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Introduction

America's energy system is at a crossroads. Since 2020, retail energy bills have risen nearly
40%, with no relief in sight.' In 2025, utility companies requested a record $31 billion in rate
increases from their customers and are on pace to exceed that with $93 billion in increases
forecast over the next two years.2 Consumers have taken notice, with rising utility bills ranking
at the top of affordability concerns.® Two in three Americans say their electric bill has gone up
in the past year, and nearly one in five American households is behind on their utility bills, with
the average overdue balance rising to $789 over the past three years.*

Residential electricity prices have outpaced inflation since 2020
Indexed cumulative change since 2020 (2020 = 100)
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This is a stark reversal from recent trends. From 2000 to 2019, U.S. electricity demand was
essentially flat, growing by less than 15% as efficiency gains offset growth. Retail prices
followed a similar trajectory, largely tracking overall inflation.> Now, as utilities scramble to
build energy infrastructure to support massive data centers powering the artificial intelligence
(Al) boom, American households are footing the bill. This new paradigm is pushing the existing
system to the breaking point. Just last month, the CEO of PJM, the largest grid operator in the
country, asked “whether the foundational assumptions of the market remain valid."
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At a time when public anger about

rising bills and data center proliferation is reaching a fever pitch, debates about the future
of the energy system are either too narrow to solve the problem or too rooted in the market
fundamentalism that has eroded the capacity of the grid over decades. While the challenges
of how to meet the demands of growing electricity demand are vast, the opportunity is just as
great. After decades of deregulation and complacency, the time is ripe to embark on a grand
national project to fundamentally rethink how energy is generated and distributed in the U.S.

Fortunately, this is not the first time the U.S. has faced the need to rapidly reshape its energy
system in the face of powerful interest groups. During the New Deal, utilities were reorganized
and firmly regulated while the Rural Electrification Administration electrified over 80% of rural
Americain undertwo decades.” During World War II, the U.S. built nearly 3,000 miles of pipelines
in little over a year.t During the 1960s and 1970s, the Federal Power Commission directed the
construction of the grid as we know it today.® In each case, the federal government took bold
action to plan, finance, and build the energy system.

The United States is at a similar crossroads today. Faced with rising costs and the largest
increase in electricity demand in 50 years, policymakers cannot tinker around the edges of
our existing grid or regulatory system. Nor can they ignore the immediate needs of households
as Big Tech companies and investors reap massive profits on the backs of American families.
Instead, the federal government must pursue a bold vision of planning, financing, and
building to lower bills for families, crack down on corporate profiteering, and build the clean,
reliable grid of the 21st century.

OUR PROPOSALS

» Lower Bills Now. Policymakers should intervene directly to protect residential customers
from rising utility bills by establishing price stabilization policies and targeted rate freezes
that are contingent on the federal investment and planning needed to structurally bring
prices down in the long term.

The Future is Public Power. In the vein of the New Deal, we propose the creation of two
new federal institutions — the National Power Authority and the Grid Trust Fund — to
plan and finance interregional transmission and create the public backbone of the new
electricity grid, while using existing practices and technologies to make the existing grid
cheaper and more efficient.

Making Data Centers Pay Their Fair Share. Al data centers must be forced to pay into
the public purse to fully fund the buildout of new generation and transmission needed to
meet their growing demand for electricity.
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Taken together, we expect our proposals to cost taxpayers roughly
$137 billion over 10 years, saving households around $255 billion
over that span — roughly $1.90 saved for every $1 spent.

We expect our proposals to cost taxpayers roughly $137 billion over 10 years,

saving households around $255 billion over that span
Annual household costs above 2030 baseline ($B/yr), 2030-2040
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We have seen how clean energy policies fail to produce a durable political consensus when
disconnected from the material needs of working families.®© We have also seen the potency of
rising utility bills and unfettered data center growth as a political force that can oust those who
ignore these needs. The twin conditions of the affordability crisis and rising energy demand
present the opportunity to reimagine, revitalize, and restructure our energy system to serve
both industry and residential customers in a smarter, fairer manner. Doing so will require strong
and principled public sector intervention and a commitment to both protecting American
households and building at a scale we have not attempted in decades. This is a blueprint for
seizing that generational opportunity.
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The Old Model is Failing:
Why Prices are Rising

To understand how the energy system can be reimagined, we must first understand the
confluence of conditions that have led the system to this breaking point. These include the
broken investor-owned utility business model, the flaws of market-based deregulation, our
aging grid, and unprecedented load growth.

Investor-owned utilities (IOUs) are regulated monopolies whose revenues are tied directly
to their capital expenditures, meaning they earn a guaranteed rate of return on every dollar
invested in physical infrastructure. This creates a well-documented incentive to overbuild,
overpay, and resist planning reforms that would reduce capital deployment.”

As aresult, the dominantresponse to the IOU model has been to challenge incumbent utilities by
introducing competition into wholesale markets, retail markets, and capital allocation. However,
without changing the underlying incentive structure, calls to reform utility regulation via the
market consistently underperform because competition is fundamentally misaligned with the
defining characteristics of the electric utility as a natural monopoly: network economies of
scale, substantial coordination needs, long planning horizons, and returns that accrue slowly.

Average residential electricity rate by utility ownership type, 2000-2024
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A landmark 2025 study from

Lawrence Berkeley National

Laboratory (LBNL) and its subsequent 2026 update sought to catalog the trends in retail
electricity bill growth and found stark disparities across states and regions. While no two
markets are the same, we can see what has driven recent cost increases, what is likely to drive
future cost increases, and dispel myths about retail bills.

Since 2019, a few primary drivers account for most price increases. They all come down to
fundamental choices about how we build the grid and who pays for it. The first and most visible
is the transmission and distribution infrastructure that moves electricity across regions and
to households. The high-voltage transmission grid has been underinvested in for decades,
and most of the capital investment that has been made was to replace aging infrastructure,
not building additional capacity to harness new generation. As a result, one-third of U.S.
transmission infrastructure is operating near or beyond its useful life."

