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Methodology & Key Assumptions

The recent passing of H.R.5376, the Inflation Reduction Act (“IRA”), has extended the Investment Tax Credit (“ITC”) for solar as well as 
reinstated the Production Tax Credit (“PTC”) for solar through at least some time in the early 2030s. This has led many developers and 
investors to ask which credit is the better choice for their project. They are also asking whether tax equity (“Tax Equity” or “TE”) is still 
needed as a capital source to efficiently monetize a project’s tax credits. The new legislation now offers developers and investors an 
option to partake in a transfer for credits (“Transfer”). CohnReznick Capital (“CRC”) analyzed these two different aspects of the new 
legislation to help guide participants who are exploring their options on tax credit monetization.

Methodology:
• For both analyses, it is assumed that project net cash flow, along with any tax credit monetization option, will support the project’s 

build cost. Thus, cash flow is not a critical element for determining which credit monetization option to elect. 
• For comparing TE options for Solar PTC vs. ITC, the analysis evaluates a project’s total cost ($/Wdc) against net capacity factor 

(NCF %) to demonstrate how a production-based incentive like the PTC compares to a cost-based incentive like the ITC.
• For comparing Tax Equity ITC vs. Transfer ITC, transaction fees were scaled to reflect the complexity that follows as a project’s size 

increases. However, Transfer is assumed to have significantly lower fees than Tax Equity.
• While it’s also a feasible option, Transfer PTC wasn’t analyzed due to the lower probability of its use.

Key Assumptions:
• Tax credit monetization value equals the net present value at 7% of the investor’s tax credit and depreciation benefits, less

developer’s taxable gain on Fair Market Value (FMV) step up, less transaction fees.
• Tax Equity investors are assumed to receive 99% of the tax credits and losses (up to the Investor’s Capital Account).
• Transfer investors are assumed to receive 100% of the tax credits and none of the depreciation.
• For Tax Equity, 12-yr straight-line depreciation was used to manage TE’s deficit restoration obligation (DRO). 
• For the Tax Equity PTC, no step up in value is assumed in order to manage TE’s DRO. 
• For Tax Equity ITC, a 20% step up in value is assumed.
• For Transfer ITC, no FMV step up in value is assumed in the case presented.
• Tax Equity transaction fees scale from $225k at 1.35 MWdc to $4M at 675 MWdc. Transfer transaction fees scale from $75k at 1.35 

MWdc to $1M at 675 MWdc.
• Build cost was fixed at $1.50/W for evaluating the impact of the project’s size for Tax Equity vs. Transfer.
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Key Analysis Points and Other Considerations Solar PTC vs. ITC Comparison Chart

Net Capacity Factor

15.0% 20.0% 25.0% 30.0% 35.0% 40.0%

C
o

st
 (

$
/W

d
c)

$1.00 

$1.10 

$1.20 

$1.30 

$1.40 

$1.50 

$1.60 

$1.70 

$1.80 

$1.90 

$2.00 

Solar PTC vs. ITC Breakeven Line

Solar PTC vs. ITC Tax Equity (Gain on Sale)
NCF and Build Cost are key determinants for choosing between PTC and ITC. The PTC may result in larger 
credit value for projects with higher production output relative to build cost. 

◄More likely to elect ITC More likely to elect PTC ►

• Solar projects with an NCF greater than 25% and build cost 
less than $1.50/Wdc may benefit from choosing the PTC 
over ITC Tax Equity.

• Projects close to the break-even line should conduct 
detailed modeling to determine which credit provides the 
more optimal results. 

• Project-specific details may drive stakeholders to elect 
different credit options for similar projects.

• The ITC is determined upfront and may give investors 
comfort for tax planning and exit timing.

• The PTC Tax Equity structure may result in more efficient 
depreciation monetization (~2x) from a larger TE starting 
capital account and no basis reduction.

• Tax Equity investors may prefer the economic and 
accounting profile of one credit option over the other.

• PTC Tax Equity invests in a single stage with their 
investment coming only after a project’s full completion, 
while ITC Tax Equity is often funded in two installments.

