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Clean Energy Cleaned Up In 2018 Project Financings 

By Keith Goldberg 

Law360 (December 12, 2018, 4:54 PM EST) -- A broad spectrum of domestic and international lenders 
have been chasing investments in renewable energy projects in 2018, giving developers momentum to 
get more projects off the ground, especially those featuring an energy storage component.  
 
Energy storage has become crucially important for power purchase agreements, yet traditional PPAs are 
becoming more difficult to secure, pushing renewable energy developers to seek out unconventional 
deals with major businesses. Offshore wind had a strong year and is expected to continue gathering 
steam.   
 
Yet amid the sunny news for renewables developers, tariffs imposed by the Trump administration are 
casting a shadow, injecting fresh uncertainty into both renewable and traditional energy development. 
 
Here are five energy project finance trends that marked 2018. 
 
Flush Times for Renewable Developers 
 
For U.S. renewable developers, attorneys say there's been no shortage of suitors willing to sink cash into 
their projects, as the debt market has been flooded with investment capital looking for a home. The 
investor list includes private equity firms, infrastructure funds, non-U.S. pension funds, and even 
insurance companies, and they're willing to invest earlier and earlier in a project's development 
timeline. 
 
“There's literally a wall of money chasing assets,” Kirkland & Ellis LLP project finance partner Rohit 
Chaudhry said. “People are willing to take more merchant risk in the future. Renewables, gas-fired 
power projects and midstream assets are the biggest beneficiaries." 
 
Not only are project buyers and investors willing to take on more development risk, the increased 
competition has allowed renewable developers to extract more favorable contractual terms. That points 
to lower returns for project investors, but that doesn't seem to be dissuading them, attorneys say. 
 
“It's highly competitive on the lending side and it looks like that will be the case for the foreseeable 
future,” Winston & Strawn LLP project finance partner Mike Pikiel said. “It's really lowering the returns 
for the lenders but none of them seem to be withdrawing at the moment.” 
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Energy Storage Has Arrived 
 
For proof that energy storage is making a place for itself in project development, look no further than 
recent moves made by some of the largest utilities in the U.S. 
 
In August, Colorado utility regulators approved Xcel Energy Corp.'s plan to retire two coal-fired power 
plants and invest $2.5 billion in renewable and gas-fired power acquisitions, including 275 megawatts 
worth of large-scale battery storage. In October, Duke Energy Corp. said it would invest $500 million in 
battery storage projects with a projected capacity of 300 MW in North Carolina and South Carolina over 
the next 15 years. 
 
“Storage is hot,” Dykema corporate finance member Walter Dunn said. “Renewables are good, but they 
become great when they have storage.” 
 
The Federal Energy Regulatory Commission this year finalized a rule forcing regional grid operators to 
create a place for energy storage in wholesale electricity markets. Meanwhile, some states have set 
energy storage mandates of their own, along with increasingly aggressive renewable energy mandates. 
 
Attorneys say the rise of energy storage is especially apparent when it comes to solar development, as 
solar-plus-storage is becoming a selling point for developers, as well as a requirement for utilities and 
other electricity buyers in brokering power purchase agreements. 
 
“We seem to have hit the emotional and economic tipping point where energy storage is now being 
spoken of as part of almost every new solar project development and PPA offtake agreement,” said 
James Tynion III, who leads Morgan Lewis & Bockius LLP's project finance and infrastructure practice. 
 
Offshore Wind Gathering Strength 
 
In the future, 2018 might be looked at as the year U.S. offshore wind development finally got going, 
attorneys say. Highlights included Massachusetts utilities selecting the 800-MW Vineyard wind project 
to be built by Avangrid and a Danish infrastructure firm off of Martha's Vineyard, and Rhode Island 
signing off on a 400-MW project to be built by Deepwater Wind LLC. Meanwhile, New York and New 
Jersey have kicked off procurement processes for 2,400 MW and 1,100 MW of offshore wind 
development, respectively. 
 
“If we were having this conversation a year ago I would have said the U.S. offshore wind market will get 
very busy in six months,” Tynion said. “In June 2018, it was clear the U.S. offshore wind market came to 
life six months earlier than that. Now, we're in the midst of an explosion of development and M&A 
opportunities.” 
 
There's still only one commercial wind project in operation in the U.S., and cost, legal and regulatory 
concerns persist. But there are some encouraging financial signs that attorneys say could sway investors. 
For example, Massachusetts regulators said in August that the projected electricity costs of the Vineyard 
wind project over the life of a 20-year PPA would be significantly lower than the cost of buying the same 
amount of power in the wholesale and renewable energy credit markets. 
 
“Where we are now, there's a number of states that have started going to this [request for proposal 
process] for offshore wind deals, and the PPAs have pricing in there which is appropriate to get these  



 

 

projects financed,” Chaudhry said. “The question remains what legal and regulatory challenges these 
projects go through over the next few months." 
 
Trump Trade Wars Cast a Development Shadow 
 
Tariffs imposed by President Donald Trump have added significant costs to large energy infrastructure 
projects including liquefied natural gas terminals, oil pipelines and large-scale solar projects. Meanwhile, 
U.S.-China trade tensions threaten to derail growing Chinese imports of U.S. energy products. 
 
Whether those factors are enough to scare off investors from sinking their cash into big-ticket energy 
projects remains to be seen, attorneys say. 
 
“There's been no discernible effect from the [project] sponsor's view,” said Gil Porter, who co-
chairs Haynes and Boone LLP's projects practice group. “It's unclear how it's going to factor in to the 
lenders, because none of them are at a point where they're really going through the tough credit 
process. I think a lot of people have to figure out how something has to be factored in.” 
 
But even if actions like tariffs on steel, aluminum and solar panels don't ultimately derail project 
development, they've created an environment of legal uncertainty that may lengthen the timeline for 
projects to get financed, attorneys say. 
 
“It is definitely slowing down transactions, especially because people are engaged in prolonged 
negotiations as to who's taking this 'change in law' risk,” said Morrison & Foerster LLP partner Elizabeth 
Sluder, who focuses on renewable energy project finance and mergers and acquisitions. “If not express 
price adjustments, there are threats of price adjustments, and whether that's going to be a reopened 
issue for purchases in the future.” 
 
Seeking a Deeper Corporate PPA Pool 
 
With traditional utility PPAs growing rarer, renewable developers are increasingly turning to corporate 
America to ink the long-term offtake deals that are crucial to attracting investors to their projects. 
They're also casting a wider net than companies traditionally associated with renewable corporate PPAs, 
such as technology giants like Amazon or Apple. 
 
“It goes beyond the Fortune 400 companies, which is what most of the banks and tax equity lenders are 
looking for,” Sluder said. “It's taking hold at a different rung on the pyramid, which is institutional 
companies that have their own internal policies that have sustainability goals.” 
 
But the variability of available wind and solar power — and their fluctuating prices — has many 
companies whose power needs are static wary about locking themselves into a long-term agreement to 
purchase a certain amount of a project's electricity at a fixed price. 
 
That has forced project developers and off takers to get creative, such as crafting virtual PPAs that are 
financial, not power contracts and offer hedges against fluctuating wind and solar power prices. For 
example, Microsoft Corp. recently developed a “volume-firming agreement”: a virtual PPA in which a 
company would trade power price fluctuations to a third-party insurer for a slightly higher, but 
guaranteed price. 
 
 



 

 

Smoothing out price variability is a way of removing some of the risk price swings pose to a company's 
balance sheet, according to Orrick Herrington & Sutcliffe LLP energy projects partner Giji John, who 
helped Microsoft craft the volume-firming agreement structure. 
 
“For the corporate [customer], they just get this certainty that they're not paying for electricity when 
they don't need it,” John said. “These are elements that get smaller buyers into deals that were 
generally reserved for the large tech companies. The more of them that get into the market, the more 
projects get done.” 
 
--Editing by Pamela Wilkinson and Orlando Lorenzo. 
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