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1 CHAI RVAN LEATHERVAN:  Looks |i ke we've got
2 a quorumtoday, so we'll get started.

3 First up, | think, is Central. They asked
4 to be heard by their people, and the commttee
5 sure wants to hear fromyou, so who is going to
6 present ?

7 MR COU CK: M. Chairman, M ke Couick

8 with the Electric Cooperatives of South

9 Car ol i na.

10 MR. SHEALY: M. Chairman, before we

11 receive any testinony, we will need to swear in
12 t hose who wi Il be speaki ng today.

13 So everyone who will be comng to the

14 podi um t oday, woul d you raise your right hand.
15 Do you swear that the testinony you give shal

16 be the truth, the whole truth, and nothing but
17 the truth, so help you God?

18 (Wtnesses so sworn.)

19 MR. COU CK: Thank you, M. Shealy.

20 M. Chairman, thank you for the opportunity to
21 appear before you.

22 | ' m acconpani ed by Rob Hochstetler, who is
23 the CEO of Central Electric Power Cooperative;
24 Mark Svrcek, who is the Senior Vice President
25 of Menmber Solutions at Central; and John
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Ti encken, who is their general counsel.

Central is here today to answer questions
that we've heard asked by this commttee about
six different matters, and any other nmatter.

The first matter is Central's current
rel ati onship with Santee Cooper; Santee
Cooper's resource plan; Central's opt-out
rights; the gypsumcontract; Central's interest
In a regional transm ssion organi zation, or an
RTO and the State's opportunity to inprove
of fers.

W' ve heard over the |ast several days a
nunber of you ask questions on those matters,
but any other matter, we really want to answer
t hose questi ons.

M. Chairman, | asked for the opportunity
to go first because |I'mhere in the capacity
different than Central. |1'mhere as the CEO of
t he statew de associ ati on of our nenber
cooperati ves.

| have 18 other CEGCs here with ne today in
t he audi ence. There are 20 cooperatives; 18 of
those were able to nmake it today. Over the
| ast two to three years, they've shared with ne

their frustrations. And | hope you'll let ne
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share those wth you today, not fromthis

vant age point of Central, but of these | ocal
cooperatives in their relationship through
Central with Santee Cooper. Because Central is
really nothing nore than a reflection of the
denocratic vote of these 20 nenber cooperatives
of Central. Your |ocal cooperative, your hone
cooperative, your neighbor, is really a
conponent of Central. And | hope that you w ||
give ne 15 mnutes, maybe, to go through a I|ist
of things they've shared with ne recently about
t hat rel ationship.

M. Chai rman, nothing would give ne nore
pl easure -- | mean this -- than to stand up
here today and tell you about the restored
trust between the cooperatives and Santee
Cooper that has unfol ded over the | ast eight
nont hs. Not hi ng woul d make nme happier than to
say, with the new | eadership at Santee Cooper,

t hi ngs have gotten better. That is not the
case.

M. Chairman, unfortunately, ny role today
Is to give voice to longstanding -- not just
the | ast eight nonths, but also recent and

continuing frustrations of these |ocal
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1 cooperatives with Santee Cooper, its board and
2 managenent, and to plead with you for help in

3 resol ving these issues.

4 M. Chairman, you're the owners of Santee
5 Cooper. In 2005, one of the last things |

6 wor ked on as a staffer for you was Santee

7 Cooper reform And you nade it clear in that

8 | egi sl ation that you passed that year that

9 nobody coul d sell Santee Cooper w thout the

10 perm ssion of the General Assenbly.

11 You stepped in the position of being the
12 owner of a great asset. You appointed stewards
13 of that asset, and you called themthe board of
14 Sant ee Cooper. They in turn hired nmanagenent
15 to be a steward over your asset -- not their

16 asset: Yours.

17 M. Chairman, they' ve wasted your asset.
18 It's just that plain, that what you had,

19 t hey' ve wast ed.

20 M. Chairman, over the past decade, our

21 cooperative -- local cooperative |eadership has
22 cone to believe that Santee Cooper's board and
23 managenent either, one, doesn't care as when we
24 share things wwth them ideas, suggestions; or,
25 nunber two, they just don't care.
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And | want to give you about seven or
ei ght exanpl es of where, over tine, we' ve
shared t houghts, concerns, suggestions, and
either they don't hear us or they just don't
care.

In 2010, then-CEO of Central, Ron
Calcaterra, at the direction of Gary
St ooksbury, who is the CEO of A ken Electric
Co-op -- | think Gary is in the crowd today --
was then the chairman also of Central. He told
Ron to send a letter to Santee Cooper's board,
not to Lonnie Carter, but the board. He was
concerned that the board hear how we felt about
t he nuclear units at Jenkinsville.

