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Introduction
Thank you, members of the subcommittee, for inviting me to speak today.

My name is Ben Weintraut. I am a Ph.D. candidate in environmental economics at Duke
University and an affiliated researcher at Duke's Nicholas Institute for Energy, Environment &
Sustainability. I previously served as a Staff Economist at the White House Council of Economic
Advisers and worked as an Associate Economist at the Federal Reserve Bank of Chicago. My
research examines the effects of electric utility mergers as well as broader structural changes in
the U.S. power sector. The views expressed in this testimony are my own and do not necessarily
reflect those of Duke University or the Nicholas Institute.

What this testimony evaluates

In preparing my remarks, my focus has been on what economic principles and empirical
evidence can tell us about the key claims being weighed during review of this merger — in
particular claims that bear on the statutory standard of whether adequate service at just and
reasonable rates would be impaired or jeopardized.! My starting point was the claims about
customer impacts that the companies have made central to their case that this standard will be
met.

I group these claims into two categories. The first consists of near-term benefits that are
explicitly quantified. These include, importantly, the approximately $2.25 billion in bill credits
that the utilities have proposed, 79 percent of which would be directed to Virginia customers,
distributed over the first two years after closing.? The second category consists of longer-term
benefits that are stated directionally but not quantified. This includes claims that the merger
would yield improved ability to finance large capital investments, and the ability to operate more
efficiently.

With that distinction in mind, I want to offer four points that I think are important for this
subcommittee to consider.

Point 1

''Va. Code § 56-90 (Utility Transfers Act).
2 Joint announcement, NextEra Energy and Dominion Energy, May 18, 2026; allocation as described in the
companies’ Joint Petition filed with the Virginia State Corporation Commission, July 15, 2026.



The first point is that durable customer benefits require real efficiency gains — and the empirical
evidence suggests that such gains largely come from real operational changes.

The proposed bill credits are quantified, and they are a transfer from shareholders to customers.
But it's important to note that they would be fixed in both size and duration. They would not
change the underlying cost of producing or delivering energy, and after the two-year mark, no
quantified customer-bill commitment would remain. So, any durable gains require genuine
reductions in the cost of serving customers.

Where does evidence suggest such efficiency gains could arise? A longstanding empirical
literature finds that economies of scale in this industry are concentrated at smaller sizes.? That
provides little basis for expecting that companies the size of those involved in this proposed
merger would substantially lower unit costs by becoming larger still. Consistent with that, a
study of the merger wave during restructuring of the mid-1990s through early 2000s found little
evidence that mergers led to improved cost performance.* Where the empirical evidence finds
real gains is when ownership of the operating asset itself changes hands. In the recent plant-level
evidence, those gains primarily take the form of improved productive efficiency — producing
more electricity from a given amount of fuel. A recent study examined thousands of power plant
ownership changes and found that when only a plant's parent company changed — while its
direct owner remained unchanged — there was no statistically significant efficiency gain.’ That
category is the closest analogue in their study to this holding-company transaction. This finding
does not offer a prediction that this transaction will produce nothing, but it does mean that the
case for durable benefits rests on a specific question: What will be done differently in the utility's
operations to produce efficiency gains post-merger?

Point 2

The second point is that whether any efficiency gains ultimately reach customers is largely
determined through the ratemaking process.

Under Virginia's cost-of-service framework, the costs that a merger could plausibly reduce —
non-fuel operating costs, corporate overhead, the cost of capital — are precisely the components
that reach customers through base rates and the authorized return, which are set in proceedings
before the State Corporation Commission. So how potential savings or efficiency gains are
shared between customers and company shareholders is largely determined through those
proceedings — it is not automatic.

Empirical research illustrates the distinction between production cost savings and retail price
effects. Empirical work has found that restructuring era reforms of the mid-1990s through early

3 Christensen, L., and W. Greene (1976), “Economies of Scale in U.S. Electric Power Generation,” Journal of
Political Economy 84(4); Kwoka, J. (2005), “Electric Power Distribution: Economies of Scale, Mergers, and
Restructuring,” Applied Economics 37(20).

4 Kwoka, J., and M. Pollitt (2010), “Do Mergers Improve Efficiency? Evidence from Restructuring the US Electric
Power Sector,” International Journal of Industrial Organization 28(6).

5 Demirer, M., and O. Karaduman (2026), “Do Mergers and Acquisitions Improve Efficiency? Evidence from Power
Plants,” Journal of Political Economy.



2000s produced well-documented production cost savings in generation, yet retail prices showed
no clear corresponding decline.® Much of this gap has been attributed to changes in fuel costs,
and retail price effects were further obscured or offset by other cost movements, including
growth in regulated transmission and distribution investment.’

The financing benefit claim also deserves attention. The claim is that a stronger combined
balance sheet and credit profile would lower the cost of capital for the utility's large capital
investment program, with savings flowing to customers. That is an economically plausible
mechanism — but its magnitude is not established. The Virginia utility already carries solid
investment-grade ratings, and the ratings improvements projected by the companies themselves
are incremental.® Whether incremental changes in ratings meaningfully lower the cost of
financing the utility’s capital investment program is an open question. And even where they do,
the equity side of financing costs enters rates only through the return on equity set by the
Commission. In short, if the financing benefit is real, the companies should be able to quantify it
in advance — and to provide the underlying assumptions so that their estimate of customer
savings can be scrutinized.

