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»This is a historic moment for our two companies and
for the states we are privileged to serve. Electricity
demand is rising faster than it has in decades. Projects
are getting larger and more complex. We are bringing
NextEra Energy and Dominion Energy together
because scale matters more than ever — not for the
sake of size, but because scale translates into capital
and operating efficiencies.” - John Ketchum, CEO of
NextEra Energy

Deal Overview

e Acquirer: NextEra Energy, Inc. (NYSE: NEE)

e Target: Dominion Energy, Inc. (NYSE: D)

o Industry: Regulated Electric Utility

e Transaction amount: $66.8bn

e Announcement date: May 18, 2026

e Advisors to NextEra Energy: Lazard (lead financial
advisor), Bank of America and Wells Fargo
(financial advisors)

e Advisors to Dominion: Goldman Sachs, ].P. Morgan
(co-financial advisors)

1 Excluding NextEra Energy Resources (NEER), which operates across 27
states.

Deal Summary

NextEra Energy announced on 18 May 2026 that it
would acquire Dominion Energy in a $66.8bn all-
stock transaction, creating the world's largest
regulated electric utility by market capitalisation.
Upon completion, NextEra shareholders will hold
approximately 74.5% of the combined company,
which will continue to be led by NextEra CEO John
Ketchum.

The acquisition will extend NextEra's regulated
utility reach from its Florida base, where its Florida
Power & Light division serves roughly 6 million
customer accounts, into Virginia and the Carolinas,
where Dominion serves approximately 3.6 million
customers. This expansion complements NextEra's
nationwide renewable energy business, NextEra
Energy Resources (NEER), which already operates
across the United States. Following the acquisition,
more than 80% of the combined company's business
will consist of regulated utility operations. The
company expects annual regulatory capital
employed growth of approximately 11% across the
four states mentioned above with above-average
population and economic growth, supporting rising
electricity demand and infrastructure investment.

The combined company will be dual-headquartered
in Florida and Virginia, controlling more than 110
GW of power generation across natural gas, nuclear,
wind and solar. This is equivalent to nearly one-tenth
of the total installed capacity of the US power grid,
according to the US Energy Information
Administration's United States Electricity Profile
2024.

The deal is part of a broader consolidation wave in
the US energy sector, driven by surging electricity
demand from the rapid expansion of data centers
and Al infrastructure; the fastest demand growth
seen in two decades. According to the Financial
Times (6 July 2026), 77 power and utility M&A deals
were announced in the first five months of 2026,
compared with 157 in all of 2025, as utilities race to
gain the scale and capital needed to expand
generation and grid infrastructure. Recent
multibillion-dollar transactions include AES and
Constellation Energy.

Figure 1: Geographic expansion of NextEra's
regulated utility footprint following the
Dominion acquisition!
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Own depiction - based on company information
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Industry Overview - Regulated Electric Utility
The US electricity market is one of the largest
industries in the country, generating $514.8bn in
retail revenue in 2024, according to the US Energy
Information Administration, backed by a total asset
base of investor-owned utilities alone of over $2.1tn,
according to the Edison Electric Institute. Power
plants, transmission lines and distribution networks
require constant investment, making it one of the
most CAPEX-heavy sectors in the economy.

Despite its scale, the industry was characterised by
near-stagnant demand growth for over two decades.
From the early 2000s onwards, energy efficiency
improvements and the decoupling of electricity
demand from GDP growth kept annual electricity
demand growth below 1% despite continued
economic expansion. That changed abruptly. The Al
revolution and the broader electrification of the
economy have fundamentally altered the demand
outlook. Grid Strategies, which aggregates utility-
level forecasts, puts annual demand growth as high
as 5.7%, with data centers alone accounting for 55%
of that figure. The Electric Power Research Institute
estimates data centers could consume up to 9% of
total US electricity generation by 2030, up from 4%
in 2023. Bank of America Global Research projects a
2.5% CAGR through 2035, five times the 0.5% CAGR
of the previous decade.

Demand is also supported by reshoring of industrial
production and broader electrification (see Figure
2).

Figure 2: Key Drivers of US Electricity
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Reshoring of industrial production
and the build-out of new domestic
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Population Growth

Historically a key driver, population
growth today contributes
comparatively little to demand
growth. Efficiency gains in lighting,
appliances and buildings largely offset
the additional consumption from a
growing population.
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Rising adoption of electric vehicles
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heating and appliances are adding
significant new load. EVs alone are

projected to contribute an additional
+113 TWh by 2030.
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The US electricity market is not a single national one;
it is rather a patchwork of regional systems, each
governed by its own regulatory framework. At the
federal level, the Federal Energy Regulatory
Commission (FERC) oversees wholesale electricity
markets and interstate transmission, while state
utility commissions regulate retail -electricity,
including setting allowed returns on equity (ROE).

