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INTRODUCTION AND EXECUTIVE SUMMARY

The Coalition for Green Capital (“CGC”) thanks thie Resources Board (“ARB”) for
this opportunity to provide comments regardingdbeelopment of an investment plan for the
State’s auction proceeds from the cap-and-tradgrano established pursuant to Assembly Bill
32 (“*AB 32"). CGC is a non-profit organization leasin Washington, DC that advocates for tax
and finance policies at the state, national, atefmational levels that would support investment
in renewable energy, energy efficiency and otheartlenergy technologies, products and
services (together, “clean energy and energy efficy projects”). In particular, CGC works to
establish “green banks”—funds that provide low-clistg-term financing to clean energy and
energy efficiency projects.

These comments will explain how certain financitrgctures implemented by a state
green bank can leverage scarce government dofidratéract private investment so that each
public dollar invested in clean energy and enef§giency projects can support multiple dollars
of private investment. By providing financing sop a California state green bank would drive
down the price of deploying clean energy and eneffigiency projects so that fewer public
dollars will be needed in order to meet the Stageéenhouse gas (“GHG”) reduction goals
under AB 32 and Executive Order S-3-05.

The State’s auction proceeds from the cap-and-panigram provide an opportunity to
capitalize a California state green bank that ctwélcdome self-sustaining once it begins
generating proceeds and reinvesting those fundstaté green bank also could be structured so
as to meet the various standards and guidelinesiagsd with the investment of the State’s
proceeds from the cap-and-trade auction. If désaestate green bank could even assist in
streamlining and coordinating the many clean energgntive programs that already exist in
California.

These comments begin by providing an overview efttenefits that a state green bank
can provide, as well as some fundamental princighlasshould be used when structuring a state
green bank. Next, we explain how the State’s pdsdrom the AB 32 cap-and-trade auctions
could be used to capitalize a state green banktly,ave provide specific examples of how a
state green bank could be structured in California.



1. A STATE GREEN BANK CAN REDUCE THE COSTSOF DEPLOYING CLEAN
ENERGY AND ENERGY EFFICIENCY TECHNOLOGIES

A. Defining a State Green Bank

A state green bank is a public or quasi-publicrimial institution that provides low-cost,
long-term financing to clean energy and energ\cigficy projects and leverages public funds by
using various financial mechanisms to attract pewavestment so that each public dollar
supports multiple dollars of private investméné state green bank would be able to increase
the deployment of clean energy and energy effigigmojects in California by lowering the cost
of projects, correcting failures in commercial ¢apmarkets, and leveraging public funding
resources such as the State’s proceeds from therchfrade auction. In California, a green
bank would help enable companies to build cleamgyn@nd energy efficiency projects that
generate electricity at competitive market rated\@ould provide increased access to debt
financing at favorable rates. It also means tbagefr public dollars will be needed in order to
achieve the State’s GHG reduction goals.

B. How a State Green Bank Leverages Public Funds

A state green bank may use various financial mashemnto leverage public funds,
including, but not limited to direct loans, guaed and credit enhancements, as well as
financing support for pooling and securitizatidfor example, a state green bank could, in
combination with private lenders, directly lendctean energy project developers or
stakeholders at below-market rates and/or the gtatn bank could provide a layer of debt
subordinated to private debt. These measures Wowilgl the risk for private investors and
address possible shortages of senior debt finandingtate green bank also could provide other
forms of financing support to reduce the overafitaaf capital for clean energy and energy
efficiency projects such as loan loss reserve famdsloan guarantees. Another option would be
for a state green bank to facilitate the poolind securitization of clean energy project financial
instruments (e.g., loans, leases). It could dbysstandardizing clean energy project financial
instruments, bundling them and selling the aggesyptoduct, or by investing in an entity or
pooled fund that aggregates smaller financial umsénts such as those for energy efficiency
projects.

