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Implementing President Trump’s Energy Dominance Agenda:
Past and Future Role Of The Loan Programs Office

American Council for Capital Formation Center for Policy Research’

EXECUTIVE SUMMARY

As the U.S. navigates the first 100 days of the The DOE administers four direct loan and loan
new Administration, there has been an unprec- guarantee programs through LPO:
edented tectonic shift in economic policymak-

ing from domestic to international issues. With e The Innovative Energy Loan Guarantee
the goal of reshaping the U.S. economy into a Program (Title 17): This program provides
manufacturing powerhouse, the Administration loan guarantees for eligible innovative
started putting policies in place to encourage technologies that are not yet commer-
creation and onshoring of the manufacturing in- cially available, such as renewable ener-
dustry. Secure and abundant energy is an inte- gy systems, advanced fossil energy tech-
gral part of the puzzle of creating a competitive nologies, advanced nuclear technologies,
manufacturing sector and key theme in the flurry and many others.

of executive orders issued so far.
Innovative Energy (1703): Support for new

The Loan Programs Office (LPO) at the Depart- or significantly improved technologies.
ment of Energy, which has been an integral part
of advancing new technologies in the U.S. since Innovative Supply Chain (1703): Financ-
2005, can be a helpful complement to the Admin- ing for projects that employ new or sig-
istration’s goal of creating energy dominance. nificantly Improved Technology in the
The Office, which manages loan guarantees for manufacturing process for a qualifying
the Department, was born out of the economic clean energy technology or for projects
and energy necessities of the early 2000s: Rising that manufacture a new or significantly
energy prices, growing dependence on foreign improved technology.
oil, and concerns about energy security mobi-
lized a government-wide effort to increase do- State Energy Financing Institution (SE-
mestic energy production, while also promoting FD-Supported (1703): Financing for proj-
energy efficiency through various incentives and ects that support deployment of qualify-
regulations, at the same time balancing environ- ing clean energy technology and receive
mental goals and economic growth. meaningful financial support or credit
enhancements from an entity within a
The focus of LPO is to help commercialize new state agency or financing authority.
energy technologies by providing access to cap-
ital that is not readily available in the private Energy Infrastructure Reinvestment
marketplace. Their focus has evolved over time (1706): Financing for projects that re-
with changing economic realities and the politi- tool, repower, repurpose, or replace
cal goals of various Administrations. energy infrastructure, that has ceased

' The ACCF Center for Policy Research is a nonprofit 501 (c)(3) organization that brings together academics, policymakers, business execu-
tives, and members of the press to discuss important new research on economic, energy, and environmental policies. For further informa-
tion, contact the ACCF CPR, 1001 Connecticut Avenue, N.W., Suite 620, Washington, D.C. 20036; telephone: 202/293-5811; fax: 202-785-
8165; e-mail: pcebi@accf.org; Web site: www.accf.org.
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operations or upgrade operating en-
ergy infrastructure to avoid, reduce,
utilize, or sequester air pollutants or
greenhouse gas emissions.

e The Tribal Energy Loan Guarantee Pro-
gram: Federally recognized Indian tribes
or Alaska Native Corporations are eligible
for these guarantees to develop energy
including drilling, mining, or refining fos-
sil fuel energy, transmission infrastructure
and energy storage, as well as production
of renewable energy.

e The Advanced Technology Vehicles Man-
ufacturing Loan Program (ATVM): This
program was established to raise U.S. fuel
economy standards and encourage do-
mestic production of fuel-efficient cars.

e Carbon Dioxide Transportation Infrastruc-
ture Finance and Innovation Program (ClI-
FIA): This program, established under the
Bipartisan Infrastructure Law (BIL) in 2021,
is designed to set up and finance a carbon
dioxide transportation infrastructure.

According to LPO, as of December 2024, the of-
fice has issued loan and loan guarantees of $69
billion, consisting of innovative clean energy
projects and advanced technology vehicle man-
ufacturing facilities across the United States.

The office has been fairly broad in funding a va-
riety of energy technologies, despite the per-
ception that it has focused on renewable ener-
gy. These projects have ranged from restarting
a nuclear power plant (Holtec Palisades) to
address baseload power to broadening the U.S.
manufacturing base in batteries and lithium
processing, as well as deploying strategic scale
backbone transmission infrastructure (Grain
Belt Express) to strengthen grid reliability and
security. According to financial data provided by
the Office:

e Overthelife of the program, LPO-support-
ed projects created over 47,300 perma-
nent jobs and produced over 127 million
MWh of energy, equivalent to powering 1
million houses.

e The Program generates a net revenue for
the U.S. Treasury: During fiscal year 2023,
$556 million in principal and an addition-
al $484 million in interest payments were
received. Principal repayments over the
portfolio’s lifetime totaled $14.3 billion,
representing 43% of total funds disbursed,
while interest payments totaled an addi-
tional $4.9 billion over the portfolio’s life-
time.

e At the end of 2024, the interest payment
of $5.6 billion was more than 5 times high-
er than the actual and estimated loss of
$1.03 billion, creating $4 billion plus net
gain for the U.S. taxpayer.

In today’s U.S. economy, the track record of the
LPO indicates that the program can be critical in
achieving important energy and manufacturing
goals, such as:

e Accelerating new technologies in energy
deployment.

e Supporting domestic energy manufactur-
ing by increasing energy and supply chain
projects in the country, building a reliable
domestic energy workforce, and ultimate-
ly increasing American supply chain com-
petitiveness.

* Helping emerging energy technologies
create affordable energy and make it
achievable for workers, consumers, and
communities.

* Unlocking private sector investment in
energy and manufacturing by demon-
strating the viability of new technologies
and financing structures.


https://www.energy.gov/lpo/holtec-palisades
https://www.energy.gov/lpo/articles/lpo-announces-conditional-commitment-grain-belt-express-construct-high-voltage-direct
https://www.energy.gov/lpo/articles/lpo-announces-conditional-commitment-grain-belt-express-construct-high-voltage-direct

e Strengthening critical materials supply
chains which represent the key input for
many advanced manufacturing products.

A significant number of the Administration’s Ex-
ecutive Orders target various aspects of these
goals. And the LPO can be a great policy tool:

e Use LPO to set the country’s energy in-
frastructure on a sustainable path to meet
energy demand.

* Use LPO to gain a competitive advantage in
international trade in advanced technologies.

* Use LPO to mobilize private investment in
critical energy infrastructure.

» Use LPO strategically with other policy
tools to increase its effectiveness.

 Use LPO to upgrade and restart existing in-
frastructure to strengthen the nation’s grid.

