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FORWARD LOOKING STATEMENTS
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Some of the information contained herein are forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1934, as amended. When used herein, words such as "believe," "expect," "anticipate," "estimate," "plan,"
"continue," "intend," "should," "may," "target," or similar expressions, are intended to identify such forward-looking statements. Forward-looking statements are
subject to significant risks and uncertainties. Investors are cautioned against placing undue reliance on such statements. Actual results may differ materially from
those set forth in the forward-looking statements. Factors that could cause actual results to differ materially from those described in the forward-looking
statements include those discussed under the caption "Risk Factors" included in our Form 10-K that will be filed for the year ended December 31, 2022 (the
“Form 10-K”), which will be filed with the U.S. Securities and Exchange Commission (SEC), as well as in other reports that we file with the SEC.

Other important factors that we think could cause our actual results to differ materially from expected results are summarized below, including the impact of the
Inflation Reduction Act (“IRA”) and on the U.S., regional and global economies, the U.S. climate solutions market and the broader financial markets. Other factors
besides those listed could also adversely affect us. In addition, we cannot assess the impact of each factor on our business or the extent to which any factor, or
combination of factors, may cause actual results to differ materially from those contained in any forward-looking statements.

Forward-looking statements are based on beliefs, assumptions and expectations as of December 31, 2022. The guidance discussed herein reflects our estimates
of (i) yield on our existing portfolio; (ii) yield on incremental portfolio investments, inclusive of our existing pipeline; (iii) the volume and profitability of
transactions; (iv) amount, timing, and costs of debt and equity capital to fund new investments; (v) changes in costs and expenses reflective of our forecasted
operations; (vi) disruptions to the renewable energy supply chain that may result from changes in the regulatory environment and other factors, (vii) the general
interest rate and market environment, (viii) the impact of the Inflation Reduction Act on our industry and our business, and (ix) our ability to expand into new
climate solutions markets. All guidance is based on current expectations regarding economic conditions, the regulatory environment, the dynamics of the markets
in which we operate and the judgment of our management team, among other factors. In addition, actual dividend distributions are subject to approval by our
Board of Directors on a quarterly basis. We have not provided GAAP guidance as discussed in the Supplemental Financial Data slides of this presentation. We
disclaim any obligation to publicly release the results of any revisions to these forward-looking statements reflecting new estimates, events or circumstances after
the date of this presentation.

This presentation refers to certain financial measures that were not prepared in accordance with U.S. generally accepted accounting principles (“GAAP”).
Reconciliations of those non-GAAP financial measures to the most directly comparable GAAP financial measures can be found in the Appendix herein.

Estimated carbon savings are calculated using the estimated kilowatt hours, gallons of fuel oil, million British thermal units of natural gas and gallons of water
saved as appropriate, for each project. The energy savings are converted into an estimate of metric tons of CO2 equivalent emissions based upon the project’s
location and the corresponding emissions factor data from the U.S. Government and International Energy Agency. Portfolios of projects are represented on an
aggregate basis. The carbon and water savings information included in this presentation is based on data from a third-party source that we believe to be
reliable. We have not independently verified such data, which involves risks and uncertainties and is subject to change based on various factors.

Past performance is not indicative nor a guarantee of future returns.



LEADERSHIP TRANSITION SUPPORTED BY CONTINUITY OF STRATEGY AND 
STRONG EXECUTION
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Increase Dividend and 

Affirm Guidance

• FYQ22 Distributable EPS of $2.081 (up 11% YOY) and GAAP

EPS of $0.47

• Declared dividend of $0.395 per share

• Affirm guidance for (2021 – 2024)2: Distributable EPS 10% –

13% (CAGR) and DPS: 5% – 8% (CAGR)

Strong Volume in 4Q22, 

Expected to Continue 

into 2023

• Closed $883m transactions in 4Q22 at an average yield >8% 

for portfolio investments

• Strong volume expected to continue in 2023 with impacts of IRA 

emerging in certain asset classes

Experienced Leadership 

Team will Facilitate Smooth 

Transition

• Jeff Lipson (CEO) and Marc Pangburn (CFO) have significant 

tenure with the company

• Jeff Eckel as Executive Chair will remain engaged in strategy

1) See Appendix for an explanation of Distributable Earnings, including reconciliations to the relevant GAAP measures

