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New Foundation Initiative

Ayear ago, three foundations, Rockefeller Brothers Fund, Surdna Foundation and Ayear ago, three foundations, Rockefeller Brothers Fund, Surdna Foundation and AOak Foundation, announced the creation of the Clean Energy Initiative (CEI), a 
new non-profit project. In a letter sent to the nation’s leading foundations, the Anew non-profit project. In a letter sent to the nation’s leading foundations, the A

philanthropic founders of this initiative stated: 

“This project will investigate how to accelerate the commercialization and distribu-
tion of clean energy in the United States. The Clean Energy Initiative will explore 
the reasons why clean energy markets are not developing quickly, and will attempt 
to help create new opportunities to accelerate development. As one of its objectives, 
the Clean Energy Initiative seeks to understand what roles foundations, non-profits, 
and financing entities can play in advancing these efforts.” 

“Just as states are now embarking on new clean energy strategies, we believe 
foundations have new opportunities to explore emerging tools that can 
help them bring about change in clean energy markets. The options might 
include traditional grants as well as investments and related options. We 
know that our activities to date have not been sufficient. We know we need 
to do more to leverage private invest-
ment in the building of domestic clean 
energy markets.”1/

The initiative’s founders supported 
three non-profit organizations to explore these options 
with other US foundations and new state clean energy 
funds.2/  /  / Clean Energy Group (CEG), E+Co and The 
Reinvestment Fund (TRF) undertook a survey to gauge 
foundation and fund interest in joint investment 
opportunities in clean energy. 

Over the course of the last several months, they inter-
viewed officials from twenty-one (21) foundations.3/
The officials were asked about their experience with 
program related or other portfolio investments, their 
interest in new investment areas such as clean energy, 
and the circumstances that would influence their choice 
to invest in this area with state clean energy funds, or 
to collaborate in other mutually beneficial ways. 

“Foundations need 

to pursue ‘disruptive 

investing’—using their 

investment dollars to 

create new transfor-

mative change in 

energy.”

FOUNDATION OFFICIALFOUNDATION OFFICIALFOUNDATION OFFICIAL
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At the same time, state funds officials 
were brought into the conversation. 
Officials from funds in states such 
as Massachusetts, Pennsylvania and 
Connecticut were asked about their 
plans for investment in clean energy 
projects and companies. They were 
asked whether they would consider 
leveraging their public investment 
with foundation capital. (Although 
the key audiences for this report are 
foundations and state funds, other 
social investors should be interested 
in this approach).

Collaboration Proposed

This report summarizes results of the survey, and proposes a collaboration of state 
funds, foundations, and social investors to explore joint clean energy investments as 
well as other related opportunities. It may be that some founda-
tions are interested in joint investment, while others will consider 
some other form of joint activity. Still others will not find value 
in this effort. 

We want to start a conversation about the options that might be 
pursued. It should focus on fundamental barriers and specific 
investment opportunities, as well as other initiatives that might 
involve a combination of investment, grant or other forms of 
support. Based on that conversation, foundations, state funds 
and other investors could then make practical decisions about 
whether they want to pursue a range of common interventions, including potential 
collaborative investment. 

This report is designed to give state funds and social investors some basic information 
to decide whether such a conversation would be of mutual benefit. We propose several 
potential types of collaboration, but readers should only take these to be examples of those 
we consider worthy of discussion; real progress will come only after we meet and reach 
broad consensus on these or new avenues for collaboration. Given the urgent environ-
mental opportunities and problems identified here, we suggest that such a process 
should begin soon.

involve a combination of investment, grant or other forms of 

“Community development 

and clean energy funds could 

benefit from a central ‘bank’ 

that could make available 

additional capital to invest 

in local clean energy 

projects.”

STATE FUND OFFICIAL
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Elements of the Report

This report contains the following elements:

� A summary of current circumstances, barriers and opportunities 
facing clean energy in the United States. This assessment results 
from work through the CEI carried out by the Clean Energy Group, 
E+Co and The Reinvestment Fund based on extensive interviews 
conducted with foundations, state funds and investment profes-
sionals.

� A description of the characteristics for a possible collaboration 
between state clean energy funds, foundations, and social inves-
tors. This synthesis description grows from a desire by many of 
the parties interviewed to explore the potential of collaborative 
investment, which could be expanded to other social investors.

� A framework for moving forward. This framework presupposes 
that under certain conditions, a group of state funds, foundations 
and other social investors is prepared to engage in discussions 
about clean energy co-investment or other options. We suggest 
why this avenue might be of value, and why investment might be 
an option worth considering along with conventional grants. We 
describe the process for collaborating to positively effect change 
in clean energy.

This assessment results 

from work through the 

Clean Energy Initiative 

carried out by the Clean 

Energy Group, E+Co 

and The Reinvestment 

Fund based on extensive 

interviews conducted 

with foundations, state 

funds and investment 

professionals.
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CEI Summary: 
Findings and Recommendations 
for State Funds, Foundations and 
other Social Investors

� Current trends in clean energy development in the 
United States, with only a few exceptions, suggest 
the strong persistence of barriers to widespread implementation. To overcome those 
barriers, there is strong interest in a collaboration of state funds and foundations—
with the likely interest of other socially responsible investors—to accelerate sharing 
of knowledge and investment in clean energy companies and projects. 

� The mechanisms for such collaboration do not now exist; they must be created. Work 
to create these collaborative tools must satisfy the myriad interests that drive action 
at these private and public institutions, each with different missions, decision-making 
processes and unique risk and reward profiles. One such action could include joint 
investment; in addition to or in place of joint investment, foundations and funds could 
engage in other forms of collaborative activity, including grant or other conventional 
forms of support. Investment is not the only preferred result, although that option 
is the principal reason for this investigation. 

� Collaborative investment vehicles should allow for alternative types and forms of 
investments, ranging from one foundation investing with one state fund to a broader 
joint pool of state funds and capital from several foundations and other social investors. 

� Regardless of the specific structure, any agreed upon collaborative investment vehicle 
should share important characteristics: financial leverage; risk reduction and efficiency; 
flexibility; realistic return expectations and transparency; manageable scale and timing; 
support services to improve the quality of investments; and, market development 
activities to increase the impact of the collaboration. 

� It is proposed that a meeting of five to eight state funds and foundation representatives 
(as well as select social investors) take place during the next several months to deter-
mine if and how to move forward; co-chairs from respective investor communities should 
be designated; and preparatory work is needed to make the meeting successful.
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In early 2002, Rockefeller Brothers 
Fund, Surdna Foundation, and Oak 
Foundation launched a new project, 
the Clean Energy Initiative, with the 

Clean Energy Group (CEG), E+Co, and 
The Reinvestment Fund (TRF). This proj-
ect was designed to investigate how to 
accelerate the commercialization and dis-
tribution of clean energy in the United 
States. 

In particular, the Clean Energy Initiative 
was created to explore the reasons why 
clean energy markets are not developing 
quickly, and what could be done to help 
create new investment opportunities to 
accelerate development. As one of its ob-
jectives, the Clean Energy Initiative sought 
to understand what investment roles foun-
dations, non-profits, and financing enti-
ties could play in advancing these efforts. 

The project approached foundations 
and state funds with this challenge. With 
the demand for clean energy growing, and 
the need for new tools to solve pressing 
environmental problems like climate change, 
our assumption is that we are at a critical 
stage in clean energy market development.

States are now making significant 
investments in clean energy through pub-
lic funds dedicated to clean energy projects 
and market development. Twelve states 
now have such funding mechanisms. These 
state funds will generate over $3 billion in 
clean energy funding over the next decade. 
States with these clean energy investment 
funds are now looking for new investment 
partners. Some of the state funds would 
like to work with other investors, includ-

ing foundations, to combine public and 
philanthropic capital for clean energy. 

In January 2003, one such fund, the 
Massachusetts Renewable Energy Trust 
(MRET), announced the creation of the 
“Massachusetts Green Energy Fund.”4/
With the support of newly elected Governor 

Background of the 
Clean Energy Initiative

This project was 

designed to investigate 

how to accelerate the 

commercialization and 

distribution of clean 

energy in the United 

States. 
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Romney, MRET created a new $15 million 
debt and equity fund to be managed by 
an outside fund manager. The fund’s oper-
ating mission is to “provide seed and growth 
capital and management assistance to 
Massachusetts-based renewable energy 
businesses having significant potential 
for growth, job creation and equity 
appreciation.”

This new fund and an earlier fund 
created by TRF’s Sustainable Development 
Fund5/ represent a new model in which 
public money creates a privately managed 
fund to invest in clean energy businesses. 
This model represents a historic shift in 
the way we think about clean energy, a 
strategy that equates clean energy with 
sound economic development.6/ It is a new 
and profound direction that could influence 
environmental and energy policy for 
years to come. 

Most relevant to this CEI effort, the 
Massachusetts fund seeks investments from 
foundations and other socially responsible 
investors to leverage its public capital. 

This model rep-

resents a historic 

shift in the way we 

think about clean 

energy, a strategy 

that equates clean 

energy with sound 

economic devel-

opment.

“It is important that the fund achieve 
a track record of success in order to 
attract additional investment into its 
portfolio companies. That said, there 
are two ways the fund manager is 
expected to attract additional capital. 
The fund manager is expected to pro-
vide its best efforts to raise capital 
from non-traditional sources of financ-
ing to build up investment resources in 
the Massachusetts Green Energy Fund. 
This non-traditional source of capital 
can come from socially conscious 
investing institutions and individuals, 
as well as from Program Related 
Investments (PRI) resources of founda-
tions. In addition, the fund manager 
will be expected to leverage resources 
by attracting additional private invest-
ment within individual portfolio 
investments.”7/7/7

In addition to Massachusetts and 
Pennsylvania, other state funds are also 
looking for outside foundation partners to 
leverage their clean energy investment cap-
ital. This is a trend that could grow across 
the country, if willing philanthropic part-
ners were found. 

Through this CEI investigation, we 
learned that non-profit institutions and 
financial intermediaries are looking for 
new opportunities to invest in clean energy, 
if the conditions were appropriate. Just as 
states are now embarking on new clean 
energy strategies, foundations could bring 
about positive change beyond traditional 
grants, through investment activity and 
related options.

From the larger global perspective, the 
timing for this kind of action also seems 
right. There is a growing recognition that 
state-level actions are becoming increas-
ingly significant.

As with other major global problems, 

©
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a focus on practical, local solutions is an 
emerging international trend. From poverty 
alleviation to public finance, large-scale, 
top-down solutions often have proven 
disappointing. Targeted, local efforts have 
attracted a great deal of renewed interest 
as the key to more sustainable, durable 
progress. Academic disciplines are re-
adjusting their focus to understand the 
real problems in the field.

A recent article in the New York Times
on international global development 
described these contrasting approaches:

“Putting aside old, one-size-fits-all 
approaches to development, a new school 
of thought emphasizes more grassroots 
solutions.… To some extent, the field has 
been driven by abandoning big picture 
paradigms. The problems are different 
country to country and even region to 
region within countries. These big picture 
efforts are good for giving us inspiration, 
but probably not much good in making 
concrete progress within particular 
countries.”8/

This trend downward, toward problem-
solving at the state or local level, is becom-
ing one of the more interesting develop-
ments in the clean energy area. The clean 
energy efforts surveyed here—and the in-
vestment opportunities they present—
are part of this social trend.

