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* * % *x * % % * * * * %

SENATOR RANKI N: Wl cone, everybody.
And wi thout ne delaying this even nore with
chatter, Heather, tell us again why we're here and
we'll junmp right in on questions for you, M. Finn.

M5. ANDERSON: M. Chai rman, Menbers of
the Subcommttee, M. Finn is a candi date seeking
appoi ntnent to the 1st Congressional D strict Seat
on the Santee Cooper Board of Directors for the
term begi nning on May 19t h, 2013, that expires on
May 19th, 2020.

Can we have himsworn in, please.

(M. WIlliamA Finn was duly sworn, after

whi ch testinony commenced at 10: 23 a.m)

MR FI NN: | do.

M5. ANDERSON: Pl ease state your full
nane and current address for the record.

MR FINN:. WIlliamA Finn, 59 Crier
Lane, Mount Pl easant, South Carolina.

MS. ANDERSON:. W received your
conpl ete confirmati on package. Are there any
changes or is there any additional information
you'd like to provide for the Subcommttee?

MR FI NN: No.

MS. ANDERSON: Ckay.
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M. Chairman, at this tinme | would
request that we put in his edited Personal Data
Questionnaire to the record.

SENATOR RANKI N: Ckay; w thout
obj ecti on.

(EXH 1, Personal Data Questionnaire of
M. Finn, was marked for identification.)

MS. ANDERSON: W al so sent you a |ist
of questions and received your responses. |If we
asked you these questions today, would your answers
be the sane?

MR FINN:  Yes.

MS. ANDERSON: Ckay.

M. Chair, we'd like to put these into
the record as well.

SENATOR RANKI N: Ckay.

(EXH 2, Prelimnary Questions for M.
Finn, was marked for identification.)

M5. ANDERSON: What are the
denogr aphi cs of your average consuner?

MR FINN: Well, if you look at the
state of South Carolina, you | ook at the areas that
Sant ee Cooper serves directly and indirectly
t hrough the co-ops, we're not serving the |arge

nmetropolitan areas. And so, if you |look at the
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denogr aphi cs outside of that, while we do serve
sone of the wealthier communities in the state, the
rest of the state, generally speaki ng, probably

| ower than average incones. There's a |ot of
people living in nmobile hones, a | ot of people
living in houses that are -- may be substandard or
just barely standard. So we're just generally
serving |l ower-incone individuals with sone
exceptions across the state.

M5. ANDERSON: Aside fromthe Consuner
Sati sfaction Survey, what neasures are utilized in
t he Annual Executive Eval uations?

MR. FINN:. There's a variety of
nmeasures for eval uating executives of Santee
Cooper; they include their |eadership, their
ability to neet their plans to do the appropriate
pl anni ng for Santee Cooper, their ability to work
W th other nmanagenent and enpl oyees within Santee
Cooper and w t hout Sant ee Cooper; custoner
satisfaction, as you nentioned, is also -- is one
of the drivers, but we also place a strong enphasis
on maki ng sure that the managenent is keeping the
cost structure down; that our power and the --

Is -- that we're focusing every day on keeping the

cost down. And that's an inportant part of all of
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t he managenent i ncentives.

Al so, there's two other areas that are
very inmportant to ne that | watch over; one is
safety. W' ve got to nake sure -- you know,
elected utilities are -- by nature, are very
dangerous, and we've got to nake sure that we're
operating at the highest level in terns of safety,
t hat our enployees are, and that we're -- we're
maki ng sure that our consunmers are in safe
envi ronnent s.

And | think that's a bit ranbling, but
| think I'"ve covered nost of it. Thank you.

MS. ANDERSON: Ckay. What is the
current debt-equity ratio for Santee Cooper?

MR. FINN: The debt is about 27-to-73
per cent.

M5. ANDERSON:  And what constitutes the
bul k of the debt?

MR. FINN:. We have -- our long-term
debt to date is about 5.4 billion. And nuch of
t hat has been added due to the nucl ear --
construction of the nuclear unit.

M5. ANDERSON: Ckay. \What are Santee
Cooper's nost val uabl e assets?

MR FINN:. Well, as a CEQ |'d say,

A. WILLIAM ROBERTS, JR., & ASSOCIATES (800) 743-DEPO
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first of all, the enployees. The enpl oyees do a
great job for Santee Cooper. | think w thout our
enmpl oyees, we woul dn't be where we are today. |If
you | ook at hard assets, obviously the -- there's
two assets that are significant to us; one are the
| akes. | nean, Santee Cooper has responsibility
for taking care of the lakes, and | think it's a

| arge responsibility.

Second, the generating assets are
certainly -- the generation assets, our investnent
in nuclear, as well as our coal and gas and ot her
generation facilities.

M5. ANDERSON: And that leads ne into
ny next question. The generation m x has changed
greatly over the | ast several years. Coal used to
be predom nant; now you' ve got a rough bal ance
bet ween the coal and the gas. How nuch of the gas
I's purchase power?

MR. FINN: You know, if you | ook at the
m x today, | think we have been as high as 82
percent coal; this past year, it was under 60
percent. | think it was down to 58 percent.

Gas -- our own gas production was about 17 percent
and purchase 15 percent. And the bul k of the

purchase power, if not all of it, was by gas. |
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don't know t he exact percentage, but nobst of it was
gas.

M5. ANDERSON: Ckay. How do you
recover the enbedded cost of idle coal plants?

MR FINN: Well, that's a real
chall enge. That's sonething we're going to have to
continue to look at. | think the -- a lot of it is
going to have to do wth how we project what's
goi ng to happen with coal and gas prices in the
future and what will be -- will gas continue to
stay at $3 or $4? |It's at $4 today. There's a |ot
of people in the industry who think that gas prices
are going to creep back up to $5 or $6. |If that
happens, we begin to see that the coal capacity we
have today is much nore conpetitive than the gas,
or at least it begins to be a tradeoff.

So question is -- | guess is, what are
those costs going to be in the future? And they're
going to be a function of what -- where the pricing
ends on it -- on fuels.

MS. ANDERSON: Are coal -to-gas
conver si ons possi bl e?

MR. FINN. You know, one of the big
problens we have -- it's a great question, | think,

and one that we've asked managenent a lot of. Part
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of the problem we have in Santee Cooper is -- and
it's a problemin the state, if you | ook at our
exi sting |locations, there's not enough gas
capacity. The gas lines and the infrastructure for
gas in the state doesn't serve the eastern part of
the state very well, and I think that's a real
chall enge for us. | think, hopefully -- there are
sone groups that are tal king about addi ng pi peli ne
capacity in the eastern part of South Carolina.
Hopeful |l y that woul d be plausible for us. But
t oday, there's probably not adequate supply w thout
new pi pelines to convert solid coal to gas.

MS. ANDERSON: Can you descri be how the
board engages in |long-term strategic planning.

MR FINN: Well, every year the Board
takes a hard |l ook at the strategic plan. And one

of the things we do is use outside resources to

hel p us project what the demand wll be, to | ook at
what residential growth will be, what residential
consunption will be, what trends are going on in

residential consunption; to | ook at industrial

base -- what's happening with the industrial base,
will the industrial base continue to be conpetitive
at current levels, or what can we do to | ook and

make sure they're conpetitive, and | ooking at
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commercial and retail.

So there's an awful | ot of analysis
that goes into that. W use an outside firmthat
specializes in this in trying to determ ne what the
future | ooks like, how nmuch demand is -- are we
going to be faced with in the future years. W've
had, in the |ast few years, declines in demand.

And whether that wll continue, that's another
question. That goes to the function of how strong
t he econony is, how strong the industrial base is
I n South Carolina.

So that part of the planning -- also,
we get the input not only fromthe consultants, but
fromthe co-ops and how they see their strategic
pl an as wel | .

MS. ANDERSON: Ckay.

MR. FINN: Incorporate that into Santee
Cooper' s.

M5. ANDERSON: What | essons were
| earned fromthe now abandoned plans to build the
Pee Dee plant?

MR, FINN. You know, that was right at
the beginning of ny term so | don't know what -- |
was not involved in the original planning for that.

I think the final approval was in '06, about the

A. WILLIAM ROBERTS, JR., & ASSOCIATES (800) 743-DEPO
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time | joined the board.

But | think that it's a conplicated --
| don't think there's anyone that predicted what
was goi ng to happen in 2008 and the inpact that it
was going to have on all of us, individually and
statew de, in terns of what happened to the
busi ness conmunity. W saw a collapse in the
residential devel opnent, coll apse in the housing
mar kets. Sant ee Cooper was addi ng significantly --
a significant nunber of new houses every year.

That went al nbst to zero, and some years was | ess

t han 100 new custoners added. And | think that the
pl anning, the projections, | think it always says
to me that we need to be careful, we need to weigh
t horoughly the projections that we receive fromthe
consul tants and cone to a concl usi on whet her we
think they're appropriate or not.

If you go back and | ook at those --
before '08, if you -- there's very few people --
there's no one that cane to us, of the people we
hired to | ook at what's going on in the econony,
that cane to us and said, we see a coll apse coni ng
due to the nortgage situation. Well, it happened,
we have to deal wth it.

So to ne, | think we have to be extra
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careful in terns of nmaking commtnents for new
capacity. And | think at the sanme tine, when

t hi ngs change, you need to pull the plug like we
did. Hopefully we would have pulled it a little
sooner .

M5. ANDERSON: The new units at the
V.C. Sunmmer, you were on the board for sone of
t hat .

MR FINN: Yes. Yes.

M5. ANDERSON: Were -- the pl anning
process that went along with that, did that differ
any from what you previously described using the
out si de consul tants?

MR FINN:. It was very simlar. W
used the input and there was certainly -- at the
time, it |looked |ike there would be sufficient
demand to utilize the capacity of those units;

t oday, you know, as we publicly said, we would |ike
to sell our share down to 20 or 25 percent. Wth
gas prices down, that's nmade that process
difficult; as gas prices have inched up, hopefully
they' || beconme nore attractive.

W think that -- and | personally am a
bel i ever that these | arge nuclear plants, $10

billion i nvestnent, should be shared wth ot her
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utilities. And hopefully we would | essen the risk
for everybody in going forward. |[|If we needed
addi ti onal capacity, hopefully we coul d have small
bits of capacity or small pieces of capacity in

ot her new units, new nuclear units, or gas units.

M5. ANDERSON: Wth the conbination of
t he pl anning of the Pee Dee plant and now t he
excess capacity wth the Summer units, does that
indicate to you that any -- the strategic planning
strategi es need to be changed or altered in any
way ?

MR FINN: | think we need to conti nue
to take a hard | ook at them | nean, part of the
problemis the planning for the utility assets
happens ei ght or ten years before, and the ability
for any of us to predict what's going to happen in
ten years -- the licensing cycle is a five- or six-
Oor seven-year process just to get a license before
you even start construction. And that, for gas or
in nuclear 1n particular, that's another five years
on top of that. So you have to nmake -- these
deci sions are being nade ten years ahead, and
that's a real challenge. But | think we need to
continue to ook carefully, to study these

carefully, and to be err on the cautious side.
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MS. ANDERSON: Ckay. And even with the
excess capacity that y'all have and di scussi ons of
trying to sell sone of your interest, are the
Sunmer units intended to address needed
energy-generation for the foreseeable future or are
there plans on the horizon for new sources of
power ?

MR FINN:. | don't think there's any
pl ans right now for new sources.

M5. ANDERSON: Do you favor a
consortium approach to generation where utilities
join together to share the cost of big projects?

MR FINN:. Particularly, | think, in
nuclear, | do. | think we -- hopefully we'll have
sone partners in that and that will provide an
opportunity for us to partner with other utilities
in the future.

MS. ANDERSON: Do you think the joint
venture that y'all have got with SCANA, wth
Summer, has been successful ?

MR, FINN: Yes.

MS. ANDERSON: Does Sant ee Cooper have
a plan to diversify its electric generation as it
needs to start shifting fromits aging coal plants?

MR.  FI NN: Wll, we've been -- what we

A. WILLIAM ROBERTS, JR., & ASSOCIATES (800) 743-DEPO
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don't want to do right now is add any nore capacity
or cost. And | think we have, this year,
diversified fromcoal to gas; | nean, we' ve spread
our mx. | think it's probably unlikely that we
can do any nore hydro projects. W do have sone
renewabl e projects on the horizon that we conti nue
to work on. They are expensive, so we're doing it
on a very calculated way going forward so that we
don't incur costs that are going to significantly
rai se the price of our electricity.

MS. ANDERSON: And speaki ng about
renewabl es, do you support further investnent in a
rel i ance upon renewabl es?