2) Relative to 2020 baseline



PUBLIC POLICY SIGNIFICANTLY INCREASES TOTAL ADDRESSABLE MARKET
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Client pipeline increasing with long term ITC / PTC policy certainty

Application of tax credits to new asset classes further accelerates 

opportunity

Tax equity market expands with transferability

Emphasis on new transmission and onshoring manufacturing
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1

4Q22 VOLUME DISTRIBUTED ACROSS ASSET CLASSES
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Long-term, recurring income expected from new on balance sheet transactions in 4Q22 

with an average yield >8%.

GC 
Solar

Resi

Public 
Sector

4Q22

Closed Transactions

$883m

Community

Green 

Real Estate

Onshore Wind

CarbonCount Highlight

1.3 GW Grid-Connected portfolio of

17 solar projects and 1 wind project

located across Arizona, California,

New York, South Dakota, Utah, and

Virginia
Programmatic Clients

New Client

1.1

Metric Tons of CO2 

Offset Annually per 

$1000 invested

Transactions18

1) Sustainable Infrastructure (“SI”) includes renewable fuels, transportation, nature-based solutions and other asset classes. In SI closed transactions in 

4Q22 include RNG

SI1

2 Expansion Clients



DIVERSITY OF ASSET CLASSES PROVIDE RESILIENT VOLUME
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2021

C&

I

2020

GC Solar
18%

Wind
38%

Public 
Sector
15%

Resi
9%

C&I
6%

8%
4%

Closed Transactions

$1.9b1

Community

Green 

Real Estate

SI

1%

GC Solar
30%

Public Sector
42%

Resi
13%

4%

8%
3%

Closed Transactions

$1.7b1

Community

Green 

Real Estate

C&I

2022

GC Solar
22%

SI
13%

Public 
Sector
27%

Resi 26%

C&I
5%

5%

Closed Transactions

$1.8b1

Community

Onshore 

Wind

1%

GC
45%

SI
13%

BTM
42% Pipeline2

>$4.5b

• Well diversified pipeline 

avoids over-reliance on any 

one asset class

• Allows participation across 

entire energy transition 

market

Green Real Estate

1%

SI

1%

1) As of 12/31 of 2020, 2021 and 2022, respectively

2) As of 12/31/22; reflects transactions that have the potential to close over the next 12 months



PORTFOLIO EXPANDS 19% YOY AND 10% QOQ
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Markets1

Behind-the-Meter

Yield: 7.9%

Avg. Investment: $10m

3 GW

Grid-Connected

Yield: 7.0%

Avg. Investment: $17m

9 GW

Sustainable 

Infrastructure2

Yield: 7.4%

Avg. Investment: $27m

GC 
Solar
17%

Wind
22%Resi

34%

C&I
6%

Public 
Sector

7%

Portfolio1,4

$4.3b
Yield: 7.5%

Green 

Real Estate 2%

SI 

4%

Diversified and Long-Dated Cashflows. 99% of Investments Performing within Expectations.

Total Investments3

>340
Average Investment3

$12m
WAVG Life

17 yrs

Period Closed Transactions

2023 >$750m

Anticipated Funding Schedule of Previously 
Closed Transactions6

1) GAAP-based Portfolio, as of 12/31/22; see Appendix for an explanation of Portfolio Yield.

