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Court Reporter's Legend:
dashes [--] | ntentional or purposeful interruption
[ ph] Denotes phonetically witten
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CHAI RMAN LEATHERVAN: Let’s cone back and conti nue.
So with that, Mke, if you want to call the first
peopl e and swear themin.

MR SHEALY: Yes, sir, M. Chairman. For everyone who
woul d be available for testinony this norning,
woul d you pl ease stand and rai se your right hand.

(Representatives from NextEra Energy rise and raise their
hands to take the oath and are sworn in at this tine.)

CHAI RVAN LEATHERVAN:  Al'l right, who's up first?

MR SHEALY: M. Robo.

MR ROBO  Good norni ng.

CHAI RVAN LEATHERMAN:  What woul d you like us to call
you?

MR ROBO You can call me, Jim please.

CHAl RVAN LEATHERMAN:  Well, that’s a little bit too
I nformal .

MR ROBO Is that too informal?

MR CHAI RVAN LEATHERVAN. But we’ || proceed.

MR ROBO So, good norning everyone. First of all, |
want to thank you for having us here. | don't
think the mc's on, because | don't know how to
turn it on.

COURT REPORTER: There's a green button. There you

go.
MR ROBO (Ckay. There we go. So, good norning,
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everyone. Thank you for having ne here this
norning. NextEra and nyself very nuch appreciate
the opportunity to talk to you about our proposal
to purchase Santee Cooper. | amgoing to take
you t hrough --

CHAI RVAN LEATHERMAN:  Can you speak in that mc,
pl ease, sir?

MR ROBO Sure. | amgoing to take you through sone
openi ng remarks.

MR SHEALY: Before you begin, M. Robo, would you
pl ease i ntroduce yourself, a little bit about you
and any ot her nmenbers.

MR ROBO  Sure. Sure.

CHAI RVAN LEATHERVAN:  And speak into the mc please,
sir. Right in front of you. Can you speak into

that mc a little bit?

MR ROBO | guess | can. |If | lean forward like this
| can. So, | have been chairman and CEO of
Next Era Energy for eight years. | have been with
t he conpany for eighteen years. Prior to being

chairman and CEO | was president and chi ef
operating officer for six years. And before that
| ran a bunch of different businesses for Ceneral
El ectric. So, |’ve been in the energy business

now for 18 years. And we, as | said, very nuch
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appreciate the opportunity today to cone here and
speak to you. So, with that, | wll really |ean
forward into this mc and take you through our
presentation today. So, what I'd like to first
of all dois give you a little bit of an overview
of NextEra Energy, and then |I’m going to spend
some tinme tal king about our operating phil osophy.
And then | will take you through, in detail, the
proposal -- our proposal to purchase Santee
Cooper. So, | think the first thing -- the first
thing to knowis that -- the first thing to know,
because |’ m probably not going to be able to | ean
over for a foot onto this mc all day today.

CHAI RVAN LEATHERMAN:  Can we get sonebody to help him
with that?

MR ROBO Well, | don't think it’'s going to conme out.
COURT REPORTER: Right there is perfect. |If you could
just get -- are you confortable right there?

MR ROBO |I'mconfortable right here.

COURT REPORTER: |If you just tilt your head down a
little it’s beautiful. Everybody' s got alittle
speaker right here that can hear you. So -- but
we'll remnd you if we're not getting you.

MR ROBO Ckay. Al right.

COURT REPORTER: But that’'s perfect.
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MR ROBO Al right. Right here.

COURT REPORTER: Right there.

MR. ROBO So, we are one of the biggest conpanies
t hat probably many of you have never heard of.

We are bigger in terns of market capitalization
than IBM W' re bigger than General Mtors. W
are bigger than General Electric. And to put our
size in terns of market capitalization
perspective, we are alnost two tinmes the size.

CHAI RVAN LEATHERVAN: M. Robo, speak in the mc. You
can look at us if you want to but pl ease speak
into the mc.

MR ROBO COkay. W will try, Senator.

CHAI RVAN LEATHERMAN: |’ d prefer to speak in the mc
I nstead of |ooking at us if | were you.

MR ROBO W are twice the size of Southern, tw ce
the size of Domnion. So, alittle bit about our
culture. W are we, we are the largest utility
In Anerica by negawatt hour sales. W’'re also
the lowest cost utility in Anerica. W are one
of -- we have one of the cl eanest generation
profiles of any utility in the United States.

And we have one of the largest capital investnent
prograns, not necessarily of any utility in the

United States but al so of any conpany in the
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United States. |’'ll take you through that in a
mnute. So, we have -- we are one of the |argest
capital investors of any conpany in this country.
W have a culture that’s focused on excell ence,
integrity and talent. And we have an operating
phi | osophy that |1’'ll take you through in nore
detail that underlies that culture and -- and the
strategy that is to be an all-of-the-above energy
provider. So in terns of capital investnent,

we’ ve invested al nost 100 billion dollars since
2009, across 45 states across the country. Last
-- in 2018, because we don’t have the 2019 data
just yet because not everyone has filed their

i nformation for 2019, we were the 5th | argest
capital investor of any conpany in the country.
The four conpanies that were larger than us, to
give you -- to put that into perspective, was
Googl e, AT&T, Verizon and Berkshire-Hat haway. So
we were nunber five on that list. W’re also the
worl d’ s | argest renewabl e energy generator. W
in the United States own the nost -- we own the
nost w nd generation negawatts, we generate the
nost nmegawatt hours fromw nd of any conpany in
the country. Alnpbst twice the size of the

nearest player in the w nd business conpared to
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us. And in solar we're also the |argest solar
generator of any conpany in the country. Al so,
again, nearly twice the size of any conpany in
this country. And so we’ve been in the renewabl e
busi ness for nore than 25 years. Back -- our
first investnents in the renewabl e busi ness were
in the late 80s, early 90s. W’ve been in the
renewabl e business for a very long tine. Wy
before it was fashionable to be in the renewabl e
busi ness, we were in the renewabl e busi ness with
a focus on having a clean energy profile. And
from an adm ssion standpoint in our view no one
i n our industry has done nore than ourselves to
address em ssions reductions. W have since --
since 2000 reduced NOx & SOx, which are the acid
rain pollutants, by 94 and 99 percent,
respectively and we’ ve reduced our CO2 rate by 50
percent. And, on top of that, we are the | owest
cost -- FPL is the |owest cost utility in
Anerica. So you can see over on the right, not
only are we | ower cost on an operating cost per
megawatt hour than the average utility, we're

al nost 70 percent below the average. W are

al nost 50 percent below the top quartile utility

and 25 percent below the top decile utility. W
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fundanentally are living proof -- our conpany is
l'iving proof that you can be both clean and | ow
cost at the sane tine. And that is the operating
phi | osophy upon which we would bring to our

t hi nki ng around what we would do with Santee
Cooper and I’'Il talk about that a little bit nore

inamnute. So let ne spend a mnute and tal k

about culture. | don’'t get asked about culture a
| ot but culture is really, |I think -- we do get
asked, how are you -- and I’mgoing to show you

sone things about what we’ve done with Gulf Power
that we just bought at the begi nning of | ast
year, as well as what we’ ve done at our own
conpany over the last, over the last 20 or 30
years. And a big piece of it is culture. | am
very blessed that | was preceded by two terrific
CEGs. Jim Broadhead, who becane CEO of this
conpany in the late 80s. He brought a focus on
cost and financial discipline to this conpany
that we have had for the |last three decades. Lew
Hay, ny fornmer boss and nentor, canme to this
conpany as CEO in 2001 and he brought -- you
know, he built on Jims success and brought a
focus on growh and commercial skills. And what

|’ve tried to do over the |ast eight years as CEO
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has been to bring those two things together to be
-- you know, one of ny big operating phil osophies
Is to be a successful |eader in our conpany you
have to be terrific at both growh and cost at
the sane tine, and you can be good at one or the
other. |It’s easy to be good at one or the other,
but it’s very hard to be good at both. And we
have several elenents that are key to that
culture. First of all, it’s the willingness to
set big goals, and you'll see we set sone big
goals. That m ndset and phil osophy in terns of
how we approach business you wll see in our
proposal. Around Santee Cooper we’' ve set sone
very aggressive yet | think very make-abl e
targets and frankly have codified those into
comm tnents around what we’' Il do around Sant ee
Cooper’s operating cost over the next several
years. And, you know, that is a big part of our
culture, is being able to do that and go out and
achi eve those goals. A passion to the be the
best, | can tell you process by process in our
conpany we benchmark those processes agai nst not
just the best utilities because frankly utilities
are not the best operating -- not the best

operators in the world. Right, if you were to
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ask nme who the best operators in the world, |
woul d not tell you utilities. And so we go

I ndustry by industry and | ook at the best
operators. For exanple, in custonmer service we
benchmar k agai nst the financial services industry
in -- you know, in what we do in terns of

t echnol ogy, we benchmark agai nst what fol ks are
doing in silicon valley. So our viewis that we
have a very big passion to be the very best at we
do. And one of -- you know, one of the key
tenets of ny operating -- that is one of the key
tenets of our operating philosophy is a focus on
excel lence and that is a big part of who we are
as a conpany. Another big elenment of our culture
Is we focus on our custoners. W are ultimately
a hundred percent focused on bringing great val ue
and great service to our custoners. And that is
-- and I'll take you through what we’ve done on
the FPL side over a period of tine that’s al so
our operating philosophy and our unregul at ed
renewabl e business. W bring solutions to our
custoners to nmake them cl eaner and | ower cost in
our generation, in our renewabl e generation

busi ness. And at FPL our focus is to provide the

absol ute best custoner service experience of any
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utility in the world and I’'lIl speak to that in a
mnute. And then lastly a focus on our people.
What sets us apart fromevery other utility in
this country is the talent that we have.

Everyone in our industry has access to the sane
capital, sane financial, you know, the sane
financing sources that we do, they have access to
t he sanme technol ogies that we do. Wat nakes our
conpany different is our people and our focus on
our talent. And so that is another key el enent
of our operating philosophy. And then when you
bring it all together it's a focus on
accountability, integrity and respect for our
peopl e and our custonmers. So | show you this
slide on safety because |"ma big believer of
show ne with a conpany with a great safety record
and I will show you a conpany that is really well
run. And |I'’ma huge believer in this and this
I's, you know, a key el enent of our operating

phi | osophy around respect for people. No injury
Is a good injury in our view. You know, our goal
Is zero. W have, over the last 20 years, taken
our OSHA recordable rate from sonewhere over 2.2
down to -- year to date in 2019 it’s .16. And

so, you know, that’s a 90 -- you know, over 90
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percent reduction in OSHA recordable rate over
that period of tine. Another hallmark of our
culture is a focus on execution, and it's really
enbedded in everything that we do. | show you --
nmy teamsent ne this a few nonths ago, we were
getting ready for -- every year we do a week of
hurri cane storm preparation. One thing when you
run a utility that is based in Florida is you are
very good -- you get very good at hurricane storm
preparati on and we have been doing these storm
dry-runs every year. This a picture on the left
of our first stormdry-run in 1952. And we have
had a commtnent to doing stormdry-runs, being
prepared, ready to execute on storns for nore
than 50 years. To give you a sense of our
capabilities in that area in 2016 | believe --

am probably getting the year wong, we had

hurricane Irma. In Florida that inpacted -- out
of our five mllion custoners it inpacted four
and a half mllion custoners. So we had four and
a half mllion custoners w thout power, we got 50

percent of themon within a day. W got 90
percent of themon within three days. And we
were 60 percent faster than we were in 2005 when

we had the [ast big stormwhich was hurricane
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Wlm. So -- and hurricane Irma was a stronger
storm So we have a focus on storm preparation
and execution that really perneates our entire
culture. The other exanple I would give you is

I n engi neering construction. W -- no one has
built nore negawatts of new generation in this
country than we have. No utility in the country
has built nore generation than we have over the

| ast, over the last 20 years. To give you a
sense nost -- we built nore generation in the

| ast five years than nost of the utilities in
this country own in total. And we have done that
-- you know, we’ve done that. W'’ ve done 205
maj or capital projects and a total of nine
hundred mllion dollars under budget, 22 days
ahead of schedule, and 137 of our wind projects
nmet year-end targets, and that’s very inportant
in the wind business. And so this culture of
executing and delivering on our commtnents
really perneates our entire conpany. W say what
we do and do what we say. And that is another
very, very key elenment of our culture and one
that we would bring to our investnent here in
Sant ee Cooper if you would choose to nove forward

wth it. Wnted to give you another exanple on -
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- you know, froma -- one that’s nore, you know,
closer to hone. | know one of the elenents of
our plan for Santee Cooper is to build a conbined
cycle gas plant and this is -- the |last conbi ned
cycle plant that we built in Florida it was plant
Ckeechobee. You can see here a conparison to --
and this is public data, another Southeast | QU.
They built a conbined cycle right around the sane
time as we did. And we were -- you know, you
were 20 percent nore efficient. W were a year
faster and we were al nost 30 percent cheaper on a
cost per KWbasis. That’'s not an accident. That
conmes as a result of great planning, great
execution, great people and that has been our
focus over the last 20 years. And since 2003,
FPL has delivered 29 conbi ned cycle projects and
sol ar projects on average, six percent under
budget and 26 days ahead of schedule; and that’s
what we do. That is what we focus our teans on,
and that is -- you know, that’'s the operating
phi | osophy we bring to how we run a utility. The
ot her thing that we have done -- the other part
of our generation strategy over the last 20 years
in Florida has been to really shift away from

coal and oil and towards natural gas and
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renewabl es. And what we have done since -- since
2000 is all of that generation nodernization that
we’ ve done has saved custoners nearly ten billion
dollars in fuel efficiency inprovenents since
2002. That’'s a key elenent of our plan for
Santee Cooper. To give you a sense, FPL's non-
nucl ear generation fleet is half the age, average
age, of Santee Cooper’s negawatt adjusted.

Sant ee Coopers average plant age is 28 years,
FPL’s is 14. And so we’ve had a focus on
nmoder ni zation, investing in -- investing in the
busi ness in order to get the nost recent

technol ogy, the nost fuel-efficient technology in
order to drive the best outcones for custoners.
Thi s has saved custoners billions and billions of
dol lars, this approach, over the |ast 20 years.
From an operating cost standpoint, you know,
there is no utility in the country that has | ower
operating costs than we do. And it wasn't al ways
so. And this is a chart -- this chart goes back
to 1988, 1989 when Ji m Broadhead becane CEO and
we were, at FPL, not just an average utility and
operating cost, we were worse than average. And
we enbarked on a journey that was -- we were the

first conpany in the United States to win the
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Dem ng award for quality. And we restructured
our conpany in the early -- and you can see in
the early 90s we significantly restructure our
conpany and set ourselves on a path and a journey
to be lower cost than the rest of the industry.
You can see the rest of the industry, and this is
in nomnal terns, have gone up pretty nuch every
year from al nost $19 a negawatt hour in 1988 to
nearly $31 a nmegawatt hour in 2018. W have --
you know, when | became CEO | had a big focus, as
| said, on doing -- on being able to grow, be
good at growth and good at cost at the sane tine.
It’s not a surprise that that inflection point
came when | becane CEO. And you can see in 2012
that we had the best operating cost of any
utility in the country in 2012. W were the
best. And | challenged the team and said, you
know, a key elenment of our culture is the best
keep getting better every year. They' re not
satisfied wwth their position, they’ re not
satisfied wwth being the best. | had, you know,
one of ny great nentors in |ife was Ji m McNer ney
the former CEO of Boeing who | worked for at
Ceneral Electric for several years. And soneone

asked Ji monce, what is the |eading indicator of
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conpl acency. He said success. And | really do
believe that. W -- you know, ny team cones to
work every day with a fire in the belly and a
worry in the pit of their belly that soneone is
chasing us to be better than we are and that
we're going to get better every day. And in the
| ast year FPL -- FPL took that and this is the
2018 data. FPL, in 2019, got six percent better
on operating costs than they were in 2018. Let
nme tell you, the rest of the industry did not get
Si X percent better they went up another one or
two percent |ike they do every year. And that is
t he operating philosophy that we will bring to
Sant ee Cooper, to nmake it the best and to get
better every year. And that is the one of the
tools and we’ ve gotten asked this question a |ot,
how can you cone into -- how can you cone into a
utility and say you're going to run it 50 percent
better. And a big part of it is sonething -- is
a process that we inplenented in 2012 call ed

proj ect nonentum and project accelerate. And
that is a bottons-up process where we get ideas
fromeveryone in the conpany about how to get
better. And we have -- that we’ve generated

18, 000 i deas, we’ve eval uated 11, 000 of those
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18,000 and we’ ve inplenmented al nost half of the

I deas that we evaluated. And that has driven
over a billion dollars of annual run rate savings
of our conpany since we've done this. This is a
process that's proven. It is sonething that --
and Il show you in a mnute what we’ve been
able to do at Gulf Power. Sonething that we
applied at Gulf Power and have been very
successful already in our first year of ownership
there. One other -- one other thing about our
operating philosophy. And that is that we put a
big prem um on innovation and being on the
cutting edge. | view our job as |leaders of this
conpany to disrupt ourselves with new technol ogy
and to disrupt the rest the industry with new
technology. And so you will not find -- you
know, we have a huge push on artifici al
intelligence. W have -- you know, to give you a
sense of that, we have drones that go and fly our
di stribution network to find faults and they find
faults through, you know, through artificial
intelligence and | ooking at the -- and it’s
actually visual recognition of the equi pnent and
actually being able to tell what equipnent is

faulted and what isn’t. W have a huge Al effort
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going on in predictive analytics in our

di stribution system So today we know we have
smart meter data on every one of our custoners at
FPL. W can tell you with 90 percent accuracy
when equi pnent is going to fail for equi pnent
reasons in our network because we get signals
based on that data and we built predictive
nodels. And with 90 percent accuracy we can
predict that it's going to fail before it does.
We actual ly dispatch sonewhere close to 20 or 30
tickets a day to people. And we go knock on
peopl e’ s doors and say, excuse ne, your power is
about to go out. W have indications that it’s
about to go out, let us fix it now so we can get
ahead of it and fix it before it happens as
opposed to after it happens. So we have an
enornous set of tools froman Al standpoint. W
have al so been at the forefront of disrupting
generation in this country. And so what’'s been
goi ng on generation, new technology has really
revol utioni zed the generation business.

Conpl etely revol utionized the generation

busi ness. And what new technol ogy am | tal king
about? |’'mtal king about froma natural gas

standpoi nt, extraordinarily fuel efficient, new
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conbi ned cycle technol ogy, and I’ m al so tal king
about solar and wind costs that are |lower. New
wi nd and sol ar costs conbined with battery
storage that are | ower cost, brand new, including
the capital cost, than the operating cost of

exi sting coal and existing nuclear. Let ne say
that again, we can build new solar conbined wth
batteries, brand new, including all the capital
charges and the depreciation and the interest on
t hose assets, the operating cost on those assets,
and those assets will generate electricity at a

| ower cost than existing operating costs of coal
and nucl ear, regardless of not taking into
account trying to get a capital charge on that
install base. So -- trying to recover a capital
charge on that installed base. So that very -- |
mean think about that, that’'s very disruptive.

It 1s the reason why -- it is the reason why you
see solar in the southeast exploding. You see
battery technology. W are the largest -- we’'re
not only the largest wind and solar conpany in
the world, we’'re the largest grid battery storage
conpany in the united states. W’re building the
| argest battery in the world, battery storage

project in the world, at FPL that’s com ng online
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in 2021. And we have four projects that we're
wor ki ng on, two in Colorado and two in Nevada
that are nearly as large as that FPL project,
projects in Oregon, projects that -- where we
conbi ne wind and solar with batteries and produce
near firmpower at a |ower cost than the existing
operating costs on the grid. So that is
amazingly disruptive. There is not a generation
fleet in this country that we can’t cone into and
operate at a | ower cost and nmke investnents to

| ower that cost for custoners with this new
technology. And as | said we’ve been in the
renewabl e business for 25 years, we were the
first people to build a conbined cycle plant.
GE' s first conbined cycle plant ever built was
built at Martin plant in Florida in the 19 -- in
the late 19 -- in the late -- in the md 1980s.
So that focus on technol ogy, that focus on

I nnovation, we will bring that sane focus to how
we woul d operate Santee Cooper. And so when you
bring all that together, what does that do?

Vell, here’'s what we’ve been able to do at FPL
over the last decade. In the |ast decade our
bills at FPL have gone down. This is our typical

residential bill, a thousand kilowatt hours a
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month. Qur bills at FPL have gone down ni ne
percent -- is that eight? Ei ght percent, sorry,
ei ght percent since 2009. And you can conpare
that to sone of the other -- other things that
fol ks buy every day. Medical costs, cable, hone
I nsurance, food, right. And the average electric
bill in that sane tine in this country has gone
up 17 percent. Qurs has gone down ei ght percent.
So taking that operating philosophy, that focus
on cost, the focus on innovation, focus on our
peopl e and focus on talent, that has been, that
has been -- enabled us to drive those kind of
results at FPL. And then last year -- and early
| ast year we were able to buy Qulf Power and at
@ul f Power we nmade -- you know, we made the
followng commtnents to folks: that we woul d get
20 percent better service reliability, we'd cut
CO2 em ssions by 40 percent in three years, that
we woul d cut costs by 50 percent and that we
would lower bills in real terns by 20 percent by
the mddle of this decade. W are well on our
way, again. So in our first year we were able to
cut costs by 20 percent, we inproved service
reliability by 20 percent and we inproved our

saf ety performance by 40 percent. So we're well
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on our way at Gulf and well

our conmmtnents there that we made when we
purchased @Qulf back in early January. kay. So
that’s a little bit about our conpany, a little

on our way to neeting

bit about our operating phil osophy and how we do

busi ness and our track record.

So et me now --

l et me now shift to tal kinng about our

pl an for

Santee Cooper. So first of all let nme take you
t hrough sonme of the details of our proposal.
First of all

our proposal repays the entire debt

of Santee Cooper, seven point nine billion
dollars. It avoids interest on the portion of
that debt that is related to VC Sumrer two and
three, three point six billion dollars it woul d
have had to been paid over the years on that

debt .

mllion dollars of

It provides nine hundred and forty-one
refunds to Santee Cooper
custoners. W can tal k about the nechanics

around that. 1’msure you' Il have sone questions

about that, happy to address those. It also

provi des an additional billion dollars of paynent

and freeing up of existing cash on Santee

Cooper’s bal ance sheet. W wll invest two point

three billion dollars in the state over the next

several years and billions and billions by the
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way nore to cone post that. Qur viewis that you
need to continue to invest capital to continue to
drive inprovenents in utilities. Uilities are
capital -- capital intensive, you need to invest
capital in order to take operating costs out and
take fuel costs out. But this is just the
initial investnent that we would nmake. And that,
that investnent totals two point three billion
dol l ars woul d generate by our estimte thousands
of jobs fromthat investnent. Three point three
billion dollars in nomnal |ocal and state tax
revenue over the next thirty years. Above and
beyond what Sant ee Cooper pays to the state. And
that is, you know, a total direct value of 19
billion dollars. And in terns of our proposal we
bel i eve, you know, there were certain things that
were laid out in the legislation |last year that’s
set off this process to evaluate alternatives on
Sant ee Cooper, and we believe our proposal
addresses every one of those -- every one of
those -- of that joint resolution s key
requirenents. So |I’ve al so been asked, why South
Carolina? W love this state, we think it has
one of the best business climates in the country,

it’s got a grow ng popul ation, it’s got above
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average economc growmh and a hi ghly-skilled work
force and it’s an opportunity for us to nmake |
think a significant difference in the state. And
what we would do is we would -- you know, our

pl ans and our investnents would create jobs,
reduce em ssions, and help drive the next phase
of growh for the state by providing | ow cost
power to the state. So what’s our vision for
Santee Cooper? It'’s the followng, it’s to
deliver, first of all, outstandi ng custoner
value. That -- | said, you know, we'll have a
bi g focus on maki ng sure the custoner experience
is terrific and that we drive outstandi ng
custoner value. Execute on best-in-class
operations and |I’ve talked a | ot about that. |

t hi nk you have an idea of what we would do on
that front. Modernize the generation fleet,
that’s a very big elenent of what we would do.
And |'Il go through that in a little bit nore
detail. And then nost inportantly you woul d have
access to the full capabilities and the full
resources of the NextEra energy famly. So
Sant ee Cooper would be run as a separate
subsi di ary of next NextEra Energy, Mchelle

Wheel er would run it, she would report to ne.
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And it would be very simlar to how we run FPL
and Next Era energy resources right now So in
terns of costs | wanted -- we’'ve gotten a | ot of
guesti ons about how -- how wi ||l we take as nuch
operating cost out of Santee Cooper as we have
laid out in our plan? How can we afford to pay
as nmuch noney as we are paying for these assets?
Essentially Santee Cooper is an entity with --
with 50 percent of it’'s assets that have no

val ue, essentially. And so how we can we afford
-- you know, how can we afford to pay,
essentially, two tines the value of those
remai ni ng assets. And that is because we will be
able to take costs out in order to fund the

i nvestnents to be able to keep bills | ow over a
|l ong period of tinme. And this is just one
exanple, it’s in non-nuclear fossil generation.
You can see the operating cost per negawatt hour
of Santee Cooper versus FPL and it’s dramatic.
And that, you know, those differences in cost are
dramati c across the whole chain but this is one -
- one set of, you know -- one inportant piece,
the generation piece, that | think is telling.