MR. FINN:. W have continued to invest
in a nmeasured way in the renewabl e resources.

M5. ANDERSON: And in light of the
changes in technol ogy and financi ng mechani snms t hat
woul d al |l ow nore custonmers such as honeowners to
I nvest in things such as solar energy, how shoul d
Sant ee Cooper be preparing for changes in order to
I ncor porate sources of renewabl es?

MR FINN: Well, we've been encouraging
and have done sone pil ot projects on encouragi ng
homeowners to put solar panels on their house. |

think we need -- going forward, we need to nake

A. WILLIAM ROBERTS, JR., & ASSOCIATES (800) 743-DEPO
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sure that we encourage people that want to put
sol ar panels on their house for their own
generation. W need to figure out howit fits in
the grid. | nean, one of the big questions is,
there is a distribution systemin place that Santee
Cooper and all of our customers have invested in,
how does that get paid for? And that -- there are
ot her nodels out there that other utilities
nationally are using where you' re separating the
generation fromthe distribution and people are
putting in their own generation capacity at hone
and then utilizing the distribution systens, the
utilities that are already in place.

MS. ANDERSON: And how does the Board
bal ance the various issues of excess capacity,
energy-efficiency prograns, and the rates of the

custoners?

MR FINN:. Well, it's in everybody's
Interest to use energy nore efficiently. | nean,
it's -- froman environnental standpoint, we don't

want anybody to waste energy. And we've had |ots
of prograns going on fromrefrigerators to |ight

bul bs encour agi ng people to conserve energy. W

wll see -- you know, we have taken out sone

capacity, idle -- announced this past year that two
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of the older coal plants, G ainger and Jeffries,
w il be taken out of service pernanently.

I think going forward as our generation
m X, we just need to put everything out on the
table; we need to take out of capacity those plants
that are not sufficient anynore, either from a cost
st andpoi nt or an environnental standpoint.

MS. ANDERSON: What demand- si de
managenent progranms does Santee Cooper offer?

MR FINN: Well, you know, denmand-si de
managenment i s growi ng nationally. One of the
chal | enges that we have is how far utilities are
going. And I knowif | ask ny wife does she want
the investor-owned utility controlling our
t hernostat, she woul d probably say, no, | want to
control our thernostat, | don't want sonebody el se
control ling our thernostat.

I think for us at Santee Cooper it's a
bit of a problem we have not noved that far as
sonme of the other utilities have. But we need to
create -- continue to create incentives that the
utilities and working with the utilities and co-ops
to -- for our custoners to continue to reduce their
demand. We -- while we do that, we also need to

make sure that Santee Cooper is |owering our cost.
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If we don't have the necessary energy to sell or we
don't have custoners for it, we need to make sure
that we're not passing on additional cost to our
custoners; that we're passing on savings to our
custoners, not cost.

MS. ANDERSON: Ckay. So --

SENATOR RANKIN:  Heather, let ne -- are
you sticking on that point?

M5. ANDERSON: Go ahead.

SENATOR RANKIN:  Well, | want to know
what you see your brothers and sisters naybe on the
| UO side are doing that you would |i ke Santee
Cooper to do. |If they're ahead of you --

MR FINN:. | think not locally they're
ahead of us. Nationally, if you | ook at --

SENATOR RANKI N: If --

MR FINN: Nationally, you see the smart
neters where people are signing up. The federal
governnment actually funded sone of those snart
neters with incentives, and they're creating
systens now and installing systens that are
shifting the peaks.

They're -- for instance, if you want to
wash your di shes, your di shwasher conmes on

automatically at night, not during the day.
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They're shifting things that can be shifted from
peak demand to areas in the day where there's
base-capacity utility industry trying to flatten
the load. You know, if you | ook at what happens to
demand for electricity, it goes up; every day it
goes up until about four o'clock, five o'clock, six
o' clock, and then it starts tapering off in the
evening. And it's -- to neet that demand, the
power conpany has to -- the generation facilities
have to ranp up every day to supply that. The nobst
expensi ve energy we generate are the peaks because
that will sit idle the rest of the day.

So if we can nove those peaks -- nove
t hose peaks down t hrough better managenment, then
that's going to make financial sense to everybody.
Does that answer --

SENATOR RANKIN: |Is Duke doing a better
job or is --

MR FINN:. | don't see -- | don't
see -- we're not statewide. | don't see where
there's been a large novenent to that in that area.

M5. ANDERSON: Do you see ways that the
energy efficient prograns that y'all currently
offer, ways that they can be expanded?

MR.  FI NN: | think we conti nue to | ook
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at expanding them yeah, and we wll continue. |
think the Board is interested in Santee Cooper
continuing to do that, either through the |ighting,
whi ch we' ve done -- we've worked with a program
that will replace old refrigerators, you know. And
one of the interesting things of Santee Cooper is,
if you actually | ook at nany of the peopl e that
have rental units, a |ot of the service area
particularly for the econony is rental units. And
there's no incentive for people who rent a unit and
turn the air conditioni ng down.

SENATOR RANKIN: [It's the other way
around.

MR FINN:. It's the other way around,
unfortunately. And | think that we've been pushing
themto | ook at systens that we could go into -- go
in with devel opers and say, listen, you know, let's
reset these things periodically so they have to
push it up twce a day. But it's just waste, and
we've got to take the waste out of the system And
that's a great exanple of an area in opportunity
that we need to figure out how to better nmanage.

M5. ANDERSON: And you had al so
nmenti oned not passing cost on to the custoners.

How woul d you pay for these prograns?
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MR FINN:. Well, that's a good
question. You know, there's been -- many of those
prograns are being paid for nationally through the
various incentives fromthe federal governnent, and
| don't know how nuch | onger that's going to | ast,
you know. But if we're going to have to pay for
them we're going to have to figure out how to pay
for them But | think we've got to do that in a
way that long-termthere will be a saving for them
it may be a short-termcost, but long-termit's
going to be nore efficient for everybody in the
system

MS. ANDERSON: Do you agree that Santee
Cooper's bond rating was recently reduced in part

due to excess capacity and rate increases?

MR. FINN: | think one never knows
exactly why it's reduced. | think it was not
reduced due to rate increases; | think it probably
woul d have been reduced earlier if we hadn't -- if

we had cone out and said we need to raise our rates
but we don't want to do it. W didn't want to do
it, but we -- we are not going to do it.

I think the biggest part of it is the
debt. We're incurring debt to build the nucl ear

facility. And the higher the debt, the higher the
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risk that our rating agencies are going to receive.

MS. ANDERSON: Are there any steps that
t he Board has or should take to address these
concerns?

MR FINN:. | think we are -- the Board
has been very careful and very explicit with
managenent about nanagi ng the coverage ratio, and
that is how we cover our debt. Today our coverage
ratio this past year was 140 sonewhere -- 138 or
140. We have just set a goal for managenent to get
t hat back up over 150.

Coverage ratio is the anount of the
I nt erest expense, essentially, to the incone. So
how nuch i ncome do we have? How nmuch of our
i Nt erest expense -- what percentage of our interest
expense or incone are we paying on interest? And
it's critical that we nanage that as we go through
conpl eti on of the nuclear units. And that's one of
the issues with selling off a portion of the
nucl ear as well.

MS. ANDERSON: How does Sant ee Cooper
set its rates?

MR FINN. Well, rate-setting is a very
conplicated process that, due to all of the various

classifications -- and there's a book of
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classifications -- rates are established to recover
the cost. 1In general I'll say that we could

pr obably spend and woul d have to get the experts to
tal k about the details of rate-setting, the -- how,
specifically, the nunbers are established. But
what we try to do is maintain a rate structure
that's fair to all of our consunmers, that is
attractive to the industrial consuners, and does
not pass cost fromone class of customers to

anot her class of custoners; that tries to treat
each group of custoners in a fair and equitable
way.

MS. ANDERSON: And do you think that
Sant ee Cooper should strive to deliver electricity
at rates less than the 1QUs operating in South
Car ol i na?

MR FINN:. | think we should strive to
produce electricity as low as we can physically. |
nmean, we're bound by certain assets that we have in
pl ace; we have to utilize those assets. And our
goal has al ways been to provide electricity at the
| owest possi bl e cost.

M5. ANDERSON: What are the top three
chal | enges faci ng Sant ee Cooper today?

MR. FINN: | think, obviously, one is
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t he whol e i ssue of generation m x; what happens to
cost of coal, the cost of natural gas goi ng
forward? And that's going to dictate what the --
how t he generation m x | ooks going forward. And we
have assets in place we have to utilize. W don't
want to idle those assets unnecessarily, but yet we
need to make sure we're taking advant age of
significantly lower rates and fuel costs |ike we
did this past year with the purchase fuel at 15
percent -- as we nentioned earlier it was

purchased -- at | ower cost than we could have
produced it with coal on sone of our units.

So that, to ne, as a long-term
strategic issue is how to manage our generation m X
goi ng forward; what the m x of gas should be, what
the m x of coal should be, and with the nucl ear
capacity conming out as well. So that is one. |
also think that -- we've got to make sure we finish
t he nucl ear project on budget and on schedul e.

That is really critical.

There's only been two nucl ear plants
built in this country in the |ast 30 years, and
we've committed to one of them So we need to nake
sure and manage that in the best way practical wth

our partner SCE&G to nake sure that that's
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conpl eted and nanaged and fi ni shed on budget, on
time.

M5. ANDERSON: Conway City Council
recently passed a resol ution opposing the proposed
coal -ash pond at the G ainger site. |I|Is Santee
Cooper doing anything to address their concerns?

MR FINN:. | think we're -- you know,
we're -- looked at a variety of alternatives and
made a proposal that is already being fl oated.

W -- there's been a series of neetings going on,
we're listening to people to try to get input as to
what the best alternative is. The -- in the end, |
t hi nk Sant ee Cooper -- we have a history and the
Board has been very supportive of doing the right

t hi ng, whatever that is. VWhatever it is, it's
goi ng to be expensive.

If you | ook at us spending 100 mlli on,
If that's what we have to do, then | think that's
sonet hing the Board w il support. But we obviously
don't want to do sonmething that the community
doesn't want us to do, yet we don't want to spend
nmoney that's not necessary. So we're going to find
a solution to that. Today we're |istening
carefully to the feedback fromthe comunity, to

t he feedback fromthe ot her stakeholders in the
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state.

MS. ANDERSON: And what do you think is
Sant ee Cooper's role in econom c devel opnent ?

MR. FINN: | have spent -- personally
have spent a great deal of tinme on econonic
devel opnent. In fact, | was Chair of the
Char| est on Econom c Devel opment G oup when the base
closed. And so, to ne, it is extrenely inportant.

Sant ee Cooper is at a unique ability to
really help ensure that the Departnent of Conmerce
bri ngs great conpanies to South Carolina. W have
resources, we have | ending capacity that we use, we
are -- also have been hel ping rural communities
build spec buildings to attract industry to sone of
t hose communities. So | -- to nme, it's an
i mportant -- one of the key roles of Santee Cooper
Is to be active statewi de in econom c devel opnent
and do what we can to help --

MS. ANDERSON: And with --

MR. FINN: -- and use our resources.

M5. ANDERSON: And with that, there
recently were sonme | oans that were given for shel
buildings |like in Laurens and in Bl ythewood. What
are sone of the factors that are considered in how

you get the |l oans and what kind of returns are
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expect ed?

MR FINN.  Well, we -- we want to, A,
make sure that the buildings -- that the buildings
aren't white el ephants, that they're built in the
ri ght place, and that they really are needed in
those comunities, and that we're not conpeting
Wth private investors at the sane tine. So we are
very nmuch involved in -- the second part of that
question was, first of all...

M5. ANDERSON: What are the factors in
considering the | oans and what types of returns are
expect ed?

MR FINN. The returns -- | don't
recall exactly what the rate was on the | ast one.
But | think the returns, based generally, are
revenue neutral to our custoners. So we're not
passi ng back any kind of cost advantage to these
devel opers and not passing it -- passing it back to
our rate base.

MS. ANDERSON: And do you have a
particul ar vision of future commercialization for
Sant ee Cooper's properties in its role as | ake
manager and some of the other
under devel oped/ undevel oped properties that it

hol ds?
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MR FINN:. No. | think -- | don't have
a personal vision of that, nor am| sure that the
conpany does. | nean, the | akes are really
i nportant and they're a great recreational
activity, and we've been trying to do what we can
to pronote the use of the | akes, the recreation of
the | akes, to keep the quality of the water
adequate in the |lakes and trying to keep it at a
reasonabl e | evel too. W've had sonme big
fluctuations since |I've been on the board, but
they're natural effects and not anythi ng that
Sant ee Cooper did to lower the | ake |evels.