Importantly, a state green bank could develop anpl@y risk management techniques to
ensure that the types of financing support beirnyiged have low default rates and generate
interest revenue so that the state green bankad@beinvest its proceeds and eventually
become self-sustaining without additional publinding. By focusing on self-sustaining
financing support programs instead of grants (&gtallation rebates), interest rate buy-downs
and other one-time funding support tools, a stetembank increases the deployment of clean
energy and energy efficiency projects for everyataf public funding available and shifts the
focus from untested technologies to those thatanmemercially viable but for the cost and
availability of capital. Further, by partneringttviprivate sector financial institutions in the
vetting process, state green bank financing suppqgttires potential recipients to meet
commercial financing standards.

See generally Ken Berlin, et al.State Clean Energy Finance Banks: New Investment Facilities
for Clean Energy Deployment (Brookings-Rockefeller Sept. 2012).
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C. Support for State Green Banks

In June 2011, with significant policy and legal pag from CGC, Connecticut became
the first state in the U.S. to create a green binekClean Energy Finance and Investment
Authority (“CEFIA”). The legislation creating CERAIpassed unanimously in the Connecticut
Senate, and by a vote of 138-9 in the Connecticutsid of Representatives. CEFIA is a quasi-
public clean energy authority that combined exgtitean energy funds into an entity with the
ability to make loans, leveraging the public cdpitah private capital, opening to private
investors and providing a reasonable rate of refurthose investors’ contributiors.

The successful creation of CEFIA in Connecticutrkgd the interest of policy leaders in
numerous other states. In October 2011, CGC padneith the Brookings Institution to host a
workshop on state green banks that was attendedllny leaders from 14 different states,
including California. Those discussions led to 8sptember 2012 release of a report co-
authored by the Brookings Institution and CGC’'set lixecutive Officer (Reed Hundt) and
Senior Vice President for Policy and Planning amthé&al Counsel (Kenneth Berlin), entitled
Sate Clean Energy Finance Banks: New Investment Facilities for Clean Energy Deployment.®

Other states also are considering creating greekskb&imilar to CEFIA. For example, in
his January 9, 2013 State of the State Address, Yaw Governor Andrew Cuomo proposed
the creation of a New York Green Bank. This Newk/@reen Bank would leverage $1 billion
of public funds, matched from the private sectdhis proposal is outlined in the Governor's NY
Rising: 2013 State of the State (“NY Rising”), dndhlights many of the reasons states should
create green banks. As stated in NY Rising, gfasgen banks can overcome the concern of
“unstable federal funding and policy, uncoordinaaetion and disparate one-time subsidies at
the state level, a lack of appropriate financiatinments, and an apprehension in the investor
community.™

Also for example, we have worked with policy leader Hawaii, where legislation was
introduced in January 2013 to create a state-adteneid green bank through a green
infrastructure authority and a green infrastructoem program. This legislation has received
strong public support from policy leaders in Hawaicluding Governor Neil Abercrombie, and
has passed through various legislative committegsshwpartisan support.

2 Id. at 3.

This reporis available for download at the Brookings Instants website,
http://www.brookings.edu/research/papers/2012/08tage-energy-investment-mur€GC also
has authored numerous other publications, includingajor release co-authored with the Center
for American ProgressSee, e.g., Cutting the Cost of Clean Energy 1.0, available for download at
the Center for American Progress’s website,
http://www.americanprogress.org/issues/green/ré@i0/11/16/8655/cutting-the-cost-of-clean-

energy-1-0/

4 Governor Andrew M. Cuom®Y Rising: 2013 Sate of the Sate 28 (January 13, 2013yailable
at http://www.governor.ny.gov/sites/default/themesimor/sos2013/2013SOSBook.pdf