2) Includes all other asset classes that are not specifically designated as BTM or GC

3) Individual investments with outstanding balances > $1m; GAAP-based Portfolio, as of 12/31/22

4) Total may not sum due to rounding

5) Includes only securitizations of assets on the balance sheet as of the end of the previous quarter (9/30/22)

6) Anticipated 12-month funding schedule for closed transactions subject to completion milestones

Community 

8%

Portfolio Change ($m)4

Beginning Portfolio (9/30/22) $3,922

Funding of new investments 420

Funding of prior investments 38

Principal collections (45)

Syndications and Securitizations5 (21)

Other (6)

Ending Portfolio (12/31/22) $4,308



$134

$180

2021 2022

+34% (YOY)

11% YOY DISTRIBUTE EPS GROWTH CONSISTENT WITH GUIDANCE
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$
 i
n 
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Financial Results (FY22)

Results, Unaudited1 FY21 FY22
Change 

YoY

GAAP Diluted EPS $1.51 $0.47

Distributable EPS $1.88 $2.08 +11%

GAAP NII $11.1m $45.3m

Distributable NII $134.0m $180.2m +34%

GAAP Gain on Sale 

and Fees
$80.4m $78.8m

Transactions Closed $1.7b $1.8b

Portfolio2 $3.6b $4.3b +19%

Managed Assets $8.8b $9.8b

Distributable ROE3 11.2% 11.4%

Gain on Sale and Fees

Not subject to interest rate risk

Distributable NII1

NII growth tracks portfolio growth

1) See Appendix for an explanation of Distributable Earnings, Distributable Net Investment Income and Managed Assets, including reconciliations to the relevant 

GAAP measures, where applicable.

2) GAAP-based

3) Distributable ROE is calculated using Distributable Earnings for the period and the average of the quarterly ending equity balances for the period. 



7.5%7.5%7.6%7.6%

6.8%

4.3%
4.6%

5.1%
4.9%

5.4%

3%

4%

5%

6%

7%

8%

20222021202020192018

Portfolio Yield

Interest Expense / Average Debt Balance

LONG TERM CONSISTENT HIGH GROWTH IN NII AND MANAGED ASSETS

1) See Appendix for an explanation of Distributable Earnings, Distributable Net Investment Income, Managed Assets, and Portfolio Yield, including reconciliations 

to the relevant GAAP measures, where applicable.

2) Excludes incremental interest expense related to debt prepayments

9

Portfolio Yield1 vs. Cost of Debt2

3.3
4.1 4.3

5.2 5.5

$2.0
$2.1

$2.9

$3.6
$4.3

2018 2019 2020 2021 2022

Managed Assets1

Off Balance Sheet Balance Sheet Portfolio

$
b

$5.3
$6.2

$7.2

CAGR: 17%
$8.8

$9.8

$68
$82 $88

$134

$180

2018 2019 2020 2021 2022

Distributable NII1

$
m

CAGR: 28%

$1.38 $1.40
$1.55

$1.88
$2.08

2018 2019 2020 2021 2022

Distributable EPS1

CAGR: 11%



$1.55 

$1.88 

$2.08 

 $1.20

 $1.40

 $1.60

 $1.80

 $2.00

 $2.20

 $2.40

 $2.60

2020 2021 2022 2023 2024

Distributable EPS (2021 – 2024)1,2

10% – 13% (CAGR)

AFFIRM CURRENT GUIDANCE THROUGH 2024

1) See appendix for an explanation of Distributable Earnings, including a reconciliation to the relevant GAAP measure.

2) Relative to the 2020 baseline
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Expected Compounded Annual Growth

Distributable EPS (2021 – 2024)2 : 10% – 13% 

DPS: 5% – 8%

$2.53

$2.40

$2.27

Guidance

Current

Guidance



STRONG LIQUIDITY THROUGH CAPITAL MARKETS DIVERSIFICATION
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Diversified On-Balance Sheet Funding 

Sources in 20222

Unsecured 
Revolver

Cash 

>$870m
Liquidity

Sources1

Secured 

Revolver

Conservative Leverage

• 1.8x debt to equity3

• 86% of debt is fixed rate

• Credit rating of Baa3 (Investment Grade)

by Moody’s, and BB+ by S&P / Fitch

No material refi risk until 20261,4

$0

$500

$1,000

$1,500

$2,000

2023 2024 2025 2026 2027 2028 2029 2030

Credit facilities, TLA and CP Program

Convertible Notes

Senior Unsecured Notes

2021 2022

Term Loan A

Unsecured Revolver

Commercial Paper

Convertible Debt

Unsecured Bonds

Equity

$1.5b
$1.7b

Liquidity Remains Strong

1) As of 12/31/22

2) Includes drawn and undrawn capacities where applicable 

3) Below target limit of less than 2.5x

4) We anticipate that convertible debt may be converted to equity or exchanged for new debt and that the bank debt (including credit facilities) may be extended

CP



Governance Separate Chairman and CEO rolesG

RECENT ESG ACTIVITY

1) CarbonCount® is a scoring tool that evaluates investments in U.S.-based energy efficiency and renewable energy projects to estimate the expected CO2 emission reduction per $1,000 of investment.

