Now is the
time for Green
Banks
Cost-effective, efficient, and knowledgeable thirdparty loan servicing is a major force driving loan
compliance, leading-edge security, robust
administration and reporting, investor/rating agency
confidence, and best-case portfolio performance

Green Banks at both the state and national levels
will be instrumental in securing and leveraging
large-scale funding of energy efficient programs
nationwide. With Green Banks will come many
new jobs, opportunities for consumer-friendly
financing and lower utility bills at all economic
levels, and a rapid increase in renewable energy
use.

It all started with establishment of the Connecticut
Green Bank in July 2011. According to its website, the
first Green Bank in the nation supports the Governor
and Legislature energy strategy for cleaner, less
expensive, and more reliable energy sources while
creating jobs and supporting local economic
development.

Key to success is development of new and innovative
financing programs attracting more private capital to grow
public/private programs around energy-related initiatives.

Heading up this effort in Connecticut is
Bert Hunter, Connecticut Green Bank
Executive Vice President and Chief
Investment Officer.
Notes Hunter, “Momentum is underway.
Ultimately, people do prefer to leave their
children a world that’s cleaner and more
energy secure. Consumers are
demanding more options. Look at the
auto industry. Ford is looking at spinning
off an electric vehicle division. There is a
strategic focus to shift from internal
combustion to electric. GM is the same
way. Major companies are trying to figure
out how to get there quickly.”
Residential energy efficiency is rapidly
ramping up as well. Hunter emphasizes
that a major barrier to adoption,
availability of affordable financing
without major upfront cash, is gone:
“We’ve had a number of successful
programs with no money out of pocket for
solar PV and energy efficiency. Some are
linked to traditional funding sources—like
community banks and credit unions, such
as with our Smart E-loan which we credit
enhance. Others are run by utilities. Both
offer affordable interest rates and flexible
repayment terms.”

According to the American Green Bank Consortium, Green bank institutions directly supported by
CGC have collectively mobilized $9 billion in public and private capital into clean energy projects.
And CGC is working across many other jurisdictions today to evaluate green bank opportunities and
support implementation.
-Reed Hundt, Executive Director of the Coalition for Green Capital (CGC)

42 states now operating or
developing Green Banks
Reed Hundt, Executive Director of the Coalition for Green Capital (CGC),
is adamant that there is a “green light” for Green Banks, noting that 42
states now are either operating or developing a Green Bank. Twenty-one
states are part of the CGC currently. “When we started, the only map dots
were in Connecticut and New York. Now, the map is full. Fully $9 billion has
been mobilized, leveraging public and private partnership funding, in such
areas as distributed solar and building efficiency.”
Reversing a long-time axiom that “climate policy advocacy equated to
making things more expensive, Green Banks make it cheaper. Now, it’s
investment, investment, investment. The Green Bank philosophy fits into
the general narrative. And with a national Green Bank, the federal
government will be plowing money into state Green Banks,” Hundt says.
He adds that disadvantaged communities will especially benefit as Green
Banks historically have focused on this huge sector.

Smart-E loans leading the way

Adding fuel to the energy efficiency fire are Smart-E loans. Connecticut offers these
unsecured, low-interest personal loans with flexible terms to upgrade home energy
performance. Almost any home improvement project that reduces energy use and
lowers costs qualifies. And there’s a low bar to getting these loans. Notes Hunter, “Our
state decided that to keep progress going. In addition, the American Council for an
Energy-Efficient Economy, Clean Energy States Alliance, and American Green Bank
Consortium started several years ago to bring parties together to exchange best
practices, address techniques for leveraging capital, and capitalize on such new
technologies as battery energy, storage and recharging.”

Hunter notes that attitudes are changing at many levels in many minds. “Tornados
and hurricanes are more powerful than in decades past. Confronting this reality is
changing peoples’ minds. It’s less about asking people to believe in climate change.
It’s less about genuflecting on the altar of clean energy,” Hunter says, adding that
Ukraine also has spurred a reality check about dependency on foreign fossil fuels.
Further, falling costs of clean energy is spurring realistic consideration for a lower
carbon future. He notes, “The price of inaction isn’t going to be easy.”
Hundt says the energy efficiency space increasingly will include “public, private,
philanthropic dollars, and federal dollars with a national Green Bank. There’s a slow
burn in the foundation world to help. The nexus of community development, clean
energy, and climate will unlock philanthropy.” Low-cost financing coupled with falling
technology costs will further spur progress.

Third-party loan servicing key to
success of energy efficiency programs
Regardless of where program financing and lending comes from, professional loan servicing will be critical to
ensure proper compliance, security, administration, reporting, and best-practices collections to maintain
portfolio performance and ratings agency confidence.
As utility companies get more involved and numbers of owners grow, Hunter advocates use of time-tested
third-party loan servicers who are “best suited to keep up with regulatory requirements.” He notes: “ They also
have the ability to develop customer-friendly mechanisms such as smart apps and online offerings. In turn, this
will offer a number of ways to pay—on-bill, direct bill, ACH pulls.
These servicers can handle big numbers and processes that are very burdensome for such organizations as
utilities and Green Banks. We’re not equipped to do that. It’s a heavy lift, this isn’t what we do. We want to
focus on leveraging the funds of the private sector, and lean on third-party servicers for B2B and B2C.
Concord can focus on a particular person’s needs, be personable and helpful, communicate accurately
and reliably, and handle hundreds of calls a day through a call center.”

Hunter adds that a third-party loan servicer can protect “secure info we don’t want to receive or hold on to.
We don’t want to be responsible for ACH account information or Social Security numbers. At the same time,
we need access to loan payment info reporting as we are held accountable to provide it. And we want to
demonstrate that these loan funds are performing—which is information Concord is purpose-built to provide.
If we want to securitize, there’s a ready infrastructure in place that a credit rating agency can check to see
how the servicer or backup servicer has performed.”
Further, Hunter notes, third-party servicers can take care of all compliance, “from SOC 2 confirmation to all
performance and compliance requirements, reconciliation of accounts, cashflows, proper data security, and
state and federal audits. All of this points to third-party servicers,” he adds.
This type of concerted and competent “back end” support is crucial to the ongoing success of state
programs, according to Hundt. He notes, “Without a regulated approach to underwriting with the origination,
billing, debt collection and reconciliation, it’s a dead program. It can’t exist without those components. It
can’t exist efficiently with five people and some spreadsheets. That won’t work. It can’t scale. The more it’s
standardized, the easier it is to scale markets.”
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