These state clean energy programs do 
not rely on theoretical energy models or 
mega-solutions. If anything stands out, a 
hallmark is their connection to local mar-
ket conditions, industries and opportuni-
ties. Their focus is on market-responsive 
strategies. States address the barriers to 
clean energy markets—the lack of busi-
nesses, financing constraints, contracting 
difficulties—and try to create practical 
solutions to overcome those barriers.9/

With the new Massachusetts and Penn-
sylvania funds, states see clean energy as 

an economic development strategy. Jobs, 
business development, and investment in 
clean energy join environmental progress 
as state goals. 

To help solve these large clean energy 
problems through local, practical, invest-
ment oriented solutions, our survey of foun-
dations and funds asked several questions:

� Do you think there is an opportunity 
for foundations to make grants or in-
vestments in existing or new non-profit 
financial intermediaries to finance clean 
distributed generation and sustainable 
energy projects over multi-state regions?

� Has your foundation made investments 
in clean energy development or in other 
environmentally or socially responsible 
market mechanisms? If so, what have 
you learned from such investments? 
What has worked and what has not?

� Are you considering investing in clean 
energy? If so, what information is need-
ed to explore that opportunity more 
actively? If not, why not, and are there 
ways to encourage such interest? 

This trend 

downward, toward 

problem-solving 

at the state or local 

level, is becoming 

one of the more 

interesting develop-

ments in the clean 

energy area. 

© NREL
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Clean Energy Market 
Assessment

Negative Trends
Many barriers to clean energy implementation in the United 
States persist, and arguably are getting higher. The well-known 
barriers faced by the clean energy industry are listed below. 
We are entering a period where certain additional negative 
trends are at work:

� Pro-domestic fossil fuel energy security arguments 
carry substantial countervailing weight. 

� International greenhouse gas agreements cannot be considered a US market driver. 

� Independent energy companies must improve their financial positions by 
lowering debt or raising cash, not by expanding activity. 

� The prospects for limited economic growth in the US reinforce the 
attractiveness of the business-as-usual energy system.

� Philanthropy faces a period of financial constraint.

� Capital from conventional energy investors is being largely absorbed to 
fund attractively priced transfers of existing assets. 

� Energy has been re-positioned as an “adequacy of supply” issue rather 
than an environmental one.

Positive Trends
Working to offset these “negative” trends are a few positive factors yielding 
distinct opportunities:

� Individual states have made commitments to clean energy development funds. A few of these states are 
aggressively seeking these and other policy strategies that create win-win (clean energy and economic 
development) outcomes. 

� Selected products—wind, fuel cells, solar PV—are nearing commercial critical mass in niche market 
applications. 

� The energy “independence” of home grown clean energy could become a powerful organizing principle 
to build markets in a security-conscious world. 

� Opinion leaders at the sub-federal level in the US and Europe are showing increased interest in working 
together on market building and clean energy efforts.

� Within the fiscal constraints being faced, some US foundations are refining their climate change agendas 
to encompass the promotion of market-driven investments in the energy sector at the regional, state 
and local level.

� There is a nascent movement to “reinvent” clean energy advocacy toward smarter technological, market 
and policy experimentation—with foundations expanding the tools available to effect change.

The Big Five
Business-As-Usual Barriers

• High Cost

• Technical Constraints

• Information Gaps

• Immature Market 
Infrastructure

• Uncertain Regulatory 
Framework
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This report now turns to the barriers 
to action, the views from foundations and 
state funds about what is needed for a 
successful collaboration, and recommen-
dations for moving forward together.

We try to chart a 

path toward collab-

orative strategies 

among foundations, 

state funds and other 

investors to bring 

about long term 

and durable envi-

ronmental improve-

ment through clean 

energy investment.

This report is intended to begin to 
answer those questions. We try to chart a 
path toward collaborative strategies among 
foundations, state funds and other inves-
tors to bring about long term and durable 
environmental improvement through 
clean energy investment. 

Because of foundations’ current in-
volvement in grant making in the energy 
area, we take as a given that foundations 
will continue their involvement in clean 
energy philanthropy. We do not underesti-
mate the benefits of a conversation about 
new and expanded philanthropy in these 
areas, given the new partnership possi-
bilities with state funds. 

However, while we do not presuppose 
that foundations would also pursue a joint 
investment role, we do spend most of this 
report exploring that new opportunity, if 
only because it is such a new model for 
foundations to consider. During future 
conversations that we plan to engender 
through this report, we hope to discuss 
not only new grant areas but also invest-
ment options. In the process, if we are 
successful, we could create new models 
for how foundations and other partners 
advance a cleaner energy system with 
less environmental impact. 
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To test the viability of these “posi-
tive” and “negative” energy in-
dustry trends, we interviewed 
key clean energy investors for 

their perspectives.10/ Their views con-
firmed these industry directions:

� In the last five years, there has been a 
massive investment in conventional gen-
eration capacity in the US and in Europe, 
primarily in combined-cycle, natural 
gas systems. The result is capacity over-
build, and downward pressure on energy 
prices that is expected to last for the 
next 2–10 years. 

� As a result, industry analysts agree that 
clean energy could be the most significant 
growth sector in the medium term for 
US and European generation and energy 
investment markets, increasing 5–10 
times faster than the fossil fuel sector.11/

Industry analysts 

agree that clean 

energy could be 

the most significant 

growth sector in the 

medium term for 

US and European 

generation and 

energy investment 

markets, increasing 

5–10 times faster 

than the fossil 

fuel sector.

� If this assessment is accurate, investments 
in clean energy could be the most active 
segment of the next wave of power 
sector expansion in the next decade. 

� This seems to be borne out most recently 
with the accelerating development of the 
US wind market. US installation of new 
wind power has risen from virtually zero 
in the early 1990s to over 1600 mega-
watts of installed capacity in 2001. Many 
new projects are under development, 
although most are heavily dependent on 
continuation of the federal Production 
Tax Credit.

� Whether other central generation projects 
(biomass, solar) follow wind’s impres-
sive lead will depend less on their tech-
nical effectiveness and more on (a) the 
availability of similar favorable regu-
latory treatment under various state 
and federal renewable requirements; 
(b) the growth of green power markets 
and utility green offerings; (c) new state 
“climate change” or renewable port-
folio standards (RPS) commitments; 
(d) the success of various state clean 
energy funds described elsewhere in 
this report; and (e) bringing down 
comparative costs. 

� Another major market opportunity is 
“distributed energy”—customer sited 
energy projects where customers 1) 
demand power quality, security, cogen-
eration of heat or other site-specific 
needs, and 2) are able to make use 

Clean Energy 
Investor Perspective
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of otherwise wasted energy resources 
(landfill methane, for example). These 
are value-driven markets based on cus-
tomer economics, not tied directly to 
regulatory or political actions. 

� Demand for distributed energy is now 
satisfied by less-clean technologies such 
as diesel generators, gas turbines, com-
bined heat and power or other combus-
tion technologies. [Note that even in 
these cases, such technologies can have 
lower overall carbon emissions profiles 
than existing central power, as they are 
located close to the load and avoid trans-
mission losses.] Over time, it is expected 
that cleaner distributed technologies 
such as solar, fuel cells and other similar 
systems could begin to penetrate these 
markets at significant levels. This will 
occur for many reasons, including tech-
nology improvement and energy security 
policy issues, but one of the key drivers 
will be the tightening of air quality limits 
on the use of combustion generators in 
the major areas of the country that are 
in violation of the federal Clean Air Act. 

� Industry analysts expect the distributed 
energy market to grow substantially 
over the next decade. In particular, if 
one looks at the overlap of areas in 
violation of the Clean Air Act where 
energy demand is increasing, the North-
eastern third of the country and Califor-
nia are prime areas for greater invest-
ment in distributed energy technology. 

� This demand scenario has pushed 
equity players in the energy sector to 
double direct investments in key dis-
tributed energy technologies in 2002, 
with the focus mostly on commercial 
applications.12/

� In the European setting, where current 
climate change commitments are an in-
dication of the investment picture that 
could face the US in the future if and 
when climate activities increase, we see 
calls for more attention to distributed 
energy as a means to achieve various 
greenhouse gas mandates.

� In one case, the UK Carbon Trust13/, the 
British non-profit agency set up to invest 
in low-carbon technologies using the UK 
carbon tax, the principal technologies 
targeted for potential investment include 
fuel cells, typically in a distributed 
energy setting, hydrogen infrastructure 
investments and energy efficiency.

� Having reported this potential positive 
picture, the market is not without signi-
ficant complicating factors. Renewable 
energy, especially central generation 
wind and similar technologies, is particu-
larly dependent on policy support and 

Over time, it is 

expected that 

cleaner distributed 

technologies such 

as solar, fuel cells 

and other similar 

systems could begin 

to penetrate these 

markets at signifi-

cant levels.
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public funding. In addition, in many cases, 
historical regulatory structures that protect 
the ongoing power of utilities combine 
to thwart the growth of the clean, distrib-
uted energy industry. It is also true that 
there are technological improvements 
needed in fuel cells and related storage 
mechanisms to overcome customer con-
cerns. Moreover, the higher cost of clean 
energy, compared to conventional fossil 
power, remains a major market impediment. 

� One of the principal investor challenges 
is to aggregate deal flow from the typi-
cally smaller-sized clean energy projects, 
to bring in sufficient number of quality 
projects in aggregated scale to optimize 
the allocations of capital across these 
new energy ventures. Many investors 
are now exploring different investment 
vehicles to overcome these early mar-
ket problems. 

� But despite these challenges, the com-
bination of market, policy and public 
pressure suggests that we might be ap-

proaching one of those historical periods 
when a major market and investment 
shift is occurring. Clean energy could 
be a large market growth opportunity 
over the next decade both in the US and 
in Europe. While uncertainties will remain 
about which market segments are most 
likely to achieve the most rapid growth 
and in which time frames, achieving 
greater greenhouse gas reductions in-
evitably will necessitate greater investment 
in clean energy. 

� Given the opportunities and obstacles, 
many key investors are adopting a highly 
conservative, “wait and see” approach 
to the sector. But a few pioneering firms 
are already working with a flexible in-
vestment strategy to build a portfolio of 
clean energy technologies and companies. 
These include: (1) on-grid wind, bio-
mass, geothermal plants; (2) distributed 
generation in the power quality and 
reliability area; (3) combined heat and 
power; and (4) landfill gas and related 
projects.14/

The combination 

of market, policy  

and public pressure 

suggests that we 

might be approach-

ing one of those  

historical periods 

when a major mar-

ket and investment  

shift is occurring. ©
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Against this industry and in-Against this industry and in-Avestment background, we inter-Avestment background, we inter-Aviewed foundations and state Aviewed foundations and state Afund officials about possible Afund officials about possible A
collaborative investment approaches in 
clean energy.

State funds and foundations expressed 
interest in various forms of collaboration 
that would accelerate clean energy invest-
ment. But it was less clear what each party 
saw as the essential characteristics of such 
collaboration, or how joint investment 
could be structured.15/

“We should act”
The notion that foundations should 

look seriously at clean energy investment 
to bring about global environmental change 
is a new one. It comes about largely be-
cause the new group of state funds did 
not exist until a few years ago. There are 
now new opportunities for foundations to 
effect social change with these public inves-
tors. As a result, no one has ever proposed 
this set of options before, and few had 
easy answers about how they could 
work together.