Point 3
The third point is that the effects of corporate diversification cut both ways.

The utility's case is plausible — diversified cash flows can support a stronger consolidated
balance sheet. But the same corporate structure can also create opportunities for costs and risks
to migrate from a company's affiliates operating in competitive markets to its regulated utilities.

What this merger changes is the scale and complexity of the corporate family. It would bring
Virginia's utility — which is carrying out major capital investment projects, many of them
required by state law — into the same corporate family as NextEra's competitive energy business
— by the company's own description, the world's largest generator of wind and solar power,
operating in competitive markets across the country. The concern, put plainly, is that Virginia
ratepayers could end up bearing costs or risks that properly belong to the competitive side of the
business. Virginia has affiliate rules, and the companies have proposed commitments. The
question is whether those rules and commitments together provide sufficiently detailed
information about transactions and cost allocations within the corporate family to identify
whether costs are being inappropriately shifted onto Virginia customers.

Point 4
My final point is that evidence-based oversight of this transaction is critical — and is strongest

when claims are tied, in advance, to specific mechanisms, measurable metrics, and pre-specified
benchmarks.

¢ Fabrizio, K., N. Rose, and C. Wolfram (2007), “Do Markets Reduce Costs? Assessing the Impact of Regulatory
Restructuring on US Electric Generation Efficiency,” American Economic Review 97(4).

" Borenstein, S., and J. Bushnell (2015), “The U.S. Electricity Industry After 20 Years of Restructuring,” Annual
Review of Economics 7; Cicala, S. (2025), “Restructuring the Rate Base,” AEA Papers and Proceedings 115.

8 NextEra Energy—Dominion Energy joint investor presentation, May 18, 2026.



Let’s start with where the proposal stands today. Beyond the two-year credits, the longer-run
claimed benefits are not stated as quantities — there is no quantitative standard against which
they could later be confirmed or refuted. The Commission can compel detailed information from
the companies — but an evaluation requires more than data. Without a benchmark and
evaluation protocol specified in advance, key judgments are left to after-the-fact discretion:
which comparison to use, what counts as a merger benefit, and over what time period. So if the
longer-run claims are to carry weight in this review, the practical path is to state them in that
verifiable form — specified in advance rather than left to later discretion.

Why insist on benchmarks? I’ll offer one brief illustration from my own research. Critics of this
merger have pointed out that customer bills in Florida rose substantially — by more than 30
percent — following the consolidation of NextEra’s Florida Power & Light and Gulf Power in
2021. We see from this figure that prices did in fact rise for this merged entity, represented by the
black line. But attributing that rise to the merger requires separating it from the other forces
moving prices in those years and asking what prices would have been had the merger not
occurred. In my analysis, I compared the price history of the merged entity to two comparison
groups — other investor-owned utilities in the same state, and a synthetic control group — a
weighted combination of other utilities constructed to closely track the merged utility’s pre-
merger price path.” Judged against both of these benchmarks, there is no clear post-merger
divergence in average residential retail prices. I regard this as preliminary comparative evidence
rather than a definitive causal estimate of price effects of the merger. But the important thing to
note is that with a benchmark in place, the headline takes on a different interpretation. Prices did
increase, but they also increased for similar entities, so we shouldn’t necessarily attribute the
price increase to adverse effects of the merger itself. Claims of harm and claims of benefit alike
deserve that same discipline — evaluation against credible benchmarks, wherever they can be
constructed.

° Abadie, A., and J. Gardeazabal (2003), “The Economic Costs of Conflict: A Case Study of the Basque Country,”
American Economic Review 93(1); Abadie, A. (2021), “Using Synthetic Controls: Feasibility, Data Requirements,
and Methodological Aspects,” Journal of Economic Literature 59(2).



i Legal merger (Jan. 2021)
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Figure 1. Average residential retail electricity prices: Florida Power & Light + Gulf Power
versus two benchmarks. Source: Form EIA-86IM; author s calculations. Note: FPL acquired
Gulf Power in 2019, Gulf Power legally merged into FPL in January 2021. The synthetic control
is a weighted combination of other investor-owned utilities in the same and nearby states
constructed to closely track the merged utility s pre-merger price path.

Conclusion
To recap, I would leave the subcommittee with four points.

First, durable customer benefits require real efficiency gains, and the empirical evidence suggests
such gains largely come from real operational changes. The question to ask is: what, specifically,
would change in the utility’s operations under this merger?

Second, even real efficiencies reach customers largely through the ratemaking process. So when
savings are claimed, the question is not just whether they are real — it is how they would
actually reach customer bills, which is in the domain of the state regulator.

Third, diversification cuts both ways: it can pool risks within the corporate family, but it can also
shift costs and risks toward captive customers. The question is whether reporting on transactions
and cost allocations within the corporate family will be detailed enough to tell.

And fourth, evidence-based oversight is critical — and is strongest when claims are tied, in
advance, to appropriate mechanisms, metrics, and benchmarks. The question to consider is: what
measurable benefits should customers expect, and how would we verify them?