Again, M. Chairman, this goes back to
2010. I'mgoing to read you a paragraph out of
it. This was to L.L. Thonpson:

“In the Cctober 8 neeting, Central
confirmed its belief that the nucl ear expansion
shoul d continue, but the current 45 percent
share to which Santee Cooper is commtted nust
be changed, preferably to 10 percent or |ess.
The bal ance of the Santee Cooper share should
be nade available to regional utilities.

Central made it clear they would not support
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t he nuclear going forward if the 45 percent
remai ns unchanged. This is in spite of the
fact that Santee Cooper has al ready spent in
excess of $600 million, spending approxi mately
a mllion dollars a day."

And listen to this foresight,

M. Chairman, on the part of the co-ops:

"It is better to take the | oss of the
current investnent rather than accept in excess
of $5 billion at that time in debt for units
whi ch are not needed at the tine they are
currently schedul ed.”

It's not that these units were just not
finished; we didn't need all this capacity.

M. Chairman, he goes on to say:

"To this point, we have been assured by
Sant ee Cooper managenent" -- again, they told
us: We've got it sold. You ve either got it
sold in Florida, Al abama -- you don't need to
worry about this. W've got it. You don't
need to worry about helping us sell it to Duke
Energy Carolinas or anybody. W've got it sold
I n other states.

To this point, we've been assured by

Sant ee Cooper managenent that everything that
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can be done to sell the excess capacity is
bei ng done.

So, M. Chairman, that was on COctober 18,
2010, to the board chai rman of Santee Cooper.
What did we hear back? Crickets. Crickets.

So on June 8th, 2011, Gary, as is his
style, takes things in his own hand and wites
his owmn letter to L.L. Thonpson and says:

"W would |ike an update on the status of
efforts to reduce Santee Cooper's ownership
share of the nuclear units in Jenkinsville and
an update on the construction and permtting of
the sane in its place."

M. Chairman, what did we hear? Crickets.
They had it handl ed.

M. Chairman, Gary sent that letter to the
chai rman because, again, there was a concern
that the board may not know how the co-ops felt
about this inportant decision that Santee
Cooper was nmki ng; that perhaps there was a
gat ekeeper that was keeping informati on away
fromthe board.

In this case, we went straight to the
chai rman and said, "These are our concerns.”

M. Chairman, we didn't know the units

EveryWord, Inc. Court Reporting Page: 10 www.EveryWordInc.com



Senate Finance Meeting

1 were going to fail. W didn't know they were
2 not going to be conpleted, but what we did

3 know, that 45 percent was too big of a bet for
4 a small utility.

5 M. Chairman, we know how it played out

6 now. Many of those 2010-2011 board nenbers

7 still serve on the Santee Cooper board. Those
8 board nenbers that were with you over the | ast
9 several weeks, they're still there. Either

10 t hey knew or they should have known, based on
11 this letter.

12 M. Chairman, | want to tell you

13 personally, since 2010-11, I've nmet with --

14 along wwth Central and |ocal co-ops, |'ve net
15 W th every gubernatorial appointee to the

16 Sant ee Cooper board in advance of their

17 screening by PERC and shared with every one of
18 t hose sane concerns. So even current board

19 menbers that cone after 2010-2011 are wel |

20 aware of the co-ops' |lack of appetite for that
21 kind of risk there, even before this thing

22 started disaggregating in terns of not being
23 construct ed.

24 M. Chairman, that arrogance is what |ed
25 the co-ops in 2013, when Santee Cooper cane to
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the co-ops and said, "W've got to extend your
contract.” And the reason they wanted to
extend it from 2030 to 2058 was they had to get
financing for the nuclear units, and they
needed a |l ong period of tinme so as to nmake it
af f or dabl e.

And what the co-ops asked for in return --
and, again, this is |local co-ops, through
Central, not Central -- was, "W want an
opt-out. We don't want to be |l ocked in to your
bad decision-making in the future as it rel ates
to generation transm ssion."

So that opt-out provision that you hear so
much about was bargai ned for for that
extension. And that's both for transm ssion
and bui | di ng new generati on.

This was not the first failure, at
Jenkinsville, Units 2 and 3. |If you'l
remenber, the Pee Dee coal plant, which was
going to be the last major coal unit built in
the United States -- in the face of what was
going to be a carbon tariff, in the face of
fracked natural gas, in the face of reduced
| oad because of the econonmic turnback -- we had

to battle, along with the environnental
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community and others, to get Santee Cooper to
relent and not build a coal plant. By the tine
t hey stopped, they had put hundreds of mllions
of dollars into an investnent that we continue
to pay for.

M. Chairman, they didn't have all the
necessary permts. They should have seen the
witing on the wall that it wasn't a good
decision. But, again, that arrogance of they
just either didn't hear us or they didn't care.
And that's the thenme, M. Chairman, for the
| ast 10 or 11 years.

