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Energizing Cities:   

New Models for Driving Clean Energy Investment 

Executive Summary 
Climate Solutions, a Northwest-based nonprofit organization whose mission is to 
accelerate practical and profitable solutions to global warming, launched the New Energy 
Cities program in 2009 to catalyze the transition to a clean, renewable, super-efficient 
energy system in medium-sized cities in Washington, Oregon, Montana, and Idaho. 
 
New Energy Cities works with pioneering local civic and elected leaders who are willing to 
embrace the clean energy economy in order to spur economic development, reduce 
vulnerability to energy price swings, and harness investment in an integrated clean 
energy system.   
 
Financing is critical to the success of any clean energy strategy; hence, Climate Solutions 
made the development of a paper on clean energy financing its first priority in 2010.  We 
asked Jules Bailey, founder of Pareto Global and ŀǳǘƘƻǊ ƻŦ hǊŜƎƻƴ {ǘŀǘŜΩǎ 9ƴŜǊƎȅ 
Efficiency and Sustainable Technology Act (EEAST) legislation; Tom Osdoba, Managing 
5ƛǊŜŎǘƻǊ ƻŦ ǘƘŜ ¦ƴƛǾŜǊǎƛǘȅ ƻŦ hǊŜƎƻƴ .ǳǎƛƴŜǎǎ {ŎƘƻƻƭΩǎ /ŜƴǘŜǊ ƻƴ {ǳǎǘŀinable Business 
Practices; Ann Grodnik, Assistant Vice President at Seattle-Northwest Securities; and Sue 
Taoka, Executive Vice President of ShoreBank Enterprise Cascadia, to collaborate on the 
creation of this document. Mr. Bailey is its primary author. 

BACKGROUND 

Local jurisdictions throughout the United States are experimenting with clean energy 
programs with the aim of creating a large-scale financing model that can attract multiple 
forms of investment capital and contribute a substantial level of new economic activity in 
our communities. 
 
Shifting to a large-scale clean energy financing model requires a platform on which 
efficiency, infrastructure, and clean technologies can be directly financedτa tall order 
that requires political foresight and courage, extensive institutional innovation, and a 
willingness to engage energy users in a very different way than is currently the norm. 
 
While each community has its own set of circumstances that will dictate how it creates 
programs that will work, mastering the financing strategies for an integrated, long-term 
energy strategy is a critical ingredient to success. 
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Energizing Cities: New Models for Driving Clean Energy Investment is a guide for local 
elected officials, county and city staff, energy utility managers, and community 
stakeholders to the steps that must be taken in designing and financing clean energy 
programs.  This document describes how to develop, implement, and finance a clean 
energy program and offers examples of existing innovative clean energy financing models 
and useful resources to consult when developing a clean energy strategy. 

KEY TAKEAWAY POINTS 

Efficiency is key. ¢ƘŜ ŎƘŜŀǇŜǎǘΣ Ƴƻǎǘ ǇǊƻŘǳŎǘƛǾŜ ǳƴƛǘ ƻŦ ŜƴŜǊƎȅ ƛǎ ǘƘŜ ƻƴŜ ǿŜ ŘƻƴΩǘ ǳǎŜΦ 
With the right programs and investments, energy efficiency alone can reduce national 
energy consumption by as much as 30%.   
 
Efficiency savings can be used for clean energy investments. Deployed together, 
efficiency measures that reduce consumption by 30% can be combined with clean energy 
that costs 30% per unit of production at no incremental cost to the end user. Investing a 
portion of energy efficiency cost savings into local clean energy generation facilitates a 
cost-neutral or reduced-cost shift towards a cleaner, more efficient system overall. If 
emerging efforts simply pick off the easy efficiency gains and pass immediate benefits on 
to the efficiency investor, they take away one tool for accelerating direct investment in 
an integrated clean energy system and job creation strategy for the local community. 
 
Simplifying and streamlining for the consumer. Any clean energy program must provide 
easy access and support to engage the community and lead people through the financing 
and clean energy process. Programs that rely on the consumer to find financing and hire 
contractors will not be successful. 
 
Catalytic projects. The best implementation aligns governance, financing, and outreach 
structures, and begins with catalytic projects that provide valuable learning to inform 
future projects of increasing scale. The effort needed to create these early projects is 
significant, and a specific project governance structure is more often than not the critical 
first step. 

Hiring a point person. Coordination of an ambitious clean energy program requires a full-
time, technically-oriented person or organization to be the project lead responsible for 
the vast amount of coordination that these programs demand. It is nearly impossible for 
people who have existing jobs and responsibilities to drive the adoption of a large-scale 
clean energy program. 
 
Financing strategies must be flexible. It can take more than a year to get a program from 
concept to initial implementation and another year or more to prove concepts and begin 
to scale. Due to the constantly evolving landscape of municipal clean energy programs 
and resources, financing approaches will need to remain flexible. 
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Financing strategies must be adaptable. Interest rates, market conditions, the price of 
energy, and the cost of construction are among the variables that can affect a financing 
strategy. Strategies must be able to adapt to changes in these variables. 

Customization. Local variations will determine the financing mechanism that works best 
for each jurisdiction. Customization will be key, depending on particular circumstances, 
including utility governance and regulatory environment, bonding and infrastructure 
programs, state and local jurisdictional issues, and property tax limitations. 

Local financing options. Localized financing options should be explored, such as special 
excise taxes (SPET), special assessments, carbon taxes, or other localized revenue sources 
that can be used to capitalize the lending pool that then kick-starts the local clean energy 
investment program. 

Third-party financing. Innovative financing models have emerged for clean energy 
technologies, such as solar photovoltaics (PV), that can access capital in a way that 
traditional equipment sales to host-owners do not. These models can greatly accelerate 
deployment of clean energy systems in a community and confer psychic and financial 
benefits to a large number of local energy users.   

Identifying capital. Finding sources of capital and leveraging seed funding will no doubt 
be significant hurdles for a nascent clean energy program. Relying on diverse capital 
ǎƻǳǊŎŜǎΣ ƳŀǘŎƘƛƴƎ ŎŀǇƛǘŀƭ ǎƻǳǊŎŜǎ ǿƛǘƘ ōƻǊǊƻǿŜǊǎΩ ƴŜŜŘǎ, and leveraging capital are all 
important aspects of a financing program. Equity contributions are often necessary as 
the base of a fund that can serve a wide range of borrowers. 
  
Portfolio approach. Most clean energy financing models rely on a loan to the property 
owner that must be repaid, but these do not operate at scale because of administrative 
costs and the variability of return on individual structures. The next generation of 
financing models will need to assemble a portfolio of retrofits that can be delivered as a 
package to one or more third-party entities to finance and manage. 
 
Role of utilities. Utilities are the obvious entity to aggregate demand and drive systemic 
clean energy adoption. They already have the customers; they are developing the ability 
to gather data about energy use through power meters; they already institute demand-
side management. They could make investments in a portfolio of buildings and manage 
the investment in a way that yields attractive return to the utility while improving 
performance for the customer. But there are disincentives to a concerted investment in 
clean energy, given the way that utilities are currently structured and regulated in the 
United States. Overlapping service territories, lack of capacity at smaller utilities, and 
variations in regulations between states also make this type of model difficult to 
implement, although some jurisdictions have overcome these barriers and are partnering 
with utilities. 
 

Leveraging one-time dollars. The urge to simply use one-time dollars on a pilot project is 
ƘŀǊŘ ǘƻ ǊŜǎƛǎǘΦ Lǘ ǊŜǉǳƛǊŜǎ ƭƛƳƛǘŜŘ ǇƻƭƛǘƛŎŀƭ ǊƛǎƪΣ ŘƻŜǎƴΩǘ ǘŀƪŜ ŀ ƎǊŜŀǘ ŘŜŀƭ ƻŦ ƛƴƴƻǾŀǘƛƻƴΣ 
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and could happen quickly. But a pilot built on a foundation of one-time funds that does 
not test any elements of an ongoing, long-term strategy will not be a stable platform for 
creating scale and leveraging other streams of capital.  

Furthermore, revolving loan funds and capital pools that are based on one-time grants or 
investments can quickly run out of money to lend and languish as loans are gradually 
repaid. Strategies to leverage initial seed capital to attract additional private and public 
investment allow jurisdictions to sustain and expand their programs to meet ongoing 
demands for financing. 
 