The new Administration took over many con-
ditional loan commitments. Given the rigorous
approval process, if the loans meet the condi-
tions, final approval should be given to green-
light these projects. However, recent budget and
staffing cuts at the agency level could negatively
impact this process. A careful approach to these
cuts should consider how energy security and
dominance might be impacted. Considering the
staffing and resource shortages at DOE, difficult
choices need to be made to prioritize project ap-
provals. An efficient approach could be prioritiz-
ing the approvals of the projects under section
1703, based on the core mission of LPO. Such an
approach could be tremendously helpful in de-
creasing the uncertainty in markets and in speed-
ing up the needed work in energy markets to in-
crease abundance, affordability and security.
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The Administration should avoid repeating the
mistakes of past LPO eras where politically fa-
vored investment led to poor loan performance
(Solyndra) and partisan criticism of LPO’s mis-
sion. Applying a “favored-technology litmus test”
to frozen funding would be a mistake. Instead,
LPO should evaluate projects based on their out-
come, impact, and confidence of repayment.



INTRODUCTION

Currently, the Administration is looking at var-
ious tools in its policy toolbox to increase do-
mestic energy production. While certain sourc-
es of energy might be favored in this, a prudent
approach would be to create an energy portfo-
lio diverse enough that it can withstand long-
term policy challenges and provide certainty of
secure and abundant energy for the country’s
economic needs. This approach will require not
only re-upping and building existing technolo-
gies but also helping advanced technologies to
commercialize. In addition, increased energy
production can help negate any potential in-
crease in prices caused by tariff increases and
help U.S. consumers to maintain their standard
of living.

The Loan Programs Office (LPO) at the Depart-
ment of Energy, which has been an integral part
of advancing new technologies (even though
used sporadically) in the U.S. since 2005, can be
a helpful complement to the Administration’s
goal of creating energy dominance. This short
white paper first gives a brief history of the LPO
and discusses its track record over the past 20
years. It then considers how LPO could be a
successful component of the overall U.S. energy
policy based on the currently announced goals
of the Administration.

Aligning Energy, Economic, & National Security
- A Brief History of the Loan Programs Office
and Loan Guarantees Programs

Loan guarantees—described as “a loan or se-
curity on which the federal government has re-
moved or reduced a lender’s risk by pledging
to repay principal and interest in case of default
by the borrower”2—aren’t a new concept in U.S.
policymaking. In fact, loan guarantees have long

been a part of U.S. policy and have been used
for different purposes and goals, on many oc-
casions addressing bipartisan concerns in the
economy. For example, the Home Owners’ Loan
Corporation (HOLC) was established as part of
the Roosevelt Administration’s 100-day initia-
tives. HOLC’s goal was to protect “small home
owners from foreclosure and to relieve them
of a portion of the burden of excessive interest
and principal payments incurred during a pe-
riod of higher values and higher earning pow-
er.”® Today, the U.S. government provides loan
guarantees ranging from small business loans to
encourage entrepreneurship to mortgages via
different government agencies.*

But ultimately these loans aim to mobilize
targeted private investments in important
segments of the American economy such as
infrastructure, housing and domestic food
supply chains.®

In the energy field, the history of loan guaran-
tees goes back to the early 1970s and their use
to demonstrate alternative energy technologies.
For example, the Department of Energy Act
of 1978 authorized the Secretary of Energy to
guarantee loans for alternative fuel demonstra-
tion facilities. These types of loan guarantees
for energy projects were different than previous
ones—like student borrowers or low-income
house support—because they represented only
a small number of borrowers, and the risks could
not be pooled across large groups via insurance
fees. These new types of loan guarantees also
came with their own set of questions, regarding
their costs and effectiveness. Some proponents
underlined the low budgetary cost of these
loans and their minimal federal intervention,
since the government was not altering the deci-

2 Congressional Budget Office, “Loan Guarantees: Current Concerns and Alternatives for Control,” August 1978.

3 George Selgin, “The New Deal and Recovery, Part 28: A New Deal for Housing,” April 12, 2023, Cato Institute.

4 For current government obligations and details, see Estimates of the Cost of Federal Credit Programs in 2024,

Congressional Budget Office, August 2023.

5 Kyle Peterdy and Jeff Schmidt, “Government Guarantee,” Corporate Finance Institute.



chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.cbo.gov/sites/default/files/95th-congress-1977-1978/reports/78doc231.pdf
https://www.cato.org/blog/new-deal-recovery-part-28-new-deal-housing-0
https://www.cbo.gov/publication/59499
https://corporatefinanceinstitute.com/resources/commercial-lending/government-guarantee/

sion-making process for lenders and borrowers
in the economy.® Opponents, however, argued
that the apparent low-cost of these programs
could lead to the undertaking of projects that
would otherwise not be realized. But, despite
some pushback, the energy price shock of 1979
further mobilized the use of these loans for cre-
ating the synthetic fuels industry and they were
also used for alcohol fuel projects.”

LPO: Supporting Private Energy Investment

LPO, Federal Support for Private Energy
Infrastructure Investment

The Loan Programs Office (LPO) of the Unit-
ed States Department of Energy (DOE), which
manages loan guarantees for the Department,
was also born out of the economic and energy
necessities of the era. In the early 2000s, rising
energy prices, growing dependence on foreign
oil, and concerns about energy security mobi-
lized a government-wide effort to (1) increase
domestic energy production, (2) promote en-
ergy efficiency through various incentives and
regulations, and (3) balance environmental
goals and economic growth. In fact, the National
Energy Policy Development Group that was es-
tablished by President George W. Bush in 2001
released a comprehensive report to set a “long-
term strategy that uses leading-edge technol-
ogy to produce an integrated energy, environ-
mental and economic policy.”® These efforts
ultimately led to the Energy Policy Act of 2005,
signed into law by President Bush, to “ensure
jobs for our future with secure, affordable and
reliable energy.”

The LPO was established in 2005 with the goal of
accelerating the development and deployment

of new energy technologies through financial
support for large-scale infrastructure projects.
In 2009, Congress passed the American Recov-
ery and Reinvestment Act, which created a tem-
porary loan guarantee program for the deploy-
ment of clean energy technologies, significantly
expanding the types of projects that qualify for
the program. This pushed beyond the original
goal of LPO but at the same time increased the
economic reach of the program.

The focus of LPO is to help commercialize these
new technologies by providing access to capital
that is not readily available in the private mar-
ketplace. Its focus evolved over time with the
changing economic realities and political goals
of the Administrations. For example, the Infla-
tion Reduction Act (IRA) of 2022 expanded the
types of projects eligible for financing and in-
creased LPO’s lending authority to support the
Administration’s goals at the time, which mainly
focused on clean energy, domestic job creation
and domestic manufacturing goals.™

The DOE administers four direct loan and loan
guarantee programs through LPO:

® The Innovative Energy Loan Guarantee
Program (Title 17): This program pro-
vides loan guarantees for eligible innova-
tive technologies that are not yet com-
mercially available, such as renewable
energy systems, advanced fossil energy
technologies, advanced nuclear technol-
ogies, and many others. To qualify for
these loans, applicants should demon-
strate that their projects decrease their
environmental footprint by avoiding, re-
ducing, or sequestering air pollutants or
greenhouse gas emissions and that they

6 CBO, 1978.

7 Congressional Research Service, “Loan Guarantees for Clean Energy Technologies: Goals, Concerns, and Policy

Options,” January 17, 2012.