SO -- but we are commtted to keepi ng
the | akes as a core prine recreational facility for
the state of South Carolina.

M5. ANDERSON: Ckay. Are you currently
a custoner of Santee Cooper?

MR FI NN: No.

MS. ANDERSON: Do you have any direct
or indirect business relationships wth Santee
Cooper or any of its whol esal e power custoners?

MR FI NN: No.

M5. ANDERSON: How nuch time do you
spend preparing for or participating in Board

activities?
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MR FINN: It's probably three days a
nont h. Board neetings, essentially, are -- they
t ake about al nbst two days. And there's at | east
anot her day in preparation. And in addition to
that, I"'mnormally -- because |I'mthe Chair of
various commttees, |I'll be at Santee Cooper at
ot her various neetings additionally once or twice a
nont h.

M5. ANDERSON: What duty of loyalty or
duty of care do you owe to Santee Cooper?

MR FINN:. | think as a board nenber,
the duty of loyalty to ensure that the decisions we
make are the right decision for all of our
st akehol ders, our custoners, the State of South
Carol i na, our bondholders, and -- so |I think that
we need to be aware of that in every decision we
make as duty or care.

We are very thorough in terns of
studying the issues and trying to understand the
I ssues, trying to use a |lot of resources. You
know, when you have a board of people from across
the state that are not utility -- have not spent
their careers in the utility industry -- we're not
experts on the board. W learn a |lot, but we do

use a |l ot of outside people to help advise us to
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ensure that we're making the right decisions for
all of our stakehol ders.

M5. ANDERSON: What role should a
director's ideological or political beliefs play in
maki ng a deci si on?

MR FI NN: None.

MS. ANDERSON: Do you have a bri ef
statenment concerning your desire to continue to
serve on the Board that you'd like to nake to the
Subcomm tt ee?

MR FINN: Well, | have been on the
board for seven years. And | have -- | believe
that |'ve been a good director and contri buted
significantly to the board. | have extensive
background and cor porate governance, and | think
that's an area that has been very strong. | have
been very strong with the board in terns of our own
board governance, our own board transparency, and |
guess | believe that |I've been a very productive
board nenber of Santee Cooper and would like to
conti nue.

MS. ANDERSON: Thank you.

| have no further questions, M. Chair.

SENATOR RANKIN:  Okay. Any questions?

MS. ZEI GLER Mbst of ny questions have
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been covered. Thank you, Heather, for your good
list there.

But |'m wondering: In the seven years
t hat you' ve served on the board, what would you say
t he maj or inprovenents have been that you have seen
t he Board make, and then what would you hope to see
over the next seven years?

MR FINN: | think that the Board has
taken a nore active role in questioning. You know,
we get a lot of information fromthe nanagenent,
and many boards accept it. | think we've got a
board that just doesn't accept it; that we question
it, we study it, that we push back. And I think
that what |1've seen is a much nore engagi ng board
w th the managenent to ensure we're seeing al
sides of the issues. When we get presented with
what the Board's recommendation is, when we -- this
board pushes back to understand what all the sides
are.

So | think, in terns of the engagenent
at the board level, that's really been nmuch hi gher.
W have a very strong group of directors today that
are -- | would say, put themin the highly engaged
group with Santee Cooper. So | would say over ny

seven years, that's inproved significantly. Does
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t hat answer your question?

MS. ZEIGLER And then the second part,
what woul d you li ke to see happen over the next
seven years; what major inprovenents?

MR FINN: [|'d like to continue to see
the Board maintain a highly-engaged -- work in a
hi ghl y-engaged environment. You know, one of the
chal | enges we're going to have is with turnover.
W' ve got half of the Board now that has to be
reappoi nted or new board nenbers, about half of the
board. And | think that is a challenge for a
board. It takes a year or two to understand the
busi ness of Santee Cooper, or |onger.

I mean, it's a conplicated business
fromthe electricity side, which is conplicated
enough, and then we've got the water and the | akes,
and then you've got all of the term nology. |
nmean, when people get in there and they start
tal ki ng about SERC, FERC, NERC, NOA -- NOA | knew.
But the terminology is just, you know, oh, stop,
stop, stop, okay, let ne get ny book out here; are
we dealing with FERC or NERC now?

So it is -- that's going to be a
challenge for us, | think. And | think that ny

personal role, having been there seven years, wll
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be able to help the Board and assist in this
transition we're going to go through over the next
period of time.

M5. ZEIGLER |Is there good training
for you nenbers that is offered?

MR. FINN: Santee Cooper does a good
job in terns of all the new nmenbers spend two or
three days. But it's just a conplicated industry.
You get overloaded. You can't learn the utility
I ndustry about transm ssion and distribution and

all of the various |oad factors and peak demand and

the different types of generation. It's just -- it
just takes tine, | think. And | think it is a --
the -- | was one of the first directors, | think,

that was on a seven-year term and | think that is
appropriate for Santee Cooper just due to the
conpl exity of the business.

MS. ZEI GLER  Thank you.

SENATOR RANKIN:  |I'm in a mnute,
going to pop up. But I'm-- does Santee Coo- -- or
t he decision to scuttle the Pee Dee plant, was that
bef ore your tine?

MR FINN: No. | was there when we
scuttle- -- I was not there in the planning stages

f or Pee Dee.
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SENATOR RANKI N: Ckay. And | don't
want to keep harkeni ng back, but that seens to be a
dark day --

MR. FINN:  Yeah.

SENATOR RANKIN:  -- of Santee Cooper

Board' s deci si on process, executive side maybe.

And, again, | don't want -- |'mnot pointing
fingers, but I'm-- but you have invoked the term
of outside experts; counsel, | assune, folks in the

know t hat can access industry trends and advances
and all this. [I'mkind of curious to know how nuch
reliance is made on these experts, and is there
ever an exanple that you can point to where the
Board has not followed their recomendati ons? And
hol d on one second. Before you answer that, take
sone tine to think about it.

MR FINN: Ckay.

SENATOR RANKIN: Al right. M. Finn?

MR. FINN:  You know, | think the Board
pushes back on all of that, and | think there's a
di al ogue that goes on to try to make sure that we
don't get information that's just presented to us
for us to accept as it is. | think there's a good
nunber of board nenbers who want to see the data;

they got to understand where you're comng from on
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this and you've got to convince ne that this is the
right thing. And we've -- pieces of it in the
past, we've said we don't -- we don't understand
that. And we've pushed back at the consultants to
go back and rethi nk sone of these things.

You know, Pee Dee is a -- you know,
unfortunately, | put Pee Dee and the whol e i ssue of
what happened in '08 -- we saw this whole thing
col | apse, the denand side col | apse, and we saw
i ndustrial, residential growh slow down, cone to a
standstill al nbst; we saw our industrial demand in
this state decline significantly. You go back and
you | ook at that period. Wat happened to sone of
our mmjor industry?

We' ve been in an enornous transition --
industrial transition in the state froma state
that was textile-based. | nentioned earlier | was
the |l ast chairman of South Carolina Textile
Manuf acturers Alliance before we -- and | was chair
the year we changed it to the South Carolina
Manuf acturing Alliance. That says an awful | ot
about the transition that went on in this state.

So it's been an incredible transition -- industrial
transition in the state today with the textile

I ndustry as a small part of our state, and we've
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got all of these other businesses that have cone.
And | think that that's how a -- how
you predict that on a long-termbasis for utility.
This is a ten-year prediction. W have to plan
facilities for ten years. And, clearly, there were
bi g m stakes made, but | think Pee Dee was part of
t hat whol e process and it just wasn't needed by the
time it got to the point where -- and | think the
Board nmade a tough decision just not to go forward
and build it, but to say, you know, maybe we're
w ong here and maybe we don't need it, naybe we
shoul d stop. And whatever -- that's what we did.
SENATOR RANKIN:  And, again, |'m not
mal i gni ng the decision; |'musing that as a cont ext
for, what did we learn. | try a case and | either
do well and | don't learn a thing or | get ny butt
cut and try to figure out what | did wong. And
so, defeat or the bad tines are the best tines for
growh. | want to know now, perhaps, corporately,
what has the Board | earned fromthat? And |'1]I
call it a defeat. But again, that the econony --
MR. FINN: Yeah.
SENATOR RANKIN:  -- that was
unf oreseen, that not just Santee Cooper --

MR. FINN: Right.
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SENATOR RANKIN:  -- but a whole | ot of
us, a whole |ot of banks, et cetera, did things in
a frothy way that, perhaps, couldn't have been
foreseen. So, again, no dispersion on you or the

executi ves there.

MR FINN:. | think we're going to be
very careful. | think one of the things we've
| earned -- you know, we've been working diligently

W th our partners, co-ops, on a new contract. And
I think one of the things we've |learned and is part
of this new contract is, it's going to be much nore
cooperative effort going forward not addi ng any new
capacity. They represent -- the co-ops represent
about 60 percent of the demand at Sant ee Cooper,

and there's a process that's being set up going

forward that this will be a -- any new additions to
the systens with base capacity to capacity wll be
a-- w're going to sit down and work it out

together with them is this the right thing to do,
and get naybe nore m nds together and push back on
the consultants in terns of what they're telling us
our demand should be in the future.

It's a hard thing for a board though.
It's a responsibility of the board, but it's a very

difficult thing for a board because these things
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are so conplex trying to predict much energy you're
going to use at your house. That's what we have to
do; we have to add up all the houses and fi gure,
well, is that going to increase next year or is it
goi ng to decrease next year; are we going to

have -- how many new houses are we going to have in
the state and how many new i ndustries are we goi ng
to have in the state? Sonmebody has to make all

t hose projections.

The downsi de was such that if you
overbilled or you underbilled and run out of
electricity, it's very expensive, unless you have
| ong-termcontracts. But | think -- we have a
hi story, if you |look at Santee -- it was going up
and goi ng up and going up and going up --

SENATOR RANKIN:  The denmand?

MR FINN. Yeah -- and it stopped. And
maybe everybody got caught up in that thing that
this econony is going up and up and up, and it
st opped.

SENATOR RANKI N:  The deci sion and the,
| guess, process now of where you and Sant ee Cooper
decide to lighten the load -- pardon the pun
there -- the debt | oad on the new plant, what's the

process of that that you can actually coment on
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and is -- the Georgia plant, does that give us a
nodel of -- or is that a totally investor-owned

utility-generation plant there?

MR.  FI NN: | don't think there's a
nodel for that. But we -- it -- for us going
forward, we -- we -- | don't think it's a nodel.

But, you know, | think the best thing, | think,
going forward is to | ook at new nodels that are
much nore coll aborative with other utilities.
Particularly the risk side, the demand side, if you
| ook at a nucl ear reactor costing 5 billion and
1, 100 nmegawatts -- when it starts up, you' ve got
1, 100 negawatts, what are you going to do with it?
So having other utilities, | nean, it's
not like we can -- you can utilize this all at
once, because it's such a large addition to the
system So having col |l aborative agreenents with
other utilities where, you know, you own -- they
own a percentage of yours and you have a right to
buy into theirs if you need additional capacity,

you coul d nake that decision at the tinme; do you

want a piece of theirs or not? To ne, | think it's
much better -- better way to | ook at the future of
generation. It wll provide better utilization of

generati on assets as wel|.
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SENATOR RANKIN: Fromthe specific to
the broad now, Carolina Business Report, a North
Carol i na educational television program you've --
you had your guys there, Central had theirs, there
was a Duke person, and | just happened upon it that
one of the thenmes that cane out of that
interview -- it mght have been a 20-m nute deal --
the sense of ninbleness and the ability to react
and to turn and to follow or | ead where the trends
are going. You' ve already testified how |l ong these
processes are, how cunbersone.

How do you react w thout having to

scuttle and | ook back and wi sh, wow, I wi sh we had
a better consultant, I wsh we had a better crystal
bal | ?

MR. FINN: Yeah.

SENATOR RANKIN: Ho do y'all do that?
Is there a process within the board that you try to
anticipate that; changes or trends or --

MR FINN:. | think there's a -- you
know, the strategic plan is updated on a regular
basis. And we've tal ked about having it updated
nore regularly so that we can see these trends
sooner, but | think that there is processes in

pl ace. You know, we're constantly | ooking at our
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own sort of direct sort of custoners as well as the
demands fromthe co-ops, what they're expecting
their demand to be, and we just need to continue to
fine-tune that going forward. And I think it's --
being ninble and flexible for a utility is
really -- is difficult, just due to the | ength of
tinme to put generation capacity online.