> See Hawaii House Bill 856 (2013pvailable at

http://www.capitol.hawaii.gov/session2013/Bills/HEBB .htm
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In California, the creation of a state green bdnéaaly has been recognized by the
California Senate Office of Oversight and Outcormg®ne of the primary recommendations to
encourage the manufacturing of clean energy tedgies and products in CaliforffaARB
also has recognized the importance of leveragitdi@investment in its Draft Concept Paper
for how the proceeds from the cap-and-trade austtiould be invested Legislation has also
recently been introduced to create a state greek ibaCalifornia. On February 22, 2013,
Senator Kevin de Ledn (D-Los Angeles) introduceddgse Bill (“SB”) 798, which would create
the California Green Infrastructure Bank (“CGIB&an entity capable of providing financing
support for clean energy and energy efficiencyeutg in the State.

D. The Benefits of a State Green Bank in California

The fundamental purpose of a state green bankdswe down the cost of deploying
clean energy and energy efficiency projects by em@nting financing mechanisms that lower
the cost of projects, correct commercial markdtifas, and leverage existing public funds to
attract private investment that would not otherviiseavailable at a reasonable cost. Reducing
GHG emissions as envisioned in AB 32 is a histand monumental task, and one that is not
without both positive and negative economic impaé&sstate green bank in California has the
ability to minimize potential negative economic iagps by sufficiently lowering the cost of
projects to make them cost competitive with exgstgeneration and by requiring use of fewer
public dollars from the State’s cap-and-trade aumcfiroceeds to reach the desired levels of GHG
emissions reductions. At the same time, the GB=aa1k would act as a catalyst for private
sector investment in clean energy and energy eff@y projects in California.

In a report issued last year, the California Se4fee of Oversight and Outcomes
effectively summarized the three primary beneffta €alifornia state green bank. First, “unlike
grants, loans are repaid, creating a revolving fiandeinvestment® It should be noted that the
self-sustaining nature of a state green bank refgptmone of the primary difficulties in
developing an investment plan for cap-and-tradé@uproceeds, as acknowledged by ARB
and the Department of Finance: “One of the plageimallenges is drafting an investment plan
when the amount of auction proceeds to the State yzar is unknown:” After an initial
capitalization, potentially from the proceeds o$fpauctions with known revenues, a state green
bank should not need further injections of publinds. Second, “taxpayers’ dollars would be

Nancy Vogel and Dorothy Korber, California Sen@téce of Oversight and Outcomédsnding
the Sweet Soot: Green Energy Incentives and Job Creation (Apr. 26, 2012) (hereinafter “Senate
Office of Oversight and Outcomes Reportyailable at
http://sooo.senate.ca.gov/sites/sooo.senate.célegsHinding%20the%20Sweet%20Spot.pdf

! See, e.g., CARB, Draft Concept Paper: Cap-and-Trade Auction Proceeds Investment Plan 15
(Released Feb. 15, 2013yailable at
http://www.arb.ca.gov/cc/capandtrade/auctionpros&eorkshops/concept _paper.§tfFunding
should leverage private and other government invest to the maximum extent possible.”).

Senate Office of Oversight and Outcomes Repgattiat

o CARB, Draft Concept Paper: Cap-and-Trade Auction Proceeds Investment Plan 11 (Released
Feb. 15, 2013xvailable at
http://www.arb.ca.gov/cc/capandtrade/auctionproséeatkshops/concept_paper.pdf
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multiplied by leveraging public investment with yate capital.*® And lastly, “the fruits of
California’s innovators—jobs and profits—would siayCalifornia.™*

An additional benefit of creating a green bank alifdrnia is that it would be synergistic
with the existing Property Assessed Clean EnerBYACE”) program, which allows local
governments to provide renewable energy projectdaa property owners. PACE allows
property owners, using financing districts, to fina the installation of onsite renewable
generation or energy efficiency improvements thlougluntary assessment on their property
tax bills!? Although PACE has come to a stand-still for restihl properties, it continues to be
used for commercial properties, through financimgvwled to local governments by
CaliforniaFIRST*® CaliforniaFIRST received bond funding in summet2 and, as of
December 2012, was providing $7.5 million of finamgcfor 22 active projects. A California
green bank could provide another source of comgisteding for the CaliforniaFIRST and/or
PACE programs.

