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December 19, 2025

Program Administrators
Massachusetts ConnectedSolutions

Re: Adverse changes affecting customer-sited C&l batteries and the need for an
adjustment to the ConnectedSolutions program

Dear Program Administrators,

We write to you today to let you know of challenges we have encountered this year in
bringing new commercial and industrial (C&l) batteries into the ConnectedSolutions
program. As you know, CPower has been participating in the ConnectedSolutions
program since its inception. We currently participate in the program with both load
curtailment and batteries. We have been unable to move forward with planned new
batteries this year due to significant cost increases caused in large part by the
imposition of new tariffs and export restrictions. These changes came about with the
change in administration at the federal level and could not have been anticipated when
the Massachusetts 2025-2027 Energy Efficiency and Decarbonization Plan (“the
Plan”) was filed with the Department of Public Utilities (“DPU”) in October 2024.

We discuss the changes in more detail below. These new and significant changes
warrant a change to the ConnectedSolutions program to ensure it can still function as

intended.

1. New Developmentsin 2025 that have increased Battery Costs

a. New restrictions on use of the 30% federal tax credit on standalone
energy storage systems

On July 4, 2025, passage of the One Big Beautiful Bill Act (OBBBA) created new
restrictions on the use of the 30% federal tax credit for standalone storage systems.
Specifically, projects sourcing more than a specified percentage of materials from
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Federal Entities of Concern (FEOC) became ineligible for this tax credit. Among these
FEOCs is China.! The net result amounts to a 30% increase in battery costs for
batteries that are not “FEOC-compliant” - i.e., a battery that can certify that the
required threshold for sourcing from a non-FEOC is met. In theory, developers could
avoid this cost increase by either purchasing domestically or from countries not
classified as FEOC. At present, however, it is difficult to find a cost-effective supplier
that is able to offer an FEOC-compliant battery. Many suppliers do not even have good
information on where the components of their batteries are from. Another reasonitis
so difficult to purchase batteries that are FEOC-compliant is that China currently
controls most of the lithium mining in the world, as well as the supply of other
important components used in the manufacture of batteries. Alternate supply chains
are developing and adapting but it will take years for these to mature. The bottom line
is that it costs a lot more to develop a battery today than it did a year ago.

b. New Import tariffs on China

In October 2024, when the Plan was filed with the DPU, the tariff rate on non-electric
vehicle batteries imported from China was 3.4%. In early 2025, this increased to
64.9%.2 As of today, the rate is 40.9% but this is expected to increase to 58.4% next
year.2? In short, tariff rates applicable to stand alone batteries have skyrocketed since
the new administration took over. This has significantly raised the cost of batteries
imported from China. Again, these tariff rates could theoretically be avoided by
purchasing batteries from other countries, but this is not a viable option today. Such
batteries are not competitively priced due to the lack of maturity of these alternate
supply chains.

c. New Export Restrictions on Rare Earth Materials

1See Latham & Watkins article entitled One Big Beautiful Bill: New Law disrupts Clean Energy Investment, July 8, 2025,
“The expanded FEOC rules deny credits to projects that are owned or controlled by certain foreign entities - or that
purchase components from or make payment to these foreign entities. Notably the list of FEOC includes all companies
owned or controlled by the Chinese government or its citizens” https://www.lw.com/en/insights/one-big-beautiful-
bill-new-law-disrupts-clean-energy-investment

2 See Acculon Energy The Tariff Tangle: China Trade & the Battery Industry in 2025, August 26, 2025
https://acculonenergy.com/the-tariff-tangle-china-trade-the-battery-industry-in-2025/
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In October 2025, China announced new export restrictions on rare earth materials
which are critical components used in the manufacture of batteries.* While “rare”
earth minerals are actually fairly abundant on earth, China has a near monopoly on
refining them for use in electronics and other types of applications, like batteries.> As
a result, these minerals cannot be sourced elsewhere at prices that are comparable to
what China had previously offered. The net effect of these export restrictions, not
surprisingly, is further stress on the supply chain for batteries and higher battery costs.

d. Unfavorable Interconnection Guideline Change

In 2025, interconnection guidelines in Massachusetts were changed in a way that
often creates higher network upgrade costs for newly interconnecting distributed
generation and battery projects. Specifically, a new standard that triggers the need for
upgrades at a lower threshold was adopted. Under this new standard, a battery project
is responsible for making upgrades if it causes a feeder to be loaded at more than 75%
of its capability.® Previously this threshold was 95%.” The net effect of this is higher
interconnection cost for batteries, because it takes less to trigger the need for an
upgrade and when an upgrade is needed it must bring the feeder back to a higher
standard.

2. CPower’s recent experience developing batteries in Massachusetts

CPower had a number of C&l batteries under development at the start of 2025. At
this time, however, we are unable to move forward with these batteries due to the
unfavorable changes discussed above.