& National Energy Policy Development Group, “National Energy Policy,” May 2001.

° Energy Policy Act of 2005.

0 Department of Energy, “Transforming Clean Energy Financing and Supply Chains in the United States: LPO One

Year After the IRA,” August 16, 2023.
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use new and improved technologies. Spe- e
cifically, the Title 17 program supports:"

Innovative Energy (1703): Financing
for new or significantly improved tech-
nologies.

Innovative Supply Chain (1703): Fi-
nancing for projects that employ

new or significantly improved tech- e
nology in the manufacturing process

for a qualifying clean energy tech-
nology or for projects that manufac-

ture a new or significantly improved
technology.

State Energy Financing Institution
(SEFD-Supported (1703):. Financing
for projects that support deployment
of qualifying clean energy technol-
ogy and receive meaningful finan-
cial support or credit enhancements
from an entity within a state agency

The Tribal Energy Loan Guarantee Program:

Federally recognized Indian tribe or Alaska
Native Corporations are eligible for these
guarantees to develop energy including
drilling, mining, or refining fossil fuel ener-
gy, transmission infrastructure and energy
storage, as well as production of renew-
able energy.

The Advanced Technology Vehicles Man-

ufacturing Loan Program (ATVM): This

program was established to raise U.S. fuel
economy standards and encourage do-
mestic production of fuel-efficient cars.

The Carbon Dioxide Transportation Infra-

structure Finance and Innovation Program

(CIFIA): This program, established under
the Bipartisan Infrastructure Law (BIL) in
2021, is designed to set up and carry out
a carbon dioxide transportation infrastruc-
ture finance and innovation program.

or financing authority. According to LPO, as of December 2024, the office

has issued loan and loan guarantees of $69 billion,
Energy Infrastructure Reinvestment  consisting of innovative clean energy projects and
(1706): Financing for projects that  agvanced technology vehicle manufacturing facili-
retool, repower, repurpose, or replace  tjes across the United States.? Table 1 summarizes
energy infrastructure that has ceased  the composition of the $69 billion. Out of this $69

operations or to upgrade operating  pijlion,
energy infrastructure to avoid, re-

duce, utilize, or sequester air pollut-

ants or greenhouse gas emissions.

$40.5 billion was disbursed.

Table 1. LPO Portfolio Performance Summary as of 12/31/24

Loan and Loan guarantees issued $69.0 billion
Conditional committements $41.2 billion
Amount disbursed $40.5 billion
Principal Repaid $15.2 billion
Interest Paid $5.6 billion
Actual and Estimated Losses $1.03 billion
Actual and Estimated Losses as % of Total Disbursement 3.00%

Source: U.S. Department of Energy, “LPO Portfolio”

" Loan Programs Office, “Annual Portfolio Status Report,” Fiscal Year 2023.

2. Department of Energy, “Loan Guarantees for Projects that Employ Innovative Technologies.”
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https://www.energy.gov/lpo/portfolio

During the last days of the Biden Presidency,
the office finalized another $16 billion worth of
three projects and made four new conditional
commitments.”™ Overall, LPO maintains a current
portfolio of almost $100 billion in closed loans
and monitors the construction and operations
of these projects.”

LPO Over the Years: Success Story or Failure

The mission, vision, and reach of LPO has been
shaped by various Administrations over the
years. In its early foundation, under Title 17 of
the Energy Policy Act of 2005, the office aimed
to offer loan guarantees for new technologies
to reduce pollution—predominantly in electrici-
ty generation—that were controlled by strict pa-
rameters, such as offering loan guarantees for
projects that have fewer than three commercial
implementations.” The reasoning behind gov-
ernment support was the assumption that se-
curing funding for advanced energy projects
could be difficult due to inherent risks associ-
ated with new technologies. Enough funding
was also necessary to bridge the gap between
development of new projects and the commer-
cialization stage. There was also no incentive
for the private sector to follow clean energy in-
novations due to a lack of policies that target-
ed externalities related to pollution. The heavy
upfront capital investment requirement in elec-
tricity generation put new technologies at a sig-
nificant disadvantage vis-a-vis existing technol-
ogies and the loan guarantees aimed to lessen
some of that risk by providing favorable rates
for borrowers. Ultimately, these guarantees
turned into credit subsidies for the borrowers.

Initially, there was no appropriation provided
by Congress to cover the credit subsidy costs
of loan guarantees and the borrowers were re-
quired to pay various fees to cover the costs of
their own projects in addition to interest expens-

es. Under these terms, the program remained
obscure and failed to attract borrowers.

However, the American Recovery and Reinvest-
ment Act (ARRA) of 2009, that was enacted
to address the economic turmoil of the Great
Recession, changed the dynamics. Title 17 was
amended with the introduction of section 1705,
that stipulated that DOE could guarantee loans
for projects using existing commercial technol-
ogies. ARRA also provided $2.5 billion to cover
the cost of credit subsidies, which was equiv-
alent to supporting $18 billion in loan guaran-
tees, according to DOE calculations. With this
temporary injection of money and expansion of
the program’s reach, LPO increased its footprint
in innovation and economic/environmental pol-
icy. Unfortunately, the programs expansion co-
incided with the political realities of the day:
President Obama’s goals of economic growth
through clean energy and “green job” creation,
has put the office and loan guarantees in the
spotlight. Many saw the program as politicized,
favoring the industries that the Administration
preferred. The bankruptcy of the first company
that received a loan guarantee under ARRA—
Solyndra, on September 2nd, 2011—dominated
the news cycle at the time and raised questions
about the program. A staff report of the Com
mittee on Oversight and Government Refor
dubbed the whole experience as “evidence o
the folly of subsidizing green energy combine
with the folly of politicians hand-picking winner
and losers in the market.””

Despite the negative press surrounding th
Solyndra bankruptcy, there were also succes
stories highlighted by new energy sources an
advanced vehicles breaking into the commercia
market. In some cases, the lead of LPO mobi
lized the private sector as intended, reducin
risk for innovative technologies and creating a
financing model that could be adopted by the

3 Maeve Allsup, “On its last day, LPO finalizes more than $16 billion in loans,” January 17, 2025.

4 Loan Programs Office, “LPO Year in Review 2024,” January 17, 2025.
> Department of Energy, “Loan Guarantees for Projects that Employ Innovative Technologies.”

6 Government Accountability Office, “DOE Loan Programs: Information on Implementation of GAO Recommendations and Program

Costs,” March 3, 2016.

