
 

  

 

February 
2014 

September 2013 Clean Energy LP 
Workshop: Summary and Future 
Research Agenda 

 
 
 
 
Alicia Seiger 
Deputy Director, Stanford Steyer-Taylor Center for Energy 
Policy & Finance 
 
   

 

http://steyertaylor.stanford.edu 

 



 2 

Summary and Future Research Agenda 
The capital requirements to meet global energy demand are massive and unmet, particularly in 
light of serious economic, social and environmental realities.  Global investment in renewable 
energy, for example, is tracking at less than one half of the level required to achieve the 
International Energy Agency’s 450 ppm CO2 Scenario, which would avoid the worst impacts of 
climate change.1  Even for those investors committed to a low-carbon thesis, significant barriers 
exist.  In September 2013, twenty-five investors who manage money on behalf of endowments, 
foundations, family offices and sovereign wealth funds met at the Stanford Management Company 
to identify barriers to limited partner (LP) investment, and to explore innovative vehicles to achieve 
superior risk-adjusted returns across the clean energy sector.2 According to workshop participants, 
barriers to LP investment in the clean energy sector were significant, and success stories at the fund 
level were rare.3   

This report summarizes views participants expressed in the workshop.  In addition to summarizing 
the discussion for those in the room and other interested parties, this document sets the stage for 
the Stanford Steyer-Taylor Center’s future research agenda in this area.  

A convening of twenty-five family office investors at the TomKat Trust headquarters in San 
Francisco in November 2013 further reinforced the information and resource gaps illuminated at 
the September workshop.  As a result of these conversations, the Steyer-Taylor Center has set the 
following research and programming agenda through the 2014 - 2015 academic year.     

 Develop a map of the clean energy funding system to clearly differentiate actors (e.g. 
foundations, family offices, GPs, LPs, government, etc.) and actions (e.g. grants, loans, 
concessionary and non-concessionary investment), define the intended and unintended 
consequences of different types of capital chasing different types of objectives, and explore 
the optimal interplays among them.  

 Identify and evaluate new funding vehicles given the challenges identified with traditional 
venture capital and private equity structures. 

 Clarify the current tax treatment for Program Related investment (PRIs), donor-advised 
funds and Mission Related Investments (MRIs), and develop a road map for the future of 
socially minded investment targeting clean energy innovation and deployment. 

 Collect, analyze, and publish anonymized clean energy investment track records from 
family offices who typically do not furnish returns data. 

 Convene investors to share ideas for collaborative investment models and best practices. 

                                                 
1 Climate Policy Initiative Report, “The Challenge of Institutional Investment in Renewable Energy”, March 2013. 
2 While the discussion was focused on investments that can deliver market rate returns, participants came from both 
concessionary capital and non-concessionary capital camps. 
3 It is worth noting the relationship between these points – without success stories, no capital will flow and without 
capital mobilized, success stories are difficult to create. 

http://climatepolicyinitiative.org/wp-content/uploads/2013/03/The-Challenge-of-Institutional-Investment-in-Renewable-Energy.pdf
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Insights From Workshop Participants4 
In 2012, venture capital shifted significantly away from cleantech and into other sectors.5  The pull 
back from cleantech VC reflected a prevailing sentiment among LPs – that the sector was 
overhyped and there were only a handful of successful deals (and no successful funds).  Lost in the 
headlines chronicling the death of cleantech was the fact that VC investment represented less than 
5% of average aggregate investment across the sector over the last decade.  The high visibility of 
poor VC returns targeting breakthrough technology distracted LPs from the more active and 
successful investment types – renewable power generation and energy optimization businesses.6  
Workshop participants, armed with a pre-session fact book 7 , aimed to unpack the sector’s 
successes and failures.  Between the text and the footnotes, this write-up aims to do the same.  
Consistent with the disproportionate attention VC investment has earned to date, much of the 
workshop conversation focused on the barriers and alternatives to venture fund investing. 

 

What Has Worked 

The workshop began with an invitation for participants to share what has worked to generate 
superior risk adjusted returns in clean energy investment.   