Beyond this regulatory framework, the market
comprises investor-owned utilities, municipal
utilities, rural cooperatives and federal power

programmes, with most operating at only one stage
of the electricity value chain.

In the electricity value chain, profitability shifts
towards the end of the chain, the opposite of the oil
and gas industry, where upstream activities tend to
capture the highest margins. Generation is the most
competitive, lowest-margin segment, exposed to
volatile fuel and market prices. Transmission and
distribution, by contrast, function as natural
monopolies with regulator-guaranteed returns.

Figure 3: The Electricity Value Chain
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Own depiction - based on company information

The electricity value chain is dominated by two
broad types of market participants: regulated
utilities and independent power producers (IPPs).
While regulated utilities typically own transmission
and distribution networks alongside regulated
generation assets, [PPs primarily compete in
electricity generation.

Regulated Utilities operate as regional monopolies.
Their economics are defined by a simple formula:
Rate Base x Allowed Return. The rate base is the
value of assets a utility is permitted to earn a return
on, essentially its prudent capital investment, and
the allowed return is set by the state regulator,
averaging around 9.7% ROE in the US for rate cases
decided in 2023. Rate cases are typically decided
every 3-5 years.

Table 1: Authorized ROE for Regulated Electric
Utilities for selected US Jurisdictions

State Allowed ROE (%) | ROE Trend
Florida 10.95% T Rising
North 10.10% — Stable
Carolina

South 9.94% T Rising
Carolina

Virginia 9.80% T Rising
California 9.90% T Rising
New York 9.40% - Stable
Illinois 9.00% | Declining

US Average 9.70% T Rising
Source: Regulatory Research Associates and S&P
Global, 2023-2025

Notably, three of the four states in which the
combined company will operate show rising ROE
trends, while North Carolina remains stable. All four
have authorized ROEs above the national average of
9.70% (see Table 1), making the combined footprint
one of the most attractive regulated utility markets
in the US.

Regulated utilities are highly predictable businesses:
revenues are largely insulated from commodity
prices and regulators allow recovery of prudent
operating and financing costs. Returns are capped by
regulation, but the natural monopoly characteristics
of electricity networks create substantial barriers to
entry. Their stable cash flows and dividends make
them widely regarded as bond proxies.

Both Dominion and NextEra's core utility business,
Florida Power & Light (FPL), operate under this
model.

Unlike regulated utilities, IPPs sell electricity into
wholesale markets such as PJM, ERCOT and CAISO,
with profits driven by the spread between power
prices and generation costs. Within NextEra, this
model is represented by NextEra Energy Resources
(NEER), whose diversified generation portfolio
benefits directly from rising wholesale power prices.

This makes them far more volatile, but also far more
exposed to the current demand surge. Companies
like Vistra and Constellation Energy have benefited
enormously from rising capacity prices and Al-
driven load growth precisely because their revenues
move with the market. This flexibility also allows
IPPs to strike direct, long-term power purchase
agreements with hyperscalers: Microsoft signed a
20-year deal with Constellation in 2024, followed by
Meta in 2025.

Company Overview - NextEra Energy

NextEra Energy operates two fundamentally
different businesses under one roof. Florida Power &
Light (FPL) generated about 73% of NextEra's 2025
earnings, making it the company's core earnings
engine, while NextEra Energy Resources (NEER)
drives growth.
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FPL is the largest electric utility in Florida and one of
the largest in the US, serving approximately 12
million people through more than 6 million
customer accounts across most of Florida's east and
lower west coasts plus eight counties in the
northwest. As a regulated monopoly, FPL operates
under Florida's constructive regulatory framework,
recently securing a 10.95% allowed ROE through
2029 (see Table 1). Following the Dominion
acquisition, this regulated footprint expands beyond
Florida for the first time into Virginia, North Carolina
and South Carolina.

NEER is one of the largest renewable energy
operators globally, with more than 40 GW of
installed capacity across wind, solar and battery
storage. The development backlog consists of nearly
30 GW, including more than 6 GW specifically
intended to serve technology and data center
customers. Unlike FPL, most NEER projects are
backed by long-term power purchase agreements
typically lasting 10 to 20 years, locking in pricing
before construction and producing predictable cash
flow once operational despite operating in a
competitive market.