[1l. POSSIBLE STRUCTURESFOR A GREEN BANK IN CALIFORNIA
A. Introduction

One of the fundamental principles of a state gheeik is that it should focus on self-
sustaining financing support programs so thatntwléimately function by reinvesting its own
proceeds without the need for infusions of addélgrublic capital. Proceeds from the AB 32
auctions are one of several possible sources ehtes needed to capitalize a state green bank in
California’® A state green bank could be structured so asett the various guidelines and
standards associated with being allocated a poofitine revenue realized from the cap-and-
trade auctions. State green banks can be credti@d an existing public agency, and remain as
part of the state government. This is also theehprbposed in the pending legislation in
Hawaii discussed above. A green bank built onxastiag state entity might alter the public
entity to operate by providing loans, rather theaemgs, and create a partnership agreement to
combine the state entity’s funds with private fund#is could be either a new entity within an

10 Senate Office of Oversight and Outcomes Repattat

1 Id.

12 Center for Sustainable Energy, “Property Asses§dedn Energy (PACE) Programs,”

http://energycenter.org/index.php/incentive-proggfrace-property-assesed-clean-energy

13 California Statewide Communities Development Auity, “About CaliforniaFIRST,”

https://californiafirst.org/about

14 Center for Sustainable Energypra n. 12.

s Existing revenue streams other than AB 32 augireceeds that could be used to capitalize a

state green bank include the public goods chamgerdiises roughly $356 million a year through
an existing surcharge on investor-owned utilitytoosers and the Self-Generation Incentive
Program (“SGIP”), which raises roughly $83 milliaryear through a separate surcharge on
investor-owned utility ratepayers.
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existing agency or through expansion of an exiséiggncy if there is no current entity with
sufficient authority*®

Alternatively, a state green bank can be a newiquadic institution, separate and
independent from existing public agencies. This ti® model used in Connecticut when
CEFIA was created. As a quasi-public institutiGEFIA was formed from an existing entity,
the Connecticut Clean Energy Fund, which was taansd into a clean energy finance bank,
using existing staff and a new Board of DirectoBgcause CEFIA is quasi-public, it is
independent from the state budyet.

The third model for green banks is an infrastruetnk, which could be created either
through a new energy and infrastructure bank amtpn the expansion of an existing
infrastructure bank that currently does not havéicsent authority to act as a green bafikThe
CGIB proposed in SB 798, for example, would bew artity modeled in part after the existing
California Infrastructure and Development BankBdnk”). Infrastructure and clean energy do,
at times, have disparate goals — infrastructures amproduce a public good with widely
distributed benefits without direct payment by gserhereas clean energy investment is
typically direct, and into projects that provideesurn to investors. Similarly, the scale of
infrastructure and clean energy and energy effayigarojects varies widely, with infrastructure
projects typically on the large end of the spectamd many clean energy and energy efficiency
projects considered small by comparisdnThus, a bank that combined public infrastructure
and clean energy and energy efficiency projectsldvoeed separate “windows” and business
models for each activity.

In any of the above structures, the green bankavbaVve to develop different
“windows” and business models for deploying lowkritean energy technologies like wind and
solar generation projects and high-risk projedts fhanufacturing plants for innovative new
technologies. Low-risk deployment of energy prtgezan proceed based on standard financial
instruments. High-risk manufacturing projects, vehihere is a likelihood of some project
failures, require a business model closer to awergapital model.

B. A New Entity Could House a State Green Bank infCGalia

Should proceeds from the cap-and-trade allowanceozs be used to create a California
state green bank, they also could be put in a mgity eeither quasi-public or public. A quasi-
public entity would have greater freedom over whiolestments it could take, and it would be
outside of the state budget. A public entity woddcompletely within the public sphere, and so
would operate as a non-profit organization, betkehin what private funds it could accept, and
be linked to the state budget.

