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Executive Summary

This report? has been commissioned by Bernhard Capital Partners (BCP) to estimate the
economic impact of the acquisition of New Mexico Gas Company by BCP-managed
funds on the New Mexico economy.

In August 2024, Emera Inc. (Emera) (TSX:EMA), an international energy and services
company, announced it had enfered info an agreement to sell its wholly-owned
operating company, New Mexico Gas Company, Inc. (NMGC), to BCP, a services and
infrastructure-focused private equity management firm, for an aggregate fransaction
value of $1.252 billion USD, including the assumption of approximately $500 million in
debt and subject to customary closing adjustments.?

The transaction is subject to regulatory approval by the New Mexico Public Regulation
Commission (“NMPRC") and pursuant to the Hart-Scott-Rodino Antitrust Improvements
Act. The ftransaction is expected to close in late 2025 but will not close before
September 30, 2025, unless otherwise authorized by the NMPRC.*

Assessment of economic impact is an important part of the regulatory approval
process. The purpose of this report is to outline the economic impacts of BCP's
acquisition of NMGC on the economy of New Mexico.

Economic impact analysis seeks to measure the impact on the local economy from
new economic activity associated with a new project. The primary economic impacts
of BCP's Acquisition of NMGC were estimated using IMPLAN economic modeling
software and are based on economic activity occurring in Bernalillo County, New
Mexico. Spillover effects to the rest of the counties in New Mexico were measured using
Multi-Regional Input-Output (MRIO). IMPLAN has been a standard tool for academic
and professional economists for decades.” The methods used to produce IMPLAN's
economic data set and economic impact estimates have been widely studied in
professional publications as well as in peerreviewed academic journals. The
methodology embedded in IMPLAN is considered standard practice in economics.

2 This report was prepared by the authors in their private capacity. The opinions expressed are
the authors’ own and may not be shared by the views of the Board of Regents and
administration of New Mexico State University.

® (Bernhard Capital Partners, 2024)

* (Bernhard Capital Partners, 2024)

® (Clouse, 2020)
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JA Exhibit CAE-1
Page 5 of 18

The primary impact of the proposed acquisition is 51-61 net new full-time equivalent
(FTE)® jobs in New Mexico, all anticipated to be located in Bernalillo County. These back
office jobs arise from BCP’s relocation of employees to New Mexico. NMGC's current
parent company, Emera, has centralized business operations outside of New Mexico. As
a result of BCP's acquisition, these operations would be relocated to New Mexico, thus
generating an economic impact in the state.

BCP provided two scenarios regarding the level of net new job creation in New Mexico:
Scenario 1 - High FTE and Scenario 2 - Low FTE. Additionally, BCP has proposed the
implementation of a $5,000,000 economic development grant to support community
and economic development in New Mexico. Table 1 summarizes our main economic
impact estimates for both scenarios, and of the proposed economic development
grant. It should be noted that both scenarios reflect recurring impacts. Net new jobs will
be ongoing jobs for the foreseeable future, continuing as long as NMGC is a going
concern.

Table 1: Annual Economic Impact on New Mexico of BCP's Acquisition of NMGC,

High FTE and Low FTE Scenarios, and Economic Development Grant

Scenario 1 Scenario 2 $5M Economic

High FTE Low FTE Development Grant ’

Direct Jobs 64 52 33
Total Jobs 162 150 54
Labor Income $13,191,679 $13,111,862 $3,739,897
Value-Added Production $22,694,302 $22,522,394 $4,907,739
Economic Output $40,376,364 $40,048,926 $8,609,323
Total Taxes $5,107,741 $5,066,709 $1,192,139
Local $611,524 $605,196 $101,958
State $1,623,242 $1,607,087 $274,034
Federal $2,872,975 $2,854,427 $816,147

¢ IMPLAN models present both full- and part-time jobs based on the typical ratio of these job
types for a particular industry. Industry specific conversion figures were used to adjust FTE job
figures to total job figures. This accounts for higher direct job figures used in our analysis, and is
explained fully in the methodology section.

