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1867 — NELKSI21 LLC is a newly organized entity formed to invest in entities that plan to
develop, construct, own, and maintain solar photovoltaic (PV) systems and sell solar-power-
generated electricity to third-party customers and local utilities. The $11.82 million 1867 —
NELKSI21 solar tax equity fund has been issued to fund three solar PV projects in New York
and Rhode Island.

A subsidiary of 1867 — NELKSI21 will hold companies that will own the assets and operate the
projects. Following 1867 — NELKSI21’s investment, it will receive 99% ownership of the
projects and an allocation of profit and loss and IRC Section 48 Investment Tax Credits (ITC)
generated by the projects. These investments provide a federal income tax credit that is a
percentage of the eligible project cost.

1867 — NELKSI21 is a subsidiary of financial services company Nelnet Inc. The company,
headquartered in Lincoln, Neb., is a diversified financial services and technology company that
offers educational services, technology solutions, telecommunications, and asset
management services. The company also engages in renewable energy investment,
management, and development.

For the purposes of our green transaction evaluation environmental benefit analysis, we have
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considered 100% of the financed projects to be in scope. We also opine on the transaction's Beverly Gantt
governance and transparency based on the documentation the company provided. New York
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Green Transaction Evaluation

Project Description

The projects being financed by the investment into 1867 — NELKSI21 are three solar PV projects in
New York and Rhode Island. 1867 — NELKSI21 will use all the proceeds to develop, construct, own,
and maintain solar PV systems and sell solar-powered generated electricity to third-party
customers and local utilities. Each solar project has secured a contract for interconnection with
the relevant utilities and will be fully subscribed to creditworthy off-takers in its area of operation.

The projects financed by this transaction were selected before investor participation. The three
projects are in East Greenwich, R.l. and Rushford and Plattsburgh, N.Y. The projects have an
expected output of 20,414 MWh in their first year of operation. We consider 100% of the financed
projects to be in scope for our green transaction evaluation.

At this stage, S&P Global Ratings cannot provide an opinion on the resilience of the
projects/assets to extreme weather and climate change as part of this green transaction
evaluation.

Summary of environmental benefit score

Use of
Environmental Environmental Benefit Hierarchy proceeds

Location sector project type KPI(s) ranking score and tier Benefit score (mil. USD)
Rhodelsland  Greenenergy  Solar PV Carbon 30 Score: 100 82.5 4.86

intensity, Tier: 2

waste

generation,

water use
New York Greenenergy  Solar PV Carbon 20 Score: 100 80.0 6.96

intensity, Tier: 2

waste

generation,

water use

Weighted average benefit score and total use of proceeds 81.0 11.82

Note: To disaggregate the score breakdown, please refer to "Analytical Approach: Sustainable Financing Opinions," published Aug. 25, 2021.
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https://www.capitaliq.com/CIQDotNet/CreditResearch/pdf.aspx?ResearchDocumentId=49145542&isPDA=Y

Green Transaction Evaluation
Transaction Evaluation Summary

Environmental benefit

Score 81/100

The robust environmental benefit score is driven by the transaction proceeds being allocated solely to solar PV projects, which
support the displacement of electricity generated by fossil fuels and thereby facilitate communitywide decarbonization. The low

carbon intensity of Rhode Island and New York's local electric grids limits the environmental benefit score when compared global

to regions that rely more heavily on carbon-intensive sources for power generation.

Use of proceeds

Commitments score Satisfactory

The issuer commits to utilize the net proceeds of the transaction exclusively to finance eligible green assets, specifically the
named solar PV projects. The company provides a clear description of the financed eligible assets in the offering documentation.

Process for project evaluation and selection

Commitments score m

The issuer clearly communicates the process for determining which solar projects are financed under the transaction, including
eligibility criteria. Additionally, the issuer provides information on how it identifies and manages social and environmental risks
associated with the eligible projects.

Management of proceeds

Cash management covenants outlined in the transaction documentation, as well as a specialized holding company with 100%
ownership of the project companies, prevent leakage of funds and potential contamination of proceeds. In addition, all proceeds
had been allocated and expended on projects that were selected before investor involvement in the transaction.

Reporting

Disclosure score

The issuer commits to quarterly and annual allocation reporting and to providing quarterly and annual production reports of the
individual solar PV systems. Independent, third-party engineer reports are also made available to investors providing additional
details, including each project's technical specifications and the methodology for calculating expected annual production levels.
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Green Transaction Evaluation

Transaction Evaluation Assessment

Environmental benefit

The environmental benefit score provides a relative ranking of the environmental benefits of projects financed by a given financial
transaction. The score is a weighted average of the project’s benefit ranking based on project type and location, and the project’s
placement within our environmental contribution hierarchy.

