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First Read 

TerraForm Power, Inc. 
Getting Exclusive 
 

TERP Takes Itself Out of the Market, For Now 
On Jan 20, TERP and Brookfield entered into an exclusivity agreement where TERP will 
negotiate exclusively with Brookfield for a possible takeout/sponsorship, as a follow up 
to the previously announced offer with four options, which we wrote about here. Key 
among the differences is a further reduced cash proposal. Initially, Brookfield suggested 
$13/sh was its expected offer, which was reduced to $12.50/sh including the 
controlling interest in GLBL, and subsequently reduced to $12/sh on Jan 20 (disclosed 
today). The previously announced $11.50 standalone price was not updated since 
negotiations are ongoing for a controlling sponsorship in both entities. TERP and GLBL 
will have until Feb 21 and March 6th, respectively, to negotiate with Brookfield. 

Why Exclusive? What happened to the other bidders? 
Despite previous media reports (1, 2, 3) of other interested parties in the TERP assets, 
the company's decision to enter exclusive talks with an offer ~$1/sh below initial 
indications strikes us as curious. We suspect Brookfield's existing ownership and parallel 
yieldco-like platform (Brookfield Renewable Energy Partners) played into the decision, 
though it would suggest potential for further price reduction if there have been no 
additional firm offers for the TERP assets, which are not required to be disclosed. 
Additionally, this would appear to make further corporate actions such as leveraging 
the Canadian assets or changing any portfolios more difficult, though exact restrictions 
on such are unclear from the company disclosures. 

SUNE Could be Settled as Well 
One of the larger questions for TERP has been what SUNE creditors will do, and we 
view the settlement discussions disclosed today as a step in the right direction with the 
nonbinding agreement to settle intercompany claims between SUNE, TERP, and GLBL 
relating to the SUNE Bankruptcy. However, a final agreement must be reached by Jan 
27 and jointly approved by April 1st, 2017 (can be extended to April 15). 

Valuation: $11.50, Low Confidence on Firm Price Following Declines 
Multiple offers below the trading price for TERP leave us cautious on the eventual 
takeout price, though $11.50 would seem the likely floor. Our PT is based on a DCF 
with 9.1% discount rate. We see this as a positive for the balance of the sector. 
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Highlights (US$m) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Revenues 17 126 470 729 856 863 871 879 
EBIT (UBS) 5 6 6 378 466 474 482 491 
Net earnings (UBS) 0 (36) (80) 126 138 150 163 176 
EPS (UBS, diluted) (US$) (0.01) (1.17) (1.00) 1.58 1.74 1.89 2.05 2.21 
DPS (US$) 0.00 0.27 1.35 0.00 0.80 0.80 0.80 0.80 
Net (debt) / cash (436) (1,130) (3,956) (3,144) (2,814) (2,556) (2,285) (2,001) 

 

Profitability/valuation 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
EBIT margin % 29.3 4.9 1.2 51.8 54.4 54.9 55.4 55.9 
ROIC (EBIT) % 1.8 0.4 0.1 5.7 7.5 8.0 8.5 9.0 
EV/EBITDA (core) x - 62.1 36.2 7.7 5.9 5.4 5.4 5.3 
P/E (UBS, diluted) x - (25.3) (28.2) 7.4 6.7 6.2 5.7 5.3 
Equity FCF (UBS) yield % - (148.3) (190.4) 79.0 43.0 36.0 37.2 38.5 
Net dividend yield % - 0.9 4.8 0.0 6.8 6.8 6.8 6.8 
Source: Company accounts, Thomson Reuters, UBS estimates. Metrics marked as (UBS) have had analyst adjustments applied. Valuations: based on an average share price that year, (E): based on a 
share price of US$11.70 on 23 Jan 2017 12:15 EST 
 
 

https://neo.ubs.com/shared/d1B31D3QN9Aok
https://www.bloomberg.com/news/articles/2016-09-21/blackrock-said-to-show-interest-in-bidding-for-sunedison-unit
https://www.bloomberg.com/news/articles/2016-10-25/d-e-shaw-bids-for-sunedison-s-terraform-power-yieldco
https://www.bloomberg.com/news/articles/2016-08-25/china-s-golden-concord-said-to-compete-for-sunedison-yieldco
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What About the Sponsorship and Dividend Option? 

Below we present our scenario around potential sponsorship arrangement, which 
would be separate and distinct from a full takeout offer (included in the options 
under consideration). Under our analysis, other shareholders could receive a 
dividend in the $8-9.3/sh range depending on the inclusion of Appaloosa's shares. 
One area of potential difference would arise from the treatment of swaps 
(potential that the dividend is reduced by the proportionate share from 11.6M 
swaps). Additionally, we are including class B shares within the analysis, which 
would imply there are no issues with subordination of dividends (also unclear in 
this specific case). 