In ternms of new investnents, we plan to make two

point three billion dollars of investnents in
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| ow-cost, clean, reliable generation. Retire

cl ose to 1200 negawatts of coal capacity and to
buil d new generation, including 800 negawatts of
sol ar across the state, 50 negawatts of battery
storage and 1250 negawatt natural gas facility in
Fairfield County and to get 300 negawatts of
additional capacity at the Rani generation
station. So that investnent we expect woul d
create 5000 direct and indirect jobs annually.
And once that investnent has been nmade over the
next several years we would shift the generation
m x and nmegawatt hour basis to largely -- what
was | argely coal before to both natural gas and
solar with a bit of -- with the sane --
essentially sanme sliver of nuclear that you have
so it would be a nuch cl eaner and nuch | ower-cost
generation fleet as a result of that. And as a
result of what we plan to do there by 2024, we
woul d reduce CO2 em ssions by nearly 50 percent
at Santee Cooper. As part of our proposal
appended to that is proposed legislation that’'s a
critical part of that proposal. It is -- think
about it as allowng us to pursue that capital

i nvestnment plan swftly. And it also at the sane

ti me docunents the commtnents that we’'re making
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to the state in that legislation and so what’s
the legislation do? It authorizes the sale,

obvi ously, the proposed legislation. |t would
convert Santee Cooper into an I1QU so not be an
unregul at ed nonopoly anynore. |t would be one
that woul d be regul ated by the Public Service
Comm ssion of South Carolina as well as by FERC
It would establish the franework for the
generation capital investnent plan. That’'s very
i nportant. Each year of delay in that investnent
plan is fifty mllion dollars of |ost savings to
custoners. The net savings, that’'s after paying
for the plant, is fifty mllion dollars a year of
our -- just the conbined cycle plan alone. So
that is a key elenent of the plan, is to be able
to nove swiftly and to get those savings as

qui ckly as possible to custoners. And then

| astly, as | said, and very inportantly | think
It docunents our commtnents to our custoners.
And as | said, we say what we do, we do what we
say. We're very confortable with docunenting
those commtnents in the legislation. So in
terns of rates, our -- you know, our rates would
be bel ow Sant ee Cooper over the rate freeze

period. W'd freeze rates for four years, we'd

Garber Reporting
info@garberreporting.com



© 00 N o o b~ w N P

N DN N NN R P P R PR R R R R R
O » W N P O © 0 N O O » W N P O

HEARING PROCEEDINGS

Page 32

have 941 mllion dollars of up-front custoner
refunds and we’d have lower long termrates as
well. So a fewthings on rates that | will say.
First of all we’ve spread the refunds over the
four years to nake it conparable. You know, you
can show the rates any way you want in that first
four-year period but even without the refund our
rates would be lower. And over tine we believe
our rates would be lower. Now ours is a
projection of our rates and Santee Cooper’s is a
projection of their rates. W show a range here
for Santee Cooper, you can see what their -- 2019
budget is the higher nunber, and the | ower nunber
iIs the reformplan. You'll have to nake a --
you' || have to nmake your own -- your own -- Yyou
know, your own -- conme to your own concl usion
around Santee Cooper’s ability to execute on that
reformplan. | can tell you wth great certainty
that we can execute against the plan that we have
| aid out here. And that plan creates three
billion dollars of increnental value relative to
the Santee Cooper reformplan. And let ne take
you through -- let nme take you through the

el ements of that. First of all there is the six

hundred mllion dollar paynent to the state,
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there is the five hundred mllion dollars of

Sant ee Cooper bal ance sheet cash that is freed
up. There is the NPV of that three point three
billion dollars -- that three point three billion
dol l ars was a nom nal nunber over 30 years. The
NPV of that is one point six billion dollars in
state and | ocal taxes. And an NPV of four
hundred mllion dollars of |lower rates. And when
you conbine all of that together it’s three
billion dollars of increnental benefits conpared
to the Santee Cooper reform plan. And what that
doesn’t include is any value for settling the VC
Sumrer, that significant VC Summer litigation
around the Cook -- the Cook |awsuit. And so our

pl an al so uni que anong the three plans settles

that litigation as well. A few other things
about our plans. W’ve gotten -- | just want to
l et -- you know, have everyone know that we are

commtted to environnental stewardship around the
| akes. You have ny personal conm tnent that
there will be no change. That it’'Il get -- that
we will provide the sane | evel of -- sane |evel

of environnental stewardship around the | akes
that’s being currently provided and you have ny

personal commtnent around that. |In terns of
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support for South Carolina conmmunities we’ ve
commtted -- first of all we have a great track
record of econom c devel opnent and supporting
econom ¢ devel opnent in the -- in all of the

pl aces that we do business in. W have a very
successful econom c devel opnent teamin Florida
that’'s a very key part of the state’s economc
devel opnent team And we’ve conmtted to do the
same in South Carolina. To continue Santee
Cooper’s track record of econom c devel opnent.

We hope to nake it even better, because our
operating philosophy is to do better every year.
And we’ve also conmtted to remain an active
partner in local communities and nai ntain Sant ee
Cooper’s current |level of charitable
contributions as well. So nost inportantly we
think with our low rates that nost inportant part
of econom ¢ devel opnent is to nake sure that you
have | ow ongoi ng rates for custoners for

el ectricity, and we think our plan in the end
will provide the | owest rates over the long term
In ternms of operations, we’'re -- you know, we’' ve
commtted to keep Santee Cooper’s headquarters in
Monks Corner. You know, our plan and our

operati ng phil osophy around enpl oyees is very
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sinple. W treat our enployees with respect. W
have managed all of the cost reductions at our
conpany over the last ten years very sinply.
First of all we elimnate open positions. First
-- second, we look to voluntary attrition.

Third, we have one of the nost well-funded
pension plans in America. Qur plan is funded at
140 -- roughly 140 percent of assets. And so we
have used, over the |ast several years, enhanced
retirenment progranms to entice people to take
enhanced retirenent prograns. W would do the
sane thing at Santee Cooper and then only as a

| ast resort would we resort to involuntary --

I nvoluntary reductions. Typically those have
been | ess than ten percent of what we have done
in ternms of headcount reductions over the | ast
decade at our conpany. So in summary, we feel

| i ke our proposal brings significant value to the
state of South Carolina and the custoners of
Santee Cooper. W think it delivers three
billion dollars of increnental value relative to
the ot her proposals. And along the way we w ||
transf orm Santee Cooper into a clean and nodern
and efficient utility that wll be an economc

growh engine for this state for years to cone.
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And lastly, we think it enables access to the
full resources of the best utility in the country
and we will continue to provide that economc
devel opnent partnership that’'s been so inportant
to the state. Coupled with |ow cost we think
that will help grow South Carolina well into the
future. And we | ook forward to working with you
all on this process noving forward and now |I'd be
happy to answer any and all of your questions.
Thank you.

MR, ROBO - EXAM NATI ON BY CHAI RVAN LEATHERNMAN

CHAl RMVAN LEATHERMAN: M. Robo, thank you. Geat
presentation. |’ve got a question before we
start, did anyone el se catch Mke's eye? O the
-- first of all you made a statement, how can be
two tinmes the value? How can you pay 19 billion,
two tines the value? Does that nean you believe
the val ue of Santee Cooper is approximtely ten
billion?

MR ROBO So -- so what | was -- yeah, no. What |
was saying, M. Chairman, is roughly there is
eight billion dollars of debt on Santee Cooper’s
books right now And that is to pay for their
roughly eight billion dollars of assets. They

are a hundred percent debt-financed, M.
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Chairman. And so half of that, fully half of
that debt, is for an asset, VC Summer two and
three, that really has very little if any val ue.
And so you have eight billion dollars of debt
agai nst a book val ue of assets of four billion
dollars. And we’'re paying nine and a hal f
billion dollars for that four billion dollars of

book val ue, essentially, is what |’ m saying.

CHAl RVAN LEATHERVAN:  Ckay. Anybody el se.
MR SHEALY: M. Chairman, Senator Bennett has asked

to be recogni zed.

MR, ROBO - EXAM NATI ON BY SENATOR BENNETT:
SENATOR BENNETT: Thank you, M. Chairman. It doesn't

| ook |ike nmy mcrophone is working. Good

morni ng, thank you for comng. Just a couple of
qui ck questions. So -- | think are quick,
anyway. NextEra was recently involved in that
JEA process, and | know that that was renoved
fromthe table by that board. G ve us some
exanples, simlarities, differences between that
JEA operation and Santee Cooper. They' re both

public, correct?

MR ROBO They are both -- both nunicipals, yes,

that's right. That’'s right. [It's interesting,

you know, the -- their customer rates are pretty
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-- you know, pretty simlar. So if you |ook at
the direct serve custoner, custoners of Santee
Cooper their rates $117, $118 right now and
that’s around what the JEA rate is. FPL's rate
is $99 and so FPL's rate is $20 -- 20 percent
below JEA's rate. And JEA has a | ot of coal,
very simlar to Santee Cooper, and they al so have
a investnment in nuclear that is probably not
going to turn out very well over the next -- over
the next 20 years. They have a very expensive
Investment in nuclear. So a lot of simlarities,
frankly, to Santee Cooper. | said on our

i nvestor call a few weeks ago that we were

di sappoi nted they stopped the process, we thought
we could bring significant value to the custoners
of Jacksonville, the city the Jacksonville. And
we still think that way. And, you know, they
have nmade their decision and, you know, | respect
that. And but should they ever change their m nd
we' d stand ready to cone and propose sonet hing
that would be very simlar to this. Wich we
woul d be able to pay nore than the value of the
debt, it would return noney to the city and that

noney could be used for other things.

SENATOR BENNETT: So that was their decision though,
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right?

MR ROBO That their decision.

SENATOR BENNETT: They just pulled out. Dropped the --

MR ROBO That was their decision. That’'s exactly
right. That's exactly right, Senator.

SENATOR BENNETT:  You know, nobody’s going to do a
deal , obviously, that’s not accretive to their
current busi ness.

MR. ROBO Right.

SENATOR BENNETT: | assune that’'s the case for you.
| s Santee Cooper imedi ately accretive to you, or
Is it over tine?

MR ROBO Yeah, no, it’s immediately accretive to us,
Senator. And |’ve said that we wouldn’t do deals
-- and I've told our investors we wouldn’t do
deals -- that’'s part of our financial discipline,

that we won't do deals that don’'t make sense for

our investors as well, and so it would be
I edi ately accretive to -- we haven't said by
how nuch and -- but we have said it would have to

be significantly accretive to us for us to do a
transaction. You know, we have a hundred and
thirty billion dollars of assets. |’mnot going
to add, essentially, ten billion of dollars of

assets to the conmpany for sonething that is --
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you know, for sonething that has no accretion to
our shareholders. Right, that makes -- that
woul d make no sense, so.

SENATOR BENNETT: And MEA is a driver of your business
model , | guess?

MR ROBO It’'s been a part of our business nodel for
along time. W have -- | think, you know, of
that one hundred and thirty billion dollars of
assets that we have probably fifteen billion has
been acquired over the |ast, over the last 15
years probably close to ten billion in the |ast -
- inm time as CEO So that gives you a sense.
It’s been -- it’s been in part but it hasn't been
a hundred -- you know, it’s organic growth has
been by far the biggest driver of our growth over
that period of tine.

SENATOR BENNET: Thank you, M. Chairman.

CHAI RMAN LEATHERVAN:  Thank you. Before we go, M ke,
as yesterday we’'ll Dbe |ooking for questions and
not statements. So Mke, who's up next?

MR SHEALY: Yes, sir. Senator Johnson’s been
recogni zed for the next.

MR, ROBO - EXAM NATI ON BY SENATOR JOHNSON
SENATOR JOHNSON:  Thank you. Just a couple of

questions | have for clarification. GCkay. You
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mentioned that your proposal naintains the status
of Lake Marion and Lake Moultrie. Can you go
into nore detail as far as when you say maintain
the status?

MR ROBO So those are all, you know, the -- those
are all regulated by FERC and we’'l|l have an
obligation to just -- you know, we'll have a FERC
obligation to do that. W have a | ot of
experience managi ng wat ersheds. W managed a
significant watershed in Maine for a very |long
period of tinme because we own hydroel ectric
assets in Miine and we hosted alnost a mllion
visitors a year to rafting on our rivers in Mine
and we nmanaged that watershed. And so we have a
| ot of experience in doing it and, you know, our
plan is to not only maintain the status quo but
hopeful Iy inprove the environnental stewardship
of those | akes over the next -- you know, if and
when we nove forward with this sale.

SENATOR JOHNSON: kay. | was speaking nore in line
of -- | have a lot of constituents in ny area
that live on | ake Marion.

MR, ROBO  Uh- huh.

SENATOR JOHNSON:  And they living on | ease lots, lots

that are | eased from Santee Cooper. | was
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speaking nore in ternms of that.

MR. ROBO Yeah, no, there wll be no change to that.
No change to that.

SENATOR JOHNSON:  All right. And the only other
question | had was it was sonething nentioned
yesterday in your proposal or your bid. Most
pre-closing liabilities will remain behind. And
ki nd of break that down for ne.

MR ROBO Sure. So, let’s spend a mnute and talk
about the liabilities, right? So first of all --
first of all Santee Cooper has all those
liabilities today, all right? And so | think
that’'s the first thing to understand. 1Is al
those liabilities exist. W are settling one of
the nost significant of those liabilities, right?
Wiich is the Cook litigation. There are several
other liabilities that frankly Santee Cooper and
the state are in a better position to defend
because of sovereign inmunity defenses than a
conpany woul d be. Those include the |awsuits
around the failed coal plant and the existing
dom nion | awsuit around VC Summer two and three,
And a couple -- the mni-bond lawsuit and a
coupl e other smaller ones. But the significant

ones are -- and Charlie, correct me if |'mwong
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on that, those are the significant ones that |
just nentioned, right? So those are the
significant ones. The litigation around the coal
plant. That’'s been going on for a decade. That
coal plant was build in 2008, this is a six
hundred mllion dollar litigation. Santee Cooper
owns that liability today. W also didn't have
great access to be able to diligence any of these
liabilities, particularly those big ones. So
that was al so part of the thinking around that.

| am nore than happy to, if we're given the
access to diligence those liabilities, to take a
| ook at themand put a price on them But |
think from-- | think nost |awers would tell you
that you all, as the State, are in a way better
position to defend those lawsuits than we woul d
be. And so that's also part of why | think it’'s
val ue-destructive for us to put a price on them
as opposed to for your to continue to litigate
those going forward. | think, you know, you all
w || have strong defenses and they should --
particularly as the State you will have strong
def ense and | think any exposure would be well

down the |ine.

SENATOR JOHNSON:  Yeah | only ask that question -- ny
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MR. ROBGO Yeah, no. And -- and think about it this

SENATOR JOHNSON:  Yeah.
MR ROBO Right? Wen you ook at it fromthat

final question, |I only asked that question
because | noticed that paynents to State five
hundred and fifteen mllion dollars at closing
and return of Santee Cooper cash around five
hundred mllion. That's about a billion dollars,
and | was just wondering, it sounds good but then
I f you have other liabilities that cone [ater on
and eat up that billion dollars, that's why |

asked the question.

way. So Santee Cooper has operated for however

long it’s operated. It's got eight billion of
debt, four billion of good assets, four billion
of bad assets -- so it’s got four billion of bad

assets and it's got liabilities and litigation
[iabilities of another billion or a billion and a

half dollars, right? So this is a very troubled

conpany.

standpoint. And so that -- those litigation
exposures existed before we cane to the table.
We are putting a very significant anount of cash
on the table to be able to manage those

exposures. | think, as | said, the State has
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very good defenses agai nst them and better
def enses than we do as a public conpany. And so
| think when we | ooked at it with the DOA who, by
the way, did a terrific job -- we thought did a
terrific job and the work they did around this.
Wien we | ooked at it with the DOA and their
experts | think, you know, the conclusion was
reached by the teans that the State was in a
better position to deal with those. Those
specific -- because we're taking a lot of the
ongoing -- there’s alot of liabilities that we
do take, right? 1It's just a few specific ones
that we’ ve excluded, in part, because it’s been
hard to get Santee Cooper to cooperate in terns
of looking at the -- you know, us being able to
diligence those liabilities and secondly because
of the State frankly is in a nmuch better position
to defend agai nst them

MR SHEALY: Next is up Senator Canpbell.

MR, ROBO - EXAM NATI ON BY SENATOR CAMPBELL

SENATOR CAMPBELL: Good norning, sir.

MR ROBO Good norning.

SENATOR CAMPBELL: The Cook litigation, you ve
mentioned that you' ve set aside noney to handle

that. Wat confidence |evel do you have that you
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are going to be able to handle it? | think it’'s

five hundred and forty-one mllion dollars?

MR ROBO Yeah. So of the -- of the nine hundred and

forty-one mllion, Senator, five hundred and
forty-one mllion of that is refunds to custoners
that will be counted towards the settlenent of
the Cook litigation. And we have agreenent with
the Plaintiffs’ attorneys that they will support
to the class that should settle the clains. So
obvi ously the class has to approve and the judge
has to approve that settlenment. But we feel
confident that that will happen. The Plaintiffs’
attorneys are going to reconmend that approval to
both the judge and the class. And so we feel,
you know, we feel good that -- in any case. $So
let’s say the class turns it down and they go to
-- they got to trial. And they win eight hundred
mllion dollars of -- of clains against Santee
Cooper. That five hundred and forty-one million
dol l ars woul d be -- would count, would reduce
that eight hundred million dollar claimto three
hundred -- two hundred and fifty-nine mllion.

So -- so it is a clear reduction. It is also, on
the part of the Plaintiffs’ attorneys, a

comm tment to support the approval of that
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SENATOR CAMPBELL: Question, in relation to that, what

MR ROBO They are. So we've had a set of -- we've

settlement wth the class and wth the -- and
with the judge. So we feel good that we' |l get
that -- that that will happen. And then it al so,
we al so as part of our settlenment satisfy the
Plaintiffs’ attorneys fees as well, so custoners

don’t pay those.

ki nd of relationship do you think you can
establish with the cooperatives in South
Carolina? Have you talked to them about the --
they’'re the | argest power consuner, | think about

60, 65 percent of the revenue.

had a set of negotiations with Central that have
been, | think, extraordinarily constructive and
we have -- and as part of our proposal and this
I's public a revised power purchase agreenent with
Central that addresses many of the conplaints
that Central had with the existing power purchase
agreenent they had with Santee Cooper. Provides
themsignificant nore flexibility for their
custoners and, you know, we -- we |ook forward to
having a terrific relationship with Central,
going forward, if we're selected to nove forward

with this process. The -- you know, they serve
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SENATOR CAMPBELL: Kind of a follow up question to

MR. ROBO So, you know, obviously, you know, on the

many co-ops here in the state, we |look forward to
having a great relationship with themas well.

W -- co-ops are sone of -- and around the
country are sone of our biggest custoners. And
so probably -- you know, probably a third of our
w nd generation that we built over the | ast
decade has been for co-ops. W have -- we are
also the fourth | argest marketer of power in the
country. And many of those, many of the co-ops
across the country are our biggest customers. In
fact, | spoke at the national co-op convention a
couple years ago in front of 3,000 folks in

| ndi anapolis. And, you know, they were very --
you know, we have great relationships with co-ops
in Florida and they' re sone of our biggest

custonmers in Florida as well.

that, if you would, you know, that's say 60, 65
percent but you' ve also got direct-serve
custoners in Berkley, Georgetown and Horry
County. You' ve also got industrial custoners.
What kind of relationship would you have with

t hose peopl e?

direct-serve front we would | ook forward to being
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able to bring to bear all of the tools that we' ve
devel oped, around the smart grid and in anal ytics
and custoner building and all of the things that
we’ ve been able to do to, you know, websites,
nobi |l e apps, all of the things that we’'ve been
able to do, to bring a terrific custoner
experience to our custonmers and we woul d | ook
forward to being able to do that with the direct-
serve custoners in those conmunities. Wth our
i ndustrial -- with the industrial custoners --
I ndustrial custoners tend to be focused one thing
and that’'s rate. And, you know, | think our
proposal has the | owest rates and we woul d be
very focused on naking sure that we could deliver
low rates to the industrial custoners. They're a
very inportant part of econom c devel opnent in
the state and we understand the inportance of
t hose custoners to econom c devel opnent in the
state.

SENATOR CAMPBELL: Another -- you -- |ooked at your
enpl oyees per nmegawatt hour generated, which,
what ever the nunber was on the graph. That’s
going to require -- and you show a significant
reduction in force of the fol ks at Santee Cooper,

much | think three or four hundred nore than
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MR ROBO So, first of all, we wll take the approach

they’' ve got, maybe little |ower than that. But
what about those enpl oyees that are going to be
riffed or taken out? Wat kind of plan do you

have for those people?

that we’ve always taken. VWich is nunber one, to
elimnate open positions first. Second, to | ook
to voluntary attrition. So if we're going to --
you know, typically | haven't seen a conpany in
the country that doesn’t have six percent
voluntary attrition. People nove, they get new
jobs, that's a natural part of |life and business
and we woul d plan on six percent of that com ng
fromvoluntary attrition. On top of that, as |
said, we would do an enhanced retirenent program
where we woul d offer fol ks an additional year of
pay on top of what they would get otherw se from
-- fromthe pension in order to entice themto
retire. And so we’ve done that at Qulf, we had
several hundred people take that at Gulf. And
we’ ve been able to manage it so far with very --
what we’ve done at @Qulf with very few involuntary
| ayoffs. If we did have an involuntary |ayoff,
we woul d do what we do with any enpl oyee t hat

ever faces involuntary layoff. First of all they

Garber Reporting
info@garberreporting.com



© 00 N oo o B~ W N

N T N N S T N N o e =
g A W N P O © O N oo o A W N P, O

HEARING PROCEEDINGS
Page 51

MR SHEALY: Next up, Senator Scott.
MR, ROBO - EXAM NATI ON BY SENATOR SCOTT:
SENATOR SCOTT: Thank you. Let me thank you also for

MR ROBO | believe it’ll be less. And the reason

woul d get credit for all of the service they had
at Santee Cooper in terms of severance. So they
get two weeks of severance for every year of
service. They woul d get outplacement, they would
get training, they would get the full force of
what we do in order to find fol ks new jobs. So
we take that very seriously and that’s a serious
comm tnent on our part. But nost inportantly, ny
goal is totry to do this without a |ot of

i nvol untary layoffs through the first three tools
that | tal ked about, particularly the enhanced
retirement program And we're able to do the
enhanced retirenent program as | said earlier,
in that -- because we have one of the nost well-

funded pensions of any conpany in the country.

bei ng here. Qutside of |ooking at Santee Cooper
conpared to NexEra, reorganizing debt, whether we
use your nodel to pay the debt off early or your
Sant ee Cooper nodel at the end of the 20-year
period of tine, costs of utilities to the

customer on your plan, is it nore or |ess?

Garber Reporting
info@garberreporting.com



© 00 N o o b~ w N P

N DN N NN R P P R PR R R R R R
O » W N P O © 0 N O O » W N P O

HEARING PROCEEDINGS

Page 52

believe it’Il be less -- and so first of all,
Senator, | will tell you that any projection you
see that is 20 years out is extraordinarily
specul ative, okay? And -- and | can't tell you
what technol ogy we’'re going to be able to bring
to bear in 20 years, right? Twenty years ago |
woul d not have told you that battery storage
woul d be as cost effective as it is today, right?
| woul d not have expected the real cost of
electricity and the nom nal cost of electricity
in Florida actually have cone down over the | ast
20 years as opposed to go up, okay. So | start
with any forecast | think is speculative. |

t hi nk what you all -- the decision you have --
you all have to nmake, | think is a very sinple
one. It is, do you think that Santee Cooper, as
an unregul ated nonopoly, will operate better than
we w Il over the next 20 years. And | think, you
know, our focus is on low cost. Just the very
fact that you have put together this process has
| ed Santee Cooper to lower their rates quite
significantly, right? Wich tells you sonething.
They didn't do it as -- they didn't do it on
their owmn, right? It’s not part of their culture

to do it on their owm, right? They did it
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because you set a process up to bring conpetition
to the state and they have laid out a plan to
take costs out. W have a proven track record of
doing that. And I think you all have to decide,
does Sant ee Cooper have a proven track record of
executing in the same way.

SENATOR SCOTT: But | nean you take that sane
di scussion a step further you do have obligation
to your stockholders. | think yesterday your
stock was at $282 a share, which is sone of the
hi ghest value of the stock in the country. So
out si de of | ooking at Santee Cooper and you
spending nine billion dollars for a four mllion
dol | ar asset, which neans it’s upside down in the
busi ness world, what really makes Santee Cooper
so attractive to your conpany? Wat do you see
outside of just that -- just outside of just the
utility side that you' re going to be able to do,
and come in that region, make a nmj or
I nprovenent, especially in residential along with
t he busi ness comunity?

MR ROBO So Senator, | think it’s two things. It is
South Carolinais a terrific state, and it is a
very attractive state to do business in. It’'s a

state that we would very nuch like to make sone
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SENATOR SCOTT: | woul d hope so, your nunbers were

maj or investnents in. So that's one. And two is
we see -- when we see a utility that’s been run
i ke Santee Cooper has been run for the |ast 20
years, we see opportunity. W see opportunity to
make it better. And through that opportunity to
make it better we know that we’ll be able to
del i ver |lower cost for custoners and we’ll be
able to nmake investnents. Those investnents wll
be good for custoners, and you know what, they’l
be good for our shareholders too. Right? |

mean, we’'ve been able to at Florida Power and
Light to | ower custoner bills by ten percent --
by eight percent over the |ast decade. And we' ve
been able to grow net inconme at FPL and it’s been
terrific for our shareholders as well. So it’'s
been wwn-win. |t’s been a wn for customers,
it’s been a win for shareholders. And it’'s
because we have that operating philosophy that is
focused on being better every day and getting
better every year and | -- you know, | fully, | -
- you know, we have a 20 year forecast in there
because that was part of the process. | would be

shocked if we don’t do better than that.

little higher than theirs for the 20-year
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forecast. And |ooking at other |ocations you ve
been in New Hanpshire, lowa, Florida, Wsconsin,
ot her types of investnents that you' ve nade
outside the utility, you're comng into an area
where broadband is really needed. Maybe sone of
the larger urban you may pick it up, but the
rural is not there, struggling school systens.
What ot her type of investnents does your track
record show that need to nake that kind of

deci sion to nake major turn such as that | ooking
at further -- looking at not only what the rate’s
going to be but also what you actually invest
back in since you cone with one of the top
conpanies in the country? Tell ne alittle bit
about what you’'ve done, and tell ne about what
you’' re thinking about.

MR. ROBO Yeah, yeah, yeah, no that's --

SENATCOR SCOTT: Because one of the things in |ooking
at your track record, you' re a Harvard Busi ness
School MBA under gr aduat e.

MR. ROBG  Uh- huh,

SENATOR SCOIT: Top five percent, Baker scholar, so
you' ve al ready | ooked way down the road on this
project and tell ne a little bit about what that

vision that you | ook down the road for?
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MR ROBO Yeah. So that’'s a great question. You

know, what can we -- you know, what can we bring
to bear in the communities we do business in?
And you nentioned broadband, and let nme -- I'm
very excited about 5G broadband, the ability to -
- and we are spending a lot of tinme at our
conpany right now |l ooking at -- we had a very

| ar ge broadband business that we grew from

not hing and we sold three years ago -- two years
ago for one point seven billion dollars and we
had a two-year non-conpete and we're getting back
I n the broadband business now. And so we are

very excited about 5G and the technol ogy now to

be able to bring -- to street light poles and to
poles in very -- with, you know, small antennas
and small, you know, small edge conputing, the

ability to deliver that kind of broadband in a
very distributed way. W' re very excited about
that. And so we’'re spending a lot of tine

| ooki ng at that and woul d be very excited about

| ooking at that here in South Carolina. In terns
of what we bring to our comunities, |, you know,
| will -- let me tell you a story of when | --

when | becane president of the generation

busi ness at energy that essentially it wasn't
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cal |l ed NextEra Energy Resources then but it is
that now. In 2003 we built 1,000 negawatts of

wi nd farns around the country, and a 200- negawat t
wind farmwas in New Mexico. It was in a place
cal | ed House, New Mexico. And popul ation, 50,
maybe, in that county. And that investnent
brought property taxes to that county that
conpletely revolutionized their ability to spend
noney on schools, on fire, on police. It was --
when we did the ground breaking in the --
actually the ribbon cutting of opening the w nd
farm they cancell ed school that day and had all
the kids cone to that ground breaki ng because it
was so transformational for that community. And
so the investnents that we nmake in the

communi ties around the country, in renewables, in
the investnents we nmake and the utilities that we
own, that conmes with a responsibility for us to
do the right thing in those communities and to
make those communities better places to |ive.

