ettt e e e easaeeeensaeeeessaesesnsseeesnnsaneenan 3
AliIgNMENT t0 GrEEN STANUAIS ....eiiiiiiiee et er e e e et e e e s ebte e e s ebteeeeebaeeeesbtseeesastaeeesassanasanes 5
L. USE OF PrOCEEMAS ....eeiiieiie ettt ettt ettt ettt e b e e sab e e bt e e sabeesabeeesabeesabeesbaeesareenane 5
2. Process for Project Evaluation and SElection .........ccceiveiiiiiiiiie i 6
T \V - T F=Yed Y g U= oY o]l ad o Yol Y =T LSRR 7
N (=T oo o o - S P PTPTPPRE 7
ABOUT

The California State Teachers’ Retirement System, also known as CalSTRS, is a component unit of the State
of California that provides retirement, disability and survivor benefits to over 949,000 public school
educators from pre-kindergarten through community college and certain other employees of the public
school system and their beneficiaries across California. Serving public school educators for over 100 years,
CalSTRS is the second largest pension fund in the United States and the largest educator-only pension
fund in the world. The market value of the CalSTRS Investment Portfolio was approximately $236.9 billion
as of June 30, 2019 (Unaudited).

Sustainability is central to CalSTRS’ culture. Our sustainability program encompasses resource
conservation in the workplace and supply chain, employee engagement, and responsible investment
practices. We produce an annual Sustainability Report documenting these sustainability efforts and
performance, and publish a Green Initiative Task Force Report that highlights CalSTRS’ environmental-
themed investments and environmental risk-management efforts.

CalSTRS’ vision is to advance sustainability practices that promote long-term value creation, responsible
investment strategies, stewardship of our natural resources and engagement with our stakeholder
community. Additionally, we developed “guiding beliefs” to shape the organization’s environmental,
social and governance actions and interactions with our stakeholders. This includes a guiding belief to
consider the global impact of our business practices in the use of natural resources within our facilities
and through the procurement of goods and services.

CalSTRS’ green bonds will be the natural extension of these goals and the proceeds of its green bonds will
be used with these principles in mind.

INTRODUCTION

“Green bonds” is a term used to denote bond issues, the proceeds of which are expected to be used on
projects that reduce greenhouse gas emissions, mitigate or adapt to climate change, or provide other
environmental benefits. The International Capital Market Association (ICMA) publishes Green Bond
Principles, voluntary process guidelines that recommend transparency and disclosure and promote
integrity in the development of the Green Bond market by clarifying the approach for issuance of a Green
Bond. To further support and strengthen the green bond market, the London-based Climate Bonds
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Initiative (CBI) provides a green bond certification program requiring third-party verification. CBI’s
Standard Board develops standards to increase transparency in this market and to create more stringent
criteria for issuances labeled as “Green Bonds.” Not all green bonds meet the CBI criteria.

This Green Bond Framework (Framework) sets out how CalSTRS proposes to use, manage and report on
the proceeds of the Series 2019 Green Bond in a manner consistent with its environmental sustainability
objectives. The Framework is also designed to ensure the transparency investors need to make an
informed green bond investment. Aligned with ICMA’s Green Bond Principles and CBI’s Climate Bonds
Standard, the Framework is presented using the four core components:

1. Use of Proceeds
Internal controls for how proceeds of the bond will be used including, if applicable, exclusion
criteria or any other process applied to identify and manage potentially material environmental
and social risks associated with the projects.

2. Process for Project Evaluation and Selection
Internal process for determining eligible projects

3. Management of Proceeds
Allocation of funds upon closing and investment policy

4. Reporting
Plan for informing investors on use of proceeds and evaluation impact metrics

CalSTRS’ green bond issuance helps support the development of a green bonds capital marketplace in
California, where investors who share in valuing sustainability can reward such efforts with their
investment.

