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Rising Demand and Strain on
Existing Infrastructure

Electricity consumption patterns have undergone significant shifts over the past decade.
Advances in technology, along with the rapid electrification of transportation, the extensive
rollout of data centers, and the widespread adoption of electric vehicles, have led to an
unprecedented increase in overall demand. The growth in residential, commercial, and
industrial electricity usage has placed considerable pressure on legacy systems and
strained the existing grid, which still depends on aging infrastructure in many areas. Several
utilities and grid operators report that peak demand periods have intensified the load on
substations and transmission lines and caused localized overload conditions. A rising
number of outages—both blackouts and brownouts—have highlighted systemic
vulnerabilities in regions where the capacity of older generation assets no longer meets
contemporary needs.

This strain is particularly evident in areas where population growth exceeds investment in
infrastructure upgrades. Municipalities in several metropolitan zones face higher instances
of voltage instability and grid stress. Incidents of cascading failures have prompted utilities
and regulatory bodies to closely examine operational practices, urging immediate action in
power plant investments and grid modernization. The convergence of increasing industrial
loads, residential electrification, and sporadic weather events has intensified the urgency to
address these outdated assets. In some cases, prolonged outages have led to significant
economic disruptions for industries that depend on a steady, high-capacity electricity
supply. With rising public pressure and economic necessities, state governments are now
actively reassessing their roles to ensure that infrastructural investments meet current
demands and anticipate future growth.

Additional complexity arises as many power plants approach or exceed their original
design life, resulting in increased maintenance requirements and reduced dispatch
reliability. This degradation is further complicated by maintenance challenges and the
difficulty of upgrading installations without disrupting the core supply. Consequently, critical
infrastructure reviews have prompted policymakers to acknowledge the need for
coordinated investments in new generation facilities and grid reinforcement projects. The
accelerated pace of electrification and modern consumption behaviors place the
traditional power generation model under scrutiny, demanding swift and decisive
responses at the state level. The current situation underscores a shared imperative: states
must quickly evolve their strategies not only to expand generation capacity but also to
develop a resilient and scalable grid in the long term.
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State-Level Policy Levers

Tools of Influence

U.S. state governments play a crucial role in
shaping the landscape for power plant
development. Regulatory oversight by
public utility commissions (PUCs) and
energy siting boards is among the most
powerful policy levers available to states.
These bodies have the authority to
establish rules governing new power plants’
siting, interconnection, and environmental
compliance. By creating a regulatory
environment that promotes expedited
project reviews and flexible permitting
processes, states aim to encourage
development while addressing stakeholder
concerns.

States use various policy tools to foster an
environment that is both investor-friendly
and focused on meeting energy demands.
Central to these efforts is implementing
taxation policies, which may include
temporary or permanent exemptions from
property, sales, and other local taxes.
Additionally, permitting policies are being
updated. Many states have introduced
streamlined review processes to ensure
that power plant projects obtain timely
interagency approvals, minimizing the
administrative delays that have historically
impeded project execution. By adjusting
these vital components of the policy
framework, state governments aim to
create a marketplace where power plant
projects can compete based on cost and
efficiency without compromising regulatory
oversight.

Another critical dimension is the interplay

U.S. states shape power
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between vertically integrated markets and
deregulated market systems. In regions
where utilities control distribution networks,
state policies often prioritize long-term
capital investments through integrated
resource planning. Conversely, in
deregulated markets, states have sought to
balance competitive market dynamics with
new forms of oversight, such as
performance-based regulation. These
reforms aim not only to stimulate the
construction of new facilities but also to
ensure that the grid remains reliable and
that consumers benefit from competitive
pricing. The evolving regulatory framework
reflects a growing consensus that states
must support innovation while
safeguarding against market failures.

Moreover, states have embraced the
potential of legislative measures to shift the
burden of risk away from private
developers. By tailoring state laws to
minimize lengthy legal disputes and
provide certainty regarding regulatory
expectations, policymakers contribute to a
more predictable investment environment.
In areas where strict environmental
regulations intersect with fast-track
permitting, states experiment with novel
models that reduce uncertainty. The
resulting frameworks aim to align the
objectives of multiple stakeholders,
ensuring that the pace of infrastructure
renewal keeps up with the rapid evolution
of energy markets.
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Financial Incentives to Attract
Developers

In today's competitive landscape for energy infrastructure development, state-level
financial incentives have become essential tools for attracting private investment.
Acknowledging the capital-intensive nature of power plant projects, states have created
comprehensive packages of tax credits, exemptions, and grants to lower initial costs and
speed up project timelines. These measures aim to alleviate capital constraints and
encourage market entry from traditional fossil fuel operators and emerging renewable
players.