So, you know, we take that very seriously it’s a
very core part of what we do. W have a very

| arge charitabl e foundation that we bring to bear
wherever we -- you know, wherever we go to do

business. So it’s an inportant part of who we
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are.

SENATCOR SCOIT: A reason why | asked it because, in
any event, if NextEra was able to gain Santee
Cooper, you control the right-of-ways and the
easenents, which also controls the grow h,
expansi on, and econom c devel opnent. And so |
really would want nore information about up front
what you plan to do. Because you either speed up
the process with your investment or you can slow
It down,

MR ROBO Right.

SENATOR SCOIT: O really just kill the whole process
of trying to grow those particular projects.

MR ROBO W are very excited about broadband, you
could -- Senator, you would see us running as
fast as we could to be able to enabl e broadband
In those comunities.

SENATOR SCOIT: Thank you, sir.

MR SHEALY: Next one is Senator Davis.

MR. ROBO - EXAM NATI ON BY SENATOR DAVI S

SENATOR DAVI S:  Mrning, M. Robo.

MR ROBO Morning, Senator.

SENATOR DAVI S: Excel l ent presentation,
extraordinarily inpressive operations and

presentation. Sone phil osophi cal question, first
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with a confession. Before July 2017, | gave very
little thought to energy production,

di stribution, transm ssion. | nean until what
happened at VC Summer two and three, this wasn't
on nmy radar screen. |I’Il just admt that right
up front. But then | dug into it, and then try
to understand the underlying problens, how did

t hat happen and what should we do going forward.
And |'’mgoing to share it with you, sone of ny
general thoughts and then ask how you envi sion
how NextEra fitting in with that. Essentially
what we have in South Carolina, and you know this
far better than | do, is territorial areas that
we have assigned to utilities which are nore or

| ess vertically integrated. And I think that was
in one sense what | ed to what happened at VC
Sumrer two and three is that noneys were

conti nued to be expended by then SCANA and Sant ee
Cooper because that noney went into their rate
base, and then they got a return on that rate
base and their wasn’t really the sort of due
diligence and the sort of corporate
responsibility regardi ng those paynents, wth
natural gas falling and the econom c projections

being run awy. And so one of the concl usions
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that 1’ve drawn fromthat is that instead of
rights being primarily a function of what a
utility invests in capital with the rate of
return that they re allowed, noving toward a
nodel whereby what a rate-payer pays is nore of a
function of what conpetition in the energy
producti on market yields, as opposed to a
vertically-integrated nonopoly. And | guess ny
question is this, does is NextEra -- does it
conpete in, for instance, an | SO RTO nodel s? |Is
it prepared to conpete with IPPs and to, if their
avoi ded cost as determned by the PSE is such
than an I PP can better it, does your nodel
contenpl ate that degree of conpetition or does it
contenpl ate Next Era being the one that invests
the capital, creates the power production? |
guess |I'’m | ooking | onger term Because | think,
you know, at least intuitively |I think that if we
can nove toward a system-- and | understand it
woul d take years if not |onger to nove away from
what we have historically had, which are
territorial nonopolies with vertically-integrated
utilities and nore toward a nodel whereby there
was conpetition on the production side and choice

on the consunption side. Talk to ne alittle bit
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about NextEra's confort in playing in that

particul ar environnent.

MR ROBO So -- so Senator, first of all, we operate

in 45 states in the U S. And so that nmeans we
operate in fully vertically-integrated markets
such as Florida. W also operate in RTO markets
I n New Engl and and PJM and Pennsyl vani a, and New
Jersey, and Maryland in their footprints. And so
we have experience in both. And | -- and we
don’'t fear conpetition. W’ve haven't -- we’ve
never feared conpetition in Florida. W have
conpetition for generation in Florida because,
you know, if you build a new conbine cycle plant
in Florida, you know, they' Il -- in fact,
Okeechobee was part of a conpetitive process,

that we allowed folks to put bids in on
Ckeechobee. No one cane close to us in terns of
our ability to build | ow cost generation in
Florida. So on the one hand, you know, we feel
like that we are quite able to conpete on that
basis, on a cost basis, on an avoi ded-cost basis
as well. No one has every really, in Florida,
been able to beat us on an avoi ded-cost basis as
well in Florida. That said, when you |l ook at RTO

mar kets around the country, they're sone of the
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hi ghest cost markets in the country. And so |
think it comes down to what you said earlier. Do
you have a good process by which you' re doing
generation planning? And one of the problens
with RTO markets is there’s no | ong-term
generation planning. And so they haven't nmde
the -- they haven’t nmade the -- they haven't nmade
the transition fromcoal to solar and to w nd
because there’s no long-termplanning, it’'s all
very short-termoriented. The right process with
the right I ong-termgeneration planning will | ead
toreally low cost in a vertically-integrated
market. And the FPL is living proof of that.

Qur rates at FPL are 40 percent bel ow the

nati onal average, as of last year. And that's in
a vertically-integrated -- that’s in a
vertically-integrated market. And so |I think the
nost i nportant thing, Senator, is to have good
generation planning and | think that, you know,
when you | ook back at -- you know, | have sone

t houghts on how VC Summer happened. | think one
of themwas it is easy to get enanored with one
technology. And I think the reason | said that
we’'re believers in all of the above is that we

eval uate the econom cs of all technol ogies, and
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we have a focus on being clean and | ow cost. And
| think there is, you know, in this country, an
energy policy it’s beconme very dogmatic as
opposed to practical and economc. And, you
know, there are folks on the right who are very
enanored of new nuclear. And there are folks on
the left who are very enanored of offshore w nd.
| think both are terrible -- have terrible
econom cs associated wwth them And | would --
you know, we woul d never do either as a conpany.
And |’ ve been very vocal about that. And, in
fact, we went through the process of getting new
nucl ear back when gas was eight dollars. W got
a new nucl ear plant Iicense. W have a |license
to build a new nuclear plant in Florida. Turkey
-- at Turkey Point, Turkey Point six and seven.
We got the |icense and we’ ve nade a deci sion not
to build it right now because the econom cs nake
no sense. And | think it’s also good regul ation
that’s very inportant as well, right? Good

pl anni ng and good regul ati on.

SENATOR DAVIS: Let nme follow up on that and nove away

froma discussion on an RTO and |1 SO and tal k
about where we are right nowin South Carolina,

or where | think we are. W enacted, |ast year,
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| egi sl ation, the Energy Freedom Act 62 which
essentially really is, is enforcenent of PURPA --
or taking the spirit of PURPA and charging the
PSC wi t h devel opi ng avoi ded- cost net hodol ogi es
that are transparent, that are fair. And then
getting I PPs, you know, ten-year contracts, for

I nstance, so that they have the ability to
recover capital costs. Does NextEra anticipate
or isit willing to participate in that
particul ar environnent whereby when it brings
power production online that -- that it is
subject to IPPs comng forward and denonstrating
that perhaps it can generate the power for |ess

t han the avoi ded cost because -- and | haven't
read it thoroughly, but it seens that for a four-
year period anyway, there seens to be sonewhat of
an insulation in regard to the power generation
capital outlays by NextEra fromthat particular
process. |If you could speak to that for a little
bit?

MR. ROBO Yeah, sure. The reason we have that four-

year period in there is it’'s tied to the rate
freeze, it’s our ability to be able to invest
that generation capital. W have caps in there,

there are hard caps of cost caps in there that

Garber Reporting
info@garberreporting.com




© 00 N o o B~ W N P

N N N N NN P P P P P PP PR
o A W N P O © 0 N O 0o M W N P+, O

HEARING PROCEEDINGS
Page 65

SENATOR DAVIS: And | guess the way |’ mthinking about

are quite conpetitive if you were to | ook at
those relative to sonme of the costs that folKks
have been able to build those projects for around
the country you |l see they' re quite conpetitive.
Post-that we woul d be subject to that sane

| egi sl ati on and woul d have no issue with that.

And we feel |ike there’s no one who can build
renewabl es cheaper than we do. W build -- we're
going to build six billion dollars of renewabl es
this year. | buy two billion dollars of solar

panels a year. No one can beat us on cost and so

we' re happy to take on all coners on that front.

it is that at least for the four-year period when
we’' re tal king about the project -- the energy
production facilities you want to bring online,
we're alnost, in a sense, this general assenbly,
a collective PSCin regard to at |east that four-
year w ndow, right? Because, | nean, we're

| ooking at it and performng the function
essentially what the PSC would do. And |’ m not
saying that’s right or wong. |I’'mjust trying to
think of it conceptually. So one of the things
that we would do as a general assenbly is the

role that the PSC m ght play absent -- absent
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Page 66
this, I think. In regard to that.
MR ROBO So as it relates to the generation plan, |
think that’s a fair -- for the generation plan

think that’s a fair statenent. And think part of
-- part of the reason why we’'re doing that is the
necessity for us to be able to nove quickly. And
to have -- to | ose another year in a PSC review
woul d cost custoners just on the generation --
just on the conbined cycle, fifty mllion dollars
of lost savings on that. And it’s also an
integral part of our ability to deliver the rate
freeze, deliver low rates over a |long period of
time and also be able to deliver the -- be able
to pay what we're being able to pay for the
assets. So it is all part of that whole entire
proposal. And it’s been a key part of our
proposal fromthe beginning. And | think it’'s
integral to it and so, yes, that is the -- that
I's sonething that we are asking you to do which
Is to approve that generation proposal with the -
- wth the cost caps and know ng that we woul dn’t

be able to recover if our costs went above that.

if | could. And it’'s -- again these sound |ike

phi | osophi cal questions to ne but for me even
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beyond obviously the merits, the i mediate
consequences | think the case is very well made.
|"mtrying to | ook at what are the inplications
|l onger term You indicated | think -- explain to
me, because intuitively | think that whenever a
producer of sonething, you know, has to conpete
w th others and whenever the consunmer of that
sonet hi ng has choices that as a result of that
dynam ¢ you usually get a better product at a

| ower cost. You seemto be saying that maybe in
the energy context that what | intuitively think
Is correct may not apply and that perhaps a well -
regulated utility in a vertical integration nodel
may be superior to that. Talk to nme a little bit
about why that’'s the case. Wat is it that’'s

uni que about energy that that intuitive sense |
have about conpetition and choice doesn’t

necessarily obtain?

MR. ROBO Yeah, so there have been nore bankruptcies

I n the unregul ated generation business than any
ot her industry, other than perhaps oil and gas
production. It is a -- it is a un-bankable kind
of activity by the rating agencies right now. It
Is very hard to raise capital very attractively

to build new plants. And so what see in these --
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what you see in unregul ated markets around the
country fundanentally is not a | ot of new
noder ni zed generation going into place. And we
feel like if you have good regul ati on and you
have our operating philosophy that you will get
great outcones for custoners. Wen you | ook at
our bills at FPL conpared to bills in the

unregul ated markets around the country, our bills
are 40 or 50 percent lower. Sone of the highest
bills in the country are in New Engl and, New
York, and those are markets where there's really
al nost no generation investnent going on in those
mar kets because it’s inpossible to get a | ong-
termcontract for new generation, it’s inpossible
to get any kind of infrastructure built in those
markets and it is -- you know, being able to
provi de custoners choi ce sounds great, and
custoners | ove choice, right? | nean, all -- you
know, if you go out and you poll -- you poll a
hundred Anericans they will tell you 80 percent
of themwll tell you that they would | ove
choice, right? And yet when you | ook at the
data, the data says choice hasn’t led to terrific
outcones for custoners, right? You can | ook at

sone of the consuner protection issues that

Garber Reporting
info@garberreporting.com



© 00 N o o b~ w N P

N DN N NN R P P R PR R R R R R
O » W N P O © 0 N O O » W N P O

HEARING PROCEEDINGS

Page 69

you' ve had in places |ike Texas where you' ve had
sone real issues with people marketing --

mar keti ng that power unscrupulously. And | ama
big believer that if you have good regul ation
that these are natural -- this business is a

nat ural nonopoly, right? GCeneration and
distribution is a natural nonopoly. You can have
conpetitive forces brought to bear in building a
new plant. And essentially that’s what we do in
Florida is we have a RP to | ook at building new
pl ants, new conbi ned cycle plants in Florida.
And | think that’'s -- | think that's terrific.
But having the right fully integrated plan that
makes the right decisions around how nuch
renewabl es, how nmuch natural gas, how nuch

nucl ear, how nuch coal, you know. What ki nd of
generation m x do you want to have for the |ong
term not necessarily for a year. Al of these
unregul ated nmarkets are very driven by one year
forward prices and two year forward prices. They
don't lead to any kind -- there is no long-term
pl anni ng going on in any of those markets. And
t hese assets are 40-year assets, you need | ong-
term planning. So those are sone of the reasons

why it’s been -- deregul ation has not been a --
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and it’s why no one’s deregul ated since Enron.
No state has deregul ated since Enron.

SENATOR DAVI S:  Thank you, M. Chairman. Thank you,
M. Robo.

MR SHEALY: Next up on the list is Senator G oons.

MR, ROBO - EXAM NATI ON BY SENATOR GROOVE:

SENATOR GROOMB:  Thank you, M. Chairman. And thank
you for willing to come -- your willingness to
come here today and answer sone questions. In
your opening statenent, one of them you said
show ne a conpany with a good safety record and
"1l show you a great run conpany. How would you
conpare NextEra's safety record with that of
Sant ee Cooper?

MR ROBO | -- that's a great question, Senator. [I'm
not sure we had access to the OSHA recordabl e
rate of Santee Cooper. And so | wouldn’'t want to
make up a nunber to conpare our OSHA recordabl e
rate to Santee Cooper’'s unless soneone fromthe
team has the OSHA recordable rate at Santee
Cooper | don't have it. W can get it to you,

t hough, 1'msure and we’' ||l be happy to provide
t hat conpari son.
SENATOR GROOVS:  Ckay. The -- you mentioned that you

were having difficulty being be able to do due
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dil i gence on sone of the sites; is that correct?

MR ROBO So the -- it was really nore around the
liabilities, Senator and so, you know, we -- it
was hard to get good details around the
liabilities.

SENATOR GROOMS:  But | thought you said we spoke about
the coal plant in Florence? That you said you
were unable to do due diligence there?

MR ROBO. No, no, that’s not --

SENATOR GROOMVSE: That’s not what you said?

MR ROBO That’'s not what | said, Senator, no. No.

SENATOR GROOMS:  What did you say about that?

MR ROBO The -- | said around the litigation around
the failed coal plant. That -- there was no
physical -- there was no coal plant there, right?
So no physical diligence needed. It was really
nore around the liability and ability to get
access to the litigation, you know Al of the
things you would want froma litigation
standpoint to be able to diligence that
liability.

SENATOR GROOMS: Ckay. The Cook liability, the Cook
case, you've nentioned things in conversations
with the other senator fromBerkley. Talk to ne

alittle bit about the settlenent. | nean, you
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made reverence that you' ve settled the Cook case.
What about the cross claim would that be
settled?

MR ROBO Yes, is the answer.

SENATOR GROOMS: Total settlenent?

MR. ROBO  Yes.

SENATOR GROOMVS: Let’'s talk a little bit about the
purchase price for Santee Cooper. And we had
sone di scussions yesterday with the Departnent of
Adm nistration officials and it -- the total
purchase price 9.461 billion dollars?

MR ROBO That’'s right.

SENATOR GROOMS:  And it's listed out as 5.4 cash
contribution fromNextEra, 2.720 billion in
corporate bonds, and 1.330 in securitized bonds.
Talk to nme a little bit about the NextEra cash
contribution. Wuld that be noney fromthe
parent conpany at NextEra energy that would fl ow
to the Santee Cooper Power and Light, which would
then be used for the purchase to the State or --
how does -- take ne through that --

MR ROBO W would finance it as part of our

financing that we do at NextEra as a matter of

course. W do twenty billion dollars of
financing a year. 1In fact, we issued two and a
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half billion dollars of equity last night and,
you know, if we were successful, you know, that
two and a half billion dollars would be part of
the financing that we would do for this, for this
transacti on.

SENATOR GROOMS:  But we -- we know we’re going to have
corporate bonds and securitized bonds?

MR- ROBO Yeah, Santee Cooper -- there will be Santee
Cooper Power and Light bonds, those utility
bonds, yes. So they wouldn’'t be corporate
Next Era bonds.

SENATOR GROOMS: But the parent conpany, the 5.4
billion in equity, that would cone fromthe
parent conpany?

MR. ROBO That would cone fromthe parent conpany and
we woul d finance it at the parent conpany.

SENATOR GROOMS: And it’'s listed as cash but you're
saying you would finance it?

MR ROBO Well -- we would wite you all a check,
iIt's cash to you.

SENATOR GROOMS: It's cash to us, but | was noticing -

MR ROBO And we would get the cash fromthe usual
pl aces we get cash, which is investors and debt -

hol ders. So we’' d raise sone corporate debt, we
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woul d rai se sone equity. As | said, we raised
two and a half billion dollars last night. And -
- after the close. And so we would use sone of
those -- we would use that proceeds to help fund
this transaction.

SENATOR GROOMS:  You were speaking earlier about the
hundred and thirty billion dollars in assets of
Next Era Energy. And | was trying to find out,
where is the cash going to conme fromfor this
transaction. And your 2018 financial statenent
is online, haven't been able to see the 2019 |
I magine it's sonewhere around there.

MR ROBO W filed it Wdnesday, | think, so.

SENATOR GROOMS:  But | noticed in 2018 at the end of
the year you had six hundred and thirty-eight
mllion dollars in cash.

MR ROBO. That’'s right. | wshed it was zero.

SENATOR GROOMS: It -- well, Santee Cooper has al nost
a half a billion dollars.

MR. ROBO Yeah, which is a terrible way to run a
business. Terrible way to run a utility, because
that’ s dead cash on the bal ance sheet and it

bel ongs either in the State’'s pockets or it’'s

custoners pockets and so ny -- the way we woul d
finance -- so think about -- think about our
Garber Reporting
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SENATOR GROOVMS: So the NextEra cash contribution

MR ROBO No, not necessarily.
SENATOR GROOVSE: No? Ckay.

conpany as a conpany that generates eight and a
half billion dollars of free cash flow a year

W pay a few billion dollars out in dividends.

We invest 13 or 14 billion dollars of CapEx above
and beyond that. And so we have a net financing
deficit of somewhere in the order of ten billion
dollars a year that we need to go out to the
public markets and finance. And we finance those
in the public markets and we have an A rating,
it’s very easy for us to go and raise debt. And
we raised two and a half billion dollars of
equity in 15 mnutes last night. So it’'s very
easy for us -- we have great access to capital.
And so what we do is we go and we raise that
noney, and we would raise that noney in order to
finance this transaction. And you all would get
t he cash and our -- you know, our ratings -- we
would do it in a way that would keep our A-m nus
ratings with the agencies. Strong bal ance

sheet’s very inportant to us, Senator.

woul d really nostly come fromdebt instrunents of

sonme sort?
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MR ROBO No, not necessarily. So we -- | issued two

SENATOR GROOMS: So it's really not going to be 5.4

and a half billion of equity last night. And two
and a half of the 5.4 would for sure cone from
that equity just that we did [ast night, Senator.
So it would cone froma variety of sources. W
have probably eight or nine different financings
that we could do. Convertible instrunments,
hybrid instrunents, dead instruments, straight
equity, we could do project finance of existing
assets that we have that would be off credit. So
there’'s a variety of different way we woul d rai se
that cash. But | have -- there are ten banks
who’ ve already offered to lend us the entire
amount. | get a letter every day froma bank
sayi ng please let us finance this Santee Cooper
acquisition. There will be no problemin getting
the nmoney. But it will be financed in a way
that’ s very bal ance-sheet friendly. A strong

bal ance sheet and strong credit is very inportant
to our conpany and it’'s one of the reasons why we
I ssued equity last night is to continue to have a
strong bal ance sheet. And so that -- that is --
you know, we woul d never do anything that would

lead to our credit rating being | owered.
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billion dollars in cash that you woul d have on
t he books sonmewhere, flowing into this
transaction. You would raise that 5.4 billion

dol lars through financing or other nethods that
you nentioned a little while ago?

MR ROBO That's right. W’d raise the noney, it
woul d be cash for a m nute on our bal ance sheet
and then we’'d send it out to you all, and we'd
own the assets.

SENATOR GROOVE: So we’' d be trading about 9.4 billion
dollars in bonds and other debt instrunents for
about eight billion dollars in Santee Cooper
debt ?

MR ROBO So, think about it this way, Senator: the
State is on the hook for every dollar of that
eight billion dollars today. You are not on the
hook -- you have no obligation to NextEra Energy
equity hol ders or debt holders once this
transaction is done. And so in terns of the
State, the State has elimnated all of it’'s
liabilities as it relates to the | ong-term debt
on -- as aresult of this transaction.

SENATOR GROOMVS: Is the State on the hook right now
for Santee Cooper’s debt?

MR ROBO Utimately the State owns Santee Cooper,
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doesn’t it? And so | think it would be -- if you
were to talk to the rating agencies and the State
al | oned Santee Cooper to go under, | think that
woul d be a bad day for the State’s ratings. And
so | think -- I think your -- | think the folks
who manage your -- who nmanage the State’s bond
ratings would tell you that it would not be a
good day for the State’'s ratings if that happens,
so.

SENATOR GROOMS: It wouldn’t be, but the taxpayers --
the State is really not on the hook, so to speak,
for Santee Cooper’s debt.

MR ROBO Sure, it’s Santee Cooper’s custoners right
Now.

SENATOR GROOMS: The custoners, right.

MR ROBO No, fair enough.

SENATOR GROOMS:  And the custoners of South Carolina
Power and Light, should the transaction go
t hrough, woul d be on the hook for Santee Cooper
Power and Light’s bonds and i ndebt edness?

MR ROBO That’'s right. But just the utility bonds.
Not any of the corporate financing. That
corporate financing is done wthout -- you know
there’s no -- we are not |ooking to recover from

custoners the premumthat we' re paying for those
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assets, right? Said another way.

SENATOR GROOMS: Right.

MR ROBO Right. That is on -- that is on our, we
w || have, you know, in the order of four billion
or five billion dollars of good will on our books
as a result of this transaction and so that
goodwi Il 1s not going to be -- we're not going to
try to recover that good wll from Santee Cooper
Power and Light’s custoners.

SENATOR GROOMS:  But isn't it true that the custoners
of Sant ee Cooper Power and Light would be
responsi ble for having a return on equity to the
parent conpany?

MR ROBO Yes, but only on the rate base. And not on

the good will -- right, because renenber there’s,
you know, of it's 5.4 billion, Petter, of rate
base?

MR SKANTZE: About five and a half.

MR ROBO. Five and a half billion of rate base and so
t hey would be on the hook for the five and a half
billion of a return on the five and a hal f
billion of rate base. But we're paying far in
excess of, you know -- we’re paying nine and half
billion for it, so.

SENATOR CROOMS:  And talk to ne a little bit about the
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MR ROBO It would be a conmbination. So all of the

SENATOR GROOMS:  So at the end of four years, the

MR ROBO How do you conme to that?
SENATOR GROOMS: Santee Cooper’s current debt plus --

MR ROBO Yeah, so, Senator by ny math --
SENATOR GROOMS: There woul d be nore outstandi ng debt

project in Fairfield. And the other inprovenents
of up to two point three billion dollars. Wuld
t hey al so be financed by bond issues from Sant ee
Cooper Power and Light or fromequity fromthe

parent Next Era Energy or a conbination of both?

new i nvest nent woul d be financed essentially
roughly 50/50, 50 percent by utility debt issued
at the Santee Cooper Power and Light |evel and 50
percent with equity fromequity investnment from

Next Era into Sant ee Cooper Power and Light.

first four years of Santee Cooper Power and
Li ght, the custoners of Santee Cooper Power and
Li ght woul d be responsi ble for paying off nore

debt then than they do right now?

Sant ee Cooper’s current debt that the custoners
are on the hook to pay off versus NextEra Santee

Cooper Power and Light in four years.

in four years than there would be under Santee

Cooper.
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MR ROBO No, there will be 50 percent less. So by
ny math right now there’'s eight billion dollars
of debt that Santee Cooper is -- Santee Cooper
custoners are on the hook to pay off. And so at
the end of four years roughly and, Petter,
correct me if I"'mwong, we'd have 2.7 billion
dollars of initial utility debt. W would
finance that 2.3 billion of investnment we nmake
over the next four years with roughly another
billion and one of debt that would get you to
sonmewhere in the order of 3.8, 3.9 billion of
debt at the end of four years, which would be

about half of where you would be. And that would

be subject to checking our nodel. Yeah, but
that's -- it’'d be roughly half. So think about it
as four billion versus eight billion.

SENATOR GROOVS: But there's still a conponent of
return on equity to the parent conpany?

MR, ROBO That's right.

SENATOR GROOMS:  That the custonmers would still be on
t he hook to repay?

MR ROBO That’'s right.

SENATOR GROOMS: O not repay but to pay continually.

MR ROBO That's right, to pay, to pay -- that'’s
right. That’s right.
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SENATOR GROOMS: You spoke about new technol ogy has

revol utioni zed the generation of electricity.

And that the -- and part of the corporate
culture of NextEra is new technologies. |If a new
generation unit such as what’'s proposed at
Fairfield is built, does that not lock in the
resource plan for at |east 20 years? How nuch
flexibility would that give you if you' re

building a plant that large at that site?

MR. ROBO Yeah, so we -- we have made conti nued

I nvest- -- part of our new technol ogy focus has
been continued investnments in inproving the
asset, the generation that we built over the | ast
20 years. Gve you an exanple of that. So we
built the first conbined cycle in the world at
our plant in Martin in the mddle 80s. And the
heat rate, the fuel efficiency of that, the
nunber of BTUs you need to generate -- of gas
that you need to generate a negawatt hour of
electricity in the md 80s was 7,600 BTUs of gas
that you needed. Today it's -- because of

I nvestments that we’ ve nmade to inprove that unit
It’s 7,000. And so it’s alnost -- alnost ten
percent nore fuel efficient today than it was

back 20 years ago. So we’ve continued to nake
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SENATOR GROOMS:  And | guess nodernizing the fleet is

MR. ROBO That's right, Senator.

I nvestments to make these assets better. | don't
vi ew conbi ned cycle as static assets. And the --
and we’' Il continue -- you know, and we’'re al so
not afraid to tear assets down that are before
their end of their useful life. So we had
several assets in Florida that we tore down and
actually rebuilt different assets at the sane
spot. And so we nodernized -- significantly
noder ni zed our generation fleet over the |last 15
years. There’'s sone great -- if you like

expl osion videos, there's sone great video on our
website of power plants being blown up over the

| ast decade. And we’ve had four or five power
plants that literally we’ ve knocked down and
rebuilt in situ and nodernized them before -- you
know, before the end of their useful life. So
we're not afraid to take a | ook at new
technology. And if it nmakes sense, we will go
ahead and invest it and continue to nodernize the

fleet.

what |led to decades -- at |east the | ast decade
of | owering cost and having | ower power bills for

the folks at Florida Power and Light?
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SENATOR GROOMS:  And you intend to do that here with
this fleet?

