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Executive Summary

This report provides an analysis of clean energy finance opportunities that will accelerate the
transition to a clean energy economyin North Carolina. Green Banks have been proven as an
effective engine for job creation by leveraging public resources to catalyze private investment,
which is particularly relevant in this time of high unemployment. These institutions have helped
states make progress on renewable portfolio standards and other greenhouse gas emission goals.
Green bank financing can also assist municipal, industrial, commercial, and agricultural facilities
transition to cleaner energy resources and lower operational costs. A North Carolina Green

Bank (or Clean Energy Fund) was one of the top recommendations coming out of three parallel
stakeholder processes in 2019: the NC Clean Energy Plan, the NC Energy Efficiency Roadmap,
and the Department of Transportation’s Zero Emission Vehicle (ZEV) Plan.

Green Banks are mission-driven finance entities designed to drive greater capital into clean
energy projects by addressing and alleviating financing barriers in their markets. They are not
deposit holding institutions, but rather they are specialized investment funds and go by many
names such as a Clean Energy Fund or a Clean Energy Jobs Fund. While the public model has
been successfully implemented in states where public capital is available and legislatures are
supportive of green initiatives, the conditions ideal for a public or quasi-public Green Bank are
not found in every state. Other Green Bank models have been tried and tested to overcome these
difficulties. In these cases, the Green Bank is often established as a nonprofit 501(c)(3) entity.
Given the budgetary and political landscape in North Carolina, the nonprofit approach seems the
most viable, near-term approach.

The purpose of this report will be to assess the feasibility of such an institution in North Carolina
through the evaluation of the current financing landscape, possible gaps in the market that
could be immediately addressed, and the possible institutional structures for a Green Bank.

In November 2019, the Coalition for Green Capital (CGC) and the Nicholas Institute (NI) met
with a diverse set of North Carolina stakeholder groups to discuss the perceived financing gaps
that might be preventing the state from realizing their full clean energy and energy efficiency
potential. From these conversations, it became clear that the most pressing mandate for a North
Carolina Green Bank would be to build a range of clean energy projects throughout the state,
including renewable power, building efficiency, grid infrastructure, industrial decarbonization,
clean transportation, reforestation, and climate-resilient infrastructure. While a Green Bank

in North Carolina would seek to address projects across these seven sectors, this report will lay
out specific near-term opportunities for the state, as identified through our discussions with
the aforementioned stakeholders. The report focuses on achievable, near-term wins, with an eye
towards identifying additional financing opportunities as the bank matures.

There are four key roles a Green Bank could play in the North Carolina energy market to increase
access to clean and efficient energy solutions: a connector in the market to provide technical
assistance, a risk mitigator by partnering with commercial lenders to expand access through
credit enhancements, a direct lender in order to expand the market to projects that otherwise
could not be financed, and a bundler for smaller projects.
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Table 1. Roles and Opportunities

Role North Carolina Opportunities

o Provide technical assistance to support electrification and energy efficiency on-bill
Connector tariff programs for electric cooperatives and municipal utilities

o  Support cities in developing energy efficiency and clean energy projects

. . o Encourage traditional lenders to grow their energy efficiency offerings
Risk Mitigator
o Expand the affordable housing programs offered by the NC Housing Finance Agency

o Offer dedicated energy efliciency lending in industrial, commercial, and agriculture
Direct Lender sectors

o Electrify transit and school bus fleets

o  Establish a heat pump water heater program
Bundler
o Offer standardized energy efficient residential equipment loans

Given the sizing of other dedicated financial institutions, it is estimated that a Green Bank

in North Carolina should aim for an amount of seed capital ranging from $100-150 million.
However, not all of this capital need arrive on the first day of Green Bank operations. For a lean
start-up organization, a typical commitment for operating capital would be around $1-3 million,
spread out over three years, as the Bank gets off the ground.

Table 2. Green Bank Pathways and Strategies for Creation

Pathway Level of Capitalization Method

Seed funding used to design and
implement at most one financial product
Bootstrap Model - $1-3 million which the Green Bank can use as proof
of concept to then start raising additional
capitalization funds in future years.

Capital used to stand up a Green Bank and
roll out one or two programs. As the Green

$10-50 million Bank grows, additional capital can be
added through foundations, government
action, or balance sheet borrowing.

Lean and Mean
Model

This level of capitalization would allow the

Green Bank to launch multiple financial

products in order to transition the state’s
Transformation energy economy to clean energy and

Model $100 million and more

recover from COVID-19 through job
creation, and safer, more reliable, more
resilient, and more equitable energy

sources.
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Green Banks lower the barriers not just for clean energy investment, but also for equitable access
to the benefits of clean energy. This market assessment provides a framework for North Carolina
to design a statewide Green Bank that will help build its clean energy economy and support
emission reduction efforts in an equitable and affordable way.

WHY NOW: THE NEED FOR A GREEN ECONOMIC RECOVERY

In a time of national crisis, we are fighting battles on more than one front: states are forced to
simultaneously address the COVID-19 health crisis, the ensuing economic recession, the climate
emergency, and issues of inequality and inequity pervasive across society and sectors. Citizens are
looking to the government for economic stimulus, job creation, climate mitigation and resilience,
and equity for marginalized communities. In North Carolina over one million individuals filed
for unemployment between March and July 2020 and continued unemployment filings has been
recorded at more than 600,000 claims.! While the federal government has spent $3.3 trillion
through stimulus spending, most of this has gone toward stopping job loss and not toward job
creation. In planning its economic recovery, North Carolina will need to create new jobs in a way
that faces not just one of these crises, but all of them.

A strong clean energy economy can keep existing jobs and create much needed new workforce
opportunities in North Carolina. As of October 2019, more than 300,000 North Carolinians
were employed in clean economy industries, including clean energy generation, energy efficiency,
and clean transportation jobs. A 2019 report from the state Department of Commerce outlined
opportunities for continued growth in the state’s clean economy workforce.? These include
five-year estimates of 27.9 percent growth in clean energy generation (solar, wind, etc.) jobs, an
increase of 25.6 percent in energy

efficiency jobs and 19.9 percent job Definition of a Green Bank

growth in clean transportation

industries. New sources of jobs Green Banks are not deposit holding institutions.

Green Banks are mission-driven finance entities

are needed across the country and designed to drive greater capital into clean energy
North Carolina is no exception: projects by addressing and alleviating financing
in April 2020, the unemployment barriers in their markets. The term “Green Bank”

is merely a description of the kind of role an

rate in the state topped 12 percent entity plays in the market. Green Banks apply

as the state reeled from job losses their specialized expertise in energy to undertake
associated with the COVID-19 transactions that private sector capital providers
epidemic, including the loss of are unlikely or unable to do on their own due to

perceived credit risk or project economics that

21,200 clean energy jobs or nearly are below a targeted rate of return. They focus on

19 percent of the clean energy scalable solutions, dedicating capital and staff time
workforce.? As the state looks to to demonstrate innovative financing structures that
recover, the clean energy economy can be replicated across multiple projects.

1. Federal Reserve Bank of St. Louis, 2020. https://fred.stlouisfed.org/seriessy NCCCLAIMS.

2. North Carolina Department of Commerce, “Clean Energy and Clean Transportation in NC: A Workforce Assessment,”
October 1, 2019. https://files.nc.gov/nccommerce/documents/Policymaker-Reports/Clean-Energy-Clean-Transportation-in-
NC-A-Workforce-Assessment-2019_asPublished_100119.pdf.

3. Clean Jobs North Carolina, E2 and NCSEA, August 2020. https://e2.org/reports/clean-jobs-north-carolina-2020/.

Nicholas Institute for Environmental Policy Solutions, Duke University | 5



is a viable pathway to putting people safely back to work while also addressing climate and equity
concerns.

