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Financing pt. 1 - Session #4 Recap

● Topics covered:
○ MTEN Costs: soft costs, drilling, 

pipe installation, building 
upgrades

● Focus on state & utility funding 
support: 

○ PON 4614
○ PON 5614
○ NYS Clean Heat
○ NYSERDA programs
○ Wraparound funding - CFA

● Barriers to be conscious of:

I.

Feasibility

FlexTech 
(NYSERDA)

II.

Design

III.

Construction

PON 5614 
(NYSERDA)

NYS Clean 
Heat (utility)

Energy efficiency 
upgrades 

(NYSERDA, utility)

Tax credits (federal 
and state)

Private & quasi-public 
financing (C-PACE, NY 
Green Bank, GJGNY)

Wraparound funding 
opportunities (as 

available)

○ Many state, utility programs require applicants to pay into the SBC (Systems Benefit Charge)
○ Certain programs may be short-term opportunities
○ Higher costs for pilots

■ Demand and greater adoption of technology may help drive down costs



Overview

EXPLORE additional funding opportunities for thermal 
energy network & associated projects

● Federal Tax Credits & Rules  
● Private & Quasi-Public Financing

○ C-PACE
○ New York Green Bank

● Local Development Corporations (LDCs)
○ Troy Case Study

 



Disclaimer 

Two Quick Reminders:

○ This presentation is for informational purposes only — not legal or tax advice

○ Work with qualified legal and tax professionals to confirm eligibility and 

maximize incentives



Federal Tax Credits and Rules
 

Impact of OBBBA (“H.R. 1”) on IRA Incentives 



Four Bodies of Law

Quick Reminder - The Laws of TEN Business Models

● New York State Municipal Laws 
○ NYS Constitution
○ Municipal Home Rule Law
○ NYS Laws Governing Cities, Counties, Towns and 

Villages
● Public Service Commission 

○ Public Service Law 
○ UTENJA Docket & Regulatory Development 

● Federal Tax Credits under the IRA and OBBBA 
(H.R. 1)

● Local Development Corporations
○ General Municipal Law Art 18-A
○ Section 1411 of the Not-for-Profit Corporation Law



H.R. 1 did NOT change: 
● Section 48 ITC for Ground-Source Heat Pump Systems

○ Prevailing Wage and Apprenticeship Rules

○ Domestic Content and Energy Community Bonuses

● Energy Property Split-Ownership Rules 

● Elective (Direct) Pay and Credit Transfer 



Section 48 Investment Tax Credit 



Energy Property – Rules Limiting Split Ownership

To qualify for the Section 48 ITC (as 
amended by H.R. 1):
● A single taxpayer must own a 

complete, unified “unit of energy 
property.”

● For geothermal heat pump (GHP) 
systems, ownership must cover at 
least:
○ Boreholes or borefields
○ Ground loops
○ At least one connected heat pump

"Definition of Energy Property and Rules Applicable to the 
Energy Credit," 88 Fed. Reg. 72,560–72,575 (Nov. 22, 2023), 
https://www.federalregister.gov/documents/2023/11/22/2023-
25539/definition-of-energy- 
property-and-rules-applicable-to-the-energy-credit 



Elective Pay and Credit Transfer 

● Elective Pay (Direct Pay, §6417):
○ Allows municipalities, nonprofits, and tribal governments to receive cash payments instead of 

tax credits

○ Payments may be reduced if tax-exempt financing is used or certain requirements are unmet

○ New FEOC and Domestic Content restrictions - Not currently applicable to § 48 ITC for 

geothermal

● Credit Transfer (§6418):
○ Enables eligible entities to transfer ITCs to commercial taxpayers

○ Supports public–private partnerships and other financing solutions

○ Transfers prohibited to Specified Foreign Entities (SFEs)



Pause for Questions

?