MR. ROBO Absolutely, that's a key elenent of that.

CHAI RVAN LEATHERVMAN:  We’ ve been about two hours. |
bet sonme fol ks need a break.

MR ROBO | would certainly appreciate one.

CHAl RVAN LEATHERMAN:  Fifteen m nute break, we’'ll be
back here at 11:15.

MR ROBO Ckay. Thank you so nuch.

(A short break was taken at this tine.)

CHAI RVAN LEATHERVAN: M. Robo, proceed.

SENATOR GROOMS: We were tal king about how you were
able to |l ower the power bills for the custoners
of Florida Power and Light through nodernization,
over the |ast decade. |In |ooking at the
Department of Adm nistration's plan and the
analysis on rates by their experts why did that
not occur in that plan? Wy do rates continually
I ncrease over the next 30 years?

MR ROBO A big driver of that, frankly, is the fuel
forecast, right. And so the nore fuel efficient
you are, the less fuel you're going to burn. But
I f you have a forecast where the price of natural
gas is going up, which is what is enbedded in

that forecast, that’s what drives that -- those
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prices going up. So, you know, | think natural
gas is going to be flat. And if natural gas is
flat and we get nore fuel efficient every year
then prices are going to -- then the rates are
going to cone dowmm. So it's very -- it is very
sensitive to the assunptions around the fuel
price forecast going forward.

SENATOR GROOMVS: So what woul d happen if natural gas
goes up?

MR ROBO. Well, that is what the forecast is --
enbedded in that forecast is natural gas prices
goi ng up, essentially.

SENATOR GROOVS: But you believe they' Il be flat?
MR ROBO | believe they' Il be flat. | think -- |
mean, there is so much natural gas in this

country. You know, it’s actually been com ng
down and down and down and | think at best it’'s
going to be flat and it may continue to cone
down. Just like in power generation, new
technol ogy has revolutionized the oil -- you
know, the gas business, and they're getting nore
efficient every year and longer |aterals, nore
efficient fracking fluids, all of that. And that
is driving -- you know, the defined devel opnent

cost to actually cone down over tine, so.
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SENATOR GROOMS:  You were speaking a little while ago
about the wind turbines and investnents in the
community. Wat was the community you nentioned
a mnute ago?

MR ROBO It was House, New Mexi co.

SENATOR GROOMS:  New -- House, New Mexico. And it was
a giant celebration because of the increased tax
base?

MR. ROBO That's right.

SENATOR GROOMS:  In ny conmunity where I'mfrom | was
born in Monks Corner. M conmunity neans
everything to ne. And under the plan we’'re
| osi ng a nunber of jobs in Mnks Corner under the
Next Era plan. And sone of those functions would
be shifted fromthe corporate headquarters,
assune, down to the corporate headquarters in
Juno, Florida. |Is that --

MR ROBO So, the way to think about it is we're
certainly not going to be adding any jobs in
Florida at the expense of Mnks Corner. WII
there be activities that are done in Florida?
Yes. | wll -- ny expectation is those
activities wll be done by the same people | have
doing themright now W' re not going to be

hiring a bunch of people in Florida to do work
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SENATOR GROOMS: So it’'s not a bad thing if you | ose

that’s being done in South Carolina right now
And | think -- Senator, | understand and have
deep enpathy for the inpacts in Monks Corner. |
understand the issues with the job loss. And,
you know, fundanentally that’s why we’'re going to
approach it with the enhanced retirenent plans
that we will with focus on attrition and

I nvoluntary -- you know, voluntary turnover to be
the first set of job |osses that woul d take

pl ace. Wich would be sinply attrition,

el imnating open positions and enhanced
retirement. And, you know, | can’t promse we're
going to get a hundred percent of the job
reductions that way but ny expectation is we
woul d get a very, very -- our history says that
we get 80 to 90 percent of the job reductions
needed t hrough those neans. Wich are
fundanentally -- you know, when we do an enhanced
retirement plan it is people raising their hands
saying, yes, | want to go, and I’ m happy to go
and nove on to ny next chapter. And so it’s not
a bad thing, Senator. 1In a lot of ways it’s an
opportunity for folks to nove on and do ot her

things and start their retirenment earlier.
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your job?
MR ROBO If not if youlose it -- it's not if you
take -- if you nake a decision to take an early

retirement package and go do sonething el se,
what ever that may be. Enjoy your retirenment or
do other things. And so | -- you know, we
approach this with a lot of enpathy. | nean, our
approach to managi ng people is to be very focused
on treating themw th respect and providing the
kind of -- and for any involuntary |osses that we
woul d provide the training and the outpl acenent
and the severance to mtigate the inpacts of that
as much as possible. But | would be shocked,
Senator, if we can’'t handle 80 percent of the job
reductions through the first three things that I
tal ked about. Elimnation of open positions,
attrition, and an enhanced retirenent package.
SENATOR GROOMS:  But a lot of the admn, the |egal

accounting, procurenent and engi neering

functions, those would in essence be -- for the
| arge part be done in Jupiter, Florida -- Juno,
Fl ori da.

MR ROBO W would centralize, certainly, a certain -
- you know, a certain nunber of those functions

absol utely.
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SENATOR GROOME:  And how woul d those reflect in cost
to -- because those are functions that woul d be
done on behal f of Santee Cooper Power and Light.
So Santee Cooper Power and Light would, in
essence, still be billed for some of those
functions.

MR. ROBO At a nuch, nuch |Iower cost than they're
bei ng provided today. And it would be through --
there’s a -- for those of you who are students of
regul atory cost allocations, there is sonething
cal l ed the Massachusetts fornula that is a --
kind of a tried and true nethod of allocating
costs anongst utilities where one utility is
doing the work for another and it’s sonething
that has a ot of visibility that the PSC woul d
be able to | ook at and sonething that we’ve done
and do as a matter of course. And so that would
be how the allocations would be done, but the
cost would be significantly | ower for the
custoners of Santee Cooper for whatever.

What ever activities are going to be happening in
the central |ocation they would be significantly
| ower than what’'s being costed today.

SENATOR GROOMS: | believe sone anal ysis was that the

corporate headquarters has a econom c benefit of
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about one and a half billion dollars. And | know
we're not losing all. | nean, there' s still
going to be enployees, there's still going to be

at Santee Cooper but sonme of those functions go
away. And in the enabling |egislation do we set
asi de what those costs would be or could -- you
said it was normally sone function of the Public
Service Conm ssion. But do we set that as a

standard in the enabling | egislation?

MR ROBGO No, no. Renenber the rates are frozen,

right? So whatever the costs are, the costs are.
W're not recovering those costs -- we’'re not
recovering those costs in the first four years.
Qur rate -- the rate is frozen for the four
years. So if our costs are -- it’s $64. |f our
costs are $67 we don’'t nake any noney, okay? Cur
rates are frozen. W take the risk of cost
overruns or anything like that in those first
four years. After those four years you go

t hrough the usual rate regulation that you Il
have -- we wll -- Santee Cooper Power and Light
w Il go through their usual rate regulation that
any QU in the state of South Carolina would go

t hrough and that would include a review of all of

t hose ki nd of costs.
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SENATOR GROOVE: Woul d those -- would those type of
costs be available to us? I'msure they're in
your cost calculations to the Departnent of
Adm nistration. |I'mjust trying to get an idea
of how nmuch cost are being allocated to the
corporate headquarters above return on
I nvestnment. Return on equity.

MR. ROBO So you shouldn’t think about it as above
return on investnent because they're not really
tied, right? One is a cost and the other is a
return on equity. But the -- those costs are
avai |l abl e and we coul d provide -- you know, we
could provide an estinmate. W don't really know
for sure what they’' Il be until we get in and
actual |y execute on our plans, but --

SENATOR GROOMS: But you had to have sone sort of
estimate of what that woul d be?

MR. ROBO  Sure.

SENATOR GROOMS: Wth the matrix we did a conpari son.

MR. ROBO  Sure.

SENATOR GROOMS:  And so those nunbers woul d be

hel pf ul .

MR. ROBO  Sure.

SENATOR GROOMS: | assume at sone point that this
commttee and others will have access to sone
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SENATOR GROOMS:  In addition to the job | osses that’s

Page 92
this information that the departnment of
adm nistration has. There's -- there’'s a |lot.
W all like to boil things down to bunper sticker

sl ogans but this is sone conplicated stuff that
has |ong-lasting inplications |I believe you would

agree with that.

deci sion around what the future of the electric
industry is in this state. | don’t disagree that
it’s a fundanental decision that you have to
make. And, you know, we'll provide you with any
data that you need to help you nake t hat
decision. | have no problemat all wth

providing you wth that kind of information.

concerning to ne, in your enabling legislation, |
al so noticed that you' re asking for a provision
to pay zero -- | say zero, to pay no property
taxes on the equipnent of the 5.4 billion dollars
of assets that would be purchased. And that
woul d have -- the jobs are |eaving, okay. M
home area. M Berkley County School District is
going to take a hit just with that and now
they’'re going to be deprived of property tax

revenue that any other investor on utility would
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be paying. Speak to nme about that.

MR ROBO So let ne be clear about what’'s getting
paid right now and what we woul d pay
increnentally. So what’'s being paid right nowis
a, you know, we would continue on the existing
assets to pay what Santee Cooper is paying right
now. Wiich | believe is five mllion dollars?
Petter, rem nd ne?

MR SKANTZE: Yeah, five mllion.

MR ROBO Five mllion dollars a year. On the
exi sting assets. On any new assets we woul d pay
the -- that aren’t subject to a fee in lieu of
t axes agreenent we woul d pay, you know, the
regul ar property taxes on those. And then on the
-- essentially the new generation that is going
to be subject to the fee in lieu of taxes regine
we woul d pay those fees on the new generation
over that period of time. So it’'s actually a
significant increnental anount of property taxes
are going to get paid to local -- to the -- you
know, to local counties and to and a significant
amount of increnental state incone taxes are
going to be paid over tinme as well. If you
remenber fromny presentation we said 3.3 billion

dollars of nom nal increnmental property and state
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I ncone taxes are going to be paid over the next
30 years. And our NPV of that was, you know, 1.6
or 1.7 billion dollars. So a very significant
amount of -- above and beyond what Sant ee Cooper

I S payi ng today. Above and beyond what Santee

Cooper is paying today. Now we -- |'msure we
can do an estimate by county. | haven't seen
one, |'’msure we could do one. But in total for

all the counties that Santee Cooper is doing
busi ness in today there is a significant,
significant increnental property tax. This is a
property tax windfall to the -- in total, to the
counties that Santee Cooper does business in
t oday.

SENATOR GROOMS: | sonehow missed that particularly if
we're freezing -- or not freezing, exenpting a
| ayer taxation on the existing assets, | don't
know how we get to a windfall.

MR ROBO Al the new assets, the new assets.

SENATOR GROOMS: The new assets, like in Fairfield
County?

MR ROBO The new assets, all the generation would
have fee in lieu of taxes paid on it and then any
new i nvestnent that isn't generation. So new

I nvestment in, you know, new substations or new
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poles and wires, all of that would generate --
you know, new transm ssion lines all of that
woul d generate new property taxes in the counties
that we’'re naking those investnents in.

SENATOR GROOVS: So when inprovenents were nmade to the
transm ssion woul d the whol e asset then cone
online or how woul d we break out naintenance
versus replacenent of pol es?

MR ROBO So nmmi ntenance would go to the existing
ones and woul d be subject to the old fee in lieu
of -- the old -- would be considered existing
assets. New substations, new transm ssion |ines,
new subdi vi sions with new poles and wires, all of
t hat woul d be new conputer systens, new, you
know, whatever. \Whatever is new not replacing
sonet hing that was existing would be -- you would
pay regul ar property taxes on.

SENATOR GROOMS:  But we get rid of all the file
cabinets in Monks Corner right now and we put in
new file cabinets, that’'s new busi ness equi pnent.
So there woul d be property taxes on the new
busi ness equi prent ?

MR ROBO So if you were -- | think. And we’d have
to get our property tax folks toin -- to confirm

this and we will confirmthis for you. |
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believe, if we replaced file cabinet for file
cabi net that would be existing. But if we did
file cabinet for conputer, conputer would be new.

SENATOR GROOVSE: What if you do conputer for conputer?

MR ROBO  Conputer for conputer | think is existing.
So if it's existing --

SENATOR GROOMS:  But if bought a conputer in place of
a file cabinet?

MR ROBO Then that’s new So if it’s a replacenent
of an existing asset | believe it is -- counts as
exi sting and woul d not be subject to property
taxes. If it is new, truly new and sonething
different, that would be new and our estinmate of
that is laid out. And we can give you an
estimate, by county, of certainly in total for
the property taxes that we would pay on the new
I nvestment that we’'d be nmaking by year over tine
when we have that. And | saw a projection of
that for state -- state incone taxes and property
taxes this norning. So | know we have -- we have
that at the total |evel whether we can cut it
down to the county level |I’mnot sure about that.

SENATOR GROOMS: Woul d that hold true for vehicles?
W' ve got -- there’s a notor pool of Santee

Cooper vehicles right nowtheir Iine crews have
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sone rat her expensive equi pnent. You replace a
line crews truck, is that still going to be
property tax exenpt for 30 years?

MR ROBO Yeah, ny sense is that that would be
property tax exenpt for the 30 years.

SENATOR GROOMS:  And those fol ks in New Mexico they're
real happy with their school, right?

CHAl RVAN LEATHERVAN: W' re not worried about the
peopl e in New Mexi co.

MR- ROBO  Senator, Senator --

SENATOR GROOMS: It seens |ike sone people are very
concerned about them and | ess concerned about the
fol ks in Berkley.

CHAI RVAN LEATHERMAN:  Thank you.

MR. ROBO. Senator, there is three billion dollars of
i ncrenmental property and state incone taxes that
are going to be paid over tinme and we’d be happy
to give you a by-year estimte of what we think
the increnmental property tax is. And by the way,
it is -- you know, we would be -- it is, in sonme
ways, sinmply left pocket, right pocket, correct?
| mean, this is all in a lot of ways very
fungi bl e whet her you tax customers through
property taxes that are passed through in rates,

or whether you keep the rates | ow and you don’t
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have property taxes. It is all a single bucket
of nmoney. And it really conmes down to a decision
on your all’s part of do you want it in the
rates, or would you like it going to the -- or
going to the counties? And we nade a deci sion
that we would take the increnental piece and put
it to property taxes which is, on a going-forward
basis, going to be very good for the counties

t hat people do business -- that Santee Cooper
does business in. And that we wll start -- you
know, that we wll be paying state incone taxes
as well. That those increnental taxes, which
total three billion dollars over -- 3.3 billion
dol l ars over 30 years was, you know, a very big
part of the benefit of having us purchase Santee
Cooper. New we could pay property taxes,
standard property taxes on the existing assets.
You woul d have that, that would be just to pass
through in rates. W could do that. But that's
a decision really for you all. 1’d be happy to
do that if you want us to do that but it would
have an inpact on -- have an inpact on rates and,
you know, we thought was the right -- we thought
this was the right, the right bal ance between

rates and property taxes going to |l ocal counties.
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SENATOR GROOVE: Did you know that we directed that in
the joint resolution that we don't differentiate
one utility versus another and that all the
utilities in the state should be held equal ?

MR ROBO They -- yes. And our viewis that on the
new i nvestnent, that we wll be treated no
differently than any of the other utilities
woul d.

SENATOR GROOVE: Well we’ve tal ked about property
taxes a little bit and we’ve got -- and this gets
nore and nore conplicated with the property taxes
when you' re | ooking at an asset |ike Canp Hall.
Canp Hall is about a 6,000 acre site where Vol vo
has built a manufacturing facility owned by
Sant ee Cooper -- or the |land does. (oing
forward, would that |and be exenpt from property
taxes? In other words, would NextEra be able to
devel op a canpus there that does not pay property
t axes?

MR ROBO M sense on that is that would be new, the
new -- if we built a new building on a piece of
| and, that new building would be subject to
property taxes.

SENATOR GROOMS:  But the property woul d not?

MR. ROBO The property -- if it's existing property,
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woul d be an existing. So think about it is, if
It’s an existing, it’'s existing. And if it's a
repl acenment of existing then it remains an
existing. And if it’s newit’s new.

SENATOR GROOVE: As you're aware, there are hundreds
of |l eased lots on the | ake within the FERC
boundary. And | think there may be sone outside
t he FERC boundary. How would the property tax
| ssue work for those that would be | easing
properties from-- | guess they’'re now with
Sant ee Cooper, then they would be | easing
properties from Next Era?

MR. ROBO Yeah. There -- our understanding is
there’ d be no change.

SENATOR GROOMS: No change. The --

CHAl RMVAN LEATHERVAN: Let me -- this is very
interesting. The president just |eft over there
at noon and | don’t dare go agai nst hi m because
we may not get back here until 5:00 this
afternoon so I’'mgoing to conply with his
request. So ny watch is different than that
clock but I"'mgoing to go by that clock. So
| et’s take a recess and go to floor and when he
turns us loose we'll be back in here.

MR ROBO Terrific. Thank you, M. Chairman.
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(A break was taken at this tine.)

CHAI RVAN LEATHERMAN:  We're back this afternoon. |
feel we've got a quorum present. Thank you for
this norning. W will continue, sir. Senator
G oons, you’'re up.

SENATOR GROOMS:  Just for a little while, M.

Chai rman, thank you. Thi nking about your
expansi on plans over in Newberry -- |I'’msorry,
Fairfield County. It seens |ike it takes a while
to be able to put together that entire process
and nove forward. Four years seens awfully
aggressive. \Wat steps have you already taken to
be able to nove forward with that plan?

MR ROBO Yes. So, Senator, you know, | had ny first
meeting in South Carolina around the issue of
Sant ee Cooper in, | believe, it was August of
2017. And after that neeting | instructed ny
teamto start working on devel opnment of new power
plants, including solar sites and conbi ned cycle
sites. So we’'ve been working on this -- we've
been working on this conbined cycle site for a
long tine. As we have with all the solar sites
that we’ve put together in the state. And so
that was, you know, part of -- that was part of

our business strategy frankly post the issues
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w th VC Summer not happeni ng.

SENATOR GROOMS: \What agreenents do you have in place

al ready?

MR ROBO So, | believe we have a fee in |lieu of

taxes agreenent in place wth the County. W
have i nterconnection requests and we have, you
know, the standard devel opnent things that you do
for -- you know, we’'ve found and. W have an
I nt erconnection request and we are working on,
you know, the water -- water issues there. And
al so we’ve been working on getting gas access.
And so all of the things, the key things in any
conbi ned cycle power plant, is |and,

I nterconnection of transm ssion and natural gas
access and -- and, you know, and a custoner
effectively, right? And so that, you know,
that’s the work that we’ve been doing for the

| ast two and half years there.

SENATOR GROOMS: It can be built rather quickly.
MR ROBO It can be built extrenely quickly and so

we're -- you know, we’'ve been -- also there's a
|l ot of permtting that has already gotten
started, all of the engineering, all of that.
And we’ ve done all of that on, you know -- we’ve

done all that on the com -- that’s all been on
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our dine and so.

SENATOR GROOMS:  Was the Departnent of Adm nistration
aware that you were executing docunents and
novi ng towards that goal of being able to build

t he plant?

MR ROBO | believe so. | believe so. |’mnot
entirely -- not entirely sure of that but I
bel i eve so.

SENATOR GROOMS: | nean, | know Sant ee Cooper got

their nose rubbed in it for trying to enter into
some negotiations over what they m ght be able to
do in the future with another utility and were
told not to. But it seens |like there were sone
agreenents that were put in place by NextEra
during that sane tinme frane.

MR ROBO So there were -- there were agreenents put
in place. W could sell that power to anyone,
Senator, right. And so this is a conbined cycle
plant that we spent all that noney at our own
risk to develop. And we felt like it nmake sense
given the situation with VC Sunmer two and three.
And it was a call | nmade way, way, way, way, way,
way before the joint resolution was passed. W
made this call to start devel oping this power

plant two and a half years ago.
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SENATOR GROOVSE: And you nentioned the interconnect.
So you’ ve had di scussions with Dom nion, |
assunme, being able to energize the systemor be
able to utilize the interconnects that are there?

MR ROBO. So we have and renenber we are -- there’'s
two different alternatives for the
I nterconnection at that site. One is directly
into Santee Cooper’s -- directly into Santee
Cooper’s system and the other would be into the
VC Summer substation now. Presumably if you were
building a 2,400 negawatt nucl ear plant you have
the transm ssion capacity to inject 1,200
nmegawatts of generation there. W’re still -- we
are still working on that, though, with the many
I nt erconnecti on processes can be kind of drawn
out. And so that’'s another reason why in order
to hit those tine |ines we’ve been getting going
on that.

SENATOR GROOMS:  And you’'re working with Dom nion al so
on the |ake that's there?

MR ROBG | think --

SENATOR GROOMS: | think they own the | ake.

MR ROBO They -- yeah, VC Summer has water rights to
the |l ake, correct. And so Santee Cooper owns a

portion of the |ake as does Dom nion.

Garber Reporting
info@garberreporting.com



© 00 N o o B~ W N P

N N N N NN P P P P P PP PR
o A W N P O © 0 N O 0o M W N P+, O

HEARING PROCEEDINGS
Page 105

SENATOR GROOMS: And the pipeline. Being able to --
because isn’'t available there and | know that
woul d branch off Transco, to be able to pull gas
to that site.

MR ROBO That’'s right.

SENATOR GROOMS:  And you believe that can be done --

MR ROBO That’s right, absolutely.

SENATOR GROOMS:  -- in the sane time frane?

MR. ROBO Absolutely. W just built a -- we're in

the process -- we just permtted a -- see that
would be a -- it would not be a FERC pi peli ne,
it’d be a Henshaw pipeline. It’'s an intrastate

pi peline. You can do that actually reasonably
quickly. W just did one in Florida in 12 -- we
just permtted it in 12 nonths and we started
construction | ast week, so. You know, we feel
very good that we'll be able to get all of that
done in the tine frane that we've laid out. It’s
tight. |It’s an aggressive tinme line. But we
feel good that -- and it’s our risk, obviously,
for the year because that’'s an inportant part of
bringi ng savings. And, you know, it’s our risk
If it’s a year delayed during the rate freeze.

SENATOR GROOMS:  Thank you, M. Chairnman.

CHAI RVAN LEATHERMAN:  Thank you, Senator. M ke, who's
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next ?

MR. SHEALY: Senator Setzler is next.

MR ROBO - EXAM NATI ON BY SENATOR SETZLER

SENATOR SETZLER:  Thank you, M. Chairman. M. Robo,
t hank you for being here and thank you for your
presentation. The caveat that | stated yesterday
"Il state for you. And that is do not be led to
believe that | have a particular position by the
questions because | amtruly open on this issue
of one of the three alternatives that are there.
And secondly, contrary to your cool ness and
cal mess, | get pretty hyper. So if | start --
don’t get -- don't take offense if | get hyper in
my questions, okay?

MR ROBO No offense taken, Senator.

SENATOR SETZLER:  You nade a great presentation and |
appreciate it.

MR, ROBO Thank you.

CHAl RMVAN LEATHERVAN:  We' I | control you if you get too

SENATCOR SETZLER | did understand you and clearly you
made a presentation highlighting what you think
I's beneficial to South Carolina to the NextEra
proposal. Please keep in mnd that we as nenbers

of the Senate have just received this
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information. And there are a thousand pages that
we’ ve not even had an opportunity to | ook at. So
If we ask you questions that you think may be
questionable why we ask themit’s because we
haven’t seen it to understand it. And it’'s our
responsibility, in nmy opinion, to peel back and
get the appropriate information for us to nake a
reasonabl e and responsi bl e deci sion of what's
best for the people of South Carolina. So | just
| want to say that. And you tal ked about the
agreenent of the legislation. And | believe you
said the proposed legislation is critical, was
your words, to your proposal; is that correct?

MR ROBO That’'s right, Senator.

SENATOR SETZLER: Al right. So are you saying that
If legislation is not adopted that then the
NextEra bid is off the table?

MR ROBO. So Senator first of all if -- remenber the
four things the legislation does. The first
thing is allowthe sale to happen, right. So if
that elenment of the legislation falls away
obvi ously you couldn’t -- there’s no sale, right?

SENATOR SETZLER R ght.

MR ROBO  You need approval of -- you know, of the

| egislature in order for the sale to happen. The
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second part that it does is docunent our

comm tnents and we think that’s very inportant.
We think you should want those comm tnents
docunented in the legislation as well. The third
part that it does is enable the generation plan
and enable us to get going as quickly as possible
on our generation plan. That is also very

i nportant to the overall proposal. And so we had
a lot of discussions with the DOA about that part
of our proposal. And we’'ve said -- we've said
all along that our generation plan is very --
it’s very tied to our ability to be able to pay
what we’re paying. And so, you know, that
remains, | think. You all -- you know, so we
tried to -- with the DOA and renenber with
Central as well because Central had a variety of
things that they were | ooking for that were al so
val ue points for us, right? And so it was a bit
of a Rubik’s Cube, if you will, in terns of
satisfying all of the parties in the process.

And so, you know, obviously you all are the nost

I nportant party. And so you have to get
confortable or not with legislation as it’s been
laid out. And is there no deal if you change

el ements of the legislation? It depends on what
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SENATOR SETZLER: Are you -- and clearly it details

el ements of the legislation you change and how we
woul d -- you know, we would put a value on -- and
we did with the DOA put a val ue on what we

t hought our ability to invest in the generation
plan was worth to our bid and we put, you know,
we put a dollar amount on that. So, you know,
there is -- we can value various elements of this
proposal. And so sone elenents, yes, we can put
a value on and it wouldn’t be no deal it’'d be
just a different deal. And then other elenents,
frankly, are | think kind of integral and
obviously allow ng the sale woul d be one and
setting us up as an QU that’s the fourth one.
Obvi ously we need to be legally set up as a
utility in the state. That's, | think, kind of a
critical part of the legislation as well. So --
and | deeply appreciate that you' ve only had a
few days to | ook at what is a very conplicated
transaction. You know, |'mfully supportive of
doi ng whatever we can to answer whatever

qguestions you all have about all of it.

your commitnents but it also details benefits to
NextEra in that legislation, i.e. tax breaks,

leaving liabilities with the State, whatever.
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under stand you m ght could pass themon the tax
payer. But it's not all about commtnents,
there’s also benefits there.