2) WaterCountTM is a scoring tool that evaluates investments in U.S.-based projects to estimate the expected water consumption reduction per $1,000 of investment.
12

Environmental
Co-Founded Emissions First Partnership to improve corporate and investor emissions

accounting
E

Social Declared a Social Dividend of approximately $1.9m to the HASI FoundationS

E

(2.8)
(3.2)

(5.2)

(6.0)

(6.6)

2018 2019 2020 2021 2022

(1m)

(2m)

(3m)

Cumulative Metric Tons of CO2 Avoided Annually

(3,031)
(3,412)

(3,989) (4,216)

(6,266)(7,000)

(6,000)

(5,000)

(4,000)

(3,000)

(2,000)

(1,000)

0

2018 2019 2020 2021 2022

Efficiency Measures Avoided Grid MWhs

Cumulative Gallons of Water Saved Annually (million gallons)

Water Savings2

WaterCount:  1,180 (FY22)

Carbon Emissions1

CarbonCount: 0.4 (FY22)
® TM

(4m)

(5m)

(6m)

(7m)



BUSINESS OUTLOOK BRIGHTEST IT’S EVER BEEN
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The Energy Transition is 

Accelerating

Client Aspirations are 

Expanding

• Well positioned for continued programmatic 

investment with our top-tier client base

• IRA provides unprecedented support

Proven Strategy 

Executed by Mission-

Driven Team

• Leadership transition supports Company’s 

next chapter



APPENDIX



NET INTEREST MARGINS AND ROE ARE EXPECTED TO REMAIN CONSISTENT OVER 
TIME

Portfolio Yield1 vs. Cost of Debt2

% of assets Illustrative Business Model

Gross Asset Yield 7.75 - 8.25% • Newer business at higher rates gradually increases overall portfolio yield

- Interest Expense (3.75 - 4.25%)
• Interest expense likely to increase as we issue new debt at higher than historic 

rates (shown here as a % of assets)

= Net Investment Margin 3.5 - 4.5%

+ Gain on Sale & Fees 1.5% • Generally consistent over time and not subject to interest rate risk

- SG&A (1.5%) • As the business scales we expect to benefit from operating leverage

= Illustrative ROA 3.5 - 4.5%

Debt/Equity ~1.7x • Leverage consistent with recent history

Illustrative ROE 10 - 12% • Consistent with long term targets; EPS grows in proportion with the balance sheet 

Illustrative 

10-12% 

ROE3

• Achieving higher yields on new investments

• No material refinancing risk until 2026

• Managing interest expense. Lower leverage and private 

debt can be utilized until public debt market volatility subsides 

• We can maintain attractive margins despite 

potentially refinancing debt at higher cost. Even if we 

increase the coupon on our $1b debt maturing in 2026 by 3.5-

4%, in this hypothetical example, we would maintain our ROE 

~10-12%

15

6.8%

7.6% 7.6% 7.5% 7.5%

5.4%

4.9%
5.1%

4.6%
4.3%

2018 2019 2020 2021 2022 2027

Portfolio Yield

Interest Expense / Avg Debt Balance

1) See Appendix for an explanation of Portfolio Yield

2) Excludes incremental interest expense related to debt prepayments

3) Distributable ROE is calculated using Distributable Earnings for the period and the average of the quarterly ending equity balances for the period. 

…..