7 U.S. House of Representatives Committee on Oversight and Government Reform, “How Obama’s Green Energy Agenda is Killing

Jobs,” September 22, 2011, pg. 5.
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private sector. In 2011, LPO provided loan guar-
antees to the first five utility scale solar projects
over 100 MW in capacity, which was followed
by 45 major solar projects of 100 MW capaci-
ty or more by 2016—all privately financed—re-
sulting in a 531% increase in installed capacity.”®
The support for advanced vehicles at this time
period also “jump started” the industry. A $465
million loan to Tesla in 2010 was used to re-open
an automative manufacturing plant in California
to produce battery packs, electronic motors and
other components, creating 1,500 full-time jobs
at the time.”® A $1.4 billion loan to Nissan, which
was used to retool Nissan’s Tennessee plants to
onshore the manufacture of electric vehicles,
helped create 1,300 full-time jobs.?°

LPO was also instrumental in jumpstarting the
nuclear industry through $8.33 billion in loan
guarantees for the construction and operation
of two new, innovative 1,100 MW nuclear reac-
tors at Georgia’s Plant Vogtle in February 2010.7
This first new nuclear power plant construction
in the U.S. after a 30-year hiatus had its chal-
lenges due to its unique size and a dormant in-
dustry that became stagnant in domestic supply
chains and required a skilled workforce. But the
continuous support of the DOE in the field not
only helped the Vogtle project but also mobi-
lized the development and manufacture of ad-
vanced nuclear technologies.

However, the surge of project applications and
approvals came to a halt at the end of 2011, since
ARRA included a deadline to issue loans and
loan guarantees by the end of that year. Accord-
ing to experts, “the lack of clarity in eligibility
criteria and complicated application processes
deterred many prospective borrowers, despite
the draw of low interest rates.”?? During the first
Trump Presidency, the Administration’s budget
requests continuously asked for elimination of
the program, creating uncertainty for potential

borrowers. The only exception was a new loan
guarantee commitment to the Vogtle nuclear
plant in the amount of $3.7 billion on September
29, 2017, showing the importance of the project
across Presidential Administrations.

The dormant program became active again af-
ter the signing of the Energy Act of 2020. The
Act reformed the program, taking into account
ongoing demands to increase transparency and
efficiency. Specifically, the Act:?

* Deferred collection of certain fees for loan
applicants,

®* Expanded eligibility to include innovative
projects that could also employ elements
of established commercial technologies,

® Clarified eligibility of projects involving
nuclear supply chains, carbon manage-
ment, and energy storage, and

® Created a process to obtain written anal-
yses of the financial terms and conditions
of any proposed loan in coordination with
the U.S. Department of Treasury.

The Infrastructure Investment and Jobs Act
(also known as the Bipartisan Infrastructure
Law), that was signed into law on November 15,
2021, with the aim of repairing and modernizing
the nation’s infrastructure, introduced further
improvements in the LPO program by:?*

® Formalizing evaluation criteria for the
reasonable prospect of repayment as a
condition of loan approval,

®* Codifying established LPO practices to
ensure that political influence does not
impact project selection, and

8 Energy Futures Initiative, “Leveraging the DOE Loan Program,” March 2018.

° bid.
20 | oan Programs Office, Nissan Project Summary.

21 Loan Programs Office, “How the Loan Programs Office and Plant Vogtle are Shaping the Energy Transition

through Nuclear Technology,” October 28, 2022.

22 Third Way, “How to Unleash the LPQO’s True Potential,” July 27, 2021.
23 Loan Programs Office, “Getting to Know LPO: Energy Act of 2020, BIL Implementation,” November 10, 2022.
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® Strengthening reporting requirements
on LPO project metrics, such as types of
technologies supported, jobs created, and
estimates of emissions avoided.

These reforms—which improved program predict-
ability and efficiency for borrowers while strength-
ening taxpayer protections—have often been
overshadowed by an increase in loan authority?®
enacted in the Inflation Reduction Act of 2022.
Although this expansion spurred a significant
uptake in LPO projects during the Biden Admin-
istration, it was controversial and led to accusa-
tions the program was straying from its original
mission, which we discuss in more detail later.

Assessing LPO’s Portfolio: Broad Funding -
Substantial ROI to Taxpayers

LPO has announced 53 deals totaling approxi-
mately $107.6 billion in committed project in-
vestment—approximately $47.0 billion for 28
active conditional commitments and approxi-
mately $60.6 billion for 25 closed loans and loan
guarantees.?¢

The office has been fairly broad in funding a vari-
ety of energy technologies, despite a perception
of a focus on renewable energy. These projects
ranged from restarting a nuclear power plant
(Holtec Palisades) to address baseload pow-
er, to broadening the U.S. manufacturing base in
batteries and lithium processing, as well as de-
ploying strategic scale backbone transmission
infrastructure (Grain Belt Express) to strength-
en grid reliability and security. Figure 1 shows
the current portfolio of projects in approximate-
ly 90 locations with a total financing amount of
$137.4 billion.

LPQO’s statistics for 2024 also provide details
regarding the economic impact of the cumula-
tive LPO program: Over the life of the program,
LPO-supported projects created more than
47,300 permanent jobs and produced over 127
million MWh of energy, equivalent to powering 11
million houses.?” Another interesting data point
is the loan repayment and interest revenue for
the U.S. Treasury: During fiscal year 2023, $556
million in principal and an additional $484 mil-
lion in interest payments were received. While

Figure 1. Projects in LPO Portfolio
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25 Approximately $11.7 billion is appropriated for LPO programs to support issuing new loans under IRA. This
expands LPO’s existing loan programs by approximately $100 billion in new loan authority. The Act also added
a new program to repurpose energy infrastructure that has ceased operations or are still operating. For more

information, see Inflation Reduction Act of 2022.
26 PO, January 2025.

27 Loan Programs Office, LPO Portfolio Performance Summary as of 12/31/24.
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principal repayments over the portfolio’s life-
time?® totaled $14.3 billion, representing 43% of
total funds disbursed, interest payments totaled
an additional $4.9 billion over the portfolio’s life-
time. In addition, the data in Table 1 shows that
at the end of 2024, the interest payment of $5.6
billion was more than five times higher than the
actual and estimated loss of $1.03 billion, creat-
ing a more than $4 billion net gain for the U.S.
taxpayer. While these point to the positive direct
impact of the program on the U.S. Treasury, the
3% loss rate is also comparable to the loss rate
of commercial banks. The low loss rate can be
lowered even further by ensuring that the pro-
gram focuses on commercializing critical tech-
nologies and prioritizing impacts and outcomes,
rather than primarily funding specific, politically
favored investments.

Critiques of LPO: How to Improve the Program?

Despite reforms and renewed momentum under
the Biden Administration, the Loan Programs Of-
fice (LPO) still suffers from critical administrative
shortcomings—issues that have been flagged by
experts and confirmed by the Department of En-
ergy’s inspector general. These failures can be
resolved and should be addressed without delay.