Almost no new transmission has been built between regions that could transmit power from
different generation sources across the country. Whether and how transmission is built will
therefore have huge implications for utility bills nationwide: the Department of Energy’s
2024 National Transmission Planning Study found that every dollar invested in interregional
transmission between now and 2050 will save $1.60 to $1.80 in total system costs.”

These investments do not only need to be made in new transmission lines. Rebuilding existing
lines can improve capacity by as much as 12 times or more, and improvements such as
advanced reconductoring can be made to existing lines to boost capacity. A study from ldaho
National Laboratory found that roughly 20% of the United States’ existing transmission lines
are candidates for advanced reconductoring.®

Distribution — the last mile that delivers power to homes and businesses — is a similar story.
These capital investments are disproportionately assigned to residential customers, generating
substantial returns to shareholders while being financed directly by utility customers. Similar
to transmission, nearly half of U.S. distribution infrastructure is operating near or beyond its
useful lifetime.”
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A growing share of transmission and distribution spending, particularly for climate-affected
regions, is replacement and hardening of grid assets after storms and wildfires. Surcharges in
places that have been hit hard by climate-accelerated natural disasters like New York, Maine,
Florida, and California can add hundreds of dollars per year to residential bills.”® These costs for
residential customers — who are paying for the climate risks of corporations that have fought
against climate policy for decades — will only increase as climate change accelerates and
exacerbates extreme weather.

Capacity growth — the build-out of electricity generation like natural gas power plants, solar
farms, and wind turbines — is increasingly driving up prices after roughly a decade of flat
investment. IOUs increased generation budgets by 25% in 2025 on top of 16% to 17% increases
in both 2023 and 2024."° Like transmission and distribution, these feed directly into the rate
base. The combined asset base grew by $430 billion between 2019 and 2024, and the industry
projects that I0Us will spend more than $1.1 trillion on grid infrastructure in the next five years,
with more than $200 billion in 2025.2° Capacity growth is not strictly tied to load growth; when
supply is adequate, load growth can push down bills, as the costs are spread over a larger
pool of customers. However, due to supply chain constraints, permitting challenges, and
interconnection bottlenecks, the pace of new generation capacity is unlikely to match the pace
of load growth from customers like data centers, leading to supply shortages and higher costs
in the near term.?

LBNL also reveals how generation sources impact retail prices, from natural gas to wind to
behind-the-meter solar.

I0U capital spending is expected to reach a record $248B by 2029

Annual U.S. investor-owned electric utility capital expenditure, $ billions
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Households earning under 30% of area median income
spend 16% of their income on energy

Annual residential energy burden as share of household income, by Area Median Income (AMI) band
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Source: DOE LEAD Tool (downloaded May 2026), lower 48 states + DC + Puerto Rico. Energy burden is electricity + heating fuels (utility gas, bottled gas, fuel oil, etc.)

First, contrary to popular myths, regions exposed more heavily to natural gas have seen price
increases and volatility. While stable, cheap natural gas prices pushed bills down in the mid-
2010s, spikes related to Russia's war in Ukraine and other geopolitical events were the primary
drivers of price increases in 21 states in 2025. Gas has also been shown to be increasingly
unreliable in a time of mounting climate volatility. Extreme cold weather events have resulted in
unexpected production declines in recent years, particularly in Appalachia, Texas, Oklahoma,
and Louisiana.??

Second, contrary to the political narrative generated by the right, climate and clean energy
policies are neither the main nor even a significant cause of rising electricity prices. Solar
and wind are currently both cheaper and faster to deploy on a per-megawatt (MW) basis
than their lowest-cost fossil fuel alternatives, placing downward pressure on retail electricity
prices.2However, states with Renewable Portfolio Standards have largely mandated the cheap
part of the transition while failing to plan or pay for the costlier parts that make it reliable and
affordable, such as grid planning and coordination. Even so, states with unfunded Renewable
Portfolio Standards have seen about $40 added to annual bills.?*

These cost drivers all tie into one cross-cutting fact: the costs of financing the grid, whether to
replace old infrastructure, meet new demand, or recover damages from extreme weather and
related disasters, are borne directly by utility customers in a system that rewards utilities, their
investors, and large corporate energy buyers for adding to the rate base. While Public Utility
Commissions exist to serve as a watchdog for inflated spending and egregious rate increases,
regulatory capture and complacency have led many of them to become rubber stamps for
inefficient investment and runaway rate hikes. This is further illustrated by the growing gap the
LBNL study finds between IOU prices and the prices charged by publicly and cooperatively
owned utilities.
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1 H The regressive nature of our existing
The q UeStIOn |S nOt rate-based system compounds
these rate increases. Because retail

Whether we mUSt energy bills are generally charged
at a volumetric per-usage rate, the
1 1 1 burden of rising costs falls hardest on
I nve St I n th e g rld e those least able to bearit: low-income
households that often live in older

The queStion is Who and less energy-efficient housing.?

As a result, low-income households
spend 8.6% of their income on
pays and how We energy costs, more than triple what
higher-income households pay.?®

plan for it. And, while lower electricity rates

for industry have long been a tool

for attracting companies that offer
long-term jobs at good wages, this
informal social compact is now being used to subsidize large corporations and data centers
that offer few jobs and questionable tax revenue.

The question is not whether we must invest in the grid. Electricity demand is now projected to
grow between 103 gigawatts (GW) and 197 GW by 2030 — the equivalent power of 10 to 20
New York Cities.?” The question is who pays and how we plan for it.
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The Case For Planning and
Bold Public Investment

""Government is simply the name we give to the things
we choose to do together.”

- Rep. Barney Frank

A national electric grid that delivers affordable power to households and industry will require
federal planning and investment. Some constituencies, including those currently on the
receiving end of federal hostility, may balk at the notion of federal intervention. But the grid —
as a shared national network not unlike the Interstate Highway System — requires the federal
government to act as a collective, coordinating actor. The case laid out below is not for the
nationalization of incumbent utilities nor the federal takeover of state regulators; it is to plan,
finance, and build the public backbone on which state and private actors rely.