CASH FLOW SOURCES AND USES
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• Adjusted cash flows from operations plus other portfolio collections have exceeded dividends 

• Excess cash flows are reinvested in the portfolio

$ Millions1

2022 2021 2020 2019

Adjusted Cash Flow from Operations 

Plus Other Portfolio Collections2
$287 $259 $309 $314 

(-) Dividend ($132) ($114) ($100) ($86)

(=) Cash Available for Reinvestment $155 $146 $209 $227 

(-) Investments Funded3
($871) ($960) ($1,183) ($715)

(+) Capital Raised $693 $796 $1,206 $540 

Other Sources/Uses of Cash ($51) ($41) ($28) ($5) 

Change in Cash ($74) ($59) $204 $47 

1) Amounts may not sum due to rounding 

2) See explanatory notes for an explanation Adjusted Cash Flow from Operations Plus Other Portfolio Collections, including reconciliations to the relevant 

GAAP measures, where applicable

3) Does not include receivables held-for-sale

• Certain companies consolidate the projects and include project cash flows in Cash Flows 

from Operations; since we don’t consolidate, we report project cash flows in Cash Flows 

from Investing



$ Millions 2022 2021 2020 2019

Cash flows from operating activities

Net income (loss) 42               127 83 82

Adjustments to reconcile net income to net cash provided by operating activities: 0 0 0

Provision for loss on receivables 13               0 10 8

Depreciation and amortization 4                 4 4 4

Amortization of financing costs 12               11 8 6
Equity-based compensation 20               17 17 14

Equity method investments 16               (95) 13 (34)

Non-cash gain on securitization (29)              (48) (55) (57)

Gain (loss) on sale of receivables and investments (0)                (1) 14 13

Changes in receivables held-for-sale (63)               (22) 0 0

Loss on debt extinguishment -              15 0 0

Changes in accounts payable and accrued expenses 18               11 8 5

Change in accrued interest on receivables and investments (15)              (1) (24) (18)

Other (18)              (6) (3) 6

Net cash provided by operating activities 0                   13 73 29

Cash flows from investing activities 0 0 0

Equity method investments (128)            (402) (886) (152)

Equity method investment distributions received 110              22 99 71

Proceeds from sales of equity method investments 2                   0 0 81

Purchases of and investments in receivables (727)            (553) (256) (498)

Principal collections from receivables 126              149 133 58

Proceeds from sales of receivables 5                   76 59 135

Purchases of real estate (5)                0 0 0

Sales of real real estate 5                   

Purchases of investments (2)                (5) (40) (46)

Principal collections from investments -               0 2 7

Proceeds from sales of investments and securitization assets 7                   15 69 139

Funding of escrow accounts -              (12) (23) (29)

Withdrawal from escrow accounts -              2 8 31

Other 15               5 4 2

Net cash provided by (used in) investing activities (592)            (703) (832) (201)

Cash flows from financing activities 0 0 0

Proceeds from credit facilities 100             100 126 102

Principal payments on credit facilities (150)            (22) (135) (328)

Proceeds from issuance of commercial paper notes -              50 0 0

Principal payments of commercial paper notes (50)              0 0 0

Proceeds from issuance of non-recourse debt 33               0 16 131

Principal payments on non-recourse debt (31)               (38) (126) (207)

Proceeds from issuance of senior unsecured notes -              1,000 771 507

Proceeds from issuance of term loan 383             

Redemption of senior unsecured notes -              (500) 0 0

Proceeds from issuance of convertible notes 200             0 144 0

Payments on deferred funding obligations 0 0 (19)

Net proceeds of common stock issuances 189             201 298 138

Payments of dividends and distributions (132)            (114) (100) (86)

Withholdings on employee share vesting (3)                (14) (17) (9)

Redemption premium paid (14) 0 0

Payment of debt issuance costs (12)              (18) 0 0

Other (10)              (0) (15) (10)

Net cash provided by (used in) financing activities 517              631 962 219

Increase (decrease) in cash, cash equivalents, and restricted cash (75)              (59) 204 47

Cash, cash equivalents, and restricted cash at beginning of period 251             310 107 59

Cash, cash equivalents, and restricted cash at end of period 176             251 310 107