Scalability. Scalability is the critical driver for any approach to financing clean energy 
initiatives. The financing structure should support different lending options for 
consumers, leverage one-time dollars, and be able to document the benefits in terms of 
energy and economic metrics to demonstrate return on investmentτwhether the 
investor is the local taxpayer, a local financial investor, a private equity or third party 
investor, or the Federal government. 

GOING FORWARD 

We recognize that clean energy financing models are fast-moving targets, and we intend 
to stay on top of the trends and advances that will be made as the many experiments 
currently underway gain traction and produce results. We will publish our findings on our 
website, www.newenergycities.org, and we invite interested readers to join the New 
Energy Cities community and share your experiences with clean energy financing 
strategies. 

Introduction 
Creating jobs, growing local economies, achieving energy independence, cleaning up the 
air and water, and leaving a lasting legacy are among the significant challenges that 
forward-looking community leaders are wrestling with during these challenging 
economic times. 
 
New Energy Cities was launched in 2009 by Climate Solutions, a Northwest-based 
nonprofit organization whose mission is to accelerate practical and profitable solutions 
to global warming. The program partners with pioneering local civic and elected leaders 
to embrace the clean energy economy, powering America in the future and creating jobs 
now to combat the worst economic downturn in decades. 
 
The New Energy Cities program aims to accelerate the transition to a clean, renewable, 
super-efficient energy system in order to spur economic development, reduce 
vulnerability to energy price swings, and harness large-scale investment to upgrade our 
ƴŀǘƛƻƴΩǎ ŜƴŜǊƎȅ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ŀƴŘ ōǳƛƭǘ ŜƴǾƛǊƻƴƳŜƴǘΦ 
 

http://www.newenergycities.org/
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States, cities, and counties throughout the United States are experimenting with clean 
energy measures that encourage or finance retrofits from tax incentives to public-
purpose benefit charges to utility-based programs. The primary aim of these experiments 
is to move beyond piecemeal and ineffective activity, and shift to a much larger scale, 
one that would be attractive to multiple forms of investment capital and contribute to a 
substantial level of new economic activity in our communities.  
 
Without creating a platform on which efficiency, infrastructure, and clean technologies 
can be directly financed, this shift will not occur. The shift is a difficult one, requiring 
political foresight and courage, extensive institutional innovation, and a real willingness 
to engage energy users in a very different way than is currently the case. 
 
Each community has its own set of circumstances that will shape how it creates programs 
that will work, and the steps needed to get to scale will emerge only through 
experimentation. In all cases, however, these steps must identify the path for financing a 
much larger scale of enterprise. Mastering the financing strategies for an integrated, 
long-term energy strategy is a critical ingredient to its success. 
 

Energizing Cities: New Models for Driving Clean Energy Investment is a guide for local 
elected officials, county and city staff, energy utility managers, and community 
stakeholders that elucidates the steps that must be taken to design and finance clean 
energy programs.  This document: 

Á Provides an overview of the choices, strategies, and processes involved in 
implementing a clean energy program. 

Á Points to examples of innovative clean energy financing programs and 
deconstructs the models that have been developed to date.  

Á Describes the steps to take to develop and finance a clean energy program. 

Á Offers resources in the way of relevant literature and websites that are the 
foundation of clean energy strategies. 

This document is written to help local jurisdictions assess how best to build a successful 
clean energy program that achieves the scale, depth, and speed necessary to realize the 
potential economic benefits of clean energy investment, while also creating market-
transforming strategies that provide a compelling case for Federal and private sector 
investment. 

This document is divided into three parts. Part One discusses why and how to create a 
clean energy strategy, and offers examples of different models to consider. Part Two gets 
into the technical aspects of creating a clean energy financing structure. Part Three 
contains reference material.  
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Climate Solutions partnered with the following experts in new models for energy 
efficiency and clean energy investment to produce Energizing Cities: New Models for 
Driving Clean Energy Investment: 
 

Pareto Global.  A Portland, Oregon-based consulting firm specializing in economic 
development strategies that bring together energy solutions, land use and 
transportation planning, urban and rural development, and the stakeholder work 
that ties it all together. (http://par etoglobal.com/) 
 
University of Oregon, Center for Sustainable Business Practices. A center of 
excellence in new best practices for training the next generation of sustainable 
business pioneers. (http://www2.lcb.uoregon.edu/) 
 