M. Chairman, we wote you a letter. And
| think we've handed up the letter. It's dated
March 3rd, 2016. And sone of you on this
commttee were on a joint conmttee to consider
t he oversi ght of Santee Cooper.

Wth apol ogies to Jonathan Swift, we
brought you a nodest proposal. And that nodest
proposal was, give us annual oversight of the
Sant ee Cooper board.

The frustration was, the only tine we got
to comment on Santee Cooper board perfornmance
was when a board nenber was appoi nted and PERC

woul d hold a hearing. O course you got a
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1 new y appoi nted board nenber, good peopl e.

2 They're not going to be able to be responsive
3 to questioni ng about what's going wong at

4 Sant ee Cooper. They haven't gotten there yet.
5 And it was rare to have an incunbent up for

6 appointnent. And it was even rarer to have an
7 | ncunbent chairman up to be screened.

8 So that was the only opportunity the

9 co-ops had to comment on a formal way on our

10 frustrations with Santee Cooper.

11 M. Chairman, what we asked for in an

12 annual oversight by PERC, Senator Al exander,

13 was that we get the sanme opportunity to conment
14 we had on the Public Service Conm ssion and the
15 O fice of Regulatory Staff.

16 M. Chairman, those board nenbers, sone of
17 themstill serving, including sone of their

18 | eadershi p, | obbied, along with Santee Cooper,
19 to kill that request. M. Chairnman, we asked
20 for just oversight, not control. Gve us a

21 pl ace to voice these things.

22 So, M. Chairman, if you perceive or if

23 any nenbers perceives angst on ny part, it's

24 pent up, and I"'mreflecting the feeling of 18
25 CEGCs of we've not had an opportunity to be in a
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forumli ke this.
And, M. Chairman, it took the Cook

litigation and test-the-nmarket legislation to

get this. MIllions of dollars spent on
| awyers. Ml lions of dollars spent on
I nvest nent bankers. MIlions of dollars spent

on ot her advisers, both for us and all the
parties. Wy did it take that? Either they
didn't hear us or they didn't care.

M. Chairman, that 2016 letter did not
cover the issue of audits. |If you think about
a business that charges Central what they
believe are going to be their costs, our share
of costs, we don't pay a rate per kW,; we base
it upon cost causation. W pay a portion of
the cost that we cause. So they project that
for a year, and then at the end of the year,
they true it up. And what they figure is what
we really owe.

So the co-ops, through Central, have a
right to audit those expenses, and we have a
right to disagree with Santee Cooper how t hey
al l ocate those costs.

M. Chairman, that's done on an annual

basis. M. Chairman, we have outstandi ng
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1 audi ts unresol ved going back to 2015, totaling
2 $100 million in differences.

3 M. Chairman, that |eadership failure

4 extends through the current board and current

5 managenent that we tried to resolve these

6 I ssues. M. Chairman, | don't represent that

7 we're a hundred percent right on those

8 differences, but this is a matter that's not

9 even bei ng resol ved.

10 And | will give you an exanple of one

11 that's worth 50- to $60 nmillion. M. Chairnan,
12 when the Pee Dee coal plant failed, when they
13 pul l ed the plug on it, Santee Cooper cane up
14 with a rul e about how they were going to

15 al l ocate those costs to co-ops, to Central.

16 M. Chairman, when Units 2 and 3 at

17 Jenkinsville failed, they said, "That rule,

18 that related to a failed coal plant, is not the
19 rule we're going to apply for Jenkinsville 2
20 and 3; we're going to have a different rule.

21 And that rule is going to nean that you owe

22 50- to $60 million nore than you woul d under

23 the Pee Dee coal plant rule.™

24 M. Chairman, that 50- to $60 million is a
25 huge part of that $100 million in differences.
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1 M. Chairman, we've raised the 2015, 2016,

2 2017, and 2018 issues over and over again, to
3 managenent; to the executive commttee of the
4 Coordi nati on Agreenent of Santee Cooper --

5 which is half co-op, half Santee Cooper board
6 menbers -- we've done it in public foruns;

7 we've done it privately; we' ve done it

8 formally; we've done it informally.

9 Think of it. '15, '"16, '17, '18 audits

10 remai n unresol ved.

11 So, Senator from Newberry, |'ve got Keith
12 Avery here with nme today from Newberry El ectric
13 Cooperative. |'ve sat through neetings with

14 Keith, and he says, if we're going to approve
15 this Cook settlenent, what about the

16 $100 mllion? They prom sed to pay back

17 $200 mllion to ratepayers. They're going to
18 cut rates, freeze rates, but are they counting
19 on using that $100 mllion, Mke? O are we
20 going to resolve '15, '16, '17, '18, under the
21 busi ness rules that we've got, or sonehow

22 they're counting on using our noney, our noney,
23 to solve this |lawsuit.

