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H.R. 1, the “One Big Beautiful Bill Act” signed into law by President Trump on July 4, 2025, marks
a dramatic shiftin U.S. energy policy with accelerated phaseout of the wind and solar tax credits
established under the Inflation Reduction Act of 2022. The rollback of long-term incentives is
expected to significantly slow the pace and scale of renewable energy development and increase
uncertainty for investors and developers at a time of rising electricity demand and mounting grid
challenges. The sweeping changes under H.R. 1 will have wide-ranging effects across the U.S.
economy, particularly in the energy sector, compelling many developers, investors and asset
owners to reassess their strategies and investment plans.

Initial Market Reactionsto H.R. 1

On July 4, 2025, President Trump enacted into law House Resolution 1 (“H.R. 1”
or the “Act”), a bill designed to extend expiring provisions of the 2017 Tax Cuts
and Jobs Act while reducing major tenets of the Inflation Reduction Act (“IRA”).
H.R. I’s initial passage in the House on May 22 (215-214-1)2 and narrow passage
in the Senate on July 1 (51-50, with the Vice President breaking the tie)3 sent
shockwaves through the U.S. energy industry.

The U.S. stock market has reacted swiftly to the bill’s legislative progress. Days
before the bill’s Senate passage, draft text was released detailing an excise

tax on wind and solar projects with Chinese-manufactured components.* This
provision caused clean energy stocks to tumble.> However, the Senate’s final bill
text released on July 1 did not include the excise tax language, and clean energy
stocks rebounded.t To a large degree, private investment has slowed across the
renewables sector due to tariff and policy uncertainty,” and is at risk for further
decline due to the enactment of H.R. 1.8
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One Big Beautiful Bill Act: Energy Provisions

The Act represents a “sea change” from the energy-related provisions in the IRA.? Solar and wind facilities qualifying for the
Investment Tax Credit (“ITC”) and Production Tax Credit (“PTC”) (§ 48E and § 45Y) must either begin construction before July
4,2026 to achieve safe harbor status, or be placed in service by December 31, 2027.2° The Act retains tax credit transferability,

the mechanism that allows companies to sell tax credits to an unrelated taxpayer for cash.!* The Act restricts tax credit
eligibility for Foreign Entities of Concern (“FEOC”)*2 under a “material assistance” cost ratio threshold for Sections 45Y, 48E
and 45X (total costs minus total costs attributable to an FEOC, divided by total costs),” unless they start construction by
December 31, 2025.%

Table 1 — Energy Tax Credits Qualification: IRA (2022) vs. H.R. 1 (2025)*>:1

Credits

Inflation Reduction Act:

Enacted August 16, 2022

One Big Beautiful Bill Act:
Enacted July 4, 2025

§48E and §
45Y - Solar and
Wind

§ 48E and § 45Y
- Geothermal,
Nuclear, and

The credits were technology-neutral and were originally set
to phase down for facilities based on start of construction
per the following schedule:

100% qualification before 2034
75% qualification in 2034
— 50% qualification in 2035

0% qualification in 2036 and beyond

Projects are eligible for the tax credit through the following avenues:

— Wind and solar projects placed in service before December 31,
2027 are eligible for the full tax credits; or

— Wind and solar projects that begin construction within 12
months of enactment are eligible for the full tax credits.

Taxpayers who begin construction on 45Y-qualified facilities after
December 31, 2025 are not permitted to receive material assistance
from a Prohibited Foreign Entity.

Projects are eligible for the tax credit based on start of construction
rather than placed in service date. A developer can qualify for current
credits on the same timeline as the original IRA.

Taxpayers who begin construction on 45Y-qualified facilities after
December 31, 2025, are not permitted to receive material assistance