Tax credits and exemptions serve as a foundational pillar of state support programs. For
example, the Inflation Reduction Act offers bonus credits for projects in designated "energy
communities,” increasing investment tax credits by up to 10 percentage points. These areas
include former coal plant sites or fossil-dependent communities, and states frequently
align their programs with these federal opportunities. Additionally, some states have
introduced their own property tax relief measures or sales tax exemptions, which assist
developers in reducing upfront costs.

Grants and subsidies have been used to promote brownfield redevelopment and
encourage the installation of modern, efficient technologies. These include subsidies for
interconnection costs and infrastructure development. For instance, Pennsylvania and
Georgia have explored state-administered clean energy funds and infrastructure grants to
encourage private development in line with grid needs and economic revitalization goals.

While feed-in tariffs have fallen out of favor in the United States, some states have adopted
performance-based incentives or enhanced power purchase agreements prioritizing local
energy generation. However, the prevalence of direct generation bonuses remains limited,
and states instead focus on mechanisms such as standard offer programs or guaranteed
interconnection pathways.

Recent data from the U.S. Energy Information Administration indicates that over 90% of new
electricity capacity expected to come online in 2025 will originate from renewable sources
and battery storage, underscoring a shift in cost competitiveness. Although fossil fuel plants
continue to be part of the mix, particularly in areas concerned about dispatchable capacity,
the economy increasingly supports renewables, especially when combined with state and
federal incentives.

States have also started experimenting with public-private partnerships that can mitigate
significant investment risks. These arrangements may include revenue guarantees or tax
stabilization agreements, often negotiated on a project-by-project basis. The aim is to
make new power plants not only financially feasible but also aligned with the reliability and
environmental goals of the host jurisdiction.
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Permitting & Siting Reform

Cutting Red Tape

To catalyze the development of new power
plants, state governments have been
actively working to reform traditional
permitting and siting procedures that have
historically delayed project execution.
Modernizing these processes has become
a top priority as rising energy demand
requires rapid project turnover. Recent
experiences with capacity shortfalls have
prompted states to redesign their
regulatory frameworks, creating
accelerated pathways for critical
infrastructure.

The reform agenda emphasizes fast-
tracking permitting procedures for energy
projects vital to maintaining grid stability.
States are redesigning their environmental
review processes better to accommodate
the unique challenges of power plant
development. For example, some regions
have implemented modified versions of the
California Environmental Quality Act (CEQA)
that focus on eliminating unnecessary
delays while maintaining the rigor of
environmental reviews. Similar adaptations
are observed in states that delegate
portions of the National Environmental
Policy Act (NEPA) responsibilities to state
agencies, thus reducing redundant federal-
level oversight. Through these reforms,
states aim to compress what were once
multi-year processes into a more
predictable timeline, often cutting the
approval process down to months instead
of years.

In addition to modifying internal processes,
several states have established inter-
agency task forces that integrate the
perspectives of various regulatory bodies.

These task forces aim to harmonize the
decision-making process across
departments and reduce agency conflicts.
By unifying the evaluative criterig, states
can create a more coordinated approach
to permitting, ultimately minimizing delays.
The goal is establishing a seamless
approval pipeline that fosters investor
confidence through predictable outcomes
and faster project realization.

Despite the momentum behind these
reforms, local opposition, commmonly known
as NIMBYism, continues to present
challenges. Some communities resist new
installations due to perceived risks or
environmental concerns. States
increasingly use legislative pre-emption to
override local opposition when necessary,
ensuring that localized disputes do not
hinder critical projects. This approach
highlights the broader principle that the
collective benefits of a robust, modern grid
must sometimes outweigh localized
dissent.

State governments aim to balance
economic development with environmental
stewardship to streamline the permitting
process. By cutting bureaucratic red tape
and encouraging cross-agency
collaboration, states improve the efficiency
of the entire approval process. These
reforms seek to create an environment
where project developers face less
uncertainty and greater assurance
regarding project timelines, thereby
speeding up the overall pace of new power
generation facility construction.
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Case Studies

Real-World Applications of Permitting
Reform

Case studies across the United States demonstrate how modernized permitting can result
in faster approvals, cost savings, and environmental benefits. The following four regional
case studies highlight the varied applications of digital permitting platforms and
centralized regulatory coordination.