7 Resulting impacts of the economic development grant and the programs the grant would
support are not included, only grant expenditures. Resulting impacts of economic development
grants can be significant, but can also vary greatly. For this reason they were excluded from our
calculations. Broader estimates are included in the methodology section for reference.

Economic mpact on New Mexico of BCP's Acquisition of NM Gas Company Pdgez
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Introduction

In August 2024, Emera Inc., an international energy and services company, announced
it had entered info an agreement to sell its wholly-owned subsidiary, New Mexico Gas
Company, Inc. (NMGC), to BCP, which is a services and infrastructure-focused private
equity management firm. The aggregate transaction value is $1.252 billion, including the
assumption of approximately $500 million in debt and subject to customary closing
adjustments.?

The transaction is subject to regulatory approval by the New Mexico Public Regulation
Commission (*NMPRC”) and pursuant to the Hart-Scott-Rodino Antitrust Improvements
Act. The ftransaction is expected to close in late 2025 but will not close before
September 30, 2025, unless otherwise authorized by the NMPRC.” Assessment of
economic impact is an integral part of the regulatory approval process. The purpose of
this report is to outline the economic impacts of BCP's acquisition of NMGC on New
Mexico.

8 (Bernhard Capital Partners, 2024)
’ (Bernhard Capital Partners, 2024)
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Methodology

Economic Impact Analysis seeks to measure the impact on the local economy from
economic activity associated with a new project. New economic activity often refers to
new spending or employment associated with a new business or the expansion of an
existing business. In this case, the economic impacts of this project include 51-61 net
new FTE jobs resulting from additional operational activities in New Mexico, primarily
back-office functions. NMGC's current parent company, Emera, has some centralized
operations currently housed outside of New Mexico. As a result of BCP's acquisition of
NMGC, these operations would be relocated to New Mexico, thus generating a new
economic impact in the state.

Economic impacts are composed of three parts: direct effects, indirect effects, and
induced effects. Direct effects stem from the inifial change in economic activity
associated with new spending. For this study, direct effects include net new
employment. As a result of the direct effects, additional spending occurs in other
industries, such as business services and software providers. The total of this secondary
spending is categorized as the indirect effect. The economic activity from the direct
and indirect effects supports employees who then spend their wages in the local
economy. This spending is referred to as the induced effects. Together, the direct,
indirect, and induced effects comprise the total economic impact of the analysis. The
main idea behind economic impact analysis is that a new dollar spent in a local area
results in more than one dollar in economic activity in the area.

The project’s economic impacts were estimated using IMPLAN economic modeling
software.”® IMPLAN has been a standard tool for academic and professional
economists for decades.'' The methods used to produce IMPLAN's economic data set
and economic impact estimates have been widely studied in professional publications
and peer-reviewed academic journals. The methodology embedded in IMPLAN is
considered standard practice in economics.

Economic impacts were measured in terms of changes in output, value-added
production, labor income, and employment. Figure 1 shows the subcomponents of
output and value-added production, also referred to as the Leontief Production
Function. Output is the dollar value of total production generated by an industry and

"9 (IMPLAN, 2023)
" (Clouse, 2020)

conomic Impact on New Mexico of BCP's Acquisition of NM Gas Company | Page 4
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can be thought of as total revenue for a particular industry or industries. Infermediate
inputs are goods and services used in production and purchased from other industries.
Value-added production is the contribution from economic activity to gross domestic
product. The value of infermediate inputs plus value-added production adds up to total
output. Business profits are included under proprietor income and other property
income.

Figure 1: Components of Economic Output”

Valve Added

Labor Income

Taxes on
Production and

Intermediate Employee Proprietor

Inputs Compensation Income Income
Imports

Other Property

The economic impacts presented in this analysis include direct, indirect, and induced
impacts. All tferms are defined in the Glossary at the end of this document. The primary
economic impacts are based on project activity occurring in Bernalillo County, New
Mexico. Spillover effects between counties in New Mexico are estimated using
Multi-Regional Input-Output (MRIO) analysis. Impact figures are presented for New
Mexico as a whole. Employment refers to full- and part-time jobs. Dollar impacts are
presented in 2024 dollars. Components may not sum to totals due to rounding.