However, overall, there was a remark-
able degree of excitement for developing 
strategies to bring about this investment 
collaboration. 

Many funds and foundations seem 
to have reached the same conclusion: if 
we could figure out how to do joint invest-
ments in ways that work for our respec-
tive institutional missions, we should. 

Our assessment is that a group of five 
to eight state funds and foundations have 
sufficient interest in this approach to jus-
tify the development of a model for joint 

Many funds and 

foundations seem 

to have reached the 

same conclusion: 

if we could figure 

out how to do joint 

investments in ways 

that work for our 

respective institu-

tional missions, 

we should. 

investment. Such a partnership could, over 
time, also be useful to a broader group 
of institutions that do not believe this area 
is one they want to explore at this time.16/ 
And, this effort could enlist other national 
foundations, local or regional foundations, 
and other socially responsible investors to 
support joint investment with state funds 
as an attractive option. 

During our survey, the following basic 
question was addressed to a cross-section 
of state funds, foundations and profes-
sional investors:

“Under what circumstances would 
state funds and charitable foundations 
collaborate to make joint clean energy 
investments?”

Interest in Collaboration 
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Foundation Comments
The reactions from foundations 

are represented by the following remarks, 
paraphrased here:

“Investments with state funds could be an 
interesting place for foundations to arrive 
at a comfort level of investment, with fund 
managers who have a track record, for a 
limited period of time, perhaps five years. 
This could be a strong value proposition.” 

“New organizations with business, invest-
ment and policy skills are needed in the 
clean energy area; if such an organization 
could create a new investment pool of $40 
million or so, with a lower rate of return 
(3%), hitting the double bottom line (finan-
cial and social returns), which would 
bring about significant market activity, 
foundations should be interested.”

“This activity could create a new toolkit 
for foundations beyond conventional grant 
making. Right now, we do not have all 
the tools we need to meet the problems.”

“Foundations are much more likely to 
act if they act together—we need to create 
breakthrough activities that solve problems 
through some combination of business 
and philanthropy.” 

“We need to make the case for this effort 
—there’s a new problem to be solved (clean 
energy); there’s a new solution (state funds, 
markets and foundations); but these solu-
tions are underfinanced and there’s a lack 
of coordination and participation by funds 
and foundations serving as joint investors. 
We need bold new approaches to solving 
these pressing global problems.”

“Individual PRIs can be painful to do, and 
we have had unfortunate experiences with 
them. We do not have the expertise to 
make smart investment decisions on our 
own. But if we had partners with expertise 
like state funds, we could be more inter-
ested in joint investment.”

“Foundations need to pursue ‘disruptive 
investing’—using their investment dollars 
to create new transformative change.” 

“To date, no one has made it easy for 
foundations to do this—foundations need 
a ‘comfort structure’ to reduce the risk in 
such investments.”  

“We have done ‘gold plated PRIs’ in land 
deals for conservation. We would need to 
make some significant decisions to take 
on more risk.” 

“Foundations 

need to pursue 

‘disruptive invest-

ing’—using their 

investment dollars 

to create new 

transformative 

change.”
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“For any portfolio investment, we need 
much more specificity about the nature 
of the investment.” 

 “Going it alone with a foundation invest-
ment in a single state fund might be too 
politically risky, given the dynamics of 
local politics influencing fund decisions 
by states. A pooled approach of several 
states and foundations that reduces this 
political risk of single-state funding might 
be more attractive. A dispassionate invest-
ment process not linked to any political 
entity is best.” 

“This could be an interesting way for 
foundations in the same state or region 
to act together on clean energy with state 
funds in the area. It could be an organiz-
ing principle for joint philanthropy that 
serves economic development.” 

“Clean energy is on the horizon. Our 
foundation should be doing this. A pooled 
approach is preferable.” 

“We are making foundation investments 
in forestry protection. We should be mak-
ing the move to making investments in 
clean energy.” 

“We are interested in economic develop-
ment investment opportunities that over-
lap with environmental protection. This 
seems like a good community-based 
approach to link those goals.” 

“We have an interest in early stage tech-
nologies to take advantage of increased 
demand for clean energy. But the key 
issue is that we would have to co-invest 
with another entity that had substantial 
experience with due diligence. Perhaps 
state funds could pass that bar, although 

it would be better to have private fund 
venture capital expertise involved as well. 
A pooled fund approach, with state funds 
and private fund management expertise, 
could get us over those hurdles.” 

 “Foundations are now looking for a high 
degree of certainty in their investments 
given the market declines. However, per-
haps lower, more certain returns are the 
right approach in this market.” 

“In any case, foundations should be inter-
ested in grants to advance this notion, to 
go alongside with investments by other 
foundations; a portfolio approach to foun-
dation investments and grants is needed.”

“Clean energy 

is on the horizon. 

Our foundation 

should be doing 

this. A pooled 

approach is 

preferable.” 
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State Funder Comments
From our discussion with a group of 

state fund managers, we heard the follow-
ing observations, again paraphrased:

“We would be interested in leveraging our 
public dollars with foundation investment 
if an appropriate match were found.”

“We are concerned about any “pooled in-
vestments” either of state funds or foun-
dations, since we are unlikely to put our 
capital into the hands of third parties.”

“Perhaps local foundations interested in 
matching their investments on a one-to- 
one basis with state funds would be an 
appropriate approach.”

“A pooled investment of funds and foun-
dations is worth exploring, since we would 
like to leverage our work with other state 
funds, and see a value in a non-profit inter-
mediary to serve some support funtions.” 

“Community development and clean 
energy funds could benefit from a central 
‘bank’ that could make available addition-
al capital to invest in local clean energy 
projects.” 

“While we have competitive economic 
differences, there should be some common-
ality to this direction.” 

“To avoid duplication of numerous ser-
vices needed to perform due diligence and 
related functions, it would make sense to 
create some joint institution to support 
our actions.”

“Other than foundations, we need to 
bring in other private investors, including 
the social investment network.” 

“This is a complicated story, with new 
funds figuring out how to create invest-
ment arms along with their program func-
tions; at the same time, it would be timely 
to share this learning process with founda-
tion leaders in clean energy. We are in this 
together, and we could learn from each 
other about how to build this market.”

Conclusions to Proceed
These generally positive reactions from 

foundations and continuing conversations 
with state fund managers lead to some 
inescapable conclusions about the oppor-
tunities present in this area. At the same 
time, the negative reactions pose challeng-
es that this effort must overcome to be 
successful.

The next section summarizes the range 
of foundation tools available to take advan-
tage of the opportunities and then meet 
the challenges ahead.

“While we 

have competitive 

economic differences, 

there should be 

some commonality 

to this direction.”
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Foundations can employ a 
variety of tools to influence the 
energy sector. In the US energy 
sector, the principal tools re-

ceiving foundation support include, among 
many others: (1) policy advocacy (influenc-
ing public policy through intermediaries 
who promote either public purpose pro-
grams, utility or state sponsored incentives, 
or mandated requirements—e.g., portfolio 
standards); (2) education (promoting the 
benefits of clean energy, energy efficiency); 
or, (3) direct assistance to the poor (fuel 
purchase and weatherization).

With the advent of more innovative 
state fund mandates, the opportunity may 
exist for the foundation community to 
become more active in bridging the gap 
between the purely philanthropic and the 
purely commercial in ways that go beyond 
—or at least supplement—these and other 
more conventional tools. 

The “space” (as venture capitalists 
like to call it) between the purely charitable 
and the purely commercial is quite wide 
(Figure 1). It occupies the territory bounded 
on one side by gifts and 100% grant activi-
ties such as consumer and youth education, 
policy advocacy and direct assistance to the 
poor. Its other boundary consists of private 
sector-financed investments and commercial 
finance, as well as all the related tools such 
as insurance and risk management techniques 
(e.g., guaranteed maximum price engineer-
ing, procurement and construction contracts).

In between are numerous activities 
neither pure grant in nature nor pure com-
mercial investment. In this space there are 

With the advent of 

more innovative state 

fund mandates, the 

opportunity may 

exist for the foundation 

community to become 

more active in bridging 

the gap between the 

purely philanthropic 

and the purely 

commercial.

Foundation Options 
for Collaboration

numerous charitable purposes that can be 
satisfied by techniques other than tradi-
tional grant making. While this is new in 
many respects to the US energy sector, it is 
well-trodden ground for other sectors (such 
as community development and housing).17/ 17/ 17

It is this experience that offers new possi-
bilities for the exploration of joint activities 
between foundations, state clean energy 
funds and other social investors.18/

Figure 1 illustrates the continuum 
between the purely grant oriented and the 
purely commercial. It suggests a variety of 
interventions, including direct subsidies to 
stimulate a market (by encouraging new 
customers, new competitors or cost reduc-
tions)—subsidies that are expected to be 
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temporary in nature and “smart” (versus 
market distorting) in implementation. These 
subsidies can be direct (e.g., a production 
credit, investment tax credit or customer 
rebate) or (as we move along the continu-
um) in the form of development assistance 
or specialized programs. Such specialized 
programs have the same objective as direct 
subsidies: to encourage new entrants in the 
marketplace (new companies or technolo-
gies or other interventions within a market 
area, new companies coming to a previous-
ly unserved or under-served market area).

Whether through direct subsidy or the 
provision of specialized services, the criterion 
by which to measure the public and chari-
table purpose achieved (and thus the crite-
rion by which foundations must evaluate 
the appropriate level of involvement) is the 
same. That is, does the activity supported 
have an environmental, developmental or 
poverty alleviation benefit that more than 
justifies the commitment of scarce resourc-
es or does the cost substantially outweigh 
the direct, private benefit to the recipient?

Sometimes the barrier to new entrants 
does not require subsidy or direct develop-
ment assistance. Sometimes the problem is 

Types of Interventions
From Public to Private Purpose

Figure 1

Development
Public Sector

Commercial
Private Sector

Gifts and Grants
Subsidies

  Development Assistance & Specialized Programs
   Concessionary Loans & Micro-credit
     Entrepreneur Equity
      Customer Down-payments & Supplier Credit
       Commercial Loans, Investment, Insurance & Guarantees
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the state clean 

energy funds.

not one of cost but of access to resources. 
A concessionary loan may have the same 
cost as a commercial one but the recipient 
may lack access to the commercial loan. 
Lack of track record, newness of technol-
ogy, newness of market, lack of collateral 
—all represent barriers to entry. Assistance 
could improve the quantity or quality of 
energy being produced and consumed.  
Micro-credit and so-called “soft” window 
investments in companies can also provide 
access to financial resources.

What are some of the tools founda-
tions (and foundation-state fund alliances) 
could bring to the space between pure grant 
making and pure commercial investment?  

� Dissemination and promotion 
of information on market entry 
opportunities.

� Training and tools to assist market 
entrants.

� Cost sharing of or access to market 
penetration studies and preparation.

� Assistance with project planning and 
the encouragement of new entrants 
to become interested.

� Assistance with business plan and 
investment proposal preparation.
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� Accessible credit lines for new 
entrants or for customers.

� Access to interested investors 
or lenders.

What are some of the purposes to be 
achieved by such interventions?

� New entrants to stimulate competi-
tion and greater product access for 
the public.

� Cleaner air, water and global 
commons.

� Economic opportunity (creation 
of jobs, investment and taxes).

� Poverty alleviation and access to ser-
vices by the presently under-served.

Having listed these potential interven-
tions, there are good arguments for taking 

such actions. What are some of the argu-
ments for an intervention?