• Gain on sale assumes a tax liability from the developer 
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Sources: CohnReznick Capital data based on proprietary data and internal models. August 2022
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Key Analysis Points and Other Considerations Solar PTC vs. ITC Comparison Chart
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Solar PTC vs. ITC Tax Equity (No Gain on Sale)
With no gain on sale, developer has other activities that offset gain on sale from a tax liability perspective. 
This results in the ITC becoming more attractive than with a gain on sale.

◄More likely to elect ITC More likely to elect PTC ►

• Solar projects with an NCF greater than 30% and build cost 
less than $1.35/Wdc may benefit from choosing the PTC 
over ITC Tax Equity.

• Projects close to the break-even line should conduct 
detailed modeling to determine which credit provides the 
more optimal results. 

• Project-specific details may drive stakeholders to elect 
different credit options for similar projects.

• The ITC is determined upfront and may give investors 
comfort for tax planning and exit timing.

• The PTC Tax Equity structure may result in more efficient 
depreciation monetization (~2x) from a larger TE starting 
capital account and no basis reduction.

• Tax Equity investors may prefer the economic and 
accounting profile of one credit option over the other.

• PTC Tax Equity invests in a single stage with their 
investment coming only after a project’s full completion, 
while ITC Tax Equity is often funded in two installments.
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Key Analysis Points and Other Considerations Solar Tax Equity vs. Transfer Comparison Chart

• For small-scale projects (< 7 MWdc), Transfer ITC may result 
in greater tax credit monetization.

• As Transfer Rate increases, the relative value against the Tax 
Equity alternative may increase.

• For large-scale projects, incremental depreciation value may 
offset and surpass the incremental cost of transaction fees. 
Tax Equity value may then surpass Transfer value.

• Projects close to the break-even line should conduct 
detailed modeling to determine which credit provides the 
more optimal results. 

• Project-specific details may drive stakeholders to elect 
different credit options for similar projects.

• For Transfer ITC, no FMV step up in value is assumed in the 
case presented.

• If developers can achieve a step up in FMV in the transfer 
scenario, the economics become slightly more attractive 
than currently depicted. 

Solar Tax Equity vs. Transfer Breakeven Line

Solar ITC Tax Equity vs. Transfer without FMV Step Up
Project capacity and market rate for ITC transfer of credits are the key factors between Tax Equity and 
Transfer.
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About CohnReznick Capital
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Renewable Energy: 250 Transactions, $37.3Bn in Value 
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WESTPORT

EXPERIENCE 10+ years

125+ renewable 
energy project 
finance, asset sale, 
and M&A 
transactions

16+ years 

80+ renewable 
energy project 
finance and M&A 
transactions

15+ years

$4bn+ raised for 
utility-scale and 
distributed 
generation solar 
assets

15+ years

5GW of renewable 
energy projects for 
solar, onshore wind, 
and offshore wind

15+ years

55+ transactions of 
more than $11bn 
and 9GW capacity 

40 years

150+ transactions 
including M&A, 
private placements, 
and corporate 
recovery

10+ years 

Over $3bn raised 
across 10GW+ of 
renewable energy 
projects

10+ years

20+ renewable 
energy project 
finance and M&A 
transactions

EXPERTISE Corporate capital 
raising, structuring, 
M&A, and financing 
of tax equity and 
debt investments for 
wind, residential, 
commercial, and 
residential solar, 
biomass and CSP

Platform and project 
level buy-side and 
sell-side M&A

Utility scale wind 
and solar; DG solar 
and combined 
energy solutions; 
residential  solar

Utility scale solar 
and wind, and 
distributed 
generation solar 
M&A transactions

Private placements 
and debt

Equity investments 
and structured 
finance for utility 
scale and C&I wind 
and solar projects 
and distributed 
generation

Buy-side advisory 
and full-stack capital 
raising

Complex modeling 
and structuring 

Operating, 
restructuring, and 
bankruptcy advising, 
loan workout

Corporate and asset 
M&A renewable 
energy platforms 
and projects

Tax equity 
structuring, 
placement and 
execution for ITC 
and PTC deals

Buy-side and sell-
side M&A, Multi-tier 
partnership 
structures

Carbon capture 
initiatives and 
Section 45Q industry 
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Renewables Expertise M&A Advisory Capital Raising Special Situations

$5.9B
Debt    

Financing

$10.2B
Tax 

Equity

65
Transactions 

Completed

89.4 GW
Total                              
M&A

71.8GW
Solar

Transactions

27.6GW
Wind

Transactions

Michael 
Tatarsky

Michael 
Yurkerwich

Nick       
Knapp
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CRC Competitive Advantage

Highly Experienced 

Industry Professionals

• Led by industry professionals with over 130 years of combined experience.