Although there are many ways to fund a Green Bank, many of which are described in a 2018
Nicholas Institute brief,* the discussion of a Green Bank in North Carolina is particularly

timely in that a national Clean Energy and Sustainability Accelerator was recently added as an
amendment to a House Infrastructure package coming out of the House Committee on Energy
and Commerce. This amendment would create a national level Green Bank (or Accelerator) that
would funnel money into regional projects and support new and existing state Green Banks.
According to new polling data, seven out of 10 voters nationally support a nonpartisan nonprofit
fund that supports clean energy economic investment.© If a national fund or accelerator were to be
created, one of its mandates would be “supporting the creation of green banks within the United
States where green banks do not exist.”” Given the opportunities outlined in this report, North
Carolina would be a likely recipient of that federal capital.

NORTH CAROLINA OVERVIEW

Clean energy is a major driver of North Carolina’s economy. From 2007-2018, investment in
clean energy development in North Carolina increased from $49.5 million to $14.8 billion.® The
vast majority (88 percent) of this investment went to renewable energy (RE) projects—solar in
particular. North Carolina is now second only to California in installed solar capacity.’ The clean
energy economy has also been a boon to the tax base. State incentives alone enabled state and
local governments to realize additional tax revenue of $1.4 billion."

Despite the growth of clean energy in North Carolina, there is still significant work to be done
to fully capitalize on the clean and efficient energy opportunities and ensure that growth is
shared equitably across the state. While solar investment has grown rapidly, energy efficiency
(EE) comprises the largest percentage of clean energy jobs, employing over 88,000 workers in
the state."" EE is a particularly effective engine of long-term job creation, and new investment
structures can help unlock this potential while lowering customer bills and reducing energy
burdens.

4. Weiss, J., and K. Konschnik. 2018. “Beyond Financing: A Guide to Green Bank Design in the Southeast.” Nicholas Institute.
Durham, NC: Duke University. https://nicholasinstitute.duke.edu/publications/beyond-financing-guide-green-bank-design-
southeast.

5. National Climate Bank Act in the House: https://www.congress.gov/bill/116th-congress/house-bill/54162s=1&r=4; in

the Senate: https://www.congress.gov/bill/116th-congress/senate-bill/2057 ; and Amendment dated June 29, 2020: https://
amendments-rules.house.gov/amendments/DINGMI_087_xml%20REVISED%20V2629200938513851.pdf.

6. Clean Energy Polling Survey Results, 2020. https://coalitionforgreencapital.com/wp-content/uploads/2020/05/Coalition-for-
Green-Capital-Poll-Competititve-Swing-May-2020.pdf.

7. Amendment to Rules Committee Print 116-54 Offered by Mrs. Dingell of Michigan, Chapter 10 - Clean Energy and
Sustainability Accelerator, page 8. https://amendments-rules.house.gov/amendments/DINGMI_087_xml1%20REVISED %20
V2629200938513851.pdf.

8. RTI May 2019 update on NCSEA’s website: https://energync.org/wp-content/uploads/2019/05/NCSEA_Economic_Impact_
Analysis_of_Clean_Energy_Development_in_North_Carolina_2019.pdf.

9. Solar Energy Industries Association, Solar State by State, accessed July 8, 2020. https://www.seia.org/states-map.

10. RTI International. “Economic Impact Analysis of Clean Energy Development in North Carolina—2019 Update.” May 2019.
11. Clean Jobs North Carolina, E2 and NCSEA, August 2020. https://e2.org/reports/clean-jobs-north-carolina-2020/.
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Energy affordability is a primary concern for all North Carolina ratepayers. According to the

U.S. Census Bureau, approximately 1.4 million North Carolinians (14 percent of total population)
lived in poverty in 2018."> Despite relatively low electricity rates, energy bills in North Carolina
are higher than the national average, resulting in unmanageable burdens for the state’s most
vulnerable households.”> Over 288,000 households in North Carolina spend 35 percent or more of
their income on energy."* EE investments can help to reduce energy use, but EE alone might not
be enough to reduce the energy burden for these households. A full and targeted suite of solutions
that address both sides of the cost equation (energy price and energy usage) is needed to meet

the needs of energy burdened households. Increases in electricity rates also limit the ability of
commercial and industrial customers to expand their operations within the state, reducing the
prospect of additional jobs and economic growth.