© Texasand the ERCOT Market

° New York's Clean Energy Siting & Incentives
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Texas and the ERCOT Market

Texas provides a compelling case study on using market-driven incentives in the
face of challenging power grid conditions. The Electric Reliability Council of Texas
(ERCOT) operates within a distinct regulatory framework emphasizing scarcity
pricing and competitive market conditions. After a series of blackouts in 2021 that
revealed vulnerabilities in the state's power supply, regulators and policymakers
revamped incentive structures to encourage new thermal generation capacity
while addressing deficits in ancillary services. The crisis underscored the need for a
flexible market mechanism to react swiftly to supply shortages.

In the wake of the 2021 events, Texas implemented targeted reforms designed to
mitigate the risk of future capacity shortfalls. Market reforms introduced enhanced
scarcity pricing that rewards generators during high-demand periods. This pricing
model and additional incentives for new natural gas-fired plants have attracted
significant investor interest. Project proposals backed by major energy companies,
including several leading integrated energy providers, now incorporate design
features that ensure rapid ramp-up capacity. In one notable instance, a new
thermal plant project reported committing over 500 megawatts of additional
capacity within an 18-month timeline. These developments highlight how market
mechanisms can be adjusted to drive investment and ensure reliability.

Nonetheless, the Texas model is not without challenges. While the scarcity pricing
framework incentivizes rapid development, it also exposes the grid to volatility from
intermittent renewable sources. The lack of a comprehensive capacity market
means long-term planning relies heavily on short-term market signals. Industry
observers note that this structure, though effective in the near term, could
complicate the integration of emerging technologies. Despite these challenges,
Texas has made significant strides toward creating a more resilient energy
ecosystem. The reforms implemented in the post-blackout period have increased
generation capacity and propelled ERCOT toward more adaptive operational
practices. Both local and national stakeholders closely monitor the outcomes of
these measures, illustrating the dynamic interplay between market incentives and
regulatory oversight.
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New York's CI
Incentives

New York has adopted a strategic approach to energy infrastructure development
by streamlining permitting processes and offering targeted incentives through
state-led programs. Central to this strategy is the Build-Ready Program, managed
by the New York State Energy Research and Development Authority (NYSERDA). This
initiative aims to repurpose previously developed sites such as landfills and
brownfields, preparing them for private development through pre-permitting and
community engagement. NYSERDA conducts site evaluations and transfers build-
ready sites to developers via competitive auctions.

Additionally, New York established the Office of Renewable Energy Siting (ORES)
under the Accelerated Renewable Energy Growth and Community Benefit Act. This
legislation aims to expedite the permitting process for large-scale renewable
projects of 256 MW or more. ORES must issue permitting decisions within 12 months,
and even more quickly, in six months for projects on pre-developed land. These
changes have significantly reduced the time needed to approve renewable energy
facilities in the state.

The Act also includes provisions to ensure that host communities benefit directly.
Developers must contribute to local benefit funds, which are used for community
improvements or to lower energy costs. These policies have increased public
acceptance of renewable projects and minimized legal and procedural delays. New
York's efforts demonstrate how a state can balance ambitious clean energy targets
and the practical need for timely deployment and local support.
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Innovative Approaches in Other
States

Arizona speeds up 600MW
peaker plants to prevent
blackouts

Beyond Texas and New York, several other states have adopted innovative measures to
address power plant development in a rapidly evolving energy landscape. Arizona, for
example, has recently approved a series of new peaker plants through a highly streamlined
permitting process. These plants, designed to operate during peak demand periods, receive
support from local and state governments to reduce the frequency of rolling blackouts. The
model in Arizona emphasizes quick project turnaround, a strategy that has already led to
the announcement of multiple projects with a combined capacity exceeding 600
megawatts.

Georgia has adopted a distinctly collaborative approach by integrating its Integrated
Resource Planning (IRP) process with public-private partnerships. These arrangements
have resulted in pilot projects blending conventional power generation with renewable
energy sources. The IRP-based incentives motivate utility companies to invest long-term in
alignment with broader state policy goals. In Georgia's case, recent proposals reveal
commitments of nearly 1 gigawatt of new capacity allocated for hybrid energy projects that
combine solar generation with natural gas backup. These projects highlight the potential
advantages of collaborative planning between public agencies and private sector
developers.

In lllinois, the focus has shifted toward incentivizing generation capacity and storage
integration. State-led initiatives have provided hybrid incentives for facilities that pair
renewable assets with battery energy storage systems (BESS). This dual approach helps to
address the intermittency challenges associated with renewable energy sources while
enhancing overall grid flexibility. Early project data from lIllinois indicates that these
integrated facilities have improved grid stability by reducing response times during
demand spikes by nearly 15 percent compared to traditional facilities.