Seattle-Northwest Securities. A Northwest investment bank and broker-dealer 
with a 40-year history in municipal bond underwriting and trading and sales of 
taxable and tax-exempt fixed income securities. (http://www.snwsc.com/)  
 
ShoreBank Enterprise Cascadia. A certified nonprofit Community Development 
Financial Institution making credit accessible for economic opportunity, social 
equity, and environmental sustainability in the Pacific Northwest. 
(http://www.sbpac.com/bins/site/templates/splash.asp)  
 
Hat Trick Energy and Environmental Consulting. A Portland, Oregon-based 
consulting firm specializing in analysis and advice on issues related to renewable 
energy project development and evaluation, commercial issues related to 
greenhouse gases, and clean energy market intelligence.  

In creating this document, we incorporate content from a number of leading 
organizations and national resources in the field of clean energy financing. Throughout 
this document, as well as in Appendix B, we offer links to the various resources and 
financing opportunities available for innovative states and localities to pursue. 

Clean energy financing models are evolving rapidly and to stay on top of the constant 
evolution, we intend to issue updates to this document on our website, 
NewEnergyCities.org.  We encourage our readers to join the New Energy Cities 
community by signing up on our website so you may contribute to the ongoing dialogue 
about clean energy financing. You may also contact the New Energy Cities team or any of 
the organizations and resources we list in Appendix B directly for support. 

http://paretoglobal.com/
http://www2.lcb.uoregon.edu/
http://www.snwsc.com/
http://www.sbpac.com/bins/site/templates/splash.asp
http://www.newenergycities.org/
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Part One 

1 Why a Clean Energy Strategy? 

As we look to our energy future and strategies to develop clean energy, we know that 
ǘƘŜ ŎƘŜŀǇŜǎǘΣ Ƴƻǎǘ ǇǊƻŘǳŎǘƛǾŜ ǳƴƛǘ ƻŦ ŜƴŜǊƎȅ ƛǎ ǘƘŜ ƻƴŜ ǿŜ ŘƻƴΩǘ ǳǎŜΦ With the right 
programs and investments, energy efficiency alone can reduce national energy 
consumption by as much as 30%. Clean energy strategies are investments with returns 
that can help leverage the development of renewable technologies to achieve reductions 
in greenhouse gases at little cost over time.  

Financing a package of energy measures that have quick payback with other measures 
that have a longer payback offers an opportunity for deeper efficiencies and cost-
effective investment in an integrated clean energy system. Rather than maximizing profit 
from quick return investments, integrated portfolio programs can engage larger scale 
investment in the local community, maximizing economic and job creation benefits while 
accelerating the transition to an integrated clean energy system 

A clean energy strategy that considers all aspects of the energy systemςfrom contractors 
to developers to utilities to homeownersςopens doors to economic development built on 
clean energy solutions.  

Many organizations have done extensive work to quantify and demonstrate the 
enormous opportunity that retrofits and clean energy provide for energy productivity 
and economic recovery.  Perhaps the most comprehensive report was produced by Karen 
Ehrhardt-aŀǊǘƛƴŜȊ ŀƴŘ WƻƘƴ !Φ ά{ƪƛǇέ [ŀƛǘƴŜǊ ŀǘ ǘƘŜ !ƳŜǊƛŎŀƴ /ƻǳƴŎƛƭ ŦƻǊ ŀƴ 9ƴŜǊƎȅ-
Efficient Economy (ACEEE, www.aceee.orgύ ǘƛǘƭŜŘ ά¢ƘŜ {ƛȊŜ ƻŦ ǘƘŜ ¦Φ{Φ 9ƴŜǊƎȅ 9ŦŦƛŎƛŜƴŎȅ 
aŀǊƪŜǘΥ DŜƴŜǊŀǘƛƴƎ ŀ aƻǊŜ /ƻƳǇƭŜǘŜ tƛŎǘǳǊŜΦέ   

According to that report, in 2004 alone the United States saved almost $20 billion in 
energy costs from efficiency-related investments.  The ACEEE concludes that over 1.63 
million jobs are supported by energy efficiency nationwide, and that the market can 
produce a total of $7 trillion in cost-effective energy investment through 2030.   

  

http://www.aceee.org/
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The following table shows the breakdown of investments and savings in that year: 
 

Table 1: Investments in and savings from energy efficiency, 2004 

 

 
{ƻǳǊŎŜΥ άThe Size of the U.S. Energy Efficiency Market: Generating a More Complete Picture,έ www.aceee.org 

Cost-effective energy efficiency measures create jobs and improve the productivity of 
energy in the economy. Energy efficiency is also the most cost-effective path to 
greenhouse gas reductions and can leverage other, more costly clean tech investments. 
McKinsey and Company has developed the McKinsey Greenhouse Gas Abatement Cost 
Curve to show the relative cost and value of various greenhouse gas reduction strategies 
(Figure 1 below).   

Figure 1 clearly shows that energy efficiency retrofits on existing commercial and 
residential buildings are not only the most cost-effective way to reduce carbon dioxide 
emissions, they also have a positive payback and generate net returns on investment 
over time. Moreover, savings associated with measures below the line can be used to 
pay for measures above the line to create packages of investments that achieve deep 
greenhouse gas (GHG) reductions and are cost-neutral. 

  

http://www.aceee.org/
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Figure 1: McKinsey and Company Greenhouse Gas Abatement Cost Curve 

 

 
Source: McKinsey and Company, as found at www.climateprogress.org 

By highlighting and then integrating all building energy use measures, retrofits can create 
a large impact in terms of emission reductions. Theoretically, the combined economic 
performance of a leveraged package of investments would allow for direct financing, 
because the total return pays for itself.1 

While the aggregated economic performance is less than that of the best-performing 
measures alone, the combined approach offers a much greater impact on GHG 
emissions. More importantly, the combined approach, pursued as a strategy, may open 
the door to the policy and institutional steps needed to dramatically accelerate 
implementation of clean energy programs and, thus, to achieve the objective of 

                                                                 
1
 This theoretical exercise is based on the assumption that each of the individual measures would be done 

and performed in the same fashion as described by McKinsey and Company, and that no other barriers to 
finance exist. That assumption has not been tested, and further work is needed to illustrate a greater level 
of precision with regard to measuring performance through an integrated implementation strategy. The 
Řŀǘŀ ǳƴŘŜǊƭȅƛƴƎ aŎYƛƴǎŜȅΩǎ ŀƴŀƭȅǎƛǎ are not readily accessible to the authors of this paper to create that 
level of precision. This precision can only be attained by conducting the analysis in a real, applied context, 
which would require scaled implementation driven by new policies and investment capital organized for 
such a purpose.  

http://www.climateprogress.org/
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meaningful clean energy cluster development and job creation.  Part of the role of public 
policy is to manage costs and returns across the sectors to which they accrue. 

Accessing the benefits of a clean energy strategy requires an up-front investment of 
capital. This capital is likely to come from a variety of sources, ranging from private 
equity to pension funds to municipal bonds. While local governments are uniquely 
positioned to help fund clean energy programs, governments are more effective as 
catalysts for two reasons: 

Á There is insufficient public capital, whether liquid or in bonding capacity, to access 
all of the cost-effective clean energy investments in the market. 

Á There is little reason for governments to bear the entire financing burden when 
clean energy packages, as demonstrated above, can be so profitable. 

The role of effective community clean energy strategies is to bring together the 
resources necessary to allow private investors to invest in energy efficiency and clean 
energy at scale, depth, and speed. Done right, these programs leverage enormous return 
out of a small public investment.  

Energy efficiency retrofits and clean energy generate productivity now, offer significant 
return on investment over time, and mitigate price risks associated with fossil fuels. By 
creating jobs, saving money, and confronting climate change, clean energy strategies are 
a smart strategy for any state or locality.  

2 Creating a Clean Energy Program 
 
Any clean energy program must provide a simple access point to engage the community 
and lead it through the financing and clean energy process. Programs that rely on the 
consumer to find financing and hire contractors will not be successful. 
 
The first step to building an implementation plan for a clean energy program is to bring 
together the public and private entities that will make the program successful. That 
process most likely begins with a new governance structure that aligns governance, 
financing, and outreach structures, starting with catalytic projects that inform future 
projects of increasing scale. The effort needed to create these early projects is 
significant, and a specific, project governance structure is more often than not a critical 
step. 