• Deep industry expertise, including prior experience at Bank of America Merrill Lynch, Citi, Credit Suisse, GE

Energy Financial Services, Lazard, Lehman Brothers, Deutsche Bank and Raymond James.

• Track record of providing advisory services across the renewable energy sector, including platform capital raising

and M&A, project finance, tax equity, project / portfolio M&A, and restructuring.

Relevant Transaction 

Experience

• Directly relevant track record in successfully closing 10+ development platform transactions, including 6 solar

platform transactions in 2021.

• Recent experience closing platform transactions providing valuable real-time market knowledge.

• Extensive industry expertise allows CRC to evaluate and address the structuring, tax, and market implications of

any transaction in the solar market.

Deep Investor 

Relationships

• Long-term relationships with leading financial and strategic investors, including private equity and debt funds,

infrastructure funds, utilities, IPPs, pension funds, and insurance funds.

• CRC’s strong network and experience serving as a trusted advisor to qualified potential investors allow CRC to

maintain discrete rapport with investors and confidentially assess quality of interest.

Proven Deal Execution

• Proven ability to deliver outcomes beneficial to the client across 250+ transactions and $37Bn+ in transaction

value.

• Disciplined and hands-on approach to transaction execution coupled with extensive experience in structuring

and negotiating complex transactions to achieve optimal results.

• Recognized as a leading renewable energy advisory firm by SparkSpread and BloombergNEF as well as a

respected long-term partner for our clients.(1)

(1) SparkSpread Inframation League Tables and BloombergNEF League Tables
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Disclaimer

CohnReznick Capital (“CohnReznick”) defines this Report as “Institutional Sales Material” and contains communication that is distributed or made available only to institutional
investors. This Report constitutes confidential Information. While the information provided herein is believed to be accurate and reliable, neither CohnReznick, nor any affiliate
makes any representations or warranties, express or implied, as to the accuracy or completeness of such information. In particular, no representation or warranty is given as to the
achievement or reasonableness of, and no reliance should be placed on, any projections, targets, estimates or forecasts contained in this Report. The information contained herein
was prepared expressly for use herein and is based on significant assumptions and elements of subjective judgment and analysis which may or may not be correct and, as such,
such estimates may not be realized. Furthermore, the information contained herein includes materials obtained from third parties and CohnReznick has not independently verified
the accuracy of any such information. Moreover, these materials contain forward looking statements and whether or not any such forward looking statements or projections,
targets, estimates or forecasts are in fact achieved will depend upon future events which are not within the control of CohnReznick. Accordingly, actual results may vary from the
projected results and such variations may be material. Neither CohnReznick, nor any of their affiliates shall have any liability for any errors in or omissions from this Report or any
other written or oral communications transmitted or made available to in connection with this Report.

In furnishing this Report, CohnReznick reserves the right to amend or replace the Report at any time but undertakes no obligation to do so or to provide the recipient with access to
any additional information or correct any inaccuracies or omissions.

Prospective recipients are deemed to be sophisticated parties and should, together with their financial, legal, accounting, tax and other advisors, conduct their own investigation
and analysis and rely on their own judgment in their evaluation.