CPower typically develops C&l batteries in coordination with partners who supply debt
or equity to the project or construct the battery. When financing partners evaluate

4 See Reuters article, “China expands rare earths restrictions, targets defense and chips users”
https://www.reuters.com/world/china/china-tightens-rare-earth-export-controls-2025-10-09/

5 See NPR article, “How China came to Rule the world of rare earth elements”, July 23, 2025
https://www.npr.org/2025/07/23/nx-s1-5475137/china-rare-earth-elements

6 See National Grid 2025 Annual Reliability Report, Sections 3.3, 3.4, and 3.15
https://systemdataportal.nationalgrid.com/MA/documents/NationalGrid 2025 Annual Reliability Report.pdf

7 See National Grid 2024 Annual Reliability Report, Section 3.3
https://systemdataportal.nationalgrid.com/MA/documents/NationalGrid - 2024 Annual Reliability Report.pdf
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whether to invest in a given project, they model ConnectedSolutions revenues only for
the term of the five year rate lock. They do not assign any credit to revenues after year
five due to the regulatory uncertainty around the duration and level of incentives in
programs like ConnectedSolutions. As a result of recent cost increases, however, a
typical C&l battery is no longer economically viable with the current five year rate lock.
The locked in revenues simply are not great enough to justify the cost of the battery.

a. Areallife example

CPower has been working with one of its construction partners on two identical
batteries in Massachusetts: one at a high school and another at a medical center. Initial
project models were developed using an estimate for installed cost based on 2024
information. In November 2025, our partner increased their estimates for both
projects by over 25%, noting that they had just sold a project of the exact same size
for slightly more than this new value and that did not even include the cost of
interconnecting.

These higher capital costs pushed both of these potential batteries into the unviable
category. They no longer made sense from an economic perspective; in other words,
an investor evaluating the batteries could no longer reasonably expect that they would
earn an acceptable rate of return.

3. A solution that would improve certainty for battery developers

The DPU approved the five year rate lock for batteries in 2020, finding that it was
appropriate to offer alonger term commitment for batteries due to the significant
upfront investment they require.® While many factors affect battery development in
Massachusetts, having certainty on the incentive rate for a defined period of time is
critical to the development of these resources. CPower and likely many other
developers would not be able to get commercial batteries built in Massachusetts
without this rate lock.

8 See Dockets D.P.U. 18-110 -18-119, p. 34 “the Department finds that, in light of the significant upfront investment
required for storage, a longer-term commitment to provide incentives is appropriate” https://ma-eeac.org/wp-
content/uploads/2019-2021-Three-Year-Energy-Efficiency-Plans-DPU-Order_01.29.19.pdf#page=46
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At this point, however, the five year rate lock is no longer sufficient to serve its
intended purpose. The reason for this is simple: costs have increased so much since
the new administration went into place in January, that a rate lock of five years is no
longer enough to make an investment viable.

This issue can be easily addressed by providing certainty on the incentive rate for
batteries for alock in period that is greater than five years. For example, the prevailing
rate could be locked in for up to 10 years. There is precedent for this in a neighboring
state program, Connecticut’s Non Residential Renewable Energy Solutions program,
which locks in rates for up to 20 years.® Another variant of this would be to extend the
five year rate lock for an additional five years but at a lower rate. The Connecticut
Energy Storage Solutions program employs this type of design. The locked in rate in
years 6 through 10 is roughly 64% of the rate in years 1-5.1° Notably, uptake in this
program has been robust; currently ~150 MW of commercial and industrial batteries
are enrolled.™

Conclusion

In summary, the five year rate lock for C&l batteries in ConnectedSolutions no longer
provides a sufficient commitment for battery developers due to the significant cost
increases that have occurred since the new administration took over in 2025. These
changes could not have been anticipated in 2024 when the Plan was filed with the
DPU. In order to ensure that progress on battery adoption does not stall, an
adjustment to the five year rate lock is necessary.

Thank you for this opportunity to provide input on the ConnectedSolutions Program.

9 See Connecticut PURA Docket #24-08-03, Year 4 Non-Residential Renewable Energy Solutions (“NRES”) Program
Manual, Sections 6.2.1, “Projects selected by the EDCs through the procurement process, and approved by PURA to
receive Tariff payments, will be eligible for compensation for energy produced and delivered to the EDC at the
Project’s approved Tariff Rate for a twenty (20) year term commencing after the Project’s In-Service Date. The
purchase commitment at the Tariff Rate will commence on the In-Service Date.”
https://www.uinet.com/documents/1678076/173628578/NRES+Year+4+Program+Manual+FINAL+01.24.2025.pdf/d9
dbfb0c-b53a-622f-9dd8-840f359708ab?t=1738351807049

10 5ee Connecticut PURA Docket #25-08-05, December 17, 2025 Decision, p. 14, incentive rates for large commercial
systems are $275/kW-year for years 1-5 and $175/kW-year for years 6-10
https://www.dpuc.state.ct.us/dockcurr.nsf/8e6fc37a54110e3e852576190052b64d/b1de90d5e52b43d185258d63005
6a8bf?0OpenDocument

11 See Energy Storage Solutions Performance Report https://energystoragect.com/ess-performance-report/
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Nancy Chafetz

Vice President, Regulatory and Government Affairs
CPower Energy Management

Baltimore, MD 21202

856-209-5606
Nancy.Chafetz@CPowerEnergy.com
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