24 M. Chairman, | told you | need your help.
25 These things need to be resolved. They need to
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be resol ved so trust can be restored. There is
no trust between Santee Cooper and the electric
cooperatives; not Central, but the nenber

el ectric cooperatives. And these unresolved
audits are an issue that either they don't hear
us or they just don't care.

M. Chairman, the gypsumcontract: You' ve
heard about it. You know, you can debate
whether it was a good busi ness decision back in
early 2000 to agree to sell gypsum And we get
it. W don't argue about the gypsum contract,
but it's a matter of adding insult to injury,
Senat or from Beaufort.

Do you realize they charge us 9 percent
profit on that; that when they pay for that,
they charge us 9 percent on a bad deci sion?
Just like we'll pay 9 percent on the bad
deci sion of Pee Dee coal and the nuclear units.

M. Chairman, that's how t hey nake noney.
And when you believe that your way of naking
noney is to charge whatever you spend, and you
don't have accountability, you're not being a
good steward of the State's asset.

M. Chairman, that's why we're here today.

How are the rules going to change so that we
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1 don't have things like insult to injury, or

2 crickets, in the future? How do we have people
3 t here that understand busi ness? How do we have
4 peopl e there that understand rel ati onshi ps?

5 How do we have people there that wll

6 understand loyalty and trust? How do we have

7 people there, M. Chairman, that will be as

8 good as a handshake, rather than going on

9 litigation?

10 So noving on fromthe gypsum contract,

11 M. Chairman, | will say that David Watson from
12 Laurens, Senator from Laurens, has sat

13 t hrough -- over the past three years, David

14 spent 20 percent of his tine trying to resolve
15 the financial deficit of where we are with

16 Jenkinsville Units 2 and 3. He and | see each
17 ot her nore than we probably see our w ves.

18 But he's worked mainly on the trust

19 deficit, of how do we get back to where we need
20 to be? And he was the one that | tal ked about
21 this insult to injury, about the 9 percent

22 profit on the gypsum It's just one of those
23 things like pouring salt in a wound. And you
24 go, "It's bad enough there's a bad deci sion,

25 but why do you charge us profit on it?"
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M. Chairman, the centerpiece of Santee
Cooper's current reform plan, what they've cone
to you and bragged about, is the closing down
of Wnyah and buil ding natural gas. A great
idea. M. Chairman, we started sharing that
w th Santee Cooper in 2016, 2017, and 2018.
That was a co-op idea that cane out of
M. Hochstetler and his team "Let's close
down Wnyah, and let's replace it with sone
nat ural gas."

It went so far, M. Chairman, in January
of last year, 2019, there was an executive
commttee neeting of the Coordination
Agreenent -- half Santee Cooper, half co-op --
presentati on made by M. Hochstetler on the
gypsum contract, the 9 percent profit, but also
you really ought to study closing Wnyah.

Don't take nmy word for it; they've got
tel evised tape of what M. Hochstetler
presented. M. Chairnman, a notion was nade to
study closing Wnyah. Al of the Santee Cooper
board nenbers voted against it, including their
current acting chair.

M. Chairman, cone back forward to

Sept enber, when they get new managenent, and
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that gets to be the centerpiece of their
proposal : C osing Wnyabh.

VWhy? What's the difference? Wy are
co-op ideas autonmatically bad and di sm ssed
versus enbraced?

M. Chairman, Larry H nz, Coastal Electric
Cooperative CEO and the chair of Central, was
at that neeting. He and a couple other CEGCs
are in this room There were four current
Sant ee Cooper board nenbers at that neeting.
And, again, the notion was made, | think, by
M. Hnz, and it was a half-half vote, 50-50;
so it failed.

VWhat's going on here, M. Chairman? 1Is it
hubri s?

Dwayne Cartwright -- where is Dnayne? --
Ber kel ey El ectric Cooperative. The delivery
points. And |I'mnot going to get into what
this neans by way of technol ogy, because it's
got to be a joke. I1've got a literature degree
and a |l aw degree; I'mnot sure why I'min this
busi ness. But the delivery points would save
$1.5 million for co-op people if we could bid
t hem out and have the choice of another

supplier providing electricity to those
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delivery points. They're our delivery points;
they' re not Santee Cooper's.

We did reach a contract with Santee Cooper
earlier in our relationship with them back in
2012. They got a five-year agreenent.

M. Chairman, we bid it out again. W found

t hat anot her provider could actually sell
cheaper electricity into those delivery points.
It helped all 20 electric cooperatives.

M. Chairman, that bid has been bought,
because Santee Cooper will not rel ease those
delivery points. And ny understanding is
they're required under FERC to have to rel ease
it.