16 Ken Berlin, et al.State Clean Energy Finance Banks: New Investment Facilities for Clean

Energy Deployment 3 (Brookings-Rockefeller Sept. 2012).

1 Id. at 3.
18 Id. at 11.
19 Id. at 11.



For example, the CGIB proposed in SB 798 would hewa public entity modeled in part
after the existing I-Bank, which is discussed irrendetail below. As proposed, the CGIB
would be able to provide a range of financing supfoy clean energy and energy efficiency
projects using bond issuances and a portion of@uptoceeds from the cap-and-trade program.
The CGIB would, similarly to the I-Bank, be govedngy a five-member Board of Directors
with broad discretion with regard to funding deais. Those seeking financing support from
the CGIB would partner with a “sponsor,” which sfided as any subdivision of state or local
government, to apply for financing support. Thisgess is similar to that of the I-Bank, as
discussed below.

The CGIB is one of several ways in which a stagegrbank could be created in
California to leverage public funds realized frdme tGHG allowance auctions. While there are
certain advantages to creating a new entity asisissrl above, it is also possible work within
existing frameworks to create a state green bank.

C. Existing Entities in California that Could Hous&tate Green Bank

Existing entities provide a means by which a sgagen bank can be up and running on
the first day, by providing staff and infrastruaurFollowing the Connecticut model, however, it
is critical to have staff with commercial bankingdanvestment expertise who understand the
financing mechanisms to be used by the state draek. There are two existing public entities
in California that could potentially either housstate green bank or become a state green bank
themselves: (i) the California Alternative Eneragyd Advanced Transportation Financing
Authority (“CAEATFA”); and (ii) the I-Bank.

1 CAEATFA

CAEATFA was created to finance alternative enengy advanced transportation
technologies. CAEATFA'’s enabling statute describes a vehicle to:

* “promote the prompt and efficient development ofrggly sources which are
renewable or which more efficiently utilize and serve scarce energy
resources™

* “to advance the state’s goals of reducing the kwébreenhouse gas emissions,
increasing the deployment of sustainable and reblevemergy sources,
implementing measures that increase the efficiemtlye use of energy, creating
high quality employment opportunities, and lessgnire state’s dependence on
fossil fuels and to that end to provide an altéweamethod of financing...*

As described further below, CAEATFA was set up with intention of functioning as an
alternative financing source for renewable enemgyegating and manufacturing facilities—and
it appears it could be established as a “homeafgreen bank, perhaps without further
legislation.

20 Cal. Pub. Res. Code § 26001 (a) (2013).
2 Id. § 26002.
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To these ends, CAEATFA was created to provide @alih companies with an
alternative method of financing by providing and¢@maging the establishment of both facilities
“utilizing alternative methods and sources of egésmnd facilities required “for the
development and commercialization of advanced pramation technologies™

CAEATFA already is authorized to finance a wideagrof clean energy and
transportation technologies. “Alternative sourceenergy are defined by the statute to include
“devices or technologies” used to produce renewab&rgy, “the efficient use of which will
reduce the use of fossil and nuclear fuéfs“Advanced transportation technologies” has a
similarly broad definition, which includes “emergicommercially competitive transportation-
related technologies,” which create jobs and “esferthe state’s commitment to energy
conservation, pollution and greenhouse gas emissaxuction, and transportation efficienés.”

CAEATFA is imbued with a number of different powensd duties which it can exercise
in the role of financing energy and transportatiechnologies® It is “vested with all powers
reasonably necessary to carry out the powers apbmnsibilities expressly granted or imposed
upon it under®the enabling statute and is empowered “[t]o dahéflgs generally necessary or
convenient to carry out the purposes” set forttheenabling statut€. These are broad grants
of power which authorize CAEATFA to provide finangito alternative energy and advanced
transportation technologies.