� Clearly defined technological, 
participant, information or inter-
mediation gaps.

� Too little interest by conventional 
investors and lenders in an otherwise 
significant public purpose opportunity.

� Insufficient access to finance by 
potential customers and entrants.

� Creation of economic opportunity.

This report is designed to encourage 
foundations and others to join a conversa-
tion about the arguments for these inter-
ventions and whether they want to use 
these new tools with new partners, the 
state clean energy funds.

C
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Out of the range of these pos-
sible tools, we now focus on 
potential joint investment. 
Based upon these industry, 

investor, state funds and foundation per-
spectives, we identified several distinct 
elements of any successful investment col-
laboration between state funds and other 
social investors.

Characteristic No. 1: 
Financial Leverage, Risk Reduction 
and Efficiency

There exists a general interest in 
increasing the amount of financing avail-
able, sharing the costs and spreading the 
risks of investing in clean energy. 

Of course, this investment does not 
mean collaboration will be easy to design. 
Beyond confirming general investment 
interest, determining what vehicle to use 
to bring about those benefits and satisfy 

Based upon these 

industry, investor, 

state funds and 

foundation perspec-

tives, we identified 

several distinct 

elements of any 

successful invest-

ment collaboration 

between state funds 

and other social 

investors.

Characteristics of 
Proposed Collaboration

the various interests of foundation and 
funds remains the major challenge.

Pooled Investment

One option discussed was the possibili-
ty of multiple entities either joining forces 
in an investment pool or co-investing “side- 
by-side” on the basis of pre-agreed under-
writing criteria. This could be accomplished 
through a multi-state or regional collabor-
ative of state funds. Or it could be a vehi-
cle where foundations invest one-on-one 
with one or more state funds. Either is a 
possible way that public and philanthropic 
capital could be leveraged to create a larg-
er clean energy market. 

In the case of the “pooled” approach, 
one entity—existing or new—could manage 
the process for a number of entities, bring-
ing specialized expertise to the joint activity 
(highlighting a consensus that with the ex-
ception of technology development trans-
actions, there exists very limited expertise 
in actually making investments in and 
providing services to clean energy com-
panies and projects and that such exper-
tise is quite specialized).19/

Discussions with some state fund 
officials emphasized the possible advan-
tages of such a joint effort. These include 
efficiency in investment identification, 
screening, approval, asset and portfolio 
management, and the potential of co-
financing and risk sharing. It seems that 
some of the state funds are seeking all of 
these collaborative advantages, while others 
may want primarily to share leads and be 
able to co-invest with other state funds.   
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There are of course limits to such collabo-
ration (normal interstate competition for 
economic development activity, a lack of 
flexibility in authorizing statutes, a wide 
diversity of in-house investing and lending 
capacity among state funds). But there 
was general agreement that clear advan-
tages might emerge through a merger of 
public and foundation investment.

Single State Model

On the other hand, some funds are 
not interested in any joint investment with 
other state funds. They would prefer a 
state-specific investment fund, such as the 
Massachusetts Renewable Energy Fund 
noted earlier in this report. In that case, 
foundations could still be approached to 
match investments with a single state fund, 
or with multiple funds, but not through 
any shared vehicle. However, in that case, 
the benefits of shared investment, and the 
preferences for foundations in the risk 
reduction role of pooled investments, as 
noted next, would not be optimized. 

Foundation Interests

Foundations were particularly interest-
ed in three benefits of investment collabo-
ration with state funds: 
1. Decision-making on investments that 

takes account of a broad range of 
opportunities, professionally vetted and 
independent of partisan politics or 
favoritism.

2. The possibility to achieve public benefits 
across larger geographic areas.

3. Incorporation of support activities 
(public education, market building) that 
increases the likelihood of a more systemic 
societal change.

Both funds and foundations are look-
ing for new vehicles through which joint 
investments can be made. Whether those 

vehicles allow for several funds to work 
together, for several foundations to co-
invest with funds, for private investors to 
participate, or for single funds to leverage 
public dollars with one foundation is of 
little consequence. If financial products on 
a regional basis make sense, that should 
be pursued. If a single state model is of 
value that is an equally acceptable alterna-
tive. Each could complement the other.20/

In any case, the terms and conditions 
for joint activity must be established to 
allow for any combination of beneficial 
joint action to take place. 

Characteristic No. 2: 
Flexibility

To accommodate diverse interests, any 
investment effort must be flexible enough 
to address a menu of needs and objectives. 

State Interest

States are seeking their particular ver-
sions of the Triple Bottom Line (financial, 
social-economic, and environmental 
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returns). For some states, that might in-
volve only investing in state or regionally- 
based clean kilowatts delivering clean kilo-
watt-hours to local ratepayers. For others 
the mandate may be to create clean kilo-
watt-hours and stimulate jobs and invest-
ment related to clean energy manufacture, 
service or finance. For still others, success 
might allow the stimulation of new mar-
kets outside the state that add expertise, 
jobs, investment, wealth and taxes by 
growing a corporate venture or financing 
function. It is within the menu of these dif-
ferences that common ground and a flexi-
ble structure need to be found.

Foundation Interests

Foundations want these activities to 
cause a fundamental shift in how the US 
produces and consumes energy. From an 
investment perspective, it is important 
for foundations to reduce transaction risks 
through a collaborative effort, and to find 
an agent with a sufficient track record 
and experience to shift the burden of eval-
uating project risks and rewards. Which 

There was 

universal recog-

nition that any 

investment in 

clean energy is 

not a purely com-

mercial activity. 

vehicle—single state or pooled—serves 
those interests will determine whether they 
would make the ultimate decision to join 
in an investment with a state fund. 

If structured properly, a vehicle with 
expertise and skills in clean energy invest-
ment also could bring to foundations a 
valuable new resource to assess clean ener-
gy philanthropic endeavors. That is, foun-
dations could use this investment vehicle 
as a learning tool to educate themselves 
about other clean energy opportunities 
for philanthropic activity. 

Overall, the implementation of this 
new effort must prove itself capable of 
dismantling the critical barriers to achiev-
ing replication, not simply creating an in-
vestment portfolio. At the same time it 
must serve the critical institutional needs 
of foundations for broad-based environ-
mental improvement, risk reduction, 
simplicity, education and investment 
security.21/

Characteristic No. 3: 
Realistic Return Expectations, 
Transparency

There was universal recognition that 
any investment in clean energy is not a 
purely commercial activity. 

Single Digit Returns

Return and risk expectations must 
accept the immaturity of the market and 
the barriers to be cleared. The landscape 
is littered with representations that high 
teen and low twenty percent returns on 
equity and “belts and suspenders” project 
financed debt are appropriate to this sector. 
The reality is quite different, especially if 
viewed through the lens of an equity in-
vestor requiring a clear exit strategy.

Social investment returns in the single 
digit range are the appropriate targets 
for this stage of the clean energy market. 
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Given this unique market, traditional 
credit investment or venture capital criteria 
will not be satisfied. This means that while 
the same due diligence requirements must 
be rigorously met, the underlying standards 
for evaluating projects will be different 
from conventional venture capital. Through 
the collaborative approach discussed here, 
foundations and state funds could work 
together to develop shared standards for 
these investments.

For a collaboration to succeed there 
must be clear, transparent agreement on the 
different metrics to be employed to evaluate 
investments in this market, as well as the 
services to be provided and costs to be 
absorbed outside the investment envelope.

Characteristic No. 4: 
Scale and Diversity 
of Investment

Investment in clean energy is generally 
viewed as involving the provision of seed 
and growth capital to a mix of companies 
and projects that meet the objectives of 
the states, foundations or other social 
investors.22/

Specific Terms

Founding investors in a collaborative 
would expect to set the standards, investment 
guidelines and management structure and 
create a framework that allows expansion 
in the future. Important here would be ad-
vance agreement on the portfolio to be as-
sembled; specifically, what portion of the 
portfolio would be in traditional investments 
(e.g., grid connected wind farm) versus more 
“pioneering” clean energy companies and 
projects (e.g., first of a kind stationary fuel 
cell installations for assured power).

Again, it is unclear about whether a 
new mechanism or some other less formal 
structure would be the best way to accom-
plish these goals.

For a collaboration 
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Investments Ends

To underscore this point, it will be 
important to make decisions about the 
investment ends—project finance or com-
pany investments, or some combination 
of the two approaches. In some cases, it 
may be necessary to make the decision 
that the investment vehicle uses both.

In either case, it is important to note 
that we propose consideration of foun-
dation investments from both program-
related (grant) investments, as well as 
from the portfolio side of foundations. 
In the case of portfolio investments, new 
challenges are presented, including how 
such investments could satisfy traditional 
investment criteria. 

Level of Investment 

“Critical mass” was deemed to be 
a reasonable amount that three to five to 
eight participants could achieve. A num-
ber of possibilities exist about the amount 
of capital needed. 



26  Report on Joint Investments • J U LY  2 0 0 3 27

Through an incremental approach, a 
state fund might have an interest in bring-
ing $1 to $3 million (or a similar modest 
level) in additional capital from foundations 
to co-invest with the state funds’ portfolio. 

A combination of local or 
regional foundations could 
pool investment to reach 
that level. 
  A more aggressive ap-
proach would raise more 
foundation investments. 
Some figures cited involved 
a total investment pool of 
$30 to $50 million. The 
underlying principles would 
be investments that yield 
agreed-to levels of financial 
return, socio-economic 
dividends and environ-
mental benefits. 
  Obviously, some com-
bination of incremental 
and aggressive approaches 
could be achieved. How to 
test foundation interest in 
these approaches is a criti-

cal feature of the conversation we plan to 
have with foundations and state funds. 

Additional Non-Investment 

Support Needed

However, it was felt that to identify, 
nurture and successfully invest in certain 
companies and projects—companies and 
projects that could essentially redefine the 
clean energy landscape—additional non-
investment support is required.

That is, even with foundation invest-
ment, it seems necessary to consider ex-
panded grant-related activity to bring about 
these joint investments. Such “soft” sup-
port is important to help both foundations 
and funds act more constructively together. 

Characteristic No. 5: 
Support Services

Therefore, almost without regard to 
whether foundations and state funds co- 
invest, there is a need for additional support 
services. There is a benefit to creating a 
greater pool of energy projects and to pro-
vide expert services to bring about better 
public and philanthropic decisions on 
clean energy market development, invest-
ment, and implementation. 

This section sets out some tentative 
opportunities for increased grant related 
activity from foundations.

Create Pipeline

Enterprise and project support services 
would involve the provision of tools, 
training and business development services 
and the development of a pipeline for the 
investment “window.” An adequate invest-
ment pipeline for this effort is not going 
to come “over the transom” via unsolicit-
ed proposals or responses to requests for 
proposals. Substantial preparatory work is 
going to be required in many instances, as 
is usually the case with innovative, public 
benefit investing.23/ This might be especial-
ly true for “pioneering” projects and com-
panies.24/

Best Practices

Activities in this category would seek 
out, test and disseminate best practices in 
the growth of clean energy enterprises as 
progress is made. Support services could 
involve a variety of assistance to companies 
and projects (See box, left).

Capacity Building

Either through existing or new organi-
zations, state funds and foundations could 
use capacity building in these areas, with 
expertise possibly shared over a larger 
regional area. A central organization 

Examples 
of Support Services

• Technical assistance in 
siting and interconnection.

• Market analysis and 
forecasting.

• Investment proposal  
and project information 
memorandum preparation.

• Financial analysis and 
negotiation with suppliers, 
lenders and others.

• Documentation for 
regulatory and siting 
purposes.

• Independent evaluations.
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could serve as a conduit to provide tech-
nical assistance to funds and foundations, 
educated by local conditions.

Some of this collaborative work will 
be undertaken with state funds through 
the Clean Energy States Alliance (CESA)25/, 
a new non-profit organization, that will 
assume much of the state funds work 
undertaken by Clean Energy Group26/ and 
its Clean Energy Fund Network (CEFN). 
A series of cooperative, state fund activi-
ties and projects are planned through this 
new organization.

Characteristic No. 6: 
Market Development

To round out the potential for collabo-
ration, it has been suggested that advocat-
ing for effective change in the clean energy 
marketplace can pay substantial dividends. 
This would include information develop-
ment as well as policy and regulatory re-
form directly linked to market expansion 
and investment implementation. 

Transfer of Market Knowledge

The underlying principle here would be 

The underlying 

principle here would 

be to accelerate 

the maturing of the 

clean energy market, 

sharing lessons 

learned and best 

practices among 
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to accelerate the maturing of the clean ener-
gy market, sharing lessons learned and best 
practices among active participants. 

Identifying and sharing best practices 
not only among states in America, but 
with European and overseas experts—
increasing the size of the intellectual, not 
to mention commercial, envelope—is one 
example. This work—largely the transfer 
of practical market knowledge—would be 
intended to complement and support local 
and state market development efforts, pro-
ducing practical benefits rather than trying 
to substitute for any existing state programs. 

This is an area where a central organi-
zation could serve important objectives shared 
by both funds and foundations.27/ For this 27/ For this 27

reason, the market development function 
should offer participating states, founda-
tions and social investors a menu of oppor-
tunities for local interpretation and partic-
ipation, rather than a “one-size-fits-all” 
prescription.

In either case, this function is critical 
to expand the range of clean energy activi-
ty for all social investors—whether or not 
co-investment options are explored.
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With these principles in 
mind, we offer some 
alternative structural 
models from other public 

benefit areas. These could serve as exam-
ples of how state funds, foundations and 
other investors could invest and work 
together on clean energy.

Retain specialized clean energy project 

investment expertise to screen, groom, 

structure and present enterprise or 

project investment opportunities to a 

group of collaborating investors under 

a formal mechanism. E+Co and the Solar 
Development Group (SDG) are examples 
of this arrangement. E+Co manages funds 
on behalf of lenders and donors, under 
agreed-to investment criteria. Some are 
commingled, some are segregated (e.g., 
the Multilateral Investment Facility man-
aged by E+Co). SDG is two related orga-
nizations: Solar Development Foundation, 
a non-profit that tees up investments in 
solar companies and Solar Development 
Capital, which makes commercial invest-
ments. The Renewable Energy and Energy 
Efficiency Fund (REEF) was also a fund 
organized around specialized expertise 
(large, grid-connected; small, grid-con-
nected; off-grid and efficiency). Despite its 
shortened life as a fund (which resulted 
primarily from broader emerging market 
risk perceptions), REEF is still a valid 
model of a market development mecha-
nism to invest in clean energy (combining 
soft and commercial return expectations 
with project/enterprise development services).

We offer some 

alternative structural 

models from other 

public benefit areas. 

These could serve 

as examples of how 

state funds, founda-

tions and other in-

vestors could work 

together on clean 

energy.

Potential 
Collaborative Structures

Grant Funded Equity. Under this approach, 
a foundation or number of foundations 
provide grant funding to a newly estab-
lished non-profit investment fund. It would 
focus on clean energy. The fund would be 
managed by professional managers and 
program experts for capital preservation. 
The fund could be used for solutions using 
a variety of investment tools, from grants 
to loans to equity. This innovative “ven-
ture philanthropy” concept has been ad-
vanced by the non-profit Conservation 
and Community Investment Forum to give 
foundations new tools in other social 
change areas.28/
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Create for profit investment fund with 

non-profit partner. The Nature Conser-
vancy, a non-profit organization, created 
a for-profit investment fund, the EcoEnter-
prises Fund. The fund offers venture capi-
tal to environmentally conscious companies 
and projects, with an early focus in Latin 
America and the Caribbean. The target 
markets include sustainable forestry and 
eco-tourism. Foundations and private 
industry have funded the effort, which 
is in its early stages.29/

Create what one participant called 

a “central bank” (a dedicated service 

provider to and clearing house for 

participating states and foundations).

The distinction here is that the service 
and investment entity would be limited 
to serve only its sponsors, who would pay 
the operating expenses of the entity under 
a tightly structured contract. Going back 
in time (1990–1994), this is the relation-
ship LaRocco Associates (LA) had with 
the Rockefeller Foundation (RF), wherein 

LA was de facto the program officer for 
the foundation’s international energy pro-
gram in all but one respect: grant-making 
and investment decisions required formal 
approval by the foundation. For a period 
of time LA’s international energy work 
was limited to providing this service to 
the RF. As a result of the experience gained 
through this relationship, the foundation 
decided to spin-off the body of work and 
fund for five years an independent entity, 
E+Co. E+Co is a dedicated entity provid-
ing services and investment to the clean 
energy sector in developing countries.

Create a targeted investment pool, or  

a single fund, independently managed.

This is a relatively straightforward model, 
whereby the interested foundations, state 
energy funds and other investors would 
agree to investment guidelines, targets and 
investment amounts. A fund manager 
could be selected through a RFP process. 
The fund manager would recommend 
project and fund-to-fund investments to 
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This is a relatively 

straightforward 

model, whereby 

the interested foun-

dations, state energy 

funds and other in-

vestors would agree 

to investment guide-

lines, targets and 

investment amounts.
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an Investment Committee, comprised of 
a select number of investors. The Board 
would also be comprised of the investors. 

Private venture capital partnerships  

are good models for public capital joint 

venture partnerships. It is common in 
the private venture capital world for a 
group of investment firms to form joint 
ventures to support and share investments 
in projects and markets. One such venture 
is Chrysalix, a Vancouver based partner-
ship that invests in new fuel cell and hydro-
gen companies. Chrysalix was formed by 
Ballard Power Systems and Shell Hydro, 
and later joined by the BOC Group, BASF 
Venture Capital and Mitsubishi.30/ Work-
ing on behalf of its client investors, it pro-
vides early stage companies with expert 
services, technology knowledge, organized 
networking with industry and experience 
in the management of intellectual property. 
This common vehicle of joint ventures is 
new to the public capital world, where 
state and other public investors have yet 

to form investment partnerships. As the 
public investment model for clean energy 
matures, it seems natural that it will gravi-
tate to models now common in the private 
sector, with some obvious modifications 
to satisfy unique needs of public funding 
entities. Such a vehicle could also be an 
appropriate way for foundations to join 
with public funds in common investments. 

Organize an active enterprise or project 

search firm. Funds and fund managers 
do this on occasion. Environmental Enter-
prises Assistance Fund (EEAF) uses firms 
such as Econergy (a private sector consult-
ing and energy efficiency developer) to 
identify candidate investments. This involves 
a retainer, cost recovery and a success fee. 
In the case of PVMTI (an International 
Finance Corporation (IFC)-GEF funded 
program to invest photovoltaic opportu-
nities in Morocco, Kenya and India) a 
British firm, Impax Capital, entered a 
long-term contract to find and manage 
investments on behalf of the World Bank/
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It is common in the 

private venture capital 

world for a group of 

investment firms to 

form joint ventures 

to support and share 

investments in projects 

and markets.
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IFC but the IFC still retained control of 
the investment decision. This can also be 
done collaboratively (a combination of 
#1 and #2), as in the case of Al Tayaar 
(a UAE-based clean energy development 
company) and E+Co. Both invest in devel-
oping country clean energy enterprises. 
Each identifies deals for the other. No fees 
are exchanged, but expenses and the cost 
of time are sometimes reimbursed. Such a 
search firm could present its deal to a 
formal collaborative structure, or individ-
ually to the interested parties, depending 
on investment criteria (e.g. technology, 
region, size) established previously.

Develop co-financing underwriting  

criteria and “subject to” commitments 

for joint investing and agree upon a 

coordination mechanism or body, if 

needed. This is a fairly common practice 
among commercial and development banks, 
sometimes referred to as A-B loan pro-
grams because one institution (A lenders) 
offers certain terms (usually more conces-
sional) on condition that other institutions 
(B Lenders) fill out the package. Equity 
can be added to a package also. The A/B 
loan structure is a well-established mecha-
nism for development assistance. It has 
been a cornerstone of international donor 
assistance to commercial enterprises for a 
generation, with the World Bank leading 
the way, and more than a half-dozen other 
major development agencies following. 

To succeed, any 

new initiative must 

involve states, foun-

dations and social 

investors with funda-

mentally compatible 

objectives and 

philosophies, provide 

a range of flexible 

opportunities for par-

ticipation, and be 

flexible in the prod-

ucts and services 

offered.

Part of the success of this project was 
the World Bank’s efforts to improve the 
investment climate and to encourage new 
investors to investigate the potential busi-
ness opportunities. These steps could prove 
equally useful in the clean energy case, 
whereby collaborative efforts have enhanced 
the investment climate (e.g. eroded the fun-
damental knowledge and regulatory barri-
ers) and opened up new opportunities or 
better educated the investment community 
about them. The foundations, state energy 
funds and other investors could seed the 
developments that would pull commercial 
lenders into future deals.

These are but a sampling of options 
for investment collaborations. In all, the 
common theme is the same: to succeed, 
any new initiative must involve states, 
foundations and social investors with 
fundamentally compatible objectives and 
philosophies, provide a range of flexible 
opportunities for participation, and be 
flexible in the products and services 
offered.
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Examples of Proposed Clean Energy Investments

Finally, so that we are clear about the objectives of potential co-investment between state funds,  
foundations, and other investors, here are a few illustrative examples of the kind of specific 
projects that could receive joint investment.31/

In each case, the lower rate of return expected by the investment of public and philanthropic capital 
makes the clean energy deal more financially attractive to pursue.32/

Solar company: A solar PV company needs $750,000 in working capital to expand sales and mar-
kets to serve a broader geographic area. The terms of the investment require $500,000 from state funds 
structured as equity capital and $250,000 from foundations structured as a secured line of credit loaned 
through the state energy fund or its designee. 

Wind project: A wind developer wants to expand operations to new states and needs flexible project 
financing for a 30 MW wind power project in the East. The $40 million project requires 40% equity 
investment (provided by the ultimate project owner/ investor), 45% senior debt (institutional wind proj-
ect financing source) and 15% subordinated debt ($6 million, at 5–7%, ten years, funded in equal parts 
by foundations and state funds).

Green low-income housing: A 50-unit low income housing project financed by a community devel-
opment finance institution wants to increase its energy efficiency and add on solar panels to generate 
clean energy on site. The project needs $1,000,000 in additional capital to make the project financially 
viable. The developer needs $625,000 in solar PV system rebates (funded by state funds) and $375,000 
in a low-interest secured loan (funded by foundations and loaned by the state energy fund or its designee).