This Report shall not constitute an offer for a sale of securities or a sale of assets in any state or jurisdiction in which such offer, solicitation or sale would be unlawful prior to
registration or qualification under the securities laws of any such state or jurisdiction. No securities will be registered under the Securities Act of 1933, as amended (the "Act"), or
any applicable state or foreign securities laws, nor has the Securities and Exchange Commission or any state or foreign regulatory authority passed upon the accuracy or adequacy
of the information contained in this Report and any representation to the contrary is unlawful. Any securities shall be offered pursuant to exemptions from registration under the
Act, certain state securities laws and certain rules and regulations promulgated pursuant thereto. Any such securities may not be further transferred in the absence of an effective
registration statement under the Act and any applicable state or foreign securities laws or an applicable exemption therefrom. In addition, operating agreements pertaining to the
securities and/or wind projects may contain contractual restrictions on transfers.

CohnReznick Capital makes no representation or warranty, expressed or implied, as to the accuracy or completeness of the information contained in this Report, and nothing
contained herein is, or shall be relied upon as, a promise or representation, whether as to the past or the future.

CohnReznick has not independently verified any of the third party information used in this Report and assumes no responsibility for its accuracy or completeness. This material is
not for external distribution.

IRS CIRCULAR 230 NOTICE

Any tax statement herein regarding any U.S. Federal Tax is not intended or written to be used and cannot be used, by any taxpayer for the purpose of avoiding any penalties. Any
such statement herein was written to support the marketing or promotion of the transactions(s) or matter(s) to which the statement relates. Each taxpayer should seek advice
based on the taxpayer’s particular circumstances from an independent tax advisor.

Notwithstanding anything herein to the contrary, each recipient (and each employee, representative, or other agent of such recipient) may disclose to any and all other persons,
without limitation of any kind, the tax treatment and tax structure of the transactions described herein, and all materials of any kind (including opinions or other tax analyses) that
are provided to such recipient relating to such tax treatment and tax structure. For this purpose, the tax treatment of a transaction is the purported or claimed U.S. federal income
tax treatment of the transaction and the tax structure of a transaction is any fact that may be relevant to understanding the purported or claimed U.S. federal income tax treatment
of the transaction.
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Disclaimer – cont.

This Analysis is not intended to provide, and should not be relied upon for, legal, tax, regulatory, financial, accounting or investment advice. Prior to entering into any transaction (a
“Transaction”), you should determine, without reliance upon CohnReznick Capital , the economic risks and merits (and independently determine that you are able to assume these
risks) as well as the legal, tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this Analysis, you acknowledge that (a)
CohnReznick Capital is not in the business of providing (and you are not relying on CohnReznick Capital for) legal, tax or accounting advice, (b) there may be legal, tax or
accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) if applicable, you should
apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimers to these matters.

This Analysis does not purport to be complete on any topic addressed and does not contain risk disclosures that are material to any particular Transaction. The information in the
Analysis is provided to you as of the dates indicated and neither CohnReznick Capital may not update the information after its distribution, even in the event that the information
becomes materially inaccurate. Certain information contained in the Analysis includes calculations or figures which have been prepared by CohnReznick Capital and have not been
audited or verified by a third party. In addition, some information is provided by third party sources and although believes to be reliable, has not been independently verified. Use
of different methods for preparing, calculating or presenting information may lead to different results and such differences may be material.

CohnReznick Capital is engaged in or may be engaged in the future in investment banking, securities trading, brokerage activities and principal investing activities, as well as
providing financial advisory services. The Analysis is not an expressed nor an implied agreement by CohnReznick Capital to act in any capacity with respect to you, and any such
agreement shall only be as set forth in an executed engagement letter, the terms of which are to be agreed upon by you and CRC. This Analysis in no way restricts CohnReznick
Capital from any other engagement, including acting in any capacity in a manner adverse to you.

No fiduciary, advisory or agency relationship between CohnReznick Capital , on the one hand, and you and your affiliates, employees, officers, directors, or stockholders on the
other hand, has been created in respect of the Analysis , and none of your affiliates, employees, officers, directors, or stockholders may rely on the Analysis.



Securities offered through CohnReznick Capital Markets Securities LLC, a Maryland limited liability company. The 
firm is a member of FINRA and SIPC and is registered as a broker dealer with the SEC. All rights reserved.

thank you

Securities offered through CohnReznick Capital Markets Securities LLC, a Maryland limited liability company. The firm is a member of 
FINRA and SIPC and is registered as a broker dealer with the SEC. All rights reserved.