H.R. 1 DID change: 

● Early Phase Out of Key Energy Efficiency and Renewable Energy Tax Credits: 

○ Commercial Energy Efficiency Tax Credit – 179D

○ Energy Efficient Home Improvement Tax Credit – 25C

○ Residential Clean Energy Tax Credit – 25D

● Third-Party Ownership and 

Leasing of Energy Property

● Depreciation 

● Foreign Entity of Concern 

(FEOC) Restrictions 



Commercial Energy Efficiency Tax Credit - 179D

● Two pathways:

○ Energy Efficient Commercial Building 
Property – modelled pathway for deduction, 
applicable to new construction and retrofits

○ Energy Efficient Building Retrofit Property 
(EEBRP) – measured pathway for deduction, 
building must have been in service for ≥5 
years Source: Department of Energy, 179D

● Must achieve at least 25% savings from 
baseline

● Bonuses for prevailing wage and 
apprenticeship

OBBBA Phaseout: Construction begins by 

6/30/26, not placed-in-service



Energy Efficient Home Improvement Tax Credit - 25C

● $1,200 annual cap for: building envelope improvements 

(insulation, air sealing,) home energy audits, panel 

upgrades, central AC, and fossil fuel space & water 

heating systems

○ Specific caps for each technology 

● $2,000 annual cap for: air source heat pumps, heat pump 

water heaters, and biomass stoves/boilers

● $3,200 cap total for 25C

OBBBA Phaseout: Must be placed-in-service by 12/31/25



Residential Clean Energy Credit - 25D
● 30% Uncapped Credit for solar, battery storage, geothermal heat pumps, and small 

wind turbines

OBBBA Phaseout: Expenditures made by 12/31/25

Left: H.R.1 2025-2026

Left: U.S. Code § 25D



25C & 25D: Tips & Eligibility

o New in 2025 for 25C: use a “qualified 

manufacturer”

• For windows, doors, skylights, outdoor heat pumps, 

water heaters, AC & fossil fuel heating

• May need to request code from your manufacturer?

o For heat pumps, HVAC, windows, doors, confirm 

equipment is ENERGY STAR certified

• Not required for insulation

o Nonrefundable - you must owe what you claim

• 25D: carryforward still applies! (Source: U.S. Code § 

25D) 



● New language was added to the 

Revenue Code to allow for 

geothermal system leasing

● Exempts geo systems from “limited 

use property” policies at the IRS

New Leasing Language Added in H.R. 1

Third-Party Ownership and Leasing of Energy Property 

● Offers new third-party ownership opportunities in the geothermal market



Third-Party Ownership and Leasing of Energy Property 

● Geothermal heating and cooling 

systems now eligible for ownership 

under publicly traded partnerships

● Allows for Master Limited 

Partnership structures to own 

geothermal systems and take 

advantage of associated tax 

benefits

Master Limited Partnership Ownership Structures     
Now Available 

More to come! 



Depreciation

Five-Year Depreciation Eliminated for 

Energy Property

● Five-year accelerated depreciation for 

geothermal systems is eliminated 

effective January 1, 2025

● Accelerated depreciation remains but is dependent on 

ownership structure and system design

● Municipalities and other tax-exempt entities cannot claim 

depreciation directly

● Consult a tax professional for additional depreciation guidance



Foreign Entity of Concern (FEOC) Restrictions

FEOC Compliance: Entities must not be directly or indirectly owned, controlled, or substantially financed 
by a Prohibited Foreign Entity (PFE), as defined under FEOC rules (e.g., those linked to China, Russia, 
Iran, North Korea). 

Source: Lawyers for Good Government (L4GG) – 7.30.2025 webinar



What’s Next? 

● Implementation of H.R. 1 is 

now underway at the U.S. 

Department of the Treasury

● JCT Bluebook expected next 

year

● Industry continues to engage 

Treasury Office of Tax Policy 

and seek additional 

legislative opportunities at 

the federal and state levels 



Key Takeaways
● Talk to qualified tax and legal advisors about 

provisions specific to their project – lots of 

overlapping, nested definitions

● FEOC restrictions apply to clean electricity 

(wind & solar) production &  

investment, advanced manufacturing, 

nuclear power, carbon capture, and clean fuel 

production...

○ But NOT geothermal! (For now …)

● Final guidance on FEOC restrictions will likely 

take more time to come together than other 

rules/guidelines

○ Stay tuned for updates



Key Takeaways

Timelines are key!