ADJUSTED CASH FLOW FROM OPERATIONS PLUS OTHER PORTFOLIO COLLECTIONS
GAAP CASHFLOW STATEMENT

Adjusted Cash Flow from 

Operations Plus Other 

Portfolio Collections
$ Millions

2022 287

2021 259

2020 309

2019 314

17



Positive Credit Attributes

STRONG PORTFOLIO WITH POSITIVE CREDIT ATTRIBUTES

Recent Portfolio Performance

Rating Description
Performance

Metric

1 Performing1 99%

2 Slightly below metrics2 1%

3 Significantly below metrics3 ~0%

Asset Class
Portfolio

(%) 6

Structural

Seniority
Obligor Credit

Residential 34%
Typically 

Preferred

>275k consumers 

WAVG FICO: “Very 

Good”5

Wind 22% Preferred
Typically IG corporates or 

utilities

GC Solar 17%
Super Senior 

or Preferred

Typically IG corporates or 

utilities

Community 8%
Typically 

Preferred

Typically creditworthy 

consumers and/or IG 

corporates

C&I 6%
Senior 

or Preferred
Typically IG corporates

Public Sector 7%
Senior or 

Preferred

Predominantly IG govt or 

quasi-govt entities

Green Real 

Estate
2%

Super Senior or 

Subordinated 

Debt

Real-estate secured

Sustainable 

Infrastructure
4% Senior

Predominantly IG govt 

entities

Outstanding Credit History

De minimis <20 bps cumulative credit losses 

since 20124
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1) This category includes our assets where based on our credit criteria and performance to date we believe that our risk of not receiving our invested capital remains low.

2) This category includes our assets where based on our credit criteria and performance to date we believe there is a moderate level of risk to not receiving some or all of our invested capital.

3) This category includes our assets where based on our credit criteria and performance to date, we believe there is substantial doubt regarding our ability to recover some or all of our invested capital

4) Calculation represents credit losses as a percentage of cumulative originations, excluding equity method investments.

5) As of 4Q22; located across 21 states and the District of Columbia; qualitative FICO Rating corresponds to average FICO Score range for consumer obligors (as of lease origination dates).

6) Total may not sum due to rounding



EXPLANATORY NOTES
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Adjusted Cash Flow from Operations plus Other Portfolio Collections 

We operate our business in a manner that considers total cash collected from our portfolio and necessary operating and debt service payments to assess the amount of cash we have available to 

fund investments and distributions. The line items from our Statement of Cash Flows that are relevant to this measure are highlighted in a previous slide. We believe that the aggregate of these 

items, which combine as a non-GAAP financial measure titled Adjusted Cash Flow from Operations plus Other Portfolio Collections, is a useful measure of the liquidity we have available from our 

assets to fund both new investments and our regular quarterly dividends. This non-GAAP financial measure may not be comparable to similarly titled or other similar measures used by other 

companies. There is also not a directly comparable GAAP measure that demonstrates how we consider cash available for dividend payment. 

Adjusted Cash Flow from Operations plus Other Portfolio Collections differs from GAAP Net cash provided by operating activities, in that it (A) excludes Changes in receivables held-for-sale, (B) 

adds cash flow from Equity method investment distributions received, Proceeds from sales of equity method investments, Principal collections from receivables, Proceeds from sales of receivables, 

Principal collections from investments, and Proceeds from sales of investments and securitization assets, and (C) subtracts Principal payments on non-recourse debt. This measure is not intended to 

demonstrate an alternative view of cash available from investment returns for dividend payment.  

Also, Adjusted Cash Flow from Operations plus Other Portfolio Collections differs from Net cash provided by (used in) investing activities in that by definition it excludes many of the uses of cash 

used in our investing activities such as in Equity method investments, Purchases of and investments in receivables, Purchases of real estate, Purchases of investments, Funding of escrow accounts, and 

excludes Withdrawal from escrow accounts, and Other.

In addition, Adjusted Cash Flow from Operations plus Other Portfolio Collections is not comparable to Net cash provided by (used in) financing activities.



