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While the proposed rules maintain the 100% risk weighting for community development
investments, they would remove the non-significant equity threshold test. As a result, it would
quadruple the capital requirements for all non-community development tax equity investments
regardless of the level of exposure relative to the bank’s capital. This effectively increases the
risk weighting for clean energy tax equity, from 100% risk weighting to 400% risk weighting.
The proposed rule would apply the same risk weighting to tax equity as it would for private
equity despite the former being less risky.

Clean energy tax equity investments have a similar risk profile to community development
investments and, like community development investments, receive comparable support from the
federal government. Tax equity has loan-like characteristics that allow project sponsors and
banks to take advantage of federal tax incentives for clean energy projects. Therefore, we believe
that they should have proportional risk weightings to other tax credit investments that qualify as
community development investments.

The Inflation Reduction Act (IRA) is predominantly a tax incentive bill that extended and
expanded federal tax incentives to decarbonize the U.S. economy, including technology such as
clean energy manufacturing. And while the IRA facilitated new tax credit monetization options
through transferable tax credits and direct pay for eligible taxpayers, there remains a critical role
for tax equity to finance projects that typically have high up-front capital costs. Energy finance
experts believe that the current $20 billion annual market for tax equity must increase to more
than $50 billion to meet the goals of the IRA and fulfill the demand created by the new
incentives. *

As written, the proposed rule would make it prohibitively expensive for banks to extend tax
equity financing for clean energy project development, which would slow deployment of clean
energy generation and manufacturing. Leading tax equity providers anticipate that annual tax
equity investments in the clean energy sector could shrink by up to 90%, and many banks could
exit the renewable tax equity market entirely.” More urgently, we are aware of this draft rule
already causing tax equity providers to pause new clean energy investments pending the outcome
of the regulatory rule making.

Given this, we urge the Agencies to carefully review the changes to capital requirements for non-
community development tax equity investments in the proposal and consider alternatives that
more accurately reflect the risk profiles of these investments. Additionally, we urge the Agencies
to acknowledge the current chilling effect that this proposal is having on tax equity financing and

® An equity exposure that qualifies as a community development investment under section 24 (Eleventh) of the
National Bank Act.
4 "Expectations for Renewable Energy Finance in 2023-2026."

2026.pdf.
® "Tax equity is not traditional private equity investment, but a unique." 22 Aug. 2023, https://acore.org/wp-

content/uploads/2023/08/ACORE-I etter-on-the-Impact-of-Proposed-Bank-Regulatory-Capital-Requirements-on-
Tax-Equity-Investment-in-Clean-Energy.pdf.
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	Dear Chairman Powell, Chairman Gruenberg, and Acting Comptroller Hsu:



