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The Narragansett Electric Company
d/b/a Rhode Island Energy
Rhode Island Energy’s Comments in Response to Request for Comments Regarding
Research, Analysis, & Discussion in Support of the First Draft 2027 Program Year
Recommendations

Rhode Island Energy (“RIE”, or the “Company”) was present on July 16, 2026, for the
Sustainable Energy Advantage, LLC (“SEA”) presentation on the Renewable Energy Growth
(“REG”) First Draft 2027 Ceiling Price and MW Allocation during the Office of Energy
Resources (“OER”) Solar Stakeholder Meeting. The Company reviewed the presentation and
respectfully submits the following comments and questions and will continue to engage
throughout this stakeholder process.

The Company’s comments are summarized into the following three categories, based on the
presentation agenda:

1) First draft of MW allocation plan/discussion around potential 3-yr allocation, and
2) First draft of ceiling prices (including sensitivities around tax credit eligibility),

3) Discussion of policy options to deal with tax credit uncertainty

1) First Draft of MW Allocation Plan

The Company notes SEA’s assumption that the recent legislation reducing the remaining Remote
Net Metering aggregate capacity from 275MW and 175MW will ultimately shift capacity to
REG. Does SEA estimate that this shift will impact the PY27 — PY29 timeframe given that as of
July 2026, there is only 92MW reserved in Remote Net Metering? Additionally, did SEA
compare the return on equity (“ROE”) for projects electing Remote Net Metering under the

new fixed pricing starting at 19 cents per kWh for 25 years escalating by 2.75% annually with
the proposed REG ceiling prices? Both the amount of remaining capacity in Net Metering, and
the comparison of whether Net Metering or REG would offer greater returns to the developer,
would inform the MW allocation and competition.

2) First Draft of Ceiling Prices

The Company observes that historically there have been undersubscribed classes in REG.
Typically, projects are all accepted unless there is an issue with the application or the application
doesn’t meet the eligibility requirements. Given this historic context, without observed
competition driving prices down, the Company wants to ensure the ceiling prices are compliant
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with the REG statute standard of a reasonable cost through a competitive process and not too
high.

The Company recommends that SEA show alternative ceiling prices based on the median of
installed cost. The Company supports utilizing the median of installed costs when developing
the ceiling prices for all energy classes. On page 25 of the slides shared in the Solar Stakeholder
Meeting, SEA proposes that modeling ceiling prices at the median of installed cost rather than
averaging the median and 75" percentile could result in a 5-9% reduction.

On page 45 of the slides shared in the Solar Stakeholder Meeting, SEA states “Projects that do
not qualify for the CEIC may also avoid certain related cost requirements.” Are these costs
included or excluded from Solar Installed Cost Assumptions presented on page 46 of the slides
shared in the Solar Stakeholder Meeting, and how do these costs compare to what is presented on
page 76 of the slides shared in the Solar Stakeholder Meeting?

On page 50 of the slides shared in the Solar Stakeholder Meeting, SEA states “For projects
assumed to lose tax credits, assume risk premium will decrease 35 bps (3.25% => 2.90%) in

2027 PY and 75 bps (3.25% => 2.50%) in 2028/2029 PY.” However, the values in the table
below show that 2.90% applies to Small Solar for 2027/2028/2029 and 2.5% applies to other
categories for all year.

Potential errors are shown in red in the table below:

PY Small Solar Medium/Comme Large Solar
2027 4.31% 4.47% 4.57%
Expected Average Risk-Free 2028 4.23% 4.35% 4.43%
Rate 2029 4.41% 4.53% 4.61%
2027 7.21% 6.97%)| 7.07%
2028 7.13% 6.85% 6.94%
erest Rate (assuming no tax 2029 7.31% 7.03% 7.11%
2027 2.90% 2.50° 2.50°
Delta 2028 2.90° 2.50% 2.51%
2029 2.90° 2.50% 2.50%

On page 52 of the slides shared in the Solar Stakeholder Meeting, SEA states “For projects
assumed to lose tax credits, assume sponsor equity after-tax IRR will decrease by 0.5% for 2027
PY and another 0.5% (total of 1.0%) for 2028/2029 PY.” However, the values presented in the
table on this slide for Sponsor Equity After-Tax IRR (No CEIC) for 2027 are the same as

for Sponsor Equity After-Tax IRR (CEIC) and there is not a 1% decrease for most

of 2028/2029 values.!

"' The values in the table on page 81 of the slides shared in the Solar Stakeholder Meeting appear correct and reflect
the 0.5% and 1.0% decrease.
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Pages 67 and 68 of the slides shared in the Solar Stakeholder Meeting discuss assumptions
relating to post-tariff revenue. Specifically, based on page 68, there is a 40% discount for post-
tariff revenue which applies to energy as well as to REC revenues. On page 67, SEA states “SEA
is assessing if it is reasonable to assume a smaller discount for residential projects assumed to be
co-located with load, given potentially reduced policy risk of incentives meaningfully departing
from retail rates.” The Company seeks clarity on whether this statement also applies to RECs,
and the Company believes that it should.

Referring to pages 85 and 86 of the slides shared in the Solar Stakeholder Meeting, the Company
would like clarity in understanding how the installed cost summary statistics are utilized and
weighted, especially for installed costs from jurisdictions other than Rhode Island and especially
when Rhode Island installed cost is less expensive than other jurisdictions.

3) Discussion of Policy Options to Deal with Tax Credit Uncertainty

Under Option 1 “two ceiling prices” described on page 36 of the slides shared in the Solar
Stakeholder Meeting, the Company would like to better understand the incentive for

the developer to bid at the lower price. Specifically, is the extra 0.5% to 1% on IRR enough
incentive for the developer to pursue federal tax credits?

While RIE does not foresee any issues from an administration standpoint associated with the
Option 2 “ceiling price with an adjustment mechanism” described on page 37 of the slides
shared in the Solar Stakeholder Meeting, it does raise some questions and/or concerns with
respect to the RIE’s ability to ensure that the least-cost project is awarded a bid in the event the
customer PBI increase occurs after the conclusion of the Open Enrollment. From an
administrative standpoint, the Company would likely require bidders to provide two bid prices
up front (one with and one without federal tax credits).

It is important to ensure that the ceiling prices still incentivize developers to get federal tax
credits to mitigate the impact to rate payers.

The Company supports the “blended ceiling price” described on page 35 of the slides shared in
the Solar Stakeholder Meeting. With this approach, projects that qualify would have an
incentive to pursue federal tax credits and would be rewarded if successful. If they are not
successful, their ROE would be lower, but the impact would be less severe than if the ceiling
price was set at a lower rate. At the same time, projects that cannot qualify for federal tax
credits from the outset will try to reduce their costs (e.g., they will not be subject of Foreign
Entity of Concern, new financial products/structures utilizing 100% bonus depreciation)

and might still be able to compete under the blended rate.