SUPPLEMENTAL FINANCIAL DATA
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Explanatory Notes

Distributable Earnings and Earnings on Equity Method Investments

We calculate distributable earnings as GAAP net income (loss) excluding non-cash equity compensation expense, provisions for loss on receivables, amortization of intangibles, non-cash provision (benefit) for taxes, gains or

(losses) from modification or extinguishment of debt facilities, any one-time acquisition related costs or non-cash tax charges and the earnings attributable to our non-controlling interest of our Operating Partnership. We also

make an adjustment to our equity method investments in the renewable energy projects as described below. We will use judgment in determining when we will reflect the losses on receivables in our distributable earnings, and

we will consider certain circumstances such as, the time period in default, sufficiency of collateral as well as the outcomes of any related litigation. In the future, distributable earnings may also exclude one-time events pursuant

to changes in GAAP and certain other adjustments as approved by a majority of our independent directors.

Certain of our equity method investments in renewable energy and energy efficiency projects are structured using typical partnership “flip” structures where the investors with cash distribution preferences receive a pre-

negotiated return consisting of priority distributions from the project cash flows, in many cases, along with tax attributes. Once this preferred return is achieved, the partnership “flips” and the common equity investors, often

the operator or sponsor of the project, receive more of the cash flows through its equity interests while the previously preferred investors retain an ongoing residual interest. We have made investments in both the preferred

and common equity of these structures. Regardless of the nature of our equity interest, we typically negotiate the purchase prices of our equity investments, which have a finite expected life, based on our underwritten cash

flows projects discounted back to the net present value, based on a target investment rate, with the cash flows to be received in the future reflecting both a return on the capital (at the investment rate) and a return of the

capital we have committed to the project. We use a similar approach in the underwriting of our receivables.

Under GAAP, we account for these equity method investments utilizing the HLBV method. Under this method, we recognize income or loss based on the change in the amount each partner would receive, typically based on the

negotiated profit and loss allocation, if the assets were liquidated at book value, after adjusting for any distributions or contributions made during such quarter. The HLBV allocations of income or loss may be impacted by the

receipt of tax attributes, as tax equity investors are allocated losses in proportion to the tax benefits received, while the sponsors of the project are allocated gains of a similar amount. The investment tax credit available for

election in solar projects is a one-time credit realized in the quarter when the project is considered operational for tax purposes and is fully allocated under HLBV in that quarter (subject to an impairment test), while the

production tax credit required for wind projects and electable for solar projects is a ten year credit and thus is allocated under HLBV over a ten year period. In addition, the agreed upon allocations of the project’s cash flows

may differ materially from the profit and loss allocation used for the HLBV calculations. We also consider the impact of any other-than-temporary impairment in determining our income from equity method investments.

The cash distributions for those equity method investments where we apply HLBV are segregated into a return on and return of capital on our cash flow statement based on the cumulative income (loss) that has been allocated

using the HLBV method. However, as a result of the application of the HLBV method, including the impact of tax allocations, the high levels of depreciation and other non-cash expenses that are common to renewable energy

projects and the differences between the agreed upon profit and loss and the cash flow allocations, the distributions and thus the economic returns (i.e., return on capital) achieved from the investment are often significantly

different from the income or loss that is allocated to us under the HLBV method. Thus, in calculating Distributable Earnings, for certain of these investments where there are characteristics as described above, we further adjust

GAAP net income (loss) to take into account our calculation of the return on capital (based upon the underwritten investment rate) from our renewable energy equity method investments, as adjusted to reflect the performance

of the project and the cash distributed. We believe this equity method investment adjustment to our GAAP net income (loss) in calculating our Distributable Earnings measure is an important supplement to the HLBV income

allocations determined under GAAP for an investor to understand the economic performance of these investments where HLBV income can differ substantially from the economic returns.

We believe a non-GAAP measure, such as Distributable Earnings, that adjusts for the items discussed above is and has been a meaningful indicator of our economic performance in any one period and is useful to our investors

as well as management in evaluating our performance as it relates to expected dividend payments over time. As a REIT, we are required to distribute substantially all of our taxable income to investors in the form of

dividends, which is a principal focus of our investors. Additionally, we believe that our investors also use Distributable Earnings, or a comparable supplemental performance measure, to evaluate and compare our performance

to that of our peers, and as such, we believe that the disclosure of Distributable Earnings is useful to our investors in any one period.