Table 2 shows the industry codes used in the IMPLAN Model for each job role provided
by BCP. Job role industry-specific codes were used instead of NMGC's broader IMPLAN
industry code (48 - Natural gas distribution) because of the nature of the jobs to be
created. Since the jobs that will be relocated to New Mexico will not materially change
NMGC'’s total natural gas sales and are primarily back-office functions, such as
accounting, biling, administration, human resources, and information technology, the
IMPLAN codes shown in Table 2 were determined to be a more accurate
categorization for the employment impact.

12 (Lucas, 2023)

Economic Impact on New Mexico of BCP's Acquisition of NM Gas Company | Page
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Table 2: IMPLAN Industry Codes for BCP’s New Job Roles in New Mexico

IMPLAN _
Job Role Code IMPLAN Industry Description
Information 461 Other computer-related services, including facilities
Technology management
Finance and 456 Accounting, tax preparation, bookkeeping, and payroll
Accounting services
Human . .
462 Management consulting services
Resources
Other 456 Accounting, tax prepcroﬂor'w, bookkeeping, and payroll
services

BCP provided two scenarios regarding the level of net new job creation in New Mexico:
Scenario 1 - High FTE and Scenario 2 - Low FTE. The jobs data provided for these
scenarios by BCP were in full-time equivalent (FTE) employment terms. IMPLAN models
present both full- and part-fime jobs based on the typical ratio of these job types for the
particular industry. FTE figures were converted to total jobs using the conversion factors
shown in Table 3." Tables 4 and 5 summarize the inputs included in each scenario.

Table 3: FTE to Total Employment Conversion Ratios by IMPLAN Industry Code

IMPLAN FTE to Total
IMPLAN Industry Description o foid

Code Employment Ratio

461 Other computer-related services, including facilities 0.959726138

management

454 Accounting, tax preparo’rior_w, bookkeeping, and 0.95967279
payroll services

462 Management consulting services 0.95967279

Accounting, tax preparation, bookkeeping, and

. 0.95967279
payroll services

456

'3 FTE-to-Total employment ratios are used to convert FTE job figures to Total Job Figures to be
used in an IMPLAN model by dividing the FTE job figure by the FTE-to-Total employment ratio. For
example, 41 FTE jobs in IMPLAN Industry Code 461 are converted fo Total Employment figures
using the following calculation: 41/0.959726138 = 43 (IMPLAN, 2023)

Economic mpact on New Mexico of BCP's Acquisition of NM Gas Company Pdge 6
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Table 4: Model Assumptions for Scenario 1- High FTE

Job Role New FTE Jobs  NeW Total - Labor
Jobs Income
Information Technology 4] 43 $5,380,020
Finance and Accounting 12 13 $1,487,160
Human Resources 4 4 $437,400
Other 4 4 $437,400
Total 61 64 $7.741,980

Table 5: Model Assumptions for Scenario 2 - Low FTE

Job Role New FTE Jobs  NeW Total - Labor
Jobs Income
Information Technology 35 36 $5,294,065
Finance and Accounting 11 11 $1,705,973
Human Resources 3 3 $489,816
Other 2 2 $215,498
Total 51 52 $7,705,352

Page 10 of 18

BCP has proposed the implementation of a $5,000,000 economic development grant to
support community and economic development in New Mexico. The economic impact
from the economic development grant arises from two sources. First is the impact from
IMPLAN Industry Code 462 - Management
consulting services was used to calculate the impact of this component. In our analysis,

the administration of the grant itself.

we assume grants are awarded throughout New Mexico, not specifically in Bernalillo
County.

The second impact from economic development grants stems from the jobs created
from the programs supported by the grant. The cost of creatfing a job can vary
substantially by program. For example, two New Mexico economic development
programs—New Mexico Economic Development Department’s Job Training Incentive
Program (JTIP) and Local Economic Development Act (LEDA)--have been able to
support job creation at costs ranging from $4,000 to $15,000 per job during the period FY
2018-FY 2023."