Government support also plays a role in NEER's
economics: the Inflation Reduction Act's investment
tax credit for onshore wind and solar starts at 30%
and can reach up to 70% for smaller projects
meeting certain criteria. Roughly 30% of NextEra's
overall growth comes from NEER, which has
materially benefited from these clean energy tax
credits.

On FPL's regulated side, competition is structurally
limited, since each utility operates as a monopoly
within its own assigned territory. Florida itself has
multiple such territories: alongside FPL, Duke
Energy Florida serves 1.9 million customers in the

Orlando and Tampa Bay area and Tampa Electric
covers another region. The relevant peer
comparison is therefore other large regulated
utilities such as Duke Energy and Southern
Company, both expanding their own regulated and
renewable platforms in the Southeast. NEER, by
contrast, competes in an open market rather than an
assigned territory: it competes directly with
Constellation Energy, now the largest pure-play /PP
in the US after acquiring Calpine, alongside NRG
Energy and renewable specialists like Invenergy.

From a financial perspective, NextEra's capital
expenditure averages close to $40bn per year
through 2030, reflecting the substantial growth
investments required across both its regulated and
competitive businesses. To put this in context,
NextEra's roughly $40bn in annual capital
expenditure equals about 18% of its $221bn total
asset base (Q1 2026). Crucially, this is
overwhelmingly growth capital rather than
maintenance spending: FPL's 2026 capital
investment is guided at $12-13bn, up from $8.9bn in
2025, driven largely by data center demand, while
NEER's roughly $15bn funds entirely new wind,
solar and storage projects.

S&P expects NextEra's adjusted debt-to-EBITDA
ratio to average around 4.5%, broadly in line with the
sector, where most large regulated utilities operate
with similarly high leverage given their capital-
intensive, asset-heavy business model. It also
projects funds-from-operations to cash interest
coverage of roughly 4x, well above the level S&P
typically requires to maintain investment-grade
status.

Company Overview - Dominion Energy
Dominion Energy operates through three segments:
Dominion Energy Virginia, Dominion Energy South

Carolina, and a smaller Contracted Energy segment
for non-regulated renewables.

Dominion Energy Virginia serves approximately 2.8
million residential, commercial, industrial and
governmental customers in Virginia and North
Carolina, while Dominion Energy South Carolina
serves approximately 0.8 million electricity
customers plus 0.5 million natural gas customers. In
total, the company's asset portfolio includes
approximately 30.7 GW of electric generating
capacity, 10,800 miles of transmission lines and
80,400 miles of distribution lines.

Dominion's most strategically significant feature is
its position as the main power supplier to Northern
Virginia's "Data Center Alley". This area is widely
regarded as the world's largest data center hub.
Industry and government sources commonly state
that up to 70% of global internet traffic is created or
routed through the region, although more recent
analyses suggest the true share is likely lower due to
the expansion of global data center infrastructure.

Eighty percent of Virginia's data center industry is
concentrated in just three counties, Loudoun, Prince
William and Fairfax, with Loudoun County alone
accounting for roughly half of the state's data center
footprint.

As a result, Dominion's load zone (DOM) is by far
PJM's fastest-growing zone, with infrastructure
strain felt across PJM's entire 13-state footprint.
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Figure 5: Northern Virginia - Data Center Alley
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This growth comes with a structural side effect: PJM
has mandated major transmission and substation
upgrades to keep pace with data center demand, and
Dominion has submitted dozens of corresponding
project proposals. For Dominion, these investments
expand its regulated rate base, and with it, allowed
earnings, even as they push up bills for ratepayers in
the region.

Financially, Dominion's total assets stood at
$115.86bn in 2025. Its credit metrics are notably
more stretched than NextEra's: Dominion's debt-to-
EBITDA stands at roughly 6.3x, compared with
NextEra's 4.5x, while its interest coverage stands at
around 2.4x.

Deal Structure

While the transaction is legally structured as an all-
stock merger, it is more accurately characterised as
an acquisition, with Dominion shareholders
receiving 0.8138 NextEra shares for each share held,
implying a value of $75.97 per share at
announcement, a premium of approximately 23% to
the previous closing price. To fund the share
consideration, NextEra will issue approximately 716
million new shares, increasing its total shares
outstanding by roughly 34%. Upon completion,
NextEra shareholders will hold approximately
74.5% of the combined company, with Dominion
shareholders receiving the remaining 25.5%. Upon
closing, Dominion shareholders will additionally
receive a one-time cash payment of $360 million and
continue to collect Dominion's current quarterly
dividend in the run-up to completion.

