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The Center for Public Enterprise (CPE) is a think tank specializing in developing
public finance and development programs for housing, energy, and
transportation. In the energy sector, CPE studies approaches to accelerating
the development of a grid that can meet load growth needs in the coming
decade. Our particular speciality is on public finance tools.

The Department of Energy (DOE) requested stakeholder input on how to
utilize its funding programs and authorities to rapidly expand energy
generation and transmission grid capacity to meet electric demand growth in a
reliable and affordable manner. CPE’s responses are below:

1. Provide concessional capital in a manner that substitutes for
high-cost equity in utility capital stacks. Because utilities have a
pressing need for grid upgrades to facilitate large load interconnection,
they are also pressing public service / public utility commissions to
approve the ratebasing of project capital expenditures. Equity adds
significant financial costs to these projects, so much so that it may slow
ratebasing in light of public outcry over rising electricity prices. This
presents a threat to utility debt financing unless/until public approval of
additional capex is secured. Federal loans and guarantees that increase
project loan-to-value ratios have two advantages: (1) they reduce costs
of capex by lowering the weighted average cost of capital; (2) they
reduce tax obligations from projects. The downside, from the utility
perspective, is that such concessional capital would limit ratebasing on
transmission. However, access to large load tariffs may incentivize the
utility to consider this option in order to mitigate the risk of political
backlash against large projects.

2. Prioritize reform of the national interest designation process for
transmission projects so that the Department can utilize the
Transmission Facility Financing Program (TFF). The TFF can finance
construction or modification of transmission facilities designated by
the Secretary to be necessary in the national interest under section
216(a) of the Federal Power Act.! The facility can cover up to 80 percent
of project costs for a period of up to 90 percent of projects’ useful lives.
The DOE should continue working with Congress to change the
national interest designation process so that the Secretary of Energy
can more expeditiously set priority corridors that then qualify projects
for TFF financing. This was the approach taken by the proposed
Energy Permitting Reform Act of 2024 and is well suited to a future
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round of bipartisan permitting reform legislation. In addition, the DOE
should explore pathways to changing the national interest designation
process without legislation.

Prioritize lines in the Mountain West region using the Transmission
Facilitation Program (TFP) and loan authorities at DOE. There is
considerable interest among Mountain West states to pave the way for
deploying next-generation and enhanced geothermal energy projects.
As part of our research into the sector, we found transmission
constraints to be a significant impediment to securing financing for
commercial-scale geothermal projects.® Electricity projects utilizing
next-generation geothermal technologies will likely require significant
grid upgrades because of the location-dependent nature of the best
heat source relative to local large loads and regional export
opportunities beyond state boundaries or to grid service territories. At
the same time, the region’s states are in the early stages of a much
needed regionalization of their transmission system. As such, the
Department should prioritize grid upgrades in the Mountain West
region to make sure that bulk loads can freely cross into high demand
areas and to facilitate the regionalization process.

Remove obstacles to the synchronization of approval processes for
loan, technical assistance, and other deployment support programs
that project developers seek to access. The Department should seek
to consolidate internal project review and underwriting procedures
such that projects that have already undergone review can easily
request access to other programs or assistance for which they might
already be eligible. This will enable the Department to mitigate delays
and thereby lower costs to consumers.

Continue working with Congress to ensure the passage of regular
grid planning. The Energy Permitting Reform Act of 2024 would’ve
mandated that DOE undertake a triennial study of transmission
capacity constraints and congestion. This study would then have been
the basis for a new process of designating priority corridors for TFF
financing and would’ve served as the basis for establishing backstop
authority on new lines. The DOE should work with Congress to institute
arequirement for a similar study that supports the administrations’
ability to deploy its finance programs and catalyze project
development.

Use the Energy Dominance Financing facility to support the
development of site-specific flexible capacity for large loads,
particularly via batteries and energy storage technologies. Insofar as
the Energy Dominance Financing facility is authorized to support the
deployment of “known and forecastable” energy resources to support
electricity supply, the facility should collaborate with utilities and large
load customers to scale up the deployment of energy storage
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technologies, which help balance grid frequency oscillations, smooth
price fluctuations in energy markets that could otherwise harm
ratepayers, and help large load customers manage their power demand
needs. The rapid growth of battery storage in Texas to serve rapidly
increasing energy demand testifies to the comfort of developers,
lenders, and ERCOT with the technology as a “known and forecastable”
resource.

7. Make it easier to pool different projects into a portfolio so that the
project portfolio can pursue Title 17 financing. It has always been
possible for the DOE to finance a portfolio of multiple smaller projects
aggregated into a single financial structure. However, in practice, DOE
deals still prioritize discrete projects. The DOE should adapt its
approach to support grid modernization. Because grid upgrades
improve system capacity non-linearly through the synchronization of
generation, storage, and other ancillary services. Prioritizing sets of grid
upgrades—aggregated into portfolios—would not only improve project
economics but would allow DOE to target all of its programs in a
concerted fashion toward the needs of large load customers (such as
data centers, manufacturing facilities, critical minerals processing, etc.)
and to the interconnection of complementary firm generation and
storage technologies. Historically, the application process of Title 17
financing facilities has not given applicants, especially developers, the
certainty that the DOE will look favorably on project portfolios (large or
small) on par with singular projects or loans to utilities. This uncertainty
limits the reach, efficacy, and impact of all DOE programs that seek to
bolster investment into the grid.
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