The American electricity system was built through successive phases of planning and state
coordination, each triggered by crises that private actors could not coordinate and resolve on
their own. In each case, public planning, regulation, and investment proved decisive. The early
days of electricity, marked by the 1882 opening of the Pearl Street Station in Lower Manhattan
by Thomas Edison, were characterized by municipal ownership of small local utilities as cities
and towns electrified, chaotic competition between emerging private firms, and eventual
consolidation into powerful monopoly holding companies.? This era, which came to be defined
by widespread market abuse, culminated in the Public Utility Holding Company Act of 1935,
which forcibly restructured and regulated the utility industry following the bankruptcy of the
largest conglomerates.?®

The New Deal era then produced a suite of public power institutions and regulators, most of
which still exist today. This includes the Federal Power Commission (FPC, which later became
the Federal Energy Regulatory Commission, or FERC), the Tennessee Valley Authority (TVA),
the Rural Electrification Administration (REA), the Bonneville Power Administration (BPA), and
the other Power Marketing Administrations (PMAs). Together, these new public institutions
regulated the new class of private utilities, drove cheap public capital to regions of the country
that private investment would not touch, built massive hydropower infrastructure projects, and
electrified rural America over 15 years.*° In each case, public institutions and balance sheets
responded to market failures that prevented the private sector from otherwise self-regulating,
coordinating, or financing energy infrastructure.
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The transmission grid as we know it today was largely coordinated by the federal government in
the 1960s and 1970s. During the '60s, rampant postwar economic expansion and electrification
drove significant load growth, with the FPC chartering construction across the country — a
planning role with no contemporary analog today.* But, as the 1970s and 1980s moved toward
deregulation and privatization of national institutions like railways and airlines, electric utilities
were soon to follow. The 1990s and 2000s saw a bipartisan push for deregulation of wholesale
electricity markets and the introduction of retail choice, as free-market conservatives sought
lower costs through competition and environmentalists backed deregulation on the theory that
competitive markets would favor cleaner sources over incumbent coal utilities.®?

This resulted in the dismantling of much of the federal planning architecture that had governed
grid development for decades. However, the gains have failed to materialize. Deregulation
produced mixed results on affordability. Deregulated states have energy bills that are 6%
higher, and the early deregulation years are infamously associated with events like the 2000
to 2002 California energy crisis, wherein Enron manipulated the market to drive prices higher,
resulting in widespread outages and enormous electricity bills.33

REEMBRACING PUBLIC POWER

To adequately meet the demands of today, we must learn from our storied history and embrace
public planning and financing to build a 21st century energy grid that can deliver lower prices
for consumers and plentiful infrastructure to absorb new growth.

Today, transmission serves as a bottleneck for our grid, but it should be the backbone: an
electric commons that enables load growth to lower prices by spreading costs, rather than
a balkanized system governed by private interests that limits capacity growth and generates
uneven costs. There is no shortage of capital to solve this problem when Al companies are
poised to invest $1.7 trillion in data centers by 2030, a substantial share of which will go to

power.®* However, the United States

currently has no institution with the

1 1 mandate, authority, and financing
TOday, tra nsm I SSIOn capacity to plan and coordinate this
investment across a national system.

serves as 4 | .
The grid must approximately double
to triple its 2020 capacity by 2050.%
bOttleneCk for Ou r Given the energy geography of
the United States, interregional

grid.., but it ShOUId transmission  will inevitably act

as the aorta for this new system,

bringing low-cost wind power from
be the baCI(bone° the plains and solar energy from

the Southwest to markets across
the country. Policymakers can take
inspiration from New Deal public
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power programs as well as contemporary examples offered by states like Texas, where publicly
planned transmission projects have unlocked vibrant markets for private capital, reducing
retail costs while enabling the speed-to-power and regulatory certainty that is attractive to
renewable energy investment and new grid customers alike.

Proponents of the existing system have argued that the high rate of return enjoyed by
IOUs is necessary to attract private investment in the grid. We would be better off asking
whether this market is suited for private investment and ratepayer financing in the first place,
particularly given that transmission and distribution are natural monopolies and essential
infrastructure with the benefit of non-bypassable charges that everyone must pay. As a result,
transmission almost never defaults and has virtually no credit risk outside of wildfire and natural
disaster concerns.

Public-balance-sheet financing compounds
into hundreds of billions in savings

Cumulative ratepayer cost of capital, 2026-2050 ($B),
under two capital structures
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Public balance sheets can offer public financing that is cheaper than IOU equity by a substantial
margin. Where 10Us currently deliver shareholders an authorized return of about 10% with a
weighted average cost of capital around 7%, Treasury yields currently sit around 5%.%6 The
DOE National Transmission Planning Study finds that the U.S. transmission system must expand
2.4 to 3.5 times its current size by 2050, compared to current IOU transmission spending of
roughly $35 billion annually.?” At the scale of investment the grid requires, that differential
compounds into hundreds of billions of dollars that utility customers would otherwise transfer
to shareholders, rather than into infrastructure.®® And, unlike calls to reduce utility return-on-
equity (ROE) through competitive bidding processes, public financing would sidestep the
debate over whether high returns are necessary to attract private capital investment.

Cost of capital is only half the story, since public financing would also enable higher leverage.
Equity demands higher returns than debt because equity holders bear residual risk. I0Us
typically operate at roughly 60/40 debt-to-equity, a conservative ratio by infrastructure
standards. For comparison, other long-duration assets like toll roads, airports, and pipelines
routinely finance at 70/30 or 80/20 debt-to-equity.*® The existing IOU ratemaking framework
makes it so that debt-equity mix and ROE are interdependent, since regulators respond to
higher leverage by allowing higher returns. However, the federal balance sheet would enable
higher implied leverage of up to 100/0 debt-to-equity, similar to the TVA/PMA model where
there is no equity tranche at all.?° Since the cost of capital flows through to customer bills,
a financing structure with less (or no) equity and cheap public debt means lower bills for
households.