There is also political division over the fate of
the program: While some policymakers would
like to get rid of the program altogether, oth-
ers would like to reform it to see its financing
provide support to a larger swath of energy
sources in a more technology agnostic man-
ner, expanding resources for issues like grid
investment and baseload power.?® There is
no question that the federal funding pause in
Executive Order 14154 will bring LPO and its
loans, especially the most recent ones, under
close scrutiny. However—given the current Ad-
ministration’s policy priorities with respect to
energy dominance and national security—with

the right adjustments, the program can be-
come a powerful tool to mobilize energy and
advanced manufacturing in the country.

In general, LPO has a rigorous management pro-
cess: Various teams work on different aspects of
the loan from origination to oversight. The man-
agement system is somewhat similar to com-
mercial bank lending with additional advantag-
es: Due to inherent advantages of the scientific
and engineering staff at the National Laborato-
ries and DOE, LPO’s due diligence in many occa-
sions is more diligent than the ones found in the
private sector.’° This advantage is also apparent
in the relatively low loss rate of LPO’s portfolio.
But continuous monitoring of the program for
any deficiencies would not only improve the out-
comes of the program’s investments but could
also help to generate further return on invest-
ment for taxpayers.

For example, a December 2024 preliminary re-
port of the Energy Department’s Inspector Gen-
eral highlights several conflict-of-interest issues
that could give an unfair advantage to some ap-
plicants. According to the report:®

® DOE LPO is lacking a regulatory and con-
tractually compliant and effective system
to manage organizational conflicts of in-
terest, which could lead to significant risk
of fraud, waste and abuse.

® Focusing on contractors, subcontractors
and third-party experts, the report high-
lights that LPO does not track contractors
who may be serving both LPO and pro-
spective borrowers.

® LPO does not track conflict-of-interest
disclosures or waiver requests for con-
tractors who provide the office with tech-
nical or financial support.

28 PO, “Annual Portfolio Status Report,” Fiscal Year 2023.

2% Nico Portuondo, “Republicans mull fate of DOE loan program,” December 3, 2024, E&E News.
30 Government Accountability Office, “DOE Loan Guarantees,” 2012, pg. 21.
31 Department of Energy, “Memorandum for the Under Secretary of Energy for Infrastructure,” December 17, 2024.
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The report recommends:

® Pausing all loan and loan guarantee pack-
ages until proper oversight of third-party
contractors or conflict-of-interest infor-
mation from contractors is established.

® Ensuring that contracting officers working
on LPO loans and loan guarantees either:

establish a centralized tracking
mechanism that tracks both (a)
contractors for all projects, and
(b) conflict of interest disclosures
or waivers; or

implement measures to comply
with conflict-of-interest regula-
tions and contract provisions.

® Enhancing practices for managing con-
flicts of interest for contractors.

® Ensuring the contracting officer and the
contracting officer’s representative for
the prime contractor review the prime
contractor’'s plan to ensure full imple-
mentation of oversight.

Under the new Administration, LPO can easily
put these recommendations in place following
best practices similar to the private sector, as
well as through an efficient use of technology
to track conflict-of-interest issues. Strengthen-
ing the program’s conflict-of-interest problem
as outlined by the inspector general can further
reduce any potential waste, fraud and abuse, ul-
timately increasing the return on taxpayer-fund-
ed projects.

LPO and Loan Guarantees Under Current Polit-
ical and Economic Conjecture

With the change of the Administration and U.S.
economic policy, it is important to evaluate any
program with respect to its current and potential
effectiveness when it comes to its original goal:

helping to accelerate investment in new energy
and manufacturing technologies to break into
commercial markets. In today’s U.S. economy,
this can cover various economic aspects. Some
of them are:

® Accelerate new technologies in energy
deployment.

® Support domestic energy manufacturing
by increasing energy and supply chain
projects in the country, building a reliable
domestic energy workforce, and ulti-
mately increasing American supply chain
competitiveness.3?

®* Help emerging energy technologies cre-
ate affordable energy and make it achiev-
able for workers, consumers, and com-
munities.

® Unlock private sector investment in ener-
gy and manufacturing by demonstrating
the viability of new technologies and fi-
nancing structures.

® Strengthen critical materials supply
chains that represent the key input for
many advanced manufacturing products.

The current Administration’s goal of reshaping
the economy in terms of creating U.S. energy
dominance and a manufacturing powerhouse
requires a strong investment plan to mobilize
necessary capital, especially when it comes to
complex, high-budget projects that support
new technologies or the deployment of need-
ed innovation. The slew of Executive Orders in
the first 100 days of the Trump Administration
gives us a glimpse of these goals. The following
section first gives a short summary of issues as-
sociated with the Administration’s thinking on
manufacturing and national security and then
describes some of these executive orders and
how LPO can be transformative if it is used ac-
cording to its core mission.

32 Department of Energy, “How the DOE Loan Programs Office Understands and Manages Portfolio Credit Risk,” February 8, 2024.
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Figure 2. Value added by Industry as a Percentage of Gross Domestic Product (1947-2024)
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Product,” (accessed Thursday, March 27, 2025).

U.S. Manufacturing: A Cause for Concern?

When evaluated in its entirety, the policies fol-
lowed by the Trump Administration point to the
importance of manufacturing to its overall agen-
da. A wide range of tariffs were introduced with
a goal to reshore, restart and expand certain key
industries in the U.S. The latest examples are a
25% tariff on imported cars and car parts as well
as sweeping worldwide reciprocal tariffs, rates
ranging from 10% to 50%, currently paused for
90 days.

Currently U.S. manufacturing provides around
10% of U.S. GDP, supporting 13 million jobs.33
The average earning of employees in the manu-
facturing sector is $103,000 per year. The indus-
try exported a total of $1.6 trillion worth of U.S.
products in 2023.

The continuous decline of manufacturing’s share
in U.S. GDP has been a concern for recent Ad-

ministrations. While the industry had the largest
share of GDP in the 1950s, hovering between 25%
and 30%, that share has declined to 10% (See Fig-
ure 2). In 2024, the top two industries based on
value added as a share of GDP were the finance,
insurance, real estate, rental and leasing industry
followed by professional and business services.
The impact of this gradual switch from a man-
ufacturing-based economy to a service-based
economy has been a concern since the COVID
pandemic, as outlined by the Administration’s
announcement of auto tariffs:** “The COVID-19
pandemic exposed critical vulnerabilities and
choke points in global supply chains, undermin-
ing our ability to maintain a resilient domestic in-
dustrial base.”

Another problem closely tracked by the Admin-
istration is the rising power of China in manu-
facturing and overall trade. Maybe the most
eye-opening illustration of this increasing eco-
nomic power is through the depiction of the top

33 NAM.org, accessed 3/20/25.

34 The White House, “Fact Sheet: President Donald J. Trump Adjusts Imports of Automobiles and Automobile Parts into the United

States,” March 26, 2025.
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trading partners by countries in
2000 versus 2024 as shown in
Figure 3. While the U.S. was the
largest trading partner for most
of the world in 2000, today China
holds that distinction, as shown in
the second half of Figure 3. The
Chinese government’s use of every
policy lever at their disposal, from fi-
nancing to creating markets, to build
their industry over the last 25 years
is an interesting fact to keep in mind
while considering changing U.S. poli-
cies for an evolving economy.

The President’s allies who support
his trade policies suggest the de-
clining manufacturing sector has
also been a concern when it comes
to economic inequality. In a recent
piece, Lori Wallach highlights the
impact of the disappearing manu-
facturing sector on non-college ed-
ucated American’s life expectancy
and life quality.3®

While there is division over the Ad-
ministration’s trade policies, many
experts and policymakers agree
that the President’s agenda on
tax, regulatory and energy policies
could boost U.S. manufacturing
significantly. The Administration’s
tariff policies are expected to in-
crease prices for U.S. consumers,
who are already struggling under
an increased cost of living. For ex-
ample, according to a 2023 U.S.
International Trade Commission
study,*® the 2018 steel and alumi-
num tariffs caused the U.S. oil and
gas extraction industry to lose $586
million in production between 2018
and 2021. The impact on electrical
equipment manufacturing—which

Figure 3. U.S. China Global Trade Dominance

Global Trade Dominance: f@

U.S. vs. China 7N

In 2000, US. trade totaled 520 trillion—more than four times
hina's 5474 billion. From 2000 to 2024, US. trade expanded ﬁ
' 2% CAGR), hina's trade surged k
—
—
—

AGR), surpassing the US. in 2012. By 2024,
reached $5.3 trillion for the U.5. and 56.2 trillion fo

B U5, as the Larger Trading Partner

Trade [$100 Billion
O ] W China as the Larger Trading Partner

St Prom e 0% b s aned ot 0n CTund's Tas partmiar corfies B9 (P Ceneea ATmeseraton of Cectams.

Sources: U5 Census, Customs of of Ching Research and visualization: Ehsan Scitani www.econovis.net (X @econovisuals @

Source: Ehsan Soltani, Global Trade Dominance: U.S. vs. China
(2000 & 2024), February 2025.

35 Lori Wallach, “What Trump’s Tariff Critics Are Getting Wrong,” March 26, 2025, Project Syndicate.

36 U.S. International Trade Commission, “Economic Impact of Section 232 and 301 Tariffs on U.S. Industries,” May 2023
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also includes power, distribution and specialty
transformers—was worse: $686 million. All these
losses contributed to slower than necessary
growth, especially in the electric power sector.

The President’s continued use of tariffs, in some
sense, requires domestic policies to negate the
negative impact of potential price increases. A
mobilized approach to increase energy produc-
tion to provide affordable and reliable energy
could be one of the solutions.

Manufacturing and energy policies closely sup-
port each other: Cheap and abundant energy
gives a competitive advantage to the manufac-
turing sector, while advancements in manufac-
turing can help improve efficiency in the energy
sector, especially when it comes to advanced
technologies.

National Security: Energy and Manufacturing

There are close ties between energy security,
brought about by cheap and abundant supply, a
strong manufacturing base, and national securi-
ty. In a global economy, with a growing political
divide, the ability to have strong strategic sec-
tors—such as defense and advanced technolo-
gy—carries a significant weight. Energy security
not only provides a necessary input for a healthy
and growing economy, including these key sec-
tors, it also provides a geopolitical advantage.

With the changing economy, especially the ex-
pansion of artificial intelligence (Al) and data
centers, the U.S. energy system is under sig-
nificant demand pressure, and it is important
to create an infrastructure that supports U.S.
economic and national interests by maintaining
stability, affordability and independence from
foreign adversaries. According to a recent DOE
report:¥’

® The U.S. energy system increasingly de-
pends on complex, global supply chains,
each with embedded risks.

® Risks to the U.S. energy supply chain in-

clude overreliance on covered nations—a
group including China, Russia, Iran, and
North Korea—for the production of crit-
ical minerals and other key inputs for en-
ergy technologies.

® The U.S. needs more investment to meet
escalating energy demands and mitigate
the exercise of market power by covered
nations.

All these issues point to the need for a well-
thought-out, comprehensive economic plan and
the strategic use of all available tools to ramp
up energy production and expand the manufac-
turing base without burdening American con-
sumers with increasing energy costs. For exam-
ple, according to the same DOE report, rising
demand for grid components—driven by rapid-
ly increasing electricity demand and an aging
grid infrastructure stressed by severe weather
events—put more pressure on supply chains
creating long lead times and increasing prices.
“For example, across transmission and distribu-
tion (T&D) equipment, the lead time for compo-
nents range from an average of 51 weeks for dis-
tribution transformers to 137 weeks for power
transformers, with prices up 37% to 80%. Risks
in the transformer and grid components supply
chain are primarily driven by insufficient produc-
tion capacity, labor shortages, and constrained
upstream material availability for grain-oriented
electrical steel and copper”s®

The reliability and security of the U.S. power
grid—particularly against foreign threats such
as nuclear or non-nuclear electromagnetic pulse
(EMP) attacks—has become a growing concern
for the Administration. In arecent interview, Vice
President J.D. Vance underscored the urgen-
cy of preparedness, advocating for a national
stockpile of critical infrastructure components:

“What we should have is basically a backup
power transformer for every major system in
the United States of America, just sitting in

37 Department of Energy, “Identifying Risks in the Energy Industrial Base: Supply Chain Readiness Levels,” January 2025
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a warehouse that’s turned off. And because
it’s turned off, it won’t be affected by an
EMP pulse. Then, if there is an EMP attack,
you just get those transformers to swap out
the ones that were destroyed, and the grid is
back up and running. It’s actually a scandal,
| think, that the federal government—despite
all the money we spend on defense—hasn’t
committed $15 billion to buy enough trans-
formers to have a backup for every one.””°

The ability to provide reliable, cheap and abun-
dant electricity not only for personal and com-
mercial use, but also for military use, is important
for the nation’s economic and security interests.

Executive Orders and the LPO

The second term of President Trump started
with a flow of Executive Orders (EO) address-
ing various parts of the U.S. economy. When
put together, these EOs aim to create an eco-
nomic environment that strengthens domestic
manufacturing by developing reliable and abun-
dant domestic energy, as well as onshoring and
reshoring critical supply chains for the industry.
Five of the EO’s warrant special attention within
the context of the LPO:

®* Declaring a National Energy Emergency:
One of the first EO’s the President signed
states that “The energy and critical min-
erals (“energy”) identification, leasing,
development, production, transportation,
refining, and generation capacity of the
United States are all far too inadequate
to meet our Nation’s needs.” Described
as an “unusual and extraordinary threat”
to affordable prices, development of do-
mestic manufacturing, transportation,
agriculture, and defense industries, the
President directs agencies to identify
emergency authorities to facilitate ener-
gy projects, ranging from extraction to
production and distribution. The EO also
highlights the reliance on foreign energy

and the national security aspect of such
reliance on the future of the country. The
order specifically describes energy and
energy resources as “crude oil, natural
gas, lease condensates, natural gas lig-
uids, refined petroleum products, urani-
um, coal, biofuels, geothermal heat, the
kinetic movement of flowing water, and
critical minerals.”