MR ROBO Yeah, that's right. | -- Senator, |’ m not
sure I'd call them benefits. | think what |
woul d call themis an allocate- -- you know, for
exanple on the liabilities it’s arisk -- a set
of risk allocations. These are all liabilities
that Santee owns already, right. And so it’'s a
question of, in our bid, you know, for exanple,
we have had no access to any of the litigation
materials that Santee has, any of the depositions
t hat have happened around sone of this
litigation, any of -- we’ ve been able to do no
due diligence around any of that and any of those
liabilities. And so it was really, it -- |eave
aside the fact that many of those liabilities, |
think, are better defended by the State than they
are us. W really had no way to --

SENATOR SETZLER: We mght differ with that, you do
under st and that?

MR ROBO You certainly --

SENATOR SETZLER: It mght be better with you than
W th us.

MR. ROBO Yeah, no, that’'s possible too. So. And
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we’'re very open to being -- you know, to being
able to go and diligence those liabilities and
havi ng a di scussion about them And that if --

I f that becones an issue we’'re happy to -- we’'re
happy to do that but it’s going to require our
ability to goin and really diligence the state
of those | egal proceedings.

SENATOR SETZLER: Do you -- are you aware that the
advi sors and the experts the DOA have said that
it’s their understanding and y'all have stated to
them if |’munderstanding themcorrectly, that
this is a contingent part of your bid and if it’'s
not passed, you wal k.

MR ROBO So --

SENATOR SETZLER: First of all. And secondly, did you
know | don’t believe we have the ability to
negotiate with you on that |egislation under what
-- the resolution that was passed because we were
supposed to receive a bid that when the CGeneral
Assenbly acted, it was enforceabl e.

MR ROBO So, | want to address the second one ot her
than the say | think you can -- you all have a
|l ot of latitude to do, | think, what you woul d
like to do, presum ng that you -- you know, you

have enough votes to say what you want to do,
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right. So, you know, you set the laws for the
state. And so | think you have a lot of latitude
on the second part to really -- to do what you
would like to do on that front.

SENATOR SETZLER: But is that really fair to the other
bi dders that you' ve put in a bid wth a
contingency with specific |anguage you want and
then to say that we can negotiate with you on the
| anguage and | eave this part out or that part?

In nmy opinion, that’'s an uneven playing field for
the other potential bidders.

MR ROBO Yeah, | -- 1| --

SENATOR SETZLER: They didn’t have the opportunity to
negotiation with us directly, that was the reason
the joint resolution was set up the way it was.

MR ROBO | understand. And | think from our
perspective it was very difficult not to be able
to negotiation the legislation wwth the ultinmate
fol ks who have to nmake the decision which is
yourselves, right. And so you set up a process
that | understand why you set it up the way you
did. And certainly our price is contingent on
the legislation passing, right. And so that, |
think, is what the DOA said is that our bid and

our proposal is very much contingent on the fact
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that, you know, the | egislation passes in the
formthat we've attached. You know, we're -- the
flip side, though, is, is that we're very open to
your feedback and if there are things that you

don’t |ike about the proposal we're very nuch

open to looking at that, I wll tell you.
Because we’'re very commercial people, | will tell
you that for nuch of it we'll be able to put a

price on it and for sonme of it we won't. And we
will be very clear with you about what we can and
what we can’t do in that place. And whether it’'s
fair to the other bidders | think, Senator, you
know, the DOA had to nake a decision about -- had
to make a deci sion about who to recommend. And
so, you know, that -- we -- they asked for

I nnovative and creative solutions and | thought
what we provided was very innovative and very
creative. And | think it’s a terrific proposal
for the state and it adds an enornous anount of
value relative to the current situation at Santee
Cooper. And so we think it’s a good transacti on.
| understand -- and | get this, no legislature in
the world likes to be handed a piece of paper and
say this is legislation, take it or leave it.

And |’ m not suggesting that that’'s what we want
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to do. That’'s the position we were put in, in
terns of having to negotiate with not the
ul timate deci sion makers, who are you all.

SENATOR SETZLER: Well but what | hear you saying --
and you correct ne if I’mwong. Wat | hear you
saying is you would be willing to negotiate the
terms of the legislation and the price. And |
think that is totally out of the real mof what
the resolution that was passed by the Ceneral
Assenbly contenplated and how is that fair to the
managenent bi dder or to the Santee Cooper reform
proposal? W'’'re not in a position to negotiate
wth them | for one, and | can only speak for
nysel f, never envisioned that we were going to be
In a negotiating posture with 170 nenbers of the
General Assenbly with a bidder.

MR ROBO. Senator, | would posit that you're in the
position to negotiate with all three of those
folks in that you -- you know, if -- certainly
wi th Santee Cooper you have, you know, you have
authority over confirmng nmenbers of the board.
And with the managenent proposal, you know, you
obvi ously have to talk to Dom nion about that.
But, you know, | think |I know Tom Farrell very

well. He's a good friend and |’msure he's as --
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he woul d be very commercial about that. And he
would say if there --

SENATOR SETZLER: He stood right where you are.

MR ROBO | know he did. And | amsure that if you

said to himthere are things -- and if the Senate
said to Tomor to ne -- and that's why |’ m sayi ng
this. |If the Senate says to nme, there are things

in your legislation that don't work for us, this
Is not a take it or aleave it. Thisis al wll
absolutely -- | understand that. And we wll go
back and we will look at it and we'll say okay,
we can live with it, or, no, we can't and this is
the price change that we woul d have.

SENATOR SETZLER:  Ckay.

MR ROBO  Ckay.

SENATOR SETZLER: So yesterday from DOA we were told -
- and we have not seen that this |egislation
i ncludes 20 to 30 tax breaks, tax incentives,
what ever word you want to put on it, and that
they do not have a list of those or the anount,
t he val ue of each one of those. WII| you provide
to this commttee, as soon as possible, a list of
every tax incentive, tax break that is requested
in that legislation and the cost or the val ue, |

guess, over 30 years is what | understood
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yest er day.

MR. ROBO Yeah, absolutely. That’'s not a problem

SENATOR SETZLER: And how long do you think it will
t ake?

MR ROBO W can get it to you in 24 or 48 hours.

SENATOR SETZLER: Okay. Al right. So in the
| egi slation you also have a rate of return that
Is established in the |egislation. Your cost of
doi ng business. |If the rate of return is changed
-- or the rate that you charge the custoner is
not rate of return. Not your return on equity, |
want to talk about the rates a mnute. It sets
your rates. |If those rates are not accepted,
what’'s your position?

MR ROBO So -- so, Senator, first of all, on the
rate that we have set, that is a fixed rate.

SENATOR SETZLER: | understand that.

MR ROBO. Ckay. That is a fixed rate.

SENATOR SETZLER: For a four-year period?

MR. ROBO For a four year period. So --

SENATOR SETZLER: And ny next question will be how do
you -- what’'s magi c about the four years?

MR ROBO That was the -- that was the period of tine

that -- honestly, that was one of the points that
we negotiated with -- with Central. And it was -
Garber Reporting
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SENATOR SETZLER: Explain that to us, please, sir. |If
you can without violated the confidentially
clause. | don’t want to cause you a probl em
t here.

MR ROBO Yeah, I’'mnot sure. M lawers are telling
me maybe not .

SENATOR SETZLER  Ckay.

MR ROBO But let's just say it was an inportant deal
point for Central in our negotiations.

SENATOR SETZLER  Ckay.

MR ROBO And on -- so first of all the RCE has no
I mpact on the rate in the first four years.

Let’s very clear about that, okay? And then

what ever the RCE is set by the PSC and by FERC,

at the end of the rate-freeze period, that is
what the RCE is going to be going forward as it
relates to rates. So there is no inpact -- there
Is no rate inpact fromthis RCE being in the

| egislation. The only thing that that inpacts is
t he anmount of net inconme that we recognize if we
have enough net incone. |If our operating costs
are | ower than revenue enough to be able to show
operating inconme. And we have also agreed to

provide quarterly surveillance of what our actual
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ROE i s gonna be over the period -- you know, as
It happens through the period. So you'll be able
to see what we’'re running through the period and
it wll have no inpact. [I'mgoing to just say
that again. Whatever that ROE is in that

| egi sl ation has zero inpact on the rates for the
first four years.

SENATOR SETZLER: But the point is you re asking us to
set the rate to the custonmer in the |egislation,

MR ROBO W’'re asking you to approve the fixed rate,
yes.

SENATOR SETZLER: kay. And so we don't know what
went into to establishing that fixed rate or
whether it’'s fair or unfair. Because we don’t
have that experience or that know edge. How do
we know what you put into that fixed rate?

MR ROBO So | think the DOA -- the DOA and their
experts spent a lot of time on that issue. W
spent a lot of tinme wwth Central on that issue.
And so it’'s not |like that has not been very
heavily | ooked at by all the parties that we
negotiated with through this process. | would
say that in ternms of your ability to do rate
maki ng that really what you need to assess is how

does the rate for those four years | ook relative
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-- including the refund, relative to the rates of
t he managenent proposal in the Santee reform
pl an.

SENATOR SETZLER: | respectfully disagree with you.
W owe it to the people of South Carolina and
t hese custoners, not only the co-ops who |'mvery
close to and Central, but to the direct custoners
of whether or not those rates are fair and
reasonable. And we need to know what are in
those rates. Because Central says they' re okay
doesn’t nmean that the direct custonmers say
t hey’ re okay.

CHAI RVAN LEATHERMAN:  You want to turn that into a
question?

SENATOR SETZLER: Yes, sir. He knows ny question.

MR ROBO  Yeah, your question is why isn't the PSC --
why isn't the PSC review ng the rates,
effectively, right?

SENATOR SETZLER: Well, | understood you earlier to
say that it was because you wanted to be able to
expedite it in the first four years.

MR ROBO That’'s right. And | think the other part
is that we -- | think it’s inportant --we can’t
sign up for a deal with the Legislature and then

have the PSC which is essentially, you know, an
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armof the Legislature then turn around and say,
oh, no, you can't do this or oh, no, you can’t do
that, or oh, no, you can't do this, that's very
critical to the overall package. And so that's
why we set it up the way we have. And, you know,
It is -- you know, it’'s a key element of the
value that we're able to bring to the table and
iIt’s why we're able to pay what we can pay.

SENATOR SETZLER: But we do not know, sitting here
today, that that rate that’'s established that
you' re asking the CGeneral Assenbly to approve, if
It includes all the factors that the PSC m ght
include in establishing a rate.

CHAI RVAN LEATHERMAN:  Senator, | believe you could
find that out by just asking him

SENATOR SETZLER: Well that’s what | asked him M.
Chai r man.

CHAI RVAN LEATHERMAN:  Excuse ne, | m ssed that.
t hought that was a statenent.

MR ROBO. Yeah, no, we would -- | nmean -- and | think
we have provided lots of detail in terns of all
t he buil dup of what is enbedded in that rate.
But renenber --

SENATOR SETZLER: And who did you provide that to?

MR. ROBO W have provided data on that to Central
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SENATOR SETZLER: Neither of which are a regul atory

MR ROBO That’'s right. That’'s right. But we're --

for sure. And we have provided it to DOA as well

SO --

agency relative to rates, correct?

remenber on the rate, the rate is a fixed rate
and it is at our risk if costs are way out of
whack or we don’t hedge natural gas prices and
natural gas prices go up, that's our risk. W're
not only locking in the rate we're locking in
fuel, we're locking in interest, you know, we're
taking a ot of risk over that four-year period.
And fixing a rate that is substantially -- you
know, that’s substantially bel ow -- because of
the refund substantially bel ow where current
rates are. And so | think ny view would be
sinply from-- you know, I'’ma big believer in
regul ators regul ati ng outcones not inputs. And
you're talking a | ot about inputs. And | think
those are inportant but in the end what's nost

I mportant is regulating the outcome. And | think
you all are very much in the position to
understand and evaluate. |s the outcone good for
custoners or not good for custoners and whet her

the -- you know, whether you ve evaluated all of
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t hose inputs, you know, | think is |less inportant
t han whet her you’ ve eval uated the outcone. And
I's the outcone a good outcone a good outcone for
the custoners of Santee Cooper and the people of
t he good state of South Carolina.

SENATOR SETZLER  You' ve assuned the risk if the costs
are greater. |f we approve it and your costs are
| ess, the rate payers have assuned the risk and
t he General Assenbly.

MR ROBO Just for a couple years, and then --

SENATOR SETZLER: Not just a couple of years --

MR. ROBO Just for a couple years and then all of
t hose benefits for the next 30 or 40 years
because we’ve been a nore successful -- | hope
we're nore -- you should hope actually that we
over-earn in the first four years. Because al
of those benefits wll then flow through to
custoners when rates are reset at the end of the
rate freeze. That’'s a hone run for custoners,
senator. So you get -- so we --

SENATOR SETZLER: You're good, | understand how good
you are at selling.

MR ROBO And we mght -- we earn -- we mght do okay
for a couple years but, for the next 40,

custoners are going to benefit.
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SENATOR SETZLER: But as | understood -- did you know

MR ROBO So for the first four years we are going to

that as | understood what was told us yesterday,
If you do better than you think and you nake a

profit that you're going to pay no taxes to the
state of South Carolina. There is no benefit to

the state, correct?

be in an operating |loss position. Qur
expectation is we’'re in an operating |oss
position because of all of the capital that we're
depl oyi ng and the depreciation that goes al ong
wth that capital. So tax depreciation has
different -- has a different |life than book
depreciation. And because of all that investnent
we're going to probably in a net op for tax
purposes. W're going to be in an NOL position
as a result of that, so. That's one of the
things that you all have done and sent investnent
In South Carolina is you have shorter tax

depreciation lives than you do for book lives for

pur poses -- for regulatory purposes. So that’s,
that’'s why that is. It’s not some nefarious
we’'re not going to pay taxes. |It’s because we're

actually going to be investing in the state and

have, for tax purposes, net operating | osses.
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But going forward after the rate freeze, there is
-- and we have a forecast of how nuch state

I ncone tax -- which we will provide. How nuch
state inconme tax by year will be paid through the
peri od.

SENATOR SETZLER: Again, nmy question is very sinple.
| f you nmake a profit -- yes, your projection
you' re going to | ose noney. |If you nake a profit
you' re going to pay no taxes, correct?

MR ROBO So there's a difference between tax books
and gap books. And | think you understand that
Senator, right? So --

SENATOR SETZLER  Well, | also understand trust ne.
And the Ceneral Assenbly has been told before,
trust me in 2008 and we got burned.

MR ROBO No, | understand that too --

SENATOR SETZLER And | don’t nean that sarcastically.
You understand what |’ mtal king about.

MR ROBO No, no, and | don’t -- and | totally
understand that. And |I'mnot being flippant,
honestly. The reality is, for regul ated
utilities, if they nmake nassive investnents in
that utility you' re always going to have an
operating loss in the first few years because of

a shorter period of depreciation for tax purposes
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than there is for book purposes. So for book
purposes we' Il report gains. W wll have cash

| osses because those are real cash expenses. And
that’'s why there will be no state incone taxes
pai d.

SENATOR SETZLER: Again, you don’t pay inconme taxes?

MR. ROBO Not while you have operating | osses.

SENATOR SETZLER: Under the proposed |egislation are
you exenpt fromincone taxes for the first four
years?

MR ROBO So we -- because we will have operating
| osses we won't be paying taxes the first four
years.

SENATOR SETZLER: You can tell you re a Harvard
graduate and | congratulate you. That's a
conplinent to you.

MR ROBO Thank you. | try not to admt that | went
to Harvard to too nmany peopl e.

SENATOR SETZLER: Let’s go to what you're |eaving
behind in your proposal to the state. You are
shifting -- we now have an entity which has been
val ued that you are trying to buy. That entity,
as it currently exists, has liabilities, okay?
That are the responsibility of the rate payers of

Sant ee Cooper, not the states. | understand if
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they default we would be responsible. Wat you
are proposing in the legislation, is it not -- or
in your proposal is that you are going to take
the assets and you're going to | eave a bunch of
the liabilities behind, correct, for the state?

MR ROBO Along with a bunch of cash that wll be in
Sant ee Cooper that you can deci de what you do
wth that cash.

SENATOR SETZLER: You going to leave liabilities
behi nd?

MR ROBO And we'll also Ieave a | ot of cash behind.

SENATOR SETZLER: Well, we’'ll talk about cash in a few
m nutes. But |I'’mtal king about you | eave
liabilities behind, you admt that?

MR ROBO Yeah, sure.

SENATOR SETZLER  Ckay.

MR ROBO Existing liabilities that we' ve been unable
to val ue, yes.

SENATOR SETZLER: On the charts that DOE showed us
yest erday about the projected rates of Santee
Cooper and NextEra, do you agree that the Santee
Cooper rate projection has to include and
currently includes it shown on that chart all of
those liabilities that you' re |eaving behind?

MR. ROBO No.
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SENATOR SETZLER  You do not?

MR ROBO No, | would absolutely not agree with that.

SENATOR SETZLER: kay, and | ask that question to see
what your opi ni on was.

MR ROBO | would be shocked if Santee Cooper is
assum ng that they' re going to pay 600 mllion
dollars for the coal plant litigation, for
exanple -- or, you know, which is the exposure on
that litigation right now O that any of that
other -- that they have enbedded in their
projections, any big settlenents for any of that
litigation cost, right? Certainly they're not --
| would assunme they’'re assumng they're going to
wn all that litigation around VC Sunmer and the
m ni bonds and the, you know, the turn | awsuit
and all of the VC Summer |awsuits so -- |I'm
sorry, the WARN -- you know the WARN Act |awsuit.
So all of those, | think, mght -- nmy bet and in
this is obviously subject to check is that they
have zero cost for resolving any of that
litigation in their forecast.

SENATOR SETZLER: And | asked you that question on
pur pose because we’'re going to ask themthat
question. But your projected rates do not have

any of that in it because you're |eaving them
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behi nd.

MR ROBO Correct. That's right. That's right.
Those three or four big pieces of litigation,
yes. W' re |eaving them behind.

SENATOR SETZLER: And if Santee Cooper does in fact
have themin their rate projections, and you had
to put themin yours, your rates would be
substantially higher than Santee Cooper’s.
said if.

MR ROBO | would be curious to see if they have any
costs in there. And so -- you know, it would
depend on how nmuch -- I’mnot sure | would agree
W th substantially, Senator, right. It depends
on how nuch they have in there for their
assunptions around settling the litigation. |’'m
not sure they're going to be able to -- | know I
woul dn’t say what ny forecast for settling
litigation that isn't resolved yet is publically.
And so I'’mnot sure they' Il be able to lay that
out publically.

SENATOR SETZLER: Okay. Then let ne ask it a
different way. |If | recall on that chart your
rates projected would be roughly five percent
hi gher than Santee Cooper is that nunber right,

if | renmenber?
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MR ROBO Well, so can we talk a little bit about
t hat ?

SENATOR SETZLER: Let nme answer -- answer mny question
and let me ask a second one and I'll give you a
chance to explain, if you don’t m nd.

MR. ROBO As the DOA made presented it, it was a
little bit higher. |’mnot sure it was as mnuch
five percent higher but it was a little bit
hi gher over the period. It was NPV-w se one
hundred and sixty mllion dollars higher than our
proposal .

SENATOR SETZLER: Ri ght.

MR ROBO W -- the DOA made several adjustnents to
our proposal increasing -- saying that our costs
were going to be higher than we said they were
going to be. | think our costs are going to
actually be |ower than we said they were going to
be. And so we actually think our rates would be
for -- as we put in our proposal to DOA -- our
rate proposal we think is four hundred million
better than the -- on an NPV basis better than
t he Sant ee Cooper proposal.

SENATOR SETZLER: Did DOA not agree with you?

MR ROBO So their consultants nade certain

adj ustments. The bi ggest one being that they
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SENATOR SETZLER: But if you had the liabilities that

MR ROBO They would be. And we’ve been unable to

didn’t think we would be able to get as mnuch
operating cost out of the business as we said we
would. And as | said, |I'd be very di sappoi nt ed
If we weren’'t able to actually get a |lot nore
operating cost out than what we said we did -- we

sald we coul d.

you're | eaving behind for the state in your rate
projections, if you had to take them then your
rates woul d be hi gher than what they are shown on

that chart?

estimate what those liabilities are because we
haven’t any access to be able to do any diligence
around the depositions, the | egal positions that
the parties have taken or the validity of any of
those clains. So -- and | think it’s four --
just to be very clear, it’'s four key pieces of
litigation. One, renenber one we're settling and
that’s the Cook lawsuit. So there’s the Dom nion
| awsuit, so Dom nion is suing Santee Cooper.

That part we haven't been able to really be able
to put a nunber on that. There is the six
hundred m | 1lion dollars of exposure around the

prior coal plant built in 2008, that litigation.
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SENATOR CAMPBELL: Not built.
MR. ROBO Not built, thank you, Senator, yes. Not

COUNSEL FOR NEXTERA: Uh, yeah.
MR ROBO Yeah. So the ask in arbitration has been a

built in 2008. And then there are -- there’'s the
West i nghouse litigation around VC Sunmer two and
three. And then there is the Fluor litigation
around not providing a WARN Act notice to Fluor
around VC Summer two and three. Those are the
four big ones but really the big one -- the two
bi ggest ones is the -- is the Dom nion nunber

public, can | say the Dom ni on nunber?

billion dollars and six hundred mllion on the
coal plant. So, you know, those are big nunbers,
Senator, as you can imagine. | said earlier
that, you know, this is a -- you know, Santee is
a conpany that had eight billion dollars of debt,
you know, five billion dollars of good assets
plus the -- plus VC Sunmer plus, you know, sone
very, very significant litigation liability that
may or may not have real dollars associated with
them And we’ve not been able to be put in a
position to be able to diligence that. | amvery
open to being put in the position and being able

to diligence those liabilities and then cone back
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to you with a nunber of how what we think we
would be willing to do to settle them And it’s,
you know, it’s a -- you know, we have set it up
this way frankly given sone of the limtations in
t he process that were inherent because of the

| ack of access to Santee Cooper’s | egal

posi tions.

SENATOR SETZLER: So | want to restate and you tell ne
I f what | understood is correct. Wat | heard
you just say is between the Dom nion and the coal
litigation that your offer -- those total 1.6
billion dollars right now, in your opinion, based
on what you’' ve been told --

MR ROBO If you |ose.

SENATOR SETZLER: If they lose. And if that liability
I's being transferred by your proposal fromthe
rate payers of Santee Cooper to the state of
Sout h Carolina?

MR ROBO Net of the cash at the -- net of the cash
at Sant ee Cooper. Because there will be cash
left.

SENATOR SETZLER: That cash is already there. It’'s --
you're transferring 1.6 billion dollars in
potential liability fromthe rate payers of

Sant ee Cooper to the state of South Carolina in
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your proposal.

MR ROBO So those liabilities exist. W have said
they stay wth Santee Cooper, right. Santee
Cooper legally will continue to exist after --
after -- you know, this is an asset deal we’'re
buying the assets. So that entity wll still
exist, right. And then how those -- how that --
how those |iabilities are settled they’' re going
to be up to the -- up to howthe -- you know,
that remaining board at Santee Cooper decides to
settle those.

SENATOR SETZLER: Okay. So | agree with you, it’'s an
asset purchase.

MR, ROBO  Uh- huh.

SENATOR SETZLER: And you're going to take the assets,
| eave Santee Cooper’s shell there, so there's
nothing to pay those liabilities and that means
then the state is responsible.

MR ROBO There'll be at least a half a billion of
cash on their bal ance sheet, right?

SENATOR SETZLER: Wl |l you keep goi ng back to that
cash, it's already there. You're --

MR ROBO Well but sois the liability Senator.

Both, both are already there.
SENATOR SETZLER: You're doing a great job of avoiding
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ny question, you know what the answer is.

MR. ROBO Both are already there.

SENATOR SETZLER: You're transferring 1.6 billion
dollars to the state. You said earlier in your
presentation, those liabilities were being
transferred to the state.

MR. ROBO So effectively, yes --

SENATOR SETZLER  (kay.

MR ROBO But that’'s because of the structure that
we' ve -- we put together. | would be -- you
know, again, we were operating under the
constraints that we were operating under to be
able to put a proposal on the table that nade
sense for all parties. And part of the -- part
of the issue, and Charlie do you have that quote
fromthe DOA report? GCet ne that quote out.
Anyway, while he's |ooking for that, you know, a
big part of the issue is it’'s very hard to -- if
you have access only to the -- you know, to sone
of the, you know, the public docunents of Santee
Cooper and sone financial information, you don't
have any access to diligence informtion around

the liabilities, depositions, any of their |egal

opinions fromtheir lawers. It’'s very, very
hard for us. W -- you can understand our
Garber Reporting
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SENATOR SETZLER: And do you know from ny standpoint |

MR ROBO | understand that as well, Senator.
SENATOR SETZLER: And to be very candid with you --
MR ROBO 1'd love to get themsettled and 1'd | ove

position of not being willing to just step into
those liabilities without being able to diligence
them So | remain very open to being able to go
in and diligence those liabilities and to put a
value on them And again, | continue to think
the state and Santee itself because of sovereign
Imunity is in a way better position than we are
to defend those actions. And so | also think
froma legal standpoint it's a mstake to

transfer themto us because of that.

think it’s a mstake to transfer onto the state?
And 1'Il bet, if | can speak for the chairmn of
finance, he’'s got a real issue with that too if I

had to guess.

to be able to see and get a path to get them
settled, right. And that’'s why we worked so hard
to get the Cook piece settled because we thought
that was a very risky piece of litigation that we
were taking off the table as part of our -- and
our -- we settle that litigation -- we are the

only plan that settles that litigation as part of
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our proposal, right. And so we think that's very
i mportant. And we would -- you know, there is
sone other litigation that needs to get handl ed
and - -

SENATOR SETZLER: So how did you due diligence the
Cook litigation if you can’'t due diligence the
ot hers?

MR ROBO So | think always as part of our proposal -
- we heard you all |oud and cl ear through the
whol e process over the last two and a half years
that you wanted the noney paid for Santee Cooper
-- for VC Summer two and three by Santee Cooper
rate payers to go back to Santee Cooper
cust oners.

SENATOR SETZLER: Ri ght.

MR ROBO And so fundanentally that -- you know, that
enabled us to be able to settle that litigation
as well because we knew that was inportant to you
all and we knew it was inportant to the
Plaintiff’'s attorneys and so that was really the
basis by which we were able to settle that
l'itigation.

SENATOR SETZLER: And you -- you represent that that
settlenment includes the cross claimof Central?

MR. ROBO That's right.

Garber Reporting
info@garberreporting.com



© 00 N o o B~ W N P

N N N N NN P P P P P PP PR
o A W N P O © 0 N O 0o M W N P+, O

HEARING PROCEEDINGS
Page 137

SENATOR SETZLER: Do you find it strange that Central
agrees with that settlenment but they haven’'t
budged on the Santee Cooper reform proposal ?

MR ROBO |I'mnot sure the Santee Cooper reform
proposal includes paying the custoners back for
VC Summrer two and three.

SENATOR SETZLER: You also can’'t settle the litigation
either, correct?

MR ROBO If you don't pay the custoners back you
can’'t settle the litigation.

SENATOR SETZLER: There is no question.

MR ROBO Right?