On the ot her side though, you know,

we' ve been very successful when we've had

additional electricity that we can sell it. You
know, it's been -- we're very efficient producers,
and we've found custoners -- historically,

custonmers to sell electricity if need be. So
that's one piece of it.

But the uncertainty today is gas; what
the price of gas is going to be and is that going
to continue to inch back up and where is it going
to end up and how -- Sant ee Cooper dispatches --
you know, there's a very sophisticated di spatch
system that what generation plants run is based on
cost. Every day there's a conputer system | ooking
at the cost of running every piece, every asset,

t hat Sant ee Cooper has. They then prioritize which
ones are going to run based on the | owest cost; be

it the gas plant or be it the coal or be it nucl ear
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or any of the other assets that are producing
electricity. They're dispatched every singl e day,
every single hour sonetines, based on cost.

But | think to permanently idle them
to change that mx, is really a strategic questi on;
that's a | onger-term question that takes nore
anal ysi s than thought.

SENATOR RANKI N Renewabl es. There's a
push by sonme for tapping into and taki ng advant age
of renewabl es; solar, w nd, we've tal ked about, et
cetera. In terns of the thene of ninbleness and
receptivity to Santee Cooper, the Board, in
partnering wth or enbracing or --

MR FINN:. Well, we've been very open
to partnering. W' ve partnered with | ots of
different -- we've been very active across the
state in nethane. These are snmall units, but
net hane is a big problem an air problem and
we've -- so we've -- the majority of the landfills
In the state have small power plants on capturing
t he nmet hane gas, producing the electricity that's
going into the system

W' ve been -- as you may know, in
Myrtl e Beach we' ve been active in a wind project --

an of fshore wind project trying to determ ne how
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viable wind is for us. And we've got a sol ar
project that we worked on in the Santee Cooper,

we' ve been encouragi ng the expansi on of sol ar by
our custoner base. So | think we're very open to
renewabl es. The problemon a |arge scale for us is
the cost. Today, if we were to make a | arge

I nvestnent in renewables, it's going to be -- cost
significantly nore for our consuners, and that cost
is going to get passed on.

SENATOR RANKIN: G ve ne the benefit
for the school from Conway, two m nutes, the
decision to close the Grainger steam pl ant,
coal -fire steamplant. G ve themthe thought
process of why it was closed, and what are the
proposals to do with the fill or the spoil age that
has remai ned?

MR, FINN. Yeah. The G ainger Plant
was built in the '60s, 1962, early '60s, and it was
a coal-fire plant. It was not a very |arge pl ant
In conparison to the plants that were built in the
| ast ten years, so it was a smaller plant. As the
st andards changed, the environnmental standards,
relating the CO-2 and SO-2 -- or NOX and SO 2, that
plant -- it would have required an investnent in

t hat plant of sone $50 million to keep it active,
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whi ch makes the cost of running that plant very
uneconom cal in the future. 1t would have neant
much hi gher electricity rates for the energy com ng
fromthat plant, so the decision was nade to cl ose
that plant and to eventually take the plant down.

Now, part of the problem of closing the
plant is that there was an ash pond there where the
ash, after the coal burned, was put, and that's
along the river. And what Santee Cooper has
proposed, there's three alternatives; one is to
renove all of the ash, which is a big project,
70, 000 truckl oads of ash, not a good road going --
you have to go right through town, unfortunately,
and that's not a good solution today. The railroad
doesn't seemto be a solution today. O what was
al so proposed was that it be conpletely -- a
concrete barrier be put around the ash and it be
conpl etely covered and capsul ated so that it would
stay -- it wuld sit there and not be -- not be a
hazard to anyone.

So those alternatives are now being
di scussed, and Santee Cooper is seeking feedback
fromvarious communities, and various other groups
across the state are providing us with a | ot of

feedback in terns of what they think should be the
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opti mum solution. And the cost, what originally
was proposed was 40 mllion; the cost of renoving
it, people say, is 100 to 120 mllion. You know,
that's a lot of nobney it we don't have to spend it,
and that's $60 or $70 a custoner. |If you figure we
have a little bit over two mllion people that we
supply in the state, it's $50 a person, actually.

If that's what we have to do, then that's what we
have to do.

But, | nmean, we're currently eval uating
all of those, getting feedback fromall of our
partners to figure out what the appropriate thing
to do is.

SENATOR RANKI N: Ckay.

M5. ZEIGLER If you renoved it, where
woul d you take it to?

MR, FINN. That's a good question. You
know, we're in the process of trying to expand the
landfill at Cross. W'd probably try to take it to
Cross. | nean, the other alternative that we're
really working hard on is to try to find a use for
it. You know, that is actually usable in sone
applications, particularly concrete. Possibility
of, would we be able to get sonebody to cone and

bui Il d another plant on that site that processes
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that so it could be reused? So there's sone other
alternatives. W're -- that -- if we could ever
figure that out, that would be a great alternative
if we could find reuse, because Santee Cooper has
done a very good job finding useful applications
for our waste. W have Wnyah, a big gypsum board
pl ant, and nuch of the material that's used in
cleaning the air goes -- when it's finished the
process, goes to the gypsum plant and is used in

gypsum board. So it's a great use for a materi al

that used to be |l andfill -bound. The ashes used --
t he ashes can be used in -- to mx wth concrete
and to mx wth asphalt. But it has to go through

a carboni zati on process, and today there isn't one
that's nearby. So there's a variety of people
| ooki ng at those alternatives as wel|.

SENATOR RANKIN:  And, folks, the Gty
of Conway has recently passed a resol ution asking
that the board not go with the -- I'Il call it the
medi um cost and si ze plan, but the extrene plan of
renoving all of the ash, getting all of the fill,
and taking it away, which would cost 100-pl us
mllion versus the $40 nmillion price tag that has
been suggested. So you wll see how this process

of governnent works where you' ve got one group that
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says do one thing, another group that's charged
wth the act of doing the thing, how they work this
out. So --

MR FINN: And | think that -- you
know, to nme, | think that there is a responsibility
to make sure that we're, A, doing the right thing
for the community of the state. And we've
always -- | think Santee Cooper has a really good
record of doing the right thing for their
communities they serve and for the state.

And it's -- you know, for a board
menber, it would be very easy for us to say, well,
let's, you know, spend 120 mllion. |Is that the
right thing to do? | nmean, | think we've all -- we

want to nmake sure that's the appropriate thing to

do before we sign up for 120 mllion when
consultants say, well, 40 mllion would be fine.
Sol -- that's -- and, unfortunately, it's just all
passed back to the -- it's not that it comes out of

our profits or that it inpacts the conpensation of
a board nenber or anybody el se; nobody has any
self-interest in this, we're just trying to do the
right thing for the state and all of our

st akehol ders.

SENATOR RANKI N:  Any ot her questions?
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All right. Thank you very nuch.

MR. FINN:. Thank you.

SENATOR RANKI N: Wl cone Lei ghton Lord.
Lei ghton Lord is fromColunbia. He is currently on
t he Board.

(M. W Leighton Lord, Il was duly
sworn, after which testinony commenced at 11:28
a.m)

MR. FI FFI CK: M. Chairnman, Menbers of
t he Subcomm ttee, Leighton Lord is a candi date
seeki ng appointnent to the at-Large position of
Chai rman of the Sant ee Cooper Board of Directors
for the termcomencing May 19th, 2011, and
expiring May 19th, 2018.

Pl ease state your name and current
address for the record.

MR LORD: Sure. WIIliam Lei ghton
Lord, 11l; | reside at 3628 Devereaux Road in
Col unbi a, South Caroli na.

MR. FIFFICK: And the Subconm ttee has
your conpl eted confirmation package. Do you w sh
to make any changes or additions to your Personal
Dat a Questi onnaire or your Statenent of Economn c
I nterest?

MR LORD: The only addition that I
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will add is that I'"'mactive with a group called the

Urban Land Institute, which is a progrowh pl anni ng

group. | don't have an official position with them
right now, I was the forner M dl ands Chairnman, but
| am hel ping themrai se noney for the -- a

vi sioning process that's going to take place in
Cct ober.

MR. FI FFI CK:  Thank you, sir.

M. Chairman, can we have a notion to
put the appoi ntee's Personal Data Questionnaire and
St atenent of Economc Interest into the record?

SENATOR RANKIN:  So noved. And all in
favor of that --

(EXH 3, Personal Data Questionnaire
and Statenent of Economic Interest for M. Lord,
were marked for identification.)

MR FIFFICKE M. Lord, we al so sent
you a set of questions, and we received your
responses. |If we asked you these questions today,
woul d your answers still be the sane?

MR LORD: They woul d.

MR FIFFICK: M. Chairman, can we have
a notion to put the appointee's responses into the
record?

SENATOR RANKI N:  So noved.
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(EXH 4, Responses to Prelimnary
Questions for M. Lord, was marked for
i dentification.)

MR FIFFICKE M. Lord, what is Santee
Cooper's m ssi on?

MR LORD: The mssion is to inprove
the lives of South Carolinians.

MR, FIFFI CK: And coul d you descri be
how t he Sant ee Cooper Board engages long-term
strategic planning at the board | evel ?

MR LORD: Sure. GCenerally, upper
managenent, senior nmanagenent, has strategic
pl anning retreats throughout the year. They cone
up with different aspects of the strategic
pl anni ng, |i ke generation, fuel purchases,
corporate. They expose the Board to those over the
period of a year. They then develop a plan on
their own, which we generally -- the Board,
generally, is exposed to on Sunday- afternoon
speci al sessions so they don't take tine of the
regul ar board neetings, which are typically on
Mondays, and we generally go through what
managenment has done, we comment on it, we add to
iIt, we subtract to it, we try to push enphasis in

different directions. GCenerally it's a two-session
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process, but the strategic plan is pretty nmuch a
| i ving docunent that we discuss and tal k about
t hroughout the year.

Wien we feel |ike there are aspects of
It that need special attention, we'll generally
call a special neeting on a Sunday afternoon so we
can focus for three or four hours just on strategic
pl anni ng and then have a regul ar board neeti ng.

MR. FIFFICK: And how are the
executives of Santee Cooper eval uated? How do
y'all do that?

MR LORD: Well, we -- the Board is
responsi ble for evaluating the Chief Executive
Oficer, and we take that very seriously. W
generally do it through the Human Resources
Commttee, which M. Finn, who just left, is the
Chairman of, and we do it through neetings with the
CEO W also hire an i ndependent outside
consul ting group, Towers Watson, that hel ps us wth
eval uating the CEQ, conpensating the CEOQ There is
a survey that's done of all of the board nenbers;
we | ook at that. W |ook at what the board nmenbers
t hi nk about the performance of the CEQO

W al so -- you know, we hear from

st akehol ders t hroughout the year about what they
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think of the performance of the CEO W then rely
heavily on the CEOto tell us his eval uation of
seni or managenent. And, generally, the Board does
not get a whole lot of input, nore than 10 or 15
peopl e below the CEQO. There's sort of a senior
managenent group and then there's a managenent
group. You hear a little bit about the managenent
group, nostly about the senior nmanagenent group,
which is the CFQ, the general counsel, folks like
t hat .

We probably, on a quarterly basis, hear
about how t hose people are doing, howthey're
progressing. One of the big concerns of the Board
I's al ways succession planning. W want to nake
sure that if our senior nmanagenent gets hit by a
beer truck, Santee Cooper will continue to be able
to be run like it is. So we need to nake sure that
not only do you have a good CFO you have a good
person waiting in the wings to be the CFOQ you not
only have a good general counsel, but you have
sonebody waiting in the wings that could step in
for succession planning, especially with the CEO
That's a big concern of the Board; make sure that
we al ways have people that can step up and run the

conpany w t hout the current individuals in place.
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MR. FI FFI CK:  Thank you. Could you
gi ve the Subcomm ttee your opinion or your take on
t he consortium approach to generation or utilities
joining together to share costs?

MR LORD: Sure. | think it's the
future of power generation. |It's -- generating
power is very expensive. The nuclear facilities at
V.C. Sunmer are going to cost north of $10 billion.
And it's very expensive for an individual utility
to take on those kind of costs and pass those on to
t heir custoners.

Also, it's -- there's a real need for
diversity in generation. Santee Cooper needs it
and Santee Cooper is trying to nove towards it.
Wien | went on the board, Santee Cooper was 80
percent coal; right now we're about 60 percent
coal, and that's nostly because of high use of
nat ural gas through purchases and t hrough the
Rai ney facility. W need a nore diverse energy
m X, because if any one generation mx gets hit
wth a lot of regulation from Wshington, for
exanple, it could be really disadvantageous to the
aut hori ty.