Recognizing both the need and opportunity for new growth in these markets, state leaders have
set out ambitious plans for transforming the state’s clean energy economy. In October 2018,
North Carolina Governor Roy Cooper signed Executive Order 80 (EO80), setting the state on a
course to address climate change while expanding clean energy businesses and creating jobs. The
order commits North Carolina to achieve, by 2025

* Reductions in greenhouse gases (GHG) to 40 percent below 2005 levels;
* Growth in the number of registered zero-emission vehicles (ZEV) to at least 80,000; and

* Reductions in energy consumption in state-owned buildings by at least 40 percent from
fiscal year 2002-2003 levels.

One year later, through extensive research, analysis and stakeholder engagement, North
Carolina’s Department of Environmental Quality (NC DEQ) released the state’s Clean Energy
Plan (CEP), further detailing the state’s clean energy goals:'

* Reduce electric power sector greenhouse gas emissions by 70 percent below 2005 levels by
2030 and attain carbon neutrality by 2050;

* Foster long-term energy affordability and price stability for North Carolina’s residents and
businesses by modernizing regulatory and planning processes; and

* Accelerate clean energy innovation, development, and deployment to create economic
opportunities for both rural and urban areas of the state.

Through continued CEP stakeholder engagement, the Governor’s Office and NC DEQ are now
working to implement the CEP and achieve North Carolina’s clean energy potential. However,

12. U.S. Census Bureau, American Community Survey, 2018. https://www.census.gov/quickfacts/fact/table/NC.

13. According to the Energy Information Administration 2018 Average Monthly Bill analysis, North Carolina residential
electricity customers average 1,129 kWh per month with an average monthly bill of $125.17. The US average is 941 kWh per
month with an average monthly bill of $117.65.

14. Covergence. “Energy Poverty.” https://convergence.unc.edu/vulnerabilities/energy-poverty/.

15. North Carolina Executive Order 80, October 29, 2018. https:/files.nc.gov/nccommerce/documents/Policymaker-Reports/
Clean-Energy-Clean-Transportation-in-NC-A-Workforce-Assessment-2019_asPublished_100119.pdf.

16. North Carolina Department of Environmental Quality, “North Carolina Clean Energy Plan: Transitioning to a 21st Century
Electricity System.” https:/files.nc.gov/governor/documents/files/NC_Clean_Energy_Plan_OCT_2019_.pdf.
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business as usual will not get the state to where it needs or wants to be in terms of clean energy
deployment, equity, and economic development—new tools are needed. One increasingly popular
tool used to address stubborn barriers and catalyze growth in other markets is the Green Bank
model. States from Rhode Island to Hawaii have seen success at targeting and overcoming market
barriers through the use of a Green Bank.

A North Carolina Green Bank (or Clean Energy Fund) was one of the top recommendations
coming out of three parallel stakeholder processes in 2019: the NC Clean Energy Plan, the NC
Energy Efficiency Roadmap and the Department of Transportation’s Zero Emission Vehicle
(ZEV) Plan. Each process identified that a Green Bank that could catalyze investment in clean
energy, energy efficiency and clean transportation:

* NC Clean Energy Plan (Recommendation F-3): Develop a green energy bank or statewide
clean energy fund to catalyze the development and expansion of clean energy markets by
connecting private capital with clean energy projects.”

Funding gaps identified during the CEP stakeholder process included project funding in
clean energy, energy efficiency, electric vehicle infrastructure, and other measures that
reduce emissions, specifically in rural and poorer communities of the state that otherwise
lack access to necessary capital. The need for a statewide fund was also identified by the
CEP stakeholder breakout group focused on Equitable Access and Just Transition.

* NC Energy Efficiency Roadmap (Recommendation 18): Create a North Carolina-based
Clean Energy Fund."