They argued that sone ot her agreenent has
preenpted that. M. Chairman, | have no
readi ng of any of these agreenents that it says
any such thing.

And, M. Chairman, saving $1.5 mllion is
| nportant these days and tines. It infuriates
Dwayne. And to Dwayne, | think it points out
there's nore than a failure of a nowretired
CEO at Santee Cooper, as |'ve heard this week
and | ast week, that it was just one person.

Thi s conti nues on even now. It's a board
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1 | eadership failure. It's a current nmanagenent
2 failure. This issue continues, M. Chairnman.

3 Do they not hear Dwayne, or do they just

4 not care?

5 M. Chairman, this is about the future,

6 what deci sion you nake about your assets about
7 the future. And Senator from Beaufort, you and
8 |'ve tal ked about this; the future is going to
9 be different in the energy sector. |It's going
10 to be about market forces. It's going to be

11 about not putting all your noney into steel and
12 concrete. |It's going to be about renenbering
13 the other side of the neter when you think

14 about things.

15 There's no better person in this roomthan
16 Bob Paulling, the CEO of Md-Carolina Electric
17 Cooperative, Senator from Lexi ngton and Senat or
18 fromAi ken. Bob sees the future. He's put a
19 | ot of noney into investing in the ability to
20 work with his nenbers to allow themto be a

21 part of that future.

22 A | ot of that depends upon a transm ssion
23 system M. Chairman, that the co-ops

24 originally built, we paid for, and then we gave
25 it to Santee Cooper. |If you | ook at the
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ri ght-of-way for Santee Cooper's transm ssion,
nost of it's still in the nanme of Central
El ectric Power Cooperative.

That transm ssion was built to carry our
| oad. W gave it. W gave it to them But
when we tal ked to them about "What are you
going to use that transmssion for?" |[It's
about their own steel and concrete. |It's about
the traditional conventional vision of "W
bui | d power plants, and we put steel and
concrete in the ground, and we don't think
there may be a better alternative a state or
two away that we live in, or naybe join an RTO
li ke PIM ™"

So, M. Chairman, when you think about
what you're going to do with your asset,
remenber, it's not just about the failures of
the past; it's about the opportunities of the
future. And, M. Chairnman, Bob Paul | i ng woul d
tell you that transm ssion systemis key, and
It needs to be built out in a different way of
just serving just where we are; it needs to be
built reaching toward where there may be ot her
suppl i es.

Senator from Berkel ey, you nod your head,
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but you've heard this so nuch from one of your
key constituencies down there. W' ve got to
have a vi brant enlarged transm ssion system

So, M. Chairman, one of the things we
offered in the negotiations over the Cook case
is: Sell it to us. Let us be the steward of
that transm ssion system And it wasn't
because we just wanted to own it. W're
concerned that whoever buys it is going to use
it to hold us hostage, and to hold us hostage
toalimted view of the future.

M. Chairman, you think about what you're
responsive to. You're responsive to the ball ot
box. Every one of the votes you naeke here,
every one of the decisions you, in your own
mnd, test it through: How are the fol ks back
honme going to think about it?

You're | ooking at 18 CEGCs that were
el ected by 18 boards that are worried about how
the ballot box is going to treat them They're
worri ed about that annual neeting. Can they
share wth their nenbers not only about current
deci si on-nmaki ng, for current events, but are
they taking care of the future?

M. Chairman, denocracy really sharpens
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your senses. It nmkes you accountable. It's
the best formof regulation, | believe. It's
that | ocal input that sharpens people |like Jim
Lovi nggood, at Blue Ridge El ectric Cooperative,
to focus on what his nenbers want and need. It
may not al ways be | owest price; it may be
reliability. It may be an investnent in
community. But | would tell you, Bob Paulling
woul d tell you, it's about the future, and not
to have a limted view of the future.

M. Chairman, |'mgetting near the end,
but I wll tell you a couple of other issues.

Attorneys' fees: W pays then? | work
for 1.6 mllion South Carolinians that get
their electricity froma cooperative. And the
way | look at it, Senator from Beaufort, |
shared this concern with Berl Davis at Pal netto
El ectric Cooperative: It looks Iike we're
going to end up paying attorneys' fees for
everybody. W' re paying our own attorneys'
fees. W're going to pay the plaintiffs'
attorneys' fees. And if we don't change
history, we'll be paying about 70 percent of
Sant ee Cooper's attorneys' fees.

M. Chairman, | can share with you that |
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was not in the negotiations in the Cook case; |
was not in the negotiations wth Marcia Adans
at DOA, but | heard a lot about it, and | heard
simlar issues going on. It was issues of the
| awyers or others del aying, deferring, changing
di rections, and harassing. The focus wasn't on
getting at truth in either venue; it was at
what can we do to drag our feet, on the part of
Sant ee Cooper ?