Ry SR from a Prohibited Foreign Entity.
§45V - Clean Projects are eligible for the tax credit if they begin Projects are eligible for the tax credit if they begin construction by
Hydrogen construction by December 31, 2032. The tax credit applies December 31, 2027. The tax credit applies for 10 years, starting when
PrecluEhien for 10 years, starting when the facility is placed in service. the facility is placed in service.
The deadline for wind component § 45X tax credit eligibility is
December 31, 2027.
Trsdcljsg(ljt;rdegil?jngel??IEZ ?c?[t[;sv?nha:é}hde(:jvxre?ased on date The deadline for metallurgical coal § 45X tax credit eligibility is
§ 45X - P P g : December 31, 2029.
— 0, ifi i
Advanced 100% qualification before 2030 Non-wind components are eligible for the full tax credit if produced
Manufacturing — 75% qualification in 2030 and sold by December 31, 2030, phasing down to 75% in 2031, 50% in
X o T 2032, 25% in 2033 and 0% beyond 2033.
Production — 50% qualification in 2031
T Components manufactured with material assistance from a
H — 0,
Credit 25% qualification in 2032 prohibited foreign entity after December 31, 2025 are ineligible for
— 0% qualification in 2033 and beyond § 45X tax credits. Specified Foreign Entities or Foreign-Influenced
Entities are no longer eligible for §45X tax credits in tax years
beginning after enactment.
§48D -
Advanced An advanced manufacturing facility must begin
Manufacturing  construction by December 31,2026 to be eligible fora25%  The tax credit was raised from 25% to 35%.
e tax credit.
Credit
S50 projects are bl forthe o reiifheybegn - NECITEE I he redtphasout e bt et o
Carbon Oxide construction by December 31, 2032. The tax credit applies e )P 8

Sequestration

for 12 years, starting when the facility is placed in service.

claim the credit, and after two years post-enactment, foreign-
influenced entities cannot claim the credit.
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Implications of the Act

The Act accelerates the phase-out of key federal tax credits,
including the technology-neutral Clean Electricity PTC

(§ 45Y) and the ITC (8§ 48E).*” We conservatively estimate
that more than 320 proposed wind and solar projects

with a total capacity of over 100 GW*® would no longer be
economically viable, making it significantly harder, if not
impossible, to attract capital and meet key development
milestones.

Per an Executive Order issued by President Trump on

July 7,2025, the U.S. Secretary of the Treasury will strictly
enforce the deadline to begin construction within 12
months post-enactment and foreign entity restrictions for
wind and solar facilities under the Act. The U.S. Secretary
of the Interior must also review and revise regulations to
eliminate preferential treatment for wind and solar facilities
compared to dispatchable energy sources.* Developers
must ensure strict adherence to the Act’s deadlines by
securing the necessary permits in advance.

Figure 1 — ERCOT and PJM Load Forecasts®
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Domino Effects on the U.S. Grid

The Act threatens to derail critical infrastructure
deployment at a time when the U.S. power grid faces
elevated capacity and energy risks. Despite surging
electricity demand from artificial intelligence (“Al”) data
centers and the onshoring of advanced manufacturing,
development of new generation resources faces regulatory
and policy headwinds. Amidst capacity shortfalls, grid
operators in ERCOT and PJM project record-setting

load growth of 53 GW and 37 GW (63% and 25% of 2023
observed peak load, respectively) through 2030.% Such
expected load growth in ERCOT and PJM highlights the
urgent need to accelerate generation capacity expansion to
support economic activity.

The Act’s accelerated phaseout of tax credit eligibility could
strand wind and solar investments under development.

We estimate that over 100 GW of planned utility-scale

solar and wind projects could be jeopardized by the
accelerated phase-out of ITCs and PTCs, recognizing that
historically, less than 20% of the power projects requesting
interconnection reached commercial operations.

PJM Load Growth
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Table 2 — Potentially Impacted New Solar and Wind Capacity??

Planned Commercial Online Year

Nameplate Capacity

(GW) in Queue 2026-2029
Solar 402

Wind 136

2030-2034
32 434
43 179

Total

Potentially Impacted Capacity (GW),

FTI Consulting Estimate o4

Percentage of Solar and Wind
Queue Capacity Impacted (%),
FTI Consulting Estimate

11%

The removal of planned projects from the development
pipeline at a time when reserve margins are shrinking, and
capacity shortfalls loom may undermine the grid’s ability
to support the U.S.” Al and manufacturing ambitions. The
resulting supply constraints are likely to drive up wholesale
power prices, placing additional strain on utilities as

they aim to balance rapid load growth with maintaining
reliability and customer affordability as they face higher
power prices. As the supply of new Renewable Energy
Certificates (“RECs”) becomes increasingly limited, and
demand remains stable or continues to grow, REC prices
are expected to climb. This upward pressure on prices will
be especially pronounced in regions with high clean energy
targets or stringent compliance requirements.