In order to diversify -- one of the

best ways to diversify, in ny mnd, is through
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partnering with other utilities, other providers,
so that we can have a piece of that generation, but
not have to pay the whole cost and take on the
entire burden.

MR FIFFICK: And, | guess, would you
say that the venture with SCE&QG at V.C. Summer is a
success?

MR LORD: | believe it is.

MR FIFFICK: Do you see a role for
such a consortium approach i n addressing
i ntegration of nmore renewabl e energy sources?

MR. LORD: Exactly, yeah. | think all
| evel s of generation could benefit fromthe
consorti um appr oach.

MR FIFFICK: And you sort of touched
on this already with that, but do you support
further investnent and reliance on nucl ear
gener ati on?

MR LORD: Well, I'mnot sure we're
going to need nuch nore with what we have because,
as everyone knows, we are actively trying to sell
off a portion of our nuclear piece. And that, I
believe, was -- is in the best interest of the
authority, and | support doing that.

W don't need all of it and we won't

A. WILLIAM ROBERTS, JR., & ASSOCIATES (800) 743-DEPO
scheduledepo.com




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © 0O N o o0 M W N Rk O

Screening Subcommittee Public Hearing - May 15, 2013

55

need all of it for sone tine. But to have that
type of generation -- because once you build it,
keeping it going doesn't cost a whole | ot of noney;
the fuel is relatively inexpensive, the adm ssions
are very, very low. So sone environmenta

assistant wll throw sonething at ne when | say
greener power, but it is a |lot greener than a | ot
of forns of generations that we have now because of
t he adm ssi ons.

Everyone knows you've got to be very
careful, but the safety record at V.C Summer has
been a wonderful safety record. Were V.C Sunmmer
Is |located, we don't have to worry about tidal
waves and sone of the natural disasters of other
nucl ear plants. So we in South Carolina are in a
very good position to have such a good facility and
a good |l ocation for the future.

Part of the gane to sell off sonme of
the units is to possibly have the ability to buy
sone back and partner wth other folks. So,
ideally, if you could sell ten percent to sonebody
that nmay build nore nuclear generation in 20 years,
you' d have the ability to have a piece of their
generation in 20 years if you need it. So that's

sort of what's going on in the utility industry
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ri ght now.

As to your initial question about
consortiuns: | can see selling sone with the
agreenent that we can maybe have sone of theirs
| at er.

MR. FIFFICK: Do you foresee or do you
support further investnent and reliance upon
renewabl e energy?

MR LORD: Yes, at the right cost.

MR FIFFICK: Do you foresee a point in
t he next ten years at which the cost of solar
becones | ow enough that it becones a significant
factor in calculating Santee Cooper's required base
| oad?

MR. LORD: Possibly. Possibly. |
mean, solar is somewhat of a challenge with a state
li ke ours with the anmount of cloud cover we have.
But Sant ee Cooper is not opposed to any form of
generation that hel ps us neet our m ssion.

MR. FIFFICK: Do you foresee a
separation of distribution in generational costs as
a part of the rates that go to the consuner? |Is
t hat sonet hing you see that nay be necessary?

MR LORD: |'m not sure.

MR. FIFFICK: Could you descri be Santee
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Cooper's denmand-si de managenent prograns.
MR. LORD: The denmand-si de nmanagenent
programis very el aborate. |'ve spent sone tine in

the control room and it's absolutely m nd-boggling

to see what we have to do to provide power.

There's -- you know, all of us go hone and we flip
on the lights and we just get power. |It's a very
wonderful thing, but it's very conplicated. 1It's

very conplicated when you have very | arge

i ndustrial users on your system | know there's a
| ot of demand-side work there. W have very, |

t hi nk, progressive efficiency prograns. And when
you say demand-side, do you nean the efficiency

prograns al so?

MR FIFFICK Well, it's a difference
t here, but you can -- as the consumer to
demand- si de managenent, | see where you're going
wi th that.

MR LORD: Ckay. Well, you know,
it's -- the global answer is, it's part of the

pi cture, it's part of the puzzle that we have to
pay attention to, because there's not any one way
to generate power and provide electricity to
consuners. | think everything has to be | ooked at,

I ncl udi ng demand- si de managenent.
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MS. ANDERSON: And the generational m x
has changed over the |ast few years. Coal was once
predom nant. And you nentioned this already, but
how much of your current gas is purchase power?

VR, LORD: You know, in 2012, | think
we -- probably about half -- probably about half,
because we only have one gas facility, the Rai ney
facility, whichis alittle under a thousand
nmegawatts or so through about five different units.
And the gas was up to close to 30 percent, and |
t hink we could only generate about 12 to 14
percent, so about hal f.

MR. FIFFICK: I n a broader sense,
what's Santee Cooper's plan to diversify its
el ectric generation as you shift away fromthe
agi ng coal plants?

MR LORD: Well, nuclear is one. You
know, purchase power is an effective way --
effective short-term but you can't depend on it
because you're at the mercy of what people are
going to charge for it. But where it works, it's
an effective way to use a greener form of
generation that's at a lower price. N ce thing
about coal is you can kind of keep that pile of

coal behind the coal plant for alittle while and
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it doesn't go bad. So there's a little nore
flexibility sonetines on the use of coal.

W're cl osing two coal - generation
facilities right now And I think every utility in
the country are cl osing several coal -generating
facilities. So that's going to be the future.

Under the current federal regulatory schene, |
don't see how you build new coal and I don't see
how you keep ol d coal going.

It would be nice to have nore gas.

W' re sonewhat chal | enged by where the pipelines go
across the state of South Carolina. The reason
that Rainey is in Anderson is because it's close to
a pipeline. It would be nice if we could have sone
pi pelines that are closer to the coast where, as

t he Senator knows, there's a whole | ot of grow h.
And that's where we have our new congressi onal
district, that's where a | ot of people are going.
And it's a challenge to get gas to the coast right
now on the current pipeline situation.

MR FIFFICK |Is the pipeline situation
t he biggest barrier to, say, coal-to-gas
conversions or are there other barriers?

MR LORD: It's one of the bigger, and

al so the cost of generation. The cost of having to
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build the new generation is also -- and | don't
think that permtting gas plants is going to be --
it's going to be easier than coal, but it's not
going to be anything that's -- it still has all of
the factors of needing to be near water and be in a
spot where people mght oppose it. But getting the
gas to those generative facilities is a big
chal | enge.

If you | ook at the map of Transco -- |
don't renenber exactly the nanes -- Transco and the
ot her nane of the major pipeline, it's like they
cut across the top of South Carolina. But they
don't go into the interior across the coast. So...

MR, FIFFICK: How is Santee Cooper
covering the enbedded costs of idled coal plants?

MR LORD: How? W are working on that
right now It's a very new thing for Santee
Cooper, and it's sonething we've discussed at the
| ast five or six board neetings. So |I'mnot sure |
know the answer to that yet. But it's a big
concern. W honestly don't know what it's going to
shut down coal plants. | don't think anyone knows
what it's going to cost to shut down coal plants.

We have a responsibility to the fol ks

who supported the coal plant, who |ive and work
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around the coal plants, to | eave sonething that's
not a scar on their environnent. And what we're
wor ki ng right -- you know, we have applications in

wth DHEC to figure out how to close those, howto
deal with the ash ponds that are nearby those coal
plants, and -- | can say for G ainger though -- |
nmean, Gainger is paid for and depreciated. So

iIf -- I mean, those type of costs, that's not an

i ssue. The issue is going to be the cost going
forward of having to close themthe right way.

MR. FIFFICK: Can you relate any
| essons | earned fromthe plans to build the Pee Dee
pl ant ?

MR LORD: Well, that was right at the
very beginning of ny board tenure. One of the
great |essons is that you never know what's goi ng
to happen. When the Pee Dee plant was being
pl anned and tal ked about, it was pre great
recession and the growth was t hrough the roof.
There were several summers when there were near
bl ackouts on the coast of South Carolina, there
were near blackouts in Horry County. We were this
cl ose to not having enough power. That's sonething
that we as Anmericans and South Carolinians are

pretty spoil ed about. W have power; you know, we
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flip on the light, turn on the shower and it's
warm we get a beer out of the refrigerator and
it's cold. Most of the --

SENATOR RANKI N: O a Coke.

MR LORD: We of age.

SENATOR RANKI N: O mlk for ne.

MR. LORD: But we have power and, you
know, we get sonetines criticized for having nmaybe
too nuch capacity in the next couple years. But
the alternative is not have enough capacity, which
I s di sastrous, because if you don't have enough
capacity, one, Senator Rankin's constituents are
going to be at his doorstep every day; two, you're
not going to get a Boeing or a BMNto |land in the
state of South Carolina if they don't think they
can have power 24/7. So the goal is to make sure
we have plenty of capacity.

It was a scary tine around 2004, 2005,
because we were close to not having enough capacity
to serve the people and the industries. So the
coal plant was -- the Pee Dee facility was an
option. Lots of things happened; the cooperatives
bei ng able to take sone of their |oad off to Duke,
but basically was a pressure -- rel eased the

pressure that allowed us to back away fromt hat
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facility. The facility was actually being pl anned,
I would think, as nore of a necessity than anything
else. It was the best way to get power online

qui cker.

V.C. Summer, first units, 2017; second
units, 2018, if the Nucl ear Regul atory Conm ssion
cooperates. | nean, they -- you know, they -- the
anount of things that they do to keep this noving
very slowy and expensively is mnd-boggling. [|I'm
confident it will be up. The Pee Dee facility was,
| think, a good idea when it was planned. |
appl aud the Board to be able to pivot and not do it
when they determned it was not the right thing for
Sant ee Cooper and the people of South Carolina.
It's hard to back away from a deci si on when you
have noney invested in it, when you have people
spending their lives building it and designing it;
it's hard to say, okay, we're not going to do this.
All of us get started on a project and want to
finish it. | think Santee Cooper did a good thing
by saying, it's not in the best interest of South
Carolina to finish this project, we're going to
wal k away fromit.

MR. FIFFICK: How the does the Board

bal ance the i ssue of excess capacity with the
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energy efficiency prograns?

MR LORD: It's a challenge. 1It's a
chal l enge. Santee Cooper is absolutely commtted
to the energy efficiency prograns; the Reduce the
Use Program the Low Interest Loan Program ' ve
asked that question nmany tines because energy
efficiency is a personal interest of mne. | think
it's a great way that we can hel p the people of
Sout h Carol i na.

W're an extrenely high user of
electricity due to our clinmate, we have a very
I nefficient housing stock, and energy efficiency is
a way that we can put $100 a nonth into a | ot of
househol ds. There are doublew des in this state
t hat pay $500-a-nonth electric bills and the
househol d i ncone is not over 20,000. If we can put
a couple hundred dollars a nonth into those houses
t hrough energy efficiency, we' ve done a great thing
for those people.

Sant ee Cooper is conmmtted to
continuing to do that, but overcapacity is a
chall enge. But, luckily, we don't have
sharehol ders, so we don't have them breathi ng down
our backs.

MR. FI FFI CK:  Shoul d the energy
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efficiency, you know, conservation prograns be
expanded?

MR LORD: | think they should. Yes,
t hi nk they should be expanded. | would like to see

them statewi de. The electric cooperatives are
doing great things with energy efficiency. |'ve
advocated many tines having a better statew de
fundi ng nodel for energy efficiency. Santee Cooper
puts noney aside for lowinterest loans to its
custoners. There's only so nuch noney we can put
asi de before our bondholders get a little nervous
about us doing that. | know the electric
cooperatives are going to get, | think, a rural
I nfrastructure carbon agriculture grant to do what
they're doing. | think if there was a nore
sust ai nabl e statew de fundi ng nmechani sm for energy
efficiency, we could do a lot nore with it. 1'd
like to see it statew de.

MR. FI FFI CK:  How woul d you see a
fundi ng program | i ke that work?

MR LORD: Well, I've had a | ot of
I deas. One idea would be to have a revol ving | oan
facility that could issue its own bonds that woul d
be securitized by the repaynent obligation fromthe

custonmer that would be part of the electric bill.
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Since we have on-bill financing -- we allow that in
South Carolina -- you could split off that piece of
the electric bill and securitize it and i ssue bonds

backed by those obligations. And |'ve net with
several groups; |I'minvolved with the Liberty

Fel | owshi p, and through their environmental forum
we' ve been talking a | ot about energy efficiency.

And the big holdup in energy efficiency | see is a

sust ai nabl e fundi ng nodel. You need a | ot of nbney
to really nmake an inpact. |Is Mke here? | think
he said you need $750 nmillion to really make an

i mpact in energy efficiency in South Carolina. |
don't know if that nunber is right, but it sounds
about right. And in order to do that, | think you
need a sustai nable funding source. | think
dependi ng on the federal government as a funding
source for anything is a little bit scary.

MR. FI FFI CK: Sant ee Cooper's bond
rati ng was reduced recently.

MR, LORD: Yes.

MR, FIFFICK: Can you descri be maybe
what you think it was due to and would you say that
excess capacity or rate increases had anything to
do with it?

VMR. LORD: No. | think it was
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I nsecurity about nuclear. Everybody that had any
play i n nuclear power after the disaster in Japan
got | ooked at very hard, the rating agencies. And
we were still double-A so we're still one of the
best bond ratings of any utility in the country.
But we took it very seriously because you take a
hit on your rating, it nakes your interest costs go
up and -- it's significant.

W saw a | ot of concern about nucl ear
fromthe rating agencies about that tine, and when
Japan hit, there was additional concern. Nobody
has done this nuclear thing in a long tine. Wen
the cenent was poured at V.C. Summer several nonths
ago, it was the first tinme cenent has been poured
at a nuclear facility in over 20 years in this
country. So it's very new. Rating agencies are
very skittish about Japan, they're skittish about
Germany all of a sudden deciding to shut down al
of its nuclear generation. So | attribute it to
skitti shness about nucl ear.

MR FIFFICK: So you would say there's
not much the Board could do directly right nowto
address t he downgr ade?

MR LORD: Well, | think what we can

do -- | think there's a | ot we can do. I think we
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can always try to make Sant ee Cooper a stable,
reliable utility, and |I think that helps. | think
the fact that the Board has been a very cohesive,

engaged, hardworki ng board has hel ped. There's

not -- you have open di ssension on a board. |
think the rating agency is still alittle bit
upset .

| actually think the ability and the
W | lingness to raise rates hel ps the rating
agenci es because they see that the Board is going
to -- the Board is going to nake an unpopul ar
decision that they think is in the best interest of
t he conpany and t he bondhol ders by raising the
rates. You know, none of us got any thank-you
letters for raising the rates, and you get a | ot of
pressure not to. So what |'ve understood fromthe
rating agencies is that they see that as a
f avor abl e t hi ng.

The other thing which is very big is
having a great relationship with our | argest
whol esal e custoner el ectric cooperatives, which I
believe is in a real good positive position right
now. And with the renewal of the coordination
agreenent, | believe the rating agencies wll see

us as even a nore stable i nvest nent.
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MR, FIFFICK: The Conway City Council
recently passed a resol ution opposing the proposed
ash pond at the Grainger site. How is Santee
Cooper addressing that issue?

MR LORD: It's of great concern
because we're -- we're very concerned about al
st akehol ders, but we're nost concerned about the
| ocal fol ks that have, as | said earlier, |ived and
wor ked around our facilities. W're neeting with
them we're talking with them we're trying to
figure out the best way to cl ose down G ai nger
It's a new thing for Santee Cooper. Santee Cooper
has spent it's entire history buil ding generation
and having to take generation offline and retire
generation as a new thing. Ash ponds are an issue
that every utility has to deal with. And, |uckily,
we are -- we've got sone innovative ideas.

Believe it or not, coal ash is a
product of a lot of industry. There are people who
want to mne coal ash and use it. So hopefully we
can find ways to get the coal ash taken care of in
a way that will help the people of Conway. But we
take that very seriously.

MR FIFFICK: Could you briefly

descri be how Sant ee Cooper sets rates.
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MR LORD: Well, the Board sets the
rate. Cenerally, we set them-- we do a rate
study. W' re constantly |ooking at rates and we're
constantly -- we get a report, every board neeti ng,
on generation, on expenses, on use. But at | east
once a year, we spend a Sunday and soneti nes part
of the Monday tal king about rates and tal ki ng about
where our rates are and where they need to be as it
goes to our costs. W get a rate study typically
from an i ndependent consulting group, we wll have
several neetings to tal k about those rates. W
t hen have public hearings. W try to have public
heari ngs everywhere where we serve; we have themin
Georgetown, we have themin Mnk's Corner, we have
themin Horry County. And we let fol ks cone and
tell us what they think at those public hearings.

The board nenbers all try to go to as
many of those public hearings as we can. W
generally get a |lot of comments. W get comments
fromour industrial customers, we get comments from
churches, we get coments from you know, retirees
who have a house in Georgetown. W get those in a
book and we read those and we take those very
seriously. W spend a lot of tine talking wth

managenent, we have to spend a |lot of tine talking
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W th our consultant about what's the right thing to
do. So it's a very deliberative process and
sonet hi ng we take very seriously.

MR, FI FFICK:  And shoul d Sant ee Cooper
continue to strive to deliver rates that are | ower
than the 1QUs in South Carolina?

MR LORD: | think so.

MR FIFFICK: What's the current
debt/equity ratio for Santee Cooper?

MR LORD: You know, | always think of
it as 70/30, but | think right nowit's at 73/27.

MR. FIFFICK: And what constitutes the
bul k of the debt?

MR. LORD: Bonds. Bonds. Mbst -- you
know, bonds of different |lengths. W're constantly
refinancing, we're constantly swi tching the bonds
around. | give El aine Peterson, our outgoing CFO
alot of credit. W were able to do a refunding
this year that saved Sant ee Cooper sonething |like
$35 million in interest. So we're constantly
trying to figure out the right type of debt, the
type -- length and maturities.

MR, FI FFI CK: What are Santee Cooper's
nmost val uabl e assets?

MR. LORD: The people that run Santee
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Cooper, | would say, and secondly, the facilities
t hat Sant ee Cooper has built. They're sone of the
best facilities in the country. Santee Cooper was
one of the first utilities to put advanced
scrubbers on its coal plants. The reason that a
| ot of our coal plants are going to be okay for a
while is because they already conply wth
regul ations that are coming down that are requiring
other utilities to retrofit and spend noney. W
spent noney when we didn't have to spend nobney to
make some of our coal plants cl eaner than they
needed to be.

| believe the fact that we do have a
m x of generation -- we have nore renewabl e, |
bel i eve, than anybody else in South Carolina. |
don't want to nake that blind statenent, but I
think we do. W have pretty nuch cornered the
mar ket on landfill gas. W have a ot of landfill
gas, which is great, because this stuff's got to go
sonewhere, and we're turning it into power. W do
have bi omass, we're using -- we have a bi odi gester
facility in WIliansburg County that uses farm
waste. W're trying to use -- we're trying to
support renewabl es as we can because, you know, we

have sone kind of hydro, so we -- we have a m Xx.
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I would still personally like to see us
| ess dependant on coal because the federal
governnent has nmade it very clear that they're
goi ng to nmake coal very expensive. And it's -- you

know, as nmuch as we try to work agai nst that,
it's -- coal is going to becone nore and nore
expensive as a form of generation.

MS. ANDERSON: Do you have a vision for
the future of comercialization of Santee Cooper's
properties?

MR LORD: | do not. The |legislature
conpletely controls that. And it's -- it's
sonething that | think would have to be driven by
the | egislature.

MR FIFFICK: What do you see as the
top three chall enges facing Sant ee Cooper today?

MR. LORD: Top three chall enges?
Retiring coal facilities is one of the biggest
chal | enges, the working within our existing
generation as the federal governnment becones nore
aggressive in regulating, and third, economc
devel opnent. We serve a |lot of the rural parts of
the state directly and through the electric
cooperatives. The rural parts of the state are

di sproportional ly inpacted by unenpl oynent; they
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need j obs, they need nore opportunity. And | think
that's a big challenge for our state and | think
that's sonething that Santee Cooper and el ectric
cooperatives need to lock arns to take on together.

MR, FI FFI CK:  Sone broader questions
for all board nenbers: Are you currently a
customer of Santee Cooper in any fashion?

MR, LORD: | am not.

MR FIFFICK: Do you personally have
any direct or indirect business or | egal
rel ati onshi ps with Santee Cooper or any of its
whol esal e power custoners?

MR LORD: Qur -- ny law firm Nexsen
Pruet, has been engaged to assist on an antitrust
matter for Santee Cooper. | have been recused from
t hat and have agreed not to receive any of the fees
fromthat matter.

MS. ANDERSON:  How nuch tine do you
spend preparing for or participating in board
activities?

MR. LORD: You know, it would
probably -- | probably shouldn't record that
because ny partners m ght kick ne out of the | aw
firm Generally -- generally | spend about two or

three hours on a Sunday readi ng through the board
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materials. | always spend at | east an hour talking
wth Lonnie Carter, the CEQ, sonetine around
Wednesday or Thursday, and generally probably a
coupl e of other hours during the week. |'mon the
Econom c Devel opnent Corporati on Board, which is

t he econom c devel opnent arm of the co-ops in
Sant ee Cooper. W spent six hours yesterday
neeting. And |I'malso on the Central Santee Cooper
Comm ttee which every quarter spends a coupl e of
hours.

MR FIFFICK: How do you see that tine
changi ng as you becone the board chairmn?

MR LORD: | see the -- the board
chairman has to help set the agenda of the Board
and hel p guide the Board. | inmagine spending nore
tine in Monk's Corner neeting with the CEO and
seni or managenent to make sure the board neetings
are efficient, nake sure we are covering the
matters that the board nenbers need to be exposed
to.

The constant chall enge of a chairman is
to make sure that the Board doesn't veer into
operational and start trying to figure out how nmany
docks like Moultrie should have, but stay wth the

strategic and find out, you know, how nuch nucl ear
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we shoul d have; should we sell off 10 percent, 20
percent, 30 percent or no percent, and what is the
vision for generation for the next 20 years.

Al'l boards have a tendency, and Santee
Cooper does not, which is great, to veer towards
t he operational because it's easier, but staying at
the | evel of strategic planning and vision and
direction of Santee Cooper is one of the goals of
t he chai r person.

MS. ANDERSON: Does your affiliation
w th any professionals, civic, charitable or any
other sim |l ar organization present a conflict or
could it present a conflict wth your appointnent?

MR. LORD: No, sir.

MR FIFFICK: Do you have any hol di ngs
in any electrical utilities or any other entities
t hat may be inpacted by a decision of the Santee
Cooper board?

MR. LORD: The best | can tell, sone of
t he education accounts |I've set up for ny children
own mutual funds that own Duke Power. But we have
absolutely no control over what those nutual funds
do. So --

MR, FI FFI CK: What duty of l|oyalty or

duty of care do you owe to Santee Cooper?
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MR LORD: Well, the duty of care is
very inportant because it's a duty of care that is
prudent, individually with the responsibility of
Sant ee Cooper. So we have to act prudently, we
have to be well-inforned, we have to act in the
best interest at all tinmes of Santee Cooper.

And the duty of |loyalty cones down to
the best-interest test, which is a statutory test,
and we have to always act in the best interest of
the authority. And best interest involves a whole
array of factors. And | take the duty of care and
the duty of loyalty very carefully. | read the
duty of loyalty probably every two or three nonths,
but | don't actu- -- | can't renenber it. But we
have to -- as | see it, we have to |l ook after all
of the stakeholders. M summary of the duty to
|l oyalty is we have to act in the best interest of
all the stakehol ders of Santee Cooper, which
I nvol ves the state, the custoners, the industrial,
the people that are affected by the authority in
all ways.

MR FIFFICK: G ven the protection
you' re afforded by the Business Judgnent Rul e,
what's your responsibility in ensuring that you

have retai ned an expert whose advice you can
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reasonably rely upon?

MR. LORD: There are a | ot of areas
t hat we have to delve into that, quite frankly, the
board menbers don't have the expertise to be expert
on. A great exanple is the -- as you tal ked about
earlier, the rates. Electric utility rates are
very conplicated, and we hire experts in
utility-rate-setting to cone in and eval uate our
exi sting rates and hel p give us advi ce on what the

rates should be for the financial viability of

Santee Cooper. It's very inportant for areas that
we don't feel |ike we have the expertise to do on
our own. Wth that said, | believe that all board

nmenbers need to take those reports, take that
advi ce, and then nake their own i ndependent
j udgnent based on that infornmation.

MR. FIFFICK: \What roles should a
director's ideological or political beliefs play in
maki ng deci si ons?

MR. LORD: | think none.

MR FIFFICK: 1've got a few nore
questions for your specific circunstance as the
chairman, so forgive ne if they overlap a little
bit wth what we've already gone over.