And what that neans, that we're spending
nore and nore dollars on attorneys' fees. And,
again, who is going to end up paying thenf? Are
your nenbers, your electric cooperative
nmenbers, going to pay for everybody's
attorneys' fees for things we've been
suggesting for years?

M. Chairman, where we are with the reform
plan, it is amracle. |It's just a commtnent
to return to the best utility practices, things
t hey shoul d have been doing already. W're
payi ng attorneys' fees to get people to do what
t hey shoul d already be doing, things that we
have been sharing with them-- |'ve been with
the co-op, it'll soon be 15 years -- things

we' ve been sharing with themfor a decade and a
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hal f .

And we paid this nuch noney to get themto
do what they ought to be already doing. It
took Act 95, "test the market" in the Cook
litigation, to get there.

M. Chairman, every one of the suggestions
|'ve given you today, | believe, would survive
the test: |Is this a good utility practice? W
base it on FERC standards. W base it on what
ot her foruns are doing, other jurisdictions.

But it took all that effort to get there.

M. Chairman, |I'lIl end with -- I wsh |
could tell you that things have gotten better
with the new admnistration. They haven't. |
concede that our ability to work together has
been constrai ned by our insistence on abiding
by the restrictions about Act 95.

M. Chairman, | w sh the other Senat or
from Al ken was here. | heard his remarks on
the floor of the Senate about what Section A of
Act 95 neant.

W got it. You' ve not seen a |lot of
comruni cation from co-ops outside of this
forum But, M. Chairman, we've sat there for

nont hs, nmy CEGCs have sat there for nonths,
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seeing e-nmail after e-mail headed by "facts are
facts.”

M. Chairman, we were quiet. W didn't
say anything, but it was frustrating, because
t hey woul d have |liked to have had sim |l ar bold
headl i nes saying "insult after injury."”

M. Chairman, you'll have John Tiencken up
in a mnute. | hope you'll listen carefully to
hi m descri be not only the results of the
negoti ati on process, DOA, but also how the
process kind of evolved in fits and starts, how
hard it was to get started.

M. Chairman, you'll recall |ast summer
you and | had a nunber of calls trying to just
get the noney pulled together to get "test the
mar ket" done. And the co-ops were all in. O
that $15 million that Santee Cooper was asked

to pay, we paid 70 percent.

M. Chairman, | want to close by giving
you one ot her docunent. | think Kate may have
it up on your screens. |It's the SEC conpl aint.

"Il ask you to go to paragraph 84 of that
conpl ai nt.
l"'msorry, M. Chairman. 1'Il read, just

briefly. This is out of the civil conplaint
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that was filed | ast week.

M. Chairman, "On April 6, 2015, Steve
Byrne received an e-nail from Santee Cooper's
seni or vice president for nuclear energy
regardi ng the schedul e del ays and cost overruns
on the expansion project. The e-nmai
reiterated what had been di scussed at the
March 6 neeting, and included several charts as
attachnments that visually depicted the |ack of
progress on the project."

M. Chairman, it goes on to describe and
provi des the graph of what they knew was very
different than what they were sharing,

I ncl udi ng what they were sharing with their own
70 percent paying part of the bills. Wat they
knew, board and managenent, was not what they
wer e shari ng.

M. Chairman, it's disappointing that this
commttee will not have access to the discovery
devel oped in the Cook case. You will not have
the opportunity to see what went on there, to
make sure that people did not know what was
going on -- | don't nean SCANA; | nean SCANA
and Sant ee Cooper -- that you would see that

their current | eadership at Santee Cooper, that
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1 had the opportunity to nmake a difference, when
2 they actually had the Bechtel report, maybe for
3 15 or 20 mnutes, but they didn't do anything

4 about it.

5 M. Chairman, it wouldn't have saved all

6 the noney that's been | ost on those two hol es

7 in the ground in Fairfield County, but it would
8 have stopped it a |ot earlier.

9 M. Chairman, | appreciate the tine you' ve
10 given nme today. Thank you very nuch.

11 CHAI RVAN LEATHERMAN: | thank you.

12 Il wll allow nenbers to ask questions.

13 I'd ask that nenbers, when you ask a questi on,
14 make sure you ask hima question, not to nake
15 statenents. You know all of us, Lord knows,

16 | i ke to make statenents.

17 Who's first, Mke? There's atinelimt
18 on this.

19 MR. SHEALY: M. Chairman, Senator Croner
20 s first.

21 CHAI RVAN LEATHERVAN:  How many nenbers

22 will we have?