However, Distributable Earnings does not represent cash generated from operating activities in accordance with GAAP and should not be considered as an alternative to net income (determined in accordance with GAAP), or

an indication of our cash flow from operating activities (determined in accordance with GAAP), or a measure of our liquidity, or an indication of funds available to fund our cash needs, including our ability to make cash

distributions. In addition, our methodology for calculating Distributable Earnings may differ from the methodologies employed by other companies to calculate the same or similar supplemental performance measures, and

accordingly, our reported Distributable Earnings may not be comparable to similar metrics reported by other companies.
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Explanatory Notes

Managed Assets

As we both consolidate assets on our balance sheet and securitize assets, certain of our receivables and other assets are not reflected on our balance sheet where we may have a residual interest in

the performance of the investment, such as servicing rights or a retained interest in cash flows. Thus, we present our investments on a non-GAAP managed basis, which assumes that securitized

receivables are not sold. We believe that our Managed Asset information is useful to investors because it portrays the amount of both on- and off-balance sheet receivables that we manage, which

enables investors to understand and evaluate the credit performance associated with our portfolio of receivables, investments and residual assets in securitized receivables. Our non-GAAP

Managed Assets measure may not be comparable to similarly titled measures used by other companies.

Distributable Net Investment Income

Distributable Net Investment Income is calculated as GAAP-based Net Investment Income (Interest Income and Rental Income less Interest Expense) as reported within our financial statements

prepared in accordance with US GAAP plus Distributable Earnings from our Equity Method Investments when allocating cash distributions between a return on and return of invested capital plus

amortization of real estate intangibles. We utilize this measure in operating our business and believe it is useful information for our investors for the reasons discussed in our core earnings measure.

Portfolio Yield

We calculate portfolio yield as the weighted average underwritten yield of the investments in our Portfolio as of the end of the period. Underwritten yield is the rate at which we discount the cash

flows from the assets in our portfolio to determine our purchase price. In calculating underwritten yield, we make certain assumptions, including the timing and amounts of cash flows generated by

our investments, which may differ from actual results, and may update this yield to reflect our most current estimates of project performance. We believe that portfolio yield provides an additional

metric to understand certain characteristics of our Portfolio as of a point in time. Our management uses portfolio yield this way and we believe that our investors use it in a similar fashion to

evaluate certain characteristics of our portfolio compared to our peers, and as such, we believe that the disclosure of portfolio yield is useful to our investors.

Guidance

We expect that annual Distributable Earnings per share will grow at a compounded annual rate of 10% to 13% from 2021 to 2024, relative to the 2020 baseline of $1.55 per share, which is

equivalent to a 2024 midpoint of $2.40 per share. We also expect growth of annual dividends per share to be at a compounded annual rate of 5% to 8%. This guidance reflects our judgments

and estimates of (i) yield on its existing portfolio; (ii) yield on incremental portfolio investments, inclusive of our existing pipeline; (iii) the volume and profitability of transactions; (iv) amount, timing,

and costs of debt and equity capital to fund new investments; (v) changes in costs and expenses reflective of our forecasted operations, and (vi) the general interest rate and market environment.

All guidance is based on current expectations regarding economic conditions, the regulatory environment, the dynamics of the markets in which we operate and the judgment of our management

team, among other factors. In addition, distributions are subject to approval by our Board of Directors on a quarterly basis. We have not provided GAAP guidance as discussed in the Forward-

Looking Statements section of the press release.
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Securities are offered by Hannon Armstrong Securities, LLC, a registered broker dealer, member FINRA and SIPC and subsidiary of Hannon Armstrong Sustainable Infrastructure Capital, Inc.

Visit our website at www.hannonarmstrong.com
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https://twitter.com/HannonArmstrong
https://www.linkedin.com/company/hannon-armstrong
http://www.hannonarmstrong.com/
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