The passage of H.R. 1 could be deemed a force majeure
event under existing offtake agreements, allowing utilities
to default on contracts for projects rendered economically
unviable. Utilities will need to seek alternatives less affected
by H.R. 1 to bridge capacity shortfalls. Without coordinated
policy and regulatory support, however, the risk remains
high that the U.S. power grid will not be able to support the
next wave of technological and industrial expansion.

49 103

43% 17%

Dim Outlook for Solar

The Act establishes a major rollback of solar sector tax
incentives with implications for both residential and
utility-scale solar. Under the Act, the clean electricity
production and investment tax credits (§ 45Y and § 48E)
would phase out based on a “placed in service” date
(after December 31, 2027), unless the projects begin
construction within 12 months of the Act’s enactment.??
The Act also eliminates the residential solar ITC (§ 25D)
after December 31, 2025, targeting rooftop solar directly
and undermining one of the sector’s core economic
drivers.

These provisions disrupt the solar value chain at multiple
levels. The proposed changes would significantly erode
customer economics in residential solar, likely causing

a sharp drop in demand, especially in regions where
policy or rate reforms such as net metering changes have
already weakened solar economics. This decline would
ripple through installer networks, financing platforms
and third-party sales channels. At the same time,
commercial and utility-scale developers would face a
compressed timeline for permitting, interconnection and
equipment procurement. Delaying construction beyond
July 2026 would mean the loss of full tax credit eligibility.
In addition, the proposed FEOC restrictions on material
assistance introduce supply chain uncertainty. Together,
these changes threaten to reduce investment and slow
deployment.
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Turbulence in the Wind Sector

The Act would significantly disrupt the wind energy

sector by phasing out the § 45Y and § 48E credits on an
accelerated timeline.? Given the complexity of wind
project development, including environmental permitting,
transmission interconnection and turbine procurement,
this compressed window creates substantial risk that large
portions of the planned project pipeline will not meet
eligibility deadlines.

The policy shift introduces added uncertainty for onshore
developers navigating interconnection queues and land-use
challenges. Offshore wind developers, already grappling
with cost inflation, supply chain bottlenecks and federal
permitting delays, face even greater exposure. Many
offshore projects have multiyear lead times and depend
heavily on long-term revenue visibility. The loss of tax credit
support could further impair project viability and financing,
particularly for those without firm contracts or that are

still in early-stage development. Against this backdrop,

the proposed changes would likely dampen investment
appetite across the wind sector and threaten momentum at
a time when deployment targets already appear at risk.

An Uncertain Future for Hydrogen

The Clean Hydrogen Production Tax Credit (§45V), which
offers up to $3 per kilogram for eligible green hydrogen
projects, is now subject to a significantly accelerated phase-
out. Under the new law, only projects that commence
construction before December 31, 2027, will remain eligible
for the credit.? This marks a substantial contraction from
the original IRA deadline of January 1, 2033, reducing the
eligibility window by five years.
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This abrupt policy shift reduces a foundational incentive for
clean hydrogen development, fundamentally undermining
the economic viability of projects that depend on §45V
support. As a result, many industry participants are
expected to cancel, postpone or substantially scale back
investments in new green hydrogen facilities, setting back
the momentum of the U.S. clean hydrogen sector.

Absent from the Act is a previously considered $10 million
fee for expedited permitting for hydrogen and carbon
dioxide pipeline developers, a provision that could have
accelerated essential hydrogen infrastructure.?” Instead,
only natural gas pipelines retain a similar fast-track process,
leaving hydrogen and CO, projects to navigate slower,
traditional permitting.

While § 45Q benefits are available for projects pairing
hydrogen production with carbon capture,?® standalone
electrolyzer facilities and renewable-powered hydrogen
must start construction before 2027 to qualify for § 45V.
Hydrogen projects that can leverage § 45Q may gain a
competitive advantage, accelerating a market shift away
from electrolytic hydrogen.