Unleashing American Energy: This exec-
utive order encourages energy explora-
tion and production on Federal land and
waters, both for critical minerals and fos-
sil fuels. It removes mandates associat-
ed with electric vehicles and household
appliances to increase consumer choice.
It also requires a review of all regulation
that could burden domestic energy pro-
duction “with particular attention to oil,
natural gas, coal, hydropower, biofuels,
critical mineral, and nuclear energy re-
sources.” It also reverses Biden-era en-
vironmental orders and freezes disburse-
ment of funds allocated by Congress
under the IRA.

Establishing the National Energy Domi-
nance Council: This EO aims to leverage
U.S. natural resources and leadership in
energy technologies to support econom-
ic growth, national security, and glob-
al influence. To do so, a Council chaired
by the Secretary of the Interior will ad-
vise the President on the expansion of all
forms of reliable and affordable energy
production to address inflation, create
jobs and reduce foreign dependence. The
newly created Council is tasked with:

Determining how to use its author-
ity to produce more energy to re-
alize a U.S. energy dominance.

Advising the President on improv-
ing the processes for permitting,

39 The Singju Post, “FULL TRANSCRIPT: JD Vance on Joe Rogan Experience Podcast,” November 1, 2024.
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production, generation, distribu-
tion, regulation, transportation, and
export of all forms of American en-
ergy, including critical minerals.

Providing the President with a Na-
tional Energy Dominance Strategy
to ensure the achievement of the
long-range goal of energy dom-
inance by cutting red tape, en-
hancing private sector investments
across all sectors of the energy-pro-
ducing economy, focusing on in-
novation, facilitating consistency
in energy production policies and
seeking to eliminate longstanding,
but unnecessary, regulation.

Advising and assisting the Pres-
ident to facilitate cooperation
among the federal government
and domestic private-sector ener-
gy partners.

Ensuring consistency in energy
production policies.

®* A Plan for Establishing a United States
Sovereign Wealth Fund: This EO directs
the Treasury and Commerce secretaries
to submit a comprehensive plan within 90
days for the creation of the United States’
first Sovereign Wealth Fund (SWF). The
stated goal of the SWF is to manage and
invest government assets to generate
revenue and advance national interests
such as fiscal sustainability, a lighter tax
burden for families and small businesses,
and economic security. Even though en-
ergy and energy policy are not specifical-
ly mentioned in the EO, the SWF can play
a significant role in terms of financing key
energy projects that are required for the
future of the country.

®* Immediate Measures for Increasing
American Mineral Production: This EO

underlines the importance of securing a
stable and predictable supply of minerals
that are essential for defense, technolo-
gy, and infrastructure. It also directs Fed-
eral agencies to expedite approvals for
domestic mineral production projects.

Prioritizing Energy Infrastructure

The common theme across these five EOs is
the need to create a national energy policy that
achieves energy security, abundance, and dom-
inance through increased investment in every
necessary component. The specific attention
devoted to the energy sector is for a good rea-
son: Despite having an abundant resource base,
the country has been struggling to build the
necessary energy infrastructure to support its
growing economy. There are a variety of rea-
sons why the country needs a comprehensive
energy plan to mobilize the necessary policies,
and ultimately the capital to upgrade its energy
infrastructure:

®* Aging infrastructure and need for grid
modernization: The majority of the en-
ergy infrastructure in the U.S. needs up-
grading. The most recent report of the
American Society of Civil Engineers gives
our infrastructure a grade of C-, which in-
dicates significant problems. According
to the report, the generation, transmis-
sion, and distribution components of the
electric grid have a cumulative invest-
ment gap of $197 billion to integrate dif-
ferent demands into the grid by 2029.4°
According to the same report, frequent
power outages are costing the U.S. econ-
omy $28 billion to $169 billion annually.

® Lack of adequate domestic pipeline in-
frastructure: By the same token, despite
having abundant domestic natural gas
production, U.S. pipeline infrastructure
remains constrained due to resistance
against new interstate natural gas pipe-

40 American Society of Civil Engineers, “2021 Report Card for America’s Infrastructure.”
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lines and related infrastructure.’ Import-
ant projects have faced development
barriers, due to regulations, permitting
delays and litigation. However, even un-
der potentially stringent environmental
regulations, many experts see natural
gas as an important fuel for the next 30
years. And the lack of adequate pipeline
infrastructure around the country has a
negative impact on consumers: A recent
study#?* conducted by National Economic
Research Associates (NERA) shows that
increasing natural gas supply will reduce
domestic prices while allowing us to con-
tinue to meet the demands of our allies
and trading partners around the world.
However, the lack of new pipeline infra-
structure in the U.S. makes it impossible
to bring these resources to market.

® Changes in the U.S. energy supply profile:
In the last decade, there has been a grow-
ing presence of renewable energy sourc-
es—such as wind and solar—in the power
grid and improvements in demand re-
sponse technology and business models.
At the same time, FERC policies and re-
gional transmission planning have failed
to achieve enough investment in interre-
gional transmission capacity to adapt to
the changing relationship between sup-
ply and demand. This has led to extreme
cost gradients between regions.

® Significant growth expectation for elec-
tricity demand: According to a recent
S&P Global Commodity Insights report,*?
U.S. electricity demand is expected to in-
crease by 35% to 50% between 2024 and
2040. The reasons behind this surge are
the growth in Al data centers and new
manufacturing activity in the short-term
and electric vehicles (EV), space-heat-
ing electrification, and broad economic
growth in the long-term. As the study in-
dicates, current generation technologies

face differing challenges in deployment,
and load profiles across the grid are di-
verse—therefore, a diversified portfolio of
generation technologies will be needed to
ensure planning reserve margins are met
and grid reliability is maintained. Within
this context, there is a role for clean tech-
nologies not currently deployed at scale,
like advanced nuclear and geothermal.

® Reliance on foreign -critical materials:
The U.S. is heavily dependent on foreign
sources for critical materials that are key
for defense and critical infrastructure, as
well as advance manufacturing. This cre-
ates strategic vulnerabilities to the U.S.
economy and military, especially under
growing global political tensions. These
materials—such as lithium, cobalt and
graphite—are concentrated in countries
that are seen as adversarial by the U.S,,
and it is important for the U.S. to diversify
and potentially onshore the supply chains
of these materials. Developing efficient
recycling technologies and processes to
recover used materials can also diminish
U.S. reliance on upstream activities.

