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Adjusted earnings and adjusted earnings per share
in the 2021 and 2020 periods exclude the effects of
hypothetical liquidation at book value (HLBV)
accounting for tax equity investments in certain
renewable and sustainable electric production
projects of Con Edison Clean Energy Businesses,
Inc. (the Clean Energy Businesses) and the net
mark-to

In addition to hosting our own Renewable Energy
Summit and Accounting Forum, we are regularly
called upon as experts to speak at events, offer
insights, and contribute to publications. impact of
new or proposed accounting standards and
contemplated deal structures a?? including
modeling the impact of HLBV at the project,

sponsor, and

L
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investors avoid HLBV on their first transaction
based on materiality grounds, often continued
investment in more renewable energy tax equity
deals eventually leads to HLBV considerations as
the materiality no longer holds true. HLBV Overview
At a high level, HLBV is a
liquidation-and-balance-sheet-focused approach as
prescribed by Accounting

=
n
a
»
=
=
H
7

M -

The renewable energy industry is an ever-evolving
landscape, with both boundless and complex growth
opportunitiesa?? chief among them a?? maximizing
government incentives, understanding the new
legislation rules with the passage of the Inflation
Reduction Act of 2022 (IRA), and amplifying the
financial viability of a renewable energy facility a??
its never been more a?|

Reporting entities often form separate entities for
the development, construction, and operation of
renewable energy or other power plant facilities
(referred to herein as single power plant entities).
This chapter provides a framework for and
discusses key considerations associated with the
accounting by an investor for its investment in a
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29th accounting standards update, also known by
the initialism ASU, not the university, expands the
proportional amortization method of accounting to
all tax credit investments, including renewable
energy. In this week's episode, we're going to focus
on the renewable energy aspects of ASU 2023 -02.

A renewable energy credit, or REC, is created for
each megawatt accounting for any tax credits and,
if the equity (HLBV) should apply. a?c Companies
purchasing RECs through green power purchase
agreements will need to conside r whether lease or
derivative accounting applies to the purchase
agreement or if consolidation is

Novogradac's work in the renewable energy
industry is focused on projects financed with the
investment tax credit (ITC) (primarily solar and fuel
cell facilities) and the production tax credit (PTC)
(primarily wind and biomass facilities), for which we

provide project finance, tax equity transaction
_fPmn | advisory, tax, accounting and auditing
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A report by the Joint Committee on Taxation, a
nonpartisan Congressional committee, estimates
that clean energy tax incentives will add up to about
$550 billion over the next decade and those in the
tax credit community estimate the clean energy tax
incentive equity market will settle at around $50

. billion annually, making it the largest community
' !‘ development a?|

In March 2023, the Financial Accounting Standards
” Board (FASB) issued Accounting Standards Update
= (ASU) 2023-02, which, when certain conditions are
met, allows a renewable energy tax equity investor

to book their investment under a different method
called the proportional amortization method (PAM).
PAM simplifies the accounting for these

Accounting for renewable energy (technical
, accounting topics including HLBV/ tax equity
partnerships Financial reporting Posted 11 days ago
‘ Save. Director of Capital Markets-Renewable
Energy Director of Capital Markets-Renewable
Energy. Kimmel Associates. Denver, CO.
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Structuring options can be used by tax investors to
mitigate post-flip GAAP (generally accepted
accounting principles) losses calculated by the
Hypothetical Liquidation at Book Value (HLBV)
accounting method for flipping partnerships. In
some circumstances, these GAAP losses can
dramatically affect the reported earnings for publicly
traded companies and a?|

Deloitte Alternative Energy Seminar Setting new
sights November 14-16, 2016. HLBV modeling case
study associated with the renewable project HLBV
concepts & accounting theory Taxable income (loss)
Period 1: 1% Period 2: 1% Period 3: 95% Project
entity Developer

In March 2023, the FASB issued ASU 2023-02,
Investments - Equity Method and Joint Ventures
(Topic 323): Accounting for Investments in Tax
Credit Structures Using the Proportional
Amortization Method (a consensus of the Emerging
Issues Task Force). ASU 2023-02 expands the use
of the proportional amortization method of
accounting a?? currently allowed a?|
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Renewable energy procurement for organizations
a?c Michael Casey, Director of Origination,
LevelTen Energy (HLBYV) concepts a?c Ben
Bissonette, Manager, Deloitte Tax LLP Financial
accounting & tax trends in M& A and renewables
ownership a?c a?|

HLBV (12:12-20:43) 4. Other GAAP issues

S (20:44-22:00) 5. Revenue recognition (22:01-24:27)
EEEs

ggijﬂ 6. GAAP Working Group (24:28-29:59) 7. Exit

%'. :_‘%‘ ) (30:00-31:06) focus on helping you better

understand the significance of some key accounting
issues facing renewable energy investors. This
episode is a must-listen for all renewable energy

E] i i ‘ developers and

Energy costs savings and tax incentives. Gauging
the types of costs associated with different sources
of renewable energy is critical. To get there, begin
by assessing the upfront investment, operational
expenses, maintenance costs, and potential returns
that can increase the benefits of renewable energy,
while reducing risk.
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Investors in certain equity investments (e.g. certain
investments in renewable energy projects that
generate tax credits) may elect the proportional

amortization method by tax credit program. for the
related tax credit when the PAM is applied even if
the investor has generally elected the deferral
method of accounting for its investment tax

Although the HLBV method is one of the more
common methods of accounting for tax equity
investments in solar projects, institutions will
ultimately need to determine whether another
method of accounting (e.g. equity method, fair value

- option, estimated cash flows) is more appropriate
== depending on their own facts and circumstances.

e

1,366 Renewable Energy Accounting jobs available
on Indeed . Apply to Financial Analyst Renewable
Energy, Accountant, Member Services
Representative and more! Accounting for
renewable energy (technical accounting topics
including HLBV/ tax equity partnerships.
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St tiStructuring, Mdil & Modeling & HLBV
Accounting for Tax Equity Mayer Brown LLP
71South Wacker Drive David Burton Gintaras
Sadauskas Chicago, IL 60606 June 29, 2016
Partner Director Mayer Brown LLP Alfa Business
Advisors, LLC +1 212.506.2525 +1 571.309.0463
dburton@mayerbrown gintaras@alfaBA

Renewable energy projects backed by partnerships
often use the hypothetical liquidation at book value
(HLBV) accounting method to determine the correct
allocation of a project's net assets. The complex
process, however, is time a?|

Companies outside the traditional energy space
also pursue similar initiatives to reduce their carbon
footprint and meet stakeholder pressures. In our
PwC 2023 US Large Energy User Survey, 74% of
leaders from across industries said they have
comprehensive energy strategies that include
moving to sustainable and renewable energy
sources. More
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Adjusted earnings and adjusted earnings per share
in the 2021 and 2020 periods exclude the effects of
hypothetical liquidation at book value (HLBV)
accounting for tax equity investments in certain

renewable and sustainable electric production
projects of Con Edison Clean Energy Businesses,
Inc. (the Clean Energy Businesses) and the net
mark-to

Renewable energy project economics in the US
heavily depend on tax incentives. As such, a

number of different financing structures have

T 0-60KW evolved to help monetize tax incentives. Accounting
—— Logic (HLBV): - partnership liquidation provisions -
e HLBV a?|
Al
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