Figure 1: What Could the Dividend 

 
Source:  UBSe, Company Reports 

 

 

 

  

TERP Sponsorship
Original Shares (MM) 140
New Shares Issued (MM) 94.6
Pro-Forma Shares (MM) 234.1
Off Price ($/sh) $11.5
Total Offer ($ Mn) $1,088
Dividend back to shareholders
Original Shares Held by Other investors (MM) (Class A & B) 116.85
$/sh received by other Investors $9.31

Brookfield Shares (11.075 Class A Shares and 11.6M Swaps) 22.7
Brookfield's shares post deal 117.2
Brookfield's owenership post deal 50.1%

If 8.7M Appaloosa Shares Included
Original Shares (MM) 140
New Shares Issued (MM) 77.2
Pro-Forma Shares (MM) 216.7
Off Price ($/sh) $11.5
Total Offer ($ Mn) $888
Dividend back to shareholders
Original Shares Held by Other investors (MM) (Class A & B) 108.15
$/sh received by other Investors $8.21

Brookfield Shares (11.075 Class A Shares and 11.6M Swaps) 31.4
Brookfield's shares post deal 108.6
Brookfield's owenership post deal 50.1%
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Forecast returns 

Forecast price appreciation -1.7% 

Forecast dividend yield 3.4% 

Forecast stock return +1.7% 

Market return assumption 6.2% 

Forecast excess return -4.5% 

 
  

Valuation Method and Risk Statement 

Risks to our investment thesis include but are not limited to: 1) corporate conduct 
as many board members are also on SunEdison's board; 2) contract risks as 
contracted assets comprise all of the portfolio; 3) reliance on wind power could 
create variability in generation output and thus potentially negatively affect 
earnings and distributions; 4) inability to access the capital markets on attractive 
terms; 5) declines in commodity prices and foreign exchange rates; 6) adverse 
political/legal/regulatory changes; 7) negative outcome from the audit over the 
financial statements and internal controls; 8) liquidity and failure to meet liabilities 
and other obligations as due, 9) SunEdison’s liquidity and failure to meet liabilities 
and other obligations as due; 10) potential liabilities from Vivint Solar and other 
contemplated M&A transactions; 11) natural disasters; 12) inability to re- contract 
assets after contract expiration; 13) acceleration of obligations based upon SEC 
filings not being made in timely manner; 14) increase in required capital 
expenditures; 15) change in dividend policy; 16) delisting of common shares; 17) 
restrictions on ability to distribute cash flows; 18) other risks discussed in the note; 
and 19) and other unforeseen changes. 
TERP valuation is based on discounted cash flow analysis. 
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Required Disclosures 

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates 
are referred to herein as UBS. 

For information on the ways in which UBS manages conflicts and maintains independence of its research product; historical 
performance information; and certain additional disclosures concerning UBS research recommendations, please visit  
www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is not a reliable 
indicator of future results. Additional information will be made available upon request. UBS Securities Co. Limited is licensed 
to conduct securities investment consultancy businesses by the China Securities Regulatory Commission. UBS acts or may act 
as principal in the debt securities (or in related derivatives) that may be the subject of this report. This recommendation was 
finalized on: 23 January 2017 05:39 PM GMT.  

Analyst Certification: Each research analyst primarily responsible for the content of this research report, in whole or in 
part, certifies that with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed 
accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner, 
including with respect to UBS, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed by that research analyst in the research report.  

UBS Investment Research: Global Equity Rating Definitions 

12-Month Rating Definition Coverage1 IB Services2 

Buy FSR is > 6% above the MRA. 45% 29% 

Neutral FSR is between -6% and 6% of the MRA. 39% 27% 

Sell FSR is > 6% below the MRA. 15% 16% 

Short-Term Rating Definition Coverage3 IB Services4 

Buy 
Stock price expected to rise within three months from the time 
the rating was assigned because of a specific catalyst or event. <1% <1% 

Sell Stock price expected to fall within three months from the time 
the rating was assigned because of a specific catalyst or event. <1% <1% 

Source: UBS. Rating allocations are as of 31 December 2016. 
1:Percentage of companies under coverage globally within the 12-month rating category. 
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided 
within the past 12 months. 
3:Percentage of companies under coverage globally within the Short-Term rating category. 
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided 
within the past 12 months. 

KEY DEFINITIONS:  Forecast Stock Return (FSR)  is defined as expected percentage price appreciation plus gross dividend 
yield over the next 12 months.   Market Return Assumption (MRA)  is defined as the one-year local market interest rate 
plus 5% (a proxy for, and not a forecast of, the equity risk premium).   Under Review (UR)  Stocks may be flagged as UR 
by the analyst, indicating that the stock's price target and/or rating are subject to possible change in the near term, usually 
in response to an event that may affect the investment case or valuation.   Short-Term Ratings  reflect the expected near-
term (up to three months) performance of the stock and do not reflect any change in the fundamental view or investment 
case.   Equity Price Targets  have an investment horizon of 12 months.  