THE POLITICAL WINDOW IS NOW

Like the crises and load growth that drove previous grid expansion, record bills, data center
investment, geopolitical conflict, and supply chain crises have created a rare alignment of
constituencies that does not exist
in normal regulatory moments. As a
result, the political terrain is ripe for
new coalitions to form and reorient

the grid toward public planning The pOIiticaI terrain

and investment: residential utility . .

customers facing record bills; Al

companies and utility investors that Is rlpe for neW
need regulatory certainty and scale; H

workers with a generational stake in a COd I ItIOnS tO fOrm .
sustained buildout; climate advocates

looking to electrify our energy system;

strategic, electricity-intensive industries such as steel, aluminum, and semiconductors; and
red-state economies sitting on the wind and geothermal resources the transition requires.

The public wants the federal government, in particular, to play a role in fixing the grid. While
polling from Groundwork Collaborative has shown that 60% of voters want the public sector
to lead on grid modernization, polling from PowerLines shows that only 29% of Americans
think that state governments do a good job protecting consumer interests on utilities, down
from 38% the previous year.*' This indicates that the public does not trust state Public Utility
Commissions alone to solve this crisis.
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Rapid data center proliferation, in particular, adds urgency. Absent a public institution setting
the terms, data center capital will arrive on industry terms, with cost allocation settled through
regulatory proceedings in which Big Tech, 10Us, and independent power producers hold
overwhelming advantage over the public. Absent a public institution planning the grid, Al
companies, utility investors, and other industries may also not receive the regulatory certainty,
reliability, and speed-to-power needed to meet their investment horizons.

As affordability rightfully dominates Democratic messaging, the political lesson of the Inflation
Reduction Act (IRA) should teach us that a broad, working-class coalition is available only
if an agenda for bold public investment and planning also delivers immediate relief at the
kitchen table.
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An Affordable Energy
for All Agenda

Given the span of challenges described, policymakers must
look to employ a bold, whole-of-supply-chain approach to grid
governance, including demand-side interventions that ensure

immediate affordability and supply-side planning that enables rapid
and efficient load growth to maximize public benefit.

LOWER BILLS NOW

Due in part to growing data center demand and the war in Iran, utility bills are now a kitchen table
issue that cuts across party lines. As a result, any industrial agenda that does not lead with bill
relief is at risk of being politically outflanked. Rather than seeing demand-side interventions as a
concession to populism or a distraction from necessary reforms, policymakers should see them
astoolsthat create the political conditions under which bold structural reforms become possible.

Price regulation, in particular, can play a critical role in limiting inflationary pressures while
insulating vulnerable constituencies from temporary price shocks.*? In the realm of electricity,
policymakers should consider both a rate freeze in the short-term and policies to stabilize rates
over the medium-term.

One criticism of price controls is that they mask the price signal, inducing demand and leading
to imbalances.*® However, the inverse argument for exposing residential utility customers to the
market ignores the fact that households relying on electricity for their basic needs have limited
agency to curtail usage when prices rise.** As a result, nonlinear pricing schemes can protect
basic consumption while preserving savings incentives in a supply crisis. Smartly designed
rate regulation, as a temporary measure paired with meaningful supply-side reform, can then
allow the grid to “catch up” to new load demands while insulating residential customers from
volatility as we shift significant infrastructure costs to Big Tech and the public balance sheet.
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PRICE STABILIZATION: A RATEPAYER STABILIZATION FUND

Lawmakers should consider price
stabilization policies in which

households have the option to optin
to a fixed, per-kilowatt-hour (kWh)

rate for both supply ana ceivery  PIICE regulation...can

charges, ensuring a predictable

energy bill each month. Stabilized play a critical rOIe in

rates would insulate residential and

commercial utility customers from H kS s .

volatility created by gas prices, I Im Itl ng |nﬂatl0na l'y
load growth, or natural disasters in

recent years. Under the proposed pressu res.
scheme, utility customers would

have the option to opt in to a fixed

rate each year on a subscription basis.

Norway provides the most instructive international model of this scheme. In December 2021,
Norway introduced Strgmstgtte, a dynamic subsidy that reimbursed households for a portion of
electricity costs when spot prices exceeded a threshold.*® In October 2025, Norway introduced
Norgespris (“Norway Price"), a fixed-price opt-in program offering residential customers a
stable rate of 0.40 NOK/kWh with a monthly cap of 4,000 kWh.*® Uptake was substantial.
Analysts at Thema and S@A have noted demand-induction concerns, which argue for pairing
any stabilization program with a nonlinear consumption cap for stabilized rates and customer
class limitations.%’

Not unlike the Strategic Petroleum Reserve, price stabilization in the U.S. would rely on a
two-way fund that is exposed when spot prices exceed the fixed rate, narrows to near-zero
exposure in normal times, and would replenish reserves in scenarios where prices fall. This
fund would be seeded through federal appropriations and have access to Treasury backstop
borrowing authority in case of unexpected price spikes. The fixed rate would be set according
to market conditions, either as the average retail rate over the previous year or as a rolling, CPI-
adjusted average of previous years' rates.

