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A Flurry of Power Deals to Focus Attention on Ratepayer Securitizations

Utility firms will increasingly look to the ratepayer securitization market to

fund infrastructure buildouts. Utilities need to bolster capacity, especially  Stav Gaon

amid the rapid rise in data center power demand. Issuing ratepayer reduction  +1(646) 768-9173

bonds can leverage existing legislative frameworks that are now in place  83°n@academysecurities.com

across many states (Figure 1). Headquarters Address:

State-level ratepayer securitization law is a necessary condition for any  Academy Securities, Inc.
e . . 622 Third Avenue, 12th Fl

regulated utility to tap the securitization market. But states may need e [ SaE

to broaden the legislation scope to allow utilities to fund infrastructure '

investments beyond traditional categories, such as storm recovery or coal

plant retirements. Enacting new securitization laws, or expanding the

definitions of aspects such as “energy transition costs” in existing legislation, are two approaches

legislators may take.

Figure 1. States With Ratepayer Bonds Issuance

Source: Bloomberg and Academy Securities
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A flurry of power deals underscores the focus on the ratepayer sector. Blackstone’s $5.7 billion
purchase of New Mexico utility owner TXNM Energy this week is the latest example of elevated
dealmaking activity in the utility space. This comes amid a significant rise in power consumption
demand. Data centers construction is a key driver. The TXNM acquisition statement cited the
rapidly changing energy environment, and New Mexico’s transition to clean energy. Interestingly,
the statement also noted that customer rates will continue to be set by state regulators. Further,
Blackstone doesn’t anticipate increasing TXNM'’s leverage levels to fund the purchase. All told,
state and federal commissions, including New Mexico Public Regulation Commission (NMPRC),
remain critical in setting utility rates, and their potential securitization.

Ratepayer Deal Building Blocks: Securitization Acts and Financing Orders

Energy transition funding via securitization mostly has been focused on retirements of old
power stations. The $305 million Cleco Securitization Il, issued in March 2025, is the most recent
example (Figure 2). The ratepayer bonds deal will reimburse the Louisiana utility Cleco with costs
associated with the retirement of the Dolet Hills Power Station and the closure of the Dolet Hills
and Red River Mine-Oxbow reserve mines that served the plant. Previous examples of ratepayer
securitization deals related to retirement of generation sites include the $646.7 million DTE
Electric Securitization Funding Il issuance in October 2023, and the $343.2 million PNM Energy
Transition Bond issuance in November 2023.

Figure 2. Recent Ratepayer Securitization Issuance

Balance

Deal Utilit Date Type State Authorit
Y ($MMm) YP! Y
CLECO 2025 Cleco Power 305.0 March Transition LA Louisiana Public Service
2025 Commission
RG&E 2025 Rochester Gas & Electric 733 February Weather NY State of New York Public
2025 Service Commission
NYSEG 2025 New York State Electric & Gas 710.6 February Weather NY State of New York Public
Corporation 2025 Service Commission
SWEPCO 2024 Southwestern Electric Power Company 336.7 December Weather LA Louisiana Public Service
2024 Commission
AEE 2024 Union Electric Company d/b/a Ameren 476.1  December Transition MO Missouri Public Service
Missouri 2024 Commission
PCG Recov 2024 Pacific Gas & Electric (PG&E) 1,419.3 July Weather/ CA California Public Utilities
2024 Infrastructure Commission
DUK Progress 2024 Duke Energy Progress 177.4 April Weather SC Public Service Commission of
2024 South Carolina
EVRG 2024 Evergy Missouri West 331.1 February Weather MO Missouri Public Service
2024 Commission
VIRPFS 2024 Virginia Electric and Power Company 1,281.9 February Fuel VA Virginia Public Utility
(Dominion Energy) 2024 Commission
AQNCN 2024 Empire District Electric Company. d/b/a 305.5 January Transition/ MO Missouri Public Service
Liberty (Algonquin Power & Ultilities) 2024 Weather Commission
CMS 2023 Consumers Energy Company 646.0 December Transition/ Mi Michigan Public Service
2023 Stranded Costs Commission
PNM 2023 Public Service Company of New 343.2 November Transition NM New Mexico Public Regulation
Mexico 2023 Commission
DTE 2023 DTE Electric Company 646.7 October Transition Mi Michigan Public Service
2023 Commission
VVC 2023 Southern Indiana Gas & Electric 341.5 June Transition IN Indiana Utility Regulatory
2023 Commission
ATO 2023 Atmos Energy Corporation 95.0 June Weather KS State Corporation Commission
2023 of the State of Kansas