' (Nair et al., 2023)

>P's Acquisition of NM Gas Cc

mpany

Page?7
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Assuming an average job creation cost of $10,000 per job, $5,000,000 in economic
development grants would support the creation of 500 jobs. The resulting economic
impact of these 500 jobs would vary widely based on the industry and nature of these
jobs, thus complicating specific economic impact estimations. However, it is
appropriate to assume that if this economic development grant is administered
effectively and grant recipients can achieve typical job creation results ($10,000 per
job), the impact of the proposed economic development grant would be significant-
roughly a 15 times greater job impact than the operational impacts alone.

conomic Impact on New Mexico of BCP's Acquisition of NM Gas Company ‘ Pdgea
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Analysis of Impacts

The estimated impacts of BCP's acquisition of NMGC on New Mexico for each of the
two scenarios, and the proposed economic development grant are shown in Tables 6
through 11. Estimates assume that new jobs will be located in Bernalillo County, and
that economic development grants will be awarded throughout New Mexico. The jobs
in both scenarios are ongoing, so the impacts are annual rather than one-time. The jobs
from the economic development grant would represent one-fime impacts, and in
practice, may spread over several years. Results of the programs supported by the
proposed economic development grants are not included in this analysis (the reasons
are discussed in detail in the methodology section). The economic impacts are shown
in Tables 6 (high FTE scenario), 7 (low FTE scenario), and 8 (economic development
grant). Tables 9 (high FTE scenario),

10 (low FTE scenario), and 11 (economic

development grant) show annual tax impacts.

Table 6: Annual Economic Impact on New Mexico, BCP’s Acquisition of NMGC,
Scenario1- High FTE

Impact Employment Labor Income Value Added Output
Direct 64 $7.,741,980 $13,297,085 $23.,365,454
Indirect 51 $2,996,686 $4,662,920 $8,838,335
Induced 47 $2,453,013 $4,734,298 $8.,172,575
Total 162 $13,191,679 $22,694,302 $40,376,364

Table 7: Annual Economic Impact on New Mexico, BCP’s Acquisition of NMGC,

Scenario 2 - Low FTE

Impact Employment Labor Income Value Added Output
Direct 52 $7.,705,352 $13,196,289 $23,167,919
Indirect 50 $2,968,320 $4,620,415 $8,757.813
Induced 47 $2,438,190 $4,705,691 $8,123,194
Total 150 $13,111,862 $22,522,394 $40,048,926

Economic Impact on New Mexico of BCP's
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Table 8: Total Economic Impact on New Mexico,
BCP's Proposed Economic Development Grant

Impact Employment Labor Income Value Added Output
Direct 33 $2,661,564 $2,931,430 $5.000,000
Indirect 9 $461,359 $748,963 $1,452,590
Induced 12 $616,973 $1,227,346 $2,156,733
Total 54 $3,739,897 $4,907,739 $8,609,323

Table 9: Annual Tax Impact on New Mexico, BCP’s Acquisition of NMGC,

Scenario1- High FTE

Impact Local State Federal Total
Direct $382,754|  $1,014,532|  $1,682,656 $3,079,943
Indirect $98,562 $270,086 $632,177|  $1,000,825
Induced $130,208 $338,624 $558,141 $1,026,973
Total $611,524|  $1,623,242 $2,872,975 $5,107,741

Table 10: Annual Tax Impact on New Mexico, BCP's Acquisition of NMGC,

Scenatrio 2 - Low FTE

Impact Local State Federal Total
Direct $378,189 $1,003,068| $1,673,409| $3,054,665
Indirect $97.,586 $267,440 $626,249 $991,276
Induced $129,421 $336,578 $554,769|  $1,020,768
Total $605,196  $1,607,087| $2,854,427| $5,066,709

Table 11: Total Tax Impact on New Mexico,

BCP's Proposed Economic Development Grant

Impact Local State Federal Total
Direct $50,166 $144,219 $559,937 $754,322
Indirect $14,248 $38,142 $105,061 $157,451
Induced $37.544 $91,673 $151,148 $280,366
Total $101,958 $274,034 $816,147 $1,192,139

Eco

nomic Impact on New Mexico of BCP's

Acquisition of NM Gas Company
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Conclusion