2 Id.
2 Id. § 26003(a)(3)(A).
24 Id. § 26003(a)(2)(A).

% An assessment of CAEATFA prepared in Februanda@gliminarily concluded that CAEATFA
is limited to financing projects relating to manctizring of renewable energy equipment (and not
renewable energy projects themselves). This aisghpénted to the statutory definition of
“project.” However, the statute contains two diiiims of “project” (see Section
26003(a)(8)(A)-(B) of the California Public ResoescCode) and we believe CAEATFA may be
more broadly encompassing as a result.

One definition applies only to the statutory psden authorizing a sales and use tax exclusion
(sometimes referred to as “SB 71”), which is foan@& 26011.8. Cal. Pub. Res. Code §
26003(a)(8)(B) (2013). The other definition ind&is renewable energy projects and applies to
the 8 26011 general financing authority and § 26®tdnewable energy program discussed
below. Id. § 26003(a)(8)(A). CAEATFA issued an interpretataf its SB 71 sales and use tax
authority stating that the Legislature “carved ralégive source generation out of the program”
via the definition of “project” specifically assated with the SB 71 prograngee California

State Treasuret,egal Analysis of the Use of AB 71 STE for Alternative Source Energy

Generation Facilities, http://www.treasurer.ca.gov/caeatfa/sb71/analydis.p

Nonetheless, the same interpretation confirmetgiiaerating facilities, while exempt from the
SB 71 program, are fully eligible for financing wrdhe § 26011 general financing authority and
§ 26011.6 renewable energy program discussed lgil@m the definition of “project” applicable
to these programs: “it is clear that under PRCi8e&6003[(a)(8)(A)] CAEATFA has the
authority to provide financial assistance to aliitre source generating facilities as ‘machinery
and equipment... that utilizes, or is designed tlizatian alternative source...’I'd.

26 Cal. Pub. Res. Code § 26006 (2013).
2 Id. § 260011(h).



“Financial assistance” is defined broadly underehabling statute and includes, without

limitation, loans, loan loss reserves, interest ratluctions, proceeds of bonds issued by the
authority, insurance, guarantees or other creditieoements or liquidity facilities, contributions
of money, property, labor, or other items of valaled any other type of assistance the authority
determines is appropriate. The latter part of this definition affords CAEARRroad discretion

in choosing the manner in which it is to providsisi&nce.

Another significant power is CAEATFA's ability “tprovide financial assistance to a

participating party®® As noted above, “financial assistance” is defigaide broadly. A
“participating party” is defined as:

[A] person, federal or state agency, departmerdrdauthority,
or commission, state or community college, or ursitg, or a city
or county, regional agency, public district, schdiskrict, or other
political entity engaged in the business or operatin the state,
whether organized for profit or not for profit, tregplies for
financial assistance from the authority for thepmse of
implementing a project’

A “participating party,” then, also is defined liiadly to include any entity which applies for
financial assistance for the purpose of implemenériproject.” A “project” is defined to

include

* ‘“land, building, improvement to the land or builgjnmehabilitation, work,
property, or structure, real or personal, statiprmarmobile, including, but not
limited to, machinery and equipment, whether orin@xistence or under
construction, that utilizes, or is designed toizei] an alternative source, or that is
utilized for the design, technology transfer, mawctiire, production, assembly,
distribution, or service of advanced transportatexhnologies, or alternative
source components>®

» “for the purposes of Section 26011.8 and SectidiO@of the Revenue and
Taxation Code, means any tangible personal propleatyis utilized for the
design, manufacture, production, or assembly odaded manufacturing,
advanced transportation technologies, or alteraaource products, components,
or systems

Under its authority to “to provide financial asaiste to a participating party,” CAEATFA has
significant discretion to assist activities with @ternative energy or advanced transportation
technology nexus.

