MLP, REIT & YIELDCOw

EXPANDING
FINANCING SOURCES

BY: DAVID K. BURTON

MLP

Current Law

REIT

Current Law

PUBLIC
Tax Cost
PUBLIC SHAREHOLDERS
UNIT
HOLDERS
=1 Tax deduction

Del. Corp. for dividends

MLP
(PubliclyTraded)

Del. LLC A A
] ]

Developer Tax Equity Investor

Del. Corp.

Principal + Interest on
Intercompany Debt

Corporate
Dividends

99% of PTCs

Tax Cost after
PTCs and 5-Yr
MACRS

Project Co.

“Flip Partnership”
Rev. Proc. 2007-65

Del. LLC

Taxable Subsidiary
Del. Corp.

YieldCo
NRG Yield, Inc.

N[eR=hE A Tax Cost PUBLIC PO raised
SHAREHOLDERS | 431 MM

Class B
Common
Stock 70%
Voting Interest
0% Economic
Interest

Class A Common Stock
30% Voting Interest
100% Economic
Interest

60%

NRG Yield, Inc. Tax Cost
NRG Yield
Operating
LLC
100%
‘ 49.95% ‘ 100% ‘49.95% 49.95% ‘ 100% ‘100% ‘100%
4 N\ [ \/ N\ [ \/. -\ N\ )
Other Utility
Scale and
GenConn Mars_h Avenal CVSR D'St”buFed South Thermal
Landing Generation Trent
Solar
N VAN VAN VAN VARELESVAR VAN Y

It IRS Rules

If MLP
Parity Act Is Enacted

(Not possible under Rep. Camp’s tax reform proposal)

Tax Cost

PUBLIC
UNIT
HOLDERS*

PUBLIC

SHAREHOL DERS LR

Tax Equity Investor

Del. Corp. REIT

As developer

MLP

(Publicly
Traded)

Del. LLC

Tax deduction

Del. Corp for dividends

Tax Equity Investor

Del. Corp.
1% of

99% of PTCs
PTCs

1% of
PTCs

99% of PTCs

Project Co.

“Flip Partnership”
Rev. Proc. 2007-65

Del. LLC

Project Co.

“Flip Partnership”
Rev. Proc. 200/7-65

Del. LLC

Turbines are Real Estate

B No change in law required

B NRG Yield Operating, LLC will not pay
tax and rather will pass the tax attributes
through to NRG Energy (60%) and NRG
Yield LLC (40%)

e NRG Yield, LLC is a flow through to NRG
Yield, Inc.

B Cash distributions from NRG Yield, Inc.
to the shareholders will be taxable

dividends to the shareholders to the
extent of NRG Yield, Inc.’s E&P

B “Qualified dividends” paid to individuals
subject to only 23.8 % federal tax rates

B E&P iIs calculated like taxable income but
(1) without tax credits and, (i) using 12-
year straight-line depreciation

B To the extent the cash distributions
exceed NRG Yield, Inc.’s E&P, the
distributions will reduce the shareholders’
basis In their shares of NRG Yield, Inc.

M A lower basis means a larger gain when
the shareholders sell their shares, which
If the shares were held for more than a
year, would be taxed at the 23.8% long
term capital rate for individuals

B To maximize its value, NRG Yield, Inc.
will need to keep growing
e New assets with tax credits and depreciation
are needed to shelter the taxable income

generated by older assets that have
exhausted their tax benefits
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