The hydrogen sector also faces uncertainty amid
inconsistent federal policies. Over half of the U.S.
Department of Energy’s (“DOE”) seven designated
“Hydrogen Hubs,” regional hydrogen production networks
established under the 2021 Bipartisan Infrastructure
Law, now face potential funding cuts.?® DOE Secretary
Wright indicated that the department aims to make final
investment decisions on multiple hydrogen projects
currently under review by September 2025;* however,
investors may hesitate amid the U.S. hydrogen market’s
shifting policy landscape.



H.R.1AND THE ENERGY TRANSITION: IMPLICATIONS FOR DEVELOPERS, INVESTORS AND UTILITIES

Conclusion

The enactment of H.R. 1 could significantly slow the current pace of the U.S. energy
transition and undermine the renewable energy investment and development
landscape. The scale of tax credit eliminations is considerable and poses a serious
challenge for companies reliant on tax credits to support economic viability. H.R.
1sends a warning to all stakeholders in the energy transition ecosystem regarding
legislative volatility.

For firms committed to multi-year projects, the Act would force a reassessment

of profitability and operational strategies, as reduced incentives make it harder

to justify continued investment in emerging technologies. Investors, faced

with increased risk and diminished returns, would likely scale back new capital
commitments. Utilities seeking to diversify and decarbonize their power generation
fleet would face a lengthy process to shift capital projects toward more traditional
delivery channels.

Equally concerning to energy transition stakeholders is the prospect that the

Act may signal the start of a broader shift in federal energy policy. The current
administration has multiple policy levers, such as permitting reforms, restrictions on
entity ownership and operational guidelines that could further impact the pace of the
energy transition.

The President’s Executive Order issued on July 7th signals tightened regulations on
the renewables and non-dispatchable energy sectors. While we will have to review
forthcoming guidance from the U.S. Treasury, it’s unlikely that any changes to the safe
harbor provisions would be retroactively applied, but the onus will be on the taxpayer
to ensure compliance with the law. For now, the Act offers stakeholders in the energy
transition sector both the relative certainty and a path forward needed to make final
investment decisions on near- and medium-term projects.
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How FTI Consulting Can Help

FTI Consulting - Power, Renewables & Energy Transition (PRET) Practice

FTI Consulting’s PRET practice offers a team of highly experienced economists, industry specialists, former utility
executives, regulators and accountants to serve the regulatory and strategic needs of our power and utility clients. Whether
they be incumbent investor-owned utilities, municipalities, cooperatives, private developers or regulators, we provide our
clients with holistic and actionable strategies, pertinent analysis and approaches to compete across the energy value chain.

I Our Services Include:

— Financial and Operational Strategy and Business  — Regulated and Unregulated Asset M&A
Transformation

— Power Market Price Forecasts

— Financial Advisory and Capital Markets Services — Policy Evaluation

— Restructuring and Bankruptcy — Dispute and Expert Witness

— Utility Rate Case Advisory and Rate Design — Safety and Reliability Compliance

— Management Auditing and Capital Project

— Financial and Operational Compliance

Planning I

FTI Consulting — Strategic Communications, Energy and Natural Resources Practice

FTI Consulting boasts the largest dedicated Energy a Natural Resources practice in the world. FTI Consulting is regularly
called upon by large firms involved in nearly all aspects of the energy industry to develop and execute strategies around the
most complex, high-stakes communications challenges imaginable. Our team includes former industry journalists, buy and
sell-side analysts, corporate investor relations and public, government and media affairs managers, and senior policy and
communications professionals from relevant government agencies in Washington, Brussels, London and beyond.

The Public Affairs team helps clients manage and mitigate political risk. The escalating tension between governments,
civil society organizations and multinational institutions has significant implications for publicly traded and privately held
companies. Current crises have intensified government scrutiny in an already heavily politicized environment, altering
competition and anti-trust regulatory frameworks and requiring businesses to demonstrate strong governance and
contribute to environmental and societal goals. From increased market pressure to tech disruption and public scrutiny,
challenges that can hinder growth abound. With 500+ experts in every major financial and political market, our practice
helps management teams, boards of directors and their legal, financial and public affairs advisors navigate the demands
of this ever-changing political landscape. The world’s biggest names in the energy sector rely on the deep subject matter-
expertise and sprawling network of third-party relationships that our global team brings to the table.
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