28

29

30

31

32

Id. § 26003(a)(6).
Id. § 26011(d).

d. § 26003(a)(7).

1d. § 26003(a)(8)(A).
Id. § 26003(a)(8)(B).



CAEATFA also is empowered to take other actionsspetcifically discussed above
which could fall under the purview of a green basuch as collecting interest on lo&hsnd
purchasing bonds issued by a public ageficy.

Certain limitations restricted CAEATFA’s renewalglieergy financing authority under
these provisions, but none materially hinderedoitf serving as a source of financing for
renewable energy projects. These provisions vepealed in 201%

2. California Infrastructure and Economic Developmigank (“I-Bank”)

The mission of the I-Bank is to finance public astructure and private development that
promote economic development, revitalize commusigied enhance quality of life for
Californians®® The I-Bank was created in 1994 and operates potsa the Bergeson-Peace
Infrastructure and Economic Development Bank Awe (tAct”) contained in the California
Government Code Sections 630®@eq. The I-Bank is located within the Business,
Transportation and Housing Agency and is governed five-member Board of Directors. The
I-Bank has broad authority to issue tax-exempttareble revenue bonds, provide financing to
public agencies, provide credit enhancements, ezquilease facilities, and leverage State and
Federal funds.

Although not specifically established to addressrgy-related or cleantech investments,
various provisions within the Act may provide chalsthrough which a green bank and/or
specific clean energy and energy efficiency prg@cay apply for funding from the I-Bank.
Section 63040 of the Act describes the minimunedatthat projects to receive funding must
meet, including “the State Environmental Goals Boticy Report, or its successot.”
Applications for funding can be made under Arti@|gursuant to which a project is submitted
by a “Participating Party® in conjunction with a “Sponsor,” which is definad a subdivision of

3 Id. § 26011(€).
34 Id. § 26011(g).
% See, eg., Cal. Pub. Res. Code §§ 26011.6(a), 26011.6(€)126(d), 26011.6(e), 26016.

36 California Infrastructure and Economic Developtrigank, “Welcome,”

http://www.ibank.ca.gov/.
87 Cal. Gov't Code § 63040(b)(1).

38

“Participating Party” is defined broadly to méamy person, company, corporation, association,
state or municipal governmental entity, partnershiip, or other entity or group of entities,
whether organized for profit or not for profit, egged in business or operations within the state
and that applies for financing from the bank injaaotion with a sponsor for the purpose of
implementing a project. However, in the case ofagggt relating to the financing of transition
costs or the acquisition of transition propertyboth, on the request of an electrical corporation,
or in connection with a financing for an economéwelopment facility, or for the financing of
insurance claims, the participating party shalllbemed to be the same entity as the sponsor for
the financing.” Id. § 63010(0).
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the state or local governmefit.The language of the Act describing projects fmrsideration by
the I-Bank is broad.

Section 63041 states that Sponsors must find ljutsn that each project submitted for
consideration to the I-Bank (i) be consistent wvtiith general plan of the city and county in which
it is located, (ii) have proposed financing appraigr for the specific project, (iii) facilitate
economic development and conservation of natusainees, and (iv) be consistent with the
general criteria outlined in Section 63040 of thet. &

Applications for funding also can be made underchats, pursuant to which an
“Economic Development Facility” (“EDF”) can diregtapply for funding from the I-Bank:
The definition of an EDF is sufficiently broad seta create a potential vehicle for funding of a
green bank:

[R]eal and personal property, structures, buildirggipmentand
supporting components thereof that are used to provide industrial,
recreational, research, commercial, utility, ovess enterprise
facilities, community, educational, cultural, orcgd welfare
facilities and any parts or combinations thereaft] all facilities or
infrastructure necessary or desirable in connection therewith,
including provision for working capital, but shall not include any
housing*?