The stakeholders identified a need to establish a clean energy fund to issue loans,

provide credit enhancements, and invest in projects to promote energy efficiency, energy
conservation, and a reduction in energy consumption to the benefit of North Carolina
businesses, congregations, nonprofits, and consumers. The fund could be used to fill gaps
in residential and commercial EE and clean energy lending in NC.

e NC ZEV Plan (Affordability Recommendations): Credit unions and commercial banks
provide low-interest financing for customers who purchase electric vehicles.

The emergence of a North Carolina Green Bank as a consistent theme in these processes reflects
the broad recognition that with the right financing mechanisms in place, the state has an
enormous opportunity for energy efficiency and renewable energy deployment. Using the tools
pioneered in other states, a mission-driven Green Bank would be well positioned to identify
and address stubborn market gaps that are left unaddressed by private sector actors alone. A
Green Bank could play a key role in driving the North Carolina energy economy by connecting
stakeholders to financing options and technical assistance, mitigating risk for private lenders

17. North Carolina Department of Environmental Quality, “North Carolina Clean Energy Plan: Transitioning to a 21st Century
Electricity System,” page 97. https://files.nc.gov/governor/documents/files/NC_Clean_Energy_Plan_OCT_2019_.pdf.

18. Nicholas Institute for Environmental Policy Solutions, Duke University, “North Carolina Energy Efficiency Roadmap,”

page 46. August 2019. https://nicholasinstitute.duke.edu/sites/default/files/publications/North-Carolina-Energy-Efficiency-
Roadmap-Final.pdf.
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through the use of credit enhancements, and offering direct loans in order to expand the market
to projects that otherwise could not be financed.

The economic crisis sparked by the COVID-19 epidemic gives additional urgency to finding
new ways to create good jobs for North Carolinians and meeting the climate change mitigation
goals set in the state. This market assessment aims to lay the structural groundwork for a Green
Bank in North Carolina that will leverage the state’s strengths and target the most promising
opportunities.

THE GREEN BANK MODEL FOR CLEAN ENERGY & ECONOMIC GROWTH

Designing the Green Bank

Given the highly localized nature of energy markets, Green Banks are often created as local
institutions. They are market-oriented, seeking to achieve returns on their investments, in

part to demonstrate to private investors that attractive returns are possible. While they are not
technically banks, they use various techniques to offer favorable terms to clean energy projects,
including loan guarantees, technical assistance, and lower-cost or longer-term loans.

Across the county, Green Banks have helped drive over $5 billion of investment into clean
energy projects (as shown in Figure 1, Investment Caused by US Green Banks'). Green Banks
have served as powerful tools to help states and cities achieve their sustainability goals and drive
greater investment into clean energy markets. For example, The Connecticut Green Bank has
used $250 million in public funding to drive over $1.6 billion in overall investment in the state’s
clean energy market.?” Michigan Saves, Michigan’s independent, nonprofit Green Bank, has used
$19 million in public and philanthropic funding to drive over $190 million of investment into the
state’s clean energy market.?

Out of the publicly profiled Green Bank Investment Projects, 34 percent have been community
solar projects, of which a majority is for low- to moderate-income communities. Green Banks
have served as a market expander across the nation to provide financial services to communities
and projects that otherwise would not have access, as illustrated in Figure 2.

19. American Green Bank Consortium Annual Report. https://staticl.squarespace.com/static/59bc05f0c534a543a9f96b0d/t/5ed
f91bd8285f063£6¢c13bbe/1591713732941/2020+Annual+Industry+Report+Final.pdf.

20. Connecticut Green Bank. Comprehensive Plan, 2019. https://ctgreenbank.com/wp-content/uploads/2019/07/
Comprehensive-Plan_FY-2020-and-Beyond_Final _071819.pdf.

21. Michigan Saves. 2018 Annual Report. https://michigansaves.org/michigan-saves-2018-annual-report-your-journey-is-our-
story/.