SENATOR SETZLER: Right. So in --

MR ROBO. So I think that nakes em nent sense to ne.

SENATOR SETZLER: Right. In Florida Power and Light,
do you get, and if you do, what tax breaks does
Next Era or Florida Power and Light as a
subsidiary of NextEra get in Florida?

MR ROBO So -- and, you know, | guess the question
Is tax breaks. W -- you know, we are taxed as a
corporation in the state of Florida and, you
know, we pay -- we are the |argest property tax
payer -- | wll tell you that we're the | argest
payer of property taxes in the state. W pay

over a billion, a billion dollars a year in
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property taxes. State and |ocal taxes.

SENATOR SETZLER:
dealt wth Fl

Fl ori da Power and Light?
MR ROBO No. W’ve owned it since 1926.

SENATOR SETZLER:

MR ROBO So we kind of built it up over a very |ong

period of tinme. So, you know, this is a very

different sit

that we’'re buying didn’'t pay property taxes

bef ore and di

and we’'re converting it to an I1QU. And so we --

you know, thi
whol e propert

our proposal

bei ng able to have a significant anmount of

property tax

What woul d -- you know, what Santee is currently
paying. Three point three billion dollars
Incremental in property and state incone taxes

over the next

would it be nore if our proposal was to tax all
of it as to have those property taxes be a

hundred percent on those assets? Sure it would

be nore. But

And do you get any break when you

ori da Power and Light? You acquired

Ch, okay.

uation than -- in that the entity
dn't pay state incone taxes before
s was a big issue this whole the
y tax issue. And so we felt |ike

did a nunber of things including

i ncrenental to what’s going on.

thirty years, so. |Is that, if --

right nowit’'s 3.3 billion nore
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t han what state and | ocal governments are getting
over the next 30 years than what they’ ' re getting

from Sant ee Cooper.

SENATOR SETZLER: Yeah, 1'll cone to that in a m nute.

And when you tal k about passing those potenti al
liabilities to the state, you do understand that
many people sitting around these tables represent
districts that have co-op custoners in it and has
I nvestor-owned utility service init. And so
sone constituates could “win” and sone
constituates could |l ose for many people sitting

around this table under that proposal.

MR ROBGO No. | understand there’'s the issue of

subsi di dati on across those custoner classes and
that’s -- again, you know, we’'re happy to take a
| ook at those liabilities. | think in the DOA
report it said the departnment and the

prof essi onal services experts are unable to
establish the magnitude of the liabilities
because they didn't have access to -- even they
didn’t have really good access to those -- to
that, you know, to be able to diligence those
litigations. And so if that happens we’ re happy
to roll up our sleeves and diligence that and

have a view on what we think those liabilities

Garber Reporting
info@garberreporting.com




© 00 N o o B~ W N P

N N N N NN P P P P P PP PR
o A W N P O © 0 N O 0o M W N P+, O

HEARING PROCEEDINGS
Page 140

are really worth.

SENATOR SETZLER: So follow ng up on your view that
you coul d negotiate with the General Assenbly, ny
wor ds not yours, over the terns of the deal price
and content of the legislation, | assume you also
then think the General Assenbly could negotiate
wi th Dom nion over the terns of the managenent
agreenent and nmake it five years or three years
versus ten and could negotiate with Santee
Cooper ?

MR ROBO  Absolutely.

SENATOR SETZLER: Then what was the purpose of the
process we just went through?

MR ROBO | think the purpose of the process you just
went through was to narrow it down to sone
I nterested parties and put a set of proposals in
front of the body that has to nake the ultimte
deci si on.

SENATOR SETZLER: | just disagree that the resol ution
al l ows that.

MR. ROBO Fair enough. And ny viewis you have the
ability to change the resolution if you all want
to. And so, you know, that -- so I think, you
know, it's an unwieldy thing, right? To be --

and | understand why you set up the DOA to run
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SENATOR SETZLER: There’s no lack of opinion in a 170

MR ROBO That’'s right. And so we knew that you all

SENATOR SETZLER: And your proposed |egislation, as we

that process. But it’s a very conplicated thing
to sell awutility, right? These are things that
-- these are things that are done over a period
of nonths. You know, there's a |lot of issues
that need to be resolved. | think the DOA did a
terrific job of -- and their experts, a terrific
job at negotiating wth all the parties. And,
you know, there’'s a set of proposals on the table
and -- but |’'ve always nade the assunption -- and
| may be wrong about this, but I’'ve always made

t he assunption that you all would have an

opinion. And so we were going to put a --

people, | can assure you.

woul d have an opinion and so, you know, |’ m not
going to sit here and say we're not going to
listen to your opinions as we review these
things. And -- but | wll say that, you know, we
are cl ear about what we need to put a value on in
our proposal and what -- you know, what we --
perhaps will be able to say this is not an issue
with further diligence on the sone of the

liabilities.
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understand it, again, which we haven't totally
seen, provides you the option of securitization
but only to NextEra, to no other public utility
in the state; is that correct?

MR ROBO It does provide us that ability to finance
this particular transaction and not to be able to
do ot her securitizations for anything else. And
so we thought securitization was a terrific tool
to use. It’s lowcost financing, it hel ps bridge
sone of the gaps and is |ower cost for custoners.
And so, yes, | think there are plenty of
utilities around the country who've used
securitization as a tool, rigtht?

SENATOR SETZLER  Florida has used it before, if |
recall, correct?

MR ROBO Florida used it for hurricane expenses at
one point. You know, it’'s been done and it was
done for stranded generation investnent in other
parts of the country. And, you know, it's a tool
-- It’s a tool that’'s used in extraordinary
circunstances, in nmy view, and nost regul ated --
In nost regulated utilities. And so | would --
you know, hurricanes or stranded generation
assets because of a nove to being unregul ated or

sonething like that has been used. |It’s not been
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used as a matter of course kind of financing.
And so this is a -- you know, you have a four
billion dollar stranded asset on Santee Cooper’s
books and so this is a way to help finance that
asset going forward. |It’s |ower-cost financing.

SENATOR SETZLER: Okay. Talk tome -- | want to
follow up on a question from Senator from Berkl ey
about the five hundred and forty-one mllion
dollars in refunds, credits to rate payers. And
we asked this to DCE yesterday and | don't think
we ever got a straight answer. |’mgoing to ask
you. Explain how nuch of that 541 is a credit to
the rate payer, or how nmuch is refund to the rate
payer ?

MR ROBO Yeah. So --

SENATOR SETZLER: G ve us the specifics of how that
wor ks to John Doe who is a custoner of Santee
Cooper.

MR ROBO So first of all I’"mgoing to tal k about
custoners that have been existing custoners
during the ten years and still current custoners,
right. So, because they' re going to get the --
they’'re going to get the -- you' re going to have
noney go back to the existing custoners. The

peopl e who are custoners when VC Sumer was being
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built. Gkay? And so -- and they remain current
custoners. So that custoner base is going to get
sonething in the order of a $520 either check, if
they want a check, or credit, if they want a
credit. And it’'ll be up front. So it’'s up to
them Average custoner spends about $100 a nonth
on electricity. So it’'s either five nonths of
free electricity or a $500 check to put in your
pocket and that is the options that we’'re going
to give. Now the nunbers would be different --
like if you just nove into South Carolina
tonmorrow, you’'re not going to get a $500 check.

SENATOR SETZLER R ght.

MR ROBO Ckay. Right.

SENATOR SETZLER:  Sane issue Dom ni on faced.

MR ROBO Yeah. But you will get a smaller check and
| didn’t have themtake nme through the math on
that but | had themtake ne through the people
who |ive here through the process and remain
exi sting custonmers. They will get roughly $520
and they can choose, their option, all up front
in a check back to themor a credit. Up to them

SENATOR SETZLER: What if they're no | onger a custoner
but were a custoner?

MR ROBO So then you're going to -- they're going to
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be chased down and you’'re going to send them a
check.

SENATOR SETZLER  Ckay.

MR ROBO And that's part of the part -- as | was
told by ny lawers this norning that’s part of
what the plaintiffs’ attorneys will do with the
541 through their class action.

SENATOR SETZLER: And the 541 does not --

MR ROBO They' |l track down the fol ks who don’t |ive
here anynore.

SENATOR SETZLER: The 541 does not include attorneys
fees?

MR ROBO It does not. W’'re paying for that
seperately.

SENATOR SETZLER: kay. And that's -- that's a
Next Era dol | ars?

MR ROBO Yes. it is.

SENTATOR SETZLER: Al right. You nentioned econonic
devel opnent and I'’mnot sure | know t he exact
term nol ogy but public utilities sonmetines file
with the PSC a special rate, warrant, whatever
you call it, that applies in econom c devel opnent
situations. Do y'all do that in Florida and do
you propose to do that here?

MR ROBO W do that for sure in Florida. W're
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happy to do that here in South Carolina. That's
very inportant, we will continue to spend -- |

t hi nk Sant ee Cooper |ast year spent twenty
mllion dollars, is that the right nunber on
econom ¢ devel opnent? Yeah. Sonething in --
what ever they're currently spending we're
commtting to continue to spend on econom c

devel opnent and we will be happy to be having,

you know, having rates that -- you know, speci al
rates to lure folks to the state. It’s very
I mportant.

SENATOR SETZLER: And have themon file?

MR ROBO Happy to -- happy to file those as well.
We have a -- we have what's called a CISRrate in
Florida and I’m not sure what the C1-S-R stands
for but it is a special incentive rate for
cust oners.

SENATOR SETZLER: Right.

MR. ROBO You have to bring a certain nunber of jobs.

SENATOR SETZLER: Ri ght.

MR ROBO And a certain nunber of -- and if you do
that then we provide you with that rate and so
happy to have a rate like that on file, that’s
not a problem

SENATOR SETZLER: And how many custoners does Florida
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Power and Light Serve?

MR ROBO W have five mllion custoners. Five point
one mllion custoners, actually, as of |ast
nonth. We're growi ng custoners at about 70, 000
custoners a nonth right now Gve you a sense of
how many people are noving to Florida.

SENATOR SETZLER: So, ask you the same question we
asked Dom ni on when we were dealing with them
before. So what happens when Bobby Htt, who is
our commerce secretary, is chasing conpany X that
we want to put in Lexington County instead of
Charl eston County and we’'re conpeting with
Fl ori da and you service both sites?

CHAI RVAN LEATHERMAN:  Senator that probably isn’t
doabl e.

SENATOR SETZLER: Sir?

CHAl RVAN LEATHERMVAN:  Probably not doable to put it in
Lexi ngt on County.

SENATOR SETZLER: Well | want to be sure that we're
going to be an equal conpetitive --

MR ROBO You wll be on equal conpetitive --

SENATOR SETZLER: Who's going to nmake that

determ nation within NextEra?

MR ROBO | will. | will promse you that we’re not
going to -- we're not going to favor one over the
Garber Reporting
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ot her.

SENATOR SETZLER: kay. $So -- you can favor one.

MR ROBO  Equal playing field, Senator.

SENATOR SETZLER: So talk to us a mnute and tell us
what is the size of your big board of directors
and what commtnents, if any, have been nmade to
South Carolina relative to representati on on your
boar d?

MR. ROBO  Sure.

MR SENATOR SETZLER And if it’s been nade to
particular individuals, i.e. somebody fromthat
servi ce area, Santee Cooper, Central co-ops,
what ever .

MR. ROBO Yeah, so size of our big board | believe is
13 or 14, we just added a new board nenber | ast
week. Qur target board size is around 12 and
we’' re goi ng through some succession planni ng on
our board and so it’s a little higher right now.
W have currently two residents of South Carolina
on our board.

SENATOR SETZLER: Okay. Who are they?

MR ROBO. Jack Skol ds and Ken Dunn.

SENATOR SETZLER:  Ckay.

MR. ROBO And so, you know, ny expectation is they --

you know, they will continue to be on our board
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and we will continue to have -- through this
whole two and a half year process we’'ve a had a
l ot of input fromour South Carolina board
menbers around the views of what’s going on in
South Carolina. So --

SENATOR SETZLER: So -- nmy words not yours, you’'ve
al ready got representation so you don’'t intend to
add anot her board nenber from South Carolina?

MR ROBO That’'s correct. That's correct. W
already feel |ike we have good representation.

SENATOR SETZLER: Gkay. You -- in regards to the four
years you kept making a reference to a fifty
mllion dollar cost per year if | understood you
correctly. Are you saying every year that you're
delayed it's a fifty mllion dollar cost?

MR. ROBO Just on the -- just on the conbined cycle.
The conbi ned cycle investnment in Fairfield County
to the custonmers of Santee Cooper, once the day
that goes into service, net/net, after you pay
for the extra rate base, the fuel savings and the
&M cost savings will net to a fifty mllion
dollar a year savings to custoners. And so if
you' re del ayed a year, you lose fifty mllion
dollars. If you delay two years, you'll |ose a

hundred mllion dollars. That's what | was
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sayi ng.

SENATOR SETZLER: So there’'s no magic to the four-year
termon the freeze?

MR ROBO There is -- so -- there’s not magic to it.
| think four years is a good anount of -- because
remenber we're taking interest rate risk through
that period, we're taking inflation risk through
that period. W’'re taking a ot of -- you know,
we’'re taking fuel volatility risk through that
four-year period. So it can't be ten years but
we -- you know, we thought four was -- four was
good. And as | said it was a very inportant deal
point wwth Central in terns of that |ength, so.

SENATOR SETZLER: M. Chairman, a couple nore and |’ |
be through. So you're pay -- you propose to pay,
as Santee Cooper currently is, five mllion
dollars in taxes per year on existing facilities?

MR ROBO That’'s right.

SENATOR SETZLER: And is that forever? The next 30
years?

MR ROBO That's for the 30 years and then at the
year 31 it goes to whatever the rates woul d be.

SENATOR SETZLER: (Okay. Now what about new facilities
that you build? Are you going to pay regular

t axes on those?

Garber Reporting
info@garberreporting.com



© 00 N o o B~ W N P

N N N N NN P P P P P PP PR
o A W N P O © 0 N O 0o M W N P+, O

HEARING PROCEEDINGS
Page 151

MR ROBO So new facilities that we build that aren’t

SENATOR SETZLER: What if they’'re generation?
MR ROBO If they're generation, nost of the

SENATOR SETZLER: Al right. As you're going to give

MR ROBO  Absolutely.
SENATOR SETZLER: I n what county and how nmuch it is.
MR ROBO  Absolutely.
SENATOR SETZLER At the sane tinme. And talk to us

generation, yes, we'll pay regular taxes on.

generation has fee in lieu of tax deals set up
whi ch each of the counties and so it won't be
regul ar order property taxes. |It'|ll be the
standard fee in lieu of tax regine that you all
have set up that we can do by generation facility

in each of the counties.

us a list of the tax incentives, tax breaks, can
you give us a list of the fee in lieu

arrangenent s?

for a nonent about your involvenent in the
conmmuni ty which you would you be serving and
I.e., what |'"mgetting at is, do you have a
foundation or a vehicle to make conmunity

I nvestments, grants, whatever you want to call
them and do you all ow your enpl oyees to

participate or have United Way prograns within
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your facilities?

MR ROBO So, fewthings. First of all we have a
foundati on. The NextEra Foundation that is very
active in everywhere we do business. And we’'ve
made a specific conmtnment to continue to do no
| ess than what Santee Cooper is currently doing
in terms of charitable contributions in the
communities they serve. On top of that we have a
| ong history of running United WAy canpaigns. W
have very active United WAy canpaign. W --

SENATOR SETZLER: Wthin the organi zation, not just --

MR ROBO Wthin the whole -- within the whole
organi zation, yeah, no. | think we raised from
our enpl oyees | ast year sonething |ike four
mllion dollars for our United Way canpai gn | ast
year. And that goes back to all the -- you know,
obviously to the United Ways around and all the
communities that our enployees work in. And we
al so do matches to education. So if you have an
enpl oyee who makes a -- you know, wants to give a
donation to a school or a college up to $10, 000
we’' | | match that donation every year. Fromthe
f oundat i on.

SENATOR SETZLER: kay. M. Chairman, | think that’s

all I"ve got right now | know you’'ve have sone
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other people. | don't want to take up the whole
af t er noon.

CHAl RVAN LEATHERMAN:  Thank you. Thank you, sir.

MR SHEALY: Next we have Senator Henbree.

CHAI RVAN LEATHERVAN:  Wasn't Senator Martin, next?

MR SHEALY: He is not here right now.

MR, ROBO - EXAM NATI ON BY SENATOR HEMBREE:

SENATOR HEMBREE: Thank you, M. Chairman. Thank you
M. Chairman. Good afternoon, M. Robo.

MR, ROBO Good afternoon, Senator.

SENATOR HEMBREE: G eg Henbree from Horry County so |
want to -- | just want to say at the outset,
others have said this, but | really appreciate
the hard work that your teamhas put into this.
| appreciate your teamcomng to South Carolina,
being avail able here for our questions. | know
they can be tedious and m ne mght be tedious.
But we are truly -- as Senator from Lexington
said, we're truly, you know, trying to make the
best possible decision we can in a field that
many of us are not -- we're not experts. You
know, we cone fromall different walks of life as
you know how this works. So but | appreciate
your thoughtful and very effective presentation

t oday.
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MR. ROBO  Thank you, Senator.
SENATOR HEMBREE: It’'s been -- |’'ve learned quite a

bit. Really just a few questions and one | want
to go back to -- and you touched on this and |
think I may already have ny answer. But it -- as
| was | ooking at the proposal and | -- you know,
there was this flat rate for four years that was
baked into the offer or the proposal. The
question kept comng back to ne why in the world
woul d you do that? Wy woul d sonmebody nake that
offer? Wat’'s the point of that? And | wll
tell you that's going to be -- that’s ny
question. But | guess | want to give you a
little context. \When Dom nion was, you know,
goi ng through their negotiations with SCE&G and
SCANA one of the things they did is they -- you
know, they kind of put this, oh, you' re going to
get a $1, 000 check for everybody and everybody
knows has heard about all that well that didn't
work out that way. It was rather -- created a
ot of interest with many of our constituents

when they were calling us wanting to know where

their $1,000 check is. So | -- you know, and |
understood that was a way to induce -- to kind of
sweeten the pot if you will. | nean, |
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under st ood the nmarketing el enent of that. And
that was the only thing that cane into ny mnd
that maybe this was sone sort of effort. Kind of
goi ng down the sane path of marketing it to nake
It nore appealing to constituents or rate payers.
But |’ m hearing sonething different now That
was the only thing I cane up with. Wat’'s the
reason -- what was the reason behind that? Wy
woul d you do that?

MR ROBO Wiy the four-year rate freeze?

SENATOR HEMBREE: Yeah.

MR. ROBO Because | thought it was inportant for our
proposal to show that we were going to have rate
stability for Santee Cooper custoners. Leave
aside the refund. And the refund is nore -- you
know, five hundred and forty mllion of it is
related to the -- you know, the costs that had
been collected for VC Sutmmer two and three from
Sant ee Cooper custoners. And then the rest was
to make sure that custoners got, you know, even
nore noney back as part of the transition but
even when you exclude those our rate is going to
be very stable for those four years. And we
wanted to show that we were going to have a

stable rate for our customers. And our estinmate,
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by the way, of the rate in year five, the
I ncrease of our overall rate in year five is
sonething like two our three percent. |It’'s very
small, right? So.
SENATOR HEMBREE: Yeah, so, but is it fair that we --
MR ROBO It’s not really an inducenent rate, right?
And usual 'y i nducenent rate are really | ow and
then they go up a lot. You know, our base --
| eavi ng aside the refund, our rate, our
expectation around the rate in five years is, you
know, sonewhere in the order of -- rate change is
sonmewhere in the order of two or three percent.
SENATOR HEMBREE: So I'm-- | guess -- | think I hear
you say that your goal, one of your goals, an
I nportant goal, is to tell the custoners of
Sant ee Cooper there is sone predictability that’s
It’s not -- you know, it’s not imrediately going
to go up just because a private outfit cane in.
W need to give themsonme, | guess, tine to
transition to a different nodel, sonething |ike
t hat ?
MR ROBO And also, you know, | think there was a | ot
of speculation that if an QU cane in that they
were going to have to -- that they could pay, you

know, what we’'re paying for Santee Cooper but
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SENATOR HEMBREE: Let ne go back and |I'm-- Senator

then rates would have to go to the sky. And we

t hought it was inportant to show that, no, we
don't think rates are going to go to the sky. W
think we can have rates that are frankly | ower

t han what Santee Cooper wi |l have going forward
because we wi Il nodernize the generation and we
W l| operate significantly nore efficiently than

Sant ee Cooper operates today.

Set zl er from Lexington touched on this and we had
sonme questions about the five hundred and forty-
one mllion and the four hundred mllion that are
bei ng provided as checks, credits, you touched on
that so | understand what you’'re tal king about.
Wl |l we talked to the Departnent of

Adm ni stration yesterday and | would agree with
him | thought | understood it and then |’ m not
sure that | do. And so are -- if I'’ma custoner
-- let nme ask you this way as a hypothetical. |If
|”d been a -- and | have been a custoner of

Sant ee Cooper for, you know, ten years and |
remain a custoner. So as | understand it -- |et
me say it this way, as | understand it you are
going to get a flat rate. |1'mgoing to get this

rate stabilization for four years. And in
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addition to that I’mgoing to get a check for
$500 as settlement of the lawsuit. And that’'s --
that comes fromthe 541 mllion funds, right?

MR ROBO It's fromthe 941, the 941. The total 941
di vi ded by the nunber of custoners. And you're
going todo it | think -- the fair way to do it
shoul d be on kilowatt hours.

SENATOR HEMBREE: Right. There m ght be a sliding
scal e.

MR ROBO  Yeah, no, exactly. So don’'t, you know -- |
provide you with the $520 nunber as very much an
average and people will get nore or |ess
dependi ng on how many --

SENATOR HEMBREE: Their usage, what their bill was,
how | ong they had Santee Cooper during that tinme
frame?

MR ROBO Exactly, exactly, exactly.

SENATOR HEMBREE: So it’'ll be a sliding scale that
wll -- makes perfectly good sense.

MR ROBO  Exactly.

SENATOR HEMBREE: But that’ll conme out of the 941.

But that wll not affect the flat rate?
MR ROBO That’'s right.
SENATOR HEMBREE: It’'s not connected to that in any

way? That rate stabilization for lack of a
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better -- that’s ny term but.

MR ROBO That’'s right. So except when we showed
that rate we took the 941 and we spread it over
four years to show that $64 rate is -- Petter,
$8?

MR. SKANTZE: N ne forty-one is $10.

MR ROBO. Nne forty-one is $10. And so a year for
four years. So think about the $63 as a $73 base
rate for those four years.

SENATOR HEMBREE: (kay, okay. So that --

MR ROBO So we showed the -- so we tried to --
because it’s hard to show

SENATOR HEMBREE: | got it.

MR ROBO It’'s hard to showthe -- tried to, it’s
hard to show the conparison of the rates. So we

chose for better for worse to take that 941,

di vide by four, and show it visually that it’'s
$63, or $64 --

SENATOR HEMBREE: Ri ght.

MR ROBO -- you know, a nonth for, you know, for
cust oners.

SENATOR HEMBREE: (kay. And this is what DOA
explained to me too. | think I"'mkind of I'm
al nrost there on this point and then |I'Il nove
onto sonething probably nore inportant. | hope
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It’s nore inportant.

MR ROBO No, this is very inportant. This is pretty

| mportant.
SENATOR HEMBREE: (kay. So but for -- let’s say that
they -- there wasn’t a lawsuit out there. And

that 941 wasn’t in the equation, all right? That

wasn't part of the deal. Then your rates woul d
be $737?

MR. ROBO That's right.

SENATOR HEMBREE: (Ckay. | got it. So you're giving -

- essentially giving yourself credit for the
noney you' re using to settle the lawsuit?

MR ROBO. And -- well the 541 is to settle the
| awsuit, four hundred mllion is on top of that.
So the 941 and --

SENATOR HEMBREE: Ri ght.

MR ROBO So we're trying to equate that as value to
cust oners.

SENATOR HEMBREE: There’'s a piece of it that's just
purely -- four hundred mllion of it is purely
rate stabilization noney, and 541 is | awsuit
settlenment noney; is that a fair --

MR ROBO That's fair.

SENATOR HEMBREE: -- a fair characterization?

MR ROBO That’'s fair.
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SENATOR HEMBREE: |I'mjust -- well | understand it
now. Because the rate --

MR. ROBO But -- so, and Wade's probably going to get
mad at ne. We have -- as we -- this, all of the
noney in this is pretty fungible, right? W
coul d have said, custoners get no noney back and
the state gets an extra nine hundred and forty-
one mllion dollars.

SENATOR HEMBREE: Ri ght.

MR ROBO So we worked with the DOA and their experts
to craft sonething in our proposal that we felt
i ke addressed all of the stake holders in this,
right? And so you have the litigant, the
litigation, you know. And the litigation is, you
know, and the plaintiff’s attorneys are a
st akehol der. The custoners a stakehol der,
obvi ousl y. The, you know, the state is a
st akehol der. The custoners of Santee Cooper are
st akehol ders. Central is a stakeholder. You
know, the counties, you know, the enployees of
Santee obviously are. So we tried to put
sonething together that we felt tried to address
as much of that as we could and as holistically
as we coul d.

SENATOR HEMBREE: Yeah, | nean, it’s a Rubik’s Cube.
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MR ROBO It is a Rubik’s Cube, it is very nmuch a
Rubi k’ s Cube.

SENATOR HEMBREE: |I'mw th you on that. That's -- let
me ask you why did you pick Fairfield to build
t he new proposed plant?

MR ROBO So, it's got access to water, it’s got
access to interconnection, and it’'s a short way
fromTransco. So it's a super place to do it.

SENATOR HEMBREE: Ckay.

MR ROBO So renenber transm ssion is often, you
know, a challenge when you're trying to inject
1,200 megawatts in there so that was a -- those
were sonme of the big reasons.

SENATOR HEMBREE: Makes sense. Have y’all done any
anal ysis of the current attrition rate for Santee
Cooper enpl oyees? | know you use as a rul e of
t hunb si x percent as a good --

MR ROBO Yeah, and | haven’t. | haven't. \Whether
we have or not | don’'t know that but, you know.
| mean, gosh, in nmy experience that six percent
has been pretty consistant.

SENATOR HEMBREE: (kay. On the Massachusetts fornmul a
|"mjust -- it just kind of sounded interesting
tonme sol'mjust -- this doesn't nmean nuch to ne

| don't think but I'mjust interested in it.
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MR ROBO  Yeah.

SENATOR HEMBREE: |s that a | abor allocation formula?

MR ROBO So it is an allocation of both |abor and
capital, right. So if you re using conputers to
do work and it is allocated based on a variety of
different factors. And | won’t take you through
all the factors. Sone of it is based on |abor
hours. Sone of it is based on nunber of
conputers that are being used. Nunber, you know,
and so asset intensity of the activity. And so
It depends.

SENATOR HEMBREE: Is it a -- is it specific to the
energy?