On announcement day, Dominion shares jumped
nearly 15% in pre-market trading, while NextEra
shares fell approximately 2%, a typical acquirer
discount reflecting dilution concerns and deal
execution risk. Since then, Dominion shares have
continued to appreciate trading slightly above $70
by late July, as the market increasingly prices in deal
completion.

While the all-stock structure avoids raising new
debt, it does not change the fact that the combined
entity enters the merger carrying a substantial
existing debt load: the transaction implies an EV of
approximately $124bn, including $56.7bn in debt.
That makes the management of the existing debt
even more important.

The deal is expected to be immediately accretive to
adjusted earnings per share at closing, with NextEra
targeting 9%+ adjusted EPS growth through 2032
and maintaining that target through 2035, off its

2025 base. On the dividend side, NextEra has guided
for an attractive annual dividend growth policy of
6% through 2028, resulting in an expected payout
ratio below 55% by 2030.

Potential Risks & Upsides

The deal is likely to face intense scrutiny from
regulators, consumer advocates and politicians.
While the transaction has been unanimously
approved by the boards of both companies, it is still
subject to shareholder approval, antitrust clearance,
and approvals from the Federal Energy Regulatory
Commission, the Nuclear Regulatory Commission,
and the relevant state utility commissions. The
companies expect the acquisition to close within 12
to 18 months.

Critics argue that the transaction would further
increase market concentration and could ultimately
lead to higher electricity prices for consumers: a
combined entity serving nearly 10 million customers
across four states raises legitimate questions about
pricing power and grid reliability. With NextEra
already the largest regulated utility in the country,
further consolidation may prompt pushback from
state utility commissions.

One concrete instance is that on 29 June 2026, US
Senator Angus King (Maine) formally urged the
Federal Energy Regulatory Commission to reject the
deal, arguing that the combined entity's mix of
market-based and regulated generation,
transmission, and load-pocket exposure would give
it strong incentives to influence regional markets.

Another recent example of the heightened scrutiny
came in July 2026, when Virginia lawmakers called
for a special legislative session to extend the
regulatory review period for the proposed
acquisition.
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The concern is particularly acute in Virginia because
Dominion's service territory includes Northern
Virginia's "Data Center Alley", the world's largest
concentration of data centers. The region already
accounted for roughly 40% of the state's total
electricity consumption in 2024, driving up rates for
ordinary residents in the process.

More broadly, retail electricity prices across the US
have increased noticeably over the past five years,
making affordability a politically sensitive issue at
exactly the moment this deal is being reviewed. As
the adjacent chart shows, Virginia has been hit
hardest among the four deal states, with prices rising
12.5% year-over-year as of April 2026, a direct
consequence of the data center boom outpacing the
grid's ability to keep up.

On the balance sheet side, Dominion brings over
$44bn in long-term debt into the merger, adding to
an already capital-intensive combined structure.
While the all-stock nature of the deal avoids raising
new debt, integrating two organisations of this scale
carries execution risk, and any delays in regulatory
approvals could push the closing timeline well
beyond the projected 12 to 18 months.

However, the strategic logic behind the deal is
compelling. The surge in electricity demand driven
by Al infrastructure and data center expansion

creates a structural tailwind that benefits scale
players disproportionately.

Operationally, the merger unlocks meaningful

efficiencies in procurement, construction and
financing that smaller utilities simply cannot
achieve. For customers, NextEra has committed to
$2.25bn in bill credits for Dominion's customers in

Virginia, North Carolina and South Carolina in the

two years following close. And for investors, the
combination offers a rare mix of regulated earnings
stability, visible EPS growth and a clearly guided
dividend trajectory, making the case that bigger, in
this instance, genuinely means better.

This distinction offers one way to interpret the deal.
Regulated utilities provide something IPPs cannot: a
guaranteed return on every dollar invested into the
grid. As demand surges and the need for new
infrastructure grows, a larger rate base translates
directly into more allowed earnings, locked in by
regulators rather than exposed to market prices.
Acquiring Dominion could thus be seen as a way to
scale the safer, more predictable side of NextEra's
business, at a moment when predictable growth is in
particularly high demand.

Figure 6: Virginia Is Catching Up Fast: Data Centre Demand Is Reshaping Electricity Prices
US average price (2020-2025) vs. the four deal states (April 2025 vs. April 2026), log scale
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