Score 81/100

The environmental benefit score of 81 is supported by the proceeds of the transaction being
strictly allocated to solar PV projects. In our evaluation, green energy projects, including solar
power, are considered long-term green solutions and therefore at the highest level of our carbon
hierarchy. We expect the renewable electricity generated by the solar PV projects will have
significant positive environmental impacts through avoided greenhouse gas emissions.

Our assessment considers the net environmental impact of each technology relative to Rhode
Island and New York's local energy grids. The relatively low carbon intensity of regional grids in the
northeast compared to other regions limits the benefit ranking in a global context.

Use of proceeds

Our commitment opinion focuses on the commitments and clarity on how the proceeds are used. We provide an opinion on the
level of commitment made in the documentation as limited, satisfactory, strong, or advanced.

Commitments score Satisfactory

We consider the issuer’s overall use-of-proceeds commitments to be satisfactory, and in line with
standard market practice for sustainable finance transactions.

The company provides a clear description of the eligible assets in the financing and operating
documents. As a result of the tax equity financing structure and Nelnet Inc.’s role as the primary
investor, all of the transaction proceeds will be used exclusively to fund eligible solar PV projects.
Although not explicitly stated in the transaction documentation, we believe all of the financed
projects contribute to climate change mitigation.

Process for project selection and evaluation

Our commitment opinion focuses on the commitments and clarity on the process used to evaluate and select eligible projects to
fund with the proceeds of the sustainable finance. We provide an opinion on the level of commitment made in the documentation
as limited, satisfactory, strong, or advanced.

Commitments score

We consider the issuer’s overall process for project evaluation and selection commitments to be
strong compared to standard market practice for sustainable finance transactions.

The issuer identifies the process and relevant decision-makers for determining which assets the
transaction will finance. The company manager, as defined in the transaction documents, has full
and complete authority to manage the assets and is tasked with following the investment criteria
in its selection of holdings and solar projects. All of the projects must qualify for the IRC Section
48 solar tax credit and meet additional guidelines, as outlined in the investment criteria disclosed
to all potential investors.

The issuer also provides information to potential investors on how it identifies and manages
perceived environmental and social risks, as disclosed in independent engineer reports provided
to investors. Potential environmental risks are assessed using a Phase | Environmental Site
Assessment conducted before investor participation. Additionally, the company’s investment
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Green Transaction Evaluation

criteria specify that projects must receive all applicable third-party reports, including
environmental consultant reports.

Management of proceeds

Our opinion focuses on how clear in the documentation is the issuer’s commitment to ensure that the funds raised will continue to
be dedicated to eligible sustainability projects throughout the life of the sustainable finance funding.

The issuer is a newly organized limited purpose entity formed by Nelnet Inc. for the sole purpose of
holding the projects. Given the nature of this transaction, and since the allocation of proceeds was
completed before investor participation, all proceeds are automatically allocated to the assets at
transaction close, so there is no temporary allocation of proceeds. We believe that these practices
help prevent misallocation of proceeds.

Reporting

Our opinion focuses on how clearly the financing documentation describes the issuer’s level of disclosure and reporting practices.
We provide an opinion on the level of commitment made in the documentation as limited, satisfactory, strong, or advanced.

Disclosure score m

We consider the issuer’s overall reporting practices to be strong compared to standard market
practice for sustainable finance transactions.

The selection of projects to be financed and the allocation of proceeds was complete before
investor participation. The issuer commits to reporting on the allocation of proceeds at least
annually. The issuer also commits to provide third-party audited financial statements at the
holding company level annually. If a selected project is no longer considered eligible, the company
clarified to us directly that the manager will contact the participating investors before substituting
another eligible project.

The issuer also commits to providing quarterly and annual production reports to investors. The
issuer provided investors with third-party independent engineer reports that disclosed the
technical details of each project's solar PV components for each project, as well as the
methodology and assumptions used to calculate estimated production. Additionally, the company
provides annual environmental impact reports and quarterly and annual production reports of
each financed project, which we view as a strong practice. However, the company does not commit
to report on advanced impact metrics.

spglobal.com/ratings This product is not a credit rating March 21, 2022 5



Green Transaction Evaluation

Carbon Contribution Hierarchy

Tier 2: Systematic decarbonization

Tier 3: Significant decarbonization of key sectors through low-
carbon solutions

Tier 4: Decarbonization by alleviating emissions in intensive
industries

Tier 8: Decarbonization technologies with significant
environmental hazards

Tier 9: Improvement of fossil fuel-based activities’
environmental efficiency and impact

spglobal.com/ratings

This product is not a credit rating

Project

Green energy: Wind power

Green energy: Solar power

Green energy: Small hydro

Green energy: Large hydro (excluding tropical areas)
Energy efficiency: Energy management and control