EXCEPTIONS AND SPECIAL CASES:  UK and European Investment Fund ratings and definitions are: Buy:  Positive 
on factors such as structure, management, performance record, discount;   Neutral:  Neutral on factors such as structure, 
management, performance record, discount;   Sell:  Negative on factors such as structure, management, performance 
record, discount.   Core Banding Exceptions (CBE):  Exceptions to the standard +/-6% bands may be granted by the 
Investment Review Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the 
respective company's debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands 
as they relate to the rating. When such exceptions apply, they will be identified in the Company Disclosures table in the 
relevant research piece.  

http://www.ubs.com/disclosures
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Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not 
registered/qualified as research analysts with FINRA. Such analysts may not be associated persons of UBS Securities LLC and 
therefore are not subject to the FINRA restrictions on communications with a subject company, public appearances, and 
trading securities held by a research analyst account. The name of each affiliate and analyst employed by that affiliate 
contributing to this report, if any, follows. 

UBS Securities LLC:  Julien Dumoulin-Smith; Jerimiah Booream, CFA; Mark Piorkowski, CPA.   

Company Disclosures 

Company Name Reuters 12-month rating Short-term rating Price Price date 

TerraForm Power, Inc.4, 6, 16 TERP.O Sell N/A US$12.17 20 Jan 2017 

Source: UBS. All prices as of local market close. 
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock 
pricing date 
4. Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking 

services from this company/entity or one of its affiliates. 
6. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and investment 

banking services are being, or have been, provided. 
16. UBS Securities LLC makes a market in the securities and/or ADRs of this company. 

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set 
of disclosure statements associated with the companies discussed in this report, including information on valuation and risk, 
please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: Investment Research. 
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Date Stock Price (US$) Price Target (US$) Rating 

2013-10-18 NaN - No Rating 
2015-03-02 34.3 38.0 Buy 
2015-04-21 41.68 - No Rating 
2015-04-22 42.15 46.0 Buy 
2015-06-23 39.18 49.0 Buy 
2015-07-21 33.71 52.0 Buy 
2015-08-05 29.18 39.0 Buy 
2015-08-07 25.24 34.0 Buy 
2015-08-25 20.16 30.0 Buy 
2015-11-16 13.13 14.0 Neutral 
2015-11-25 7.27 6.0 Sell 
2015-12-18 12.82 9.0 Sell 
2016-02-22 8.57 - No Rating 
2016-02-23 8.55 9.0 Sell 
2016-03-03 9.48 - No Rating 
2016-03-04 9.84 9.0 Sell 
2016-04-04 9.07 7.0 Sell 
2016-04-26 10.97 6.0 Sell 
2016-12-07 13.19 8.0 Sell 
2017-01-11 12.38 11.5 Sell 

Source: UBS; as of 20 Jan 2017 
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Global Disclaimer 
This document has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. 

Global Research is provided to our clients through UBS Neo and, in certain instances, UBS.com (each a "System"). It may also be made available through third party 
vendors and distributed by UBS and/or third parties via e-mail or alternative electronic means. The level and types of services provided by Global Research to a client may 
vary depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving communications, a client's risk profile and 
investment focus and perspective (e.g., market wide, sector specific, long-term, short-term, etc.), the size and scope of the overall client relationship with UBS and legal 
and regulatory constraints. 

All Global Research is available on UBS Neo. Please contact your UBS sales representative if you wish to discuss your access to UBS Neo. 

When you receive Global Research through a System, your access and/or use of such Global Research is subject to this Global Research Disclaimer and to the terms of 
use governing the applicable System. 

When you receive Global Research via a third party vendor, e-mail or other electronic means, your use shall be subject to this Global Research Disclaimer and to UBS's 
Terms of Use/Disclaimer (http://www.ubs.com/global/en/legalinfo2/disclaimer.html). By accessing and/or using Global Research in this manner, you are indicating that 
you have read and agree to be bound by our Terms of Use/Disclaimer. In addition, you consent to UBS processing your personal data and using cookies in accordance 
with our Privacy Statement (http://www.ubs.com/global/en/legalinfo2/privacy.html) and cookie notice (http://www.ubs.com/global/en/homepage/cookies/cookie-
management.html). 

If you receive Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a derivative 
work, transfer to any third party, or in any way commercially exploit any UBS research provided via Global Research or otherwise, and that you shall not 
extract data from any research or estimates provided to you via Global Research or otherwise, without the prior written consent of UBS.   