23 MR, SHEALY: Two right now, Senator Croner
24 and Senator Coui ck.

25 CHAI RVAN LEATHERVAN:  Senat or Croner.
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1 SENATOR CROVER:  Thank you, M. Chairman.
2 And, M ke, you know, the nore testinony

3 we' ve received here over the last two or three
4 weeks, the nore conplex the issue becones. W
5 keep seeing other variables that are thrown

6 I nto the equati on.

7 The first one we heard from was Next Er a,

8 and then of course Dom nion's managenent, and

9 Sant ee Cooper, and now Central. And one of the
10 t hings that stuck out to ne a couple of nonths
11 ago, | heard sone people tal k about the

12 probl ens that you fol ks had had in dealing with
13 Sant ee Cooper.

14 And you were here |last week. | think you
15 may have heard ne ask the question of the board
16 nmenbers and M. Bonsall about the arrogance of
17 Sant ee Cooper board in dealing wth

18 especially -- nore especially Central, but

19 probably a | ot of the other fol ks that they

20 dealt with al so.

21 Did you know that in our capacities, we

22 sonetimes have to appoi nt boards and

23 commi ssions? And | use -- like to use the term
24 that we'll have a board that's not doing

25 exactly what they should be doing, and we'll
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1 find sonebody we think can do a great job. And
2 so not to take away fromany of the governor's
3 appoi ntnents, but when you appoint those folks,
4 you expect themto go do a great job for you in
5 turni ng those boards around.

6 But we all term-- several of us termit

7 as going native. Once they get on the board,

8 then they fall in line with the other nenbers

9 of the board in nmaking their decisions and

10 everything el se that's done.

11 So would you say that you have seen that
12 to be the case in sone of the governor's

13 appoi ntnents, the fornmer governor's

14 appoi nt nent s?

15 MR COUCK M. Chairman, it's a very

16 conpl ex business, electric utilities. You put
17 sonebody not famliar with it in a position --
18 bei ng on the board, they are going to have to
19 rely on sonebody to provide theminformation.
20 Sant ee Cooper's board is really their

21 version of the Public Service Comm ssion. How
22 woul d you view it if the Public Service

23 Commi ssion had to rely only on Dom ni on or Duke
24 for information, as a regul atory capture?

25 You' ve got a board down there that's
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supposed to reqgqul ate rates and everything el se
about that utility's operations, because
they're not under the Public Service

Comm ssion, and the only one they can hear from
Is the people that are actually managi ng the
busi ness, because they shut everybody el se out.

M. Chairman, there are two ways to really
have utility accountability. The one | believe
in is denocracy at the ballot box in co-ops. |
saw a whol e board turned out |ast year at
Tri - County, because things had gone wong, and
the co-op nenbers took their board back.

That's one way to get accountability.
That's how you have accountability in the
Senate and the House. Oher than that, you' ve
got to have reqgulatory accountability; you
don't have any.

Senator Croner, | would go toward you' ve
dealt with this before.

Anot her one of the great assets of South
Carolina is its historic black coll eges and
uni versities. Wen you | acked confidence in
South Carolina State's | eadership several years
ago, what did you do? How did you approach

getting it turned around? What was the | evel
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of revision you did to their board? Wat kind
of people did you try to put there in order to
turn it around?

So if you're going to save Santee Cooper,
M. Chairman, | hope for a |ot of people's sake
there's a ot of attention on everybody bel ow
the fifth floor of Santee Cooper, because they
do great work, and they're good to work wth.

If you're going to turn it around, it's a
cultural problem How do you turn around a
cul tural problenf

Senator from Berkeley, | see you noddi ng
wth ne.

You' ve got to figure out the shock-and-awe
approach that's going to work.

SENATOR CROVER:  Thank you, M ke.

Al ong that sane |ine, you nentioned
Central trying to talk them out of purchasing
45 percent. And | have scol ded themon the
coupl e of occasions that we have net together
about not one, but two, new nucl ear power
pl ants purchasi ng 45 percent.

| told themthat, to ne, that's about Iike
a frog trying to swall ow a six-foot snake. |

nmean, there was no way | could see that working
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for Santee Cooper. They were just too small to
be trying to absorb 45 percent capacity in two
nucl ear pl ants.

So did you know that we are a hundred
percent together on that? That was a
decision -- | nean, hindsight is great, but
that was a decision that shoul d never have been
made in the first place.

MR COUCK M. Chairman, |et me share
with you the alternative the co-ops presented
that either they did not hear or they did not
care about.

Ellen Ruff, the then-president of Duke
Energy Carolinas, cane to ne and Ron Cal caterra
and said, "W want to be in Jenkinsville. W
believe it's right to build two nuclear units.”