MR ROBO It is specific to regulated utilities. And
why it’s called the Mass. fornmula | have no idea.
| " ve asked that question before and | have no
I dea why. It’s probably because it was invented
sonewhere in Massachusetts, | don’t know  But
everyone uses it in the industry so.

SENATOR HEMBREE: As part of the assets, one of the
assets you will be purchasing is the interest in
VC Summer, that will conme as part of the deal.
Both of |I guess -- | think doesn’'t Santee Cooper
own a piece of --

MR. ROBO The do, they do.

Garber Reporting
info@garberreporting.com



© 00 N o o B~ W N P

N N N N NN P P P P P PP PR
o A W N P O © 0 N O 0o M W N P+, O

HEARING PROCEEDINGS
Page 164

SENATOR HEMBREE: The -- operating, | guess, as VC
Summer one would that be what it’s called?

MR ROBO That’'s correct.

SENATOR HEMBREE: And then two and three, whatever
asset there is out there you' |l be getting.
That’ s been turned over to Santee Cooper, as |
understand, and that would cone as part of the
package to you; is that right?

MR ROBO That’'s right. Now there are |liens on those
assets by Westing House and probably by Fluor as
well through the litigation that is ongoing. And
so we have effectively val ued those assets at
zero in our bid to the extent that there is
val ue. And maybe there is -- gosh, I’mnot even
going to sit here and say what | think the val ue
of those assets are because | think it's very
very hard to sell, you know, not conpleted power
plants. | -- we bought in 2002 Seabrook in New
Hanpshire that had a operating nucl ear plant
Seabr ook one and a stopped hal fway through
Seabr ook two, probably one of the last units that
was stopped half way through. And at the tine we
put -- in 2002 we put 26 mllion dollars of value
on that inventory and we used it as parts for

Seabrook one. So we used the turbine points and
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SENATOR HEMBREE: If -- | know that they' re building a

MR ROBO Plant Vogel what Southern would tell you is

SENATOR HEMBREE: | guess with -- | know that Santee -

we -- over tinme, right, so. Very hard to get

val ue out of those assets and to the extent that
there is any value it is subject to all those
liens. So nmy -- excuse ne. My expectation is
any value that would be in those assets would be
needed to settle the litigation and the |iens

that are already on those assets.

reactor over in Georgia and we're sort of

wat chi ng that take place and wonderi ng because |
think they ran into some problens over there as
wel | but they seemto have worked through those
problems, you're a lot nore aware of all this
than | am But that |ooks |ike that project is

going to be finished; is that correct?

they’'re going to finish that, the first unit, at
the end of Novenber of ‘21 and the second unit
Novenber of ‘22. And that’'s their official
schedul e and so that -- you know, that’s where

t hat project stands right now.

- that VC Summer one of the main i ssues was the
engineering. | mean, they were trying to build

sonething new. | nean, I'm-- if | get this
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Wr ong.
MR. ROBO No, no, no. The engineering wasn’t done.
SENATOR HEMBREE: Right. The engi neering was not
right and that’s what led to -- that was one of
the many things led to problemand then it
cascaded fromthere. But it sounds |ike at |east
In Georgia they' ve got the engineering figured
out. Is that --

MR ROBO Well they’ ve conpl eted the engi neering.

But even in Ceorgia they started buil ding that
plant without all the engineering being
conpleted. And it’'s taken -- it took Westing
House a decade. Renenber those plants were al
started in -- started permtting in 2008. |

mean, we're in year 12. It’s going to be 14
years from when you started, fromwhen those
plants are going to be finished, to put that into
perspective. And so it took a very long tine for
t he engineering to be done.

SENATOR HEMBREE: | guess what |’ mkind of building up
tois |"'mwondering, | just -- and | ask you, do
you foresee at some point that the engineering
gets worked out where VC Sunmer two and three
m ght actually be able to be -- or maybe just VC

Sunmer two, let’s just say one of them is able
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MR ROBO | don't contenplate any scenari o where new

to be conpleted in a cost-effective nmanner
because you’' ve been able to -- you know, you can
replicate it. Now that you’ ve been able to do
it, and you know how to do it. And basically
that CGeorgia paid for -- we paid for part of it |
guess, but Ceorgia paid for figuring that out.

That we can cone back and build VC Sunmer two.

nucl ear even units -- you know, units -- because
these are units one and two here and they built a
fewin China of the AP 1,000 which is the Wsting
House design. It’'s a 200 to 250 dollar a
megawatt hour power. It is very expensive power

and so that inthe end is why. |It’s not that the

technol ogy doesn’t work. And I’ma big -- you
know, |'ma big believer in nuclear. |It’'s carbon
free and it’s -- you know, it is an inportant

part of our energy future but new nucl ear

econom cs don’t work. And, you know, solar with
batteries, conbined cycle gas plants are

| evelized three or four cents a kilowatt hour and
this is 20 to 25 cents a kilowatt hour new
nuclear, soit’s -- even if you got 20 percent
better and it still takes ten years to build. |

nmean these are nmassive projects. Lots of
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oversight fromthe NRC. Wich is appropriate but
I's not cheap. And, you know, it just very very -
- and they’'re one-off kind of exercises, right.
You need to be a very, very big conpany to be
able to even contenpl ate building a new nucl ear.

SENATOR HEMBREE: And you -- | nean, you nmade this
statenent earlier | recall that you were, you
know, nuclear and offshore wind is appealing for
sonme reason as they mght be, they' re just at
this stage -- this tine in history, they're
sinply not cost effective and you don’'t foresee,
at least in the short term pursuing those as
part of your energy m x?

MR ROBO That’s right.

SENATOR HEMBREE: | want to go back to -- and really
just | got one last question and | think up done
but --

CHAI RVAN LEATHERVAN:  Coul d you speak into your mc,
pl ease?

SENATOR HEMBREE: Certainly. Sorry, M. Chairman. On
-- going back to the 941. |If Santee Cooper
wanted to do the sane thing that you’ re doing.
| f they decided, okay, we're going to settle this
| awsuit and we're going to settle it for 541 and

we're going to give ourselves credit for that
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settlenment, wouldn’'t that push their rates ever
lower? | nean -- would it be a -- | guess it
woul d be about the same. But they could do
essentially what you're doing is they push their
rates up and then they bring their rates down
with the settlenent noney.

MR ROBO Wll, the difference is they would have to
-- they woul d be raising noney that custoners
woul d owe to pay custoners back.

SENATOR HEMBREE: But that’s what’s happeni ng anyway.

MR ROBO No. No, no, no. No, no, no, no, no. This
Is very inportant. So we are paying the nine and
a half billion dollars effectively for the assets
of Santee Cooper. Only five and a half billion
of it is in rate base.

SENATOR HEMBREE: The only way you can recover it is
fromthe rate payer, though.

MR ROBO And so -- well, that four billion dollars
Is good wll. And that is on our books and we
have no way to recover that good will from
custoners. And so think about that 941 as part
of the premumthat we’'re paying for the five and
a half billion dollars of good assets that Santee
Cooper has. And so they would have to go out --

they would raise a billion dollars. Say 941
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they raise 941 mllion dollars. And they would
have to pay interest on that debt. And they
woul d have to charge their current custoners and
raise rates -- raise their current rates in order
to pay that debt to take that noney then and give
noney back to custoners.

SENATOR HEMBREE: But your only way to make noney in
South Carolina -- the primary way to nmake noney,
| guess, if you have | akes and water systens and
sone other things that will generate sone
revenue, but the primary way you' re going to nmake
noney i s charging rate payers.

MR ROBO That’s not the only way. The other way is
by taking cost out of the system such that the
current rates cover nore rate base, right.

SENATOR HEMBREE: Yeah you can save noney, Or you can
have cost savings, |’mwth you on that.

MR ROBO But the cost savings are enornous. |f you
present value the value of our cost savings, it’'s
the billions of dollars. Petter, rem nd what the
annual cost savings are that we thing we’'re going
to get?

MR SKANTZE: One hundred fifty, two hundred mllion.

MR ROBO Yeah. So it’'s 200 mllion dollars a year

of operating cost savings. Present value 200
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SENATOR HEMBREE: | understand -- | nean, | understand

MR ROBO So that’'s how -- and that i1s -- and then

SENATOR HEMBREE: And | don’t nean to dicker with you,

mllion dollars a year over several years, it's
several billion dollars. So that is pure val ue
creation that we're bringing to the table that I

don’t think Santee Cooper has the capability to.

t hat .

we're going to be able to put rate base in and

t hen not charge custoners because enbedded in
current rates is their current operating costs if
t hat nmakes any sense, right? So you | ower the
current operating cost that will allow us to nmake
I nvestments. They’'re going to | ower fuel costs
by the way and then that’s going to save
custoners noney. And that’'s how we w il be able
to do it without -- wthout, you know. So that
941 is part of several billion dollars that are
going to be a good will on our bal ance sheet that

we wll not recover from custoners.

but I'"mgoing to. | understand cost savings and
|"mwith you on that. | nean, | follow you on
that and |’ mnot challenging you on the ability
of NextEra to do this nore efficiently and

therefore, you know, that nakes the deal doable.
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MR ROBO - EXAM NATI ON BY SENATOR ALEXANDER:

Qherwise if you were --

MR ROBO Right.

SENATOR HEMBREE: You woul dn't be able to do it and we
woul dn’ t even be tal king.

MR ROBO That’'s exactly right.

SENATOR HEMBREE: G ve you that. So | fully
understand that. But | do -- I'’mlooking at this
going I can’t figure it out. As far a raising
revenue, |’ mnot talking about saving nmoney, |’'m
tal ki ng about the noney that you collect. Your
primary collection revenue source is rate payers.

MR ROBO Sure. That's right. Absolutely.

CHAI RVAN LEATHERMAN: I f you got nore question that’s
okay. That sounded |ike a statement, can you
turn those into questions for ne?

SENATOR HEMBREE: |’ Il be happy to, M. Chairman. |'m
finished though, so thank you.

CHAl RVAN LEATHERVAN: Wl |, okay. Thank you, sir.

MR SHEALY: Next up Senator Al exander.

SENATOR ALEXANDER:  Thank you, M. Chairman. Good
af t ernoon.
MR, ROBO Good afternoon, Senator.
SENATOR ALEXANDER: | appreciate you being here today.

|"ve been listening very closely on several of
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Page 173
these things. | wanted to just clarify two or
three things that | had here. | know a | ot of

this goes fromyesterday, sone of the discussions
we had. The water conpanies, | think, was you
woul d have that ability to either, | guess, sel
sonme of those water conpanies that generate that
or | guess you could -- | guess what | wanted
some clarification, would you or in other areas
have you contracted with other folks to operate
those or what is your vision for those that

depend on that resource?

all across our system Not necessarily water
utilities but we manage reclaimwater systens
that feed water into several power plants. W
manage, you know, very conplex water chem stry

I ssues in our nuclear plant so we know water, we
understand the water business. So those two
water -- those two -- you know, the water
utilities have as part of Santee Cooper’s sale
the nmunicipalities have the ability to buy them
at the debt value. So we placed in our bid a
val ue of just sinply the debt on those, on those
two utilities because we nade the assunption that

the nmunicipalities would take themover. |f they
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SENATOR ALEXANDER: Okay. Thank you. Also you

MR ROBO Yeah, sure. So Gulf was part of Southern

SENATOR ALEXANDER:  Ckay.
MR- ROBO  And Sout hern Conpany post tax reformhad a

don't, we’'re nore than wlling and happy to
Invest in those utilities going forward. W’'d
|l ove to do that and we’d |ove to, you know, help
invest in those water utilities for those

conmuni ti es going forward.

mentioned in the presentation this norning |

t hi nk you said about the Gulf Power that you have
and you used that as an exanple of sone -- | just
wanted to hear a little bit nore about the
simlarities and the difference of how you -- the
positives or the negatives fromusing that as an

exanple. 1'’mnot sure I'’mclear on that, but.

Conmpany.

need to issue a lot of equity and we were able to
pay thema price for Gulf that was nore accretive
for their shareholders than it woul d have been
for themto issue equity. And so that’'s one of
t hose rare deal s when we announced that deal, the
day we announced that deal, Southern stock price
went up and our stock price went up. It was a

wn/win for both sets of shareholders. And so
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that’s the difference, right. You know, it was

i nvester-owned utility versus a nuni ci pal
utility. The simlarities are that, you know,
@l f had a lot of coal and we're in the mdst of
shifting that coal generation over to gas and to
solar. And @Qulf, froman operating cost

st andpoi nt, was about average. And we’ve been
able -- you know, our vision as you saw in the
presentation was to take about 40 percent of the
operating cost out and we’ve already gotten about
hal f way there in the first year and we expect to
be there by the end of next year on all 40
percent. So it's a -- lot of simlarities and |
think the one difference is it was owned by

Sout hern Conpany, it was investor-owned utility.
| wll also say that we al so have done one of the
few nmuniciplization -- de-municipalizations at

Fl ori da Power and Light that have ever been done,
| think, in the [ast 25 years when we took -- we
purchased the nunicipal utility fromthe city of
Vero Beach and integrated that for a hundred --
It was a smaller transaction, a hundred and
eighty mllion dollars. And that has gone off
flaw essly and we’ ve been able to integrate that

quite easily.
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SENATOR ALEXANDER: Thank you for that. On the return
-- | want to get over to the return of equity
that we’ ve had sone di scussi ons about think your
proposal is at 10.2?

MR ROBO. So renenber that -- renmenber that there are
two different kinds of rate regulation once we
becone an investor-owned utility assumng we --
that you all decide to nove forward with our
proposal . About 30 percent of the revenue cones
fromthe direct-serve custoners. And those wll
be PSC regul ated. Seventy percent of the revenue
comes from-- 70 to 65 percent of the revenue
cones fromCentral. That wll be FERC regul at ed,
regul ated by the feds.

SENATOR ALEXANDER: Ri ght.

MR ROBO And that ROE is 9.75 the -- the RCE that we
have enbedded for the South Carolina PSC portion
Is 10.2. The blend is below 10. And nost
inmportantly and this we talked -- | talked with
t he senator about this earlier. The RCE has no
I npact on the rate. The rate is fixed. There is
no rel ati onship between the RCE and the rate for
the first four years.

SENATOR ALEXANDER: First four years.

MR ROBO And after that, that rate wll be set, that
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ROE wi Il be set by for the direct-serve fol ks by
t he public service conm ssion and by FERC for the
-- you know, for the central PPA

SENATOR ALEXANDER: Yeah. It was that discussion that
kind of get ne into this question because | hear
the first four years but |I'’mjust wondering after
t hat based on recent -- are you aware that on
recent hearing fromthe public service conm ssion
that they did a rate of return of 9.5 percent?

MR ROBO W do, yeah.

SENATOR ALEXANDER: So you are aware of that?

MR ROBO | amaware of that.

SENATOR ALEXANDER: So you're -- after year four you
under st and what that |andscape could | ook |ike?

MR. ROBO W conpletely understand that and, you
know, that we -- that’'s a, you know, interest
rates have noved around. You know, who knows
what will be going on in four years and --

SENATOR ALEXANDER: Well, | just thought was
interesting that you were at 10.2 when sone of
our recent -- would do different there.

MR ROBO Yeah, so, there is sonme history behind
that. And the history was we took the average of
the all owed -- back when we started working on

this transaction which was two and a half year
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SENATOR ALEXANDER: All right. And one |ast question

ago. The average of the allowed ROEs of all the
utilities in South Carolina was 10.2. And that

I s becone enbedded in our econom cs. But what we
tried to do at the tinme was not have an RCE t hat
was higher or lower. W tried to do the average
but it was -- you know, things have obviously
changed over that period of tinme. So that’'s how
we ended up with the 10.2 on the South Carolina

portion.

if I could, M. Chairman, or at |east for now.

Ki nd of goes back to discussion we had earlier
this norning with Senator G oons on the assets
and things of that nature and whether it was
current or future and even tal ked about file
cabi nets versus conputers, | believe, and things
of that nature. But as a investor-owned utility
nost of those it not be unique here to South
Carolina versus other states where you operate
but really a lot of that isn't that the

Depart nent of Revenue here in South Carolina for
exanple to get into speaking to those assets and
how t hey are managed. W have a nuclear facility
up in nmy area and | think at least froma

property tax -- | think I'’mgoing to that aspect.
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MR ROBO W would on the new investnents that we're

SENATOR ALEXANDER: That’'s right. That was the point.
MR ROBO That’'s right.
SENATOR ALEXANDER: But the other would be considered

MR ROBO Existing, that’s right.

SENATOR ALEXANDER: Good deal .
MR ROBO That's right. And we owe you sone nore

SENATOR ALEXANDER: So would that be up to -- sorry |

You was tal king about going forward and how nuch
you is going to be -- they would certainly have a
role in maki ng that determ nation. That would
not be -- or would it be a determ nation you' d
have to nmake on your own? |f you were a
regulated utility in South Carolina, as an

I nvestor-owned utility, you would be playing by

under those sane rules, would you not?

maki ng.

as an existing?

detail about what’s existing, what’s new, and the

details around the -- around the pilot.

had a follow up on that. So would that be up to
y all or would that becone a opportunity for the
Depart ment of Revenue or the appropriate
authorities to evaluate that determ nation,

whet her it’s considered existing or new?
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MR ROBO So that’s a very good question.
SENATOR ALEXANDER: Wl |, thank you.
MR ROBO | think | owe you -- we'll owe you a follow

up on that, okay?

SENATOR ALEXANDER  Ckay.

MR ROBO (oviously there’'s been a |ot of interest.
|’mnot -- |I'"mpretty good at property taxes but
|’ m not necessarily a property tax expert.

SENATOR ALEXANDER: | under st and.

MR ROBO. And so there’s been a lot of interest on
the property tax front and | prom se you we'll
get back on several of the questions we’ve had on
the property tax front and try to do a better job
than we did today of laying all that out for you.

SENATOR ALEXANDER: Well and that’'s not just property
tax but I'mjust on tal king about those
I nvest ments overall.

MR ROBO That’'s right.

SENATOR ALEXANDER: Thank you.

MR. ROBO Thank you.

CHAI RVAN LEATHERVAN:  Looks |i ke we’ve been going
about one and a half hours. |'mgoing to need a
rest stop. Find one on the interstate somewhere.

MR ROBO | would appreciate that, M. Chairnman,

t hank you.
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CHAI RVAN LEATHERMAN:  So we’ Il do that and we’'ll come
back here by that clock not by my clock at twenty
after 3:00.

MR ROBO Thank you.

(A short break was taken at this tine.)

MR SHEALY: Next is up Senator G egory.

MR ROBO - EXAM NATI ON BY SENATOR GREGORY:

SENATOR GREGORY: So interested in how NextEra' s plans
for renewables would differ from-- our state
woul d differ from Santee Cooper’s going forward?

MR ROBO So first of all -- there we go, we got the
button on there. That was ny fault. That green
button somehow got turned off. So we are the
wor | d’ s bi ggest renewabl e devel oper. W are
experts in renewabl e technol ogy, we're experts in
solar technol ogy, we’'re experts in battery
technol ogy. And so, you know, ny viewin terns
of how we'll be different in terms of our
renewabl e strategy going forward with Santee
Cooper is we're at ground zero of everything
that’s going on in renewables. W see
everything, we see every technol ogy, we see every
new t echnol ogy, we know what’s going on in the
mar ket pl ace and we will be able to bring that

know edge to aggressively bring the best
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renewabl e sol utions to Santee Cooper’s custoners.
Just by the nature of Santee not being in the
renewabl e busi ness neans they will be alittle
bit behind us on that front,

SENATOR GREGORY: And how woul d your plans for the
coal plant differ fromtheirs, going forward?

MR ROBO So we would close the coal plants sooner
than their plan. And also, you know, we're
hopi ng -- you know, | woul d be disappointed if we
can’'t close the second coal plant sooner than
what we have laid out in our plan. And so |
think that is probably the biggest difference is

that we woul d close them nuch earlier than they

woul d.

SENATOR GREGORY: | guess a question about energy
sources in general. | nmean, natural gas is
obvi ously extrenely cheap today. | nean, is

there any insight into how long that can | ast?

Is it unforeseen? | know, | guess a lot of it is
not even captured at the well heads now j ust
because it can't be sold. You know, comuoditi es,
historically, were subject to wi de sw ngs and
unexpect ed changes, shortages, that type of thing
and see we’'re pleased that, you know, nore and

nore energy production is com ng fromrenewabl es,
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MR ROBO Yeah. So one of the interesting things

you know, also gas. | just wonder if they're --
we're going to get blind sided one day if there’'s
sonme shortage of gas and we’'re so dependant on it

now.

about gas is you can hedge gas ten years out.

And so froma price standpoint it’s one of the
things that we’ d be thinking about and tal king
wth -- particularly with Central about is
hedgi ng the gas exposure, you know, the natural
gas price exposure not just for the next four
years which we'll do if you all nove forward with
us but perhaps for years five through ten as
well. And that would give a ot of certainty
around gas price volatility through that period
of tinme. That said, you know, we spend -- we
have a group of actually a very -- you know, one
of the best groups in the country that studies
nat ural gas econom cs by shale play around the
country. And | would tell you at -- you know, at
two dollars and fifty cents or two dollars and
seventy five cents, natural gas is about two
dollars and forty cents on a forward basis for

t he next several years right now Around that

price there is an awful lot of gas that is
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econom c to extract right now So that woul d
suggest that there’s not going to be a | ot of
upward price pressure in gas. There could be
regul atory changes. So, for exanple, if thereis
a-- if there is a presidential change in the
next election and soneone bans frakking on -- you
know t he, next president bans frakking on federal
| ands you could see a fifty or seventy-five cent
change in natural gas price but I think the days
of eight dollar gas are long behind us. It’s
just the econom cs of that industry have changed
really pretty dramatically.

CHAI RVAN LEATHERMAN:  Senator, you fini shed?

MR SHEALY: Next is President Peeler.

MR, ROBO - EXAM NATI ON BY SENATOR PEELER

SENATOR PEELER:  Thank you, M. Chairman. Like
everyone el se said, this has been very
Informative and | appreciate you com ng up and
doi ng this.

MR ROBO Thank you , M. President.

SENATCOR PEELER.  Coupl e of things and you may have
touched on it earlier and naybe | mssed it but
do any of your conpanies manage a utility that
you don’t own? You manage any utilities?

MR ROBO No, we don’t. Although we have nade offers
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to manage entities that we don’t own both nuclear
power plants and other utilities. | wll say
that we manage a | ot of generation facilities
that we don’t own. And so we probably manage
several thousand negawatts of generation that we
don’t own.

SENATOR PEELER: And the situation we’'re in now, did
you t hink about nmaking an offer to purchase
and/ or manage? Did you think about managi ng?

MR ROBO W did. And we nmade an offer to manage.

SENATOR PEELER: That offer wasn't as attractive as
t he one we received?

MR ROBO | -- you know, you' d have to ask the DOA
t hat question. W -- you know, we thought we put
a pretty attractive offer to manage Santee Cooper
on the table.

SENATOR PEELER. Wat do -- hang on. It's in the --

MR ROBO It was nore radical, as you can probably
I magi ne, than just putting three people down in
Monks Cor ner.

SENATOR PEELER: That’'s kind of where | was headed.

MR ROBO So we -- we nade a -- am | breaking any

rul es by saying what our offer was on the

managenent proposal? Probably. | won't, then.
| won’t say anything. Thank you. | won't say
Garber Reporting
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anyt hi ng.

SENATOR PEELER: |'mcurious. M friend from
Lancaster, he probably knows all about electric
cars. But if things flip ten, 20 years from now
we got fromfossil fuels to electric cars, what
w il that do to your industry?

MR. ROBO That's a great question, M. President.
| *ve been doing a |lot of thinking over the |ast
si X nont hs about what’s going to happen, do we
need to conpletely decarbonize the electric
sector by 2050, right. A hundred percent
reduction of carbon by 2050. And ny viewis
pretty sinple. The first 70 or 75 percent of the
carbon reduction that -- CO2 em ssions reduction
that | think our industry can do, we can do with
exi sting nuclear and a very, you know, very
dramatic increase in the amount of solar and w nd
and batteries that are on the grid. And as a
result of that -- and because those technol ogi es
have gotten so cheap that that woul d be
essentially free. The custoners woul d not see
their bills go up appreciably for a 70 or 75 or
80 percent reduction. So we’'ve nodeled a couple
states. W nodel ed Texas, we nodel ed Fl ori da,

we're in the mdst of nodeling a bunch of other -
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- because it’s very situation dependent, right?
Li ke the wind doesn’'t blow in the Southeast.
There’s no wind in the Southeast but there' s a

| ot of solar, great solar opportunities in the
Sout heast. So we’'re going region by region and
nmodeling that. The question really is how do you
get that last 20 percent out of the electric
grid, of carbon. And that’'s not an easy answer.
W’ ve been doing sonme nodeling, actually, on the
Florida system and | ooking at the capabilities of
hydr ogen, and using hydrogen in our conbined
cycle facilities and we think there s sone

prom se there. That we could actually use

hydr ogen, that we woul d el ectrolize hydrogen by
usi ng excess energy created by our renewabl e
facilities to create hydrogen, store that
hydrogen at our natural gas facilities and then
run those facilities not on natural gas but on
hydr ogen and be able to conpletely decarbonize
the system Now that's not free. That |ast 20
percent is alittle bit nore expensive but the
math we ran the other day suggested that it
wasn’'t extraordinarily expensive. And so, you
know, | wll leave it to people who are snmarter

t han ne.
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SENATOR PEELER: | want to neet that person.
Seriously, | want to neet that guy, or |ady.
MR. ROBO Thank you, M. President. But | will |eave

It to scientists who are smarter than nmyself that
-- to tell you whether 80 percent is sufficient
or whether you need to get to 100 percent. But
we are, trust nme, thinking a | ot about that
question and we think it’s a very inportant
question and we’'re doing a ot of work on that.
SENATOR PEELER: One | ast question, M. Chairnman.
What the senator from Lexington, Senator Setzler,
was tal king with you about, is this your final
offer? | nmean, can we squeeze you a little bit
nore? | felt like there was roomfor squeeze.
MR. ROBO You woul dn’t be doing your job if you
didn’'t squeeze this is a little bit nore | think
M. President, right? And I think, you know, as
we approach this, ny expectation of the dynam cs
was were going to be that there was a chance that
that coul d happen. You know, the DOA did a
terrific job squeezing us very hard, okay. So, |
wll say that. And so there’s not a |lot of --
there’s not alot left in the |lenon but there’'s
certainly sone things around these liabilities

that we could perhaps diligence and maybe i nprove
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VR.

ROBO - RE- EXAM NATI ON BY SENATOR CAMPBELL:

the val ue of our offer through that. And, you
know, | remain -- as | said | remain very open
to, you know, hearing your feedback on what we’ve
said. And you've only had it, to be fair, for
not -- for a few days, right? And so -- and it’'s
very conplicated and | recognize that. So that’'s
a long way of saying there mght be. But the DOA
did aterrific job of squeezing us pretty tight,
so there’s not a lot left in the tank.