Nicholas Institute for Environmental Policy Solutions, Duke University | 9



Figure 1. Investment Caused by U.S. Green Banks
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Figure 2. Green Bank Investments in Low Income Communities
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Given their dedicated expertise in clean energy finance, Green Banks have served as thought
leaders for clean energy development in their geographies. For example, the Connecticut

Green Bank hosts quarterly webinars highlighting key market insights that may be relevant to
developers, financiers, and customers interested in developing clean energy projects in the state.”
Green Banks could also help spot job trends that our technical schools and community colleges
could rely on to build new training and certification programs.

Roles of a Green Bank

To characterize the types of solutions a Green Bank could offer in North Carolina, it is helpful
to consider the roles Green Banks play in their markets. Typically, Green Bank activities can be
organized around four broad roles:*

* Connector: Work with market participants to overcome gaps in information, expertise,
or process. The Green Bank may facilitate introductions, develop and share document
templates, or aggregate information. While the Green Bank may not invest its own capital
in this role, taking on these crucial (but often uncompensated) market development
activities allow more transactions to happen.

¢ Risk Mitigator: Encourage other actors to begin or increase their clean energy investment
by removing some risk. This could include providing a loan loss reserve.

* Direct Lender: Provide financing (typically in the form of debt) to clean energy projects.
This role is a particularly good fit for markets where there is limited private sector activity,
or where project economics are below the target rate of return for private sector investors.

* Bundler: Finance smaller projects with an eye towards selling them off as part of a
larger portfolio. Many private sector financiers do not have the capacity or inclination to
originate small (e.g., less than $1 million) projects. The Green Bank can take on the work
of doing this and sell them off once they achieve sufficient scale.

Depending on the needs of the market they are trying to serve, Green Banks have achieved
impact in a variety of ways. Green Bank financing solutions can take the form of techniques
like credit enhancement, co-investment or warehousing, dedicated debt to support structures
like Property Assessed Clean Energy (PACE) finance or on-bill financing programs, or market
development like information sharing, developer training, or program coordination. Earlier-
stage Green Banks have traditionally focused on one or two solutions as they seek to establish
themselves. Over time, as these Banks mature, they have often expanded their offerings to
maximize their impact and reach new markets.

22. Connecticut Green Bank. Webinars. https://ctgreenbank.com/news-events/webinars/.

23. Not included in the roles described above is the administration of direct subsidies to lenders (e.g., interest rate buy-downs)
or end-users (e.g., rebates). While some Green Banks are responsible for administering incentive programs, these types of
programs are often best served by existing actors. Among other reasons, incentive programs are designed to lose money over
time, and thus conflict with the goal of achieving financial self-sufficiency over time. In designing its interventions, however,
the Green Bank should carefully consider the incentive landscape, and design its offerings to compliment existing programs.
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Table 3. Sample Green Bank Financing Solutions and Roles

Role Barrier to Investment Solution Examples

Put in technical legwork
that comes with closing
more labor-intensive,

innovative transactions

Connector First-of-kind-transaction  Technical assistance

Provide a loan loss reserve
that can mitigate risk and
allow investment to flow at
longer term of lower rate

Risk

Mitigator Perceived project risk Credit enhancement

Lend to a project, in senior
or junior position, to

Marginal economics Co-investment improve overall economics
for investors and
customers

Direct
Lender

Aggregate small projects
to meet scale to attract
private capital

Aggregation &

Bundler Inefficiencies of scale X
Warehousing

The roles a Green Bank chooses to play are largely driven by the conditions present in the target
market. Not all solutions work in all markets. For this reason, the role of Green Banks has
differed widely across the country.

As of 2020, there are 14 Green Banks in the U.S.,** with several others under development (Figure 3).

Figure 3. US Green Bank Landscape
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24. The American Green Bank Consortium.
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Establishing a Green Bank

As Figure 3 suggests, the flexibility and efficiency of the Green Bank model has made it a popular
choice in a wide variety of states. Each of these geographies has its own energy market gaps,
policy priorities, and budgetary landscape. As a result, the creation pathway for a Green Bank
varies across geographies.