 Collaborations with trusted partners.   One representative 
each from a family office, a renewable developer group 
and an investment and advisory firm teamed up to 
purchase an asset when the transaction size was too great 
for any one entity.  This specific collaboration was made 
possible by longstanding relationships, which enhanced 
trust among the lead principals.  

 Maximizing environmental value.  Emerging environmental markets created opportunity for 
arbitraging unrecognized environmental assets.   In one example, a syndicate was formed to 
monetize farming rights, water rights, water banks, and the development of solar and wind 
resources on one piece of property.   

 Development of in-house expertise / direct investment.  A family office with a clean energy 
mandate developed sector expertise in-house. Armed with the domain expertise to source 
deals, conduct diligence, effectively price and manage risk, and add value to management 
teams, the office was able to make direct equity investments in companies.  This strategy 
enabled better alignment of incentives and minimized fees.  Operating outside a fund structure 

                                                 
4 Insights do not necessarily represent a consensus, nor were they the specific opinion of any one individual attendee.  
5 PricewaterhouseCoopers, “Cleantech Moneytree Report: Q42013”, January 2014.  
6 Cambridge Associates Global Cleantech data.  
7 The pre-session fact-book is available upon request. 

“We work hard to build trust 
with every deal so that we can 
rely on a wider network to call 
in more capital as needed.” 

http://www.pwc.com/en_US/us/technology/publications/assets/pwc-moneytree-cleantech-venture-funding-q4-2013.pdf
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also allowed the investors to respond creatively if the need arose – particularly with regard to 
the timing of subsequent investment rounds and exits.8  

 Patience / long-term investment horizon. Two notable stars of the cleantech public markets – 
Tesla and First Solar – realized their success after many bumps over a relatively long road.  
The funding paths of these companies present problems for traditional VC fund structures.     

 Local market arbitrage in the global landscape. Renewable energy investment is particularly 
compelling where it competes with high-cost diesel fuel for electricity supply.     

 Drop-in technologies / marginal infrastructure changes. 
Rather than pursuing radical departures, investors had 
success with more efficient approaches to existing 
infrastructure.  Companies like Tesla and NEST were 
able to deploy solutions that fit into the existing utility 
infrastructure.  Solazyme created a drop-in bio-based fuel 
for cosmetics and food additives. The application of real 
estate investment trusts (REITs) to transmission towers was cited as an example of building 
existing infrastructure more efficiently.9   

 

Barriers To Investment 

The discussion then shifted to identifying barriers obstructing the flow of institutional10 capital to 
the clean energy sector.  The group generally agreed that barriers to unlocking the floodgates of 
institutional capital remain substantial and pervasive, including the following: 

 Inconsistency at the fund level.  LPs generally rely on repeatable strategies and the generation 
of consistent returns at the fund level.  While some cleantech investments had generated good 
returns, attendees noted that it was difficult to identify funds with a track record of achieving 
competitive returns in the sector.   

 Misalignment of investment horizons.  Energy technology 
innovation and deployment, especially upstream technologies 
built on lab-based innovations, often require significantly longer 
time horizons than sectors where venture capital has 

                                                 
8 Much of the institutional capital investing at the LP level is designed both organizationally (team experience and 
structure) and operationally (matching deal size and number of deals with capacity) around a fund-of-funds investment 
model, and is therefore limited in its capacity to make direct equity investments in companies.    
9 This example demonstrates that there are important lessons from other markets that may be applicable in clean 
energy.  While REITs are not universally available to renewable energy infrastructure, some entities have received a 
ruling from the IRS for specific applications, e.g. transmission.  For more see Felix Mormann and Dan Reicher’s June 
2013 Brookings paper, “Smarter Finance for Clean Energy: Open Up Master Limited Partnerships (MLPs) and Real 
Estate Investment Trusts (REITs) to Renewable Energy Investment”. 
10 For discussion purposes, “institutional” capital referred to investment by fund-of-fund endowments and asset 
management firms, sovereign wealth, pension and insurance funds.  While some barriers discussed apply to family 
office investors, those participants expressed greater ability to overcome many of the existing barriers.  