New England, which sits at the end of constrained gas pipelines and depends on imported
liquefied natural gas (LNG) from the global spot market, has been highly subject to commodity-
driven price volatility and provides an instructive hypothetical of how this stabilization fund
could work.*® When Russia invaded Ukraine in February 2022 and drove up global LNG prices,
Massachusetts’' National Grid supply rate rose 64% to 33.9¢/kWh by November 2022. New
England’s regional residential average reached nearly 29¢/kWh in 2023 — a 34% increase
from pre-war levels.*® As subsequent mild winters eased LNG competition, retail rates fell back
to an average of 27.68¢/kWh in 2024.%°

A stabilization fund would be designed to address price spikes like these. Assuming the fixed
rate under this scheme is set as a three-year rolling average of previous years' rates, adjusted
for inflation, New England households would have paid a rate of approximately 25¢/kWh in
2023.%" Against the peak of 2023, enrolled households in Massachusetts and Rhode Island —
where rates approached ~33-34¢/kWh — would have saved approximately $600 per year.>?
At 25% enrollment across New England, the fund would have paid out approximately $535
million between 2022 and today, with payouts peaking at $358 million in the peak crisis year
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of 2023.> As the higher rates of 2022 and 2023 entered the three-year rolling average, the
freeze rate would have gradually risen to 28.7¢/kWh in 2025, converging toward the prevailing
market rate.> In 2026, the fund’'s payouts would turn negative, meaning that the fund would
begin to replenish reserves.>®

A ratepayer stabilization fund would have shielded New England from the 2022-2023 spike
Residential electricity rates, ¢/kWh, New England 2018-2026
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Source: EIA Form 826 / Electric Power Monthly via EIA sales_revenue.xlsx (annual residential weighted-avg rates,
NE states CT/MA/ME/NH/RINT). Stabilized-rate counterfactual computed as 3-year CPI-adjusted rolling average of
prior years' actual NE rates. Avg HH usage = 7,200 kWh/yr.

FREEZE RATES NOW

Rate freezes, or price caps, are a similar demand-side intervention that policymakers should
consider for residential and small business customers in order to establish the political
conditions necessary for a large industrial transition. However, unlike stabilization, a rate freeze
fund would have higher exposure and must be conditioned on building sufficient capacity in
order to prevent a price spike when the freeze expires. This paper therefore proposes framing
a rate freeze as a voluntary compact between a utility and the government — where the freeze
is explicitly contingent on accepting federal investment and structural reform — rather than a
mandate.

Rate freeze participation would be conditioned on utility commitments to transmission planning
and capacity procurement. Utilities would be required to apply and receive a Title XVII §1706
loan guarantee, and utilities participating in the rate freeze would commit to redirecting a
portion of their shareholder dividends to capitalize the rate freeze fund. This would require
shareholders to absorb some of the costs of the freeze, instead of taxpayers. In exchange,
utilities would receive a federal backstop through the §1706 program, as well as priority access
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to a slew of federal benefits including grid equipment via the Defense Production Act, expedited
interconnection queue placement for new capacity, federal leaseback programs to ease credit
risks, and transmission co-investment. Over medium-term time horizons, our model shows the
benefits of these incentives would outweigh the costs of a brief, multi-year freeze.

A bipartisan supermajority supports freezing residential electricity rates

Share who agree the government should freeze residential electricity rates, vs. should not

All voters 63% 31%

Democrats 23%

Independents 34%

38%

Republicans 57%

I Should freeze rates Don't know I Should not freeze

Support holds at 55% even when voters are told a temporary freeze could push prices higher later.

SOURCE: Data for Progress / Groundwork Collaborative survey of 1,149 registered voters, Feb 28-Mar 3, 2026. Rate-freeze question asked of a random half-sample (n=585;
+4 pp); counter-argument version n=564.

Georgia and New Jersey provide the most instructive domestic examples. Georgia — a state
with one of the country’s largest data center booms — established a three-year residential
rate freeze in 2025, pairing the freeze with a large-load tariff that will ensure data centers pay
for necessary transmission and distribution upgrades.>® In New Jersey, average retail prices
rose more than one-third between June 2023 and June 2025, driven primarily by new data
center demand. This led New Jersey Gov. Mikie Sherrill to direct the Board of Public Utilities
to freeze residential rate increases and study potential utility reform, including performance-
based ratemaking and ROE reductions.>” Whereas state-level actions like Georgia's and New
Jersey's are limited by capped budgets and limited industrial incentives, a federal rate freeze
would have more tools on the table.

A run of the numbers indicates that such a proposal is not far-fetched. National average
residential rates rose from 16.48¢/kWh in 2024 to 17.47¢/kWh in 2025 — a 6% increase.®® If
we make the conservative assumption that only utilities facing the largest rate increases and
strongest regulatory pressure are those that would enroll — primarily deregulated utilities in
PJM, New England, California, and New York — then we can estimate that approximately 28
million households would be subject to the rate freeze.>® At an extrapolated rate increase of
~6% per year in these regions, households would save roughly $650 over a three-year freeze
period, with some households in PJM saving $1,000 or more.®® The gap in frozen rates and
market rates would be closed through the combination of a §1706 loan guarantee, which would
enable utilities in these territories to capitalize more cheaply, and limited deferred recovery.
Federal fiscal exposure would thus be limited to the credit-subsidy cost of the §1706 loan
guarantee, rather than the headline cost of principal.
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In addition to other federal incentives, the Title XVII §1706 loan guarantee would ensure that
participating utilities have both the investment and incentive to procure necessary capacity,
preserve their credit health, and avoid a fiscal cliff when the rate freeze expires. In a scenario
where PJM, New England, California, and New York participate in the freeze, we estimate
these regions will account for 29% of national demand growth, driven disproportionately by
data center concentration.®' In these regions, an estimated 30 GW to 60 GW of new capacity is
necessary, requiring an average investment of $19 billion to $33 billion per year over six years
in onshore wind, utility-scale solar, battery storage, transmission, and other technologies.®?
A three-year freeze would create the planning window for new solar and storage to come
online, with wind and transmission investment (which operate on four to seven year timelines)
materializing in the years to follow. This investment would come with a federal coordination
structure for permitting, procurement, and workforce development that ensures speed-to-
power and good jobs. Our modeling indicates that this system would save utility customers
and taxpayers roughly $30 billion to $35 billion over 25 years, and would save roughly $8.5
billion relative to a publicly financed natural gas alternative.®®

Our polling indicates that a supermajority of voters support a rate freeze, with support holding
even as voters in both parties are told that prices will rise later.®*

Our modeling indicates that this
system would save utility customers
and taxpayers roughly $30 billion to

$35 billion over 25 years

PUBLIC POWER IS THE FUTURE

Supply-side policies must reckon with two failed hypotheses of previous Democratic
energy policymaking: first, that stick-based climate policies can succeed in the absence of
complementary industrial policy, and second, that deregulatory and competition-focused
programs are the primary way of driving costs down. Instead, we propose a bold policy of
direct public investment and planning.