Green transport without fossil fuel combustion
Green buildings - new build

Energy efficient projects (industrial efficiencies and energy star
products)

Green transport with fossil fuel combustion
Green buildings refurbishment

Nuclear power
Green energy: Large hydro in tropical areas

Fossil fuel power plants: Coal to natural gas
Fossil fuel power plants: Cleaner fuel production
Fossil fuel power plants: Cleaner use of coal
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Green Transaction Evaluation

Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P) receives compensation for the provision of the Sustainable
Financing Opinions product (Product). S&P may also receive compensation for rating the transactions covered by the Product or for
rating the issuer of the transactions covered by the Product. The purchaser of the Product may be the issuer.

The Product is not a credit rating, and does not consider credit quality or factor into our credit ratings. The Product does not consider,
state or imply the likelihood of completion of any projects covered by a given financing, or the completion of a proposed financing. The
Product encompasses Second Party Opinions and Transaction Evaluations. Second Party Opinions consider features of a financing
transaction and/or financing framework and provide an opinion regarding alignment with certain third-party published sustainable
finance principles and guidelines (“Principles”). For a list of the Principles addressed by our Second Party Opinions, see the Analytical
Approach and Analytical Supplement, available at www.spglobal.com.Transaction Evaluations provide an opinion which reflects our
assessment of the potential relative environmental benefit of the funded or resilience projects. The Product is a statement of opinion
and is neither a verification nor a certification. The Product is a point in time evaluation reflecting the information provided to us at the
time that the Product was created and published, and is not surveilled. The Product is not a research report and is not intended as
such.

S&P's credit ratings, opinions, analyses, rating acknowledgment decisions, any views reflected in the Product and the output of the
Product are not investment advice, recommendations regarding credit decisions, recommendations to purchase, hold, or sell any
securities or to make any investment decisions, an offer to buy or sell or the solicitation of an offer to buy or sell any security,
endorsements of the suitability of any security, endorsements of the accuracy of any data or conclusions provided in the Product, or
independent verification of any information relied upon in the credit rating process. The Product and any associated presentations do
not take into account any user’s financial objectives, financial situation, needs or means, and should not be relied upon by users for
making any investment decisions. The output of the Product is not a substitute for a user’s independent judgment and expertise. The
output of the Product is not professional financial, tax or legal advice, and users should obtain independent, professional advice as it
is determined necessary by users.

While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of
due diligence or independent verification of any information it receives.

S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do
not guarantee the accuracy, completeness, timeliness or availability of the Product. S&P Parties are not responsible for any errors or
omissions (negligent or otherwise), regardless of the cause, for reliance of use of information in the Product, or for the security or
maintenance of any information transmitted via the Internet, or for the accuracy of the information in the Product. The Product is
provided on an “AS IS” basis. S&P PARTIES MAKE NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, INCLUDED BUT NOT
LIMITED TO, THE ACCURACY, RESULTS, TIMLINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR
PURPOSE WITH RESPECT TO THE PRODUCT, OR FOR THE SECURITY OF THE WEBSITE FROM WHICH THE PRODUCT IS ACCESSED. S&P
Parties have no responsibility to maintain or update the Product or to supply any corrections, updates or releases in connection
therewith. S&P Parties have no liability for the accuracy, timeliness, reliability, performance, continued availability, completeness or
delays, omissions, or interruptions in the delivery of the Product.

To the extent permitted by law, in no event shall the S&P Parties be liable to any party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost
income or lost profits and opportunity costs or losses caused by negligence, loss of data, cost of substitute materials, cost of capital,
or claims of any third party) in connection with any use of the Product even if advised of the possibility of such damages.

S&P maintains a separation between commercial and analytic activities. S&P keeps certain activities of its business units separate
from each other in order to preserve the independence and objectivity of their respective activities. As a result, certain business units
of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to
maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

For PRC only: Any “Sustainable Financing Opinions” or “assessment” assigned by S&P Global Ratings: (a) does not constitute a credit
rating, rating, sustainable financing framework verification, certification or evaluation as required under any relevant PRC laws or
regulations, and (b) is notintended for use within the PRC for any purpose which is not permitted under relevant PRC laws or
regulations. For the purpose of this section, “PRC” refers to the mainland of the People’s Republic of China, excluding Hong Kong,
Macau and Taiwan.
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