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Background

 As Financial Advisor to the City of Hampton (the “City”), Davenport & Company LLC (“Davenport”) 
routinely assists the City each spring as it updates its Operating Budget and 5-year Capital 
Improvement Plan (“CIP”).

 For the upcoming FY 2021, the City is planning approximately $50 Million of bond-funded CIP needs.

– Approximately $36.5 Million of these needs are General Fund and School related improvements.

– Approximately $12.5 Million of these needs are Storm Water related improvements.

 The $12.5 Million of Storm Water related improvements are budgeted to be repaid from dedicated 
Storm Water revenues.

 Over the past 12 months, City staff has been working with the Chesapeake Bay Foundation and 
Quantified Ventures to be one of the first cities in the Hampton Roads area, if not Virginia, to use 
Environmental Impact Bonds (“EIB”) to meet fund the City’s Storm Water related improvements.
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What is an Environmental Impact Bond?  

 An Environmental Impact Bond (“EIB”) is an innovative financing tool that funds Green Infrastructure 
that promotes sustainability and enhances accountability for the local government.

 Over the past 12 months, City staff has been working with the Chesapeake Bay Foundation and 
Quantified Ventures to develop the technical specifications, outcomes and measurement 
parameters for the planned Storm Water Project that is designed to enhance the City’s sustainability 
and livability.

 Goals/Benefits of using an EIB for the Storm Water Project:

– Incorporates  outcome measurements for the City’s Green Infrastructure with the goal of 
improving accountability;

– Provides data collection for future decision making;

– Enhances livability and economic development for the benefit of the City’s residents;

– Incorporates the City’s commitment to fiscal prudence; and

– Positions the City to access potential investor community that has dedicated funds to invest in 
“Green” projects.
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Planned Funding Approach for EIB

 The City’s initial EIB is expected to incorporate what is known as a “Disclosure-only” approach.  It is 
designed to attract environmentally conscientious investors through disclosure of outcome 
measurements, while enhancing accountability for the City.

 Due to the unique nature of the EIB, Davenport recommends that the City move forward with the EIB 
funding in late summer/early fall as a separate financing from the City’s general G.O. Bond issue.

 The EIB is expected to be sold as a Negotiated General Obligation Bond that takes advantage of the 
City’s very strong “Aa1/AA+/AA+” credit ratings and the current market environment.

 Interest rates are at or near 60-year historic lows.

– In October 2019, the City issued 20-year General Obligation bonds at an approximate all-in cost of 
2.38%.

– Today, the expected cost of the EIB is in this general interest rate level.
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Interest Rate Trends
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Source: The Bond Buyer; The 20-Bond GO Index is comprised of bonds 
maturing in 20yrs and rated Aa2/AA by Moody's and S&P.

 As of June 25, 2020, the 20-Bond GO Index 
was 2.21%.

 This level is near 60-year historic low of 2.16% 
on June 4, 2020.
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Timetable of Events

Month Activity

June
 Initial Outcome Estimates undertaken: City, Quantified Ventures (QV) 

and Chesapeake Bay Foundation (CBF) define expected average 
outcomes for the Storm Water Project.

July

 Outcome Probability Ranges developed: City, QV and CBF define full 
range of expected outcomes for the Storm Water Project.

 City/Davenport undertakes RFP process for Bond Underwriters for the 
EIB.

August

 Final Technical Memo completed: documentation of Project design and 
outcomes.

 Underwriter selected.

 Begin work on Bond Disclosure Documents.

Balance of Fall
(Sept – Nov)

 Complete Disclosure Documents and Rating Agency Presentation for 
EIB issuance.

 City Council adopts authorizing Bond Resolution.

 Obtain Bond Ratings for EIB.

 Sell EIB, close and fund.



The U.S. Securities and Exchange Commission (the “SEC”) has clarified that a broker, dealer or municipal securities dealer engaging in municipal advisory activities outside the scope of underwriting
a particular issuance of municipal securities should be subject to municipal advisor registration. Davenport & Company LLC (“Davenport”) has registered as a municipal advisor with the SEC. As a
registered municipal advisor Davenport may provide advice to a municipal entity or obligated person. An obligated person is an entity other than a municipal entity, such as a not for profit
corporation, that has commenced an application or negotiation with an entity to issue municipal securities on its behalf and for which it will provide support. If and when an issuer engages
Davenport to provide financial advisory or consultant services with respect to the issuance of municipal securities, Davenport is obligated to evidence such a financial advisory relationship with a
written agreement.

When acting as a registered municipal advisor Davenport is a fiduciary required by federal law to act in the best interest of a municipal entity without regard to its own financial or other interests.
Davenport is not a fiduciary when it acts as a registered investment advisor, when advising an obligated person, or when acting as an underwriter, though it is required to deal fairly with such
persons,

This material was prepared by public finance, or other non-research personnel of Davenport. This material was not produced by a research analyst, although it may refer to a Davenport research
analyst or research report. Unless otherwise indicated, these views (if any) are the author’s and may differ from those of the Davenport fixed income or research department or others in the firm.
Davenport may perform or seek to perform financial advisory services for the issuers of the securities and instruments mentioned herein.

This material has been prepared for information purposes only and is not a solicitation of any offer to buy or sell any security/instrument or to participate in any trading strategy. Any such offer
would be made only after a prospective participant had completed its own independent investigation of the securities, instruments or transactions and received all information it required to make its
own investment decision, including, where applicable, a review of any offering circular or memorandum describing such security or instrument. That information would contain material information
not contained herein and to which prospective participants are referred. This material is based on public information as of the specified date, and may be stale thereafter. We have no obligation to
tell you when information herein may change. We make no representation or warranty with respect to the completeness of this material. Davenport has no obligation to continue to publish
information on the securities/instruments mentioned herein. Recipients are required to comply with any legal or contractual restrictions on their purchase, holding, sale, exercise of rights or
performance of obligations under any securities/instruments transaction.

The securities/instruments discussed in this material may not be suitable for all investors or issuers. Recipients should seek independent financial advice prior to making any investment decision
based on this material. This material does not provide individually tailored investment advice or offer tax, regulatory, accounting or legal advice. Prior to entering into any proposed transaction,
recipients should determine, in consultation with their own investment, legal, tax, regulatory and accounting advisors, the economic risks and merits, as well as the legal, tax, regulatory and
accounting characteristics and consequences, of the transaction. You should consider this material as only a single factor in making an investment decision.

The value of and income from investments and the cost of borrowing may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments
prices, market indexes, operational or financial conditions or companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instruments
transactions. Past performance is not necessarily a guide to future performance and estimates of future performance are based on assumptions that may not be realized. Actual events may differ
from those assumed and changes to any assumptions may have a material impact on any projections or estimates. Other events not taken into account may occur and may significantly affect the
projections or estimates. Certain assumptions may have been made for modeling purposes or to simplify the presentation and/or calculation of any projections or estimates, and Davenport does
not represent that any such assumptions will reflect actual future events. Accordingly, there can be no assurance that estimated returns or projections will be realized or that actual returns or
performance results will not materially differ from those estimated herein. This material may not be sold or redistributed without the prior written consent of Davenport.
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