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or 
would subject UBS to any registration or licensing requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it 
a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either expressed or 
implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document ("the Information"), except with respect to 
Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markets or developments referred to in the 
document. UBS does not undertake to update or keep current the Information. Any opinions expressed in this document may change without notice and may differ or 
be contrary to opinions expressed by other business areas or groups of UBS. Any statements contained in this report attributed to a third party represent UBS's 
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation 
have not been reviewed by the third party. 

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor’s individual 
circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgement in 
making their investment decisions. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of 
investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed 
securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market conditions. Foreign currency rates of 
exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution or 
other enquiries, clients should contact their local sales representative. 

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily 
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising 
out of the use of all or any of the Information. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no 
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or 
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results. 

This document and the Information are produced by UBS as part of its research function and are provided to you solely for general background information. UBS has no 
regard to the specific investment objectives, financial situation or particular needs of any specific recipient. In no circumstances may this document or any of the 
Information be used for any of the following purposes: 

(i) valuation or accounting purposes; 

(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or 

(iii) to measure the performance of any financial instrument. 

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for 
any of the above purposes or otherwise rely upon this document or any of the Information. 

UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon which UBS 
relies, to manage potential conflicts of interest and control the flow of information within divisions of UBS and among its subsidiaries, branches and affiliates. For further 
information on the ways in which UBS manages conflicts and maintains independence of its research products, historical performance information and certain additional 
disclosures concerning UBS research recommendations, please visit www.ubs.com/disclosures. 

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management, which will also have sole discretion on the 
timing and frequency of any published research product. The analysis contained in this document is based on numerous assumptions. All material information in relation 
to published research reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings 
history etc. as required by the Market Abuse Regulation, can be found on NEO. Different assumptions could result in materially different results. 

The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, 
applying and interpreting market information. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS into other 
areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this document is determined exclusively by research management and senior 
management (not including investment banking). Analyst compensation is not based on investment banking revenues; however, compensation may relate to the 
revenues of UBS Investment Bank as a whole, of which investment banking, sales and trading are a part, and UBS's subsidiaries, branches and affiliates as a whole. 

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity 
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in 
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in 
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued 
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or 
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions 
expressed in this document. 

United Kingdom and the rest of Europe:  Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties 
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority.   France:  Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the ACPR 
(Autorité de Contrôle Prudentiel et de Résolution) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this 
document, the document is also deemed to have been prepared by UBS Securities France S.A.   Germany:  Prepared by UBS Limited and distributed by UBS Limited and 
UBS Europe SE. UBS Europe SE is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin).   Spain:  Prepared by UBS Limited and distributed by UBS 
Limited and UBS Securities España SV, SA. UBS Securities España SV, SA is regulated by the Comisión Nacional del Mercado de Valores (CNMV).   Turkey:  Distributed 
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by UBS Limited. No information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments and 
services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not 
licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other offering 
material related to the instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey without the 
prior approval of the Capital Market Board. However, according to article 15 (d) (ii) of the Decree No. 32, there is no restriction on the purchase or sale of the securities 
abroad by residents of the Republic of Turkey.   Poland:  Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce regulated by the Polish 
Financial Supervision Authority. Where an analyst of UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce has contributed to this document, the 
document is also deemed to have been prepared by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce.   Russia:  Prepared and distributed by UBS 
Bank (OOO).   Switzerland:  Distributed by UBS AG to persons who are institutional investors only. UBS AG is regulated by the Swiss Financial Market Supervisory 
Authority (FINMA).   Italy:  Prepared by UBS Limited and distributed by UBS Limited and UBS Limited, Italy Branch. Where an analyst of UBS Limited, Italy Branch has 
contributed to this document, the document is also deemed to have been prepared by UBS Limited, Italy Branch.   South Africa:  Distributed by UBS South Africa (Pty) 
Limited (Registration No. 1995/011140/07), an authorised user of the JSE and an authorised Financial Services Provider (FSP 7328).   Israel:  This material is distributed by 
UBS Limited. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. 
UBS Securities Israel Ltd is a licensed Investment Marketer that is supervised by the Israel Securities Authority (ISA). UBS Limited and its affiliates incorporated outside 
Israel are not licensed under the Israeli Advisory Law. UBS Limited is not covered by insurance as required from a licensee under the Israeli Advisory Law. UBS may 
engage among others in issuance of Financial Assets or in distribution of Financial Assets of other issuers for fees or other benefits. UBS Limited and its affiliates may 
prefer various Financial Assets to which they have or may have Affiliation (as such term is defined under the Israeli Advisory Law). Nothing in this Material should be 
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meaning of the Israeli Advisory Law, and this material must not be relied on or acted upon by any other persons.   Saudi Arabia:  This document has been issued by 
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