39 Cal. Gov't Code 8 63041. “Sponsor” is definedasy subdivision of the state or local

government including departments, agencies, conmmnisscities, counties, nonprofit
corporations formed on behalf of a sponsor, spelsalicts, assessment districts, and joint
powers authorities within the state or any comltimadf these subdivisions that makes an
application to the bank for financial assistanceannection with a project in a manner
prescribed by the bank. This definition shall netdonstrued to require that an applicant have an
ownership interest in the project. In addition ghectrical corporation shall be deemed to be the
sponsor as well as the participating party for project relating to the financing of transition
costs and the acquisition of transition propertyl@request of the electrical corporation and any
person, company, corporation, partnership, firngtber entity or group engaged in business or
operation within the state that applies for finagcdf any economic development facility, shall

be deemed to be the sponsor as well as the patti@yparty for the project relating to the
financing of that economic development facilityd. 8 63010(u).

40 Cal. Gov't Code § 63041.

4 Cal. Gov't Code 8§ 63044 (“The bank shall cons@eroject for conduit financing for economic

development facilities upon filing of an applicatiwith the bank by an appropriate participating
party, on the terms and conditions the bank ste#irchine. The bank shall establish procedures
for the expeditious review of applications for teguance or approval of bonds to finance
economic development facilities.”).

42 Id. § 63010(g) (emphases added).
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The I-Bank’s current programs include the Infrastuve State Revolving Fund Program,
501(c)(3) Revenue Bond Program, Industrial DevelepinRevenue Bond Program, Exempt
Facility Revenue Bond Program and Governmental Benogjrant®

While it is unclear whether a state green bankfitaguarely within the I-Bank’s current
programs, the language of the Act provides thernkBaBoard of Directors with broad
discretion with regard to funding decisions andsloet require that a project fit within one of
these program categories in order to be eligiblduinding. The Act does provide, however, that
money in the I-Bank fund “is available for expendd for general administration only upon
appropriation by the Legislature,” while the I-B&nkuthority to expend funds directly related
to the servicing of approved debt is not limiféd.

Under Section 63050 of the Government Code, a f@ala Infrastructure and
Economic Development Bank Fund” was created withenState Treasury to implement the
objectives of the Act. The legislature initiallp@opriated $425 million as a “one-time
appropriation for financial assistance to local ggovnent to meet capital outlay and
infrastructure needs” per Section 63041.5(a) anhd Tihe I-Bank’s publication regarding their
current programs provides further information relgag the amount of annual funding available
for projects within each of the I-Bank’s currenograms®

43 See Callifornia I-Bank,Programs Fact Sheet,

http://www.ibank.ca.gov/res/docs/pdfs/Programs_Faleet.pdf
4 Cal. Gov't Code § 63051(c).
s See |-Bank Programs Fact Sheet, supra n. 43, at 2.
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V. CONCLUSION

Regardless of how it is structured and where ultisnately placed, a state green bank in
California could lower the costs of deploying cleaergy and energy efficiency projects and
incentivize the manufacturing of clean energy tetbgies and products in California. By
lowering the cost of capital for clean energy andrgy efficiency projects, a state green bank
could lower the amount of public funding necessarmneet the State’s GHG reduction goals
under AB 32 and Executive Order S-3-05, and simeltaisly encourage clean energy
innovation and manufacturing within the State. tétesgreen bank also could be structured so as
to meet the various guidelines and standards agsdaivith the appropriation of the State’s
proceeds from the cap-and-trade auction. Onlyragmoof these proceeds would be necessary
to capitalize a state green bank, and each of thaiskc dollars would support and attract
multiple dollars of private investment in Califoani

Respectfully submitted,

/s Kenneth Berlin
Kenneth Berlin
General Counsel
The Coalition for Green Capital
2001 K Street N.W.
Suite 802
Washington, D.C. 20006
Phone: 202-371-7350
Email: kenneth.berlin@skadden.com
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