“We realized transmission 
towers looked a lot like cell 
towers, so we acquired a utility, 
filed a PLR [private letter 
ruling], and developed these 

 

“How do I bridge the 
financing gap between 
now and profitability?” 

https://steyertaylor.stanford.edu/publication/smarter-finance-cleaner-energy-open-master-limited-partnerships-mlps-and-real-estate#.UwotdIXUaSo
https://steyertaylor.stanford.edu/publication/smarter-finance-cleaner-energy-open-master-limited-partnerships-mlps-and-real-estate#.UwotdIXUaSo
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traditionally flourished, such as software and communications technologies.  Attendees 
recognized that returns in “deep tech” cleantech are less likely to align with a 5-year 
investment period or a 10-year fund life.  While the term “patient capital” did not sit well with 
the several attendees, those who invested on behalf of family offices expressed greater ability to 
match return horizons with the sector’s development and deployment cycles.  Most agreed that 
there are opportunities for new investment vehicles better aligned with longer-term innovation 
and deployment cycles. 

 Asset class silos.  Silos both within an asset management company (e.g. venture, private equity, 
fixed income, real assets) and among types of capital (e.g. private, philanthropic and 
government) created barriers to investment.  This “capital handoff” has proven problematic for 
cleantech companies, as evidenced in the often cited “innovation valley of death” and the 
“commercialization valley of death”11.  Whether this challenge is a result of the sector’s relative 
immaturity or something unique to energy technology remained an open question.  Regardless, 
investors whose mandate was oriented thematically rather than by asset class or type of capital 
reported much greater activity and better returns.  

 Herd mentality among traditional investors.  Institutional capital can tend to move as a herd –
money moves in and out of sectors in a collective fashion.  Investments that are more attractive 
today than they were circa 2008 are finding it harder to secure capital as LPs have pulled back 
after a period of headline poor returns.  Some participants noted that the high profile failure of 
cleantech venture capital has tainted perceptions of all asset classes in the sector.12 

 VC fund structure.  Due to the pressure to generate home-run returns in a fixed time period, 
the venture fund structure can work against the long term market opportunity of a cleantech 
company, especially as it relates to the application of its 
technology to energy plays (e.g. a high efficiency battery 
company will have a more efficient path to profitability by 
selling into the mobile phone market than electric 
vehicles or grid storage.13)   

 Lack of domain experience and experience.  LPs noted 
to a lack of GP expertise in the existing energy market (its 
incumbent players and infrastructure) among GPs.   

 Government / overly complex tax policies.  Lack of 
policy certainty and strong leadership from the federal 

                                                 
11 The Steyer-Taylor Center is also actively engaged in research evaluating novel financing structures to commercialize 
breakthrough energy technologies.  A summary report of this work is expected to be published later in 2014.  
12 There is often further conflation of US and global investment landscapes.  The important distinction is that while 
capital flows into and out of US VCs investing in cleantech has decreased dramatically, clean energy asset finance, 
growth equity and R&D has grown or remained stable worldwide.  It is also worth noting that Chinese investment in 
the sector pushed technology and deployment through this period.  Steyer-Taylor Center Scholar-in-Residence Jeffrey 
Ball researches and writes on cross-border US-China clean energy investment and how it’s changing.  
13 It is important to note that the battery example highlights a distinction between returns oriented and mission oriented 
capital.  Investors seeking competitive returns will want their management teams to focus on paying customers first.  A 
concessionary investor might choose to forgo market segments that can deliver a self-sustaining business in favor of 
focusing product development on higher environmental impact market segments.    

“You need to be an ‘energy’ 
person before you can be a 
‘clean energy’ person. 
Companies and investors need 
to innovate within the structure 
of existing markets, not in an 
environment where capital 
flows to technologies for 
markets that don’t exist.” 
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government was cited as a major impediment to the flow of capital to the sector.   There was 
agreement that a carbon price was ultimately inevitable, and a sense that the US government 
could be doing a lot more to build an economically efficient path to a low carbon economy.  
Some participants did not directly participate in tax-equity investments because of their tax-
exempt status. Complicated syndicate structures are required to take advantage of these 
subsidies, limiting the pool of investors utilizing them to very few. 