Coul d you speak a bit on how Sant ee
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Cooper coordinates with businesses and | ocal
governnents and pl ans for econom c devel opnent ?

MR, LORD: Sure. Santee Cooper has its
own econoni ¢ devel opnent professional who is
constantly trying to determ ne how to get industry
into Santee Cooper's footprint. W're al so
partners on the Pal netto Econom c Devel opnent
Corporation called the Power Team which has its
own team of professionals that are trying to nake
sure that industry conmes into the co-op and Sant ee
Cooper's footprint.

You know, one of the reasons we're
going to sell in power, but the other reason is we
want to give jobs and opportunities to people in
our service area which we believe is part of our
m ssion of making lives of South Carolinians
better. W do it through active recruiting of
busi nesses. | nean, folks on the Power Teamfly to
Chio and sit down wth people and say, you need to
be in South Carolina, we've got better power rates,
we don't have unions, and we're nice people. W do
a lot of that.

One of the things that we're trying to
actively do is nmake sure there are places for

I ndustry to go. There are lots, there are business
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par ks, there are spec buildings. The -- | think
the saying is very appropriate: You can't sell
froman enpty wagon. And what we've found is that
there are a lot of places in South Carolina,
especially rural South Carolina, that don't get
I ndustry, they don't get bites because industry
needs to know that there's a certified business
park or they need to know that there's a buil ding
they can go into. And if those aren't there, they
end up going to the nore popul ated counti es that
al ready have that infrastructure. So we have tried
to partner with counties, we have partnered with
t he cooperatives in order to do |l oans, grants, to
help facilitate filling that wagon up so that the
folks that are trying to sell economn c devel opnent
have sonmething to sell

MR, FI FFI CK: What are the denobgraphics
of your average consuner, whether direct or
derivative?

MR. LORD: CQur average consuner? |
t hi nk our average consuner is predom nantly rural
and slightly | ower on the average i ncome.

M5. ANDERSON: In ternms of excess
capacity as an econom ¢ devel opnent tool, do you

see that there's a potential -- is there a

A. WILLIAM ROBERTS, JR., & ASSOCIATES (800) 743-DEPO
scheduledepo.com




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © 0O N o o0 M W N Rk O

Screening Subcommittee Public Hearing - May 15, 2013

81

potential for a conflict between serving the

I mmedi ate best interests of that average consuner
in terms of rates and the broader econom c

devel opnent strategy?

MR LORD: It could be. But as | said
earlier, if you don't have the capacity, if
capacity is an issue, you'll never get the jobs.
The Boeings and the BMM will not cone if they
think that you will not have power for themfor the
next 20 years. So that's -- it's a constant
struggle. |If you have overcapacity, yes, the
rat epayers do have to pay for that. But wthout
jobs in those areas, the ratepayers don't have any
opportunity. So it's a constant bal ance. W'd
like to get it as close as we can and we try hard
to get it as close as we can. But if | had to --
if you told ne, you know, bet under or bet over,
"Il always bet over because it's a safer place to
be. | have faith that South Carolina is going to
grow into the capacity because, you know, we just
added a congressional district; | think we'll add
anot her one after the next census.

This state is growing. | nmean, just
this netropolitan area right now, the Mdlands, is

going to add 450, 000 people in the next 15 years.
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So the whole state is growwng. Al we need is two
or three nore Googles, another Boeing, and a couple
nmore big facilities like that, and all of a sudden
you need a | ot nore generation. So |'m confident
we're going to get nore people here and we're going
to get nore industry here.

MR FIFFICK: W' ve touched on this
al ready, but nore specifically, in your capacity at
Nexsen Pruet, have encountered any conflicts
bet ween your duties to potential economc
devel opnent clients and your duties at Santee
Cooper ?

MR LORD: | have not. |'mnot sure
any of ny clients are served by Santee Cooper. |
have existing clients that are; JWAl unm num for
exanple, |'ve represented them for 15 years.
They're served by Santee Cooper. But it's never
cone up as to their power.

MR. FI FFI CK:  And how woul d you handl e
that sort of conflict if it did arise?

MR LORD: Well, | think the nost
i mportant thing to do is to disclose it. Any tine
I think there's a conflict, |I'mprobably a little
nmore careful about that than a | ot of fol ks because

| practice law. | typically call Jim Brogdon, the
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general counsel, and | tell him Jim what about
this, what should we do, and if it needs to be
reported or disclosed or | need to recuse nyself.

But there's never been an opportunity
at the board | evel where there was a vote or an
action taken that would have benefitted or hurt any
of nmy clients.

MR. FI FFI CK:  When the Board and
managenent di sagree, how do you believe
di sagreenents shoul d be resol ved?

MR, LORD: Amcably as much as
possi bl e. But our Board does disagree. | nean,
our Board di sagrees on issues. You know, if it's a
personnel matter, we need to take it up in
executive session and to try to hamrer it out,
because personnel matters don't need to be
di scussed in open forum But | think the Board
needs to try to work with nmanagenent to find a
solution, to find a consensus.

There have been tinmes when nanagenent
had one idea and the Board had anot her and the
ot her way around. One exanple is renewabl e
generation; the Board, at an open board neeti ng,
expressed real concerns about too much bi onass.

And bionass is, essentially, burning trees. It
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I mpacts a |lot of industries in South Carolina,

I ncluding the lunber/tinber industry, a l|ot of the
different industries that depend on trees. So we
wanted to nake sure that we weren't hurting other

I ndustries by having too nuch bi onass.

We're al so concerned about the price;
the price of biomass was goi ng up whereas nat ural
gas prices were going down. The Board di sagreed
wth a couple of projects and sent a nessage to
managenent that we want renewable and we want it at
the right cost and we don't want to inpact other
I ndustries in South Carolina. And | think
managenent heard it and noved in a different
di recti on.

MR FIFFICK: Are there any matters or
ci rcunstances that are uniquely a
boar d- chai r man-t o- COE deci si on as opposed to the
Board and t he CEO?

MR LORD: That's a very good question
that | hadn't thought about. | think that the --
t he board chairman should, | believe, deliver
nmessages fromthe Board to the CEQ For exanpl e,
If there are issues that the Board is having with
the CEQ, | believe that the board chairnman woul d be

-- it would be in the best interest of the conpany
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for the board chairman to di scuss those and not | et
them fester, not |l et them cone out in open forum
soneti nes. Most inportantly, | think, the board
chairman needs to try to keep the Board focused and
keep them focused on strategic issues, Vision
I ssues, and nmake sure that the Board doesn't go off
into directions that are harnful to the authority.

MR FIFFICK: |Is there anything el se
you'd like to add to that in ternms of your role
changing and transitioning froma board nenber to
t he chair?

MR. LORD: Sure. | believe that what
"Il -- one of the things |I'mgoing to have to do
nore of is -- | nmean, the Board already has a
rel ati onshi p; the Board doesn't always agree on
everything, but they respect each other as people
and professionals. | will nake a greater effort to
hear each of the board nenbers and what they're
t hi nki ng and where they are on different i1ssues, to
know what they're doing. | will nmake a greater
effort to work with upper nmanagenent in the
strategi c planni ng process, which was one of your
initial questions.

| personally would |Iike the Board to be

nore involved in the front end of that because it's
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difficult for a part-tinme Board, when a strategic
plan is given to them and they coment on the
fringes of it rather than be a little bit nore

i nvolved in the front end of the strategic planning
process to sort of give sone ideas without, this is
where we think you-all should be going. So | think
proactively involved in that process; also,
actively invol ved in understandi ng where the board
menbers are on the issues.

MR FIFFICK: Could you pl ease
characterize what you feel your |eadership style is
for the Subcomm tt ee.

MR LORD: M/ | eadership style is a
style that tries to find consensus. | was el ected
managi ng partner at Nexsen Pruet when | was in ny
early 40s, and it was a tough position because |
was a | ot younger than a lot of the partners. And
inalaw firmwith 190 | awers and 75 partners, |
had one vote just |like the other 75. So it wasn't
like | could come in and hit nmy gavel and say,
let's do this; | had to get the partners to agree
on what | thought was the right thing for the | aw
firm

And t hrough that process, |'ve not been

able to get ny way just through force of
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personality or just brute force; | learned to work
wth a large diverse group of professionals in
order to get themto agree on certain things --
certain things that are tough. W revised our
conpensation system Al |lawers get a little
upset about conpensation. W revised the
conpensati on systemwhile | was managi ng partner,
we opened an office in Raleigh during the
recession. Things that | thought were in the best
interest of the firm but had a | ot of opposition
until we got consensus around it.

MR. FI FFI CK: How woul d you handl e a
board nenber that acts w thout the know edge of the
Board or without the approval of the Board on his
own on an issue?

MR LORD: Well, | would initi- -- 1
woul d start by neeting privately with that board
menmber and explaining to themthat that's
I nappropriate and bad board behavior. Board
menbers should not go off and do their own thing.
And | know t hat happens on boards all the tinme, but
it's bad board behavior. | would try to do it
privately; that would be the hope, that it could be
handl ed that way. |If it's not handled privately, |

t hi nk you have to then try to shut it down at the
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board | evel.

MR. FI FFI CK: \Where do you see Santee
Cooper 40 years from now regarding electricity
gener ati on?

MR LORD: | see us in a lot of
partnerships with a lot of different generators,
sone of which probably don't even exist now | see

us in a lot of partnerships on natural gas, | see
us on partnerships with small nodul ar nucl ear,
which is -- it's a new wave com ng of

smal | er-capacity nucl ear reactors, which wll
hopefully all be built in Savannah River Site. But
| see that kind of thing. | see generation that we
can't even imagine right now, fornms of generation,
whi ch is one of the reasons that we al ways have to
be fl exible, because |I believe folks are going to
devel op generati on.

Wiat woul d be ideal is if we have a
very diverse m x of generation so we don't have any
nore than 20 percent in any one category. W have
the flexibility to nmaybe ranp up certain
capacities -- generation capacities as the prices
are nore reasonable. So if natural gas is a better
price in 2035, we could go 40 percent natural gas;

If it gets too expensive, you drop back down to 20
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and then your nuclear can ranp up or ranp back
down. So having a broad generation m x that can
ranp up and down so that you can keep costs at a
good | evel would be ideal. That's where | woul d
hope we woul d be able to evol ve towards.

MR. FI FFI CK: Same question as to
Sant ee Cooper's water services.

MR LORD: Ckay. Well, the water
services -- what we want to continue to be able to
do is supply clean drinkable water to areas of our
service area that need it. |It's sort of a
need- based analysis for ne. | don't think we want
to actively try to be in the water business any
nore than it hel ps execute our m ssion of inproving
the lives of South Carolina. |If there are places
that aren't being served that we can serve, |
beli eve we need to go into those areas and serve
t hem

MR, FIFFICK: And would you care to
rel ate any new ideas you nay bring to the table as
chai r man?

MR LORD: Well, the one new idea that
|' ve been kicking around for a long tine that
peopl e are getting tired of hearing about is having

nore of a statew de fundi ng nechani smfor energy
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efficiency. | believe that's a -- that's an area
in which we can really make an i npact and be a

| eader. South Carolina can be a | eader in the
nation in doing it the right way, and we have a
great need for it. So | believe it's sonething
that we can do. And Santee Cooper can be a | eader
because we don't have sharehol ders telling us not
to spend noney on that. W have a m ssion of

I mproving the lives of South Carolinians, and that
obviously inproves the life of South Carolinians.

Also, | believe trying to actively work
on maki ng sure our generation is diverse, and that
woul d be sonething that we should continue to do.
That's it.

MR. FI FFI CK: Thank you, M. Chairnman,

I have no further questions.

SENATOR RANKI N: Ckay.

M5. ZEIGLER  You had nentioned earlier
that your law firmis representing Sant ee Cooper in
antitrust |lawsuit and that you had recused yourself
frominvolving in that decision.

As chair, would you do anyt hi ng
different if a simlar situation arose where you
needed services froma law firmthat your own firm

m ght offer to provide?
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MR LORD: No, | wouldn't do anything
different. And that was sort of an unusua
Ssituation. 1've actually tried for our law firm
not to represent Santee Cooper because | don't want
to be in that position. So I've -- |I've actually
told ny partners, I'mnot going to pitch you guys
to Santee Cooper because |I'd just rather that not
cone up.