Source: Deal Documents, Bloomberg, and Academy Securities
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The recent Cleco securitization is secured by a ratepayer charge, created through the “Louisiana
Electric Utility Energy Transition Securitization Act.” Ahead of the Cleco deal, the Louisiana Public
Service Commission (LPSC) issued a specific Financing Order authorizing the charge (Order #U-
37213). As with all ratepayer securitization transactions, the two necessary legislative building
blocks are:

(1) Securitization law;

(2) Financing Order that a public service commission issues to authorize specific issuance.

Narrow Scope of Energy Transition Costs Poised to Expand

Securitization laws can address very specific securitization categories. For example, in Louisiana,
aside from the act that directly references “energy transition” and facilitated the Cleco deal, the
state also has a separate securitization act that legislate storm costs recovery — “Louisiana Electric
Utility Storm Recovery Securitization Act”. In turn, the PNM issuance in 2023 used New Mexico’s
“Energy Transition Act”. TXNM Energy, the utility Blackstone is buying, owns PNM.

Casual review of energy transition acts suggests a fairly narrow definition of “energy transition
costs” — the infrastructure costs the utility is looking to fund via securitization. For example, the
Louisiana legislation allows costs that are only associated with the retirement of a coal-fired or
lignite-fired electric generating facility that a utility owns. Still, legislation definitions are nuanced.
We cannot rule out that existing securitization laws could capture infrastructure investments that
go beyond just plant retirements. Alternatively, legislators may look to expand the definitions
or create new categories of energy transition costs, capturing aspects such as grid upgrades or
construction.

2 “Recovery Bonds: Diversifying Exposure Moves Beyond Disasters,” Securitized Products Special Topics, Academy Securities, February 7, 2024
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Disclaimer

Although certain information has been obtained from sources believed to be reliable, we do not guarantee
its accuracy, completeness or fairness. We have relied upon and assumed without independent verifica-
tion, the accuracy and completeness of all information available from public sources.

Views and opinions expressed are for informational purposes only and do not constitute a recommenda-
tion by Academy Securities for any purpose including buying, selling, or holding any security. Views and
opinions are current as of the date of this presentation and may be subject to change, they should not be
construed as investment advice.

This information discusses general market activity, industry or sector trends, or other broad-based busi-
ness, economic, market or political conditions and should not be construed as operational, research or
investment advice. This material has been prepared by Academy Securities and is not financial research
nor a product of Academy Securities. It was not prepared in compliance with applicable provisions of law
designed to promote the independence of financial analysis and is not subject to a prohibition on trading
following the distribution of financial research. The views and opinions expressed may differ from those
of Academy Securities. Investors are urged to consult with their financial advisors before buying or selling
any securities. This information may not be current and Academy Securities has no obligation to provide
any updates or changes.

Economic and market forecasts presented herein reflect a series of assumptions and judgments as of
the date of this presentation and are subject to change without notice. These forecasts do not take into
account the specific investment objectives, restrictions, tax and financial situation or other needs of any
specific client. Actual data will vary and may not be reflected here. These forecasts are subject to high
levels of uncertainty that may affect actual performance. Accordingly, these forecasts should be viewed
as merely representative of a broad range of possible outcomes. These forecasts are estimated, based on
assumptions, and are subject to significant revision and may change materially as economic and market
conditions change. Academy Securities has no obligation to provide updates or changes to these forecasts.
Case studies and examples are for illustrative purposes only.

Index Benchmarks

Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as
applicable, but do not reflect the deduction of any fees or expenses which would reduce returns. Investors
cannot invest directly in indices.

The indices referenced herein have been selected because they are well known, easily recognized by inves-
tors, and reflect those indices that the Investment Manager believes, in part based on industry practice,
provide a suitable benchmark against which to evaluate the investment or broader market described here-
in. The exclusion of “failed” or closed hedge funds may mean that each index overstates the performance
of hedge funds generally.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO
ANY PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR UNLAWFUL TO DO SO.

©Academy Securities, Inc.



