Prepared Testimony by Jeffrey Eckel, President and CEO of Hannon Armstrong regarding the S. 3233 and S. 2730
Senators Bingaman, Domenici and the members of the Committee on Energy and Natural Resources,  I appreciate the opportunity to speak to you today regarding Senate Bill 3233 for the establishment of the 21st Century Energy Deployment Corporation and Senate Bill 2730 for the establishment of  Clean Energy Investment Bank. I will provide the perspective of Hannon Armstrong, a firm that has pioneered the aggregation of small, clean energy investments into a multi-billion dollar securitization program. Hannon Armstrong is also a firm that I would describe as a Clean Energy Investment Bank;  we are a 28 year old investment bank focused on financing the projects that advance the US energy system by increasing energy productivity and the domestic supply of energy, while reducing the impact of greenhouse gas emissions. Recent examples of our activity include:
· The $1.5 billion US Transcarbon project in Louisiana that gasifies domestic petroleum coke into a synthetic gas to be used in place of expensive natural gas in the nation’s fertilizer industry. Among the notable aspects of this project is its 100% carbon sequestration in enhanced oil recovery wells.
· $1.5 billion in energy efficiency investments under the Federal Energy Savings Performance Contracts (“ESPC”) and Utility Energy Savings Contracts (“UESC”) programs, programs that have been dramatically re-energized by the leadership of Asst. Secretary Andy Karsner.

· Commencement of the the first large scale geothermal drilling program in the Salton Sea area of California in over 20 years that will result in over $1 billion of new geothermal power production in the next 5 years.

I am very proud of our activities in the clean energy area and yet am fully aware that so much more must be done, on a scale much grander than can be addressed by conventional project finance. I believe both the 21st Century concept and the Clean Energy Bank concept can fill an absolutely critical role in achieving the scale necessary to make a difference.

This is a bold idea, coming at a critical juncture, with an extraordinary opportunity to create change. Of course the enemy of the great is merely the “pretty good” and I respectfully suggest that every effort must be made to ensure either concept does not succumb to the temptations of the politically popular, but ultimately ordinary, investments. Among the concerns I have include:
· The determination of which investments actually fill a market void or instead crowd out private investment is fundamental. This would not be the first government program that had the unintended consequence of reducing private sector investment, despite a mission to expand it. I am particularly concerned by the stated goals of the 21st Century Corporation to 1) “develop a stable secondary market for clean energy technology loans” and 2) “promote access to affordable debt financing”.  I would describe those two activities as areas the private sector, my firm included, actually do quite well. More importantly, these two notions are very far from the critical market void I believe this legislation aspires to fill. In my opinion, I do not think the key focus should be on “lowering interest rates”, a theme that runs though S 3233. Too high of an interest rate is not the problem in today’s clean energy finance – it is the lack of debt at any price for the most ambitious efforts we need to accelerate. 
·  It is absolutely critical to define the type of projects any government corporation would pursue in order to achieve the extraordinary. While the 21st Century concept proposes a very specific and useful list of technologies, it provides latitude to pursue a very broad range of projects. And while the Clean Energy Investment Bank includes a definition of “Eligible Projects”, an essential concept in my opinion, I would suggest the definition be revised to include only those projects that achieve two goals simultaneously: improve the nation’s energy security AND reduce green house gas emissions. As written, this institution would have the latitude to do projects that achieve only one of those objectives, a rather low bar for the opportunity at hand.

· The concept of requiring at least 30% private investment in the Clean Energy Investment Bank seems sound and appropriate on the surface, ensuring that the Bank is not the only institution at risk. But I would suggest that some of the great investments in this country that have made real change have been initially 100% government investments. Think of the Niagara and St. Lawrence hydroelectric projects in the 40’s, the Interstate Highway system in the 50’s, and even the space program in the 60’s. There are grand scale projects that will need to be done in the areas of carbon sequestration, hot rocks geothermal technology, national transmission lines, the development of a national electric vehicle recharging system among many others, where, if done correctly and on a grand enough scale, will still be too ambitious for private sector capital. Once these grand projects are constructed, operational and proved successful, the investment can be sold down to private investors. As such, I would propose that the 30% private investment target be considered over the life of the project, not soley for the initial capitalization.

I thank the committee for this opportunity to comment on the concept of the 21st Century Energy Technology Deployment Act and the Clean Energy Investment Bank.