These public power proposals are a departure from decades of grid planning, but they are
also popular. A survey by Groundwork showed that the majority of voters prefer public sector
leadership on energy, saying the public sector should run both grid modernization (60%) and
the utilities themselves (58%). This preference held across all parties, with only one-third of
voters overall preferring leadership from private companies.®
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THE NATIONAL POWER AUTHORITY AND A TRUST FUND FOR THE GRID

At a time when the grid demands rapid modernization and capacity growth, policymakers
should leverage public power to expand supply and lower costs. At the federal level, FERC has
already made inroads in incentivizing transmission planning with Order 1920, but this remains
small-bore compared to what is necessary. Whereas Order 1920 requires utilities and RTOs
to submit transmission plans, the federal government remains responsive to individual states
and utilities, with no independent planning authority or construction mandate. Order 1920 also
runs into the seemingly intractable problem of interstate cost allocation and the patchwork of
permitting authorities at the state and federal levels.®

We propose the creation of two new federal institutions:

o The National Power Authority (NPA), a new federal government corporation modeled
after the TVA and PMAs to develop, own, and operate generation and transmission
infrastructure at national scale, with an explicit mandate to provide affordable, reliable,
and increasingly clean electricity to all Americans; and

e The Grid Trust Fund, modeled after existing federal trust funds like the Highway Trust
Fund, which would enable more progressive taxation on Big Tech and the wealthy to
finance the grid, rather than today's regressive rate-based model.

Like the PMAs, the NPA would access capital through Treasury-backed financing, eliminating
the shareholder return burden that inflates 10U rates.®” It would hold transmission siting
authority, cutting through the cost-allocation and state-by-state permitting thickets that have
stalled regional grid investment for decades, and build immediately using federal rights-of-way
like the Interstate Highway System. This federal siting authority would also cut through the
interconnection queue backlogs that currently delay generation development by three to five
years in most RTOs.%8 The NPA would administer the Grid Trust Fund, capturing co-investment
from data centers and other large load customers and channeling them into infrastructure and
community investments that benefit all Americans.

Texas has demonstrated that a publicly planned transmission grid can deliver rapid and
efficient development. While Texas is often heralded as an example of free market excellence,
many of its advantages are actually due to deliberate, centralized planning. In 2005, facing a
transmission bottleneck, the Texas legislature directed the Public Utility Commission of Texas
(PUCT) and Electric Reliability Council of Texas (ERCOT) to designate wind resource zones.
They authorized a $7 billion transmission buildout, which in turn reduced ERCOT wholesale
electricity costs by an estimated $21 billion to $31 billion between 2010 and 2022.%° The
NPA's public financing would similarly absorb transmission risk and create the conditions for
simplified markets. Where Texas benefited from exceptional wind resources on cheap land in
West Texas, a national program could replicate this by connecting complementary resources
in the middle of the country with load centers to the south, east, and west.
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Rather than simply acting as a passive transmission conduit, the NPA would also play a role in
financing, building, and owning emerging clean firm capacity with high up-front capital costs
that are well-suited for public investment, such as enhanced geothermal, grid-scale storage,
offshore wind, and nuclear power. In this way, the NPA would drive public investment in key
generation markets and deliver the firm baseload power that the grid needs to reliably operate,
all while creating good union jobs.

Following precedents set by the TVA, the NPA's Treasury-backed financing mechanisms and
revenue bonds can be structured as self-financing instruments, with initial access to the Federal
Financing Bank in order to develop independent capital market credibility.”> The NPA would
have a mission to deliver affordable, reliable, and clean energy, as well as the authority to plan,
site, construct, own, and operate interstate transmission facilities and clean firm generation
capacity.

Across party lines, voters want the public sector — not private
companies — running the grid

Who should run electric utilities?

33%

All voters 58%

Democrats 65% 26%

Independents 61% 30%

43%

Republicans 49%

Who should lead grid modernization?

30%

All voters 60%

Democrats 68% 25%

Independents 58% 31%

40%

Republicans 52%

Il Public sector Don't know I Private companies

SOURCE: Data for Progress / Groundwork Collaborative survey of 1,149 registered voters, Feb 28-Mar 3, 2026; £3 pp. Bars show which statement respondents agree with
more; remainder is "don't know."

FROM REGRESSIVE TO PROGRESSIVE: THE GRID TRUST FUND

Federal trust funds with statutory earmarking have funded American infrastructure since
the 1950s, including the Highway Trust Fund, the Airport and Airway Trust Fund, the Inland
Waterways Trust Fund, and the Harbor Maintenance Trust Fund. Each of these funds works
by pairing a revenue source — typically an excise tax on a defined commodity or transaction
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— with expenditure authority for the intended infrastructure. Despite this history, there is no
federal trust fund dedicated to grid infrastructure, even though the grid is one of the largest
pieces of national infrastructure and one of the most consequential for affordability, economic
growth, and national security.

We propose the creation of a Grid Trust Fund (GTF), which would enable the NPA to seed
funds for grid build-out and household relief. Like the Highway Trust Fund, the GTF could be
funded through a combination of excise taxes on electricity usage from certain large loads
(see page 25) and general fund transfers, as well as co-investment from Al companies. Each
of these three revenue streams is more progressive than the current volumetric rate-based
model.

Similar to other federal trust funds, the GTF would have statutorily defined expenditure
categories, administered by Treasury, with expenditure authority granted to the NPA and
other federal agencies where applicable. These would include accounts for interregional
transmission, grid resilience, technical assistance, household affordability, insurance against
stranded-asset risk, procurement and workforce development, community benefits, distributed
resources, and clean firm generation.