Many of the first Green Banks, like those in Connecticut and New York, were created as public
institutions and capitalized with large amounts of public funding. Armed with a large source

of public capital and a clear mandate from the government, public Green Banks have been
successful in catalyzing market development in their states. However, even when the public
pathway is possible, there are potential drawbacks to consider. First is the amount of public
resources (focus, money, and political capital) needed to create a new institution or re-purpose an
existing one. Second, it takes a significant amount of time to launch a public Green Bank. Due to
the large number of stakeholders and legal processes involved with a public Green Bank, the time
between when a Green Bank is proposed and when a Green Bank begins to finalize their first
deal can be significant. In DC, over two years passed between the completion of the initial Green
Bank study and the passage of legislation.

Finally, and perhaps most significantly, these entities are necessarily exposed to political and
budgetary whims outside of the Green Bank’s control. Facing a state budget deficit in 2017, the
Connecticut legislature opted to divert the Green Bank’s dedicated stream of funding. The result
was that the Green Bank needed to significantly alter some programs and curtail others.?* This
potential for “boom and bust” financing cycles is particularly detrimental to developing nascent
clean energy markets, which often require a steady hand over the course of several years.

While the public model has been successfully implemented in states where public capital is
available and legislatures are supportive of green initiatives, the ideal conditions for a public or
quasi-public Green Bank are not found in every state. Other Green Bank models have been tested
to overcome these difficulties and to expedite their establishment. In these cases, the Green Bank
is often established as a nonprofit entity. Given the political landscape in North Carolina and the
immediate need for job-creating solutions, the nonprofit approach alongside companion public
policy seems most likely to yield results supportive of a clean and efficient energy economy.

The Nonprofit Model
There is a great deal of diversity in nonprofit approaches. Relevant examples for North Carolina
include:

The Colorado Clean Energy Fund (CCEF)

Colorado began its exploration of the Green Bank with a study funded by a competitive grant
from the U.S. Department of Energy’s State Energy Program. The Colorado Energy Office (CEO),
CGC, and other partners explored the viability of various creation pathways and determined
that a nonprofit model for Green Bank operations was the most promising. CGC incorporated

25. Hartford Business. Financially wounded, pioneering CT Green Bank has a path forward. http://www.hartfordbusiness.com/
article/20180108/PRINTEDITION/301039919/financially-wounded-pioneering-ct-green-bank-has-a-path-forward. January
2018. Accessed July 2018.
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a nonprofit called the Colorado Clean Energy Fund (CCEF) to act as the state’s Green Bank.
Colorado Governor John Hickenlooper then announced CCEF as the state Green Bank in
December 2018.2° CGC worked with national philanthropy to identify operating capital for the
Green Bank and hired the first staff in late 2019. Since then, CCEF staff have been working to
raise investment capital and further develop its line of products. CCEF expects to announce its
first transaction, support for a municipal on-bill finance program, in the first half of 2020 and is
currently raising a fund for small-scale C-PACE projects.

The Nevada Clean Energy Fund (NCEF)

Similar to Colorado, Nevada’s first step towards Green Bank creation began with a study. Senate
Bill 360 tasked Nevada’s Governor’s Office of Energy (GOE) to complete the study, and CGC
worked closely with the GOE to complete this work.?” In 2017, Governor Brian Sandoval signed
Senate Bill 407, which established a Nevada Green Bank into law. The bill directed the GOE to
create an independent, nonprofit corporation named the Nevada Clean Energy Fund (NCEF).
The bill also established the board of directors for the nonprofit. While it is an independent
institution, NCEF’s board will have several public officials serving as ex officio board members.
By early 2020, the state had identified public funds to serve as the initial operating capital for the
Green Bank. The first task of the staff will be to identify public, private, and philanthropic sources
of investment capital. As in Colorado, a limited but critical amount of public commitment (in
the form of the study and operating capital) has enabled the Green Bank to take its first steps
forward.