SENATOR PEELER.  Thank you, M. Chairnan.

CHAl RVAN LEATHERMAN: M ke, what’s next?

MR, SHEALY: M. Chairman, we're now in the second
round of follow up questions and first on that
list is Senator Scott. Ckay, he’s done. So

after himis Senator Canpbell.

SENATOR CAMPBELL: Thank you, M. Chairman. You' ve
been very patient with us and | appreciate that
very nuch

MR. ROBO Thank you, Senator.

SENATOR CAMPBELL: |’'ve got two sinple questions. W
talked a little bit about interconnects around
the site of the newplant. | think that does
make a | ot of sense to put a conbined cycle.

What about interconnects into another Santee
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MR ROBO That’'s exactly right, Senator. And so, you

SENATOR CAMPBELL: Yeah, it seens to ne, and you can

Cooper systeminto CGeorgia Power, Duke or sone of
t hose things, ny understanding is you're limted
on those because of the technol ogy that exists

t hat you can upgrade those interconnects -- which
may require additional transm ssion distribution
system wi deni ng or sonething along that |ine but
what about -- | know you're limted, some of them
can transport both power into another system

whi ch they’ re nuch hi gher voltage.

know, we -- one of the big reasons why we put --
why we decided to put the conbined cycle plant in
Fairfield was because of the interconnection. |
woul d -- you know, | would be remss to say that
|”m-- you know, that |I’man expert in the ins
and the outs of transm ssion export and inport
into Santee’s system M experience with
transm ssion systens around the country is that
there’'s often an opportunity to inprove them

wi t hout spending a ot of capital. And so | am
confident that we’'ll be able to inprove the

I mport and the export capabilities of those

systens w thout spending a ot of capital.

correct meif I’'mwong on this, that you' ve got
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a lot of transm ssion capabilities in the
sout heastern region, that if we had the
capability of bringing into our systemthe rates
could be down a little bit in the short period,
maybe, or the long termyou’ d have to do what
you' re sayi ng. But it just seened |ike you have
a lot of generation facilities.

MR ROBO | think there’s enornous optim zation that
| think we can do once we actually -- assum ng
you agree to nove forward with our proposal once
we actually own the assets. W have an enor nous
amount to bring to the table. Even though we’ve
been working on this for two and hal f years,
remenber, it’s been very nuch fromthe outside
without a lot of ability to really, you know, get
into the nuts and bolt of Santee’s existing
system And | think there will be enornous
optim zation opportunities to inprove even
further than what we’ve laid out in our plan
goi ng forward.

SENATOR CAMPBELL: The ot her question, are you
I nvolved in any solar projects in South Carolina?

MR ROBO Yes. W just brought our first on in-line,
a COD, into service. And we have a huge pipeline

of solar projects that -- devel opnent projects
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MR ROBO - RE- EXAM NATI ON BY SENATOR SETZLER:

that we have put together, so, yes is the answer
to that.

SENATOR CAMPBELL: |'ve heard you were tal king about
the Volvo side is that correct?

MR ROBG Unh --

SENATOR CAMPBELL: For sol ar.

MR ROBO That's possible. That's possible, although
-- oh, DG yes. W do we have a small DG project
at the Volvo site, that’'s right, yes.

SENATOR CAMPBELL: Thank you.

MR. ROBO Thank you, Senator.

CHAl RVAN LEATHERMAN:  Al'l right. Wo's next?

MR SHEALY: Senator Setzler.

SENATOR SETZLER W tal ked a | ot about under your
proposed | egislation that you were exenpt from
payi ng taxes and di scussed that at great |ength.
And you nentioned the fact that you would | ose
money the first four years. You kept talking
about that. Am| reading correctly the proposed
| egislation that you are allowed to carry forward
those | osses through the first four years and
then use themafter the four years?

MR. ROBO You are reading that correctly, as --

SENATOR SETZLER:  And what do you project your |osses
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to be during those four years?

MR. ROBO W can get you a projection of that. W
can get you a projection of that. | don’'t know
it off the top of ny head, Senator. One other
thing that ny teamrem nded ne of during the
break is we will continue to pay, during that
period, the 18 mllion dollars a year that Santee
I's paying |ieu of.

SENATOR SETZLER: | got that. But want to go back.

So not only during the first four years are you
not going to pay any taxes, you're going to carry
forward your losses so in the fifth, sixth, tenth
year if you nmake noney you going to offset it

W th the |osses fromthe first four?

MR. ROBO So nost NOLs are carry forwardable and |
think that’s not unusual, to be able to carry
forward NOLs.

SENATOR SETZLER: Well it’s unusual not to have to pay
t axes, too.

MR ROBO. If you --

SENATOR SETZLER: | have to pay them

MR ROBO As do I, Senator. And renenber this is al
being driven by the mismatch in tax depreciation
ver sus book depreciation.

SENATOR SETZLER:. Okay. And so you will provide us
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what you project that the |osses will be for the
first four years in witing, please, sir?

MR ROBO Yes, we wll.

SENATOR SETZLER: Okay. | think the Senator from
Lancast er asked you about natural gas if | was --
do you have comm tnments on natural gas? Are you
tal king about building a pipeline or are you
wor ki ng with Dom ni on on what they want to do?
What’ s the situation?

MR ROBO So the site is quite close to the |argest
natural gas pipeline in the country which is
Transco’s pipeline. And so we would build a
lateral 17 mle lateral? Remnd ne Petter.

MR SKANTZE: About that, yes.

MR ROBO 17 ml es.

SENATOR SETZLER: Al right. Tell us where that's
fromthe.

MR ROBO Yeah, ny -- geography is not a strong suit
of mne so we wll get you a map of where that
pi peline would go and -- but it is a short
pi peline and sonething that we would be able to
build, I think, quite quickly and permt
reasonably quickly. 1It’'s not a -- wouldn't a
federal -- it wouldn't be a FERC pipeline it

woul d be what’s called a henshaw pi peline which
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Is an intrastate pipeline and so that would be
subject to State of South Carolina permtting,
not to federal permtting.

SENATOR SETZLER: Okay. And I'Il try to be brief. W
tal ked about the fifty mllion dollars in the
first four years because you said it would cost
If you weren’t accelerated. Explain where that
fifty mllion dollar nunber conmes from \hat is
t hat ?

MR ROBO. So it is -- it is the net of the revenue
requi rement on the capital investnent. So
there’'s a revenue requirenent that conmes out of
that capital investnent. So that woul d be what
custoners have to pay to pay for the conbi ned
cycle mnus fuel savings, mnus the operating
cost savings that you will get fromclosing the
coal plants. The net of those three nunbers is
fifty mllion dollars to the good for custoners.

SENATOR SETZLER:  Per year?

MR. ROBO Per year.

SENATOR SETZLER  Ckay.

MR ROBO Yeah. It is a significant, significant
savings for custoners and it’s why we want to get
going on it as quickly as we can.

SENATOR SETZLER: Well -- and when you don’t have to
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file wth the PSCit allows you not to have other
I nterested parties cone in and question what you
are doing, i.e., it may be other utilities, it
may be rate payers, in this case it mght be a
tax payer who the burden of these things that
you' re | eaving behind are shifted to them versus
the rate payers. Not of that opportunity exists
If it’s not dealt with by the PSC?

MR. ROBO  Yes.

SENATOR SETZLER As in a normal rate case?

MR ROBO Yes, that’s right. And | think we talked
earlier about howthis is an integral part of our
-- how that generation plan is an integral part
of our proposal. | would rem nd you though,
Senat or, that we have cost caps for the conbi ned
cycle plant of that are very, you know, quite
| ow, you know, $890 a -- 885 per KW and enbedded
in that. Enbedded in the legislation. So that’s
a very aggressive cost cap. And one that | think
| showed you one of the conbined cycles that just
came online in the Southeast was at $1,200 a KW
so we have a very aggressive cost cap in there
and that | think in the end the nost inportant
thing to custoners are, is it ontinme, is it --

you know, on budget or ahead of schedule. And we
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take the risk. W take the schedule risk, we
take the cost risk and, you know, effectively as
| said it's been -- you know, it’s an integral
part of our proposal. It’s howw're able to pay
what we’'re paying, by being able to go quickly,
freeze the rates. It’'s part of the -- said
another way, it’'s part of the Rubik’s Cube. It’s
an inmportant part of the Rubik’s Cube. And we
talk wth the DOA about what woul d happen to our
proposal if we didn't have that. And we went

t hrough the -- we went through the PSA, the PSC
process and it's a significant difference in
value. So I think the decision was nmade by them
that they felt like this proposal, the total
proposal, was the best proposal for value for
custoners and for the state,.

SENATOR SETZLER  And we tal ked about your view that
we coul d negotiate -- we being the Ceneral
Assenbly, not ne. The General Assenbly could
negotiate with you versus other people. D d you
know that | believe if the General Assenbly
participates in negotiating with you, not only is
It violative of the resolution, but it opens up
the state of South Carolina to be sued by the

ot her participants in the process and/or the rate
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payers or citizens of this state? Tax payers who
are going to be inpacted by what was done.
Because they’' re not going to have that
opportunity.

MR ROBO. So | think we tal ked about that Senator.
And | think -- you know, | think it’'s awfully
hard to sue a state. And | think you are the,
you know, the state’s deliberative body. You set
the laws. And | think you can set the laws in a
way that woul d not have that be a risk for you.
But I'"'mnot a lawer. |'mmarried to a | awer
but I'mnot a lawer. So, you know, | think, you
know, that’s a matter of law and | think we'd
have to -- you know, I'Il nmake sure that | ask
our lawyers that question.

SENATOR SETZLER:  Thank you, M. Chairman. And thank
you for your courtesy and responses.

MR ROBO Thank you, Senator.

CHAl RVAN LEATHERMAN: M ke, who's next?

MR SHEALY: Next is Senator G oons.

MR ROBO - RE- EXAM NATI ON BY SENATOR GROOVE:

SENATOR GROOMB:  Thank you, M. Chairman. Thank you
for continuing to share with us today.

MR. ROBO Thank you, Senator.

SENATOR GROOVS:  There’'s probably a few nore questions
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sone of us may have after we | eave here today but
there was a few nore that caught ny attention
that | wanted to get answered while you were
still here. You' d nentioned earlier, and even
just with the senator from Lexington, about
closing coal plants, with an S. The ori gi nal
plan, or the plan that was laid out, has closing
one pl ant.

MR ROBO That’'s correct.

SENATOR GROOVE: Sant ee Cooper has, you know, two.

MR ROBO That’'s right.

SENATOR GROOMS: Could you talk to ne a little bit of
why that becane plural ?

MR ROBO So | think it’s a matter of how big a
natural gas plant that we decided to build as
part of the -- our proposal. You know, our final
proposal was the smaller gas plant than perhaps
we maybe originally contenplated and | think
simlar to what Senator Canpbell was discussing
about optim zation transm ssion, ability to bring
other things in. | think there’'s a |ot of
optim zation to be had. That second coal plant’s
very expensive. It’'s also not terrifically
environnentally friendly and ny goal will be to

get the second one closed as well. But right now
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fromthe outside it’s hard for us to commt that

we' |l be able to do that and run the system
think ultimately we’'ll be able to do that and
the system And so that's why | said plural.
| *d be disappointed if we can’'t do it but | th
It’s hard for us fromthe outside right nowto
commt to that we’'re going to be able to close
t he second one.

SENATOR GROOVS: One of the things in the joint

resol ution was the econom c inpact and there’s

run

I nk

j obs associated with that coal plant. And Santee

Cooper and their resource plan, as you know,

they' re planning on closing on but a little bit

|later. But Cross -- and if you could respond to

this, | noticed in the generation mx in 2024

coal drops down to about seven percent of your

generation mx. Does that nean you contenpl ate

addi tional layoffs at Cross behind what is

submtted in your plan?

MR ROBO So -- so, Senator, they won’t necessarily

be layoffs. They will be, as | said, we'll start

W th open positions, then attrition, then an
early and enhanced retirenent program And ny
goal is, as | said, to do it without having to

| ayoffs per se and do involuntary separations.

do
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SENATOR GROOMS: It is there for capacity. But the

MR ROBO And it’s very high -- Senator it's very

But absolutely there will be job reduction at

t hat second coal plant even if it isn't closed
because you don't need as many negawatt hours
fromthat second coal plant. It's really there

for capacity, not for energy. And so, yes.

question would be are the --

hi gh cost and so I think one of the things -- one
of the things that | think you all have to nmake a
deci sion around is the amount of investnent we're
making is going to add thousands of jobs to the
state. W' re tal king about reduci ng Santee
Cooper’s enploynent by 740. The net job creation
by our plan is significantly in excess of the
amount of job |loss that Santee Cooper is going to
have. And so, you know, query, | think, you
know, with your state the skilling that you’ve
done with your work force this is an opportunity
to depl oy your human resources into jobs that are
creating value for the state. And | would posit
t hat payi ng soneone to run a nore expensive
generation plant than you need is the wong thing

to be doing with the state’s noney and. And so -
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SENATOR GROOMS: | know we need to transition away
fromcoal, you do too, that's in your plan. But
t he nunber of job |osses, the question would be,
woul d the job | osses that you have placed in the
plan with the Departnent of Administration isn't
-- | know you don’t like to use job | osses.
Let’s say retirement opportunities. Isn't it
greater than what’s in your plan, considering
that Cross will be idled dowmn to only seven
percent ?

MR ROBO No. That was enbedded in -- Cross being
I dl ed down to seven percent was enbedded in the
742.

SENATOR GROOMS: Gkay. So that does include changes
at Cross?

MR. ROBO That does include that, yes, it absolutely
does.

SENATOR GROOVS:  All right. And just a few nore
questions. Were bypassing the Public Service
Conmi ssion process. And could you talk to ne a
little bit about what happened in Hawaii and in
Texas with their public service conm ssions where

you weren't able to conplete a deal ?

MR. ROBO Yeah, sure. So why don't | -- you know, |
think in Hawaii we -- in Hawaii it was very
Garber Reporting
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SENATOR GROOMS:  You were neking a deci sion?
MR ROBO So | nmade ny decision, and ny decision was

sinple. W nade a proposal to buy Hawaiian

El ectric, the PSC -- and this is the PSC

del i berated for 24 nonths. At the end of that
24-nmonth period they nmade a decision to not nake
a decision. | then made a decision that | was

done.

to not try again after 24 nonths and them not

maki ng a decision. So that’s what happened in

Hawaii. |In Texas it’'s also very sinple. W
agreed to pay 18 billion dollars for Encore which
was in -- which was -- whose parent was in

bankruptcy. The Texas public service conm ssion
decided that | wouldn't be able to appoint the
CEO and that | wouldn't be able to appoint a
majority of the board. So | made a decision that
-- and if that happens, then we were going to be
downgraded by the credit agencies if we bought
that asset. And so | nmade it a very sinple

deci sion, again, that I wouldn't pay 18 billion
dollars to buy a conpany that | couldn’t run.

And that again was a sinple decision for ne and |
made that decision. | could have closed on that

-- on that transaction had | agreed not to be
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able to pick the CEO and to have a fully

I ndependent board that | didn’'t pick, even though
| own the conpany. O at |least not on ny -- even
t hough Next Era owned 80 percent of the conpany.
And so, you know, that was an easy decision for
me. | didn't -- it didn't take a long -- you
know, this teamcan tell you | didn't take a |ong
time deliberating on whether or not we would
agree to do that and so we agreed to wal k way and
soneone el se bought it who agreed not to -- to
pay 18 billion dollars but not control it.

SENATOR GROOMS:  And those were basically issues with
their public service comm ssion either not nmaking
It a decision or trying to tell you howto run
the conpany a way you didn't want to run it?

MR ROBO That’'s right.

MR SENATOR CGROOMS: Woul d your experience with those
two states’ public service conm ssion have any
bearing over why you would want to skip the PSC
process in South Carolina and appeal directly to
the | egislature?

MR ROBO So, you know, | think there is certainly is
an elenment of that. Rght? | would be -- you
know, | wouldn't be honest with you if | said

that that wasn’'t part of ny thinking as we
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t hought about this. | -- you know, the fact of
the matter is that you all have to nake the
decision to sell. It has to be approved by the
| egislature. And | was -- |I’mvery unconfortable

with this thought of two bites at the apple by
the State. And | think it’s inportant for the
peopl e maki ng the decision to sell to be able to
sell on the terns -- you know, for the buyer and
the seller to be able to reach terns. And so,
you know, that cane into nmy thinking as we

t hought about this. | think, you know, the other
pi ece that canme into our thinking -- obviously we
have terrific relations with the public service
comm ssions around the country we do business in.
We have utilties in nmultipel states, we have
generation in nmultiple states, we have, you know,
very strong relationships with our regulators
everywhere we do business. So but -- you know, |
think nost inportantly, Senator, that | think

Wi th buyer and seller it’s inportant to be able
to have the two parties cone together and say,
yes, this is the deal. And so that was how we
approached this and that’s why we approached it
given that the Legislature needed to have

| egislation to enable all of this to begin with
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SENATOR GROOMS: We know that the potential purchase

MR ROBO Not really. Not really. | think we had a

that that’s howw -- that's in the end how we

approached it.

of Jacksonville Electric Authority was not a
matter of the PSC. But sonehow or another that
deal sort of blew up over Christnmas. Wre there
any | essons |earned fromthat experience in
Jacksonville that you m ght be applying to this

deal ?

| ot of lessons learned fromthe Gty of Vero
Beach transaction. W'’'re very persistent folKks,
It took us ten years to buy the city of Vero
Beach and we | earned a | ot through that process
and that certainly has informed our thinking as
we approached this process. W've been working
on this for two and a half years, as | said
earlier. So we're pretty persistent fol ks and,
you know, the JA process woul d have been subject
to public service comm ssion approval because of
the nature of the water utility there. And |
won’'t get into the -- there were no -- and by the
way, this transaction, all of the rates are going
to have to be -- all of the tariffs, you know,

there’s hundred of tariffs that are going to have
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to be ratified by the PSC. There' s several
things the PSCis going to have to do as part of
this transaction so what they’'re not going to be
able to do is set the ROE and review the
generation plan. Really those are the two things

that they're not going to be able to do.

SENATOR GROOMS:  So you were persistent at Vero Beach,

ten years. Let’'s just say that we gave Santee
Cooper reformand we said, you know what, we
don't know if we're going to get the right val ue
out of NextEra at this tinme, Santee Cooper, go
with your reformplan. Does that nean you go

away, you |l ook over a -- keep an eye on it?

MR ROBO So nothing is ever forever, right? And

that said | also want to address, | think, a
question that’s come up is this a good tine to
sell Santee Cooper. And it is actually a

hi storically good valuation period for utilities.
Utilities are valued right now at all tinme highs.
There is not a better tine froma val uation
standpoi nt to be | ooking at nonetizing Sant ee
Cooper. And, you know, honestly if you were to
try to set, you know, the reformplan for a few
years we certainly wouldn't go away but | can't

prom se you that the value that we were able to
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put it on it today would still be the same val ue
that we could put it onin three years. It’'s
very tied to what the overall values that folks
put on utilities are in the nmarket right now.

And that, you know, that -- your experts from--
the experts that the DOA hired could show you how
historically good a period it is to be selling

ri ght now.

SENATOR GROOVS:  Senator from Lexi ngton had asked a
question about board representati on and we have
two South Carolinians on the board. Has any
other -- we’ve got South Carolinians on the
board. The question would be along the |ines of
has there been any prom ses of value or of other
job opportunities for anybody within state
government that you are aware of ?

MR ROBO No, not that | amaware of. Thank you.

CHAI RVMAN LEATHERVAN:  Al'l right. Wo's next?

MR SHEALY: Next we have Senator Scott.

MR. ROBO - RE- EXAM NATI ON BY SENATOR SCOIT:

SENATCR SCOIT: Thank you. | want to go back to
Fairfield County where the two reactors we'l|l
eventual |y have to do something with it, dispose
of the assets of it. And you're right next to

Dom nion who is a nuclear plant. \Wat are you --
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what’'s the vision of NextEra in dealing wth that
property right on -- at Lake Monticello? What
could that community which |I'm adjacent to that
community, it’'s not the sane constituency, what
coul d they expect to actually go on that property
and wll that just end up being, after the clean-

up, just vacant property?

MR ROBO So that’'s a great question. And, you know,

first you'll have to -- we’ll have to deal wth
the inventory there. It’s big inventory, right?
These are not small pieces of equipnent. And so
we'll need to deal with that inventory in a way
that is value maxi m zing and hopefully settles
all the litigation and the liens that are on that
inventory right now Going forward, you know,
that’s an asset that we wll ook to be try to be
able to optimze for the benefit of custoners,
right? And so if there things that we can do
there that wll be custoners we'll certainly be

| ooki ng at them

SENATOR SCOTT: Well -- but my concern is once those

two reactors who over the |ong period of tine
have been built, the enploynent was up. Once
t hey stopped they just about collapsed the town,
And | | ooked at what you were trying to renenber
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MR ROBO. Yeah, no, we have several solar devel opnent

SENATOR SCOTIT: |I'mjust trying to figure out, given

MR ROBO Yeah. Battery storage, right? Because

that solar in South Carolina which is over in

Al ken, 50 mles northwest of Aiken. Shaw Creek
Solar. 560 acres, 74.9 negawatts. |s there any
Ideas in noving in that direction since you got a
nunber of co-ops that you will be providing

addi tional -- when | |ooked at your |ayout for
sol ar the nunbers actually went up. Any possible

| ocati ons?

sites that are in that county. Correct me if I'm
wong, Mchelle. So we are very nuch | ooking at
sol ar devel opnent in the county. Wether we're

| ooking at the site right now given that we can’t
get access to it and the inventories there we
haven't but it’s certainly if -- if it’'s suitable
for solar it’'s certainly something we would | ook

at .

the Lake Monticello community, value to that
community, also to NextEra, outside of solar,
out si de of nuclear what else is a possibility on

that property? |It’s a big piece of property.

there is good interconnection capability there

and battery storage is actually sonmething that |
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think is going to be increasingly deployed across
the grid in the US and so | think that's another
opporunity.

SENATOR SCOTT:  Thank you.

MR SHEALY: Next is Senator Croner.

MR ROBO - EXAM NATI ON BY SENATOR CROMER

SENATOR CROVER:  Thank you, M. Chairman. M. Robo,
we appreciate your patience on answering a |ot of
t hese tough questions here today. | -- you ve
been up here quite a bit and I know you' re
getting tired. 1'd just like to say though after
listening to the senator from Berkley here on the
Texas situation and Senator Peeler said if we can
squeeze something el se out of you. Maybe we can
squeeze out that the Legislature can pick your --
or ask you to just assune the same board of
directors from Santee Cooper and the current CEO
torun this thing for you after you buy it out.
No, no, just Kkidding. Just kidding.

MR ROBO | don't think so, Senator.

SENATOR CROVER.  The only question |’ve got is do you
know whet her a Transco pipeline is running right
now, a gas |ine?

MR ROBO Is it running?

SENATOR CROVER:  \What counties, what counties -- yeah.
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Yeah, is it already there?
MR ROBO It is already there, yeah.
SENATOR CROVER:  Ckay.
MR ROBO It is the biggest pipe -- it goes fromthe

gul f of Mexico to New England. It is the biggest
pipeline in the country. And our, you know, that
site is about 17 mles away fromit.

SENATOR CHROMVER: The reason | ask that -- |’ m not
famliar -- one of ny counties, well actually two
of them Lexington and Newberry right there and
Union, all run in together and |I’mnot sure if
they run through any parts of ny district there,
Maybe or --

MR ROBO Yeah. W’II| get you an answer to that.

But nost |ikely, yes.

SENATOR CHROMER: So yeah 1'd like to see -- | think
you were going to get sonebody of this for a
| ayout of where that pipeline is going to run
because if it’'s running off of -- probably off of
Newberry there somewhere |’ m going to be awf ul
concerned about that. So | would Iike to know
about it.

MR ROBO Understand. Yes, sir. W’I|Il lay that out
for you.

MR. SHEALY: M. Chairman, | do not have recorded any
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ot her follow up questions from nenbers.

CHAI RVAN LEATHERMAN: M. Setzler, you got sonething?

SENATOR SETZLER: Well, M. Chairman, |’ve just got a
question to you, | guess. M. Robo has been here
all day and been very kind, as the Senator from
Newberry said, to answer all of our questions,
however -- and he's extrenely busy, but he’'s
going to provide us a |list of tax breaks
I ncentives, loss carry forwards, fee in |ieu of
agreenents, nunmerous things. Once we get that |
woul d hope that either he or somebody woul d cone
-- be wlling if we wanted himto or themto cone
back and di scuss those itens or anything el se.

But | don’t know until we see the docunents what
t hey are.

CHAl RVAN LEATHERMAN:  So |let ne just respond to that
if I my. W look forward to getting those.

W'l | decide at that tine if we need you back
here.

MR ROBO  Absolutely. It's not a problem | am
happy to cone back and answer any and all
questions. This is very inportant to our conpany
and |’'ve been personally very involved in it for
the last two and half years as you can probably

tell fromthe last several hours. And | am happy
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to come back and answer any and all of your
questi ons.

CHAI RVAN LEATHERMAN:  Senat or Matthews, you got
sonet hi ng?

MR, ROBO - EXAM NATI ON BY SENATOR MATTHEWS

SENATOR MATTHEWS: Yeah. Got one question. | started
to say good norning, but it’s good afternoon.

Let ne ask you just one question about the fee in
|ieu agreements. Have you reached fee in lieu --
| represent -- just give you a little background,
| represent a large part of the |lake and the
water system primarily there the Lake Marion
regional water systemwhich was built by Santee
Cooper and the partnership with the counties.
Have you reached a fee in lieu agreement with

t hose fol ks?

MR ROBO No. Because | don’t think that's not new
generation and so that wouldn't be what we woul d
be using those agreenents to -- we're using those
agreements really for new generation, not for --

SENATOR MATTHEWS:  Only for new generation?

MR ROBO New for generation, yes.

SENATOR MATTHEWS: Ckay. Have you reached any kind of
agreement with those counties that |ike |ake

Marion region has five counties tied init. Have
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y'all had any di scussion about how that process
woul d work and how you would transfer it, and --

MR ROBO The water systens we have -- we actually
have net with both -- both of the governnent
entities that are served by those water systens.
And they’'ve told themwe' re happy to continue to
I nvest in themand we're happy to run them and
continue invest to them They have a right to
buy themout for the debt that Santee Cooper has
In those systens and so we' ve assuned basically
that they would buy themout. But if they don't,
we' re happy to run themand continue to invest in
those communities going forward.

SENATOR MATTHEWS:  Ckay.

CHAI RMVAN LEATHERMAN:  Anyone el se? Have a great day,
thank you, sir. You did a great job.

MR ROBO Thank you very nuch. Appreciate the tine
today. Thank you.

CHAl RMVAN LEATHERMAN:  So we' || convene in the norning
at 9:00 o’ cl ock.

(There being nothing further, the proceedi ng adjourned at
4.05 p.m)
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