Fuel cell project: An energy services company has a commitment from a biotech laboratory to install 
fuel cells, but the laboratory does not want to own the technology. The energy services company must develop 
a business model where it owns and operates the fuel cells and sells the power to the laboratory at a premi-
um price. The services company (ESCO) is looking for flexible capital in the amount of $2,000,000 for the 
project. The state fund provides capital (funded in equal parts by foundations and the state fund) to the 
ESCO to install the fuel cell on the laboratory premises. The ESCO and the laboratory enter into an energy 
performance contract agreement in which the state fund is a third party funder. The state fund is assigned 
a secured first lien position in the fuel cell as well as an assignment of the laboratory’s monthly service fee 
payment (debt service). Payments are made directly to the state fund. At the end of ten years, the labora-
tory has the option to buy the fuel cell at its residual value (15–25%) or continue payments under an 
extended agreement. 

Market development support: Apart from specific investments in projects or companies, state funds 
and foundations could collaborate on funding a number of projects that expand clean energy activity. A 
good example of this effort is the Smart Power collaborative project now being undertaken in Connecti-
cut between the Connecticut Clean Energy Fund and various New England foundations. It seeks to expand 
use of clean energy in the state through public education and other collaboratively funded activities. 
(www.smartpower.org)
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Characteristics of Success

Based on our work, six character-
istics emerged from interviews 
and discussions concerning an 

investment collaboration of states, foun-
dations and other investors. We intend to 
enlist certain private socially responsible 
investors who might be worthy partners 
in this effort. Such collaboration should 
address the following:

1. Determine whether a collaborative 
approach involving grants, investments 
or other options would be of interest.

2. If investment were of interest, offer 
financial leverage, risk sharing, cost 
sharing and efficiency in finding, grow-
ing and closing investment opportunities.

3. Build any investment on a clear set of 
up-front objectives and employ a struc-
ture that recognizes the different objec-
tives of the participants, acknowledging 
that flexibility is required and that one 
size does not fit all.

4. Establish realistic return expectations 
and underwriting criteria, recognizing 
that a portion of investments will be 
“traditional” and a portion “pioneering”.

5. Set aggregate investment goals that can 
be met by a core group in a reasonable 
time.

6. Agree on the support services and cost-
sharing formula for identifying and 
grooming clean energy investments.

Principal Recommendations:
Framework for Moving Forward

7. Be prepared to design and implement 
a market development effort that goes 
beyond the individual investments 
made, which could involve significant 
new grant-making activity by foun-
dations.

Funds and Foundations Meeting
A small group of concerned state funds, 
foundation representatives, and private 
investors should meet in the next few 
months to discuss this report, and decide 
how to structure an ongoing approach to 
these issues. This process also should ad-
dress how to include additional investors. 

We intend to enlist 

certain private 

socially responsible 

investors who might 

be worthy partners 

in this effort.
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In advance of the meeting, it might be 
helpful to develop some additional infor-
mation to inform the discussion, such as: 

1. A more specific identification of the 
range of tools, ranging from grants to 
investments, which could be considered 
by state funds and foundations.

2. A summary of the investment criteria 
and statutory constraints that would 
guide individual decision-making to 
enter any collaborative agreement. 

3. A description of the cost and efficiency 
benefits resulting from any collabora-
tion and some preferences as to the 
specific form of collaboration. 

4. Market development and enterprise 
support costs that such an effort would 
require.

5. An estimate of the size, timing and pro-
cess required to implement a range of 
investment collaborations.

We trust this 

report is the first 

step toward such 

a new collaboration 

among state clean 

energy funds, 

foundations, and 

other interested 

investors.

Conclusion

We are gratified with the encouragement we received from the foun-
dations and state funds to pursue mutual investment opportunities. 
We are grateful also to our foundation supporters—Rockefeller 

Brothers Fund, Surdna Foundation and Oak Foundation.
We hope we have outlined a realistic framework for continued discussions. 

We believe that we can advance clean energy markets and bring about environ-
mental improvement. But we need new non-profit, state, foundation and inves-
tor tools that bring new investment to this important area.

We trust this report is the first step toward such a new collaboration 
among state clean energy funds, foundations, and other interested investors. 



34 • Clean Energy Initiative  35

Clean Energy Group www.cleanegroup.org

Clean Energy Group (CEG) was established in January 1998 to promote market-based actions to 
replace the existing electricity generation system with new, less polluting power generation tech-

nologies. CEG’s mission is to work with all sectors of the economy, including businesses and local 
citizens, to accelerate the commercialization of clean energy. The organization works to overcome major 
barriers, including lack of information and technology risk, through carefully structured collaborations, 
as well as new financing and market development measures. 

One such effort is the work of CEG with the states that have established sustainable energy funds 
to help promote the growth of renewable energy and advanced clean energy technologies. In 1999, 
CEG began to lay the foundation for a national network of these public sector clean energy investors. 
This effort produced first the Clean Energy Funds Network (www.cleanenergyfunds.org), and now 
its successor organization, the Clean Energy States Alliance (www.cleanenergystates.org). 

Foundations supporting CEG include The Pew Charitable Trusts, Energy Foundation, The John 
Merck Fund, Rockefeller Brothers Fund, Oak Foundation and Surdna Foundation. Please e-mail 
Lewis Milford with any questions at LMilford@cleanegroup.org.

Lewis Milford, a lawyer, is President and founder of Clean Energy Group. Prior to founding CEG, 
Mr. Milford was Vice President of Conservation Law Foundation, New England’s leading environmen-
tal organization. He has been an environmental attorney in private practice, a New York Assistant 
Attorney General representing the State of New York in the Love Canal case, and a law professor 
and director of the Public Interest Law Clinic at American University in Washington, D.C.

E+Co www.energyhouse.com

Building on earlier experience within the programs of the Rockefeller Foundation, E+Co was 
established in 1994 as an independent company of entrepreneurs, investors, strategists and 

mediators focused on one mission: “Bringing together technology, people and funding to create viable 
local enterprises that deliver affordable and clean energy to those in need.” With a presence in Latin 
America, Africa and Asia, E+Co provides business development services and modest loans or equity 
investments to fulfill this mission. Our strategy is to demonstrate to public and private sector inves-
tors that the establishment of local clean energy enterprises represents a win-win, market-based solu-
tion to the twin problems of meeting the unmet demand for energy services and protecting the envi-
ronment. Ultimately, these new enterprises and access to energy offer opportunities for education, 
employment, and improved livelihoods—thereby breaking the cycle of poverty. And beginning the 
future of energy. Please e-mail Christine Eibs-Singer at chris@energyhouse.com for more information.

Philip LaRocco is the co-founder and executive director of E+Co, the leading provider of services 
and start-up investments in developing country clean energy enterprises. Prior to beginning this work 
(in 1990) LaRocco spent twenty years with the Port Authority of New York and New Jersey, where 
he served as the Director of World Trade and Economic Development, responsible for the New York 
World Trade Center, a network of industrial and waterfront development projects, the region’s largest 
waste to energy facility and a global network of trade development offices and educational programs. 

The Authors
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The Reinvestment Fund—Sustainable Development Fund www.trfund.com

The Reinvestment Fund (TRF) is a large regional non-profit development finance institution 
that uses social investment to build wealth and opportunity for low-wealth communities and 

low- and moderate-income individuals through the promotion of socially and environmentally respon-
sible development. Operating in five Mid-Atlantic States, TRF has $170 million under management 
that supports development portfolios broadly ranging from affordable housing and community 
services organizations to energy-related projects and small business portfolio companies.

TRF’s Energy Group (www.trfund.com/sustainable/index.html) has developed innovative financial 
tools and technical services to encourage sustainable energy and development practices throughout 
TRF’s mid-Atlantic region.

The Sustainable Development Fund (SDF) was created by the Pennsylvania Public Utility Com-
mission in its final order in the PECO Energy electric utility restructuring proceeding. SDF is managed 
by TRF’s Energy Group and has as its mission the building of a sustainable energy future for Penn-
sylvania through its financing of renewable and clean energy companies and projects.

SDF received additional funding and responsibilities as a result of the PECO Energy/ Unicom 
merger settlement. That settlement added funding for new wind development, for solar photovoltaics 
and for renewable energy education. As a result of these two proceedings, SDF’s total funding is ap-
proximately $32 million. Please email Rob Sanders at rob.sanders@trfund.com for more information.

Robert G. Sanders is a seasoned community development professional with more than twenty 
years of experience in community development and energy-related commercial finance. Rob is Fund 
Manager of the Sustainable Development Fund, a project of The Reinvestment Fund that provides 
company and project financing for renewable energy, advanced clean energy and energy conservation 
technologies. Prior to working with The Reinvestment Fund, Rob held several positions over a fifteen 
year period in CoreStates Bank’s Corporate Community Development department. Prior to working 
at CoreStates, Rob was Business Development Specialist with the Philadelphia Commercial Develop-
ment Corporation, Project Director with the National Economic Development and Law Center 
(Berkeley, California), and Project Director with the Madison Development Corporation 
(Madison, Wisconsin).
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1 The May 21, 2002 letter is attached 
to this report, along with survey ques-
tions sent to the foundations. 

2 Twelve states have created new clean 
energy funds. For more information on 
these funds, see the website operated 
by Clean Energy Group at www.clean 
energystates.org and various articles at energystates.org and various articles at energystates.org
the link for “Case Studies and Reports.”

3 The foundations contacted in the sur-
vey include The Bullitt Foundation, the 
Episcopal Church Foundation, Great 
Lakes Protection Fund, The John Merck 
Fund, David and Lucille Packard Foun-
dation, The Charles Stewart Mott 
Foundation, The William Penn Foun-
dation, The Heinz Endowments, Rock-
efeller Philanthropy Advisors, The Barr 
Foundation, The George Gund Foun-
dation, The William and Flora Hewlett 
Foundation, HKH Foundation, Gordon 
and Betty Moore Foundation, The Pew 
Charitable Trusts, The Joyce Foun-
dation, The Rockefeller Brothers Fund, 
The Turner Foundation, and The Surdna 
Foundation. Additional foundations 
and other investors will be sent this 
report to engage in discussions about 
collaboration.

4 The MRET request for proposal for 
the new fund (issued on January 24, 
2003) can be found at http://
www.masstech.org/Grants_and_
Awards/GEF/01GEF03Sol.pdf

5 TRF’s Sustainable Development Fund 
created the Pennsylvania Advanced 
Industrial Technology Fund in June, 
2002 (http://www.trfund.com/sdf/sdf_
paait.htm). The fund makes capital and 
managerial equity investments in early 
stage companies focused in renewable 
energy and energy efficiency. The fund’s 
general partner is Blue Hill Partners, a 
private investment firm located in 
Philadelphia, PA.

6 A May 2003 Council of State Govern-
ment’s report indicates how renewable 
and clean energy could help spur eco-
nomic development in states that invest 
in these innovative technologies. Barry 
Hopkins, Council of State Governments, 
“Trends Alert: Renewable Energy and 

State Economies,” (May 2003) (www. 
csg.org under Keyword: Renewable 
Energy). 

7 Massachusetts Green Energy Fund, 
Fund Overview (Jan. 24, 2003). 

8 Altman, “Small Picture Approach to 
a Big Problem: Poverty,” New York 
Times, August 20, 2002, B2.

9 These views are derived from another 
CEG report on the clean energy funds, 
“A Note from the Authors…” Case 
Studies of State Support for Renewable 
Energy, September 2002. (www.clean 
energyfunds.org) 

10 These conclusions are based on several 
private interviews with leading investors. 
We also want to thank Ken Locklin of 
Energy Investors Fund Group for his 
assistance on this section of the report.