In August 2024, Emera Inc. (Emera) (TSX:EMA), an international energy and services
company, announced it entered info an agreement to sell its wholly-owned operating
company, New Mexico Gas Company, Inc. (NMGC), to BCP, a services and
infrastructure-focused private equity management firm, for an aggregate transaction
value of $1.252 billion USD, including the assumption of approximately $500 milion USD
of debt and subject to customary closing adjustments.'® The transaction is subject to
regulatory approval by the New Mexico Public Regulation Commission (“NMPRC") and
pursuant to the Hart-Scoft-Rodino Antitrust Improvements Act. The transaction is
expected to close in late 2025 but will not close before September 30, 2025, unless
otherwise authorized by the NMPRC."

The purpose of this report is to outline the economic impacts of BCP's acquisition of
NMGC on New Mexico. Two scenarios were provided by BCP on net new job creation
for New Mexico in full-time equivalent (FTE) employment terms: Scenario 1 - High FTE,
and Scenario 2 - Low FTE. Additionally, BCP has proposed the implementation of a
$5,000,000 economic development grant to support community and economic
development in New Mexico. Table 12 summarizes our main economic impact
estimates for both scenarios, and of the proposed economic development grant. It
should be noted that both scenarios reflect recurring impacts. Net new jobs will be
ongoing jobs for the foreseeable future, continuing as long as NMGC is a going
concern.

'S (Bernhard Capital Partners, 2024)
' (Bernhard Capital Partners, 2024)

Economic In pact on New Mexico of BCP's Acquisition of NM Gas Co oany Page “
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Table 12: Estimated Economic Impact on New Mexico of BCP's Acquisition of NMGC,

High FTE and Low FTE Scenarios, and Economic Development Grant

Scenario 1 Scenario 2 $5M Economic

High FTE Low FTE Development Grant "’

Direct Jobs 64 52 33
Total Jobs 162 150 54
Labor Income $13,191,679 $13,111,862 $3.739,897
Value-Added Production $22,694,302 $22,522,394 $4,907,739
Economic Output $40,376,364 $40,048,926 $8,609,323
Total Taxes $5,107,741 $5,066,709 $1,192,139
Local $611,524 $605,196 $101,958
State $1,623,242 $1,607,087 $274,034
Federal $2,872,975 $2,854,427 $816,147

7 Resulting impacts of the economic development grant and the programs the grant would
support are not included, only grant expenditures. Resulting impacts of economic development
programs can be significant, but can also vary greatly. For this reason they are excluded from
our calculations. Broader estimates are included in the methodology sections for reference.

Economic Impact on New Mexic

o of BCP's Acquisition of NM Gas Com

bany | Page12
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Glossary

Direct effects are the immediate (or first-round) consequences of a change in
economic activity or policy. For example, if a firm spends $1 million on the construction
of a new building, the direct effect on output (sales) in the construction sectoris $1
million. If eight workers are employed in the construction of the building, then those
eight workers are also a direct effect.

Employment refers to jobs. Jobs may be full- or part-time, and a single worker may be
employed at multiple jobs.

Indirect effects occur as industries purchase inputs from other industries. If a construction
project requires steel beams, there will be indirect effects on iron mining and
coke-producing industries.

Induced effects result from households spending the wage and salary income received
by those employed directly or indirectly on a new activity.

Input-output model refers to a type of economic model designed to capture
relationships among industries and ultfimate consumers.

Intermediate spending refers to the demand of industry for the goods and services
produced by other industries that will be used in the production process.

Labor income consists of employee compensation (including benefits), supplements to
wages and salaries (such as employer contributions to pension funds), and proprietor’s
income.

Multi-Regional Input-Output (MRIO) expands the region of study to include more than
one region of study, allowing for spillover effects to be calculated between regions.

Output refers to gross industry sales or expenditures, depending on the consequences.
Total effects refer to the sum of direct, indirect, and induced effects.

Value added refers to the change in value of a good or service during each stage of
production. Gross Domestic Product is a value-added concept.'

'8 (NIPA Handbook: Concepts and Methods of the U.S. National Income and Product Accounts
| U.S., 2021)

onomic Impact on New Mexico of BCP's Acquisition of NM Gas ompany Page]‘
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