THE BOND-FINANCED PROJECT

CalSTRS recognizes building operations as major contributors to, and major potential reducers of,
greenhouse gas (GHG) emissions. Energy efficiency upgrades and reducing subsequent energy and
resource use in buildings provide some of the highest measurable GHG emission reduction among all
actions described in CalSTRS’ Sustainability Report. CalSTRS’ first green bond offering is the California
Infrastructure and Economic Development Bank Lease Revenue Bonds (California State Teachers'
Retirement System Headquarters Expansion), Series 2019 (Green Bonds), herein referred to as the “Series
2019 Green Bonds.” The Series 2019 Green Bonds will finance the CalSTRS’ Headquarters Expansion (HQE)
Project.

CalSTRS headquarters, located in the City of West Sacramento, California, symbolizes CalSTRS’ promise to
sustainability. The building, standing at 290 feet tall and 409,000-square-feet, has maintained its LEED
Platinum certification since 2011. LEED, or Leadership in Energy and Environmental Design, is the most
widely used green building rating system in the world and Platinum is the highest LEED rating level a
project can achieve. CalSTRS headquarters is surrounded by native and adaptive landscaping, and diverts
more than 95 percent of its waste from the landfill each month.

With the HQE Project, CalSTRS proposes to implement a multi-benefit project that will expand CalSTRS’
headquarters to include a new, state-of-the-art green building to provide a healthy working environment
for over 1,200 employees. The Series 2019 Green Bonds will finance the approximately 510,000-square-
foot structure, which includes five levels of office space (260,000 square feet) atop five levels of parking
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(450 additional spaces). The project includes a lobby, childcare center, café, general purpose rooms for
use by employees and the public, electric vehicle parking and a pedestrian skybridge connecting the new
building to the existing CalSTRS’ headquarters. The project also includes onsite renewable energy, which
will provide more efficient mechanical, electrical and plumbing systems while minimizing maintenance
and operational costs for the building.

The HQE Project will be located on a 1.1 acre parcel adjacent to the existing CalSTRS’ headquarters
building. CalSTRS has done extensive planning to research micro- and regional climates, regional materials
and resources, and operational performance to ensure campus infrastructure meets certification goals
for exceptionally high performing buildings. With CalSTRS’ vision and guiding beliefs in mind, the HQE
Project is designed to support green building practices, including green technologies, sustainable
construction, energy conservation and whole-building integrated energy efficiency measures in addition
to employee wellness goals. The following environmental standards were applied to the design of the
project:
= Leadership in Energy and Environmental Design (LEED) standards issued by the U.S. Green
Building Council,
=  WELL Building Standard version 2 (WELL) established by the International WELL Building Institute,
and
= Living Building Challenge Petal Certification (LBC) issued by the International Living Future
Institute.

CalSTRS anticipates the new building will achieve LEED Platinum, WELL Gold; and LBC Materials, Beauty
and Place Petals certifications.

By incorporating new technologies, reducing environmental impacts and generating as much renewable
energy on-site as is feasible, CalSTRS seeks to operate a zero net energy (ZNE) building. The building is
designed to consume no more energy than is produced or sourced from a clean renewable resource over
the course of a year.

The Series 2019 Green Bonds will finance approximately $350 million in new construction, capitalized
interest and financing costs, as shown below.

Table 1. Summary of financing uses

2019 Project Component Cost

Hard Costs (Includes Contingency) $ 255 million
Soft Costs (Includes Contingency) S 45 million
Capitalized Interest S 47 million
Financing Costs S 3 million
Total $350 million*

* The totals listed above for each cost are subject to change until the Guaranteed Maximum Price is finalized and the bonds are
sold. However, the total amount financed shall not exceed $350 million.

Hard costs include site work, construction of core and shell, tenant improvements and general conditions
and liability insurance. Soft costs include architect and engineering fees, pre-development consultant
fees, development management fees, test, inspection and permit fees, technology equipment, furniture,
fixture and equipment costs and moving expenses.

CalSTRS has entered into an agreement with DPR Construction (the “Construction Contractor”) for the
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construction of the Project. The Construction Contractor has significant experience in the construction of
large-scale projects, including office buildings, hospitals and medical facilities, hotels and manufacturing
facilities. CalSTRS has retained the services of Ridge Capital, Inc. (the “Construction Monitor”) to provide
oversight services for Project design, local and State jurisdictional approvals, and the construction process.
A Construction Monitor will verify work progress and quality, resolve issues, and monitor the construction
budget. In addition, CalSTRS has established an internal Project Governance Plan to guide the decision-
making and reporting for the Project.