Over its first decade of operation, we estimate that the GTF would generate approximately $175
billion in cumulative revenue. The fund alone would spend roughly $50 billion on transmission
investment — roughly 15% of current IOU transmission spend — providing a substantial
equity grant layer to seed the NPA's expanded TVA-style bond authority, in addition to existing
spending from the Loan Programs Office and private sector.”

BUILDING SMARTER WHILE BUILDING BIGGER

In addition to investing in transmission and clean firm capacity, federal policy should ensure we
exhaust the faster, cheaper options for expanding the capacity of the grid we have today. This
includes ensuring investments in virtual power plants (VPPs), distributed energy resources
(DERSs), energy efficiency, grid-enhancing technologies (GETs), and advanced reconductoring.

Among these low-hanging fruit, VPPs play a critical role. A 2023 study from Brattle Group
found that VPPs are capable of delivering capacity at 40% to 60% the cost of alternatives.”?
Federal procurement, coordination, and standardization would enable economies of scale
beyond the current state-by-state market for DERs and VPPs. Currently, many states, including
California, Virginia, and Texas, have successfully led on integrating VPP aggregation and
demand response programs. Leveraging the distributed resources account at GTF, a federal
program administered by the NPA and Department

of Energy (DOE) could complement these state

efforts by mandating auto-enroliment of qualifying

Data devices,”® coordinating interstate aggregation
and capacity accreditation, standardizing device

interoperability, and providing a 50% federal match

C e nte rS a re on software implementation costs.”

° ° As VPPs and DERs optimize the distribution grid,

u nl ue rld GETs and advanced reconductoring can optimize
q g the transmission grid. Replacing existing aluminum
conductors with advanced composite core or

CUStomers carbon fiber conductors can double the capacity
o of existing lines in one to three years.” Meanwhile,
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GETs such as dynamic line rating systems and power flow controls typically deploy in 12
months or less, can reroute power from congested lines to others with available capacity in real
time, and expand effective transmission capacity by 5% to 25%.7¢ Federal legislation should
mandate consideration of GETs and reconductoring alongside new transmission construction
on a least-cost basis, and the NPA should fund GET deployment and reconductoring as well as
new deployment.

A federal program would also enable solutions to the labor gap that has historically plagued
the DER market. Whereas the IRA instituted prevailing wage and apprenticeship requirements
for projects exceeding 1 MW, the residential and small-commercial DER market remains largely
dominated by non-union contractors. As part of interoperability standardization, a federal
program could establish certification requirements linked to completion of a Department
of Labor (DOL) Registered Apprenticeship for the installation of these devices, borrowing
from the Australian model that uses certification to drive labor standards, rather than union
mandates.”” A federal program could also directly require project labor agreements for any
DER aggregation programs funded by the federal government, as well as fund relevant DOL
Registered Apprenticeship pipelines.

MAKING DATA CENTERS PAY THEIR FAIR SHARE

Data centers are unique grid customers. As noted earlier, they bring large load profiles combined
with stringent reliability requirements, often requiring more than 99.99% uptime per year.”
While electricity spend for data centers is expected to be on the order of existing utility spend,
it is still marginal at 5% to 8% when compared with the rest of the data center capital stack,
such as GPUs and cooling.”® This, in turn, means that data center capital is both transformative
and more easily subject to public discipline, so long as data centers also have their speed-to-
power and reliability needs met. If deployed carelessly, it risks driving up costs for households.

Data centers are also the subject of intense and cross-partisan opposition. A March 2026 poll
from Quinnipiac University found that 65% of Americans oppose building a data center in their
community, and 55% think that Al will do more harm than good — up 11 percentage points from
a previous Quinnipiac poll conducted roughly a year earlier.2° In polling from Data for Progress
commissioned by Groundwork in February 2026, energy costs were the largest single concern
that voters had with new data centers, with 65% of respondents believing that data centers will
raise local utility bills.®

Several states across the U.S., including Ohio, Pennsylvania, Missouri, Indiana, Texas, and
Virginia, are implementing designated allocated rate classes known as “large load tariffs" for
data centers in an effort to ensure that capacity or infrastructure costs for data centers are not
spread to other customer classes.®? While concerns around political asymmetry between data
centers and other utility customers prevent this from being a foolproof solution, allocated rate
classes should be considered a first line of defense and the bare minimum for data centers
looking to connect with the grid. We support these concepts but suggest that federal lawmakers
think bigger.

Likewise, several states and federal lawmakers have proposed legislation that would
incentivize or require data centers to finance their own generation capacity and grid upgrades,
whether behind-the-meter or interconnecting elsewhere on the grid.?® So-called “bring your
own generation” (BYOG) policies are the bluntest way of disciplining data center capital
expenditure, requiring new loads to pair with generation regardless of siting, fuel type, or
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long-term stranded-asset risk.®* In general, policymakers should consider policies that give
the public more agency over capital investment in the grid. As with large load tariffs, BYOG
should be considered a bare minimum for ensuring that capital costs do not bleed into other
customer classes. Behind-the-meter BYOG policies, in which data center developers pay to
build on-site (mostly gas) generation that interconnects only with their new load, should be
discouraged or even penalized as they island valuable capacity away from the grid, create
health and environmental hazards, and increase emissions.

Hyperscaler power spending: large relative to the grid,
marginal relative to total capex

Hyperscaler power capex vs. annual IOU transmission investment
Annual capital expenditure, 2025 ($B)

Hyperscaler power capex
~$34B

I0U transmission investment (2025)

$38B
$0B $108 $208 $308 $408
Power is only ~8% of the $443B hyperscaler capital stack
Estimated composition of total top-5 hyperscaler capex, 2025
$266B $68B 5348 $75B
$éB $1608 $2508 $3608 $443B

m GPUs & compute hardware (60%, $266B) m Power (generation) (8%, $34B)
m Infrastructure & cooling (15%, $68B) Land, build & network (17%, $75B)

SOURCES: Total IOU capex & transmission — EEI Industry Capital Expenditures 2015-2029, EEI Financial Analysis Dept. (Sept 2025). Estimate of hyperscaler capex — CreditSights, "Hyperscaler Capex 2026
Estimates" (Nov 2025); McKinsey, "The Cost of Compute" / "Beyond compute" (Apr 2025). Hyperscaler dollar splits apply McKinsey shares to the CreditSights total (authors' calculation).