Green Bank in Cuyahoga County, Ohio (hame TBD)

Cuyahoga County included the creation of a Green Bank in its 2019 climate action plan.

In support of this goal, CGC has been working to establish a fund to catalyze clean energy
development in the county. During 2019, CGC completed a market opportunity analysis of
Cuyahoga County to explore the most promising markets for increased clean energy lending
and develop products to support growth in those markets. Later in 2019, CGC and its partners
selected one product from the potential Green Bank products identified through the report and
began the work to raise capital and establish a fund in support of that product.

Working with a local nonprofit lender, CGC has begun incubating a clean energy fund within the
existing business that will provide debt for the development of small-scale solar power purchase
agreements in Cuyahoga County. CGC estimates that, for this Green Bank, start-up operations
will cost approximately $250,000 per year for the first three years until the Green Bank can pay
for itself through its loan portfolio.

The Green Bank in Cuyahoga County is structured to support capitalization from foundation
program-related investments and low-interest loans from local government. The first tranche of
investment capital was secured in February 2020 from a philanthropy, and the fund is actively

26. Judith Kohler, “Colorado Energy Ofice helps launch ‘green bank’ to spur clean energy investments.” Denver Post. December
11, 2018. https://www.denverpost.com/2018/12/11/colorado-launching-green-bank/.

27. Coalition for Green Capital, “Nevada Governor Signs Green Bank Bill.” June 6, 2017. http://coalitionforgreencapital.
com/2017/06/06/nevada-governor-signs-green-bank-bill-clean-energy-fund/.
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raising more capital. Based on modeling to support a self-sustaining institution, CGC is targeting
the creation of a $12-15 million fund.

The pathway of these nonprofit Green Banks demonstrates that public sector priorities and
stakeholders can play key roles in the development and ongoing operations of a Green Bank,
without the public sector running the process or the institution itself. Like Cuyahoga County,
North Carolina has already proclaimed its interest in the Green Bank model through processes
like the Clean Energy Plan.

THE GREEN BANK OPPORTUNITY IN NORTH CAROLINA

In each of the nonprofit Green Banks profiled above, an upfront analysis helped ground the
Green Bank creation effort in the market realities of the geography. Most importantly, this
allowed for an early identification of the roles and product(s) of the Green Bank, which is critical
for capital raising. The key question of early nonprofit Green Bank operations is the source of

its capital, both for investments and operations. More recently, the National Climate Bank Act,
introduced in Congress in 2019, has opened the door to the potential federal funding for Green
Banks. The Act proposes a $35 billion nonprofit institution that would have the ability to provide
capital both to projects and local Green Banks. A National Climate Bank or Clean Energy Jobs
Fund has also been explored as part of the discussion around the federal stimulus to COVID-19.
In the meantime, other sources of capital must be explored early on as part of the Green Bank
creation process. This includes philanthropy as well as state and local government.

The amount of capital needed by the Green Bank will necessarily vary depending on its

market role. In order to achieve a meaningful impact in the market, a minimum investment
capitalization of approximately $50-100 million is typically recommended to establish a state
green bank. However, not all of this capital need arrive on the first day of Green Bank operations.
As the examples of Colorado and Nevada demonstrate, it is possible for a Green Bank to piece
together its capital from a variety of sources while it is ramping up. In terms of operating capital,
a rule of thumb is for the Green Bank to achieve financial self-sustainability by the end of its
third year of operations. This provides line of sight to funders about the length of commitment
required and creates an early emphasis on financial sustainability.

Sizing the North Carolina Opportunity

Using the relative energy produced and energy consumed by New York, home to an established
Green Bank, a selection of different multiples was used to estimate the capitalization required for
North Carolina. The New York Green Bank started with seed capital from the New York State
Energy Research and Development Authority (NYSERDA) amounting to $210 million, with an
overall plan to reach $1 billion.?® Given the relative size of the markets, for the most significant
impact a North Carolina Green Bank should aim for an amount of seed capital ranging from
$100-150 million. However, not all of this capital need arrive on the first 