Recommendations

As indicated by economic factors and the data,
the U.S. energy infrastructure needs significant
modernization to create a competitive economy
to meet the rapidly changing forces of the glob-
al economy. In its second term, the Trump Ad-
ministration can use the LPO more efficiently to
mobilize much-needed capital for the next wave
of technologies in its drive for energy security,
abundance, and dominance. The past perfor-
mance of the program, improved by the tweaks
suggested by experts, can be a strong driver of
future performance. Specifically:

® Use LPO to set the country’s energy in-
frastructure on a sustainable path to
meet demand: The continued support

41 Congressional Research Service, “Natural Gas Reliability: Issues for Congress,” July 2024.

42 ACCF, “Analysis of U.S. Natural Gas Market Price Impacts from Increasing Natural Gas Supply Accessibility for Different Natural Gas

Demand Outlooks,” April 2023.

43 S&P Global Commodity Insights, “US National Power Demand Study,” March 2025.
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of the first Trump Administration for the
Vogtle Plants helped set up a reliable
energy source with advanced technolo-
gy for Georgia that will be online for 80
plus years. Combined with other incen-
tives—such as the investment tax credit
and modified accelerated cost recovery
systems—low-interest financing via LPO
can be a powerful tool that could repli-
cate the success of Vogtle Plants in oth-
er advanced nuclear energy projects, and
in expediting U.S. progress on grid infra-
structure generally.

Use LPO to gain competitive advantage
in international trade in advanced tech-
nologies: LPO support for first-of-its-kind
technologies is vital to gaining necessary
experience through learning by doing
and a strong step in commercializing new
technologies. Going back to the Vogtle
example, these two plants represented
the first of its kind in the U.S. while China
had already completed four of these re-
actors by 2018 and started to build their
own modified design.** The U.S. construc-
tion of these plants put the U.S. back on
the “nuclear energy competition” map. As

President Trump works toward his goal of
energy dominance, the U.S. presence on
the global stage through exports of ad-
vanced energy technologies will be im-
portant in terms of supporting U.S. com-
petitiveness and long-term geopolitical
relationships critical to U.S. leadership in
nuclear non-proliferation and safety.*®

Use LPO to mobilize private investment
in critical energy infrastructure: When it
comes to complex technology investment
or even needed investment for important
infrastructure development, LPO funding
could be instrumental in mobilizing pri-
vate funding and, in some cases, could
create an impressive capital multiplier. A
recent Blackrock report highlights that,
globally, $21 trillion of energy infrastruc-
ture will be needed by 2040.4¢ We have
multiple policy tools that could mobilize
the needed private investment. For ex-
ample, according to research by the Or-
ganization of Economic Cooperation and
Development, when compared with other
policy tools, guarantees have mobilized
more private finance than any other fi-
nancial instrument—representing 39% of

Figure 4. Amounts mobilized by year and instrument 2012-2018
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total private finance mobilized for devel-
opment over the period covered by the
data*’ (See Figure 4). Currently, grid in-
vestment in the U.S. is at record levels.
Yet this is still not enough to keep pace
with demand. LPO is a vital tool to un-
leash major step-change investment in
interregional grid solutions as seen in the
substantial portfolio of high-quality ap-
plications and conditional commitments
for transmission projects. Given the goals
of the Administration in energy and ad-
vanced manufacturing markets, strate-
gically placed financing from LPO can
achieve significant results with private
capital following.

Use LPO strategically with other poli-
cy tools to increase its effectiveness: As
mentioned before, the success of ad-
vanced nuclear energy was also enhanced
by other policy tools, such as production
tax credits and accelerated cost recov-
ery systems. Potential creation of a SWF
and using some of the funds in conjunc-
tion with LPO could be an interesting ex-
ercise for the Administration. In general,
SWFs save and invest revenue from gov-
ernment assets (typically financed from
surplus or natural resource revenues) to
create permanent wealth and to generate
income to pay for government services
and benefits for current and future gen-
erations. Some of this government-run
investment fund can be directed by LPO
to undertake critical investments for the
country. If managed with due diligence, in
addition to the usual financial returns for
the country’s citizens, various goals can
be achieved without significant taxpay-
er funding. This may include reshaping
the country’s economic future (specific
industrial policy) and improving national

security. There are some examples at the
state level of how SWFs can be designed
and used specifically for certain goals.
For example, North Dakota’s Growth
Fund sends its capital to North Dako-
ta-based entrepreneurial and innovation
centers. The data shows that every $1in
state funds mobilized an additional $1.56
private investment capital.*®

® Use LPO to upgrade and restart existing
infrastructure to strengthen nation’s grid:
Recently LPO was instrumental in restart-
ing a retired nuclear plant, Holtec Pali-
sades, with a $1.5 billion loan. After the
government loan, Microsoft and Constel-
lation announced plans to reopen Three
Mile Island Unit 1 and set up the Crane
Clean Energy Center; in addition, the CEO
of NextEra energy stated that the com-
pany was evaluating restarting the Duane
Arnold Nuclear Plant in lowa. Given the
demands in the nation’s infrastructure,
using existing plans with upgrades can be
a quicker route to take, rather than start-
ing from scratch.*®

While all these suggestions discuss how the
Administration can strategically use LPO to
advance its policy priorities staying within the
original goals of LPO, it is also important to con-
tinue the momentum LPO gained over the last
four years to help build the next generation of
energy and manufacturing infrastructure:

® The new Administration took over many
conditional loan commitments. Given the
rigorous approval process, if the loans
met the conditions, final approval should
be given to green-light these projects.
However, recent budget and staffing
cuts at the agency level could negatively
impact this process. A careful approach
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to these cuts should consider how ener-
gy security and dominance might be im-
pacted. Considering staffing and resource
shortages at DOE, difficult choices need
to be made to prioritize project approvals.
An efficient approach could be prioritizing
the approvals of the projects under section
1703, based on the core mission of LPO.
Such an approach could be tremendous-
ly helpful in decreasing the uncertainty in
markets and in speeding up the needed
work in energy markets to increase abun-
dance, affordability and security.

® The Administration should avoid repeat-
ing the mistakes of past LPO eras where
politically favored investment led to poor
loan performance (Solyndra) and par-
tisan criticism of LPO’s mission. Apply-
ing a “favored-technology litmus test”
to frozen funding would be a mistake
and identical to past problematic use of
LPO. Instead, LPO should evaluate proj-
ects based on their outcome, impact, and
confidence of repayment.

CONCLUSION:

The U.S. economy and policymaking is going
through an interesting time: While the global
economy is changing and becoming more com-
petitive, U.S policymaking is doing its own ex-
ercise to control its ever-increasing budget but
at the same time trying to build an economy
that can handle global competition. The goal of
providing a growing economy with better living
standards for its citizens requires a thoughtful
approach to policymaking. That thoughtful ap-
proach should evaluate all the tools available
based on their past performance, taking out ide-
ology. As the Administration continuously high-
lights the importance of secure, affordable and
abundant energy in this goal, the Loan Programs
Office, if used properly, can be an efficient tool
not only to bring about new energy technolo-
gies, but can also be helpful in mobilizing private
investments. It is also important to remember
that early investments in new technologies can
give a competitive edge to the country when it
comes to international trade.
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