11 According to a June 2003 multi-client 
study by Navigant Consulting, the 
worldwide renewable energy equipment 
business is projected to grow from 
$17 billion/year in 2002 to an estimated 
$35 billion/year by 2013. Lisa Frantzis, 
“The Changing Face of Renewable 
Energy,” Navigant Consulting (June 18, 
2003) (50 page public study)   
(www.navigantconsulting.com) 

12 More favorable federal tax treatment 
for clean distributed generation also 
could boost the industry. Separate ener-
gy bills passed in the US House and 
Senate as of May 2003 contain signifi-
cant new investment tax credits for solar, 
fuel cells and other technologies. If 
enacted, these could create new finance 
vehicles that could lead to greater 
investment in clean energy.

13 See: www.thecarbontrust.co.uk/
foundation

14 Interviews with professional investors 
yield two other important themes. First, 
from an investor’s perspective most clean 
energy and distributed generation tech-
nologies are too immature to constitute 
a stand-alone market. High cost, tech-
nical constraints, fundamental knowl-
edge barriers (few trained building in-
spectors and appropriate building codes, 

no interconnection standards or indus-
try-specific professional engineers/
architects) create a market that is too 
undeveloped for specialized commer-
cial energy investors and still requires 
additional research, development and 
demonstration. Second, these investors 
believe that the regulatory quagmire is 
under-rated by all except experts and 
this constitutes a significant barrier to 
new market entrants. Hundreds of 
local standards and codes must com-
pete with state regulations and find a 
path to national standards.

15 As indicated below at the section of 
the report titled “Foundation Options 
for Collaboration,” we mean to refer 
to foundation “investments” quite ex-
pansively. This could refer to a broad 
range of options from program related 
investments, to portfolio investments 
to grants and other conventional phil-
anthropic tools. 

16 For many foundations, the decline in 
their endowment due to recent stock 
market reverses was the sole reason 
for lack of interest. If that situation 
changes, their interest presumably 
would increase over time. For others, 
they have not done any program relat-
ed or other portfolio investment, so 
this entire area would be a novel 
exercise. 

17 Foundations are heavily involved in 
providing grants to leverage or create 
state, city or local “housing trust funds” 
that in turn develop housing projects 
for the poor. A series of articles in the 
April 17, 2003 edition of The Chron-
icle of Philanthropy titled “The Hous-
ing Squeeze: Nonprofit Groups and 
Foundations Try New Ways to Help 
Those Who Can’t Afford a Home” 
details many creative new ways that 
foundations have become philanthrop-
ic investors in the housing market. The 
fact that grants are used to fund actual 
projects is nothing new in the low-
income housing field. It would be a 
new approach, but the justifications 
for intervention in the housing market 
—lack of sufficient private market 
action, public and societal benefits, 
and ability to effect change—also 
apply to the clean energy area. 

Footnotes
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not be sufficiently attractive. For foun-
dations willing to take more portfolio 
risk, with a lesser interest in the scale 
of the environmental impact and an 
acceptance of the sole state political 
issue, a single state focus for co-invest-
ment might be acceptable. 

21 We propose a new vehicle or interme-
diary only as a strawman suggestion 
for how to achieve success. It could be 
that such an intermediary simply serves 
as a facilitator of investment between 
funds and foundations, or it could 
serve a more formal role. Other options 
are possible, and should be the subject 
of future discussions. 

22 In a June 2003 report, the U.S. National 
Renewable Energy Laboratory (NREL) 
focuses on a related fi nancing issue—
the gap between the public funding of 
clean energy research and development 
and need of the private capital markets 
for commercial products and compa-
nies. That’s the well-known valley of 
death for new companies to traverse. 
However, as good as it is in identifying 
the problem, the report fails to note a 
possible solution—the new role of state 
clean energy funds and other potential 
foundation and private investment 
partners that could begin to fi ll the in-
vestment gap. Murphy and Edwards, 
“Bridging the Valley of Death: Transi-
tioning from Public to Private Sector 
Financing,” NREL (June 2003) http://
www.nrel.gov/docs/gen/fy03/34036.pdf

23 The lack of sufficient “deal flow” is a 
problem for many existing state funds.

24 These are companies that introduce a 
new product, market or technology 
within an existing product or estab-
lished market.

25 CESA will build upon the experience 
of the Clean Energy Funds Network 
(CEFN), an informal multi-state net-
work for collaborative activities between 
state funds from 1998-2002 that is 
managed by the Clean Energy Group. 
The CEFN website is www.cleanenergy
funds.org. The informal work of CEFN 
has now been assumed by a new non-
profit organization, Clean Energy States 
Alliance (CESA). CESA is a new tax-
exempt organization recently approved 
by the Internal Revenue Service. CESA 
will be engaged in a range of new joint 
activities on behalf of the state funds. 
It could serve as a focal point of activi-
ty between the funds and foundations 
interested in this approach. See the 

  Such philanthropic investing is not 
limited to housing. Some foundations 
are seeding investment funds in the life 
sciences area, to create a nonprofit 
“proof of concept” fund that would 
pay for critical life sciences experi-
ments, market studies or even business 
plans to help scientists determine the 
commercial potential of their medical 
research. (Melcer, “Funds Pledge to 
Give Millions to St. Louis Life Sciences 
Research,” St. Louis Post Dispatch,
April 13, 2002). 

18 Another fascinating example of a new 
innovative approach taken by founda-
tions is the recent work of the Bill and 
Melinda Gates Foundation to support 
new drug development for underserved 
global populations. Because the private 
sector is not devoting needed resources 
to drug development and delivery, the 
foundation is directly funding drug re-
search, development and delivery be-
cause of the enormous public benefits 
of accelerated action in this market. 
Whether this foundation entrepreneur-
ial model will be relevant to other areas 
where the private sector is not deliver-
ing sufficient public benefits (like clean 
energy) is important to consider. (Gates 
Foundation makes $60 million grant to 
accelerate HIV/AID microbicide research/ 
Research Grant will allow venture cap-
ital approach to microbicide develop-
ment. See www.gatesfoundation.org)

19 We again emphasize that creation of 
such a new entity is only one option. 
More informal approaches are certain-
ly possible. Each approach has its 
advantages and disadvantages, which 
should be explored in future discussions. 

20 It is helpful to put a finer point on this 
distinction between single and pooled 
investments, and how different vehicles 
might or might not satisfy foundation 
concerns. A state fund interested in 
investment only in its own state could 
offer co-investment to local foundations 
with a likely focus on projects and 
companies located in that one state. A 
state fund interested in a broader pool 
of investment could focus on projects 
and companies in several states or a 
broader region, with other state funds 
and foundations from a broader geo-
graphic area as possible co-investors. 
For foundations interested in a more 
diverse risk profile, a larger impact on 
the clean energy market and concern 
for political influence with a single state 
model, the single state option might 

CESA website at www.cleanenergy 
states.org. 

26 CEG (www.cleanegroup.org) is a non-
profit organization that works to accel-
erate commercialization of clean energy 
technologies through advocacy, educa-
tion and partnerships. Funds that have 
collaborated on joint activities with 
CEG (and now CESA) include Califor-
nia Energy Commission; Connecticut 
Clean Energy Fund; Energy Trust of 
Oregon; Illinois Clean Energy Commu-
nity Foundation; Long Island Power 
Authority—Clean Energy Initiative; 
Massachusetts Renewable Energy Trust; 
Metropolitan Edison Company Pennsyl-
vania Electric Company Sustainable 
Energy Fund; Metropolitan Edison 
Company Sustainable Energy Fund of 
The Berks County Community 
Foundation; New Jersey Clean Energy 
Program; New York State Energy 
Research & Development Authority; 
Ohio Energy Loan Fund; Rhode Island 
Renewable Energy Fund; Sustainable 
Development Fund—The Reinvestment 
Fund (Pennsylvania); Sustainable Energy 
Fund of Central Eastern Pennsylvania; 
West Penn Power Sustainable Energy 
Fund; Wisconsin Focus On Energy; 
and Xcel Energy Renewable Develop-
ment Fund (Minnesota).

27 As stated above, several states have 
expressed support for creation of a 
new organization of state clean energy 
funds. CESA, a new non-profit, could 
serve some of these institutional needs. 
It is up to foundations to determine 
whether this central organization also 
could assist them on these issues. 

28 See Merckl and Marckwald, “From 
Donor to Investor: Applying a Venture 
Capital Model to Foundations,” at 
www.cciforum.org (Conservation www.cciforum.org (Conservation www.cciforum.org
Finance tab). http://www.cciforum.org/
pdfs/VC_Foundation_Models.pdf. pdfs/VC_Foundation_Models.pdf. pdfs/VC_Foundation_Models.pdf

29 See: http://www.ecoenterprisesfund.com/ 

30 See: www.chrysalix.com

31 Again, these examples show how 
investments might be used by founda-
tions. Grant making to support related 
activities in these areas could also be 
extremely productive. 

32 The assumption here is that a mix of 
company, project and other investment 
in a broad portfolio is important to 
success in these early markets.
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Appendix

What follows in this Appendix are copies of the original materials that 
began this project and that were used to conduct the 2002 survey of 
state fund and foundations referred to in this report. The Appendix 
consists of three documents. 

First, there is the May 21, 2002 letter from the three foundations that requested 
the participation of other foundation officials and state funds officials in this survey. 

Second, there is a document that summarized the basis for the Clean Energy 
Initiative in greater detail. 

Third, there is the “Suggested Topics and Questions” document that was used as 
the survey questionnaire for telephone interviews with foundation and other officials. 

They are reprinted here to refresh the recollection of those who participated in 
our initial survey, and to inform others about how we developed the data that informs 
this report. 
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May 21, 2002

Re: Clean Energy Initiative

Dear ________ :

Recently, the Rockefeller Brothers Fund, Surdna Foundation, and Oak Foundation funded a new 

initiative to explore opportunities to create a more robust market infrastructure for clean energy 

in the United States. As part of the Clean Energy Initiative, we are trying to identify innovative ways 

for foundations to help accelerate clean energy market development. We are writing to ask for your 

participation in this process through an interview. 

Our foundations have provided funding to the Clean Energy Group, E+Co, and the Reinvestment 

Fund of Pennsylvania to undertake the Clean Energy Initiative. Additional information about the 

Initiative and the research it is conducting is attached. At this stage, we are interested primarily in 

information about your foundation, your potential interest in the energy issues investigated, and your 

clean energy grant and investment activities, if any. (For the purposes of this letter, “investment” 

activities could include, but are not limited to, program related investments [PRIs] and portfolio 

investments). 

A summary report of the investigation will be distributed following the interviews. If the Initiative’s 

initial research is productive, we might ask you to join us in a meeting to discuss the direction of 

the project at a later date. However, the initial purpose of this letter is to share information about 

the Initiative with you, and to encourage you to respond to a follow-up call from Lewis Milford of 
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Hooper L. Brooks
Program Director for 
Environment
Surdna Foundation
330 Madison Avenue, 30th Floor
New York, NY  10017
Phone: 212-557-0010

William F. McCalpin
Executive Vice President and
Chief Operating Officer
Rockefeller Brothers Fund
437 Madison Avenue, 37th Floor
New York, NY  10022
Phone: 212-812-4200

Camilla Seth
Program Officer
Surdna Foundation
330 Madison Avenue, 30th Floor
New York, NY  10017
Phone: 212-557-0010

Enclosures
cc: Lewis Milford, 
Clean Energy Group
Rob Sanders, 
The Reinvestment Fund

Leslie A. Harroun
Program Officer
Oak Foundation
47 Winter Street, Suite 600
Boston, MA  02108
Phone: 617-542-5565

Michael Northrop
Program Officer
Rockefeller Brothers Fund
437 Madison Avenue, 37th Floor
New York, NY  10022
Phone: 212-812-4200

the Clean Energy Group and Rob Sanders of the Reinvestment Fund of Pennsylvania. We strongly 

believe this project is critically important to all our environmental goals. 