Kentucky and West Virginiq, traditionally dependent on fossil fuel generation, are
reassessing their energy strategies to ensure grid reliability amid rising demand. Both
states have implemented measures designed to maintain a degree of conventional
capacity while promoting modernization. Their regulatory frameworks are undergoing
reforms to minimize operational risks and extend the lifespan of existing assets, ensuring
that backup capacity remains viable as the energy transition accelerates. These initiatives
reflect a broader trend among states to balance ambitious energy targets with the
practical need to sustain system reliability during times of transition.
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Challenges and
Criticisms of State-
Level Approaches

While state-led efforts to revitalize power plant development
have produced tangible benefits, they are not without
criticism. One of the main challenges involves jurisdictional
conflicts between state policies and overarching federal
regulations, such as those issued by the Federal Energy
Regulatory Commission (FERC). The misalignment of state
mandates with federal oversight can result in fragmented
markets and regulatory uncertainty for investors,
complicating long-term planning.

Environmental justice concerns further complicate these
approaches. Critics argue that rapid permitting and
streamlined processes often overlook rigorous community
consultation, leading to projects that disproportionately
impact vulnerable populations. Local opposition has been
strong in many regions, with community groups expressing
concerns about increased emissions and noise pollution.
Additionally, there is a recognized risk of stranded assets
arising as the energy landscape transitions from traditional
fossil fuel generation to renewable sources. Investors who
commit to long-term projects under state incentives may
face reduced returns if market dynamics change quickly.

Another criticism is the risk of a "race to the bottom® in
environmental safeguards. Some argue that environmental
standards may be compromised as states compete to
attract developers with financial incentives and lax
regulations. This trade-off between swift deployment and
rigorous environmental oversight remains a contentious
policy debate. Despite these criticisms, many state
authorities argue that the benefits of proactive policy
reforms—namely, enhanced grid reliability and economic
growth—outweigh the potential downsides. Stakeholders
continue to advocate for more nuanced approaches to
balance competing interests and ensure environmental
sustainability and energy reliability are achieved.
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Outlook

Coordinated Strategies for Long-
Term Capacity Planning

The challenges of meeting rising demand will drive states to adopt more coordinated,
long-term capacity planning strategies. The rapid pace of energy transition requires that
states shift from isolated, ad hoc reforms toward comprehensive planning frameworks that
include regional coordination. Multi-state initiatives involving regional transmission
organizations (RTOs) can enhance resource sharing and boost grid reliability. Coordinated
interregional planning is also critical to support the extensive transmission needed for
renewable integration.

Federal-state alignment remains a crucial aspect of effective capacity planning. Federal
incentives under the Inflation Reduction Act can support state-level initiatives, but
misalignments in permitting timelines or siting rules can result in costly delays. More
explicit federal guidance and a unified permitting strategy could improve efficiency and
lessen uncertainty for developers.

Emerging technologies like small modular reactors (SMRs), battery energy storage systems
(BESS), and hydrogen-ready natural gas turbines are gaining attention in state energy
strategies. Although commercial deployment remains limited, several pilot projects have
been proposed or are under development. These technologies offer flexible capacity and
can help bridge the gap between intermittent renewables and baseload demand. Their
integration into state planning frameworks will be essential for building a resilient, future-
ready grid.
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VedeniEnergy

Plugged Into The Energy Industry

Vedeni Energy offers specialized services designed to help businesses navigate the
complexities of the modern energy landscape. Our offerings are tailored to meet the
unique needs of utilities, independent power producers, regulatory bodies, and other
stakeholders, ensuring success through strategic insights, expert guidance, and
innovative solutions.

Vedeni.lnsights+ is Vedeni Energy’s subscription-based service, granting subscribers full
access to Vedeni Energy’s extensive library of whitepapers and in-depth technical
analyses. These authoritative resources offer comprehensive examinations of the energy
sector's critical topics, from market trends and regulatory changes to emerging
technologies and strategic investment opportunities.

Vedeni Energy’s Vedeni.lQ+ service provides actionable wholesale electric power market
intelligence that enables clients to make informed decisions confidently. Our expert
analysis and reporting distill complex energy market information into clear, concise
insights, helping organizations elevate their market strategies, influence policy, and
identify new opportunities.

Vedeni.Spark+, a service provided by Vedeni Energy, is designed to help startups and
established companies secure the capital funding necessary for growth and success.
Our team of seasoned advisors works closely with clients to develop tailored funding
strategies that align with their business goals and financial requirements.

TO LEARN MORE, VISIT US AT
WWW.VEDENI.ENERGY
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