Source: Lawyers for Good Government (L4GG) – 7.30.2025 webinar



Key Takeaways

Source: Lawyers for Good Government (L4GG) – 7.30.2025 webinar



Resources

● Lawyers for Good Government (L4GG): 

Elective Pay & IRA Tax Incentives Resources 

Page (recommend signing up for e-news at 

bottom)
○ News, fact sheets, webinars, resources, and more!

● Clean Energy Tax Navigator

● Tax Law Center: Navigating OBBA

● Clean Energy Business Network: Tax 

Package Resource Center



Pause for Questions

?



C-PACE Financing 
Susan Morth, CEO
E: smorth@eicpace.org
P: 914-302-7300 ext. 8114



New York Green Bank



New York Green Bank 



New York Green Bank 



New York Green Bank 



New York Green Bank 



New York Green Bank 



New York Green Bank 



New York Green Bank 



CONTACT INFORMATION
CONTACT NY GREEN BANK

1333 BROADWAY | SUITE 300 | NEW YORK, NY 10018

CALL: (212) 379 - 6260

EMAIL: INVESTMENTRFPS@GREENBANK.NY.GOV

VISIT: WWW.GREENBANK.NY.GOV

FOLLOW ON LINKEDIN: @NY-GREEN-BANK



Pause for Questions

?



Local Development Corporations
The Role of LDCs in TEN Project Financing

Dylan Turek
Senior VP of Development, Advance Albany County Alliance 
Former City of Troy Economic Development Director 



Why LDCs Matter for TEN Projects

o LDCs = Nonprofit, public-purpose 
corporations under NY NPCL §1411

o Provide municipalities with:

• Financing flexibility (bonds, loans, Green     
Bank)

• Public–private partnership platform

• Ability to own/lease borefields, 
contract with utilities, work with private 
landowners

o Opportunity: Mobilize local economic 
development + decarbonization goals 
simultaneously



Lessons from Troy



Lessons from Troy

o Project site: Former City Hall along 
Hudson River; complex “rat’s nest” 
infrastructure → pivoted to using park land 
as borefield → innovative municipal land 
use strategy

o Issue: Conservative bond counsel; 
required more than one private offtaker if 
using public resources, couldn’t municipally 
bond → City partnered with LDC 

o Outcome: Passed distribution network 
ownership to National Grid under UTENJA







Benefits of Using an LDC Structure

Financial Flexibility
o Avoids municipal bond law constraints; can act 

more nimbly

o Structures financing with multiple partners

o Engages private landowners where 
municipalities cannot

Municipal Opportunities
o Revenue generation from leasing public land for 

borefields

o Property tax relief as new revenue streams ease 
budget pressures

o Democratic/local energy control vs. “easy route” 
of leasing to private developers

Governance Advantages
o Independent nonprofit structure separates risk 

from municipality

o Board governance includes city appointees + 
private representatives

o Exempt from some procurement/appraisal rules, 
enabling faster action

o Supports campus-style or district TENs with 
multiple stakeholders



Challenges and Risks

With LDC Structure 
o Need for multiple offtakers before financing → 

difficult to back debt service when offtakers are 
uncertain

o Internal municipal leadership changes → 
continuity risk

With Split Ownership
o Split ownership (generation vs. distribution) 

conflicts with federal tax rules, complicating ITC 
eligibility 

o Utility takeover of distribution simplified 
operations for City/LDC but reduced municipal 
financing control



A Path Forward 

o Start with comprehensive planning → 
citywide decarbonization studies

o Explore LDC formation with local 
development agencies

Opportunity: Explore how LDCs + municipal 
agencies can “bundle” projects or create 
comprehensive decarbonization plans to 
access funding

o Leverage municipal land assets + 
state/federal programs.

o Consider phased “campus” TEN pilots

o Coordinate with utilities (per PSC UTENJA) 
while preserving local control



Pause for Questions

?



Next Up & October Preview:
Planning, Zoning, and Permitting

Reach out for 1-on-1s!

● Go over topics discussed so far
● Share updates
● Think about resource and material 

needs for implementation packages

Session 6 Topic:

Part 1: Planning, Zoning, and 
Permitting for TENs

● NYPA Resources Overview 

October 20th or 27th
11am - 12pm



Thank you!