Whether ƛǘΩǎ ŀƴ ad hoc working group of partners or a formalized board of multiple 
jurisdictions and partners, the governance structure will shape the possibilities for 
financing. Creating a governance structure that can access and manage a wide array of 
financing options allows jurisdictions to respond to a wide array of financing 
opportunities.  
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Rather than deciding on a financing structure at the outset, successful programs often 
bring together a flexible structure that identifies the best opportunity for all partners and 
ties back to the capacity and authority of the governance structure.  
 
Both facilitation and financing should flow from the same program and governance 
structure, whether through public sector engagement or through designated project 
managers. After the governance structure is formed, the rest of the decisions for 
designing a clean energy program extend from choices made by that structure, so local 
leaders must be deliberate and thoughtful about how they create that governance 
structure. 
 

Figure 2: Linking structural decisions back to governance 

 

 
 

STAKEHOLDERS 

Once state and local leadership have brought together a governance structure, integrating 
stakeholders into the program design is critical to both the development and successful 
operation of a clean energy program. Appendix C provides a list of relevant stakeholders. 

FOCAL POINT OF CONTACT 

It is nearly impossible for people who have existing jobs and work-related responsibilities to 
drive the innovative clean energy programs that are needed. It is crucial that jurisdictions 
create dedicated capacity to focus on implementing the clean energy program. 
 
Regardless of the final governance structure or partnership, any program will need a technically 
oriented person or organization to be the focal point for the vast amount of coordination 
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required for bringing together the clean energy program. Wherever possible, coordinating this 
ƪƛƴŘ ƻŦ ǇǊƻƎǊŀƳ ǎƘƻǳƭŘ ōŜ ŀǘ ƭŜŀǎǘ ƻƴŜ ǘŜŎƘƴƛŎŀƭ ǇŜǊǎƻƴΩǎ Ŧǳƭƭ ǘƛƳŜ ƧƻōΦ 
 
Figure 3. Creating a local focal point for stakeholder input 

 

 
 

IMPLEMENTATION STEPS 

To implement a successful clean energy strategy, the project leadership must address several 
key steps systematically. 

Á Identify the barriers to investment. Barriers may include, but are not limited to, 
facilitation and consumer information, access to capital, variability in return on 
investment, difficulty in assembling an energy portfolio that enables long-term 
investments, and difficulty in identifying and quantifying the extent and value of the 
clean energy resource.  

Á Select sources of capital and leverage. The appropriate financing strategy will be the 
one with the lowest cost of capital, the best scalability, sustainability, and the best 
chance to overcome the barriers identified in the first step. 

Á Design a facilitation program. A facilitation program is the interface between clean 
energy financing and on-the-ground implementation. It assists consumers of clean 
energy in accessing and using available programs. The facilitation program needs to 
accomplish more than just marketing and outreach. It must be part of a system that 
ensures that a good job is done the first time on every retrofit. Contractor and 
certification standards will be critical to a facilitation program to give confidence both to 
property owners and to investors. Appendix D provides a discussion of contracting 
standards. 
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Á Match funding to investments. Different sources of capital will be more or less suited to 
different kinds of projects. Low or no cost capital is scarcer than higher cost capital. 
Programs should match projects and investments to the highest tolerable cost of capital.  

Á Appeal to investors. An effective clean energy strategy will use policy and outreach to 
aggregate activity to a point that enables direct financing and is attractive to multiple 
streams of capital, based on the anticipated returns given associated risks. Ideally, this 
would entail mobilizing some public capital as the first piece of leverage, and using it to 
bring private capital to the project. Private investors will take the time to understand 
the potential and satisfy risk concerns, so the effort should be undertaken with full 
understanding that the first projects will build the case for larger private capital 
participation.  

Á Integrate with existing programs. To achieve the greatest possible market penetration 
and to ensure equity goals are met, the program should leverage the outreach work of 
existing programs and work closely with community action organizations and affordable 
housing groups. 

Á Get the workforce ready to work. Ramping up clean energy efforts requires ramping up 
workforce development so that there is a sufficient supply of skilled workers necessary 
to build to scale as fast as the financing and facilitation will allow. Workforce shortages 
should not be the barrier to scale. Any program should plan to integrate worker training 
into apprenticeships and community colleges. 

Figure 4. Financing is aggregated and pooled in a capital assembly platform (CAP) that is 
connected to a program implementation function (PIF), which connects capital to the clean 
energy implementation action.  

 


























