Thi s was an unusual situation because
we probably have one of the only antitrust
practices in the state of South Carolina. And our
antitrust teamis doing this sane thing for the
other utilities; it's a |lawsuit agai nst coal
transporters. And Sant ee Cooper would have had to
have gone to a D.C. firmother than that. So the
idea was -- and | told them | said, do what you
want to do, I'mgoing to stay out of the deci sion.
They cane to ne and said, we think that this outfit
in our firm-- which is kind of unusual; they were
actually a D.C. practice that relocated i nto our
firm W think we'd rather have South Carolina
| awyers doing it for us because they're doing it
for the others. And they said, we only -- we'd
feel confortable doing it if you recuse and you

don't participate in the fees. And | said that's
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fine. So at that point, | just stepped out and was
not part of the discussion and told the managi ng
partner to nake sure that the fee arrangenent
excluded ne. And that's the only involvenent |'ve
had.

MS. ZEI GLER But you're saying the
future or discouraging. You would discourage
Sant ee Cooper from using your firn?

MR, LORD: Yes, absolutely; especially
NOW.

M5. ZEIGLERT My concern woul d be, even
If State Ethics Act was okay, legal ethics were
net, that the appearance m ght be a bad one froma

chair standpoint.

MR LORD: | agree. And that's why
l'"ve -- | think the appearance is bad even for a
board nenber, to tell you the truth. So -- and |

know i n the past board nenbers have been in | aw
firmse and their law firns have provi ded services to
Sant ee Cooper and it's been discl osed and done all
in the right way. |'ve decided not to do that.
And this one exanple, which is the antitrust suit.
M5. ZEIGLER Al right. Thank you for
t hat .
SENATOR RANKIN:  How do you -- besides
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testifying under oath that you don't like it and
agree that it does not appear to be a good practice
and you' ve stated that you are not, |I'm
par aphrasing, profiting fromthat, how do you
establish a firewall and if soneone is raising this
as an i ssue, what can you denonstrate to show t hat
you're not getting any paynent out of that work?
MR LORD: Well, we wote it in the
si gned engagenent. The signed engagenent between
our antitrust group and Santee Cooper specifically
states that Leighton Lord won't participate in any
of the fee. So it's part of the contract.
That's -- that's how Ji m Brogdon and David Eddy and
the | awyers decided to do it. So --
SENATOR RANKIN:  And that contract
t hough woul d be di scl osabl e or no? Probably not.
MR LORD: That's a good question.
That's, | guess, a four-year question; right?
SENATOR RANKIN:  Well, I'mnot trying
to create a problem
MR. LORD: Right.
SENATOR RANKIN:  But to defend fromthe
per cei ved problemthat that may have, to whonever,
| don't know, but is that sonething that's w nding

down?
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MR LORD: No. Matter of fact, it's
not even started and -- it's not even started and
it mght go away, to tell you the truth. It's
just -- it's sonething that -- they were eval uating
this for other utilities and they talked to Jim
Br ogdon about the evaluation. And Jims idea was
we need to hire these guys to evaluate it for us
t oo.

It invol ves the surcharges on coal
transport. And there's a crimnal antitrust case;
this is the civil part of it. And the guys in our
firmhave been |l eading the civil part for a | ot of
bi g conpani es that buy coal. So, basically, it
sort of canme up wthout ne; you know, it kind of
cane around ne. And then when they approached ne
onit, |I said, well, you know, one, ny position is
we don't do that. And then | had sone additi onal
conversations about the fact that, well, these guys
have done all the work, they're doing all the work,
ot herwi se we have to get a whole nother law firmin
D.C. to get up to speed on this. | can talk to Jim
Brogdon. [|I'mnot sure -- | don't want to say that
t hat engagenent is a public record because |I'm not
really sure. But |'msure you could see it.

SENATOR RANKI N: well -- and 1" mnot --
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| don't want to see it, necessarily. But | do
wonder -- | don't know what you do about that. It
may be nore of a sticking point conceptually --

MR. LORD: Right.

SENATOR RANKIN:  Whuld this require the

Board to make a decision on strategy in the

| awsui t - -

MR, LORD: No.

SENATOR RANKIN:  -- whether to --

MR LORD: WMatter of fact, the Board
did not -- the Board doesn't decide to sue or not

sue. The Board doesn't get involved in that at
all. The only reason it was brought up before the
Board was because of ny recusing nyself. They just
wanted to nake sure the Board was confortable with
it, because Jimsays -- Jimwanted to do it,
Sant ee Cooper wanted to do it, but they wanted to
make sure that the Board was confortable with it.

SENATOR RANKIN:  You were on the board
at the tine?

MR LORD: | was on the board at the
tinme, but | recused nyself fromthat session of
t hat neeti ng.

SENATOR RANKIN: And you woul d recuse

yourself from any decision that the Board woul d be
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asked to nmake --

THE W TNESS: I woul d.

SENATOR RANKIN:  -- if that canme up?

MR LORD: | would. Exactly. Exactly.
But the Board does not, in ny experience, get
involved in litigation at all. That's usually run
by general counsel and the CEO

SENATOR RANKIN: Ckay. Land use
pl anni ng, | heard you say at the begi nning your
own - -

MR. LORD: The Urban Land Institute.

SENATOR RANKIN:  All right. And what
does that do? Wat is your m ssion there?

MR. LORD: The Urban Land Institute,
it's mssion is smart growh, pretty nmuch. It's a

great organization. Myor Riley in Charleston is
one of sort of the national |eaders of it, and Bob
Hughes up in Greenville is one of the national

| eader s.

And what the Urban Land Institute tries
to do is it tries to figure out how areas can grow
better. An exanple: W've been havi ng panel
nmeeti ngs and di scussi ons, we brought in outside
experts as to what do you do with Assenbly Street.

A lot of |eaders in Colunbia see Assenbly Street as

A. WILLIAM ROBERTS, JR., & ASSOCIATES (800) 743-DEPO
scheduledepo.com




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © 0O N o o0 M W N Rk O

Screening Subcommittee Public Hearing - May 15, 2013

97

a big problem You've got the Vista, you' ve got
downt own, you've got the general assenbly. It's
hard to get across Assenbly Street.

A lot of what the ULI has been doing is
trying to sl ow down Assenbly Street, nake Assenbly
Street nore pedestrian-friendly. The University of

South Carolina has actually started doing a | ot of

that. Hildy Teegen cane to a lot of the early
nmeeti ngs when we were tal king about -- it's called
connectivity -- they were call ed connectivity
foruns -- about the fact that Assenbly Street needs

to be nore pedestrian-friendly. Mayor Benjam n was
I nvolved in the | ast connectivity forumto try to
figure out how to get Assenbly Street from here

down to sl ow down.

Soit's -- it's a, | would say, snart
grow h sort of organization. |It's not controlled
by any specific group. It used to have a

reputation for being controlled by devel opers, but
it'"'s really not. It's got a good mx. | nean, Bob
Hughes is a national leader init, Mayor Riley is a
national leader init. So you' ve got governnental
people in it, you've got devel opers, you' ve got
architects, the whol e ganbit.

SENATOR RANKIN:  And | -- obviously you
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have an infinity for conservati on easenents,
protecting the land, you're riding on economc
devel opnent. And with that backdrop, I'm-- you
have expressed, | guess, an awareness of the Gty
of Conway's position on closing the G ainger Plant.
I've net with sone folks in that regard and they
have heard the proposal, they have heard the

expl anation of the plan that y'all are proposing.
But acting upon their best evidence or best

judgnent, they don't want you to do that; they want

it gone.

MR. LORD: Right.

SENATOR RANKIN: [It's a -- perhaps a
$60 million question or $80 mllion nore that

M. Finn or yourself said that woul d cost each
custoner, | guess, 60 bucks. | don't know ot her
t han sayi ng, you know, the Conway Council's

position here, not to say that that dictates. But

as y'all look and try to figure out what to do wth
this, I ask you to put your | and-use hat on and the
chairman's hat as well; it may not in between neet.

MR LORD: Well, thank you. And as |
said earlier, that -- what the people of Conway
think is a great concern. | won't tell you who

said it, but sonebody on the upper nmnagenent said

A. WILLIAM ROBERTS, JR., & ASSOCIATES (800) 743-DEPO
scheduledepo.com




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © 0O N o o0 M W N Rk O

Screening Subcommittee Public Hearing - May 15, 2013

99

they cared a | ot nore about the people of Conway

t han the environnental groups in downtown
Charleston. And there's sone truth in that. |
nmean, the people that have lived with this facility
and live around this facility are a great concern
to Santee Cooper. And I know we've -- we take that
very seriously. And there is a |ot nore discussion
that needs to happen, a lot nore --- a |lot nore

t hat need to be tal ked about.

SENATOR RANKIN:  We're going to be done
here in a second. But the nanagenent relying upon
out si de attorneys, environnmentalists, and energy
consultants, your role is going to shift now from
one vote to, perhaps, the shepherder of the votes.

MR. LORD: Right.

SENATOR RANKIN:  And it appears it's
been a consensus or at |east a public perception
that you-all operate with. [|I'mcurious to know how
you're going to buck the nanagenent, buck the
executive team if you don't -- not to say that
they'd ever tell you sonething you shouldn't
bel i eve, but if you becone concerned, how are you
going to -- will this require a different state of
m nd and m ndset and strategy now as a chairnan or

would it be any different for you to --
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MR LORD: It will, it absolutely will,
because |'ve been the chairman of several boards,
|'ve al so been a board menmber in Santee Cooper on a
board. | believe the chairman needs to be given
t he deference to |l ead the Board. |If the chairman
Is acting in the best interest, you should give the
chai rman that deference and the courtesy of letting
t hem | ead.

But as chairman, | believe I'll have to
be out in front on what the Board feels and what
the Board thinks. |If the Board feels |ike the
managenent is going the wong direction and we
di sagree wwth the managenent, | would hope we could
work that out privately by discussing wth
management the Board's thoughts and the Board's
ideas. If not -- | nean, what you don't want is
you don't want a Board |i ke Santee Cooper to have a
knock- down-drag-out in open forum | believe
that's not good for the authority, it's not good
for the state, and it's definitely not for the bond
rating. So you have to try to work it out, try to
work with nanagenent to get themto the right place
if the Board doesn't agree.

Utimately the Board nmakes the

decisions on the big issues |like rates and new
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generation and all of that. W have an i nportant
partner with the co-ops through the coordi nation
agreenent and the planning conmmttee of that so
there will be an inportant forumin which | wll
work with them and with managenent to nake sure we
make the right decisions. But, ultimately, if |
think -- if it's not in the best interest of Santee
Cooper and in the best interest of the people of
South Carolina, I"'mnot afraid to bring it up in
open forumif needed.

SENATOR RANKIN:  Lastly, for nme at
| east, and then we'll be done: Reducing the
owner shi p, the debt in the Sunmer plant, actively
mar keting, this you-all are?

MR LORD: W are. W're very actively
mar keting. It's -- we've had a lot of bites. And
I think when you have so many bites, eventually
sonebody grabs the hook. W've -- | think we w il
have a better chance now that the concrete is
poured and this looks like it's really going to
happen. There are a | ot of potential partners;
Duke is a very big potential partner in this.
There are other utilities throughout the
country that we've tal ked to.

SENATOR RANKI N:  SCE&G, did they
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ever -- would they ever want nore?
MR LORD: | don't think they need
nmore, honestly. But | can't speak for them
don't think -- | don't think that they need nore at
this tine. The issue is -- the overcapacity is not

an overcapacity for the next 50 years, it's an

overcapacity at a certain point several years out

that we need to try to work with. [|'m confi dent
we'll be able to sell off some of it, but | hope we
can keep at |l east 20 percent of it. But --

SENATOR RANKIN:  You currently have how
much now?

MR. LORD: Forty-five.

SENATOR RANKIN:  Which is a lot nore
capacity than you need for a long tinme; correct?

MR LORD: It is.

SENATOR RANKI N: Whi ch, again, is not
what was pl anned | ong ago when this was first --

MR LORD: Yes. That's exactly right.
But |I'm sure nore people will be noving into Horry
County, so y'all mght be surprised.

SENATOR RANKIN: Al right. Anything
el se?

All right. Thank you, M. Lord.

MR. LORD: Thank you very nuch, sir.
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(The public hearings were concl uded at

12: 32 PM)
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CERTI FI CATE OF REPORTER

|, Bethanie K. Patterson, Court
Reporter and Notary Public for the State of South
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foregoing transcript is a true, accurate, and
conpl ete record.

| further certify that | am neither
related to nor counsel for any party to the cause
pendi ng or interested in the events thereof.

W tness ny hand, | have hereunto
affixed ny official seal this 18th day of My, 2013
at Col unbia, Richland County, South Carolina.

Bet hani e K. Patterson,
Court Reporter

My Conm ssion expires
January 15th, 2023
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