Lastly, natural gas plants, solar farms, and wind farms all have lifetimes of 20 to 30 years,
while today's GPUs — the most significant portion of a data center's capital stack — depreciate
within three to six years depending on use case. The resulting mismatch creates significant
stranded-asset risk for capacity built to serve data center load. Well-structured PPAs already
include collateral requirements, but a significant portion of data center power arrangements
are signed not by the parent company but by special purpose vehicles (SPVs).

The White House's March 2026 Ratepayer Protection Pledge, in which seven major Big Tech
companies committed voluntarily to pay for contracted power whether or not they ultimately
consumeit, canalso be read to implicitly acknowledge that existing protections are insufficient.8
In either case, federal minimum contract term and collateral requirements would address the
gaps left by SPV-level and voluntary commitments.8¢
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A TAX ON LARGE LOADS

Since state large load tariffs enable the leverage threat that Big Tech holds over individual
state utility commissions, federal lawmakers should consider an excise tax on large loads that
would act as a federal floor and feed into the Grid Trust Fund. Lawmakers should implement
a federal excise tax on large electricity customers, structured as a per-megawatt-hour (MWh)
consumption surcharge on usage above a given threshold. Since the tax would be leveraged on
large loads generally, not on data centers specifically, carveouts can be provided for strategic
electricity-intensive activities such as aluminum production, furnace steel production, or
semiconductor fabrication.

There is strong precedent for such an excise tax. The Internal Revenue Code is full of per-unit
federal excise taxes on energy commodities ranging from coal to crude oil. As a wholesale tax
on suppliers with earmarked revenues, this proposal most closely mirrors the tax on motor
fuels that are deposited in the Highway Trust Fund.

We calculate that such a tax would generate sizable federal revenues. If implemented in fiscal
year 2030, we can estimate that data centers and crypto mining will account for approximately
530 terawatt-hours (TWh) in annual consumption® and that other large-load industries will
be responsible for approximately 100 TWh, with approximately 75% of that load subject to
strategic carveouts. This leaves a net taxable base of roughly 555 TWh in FY2030.28 At a
hypothetical and ambitious federal tax rate of $15/MWh — a loose approximation of the costs
currently being shifted on to households and approximately 15% to 30% of base data center
electricity costs — this tax would raise roughly $8.3 billion in net annual revenue. Assuming
3% annual growth in the taxable base, the excise tax would raise roughly $95 billion over ten
years, sufficient to seed the Grid Trust Fund.®®

BEING RESPONSIBLE USERS OF ELECTRICITY

Like a Walmart parking lot on Black Friday, generation capacity is built to handle peak demand,
not the average. This means that load flexibility from data centers can have an outsized effect
on the generation capacity required.®® A landmark study from Duke University found that 76
GW of new load — equivalent to 10% of the nation’s current aggregate peak demand — could
be integrated if data centers can be curtailed for 0.25% of their maximum uptime. The study
also found that 126 GW of new load could be accommodated at a curtailment rate of 1%.%
Seeing the benefits of these programs, states such as Texas, Pennsylvania, and California have
begun to require or incentivize data centers to engage in demand response or load flexibility
programs.®?> A DOE study on such programs was included in the FY26 Energy and Water
Appropriations Act, and federal lawmakers should consider incentivizing or requiring such
programs via subsequent federal legislation.®® FERC has existing authority under the Federal
Power Act to require or incentivize demand response programs for large loads in wholesale
markets, without new legislation.%

Communities are right to be angry that tech companies with trillion-dollar market caps are
cutting deals with state regulators, driving up household bills, and threatening to leave if they
don't get what they want. As a result, state and federal lawmakers on both sides of the aisle are
understandably responding with moratoria that would give the public some degree of leverage.
Al is projected to generate trillions of dollars in returns, but this political window will not stay
open indefinitely. At the very least, federal lawmakers should require these companies to pay
full freight for the public infrastructure that stands to make them trillions.
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Conclusion

Electricity prices are now rising more than twice as fast as inflation, leading one-third of U.S.
households to face high energy burdens. Investor-owned utilities filed record rate increase
requests in 2025 — the highest level since the mid-1980s — pointing to continued near-term
rate increases absent federal intervention. Meanwhile, Big Tech is paying through the teeth for
energy infrastructure that will make them trillions in profit. At a time when our grid demands
rapid expansion for electrification and decarbonization, not to mention the massive influx of
data centers, lawmakers must find a way to plan and finance the energy system of the 21st
century without making working families foot the bill.

Policymakers who treat affordability as a constraint on climate ambition, or vice versa,
misunderstand that these priorities are mutually beneficial. Affordability now creates the
political conditions for long investment horizons and planning, which in turn ensure long-term
affordability. Therefore, this brief proposes a policy architecture that treats affordability and
structural reform as mutually reinforcing:

1. Rate freezes and price stabilization will offer immediate relief at the kitchen table and
build the political foundation on which durable supply-side reform depends.
2. Bold supply-side policies, such as the National Power Authority and the Grid Trust
Fund, will enable us to plan, finance, and build the grid at the scale required.
3. A compact with data center developers will ensure that Big Tech is paying its fair share
for a public grid.
Today, American families are paying for the decades of tinkering at the edges of a broken
system that drives profits to Big Tech, a handful of private energy companies, and utility
shareholders. The energy market has never been a free market. Like it has before, it is time for

the federal government to once again boldly invest in federal planning, public financing, and a
grid that delivers affordable energy for all.

“l am a lineman for the county
And | drive the main road
Searchin’ in the sun for another overload.
I hear you singing in the wire
I can hear you through the whine
And the Wichita lineman
Is still on the line."”

— Glen Campbell, "Wichita Lineman”
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