We appreciate your consideration and are grateful for any assistance you can provide. 

Sincerely yours,
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Background of the Clean 
Energy Initiative

The Rockefeller Brothers Fund, Surdna 

Foundation, and Oak Foundation have 

provided funding to support a joint 

project of the Clean Energy Group 

(CEG), E+Co, and The Reinvestment 

Fund of Pennsylvania. This project 

will investigate how to accelerate the 

commercialization and distribution of 

clean energy in the U.S. The Clean 

Energy Initiative will explore the reasons 

why clean energy markets are not 

developing quickly, and will attempt 

to help create new opportunities to 

accelerate development. As one of its 

objectives, the Clean Energy Initiative

seeks to understand what roles foun-

dations, non-profi ts, and fi nancing 

entities can play in advancing these 

efforts. 

While we are approaching our inves-

tigations with an open mind, we have 

some strong assumptions about how 

to accelerate market activity if clean 

energy technologies are ever to gain 

a strong foothold. We are at a critical 

stage in clean energy market devel-

opment; newly restructured markets 

are in fl ux. Although they have not 

delivered all their promised benefi ts, 

we believe the new rules present 

opportunities that can open the door 

to greater commercialization and 

distribution of clean energy. 

One reason we have hope for change 

is the new direction taken by many 

states. States are now making signi-

fi cant investments in clean energy 

through public funds dedicated to 

clean energy projects and market 

development. Through the important 

efforts of Clean Energy Group’s Clean 

Energy Funds Network (CEFN), states 

with clean energy investment funds 

are now looking for new partners for 

creative investment options. These 

state funds will generate over $3 

billion in clean energy funding over 

the next decade. 

Non-profi t institutions and fi nancial 

intermediaries are looking for ways to 

work with these state funds. Founda-

tions also could play a signifi cant role 

as partners in these funds. (For more 

information on these funds, we are 

enclosing a recent article on the state 

funds co-authored by one of our gran-

tees, Milford et al, “States Emerge as 

Clean Energy Investors,” Electricity 

Journal, November 2001) (http://wwwJournal, November 2001) (http://wwwJournal, November 2001) (

.cleanenergystates.org/CaseStudies/

bolWiserSbcEj_2001.pdf). Just as bolWiserSbcEj_2001.pdf). Just as bolWiserSbcEj_2001.pdf

states are now embarking on new 

clean energy strategies, we believe 

foundations have new opportunities 

to explore emerging tools that can 

help them bring about change in clean 

energy markets. The options might 

include traditional grants as well as 

investments and related options. We 

know that our activities to date have 

not been suffi cient. We know we 

need to do more to leverage private 

investment in the building of domes-

tic clean energy markets. 

Tentative Models 

As we proceed with our investigations, 

we are exploring a number of models 

for intervention in the markets that 

warrant a closer look. We invite your 

reaction to these proposed models, 

and are interested in any suggestions 

about other approaches that we may 

not have considered. 

1. Providing capital to Clean 
Energy Funds to fi nance clean 
distributed generation. 

There are twelve state clean energy 

funds (CEF’s) that are working to-

gether with support and coordination 

provided by CEFN. The Connecticut 

Clean Energy Fund has begun work-

ing with CEFN to design a bulk-pur-

chasing program for fuel cells that 

would aggregate purchases through-

out the eastern United States, as well 

as possibly provide technical servic-

es and access to affordable lease 

fi nancing. Similarly, Pennsylvania’s 

Sustainable Development Fund is 

seeking capital to expand its wind 

power fi nance program. We wonder 

if there may be a role for foundations 

to play as potential investment 

partners with state funds.

Clean Energy Initiative



44  Report on Joint Investments • J U LY  2 0 0 3 45

2. Creating a new domestic in-
vestment fi nancing facility target-
ing renewable energy projects.

Combining elements of the Renew-

able Energy and Effi ciency Fund 

(REEF) that fi nances projects in devel-

oping countries,1 and E+Co, a new 

domestic fund could provide capital 

as well as technical and management 

services to U.S. clean energy ventures 

and projects. In developing country 

markets, it has been demonstrated 

that the combination of development 

services and seed capital, followed 

by investment, is a successful formula 

for stimulating clean energy project 

development. One of the major bar-

riers to greater use of technologies 

such as solar and fuel cells appears 

to be the limited number of companies 

involved in fi nancing and installing 

these technologies; such fi nancing 

could help expand the number of 

such companies involved in this work. 

While it is not clear that such a new 

fund is needed, this may be an area 

in which foundations could be 

usefully involved. 

3. Harnessing the experience of 
regional Community Development 
Financial Institutions to help build 
clean energy markets.

Community development fi nancial 

institutions (CDFI’s) have played a 

critical role in accelerating the growth 

of new markets to accomplish their 

social mission. They have combined 

subsidies (i.e., lower cost of funds 

and operating support that under-

writes additional transaction costs) 

with the market discipline of success-

ful lending to, and investing in, a 

broad range of portfolio companies 

and projects. One such CDFI, The 

Reinvestment Fund of Pennsylvania, 

is operating a clean energy fund in 

Pennsylvania. Having already estab-

lished a strong track record of man-

aging foundation PRI’s, we wonder 

what role CDFI’s might play in build-

ing clean energy markets, and what 

role foundations might play in work-

ing with CDFIs in this new area. 

4. Creating a new venture incuba-
tor organization to accelerate the 
commercialization of clean energy 
technologies and products. 

A new clean energy venture “incuba-

tor” could contract for R&D services, 

and provide staged venture and proj-

ect funding in conjunction with expert 

technical and management guidance. 

While there are some related efforts 

in place, such as the National Renew-

able Energy Laboratory’s venture 

incubator, and other non-profi t, clean 

energy venture fair activities, there 

may be a need to expand such acti-

vities signifi cantly. We believe it might 

be possible for foundations to play 

a role in these activities.

5. Creating a new distributed 
generation, public or nonprofi t, 
facility to aggregate latent cus-
tomer demand for fuel cell,   
PV and other clean technologies. 

A new clean energy entity, perhaps a 

nonprofi t or a public institution, could 

aggregate customer demand for 

these technologies. Right now, it may 

be that funding for such intermediar-

ies, with the ability to pull customer 

demand through aggressive aggrega-

tions, a major missing link in these 

immature markets, could be an in-

teresting investment prospect for 

foundations.

Next Steps: Questions   
We Seek To Answer

Our foundations have asked Lewis 

Milford of the Clean Energy Group 

and Rob Sanders of The Reinvest-

ment Fund of Pennsylvania to explore 

the following questions with you on 

our behalf. We hope these questions 

will help us determine the best way 

for foundations to accelerate clean 

energy market development. 

• Do you believe foundations could 

play new roles in accelerating the 

implementation of clean distribut-

ed electricity generation?  If so, in 

which areas would you like to see 

greater foundation involvement?  

In which areas do you think 

foundation involvement would 

be less meaningful?

1. See http://www.ifc.org/enviro/EPU/Renewable/REEF/reef.htm. The REEF was established by the International Finance Corporation, the 
private arm of the World Bank. The fund is designed to increase use of renewable technologies in the developing world through, among 
other things, a combination of extending debt and equity to companies, and assisting them with market development support. It is 
funded by a combination of multi- and bi-lateral funds and private sector investment.
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• What non-profi t institutions and 

fi nancial intermediaries have 

actively invested in the develop-

ment of clean energy markets?  

Have you worked with any of 

these players?

• Do you believe there is a meaning-

ful role to be played by founda-

tions during this transition period 

from subsidized commercial wind 

power development to unsubsi-

dized project development?  

• Do you think there is an opportu-

nity for foundations to make grants 

or investments in existing or new 

non-profi t fi nancial intermediaries 

to fi nance clean distributed gener-

ation and sustainable energy proj-

ects over multi-state regions?

• Has your foundation made invest-

ments in clean energy development 

or in other environmentally or so-

cially responsible market mecha-

nisms?  If so, what have you learned 

from such investments? What has 

worked and what has not?

• Are you considering investing in 

clean energy? If so, what informa-

tion is needed to explore that oppor-

tunity more actively? If not, why 

not, and are there ways to encour-

age such interest?

We hope you share our interest in 

exploring these market-building 

approaches. Building sustainable 

energy markets in the U.S. through 

foundation grants or investments 

are strategies that have direct ramifi -

cations for a broad range of issues 

ranging from climate change to sus-

tainable growth to matters of social 

equity. We are excited about the 

potential for this effort and hope   

you will help us. 

Lew Milford and Rob Sanders will 

contact you to discuss your participa-

tion and to schedule an interview 

within the next few weeks. At the 

same time, they will be gathering 

similar information from the private 

sector. Lew and Rob will synthesize 

what they learn in a written report 

that will be shared with all project 

participants. If there is suffi cient 

interest following distribution of the 

report, we will hold a meeting to dis-

cuss the report’s fi ndings and recom-

mendations. The purpose of such a 

meeting would be to identify the best 

ideas and to discuss how to move 

them forward together. Subsequently, 

if we make progress at the meeting, 

we will have other conversations 

designed to move this initiative to a 

more substantive level with as many 

foundations as are interested in 

working with us. 

If you have any questions, please 

feel free to contact Lew or Rob 

directly. Lew can be reached at (802) 

223-2554 or email: Lmilford@cleane 

group.org; Rob can be reached at 

(215) 925-1130 or email rob.sanders@ 

trfund.com.

Thank you.
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Introduction

A. We will give you more background about this effort

1) Do you have any interest in the approach proposed in the letter?

2) Do you have any reactions or suggestions about the scope and direction of this initiative?

Questions

A. Does your foundation make program related investments?  If not presently, would it consider such investments?

B. Do you make any other portfolio investments in socially responsible activities? 

1) If so, what is the extent of your involvement and what have you learned from such investments? 

2) Have you achieved your goals for these investments and, if not, why not?

3) What should we know about these activities that might be helpful to this initiative?

C. What is the decision-making process for portfolio investments at your foundation?

D. Has your foundation made investments in clean energy development?

1) If not, why not, and what information might you need to consider such investments?

2) If so, what has been your experience with these investments?

E. Do you believe foundations could play new roles in accelerating the implementation of clean distributed   
electricity generation through investments?  

1) If so, in which areas would you like to see greater foundation involvement?  

2) In which areas do you think foundation involvement would be less meaningful?

F. Do you think there is an opportunity for foundations to make investments in existing or new non-profi t   
fi nancial intermediaries to fi nance clean distributed generation and sustainable energy projects over multi-state 
regions?

G. Would you be interested in engaging in a multi-foundation process to explore investment opportunities   
in clean energy, as this initiative proposes? If so, what role would you like to play?

H. Do you have any other suggestions for us in connection with this work?

Suggested Topics and Questions
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Cast Iron Building, Suite 300 North
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