 Governance structures.  It was noted that the principal-agent chain had become too long, 
especially for large institutional investors, which made it more difficult to bring different 
sources of capital together.14     

 Lack of supply.  While family offices prioritizing clean energy as an investment theme have 
found ways to source or create attractive deals, there was consensus about an overall lack of 
replicable and scalable opportunities to attract more traditional and institutional investors.  Still 
a relatively new industry, investor risk was poorly understood and the tools for managing risk 
were not well developed. Participants expected that, as 
the cleantech market matured, there would be more 
people and tools capable of effectively and efficiently 
measuring and managing risk, which in turn would give 
more comfort to the larger institutional investors.    

 

Vehicles for Deploying Capital  

During the final portion of the workshop, participants discussed investment vehicles that are well 
suited to clean energy finance.    

  “VC Style” direct investing.  Rather than putting capital into a VC fund, where the general 
partners will take a 2% management fee and 20% of realized returns, investors with the 
flexibility and expertise were directly putting equity into early stage companies.  One family 
office investor reported that in the eight years he had been doing venture style investing, that 
area was in the top five returns of the overall portfolio.15   

 “The Next Wave.”  Some participants believed the next wave of venture capital investment was 
already beginning. Companies like Nest and OPower were highlighted as examples of this 
future.  Participants did not see this wave limited to "clean web”, but rather one that would be 
built on lower capital intensity, shorter gestation, IT-based downstream business models.  
Specialist GPs could lead this wave, but until LP sentiment shifted, these investors will be 
handicapped in their ability to raise funds. 

                                                 
14 Executive Director of the Stanford Global Project Center and workshop attendee Ashby Monk researches and writes 
about institutional investor governance structures.  See his Institutional Investor blog, Avenue of Giants, and his 
February 2104 paper, “’The Valley of Opportunity’ Rethinking Venture Capital for Long-Term Institutional 
Investors”. 
15 It is important to note that this family office has a robust team of domain experts in house, a significant amount of 
investable capital, and stage flexibility.   For more on in-house asset management, see Ashby Monk’s December 2012 
paper, “Principles and Policies for In-House Asset Management”. 

“There isn’t a shortage of 
capital for these companies, 
there’s a shortage of companies 
for this capital.” 

http://www.institutionalinvestor.com/Blogs-and-Columns-Ashby-Monks-Avenue-of-Giants.html
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2391005
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2391005
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2189650
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 New platforms for direct investments. A network of 
sovereign wealth funds had recently begun deploying 
capital in creative ways through the creation of new 
platforms that aligned investment interests, deal size and 
time horizons.  At the time of the workshop, the group had already deployed $300 million in 
VC style cleantech deals through direct investments.  The platform allowed for early stage 
technology investment, supported by significant capital resources to fund deployment in an 
asset-based power generation company.   

 Strategic joint-ventures.  Participants also highlighted the important role of strategic investors, 
like major industrial or energy companies, within the cleantech ecosystem.  Beyond providing 
capital for emerging ventures, large corporate players can be customers, co-development 
partners, pipeline developers, or joint-venture partners.  Strategics also can be valuable to 
capital providers by providing networks to other companies that might help inform investment 
decisions.  Strategics generally have strong appetites to pay for technologies that reduce costs or 
enable the ability to expand product offerings to their existing customer base.  Large 
incumbents need strategic acquisitions to be meaningful in 
scale for potential investment, but an ability to open up 
their channels for a small company with a great solution.  
These channel partnerships can also create an 
opportunity for a third party to finance technology 
deployment.      

 Project finance.  Some investors were considering small scale financing for renewable energy 
and energy efficiency plays with credible counterparties and proven technologies.  Where 
achieving scale was difficult, investors could turn to companies who aggregated capital and 
acted as third party financiers.   

  

“We need to be purposefully 
collaborative.” 

“We look at investment as an 
extension of R&D.” 
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