ALIGNMENT TO GREEN STANDARDS

1. Use of Proceeds
Internal controls for how proceeds of the bond will be used including, if applicable, exclusion criteria
or any other process applied to identify and manage potentially material environmental and social
risks associated with the projects.

The Series 2019 Green Bonds will be used to finance the Headquarters Expansion (HQE) Project
exclusively. The HQE Project is an eligible green project as defined by the Green Bond Principles
(Green Buildings) and the Climate Bonds Initiative Standard and Certification Scheme (Low Carbon
Buildings). The CBI Taxonomy indicates “Low-Carbon Buildings” are compatible with the CBI Standard,
including new commercial buildings and efficiency upgrades that reduce carbon outputs on existing
buildings. These are the key activities which CalSTRS is addressing with the upcoming bond issuance.
As such, CalSTRS is seeking certification under the robust CBI Standards for the Series 2019 Green
Bonds.

The innovative HQE Project aligns with ICMA’s Green Bond Principles and CBI’s Climate Bonds
Standard.

GREEN CATEGORY ELIGIBILITY CRITERIA ‘
Climate Bonds Standard: Proceeds may be allocated toward the financing or refinancing of
Low-Carbon Buildings construction, operation, design and management, or upgrade of low-carbon
2 wraney [T buildings infrastructure, including the improvements to its facilities that are
Climate Bonds ﬁ- ancillary to such activities.
Green Bond Principles: Green buildings which meet regional, national or internationally recognized
Green Buildings standards or certifications.

The
‘\\\ M Green Bond
\ Principles

In a related area, and recognized by CalSTRS, the 2030 Agenda for Sustainable Development adopted
by all United Nations Member States in 2015 provides a shared “blueprint to achieve a better and
more sustainable future for all.” The United Nations’ Agenda describes 17 Sustainable Development
Goals (SDGs) to achieve by the year 2030. CalSTRS’ operations, including the Series 2019 Green Bonds,
align with two of the SDGs:

RELATED SDGs ELIGIBILITY CRITERIA

United Nations Sustainable SDG 9: Industry, Innovation and Infrastructure, which includes targets to
Development Goals upgrade infrastructure and retrofit industries to make them sustainable, with
@usTanmele AL S increased resource-use efficiency and greater adoption of clean and

environmentally sound technologies and industrial processes.
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SDG 12: Responsible Production and Consumption, which includes targets to
encourage companies, especially large and transnational companies, to adopt
sustainable practices and to integrate sustainability information into their
reporting cycle.

The HQE Project has not been nominated for other Certified Climate Bonds or other green bonds.

2. Process for Project Evaluation and Selection
Internal process for determining eligible projects

As an organization, CalSTRS is committed to advancing sustainability practices that promote long-term
value creation, responsible investment strategy, stewardship of natural resources and engagement
with its stakeholder community. CalSTRS considers the global impact of its business practices in the
use of natural resources within CalSTRS' facilities and through the procurement of goods and services.
These policies and practices are described in annual Sustainability Reports published by CalSTRS.

CalSTRS’ sustainability guiding beliefs are for the purpose of supporting the vision of reducing
environmental impacts. The project being financed by the upcoming Series 2019 Green Bonds meet
this vision and subsequent criteria. The Climate Bonds Taxonomy indicates that low-carbon buildings
that support a decarbonization trajectory of 2-degrees Celsius and/or in-line with a zero-carbon
building sector in 2050 are eligible project types. As the HQE Project is a Zero-Net-Energy commercial
building, it meets this standard. CalSTRS has engaged Kestrel Verifiers, a Climate Bonds Initiative
Approved Verifier, to provide an independent third-party verification that the bond meets the Climate
Bonds Standard.

CalSTRS uses a transparent decision-making process to select capital projects for financing. Capital
projects are identified and developed by the Facilities Planning and Development team, validated by
professional consultants, and approved by the Teachers’ Retirement Board. Projects are considered
by the Board at an open meeting, and properly noticed in accordance with the State’s Bagley-Keene
Open Meeting Act where members of the public are heard.

Project goals are identified based on organizational needs, financial constraints and core
organizational beliefs, including environmental sustainability.

In addition to meeting CalSTRS’ basic programmatic needs, project requirements must be met to
satisfy the following key values and objectives:

1. Support CalSTRS” mission to secure the financial future and sustain the trust of California’s
educators by completing the project within budgetary constraints with the purpose of
enhancing services to members and employers by recruiting and retaining highly skilled staff.

2. Enhance CalSTRS' status as an employer of choice by promoting collaboration, innovation and
employee well-being through design solutions and technology applications.

3. Emphasize campus integrity, flexibility and design continuity while supporting long-term,
optimal building performance.

4. Advance sustainability practices by designing a project that considers the global impact of our
business practices in the use of natural resources within our facilities, including an effort to
achieve a Zero Net Energy (ZNE) building as defined by the State of California, LEED-NC
certification for construction, and operations and maintenance at the Platinum level and
strategies and requirements set forth in the Living Building Challenge through the
International Living Future Institute.
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CalSTRS believes in transparency to both constituents and investors regarding the process for project
evaluation and selection. It is part of CalSTRS’ approval process to ensure that all its financed activities
comply with internal environmental and social directives. CalSTRS’ environmental and social policies
can be found in the annual Sustainability Report at:

https://www.calstrs.com/sustainability-reports

3. Management of Proceeds
Allocation of funds upon closing and investment policy
Series 2019 Green Bonds proceeds are required to be 100% allocated to the HQE Project. The
proceeds will be expended as needed at bond closing, based on the decisions made in accordance
with the process described above. Any major changes in the use of proceeds, while not likely, would
require a similar approval process.

Bond proceeds received will be held in trust by a trustee and shall be applied, used and withdrawn
only for the purposes authorized in Table 1 above. The trustee shall invest said proceeds in Permitted
Investments as defined by CalSTRS, with capital preservation as the priority. Eligible investments as
defined, are legal investments under the laws of the State and could include, but are not limited to:

1. Bonds or interest-bearing notes or obligations of the United States, or those for which the
faith and credit of the United States are pledged for the payment of principal and interest;

2. Bills of exchange or time drafts drawn on and accepted by a commercial bank otherwise
known as banker’s acceptances, which are eligible for purchase by the Federal Reserve
System;

3. Interest-bearing accounts in state or national banks or in state or federal savings and loan
associations having principal offices in the State, the deposits of which shall be secured at all
times and in the same manner as state moneys are by law required to be secured;

4. Deposits in the Pooled Money Investment Account of the State of California;
5. Repurchase agreements;

6. Investment agreements or other contractual arrangements with corporations, financial
institutions or national associations within the United States; and

7. Money market funds

4. Reporting
Plan for informing investors on use of proceeds and evaluation impact metrics
CalSTRS intends to make and keep readily available a CBI Post-Issuance Report one-year post-
issuance, to be renewed annually until full expenditure of the proceeds. CalSTRS intends to show the
progress of expenditures from the Series 2019 Green Bonds proceeds and report any changes in the
allocation of proceeds.

In addition, CalSTRS prepares an annual Sustainability Report that is prepared in accordance with the
Global Reporting Initiative Standards: Core option. The report includes various key metrics, including:
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= Energy savings through operational improvements, consumption of renewable energy, and
participation in demand response programs

=  Water savings by reducing the use of potable water and increasing the use of grey water,
rainwater harvesting and the incorporation of drought-tolerant landscaping

=  Comprehensive transportation management plan to reduce the amount of greenhouse gases
emitted by employee business travel and commuting

= Reduction in operational greenhouse gas emissions through the purchase of renewable
energy credits and onsite renewable energy production

= Environmentally Preferred Purchasing policy and procedures for staff and contract
procurement to reduce the impact of raw material sourcing and encourage the re-use of
materials and products

= Waste Diversion policy and procedures to consider the lifecycle of a product from the supply
chain, to consumer use and “end-of-life”

CalSTRS’ investment branch also prepares the Green Initiative Task Force Annual Report,
which highlights CalSTRS environmental-themed investments and environmental risk-management
efforts.

The most recent Sustainability Report and Green initiative Task Force Annual Report are posted on
the CalSTRS website.
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