You build two because you get econom es of
scale. You don't save noney on the first unit;
you save it on the second one, Senator. They
wanted to have a | arge presence. They wanted
to do it at a tinme they could have had an
| npact on the managenent of the project, not
after all the docunents had been signed. They
coul d not even get a neeting with Lonnie Carter

or Kevin Marsh. So we asked for ORS to help us
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arrange those neetings, and we did.

M. Chairman, this is a paraphrase, but
what we heard back was, "We don't want Duke in
this project. They may try to tell us howto
doit. And God forbid that sonebody woul d have
cone in and help."

So, M. Chairman, if they had been part of
it, Santee Cooper's share woul d have been | ess,
and we woul dn't be tal king about co-op nenbers
bei ng on the hook, absent change, for $6.5
billion, once you add in profit and interest,
$6.5 billion over tinme. W wouldn't be here.

SENATOR CROVER: M ke, let ne say that any
of the options, other than an outright sal e of
Sant ee Cooper, that there is no doubt --
everybody's tal king about it -- there would
have to be a new governance structure. There
woul d have to be.

| thought about the -- just personally,
the process of -- still, you' ve got to have a
board or a comm ssion. And the possibility of,
| think, Central, fromwhat |'ve heard, you're
the maj or custoner for Santee Cooper.

MR COU CK: 70 percent.

SENATOR CROMER  So sonehow or anot her,
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1 Central probably -- and | know this is unusual.
2 You don't nornmally have sonebody that's buying
3 froma conpany to be part of the board of

4 gover nance of that conpany, but the way power

5 I s assigned here in South Carolina, the

6 el ectric transm ssion business is a little bit
7 di fferent.

8 So, you know, | would like to see, maybe,
9 even Central having -- as long as there's

10 still -- if you are still buying over

11 50 percent of your power fromthat entity, that
12 you woul d have X nunber of seats on the board.
13 Have you all ever thought about it?

14 MR COU CK: M. Chairman, back in 2005,
15 when | was a staffer in this very room the

16 cooperative suggested that they have a majority
17 of the board of Santee Cooper. And then ny

18 chai rman, Senator MConnell, said, "That's not
19 ri ght because you shoul dn't have a custoner

20 control the supplier.”

21 SENATOR CROVER: That's the only downsi de.
22 MR. COU CK: But absent control, what does
23 It get you to be there in that board roon? And
24 | woul d encourage you -- you've got

25 representation required now for retired peopl e.
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1 You may want to think about whether you want it
2 to be a retirenent requirenent.

3 | would say sunlight is the best

4 di sinfectant. Have hearings; have rights of

5 i ntervention; have the ability to have the

6 Publ i c Service Comm ssion involved, to the

7 extent it won't endanger the bonds; have them
8 under the Gting Act, |like co-ops already are;
9 and have them be part of the process.

10 M. Chairman, co-ops shouldn't be special.
11 W just need to be |Iike everybody el se. W

12 have the opportunity to be heard and have an
13 | npact .

14 M. Chairman, | would argue that

15 environnental i sts deserve the sane opportunity
16 to intervene in a proceedi ng and have their

17 voi ce heard and have a board have to determ ne
18 what was right. They are your steward.

19 My good friend Keller Kissamtestified

20 here before: You can't serve two masters. And
21 so I"'mnot reluctant to endorse board

22 menbership for co-ops, but what |I'mrel uctant
23 to endorse is, that's enough. Because |'ve

24 seen co-ops suggest that a single chairnman,

25 Lei ghton Lord, would cure things at Santee
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Cooper. It didn't.

M. Chairman, we nmet with Governor Sanford
back in 2006 and tal ked about all of his
appoi ntnents. It didn't cure it. It's a
cultural problem It deserves sunlight.

SENATOR CROVER: Let ne ask you: You' ve
pur chased power from sone ot her sources, and
one of our options was Donm ni on nmanagi ng Sant ee
Cooper. Do you have a good wor ki ng
rel ati onship with Dom ni on, because you worked
with Dom nion, if that wound up being the
situation?

MR COUCK M. Chairman, | don't want to
express any opini on about anyone being --

SENATOR CROVER: W know you' re not
supposed to sway us one way or the other, but |
just want to know if there would be a working
rel ati onshi p, maybe not necessarily with them
al one, but with NextEra and Dom nion. Those
are the only other two there. Could you work
with thenf

MR COUCK: M. Chairman, it depends on
what their role is. The role, under the
Dom ni on managenent plan put forward, was they

were going to have three enpl oyees down there,
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1 and one of themwas not going to be the CEQ it
2 was going to be limted.

3 M. Chairman, let ne tell you a quick

4 story about ny relationship with Keller Kissam
5 When | first took this job, co-ops were

6 litigating 12 different cases with SCE&G One
7 of themwas the Dollar General case. And God
8 bless ny friend Gary Stooksbury back here.

9 They were litigating and had spent over

10 $100, 000 statew de over who was going to serve
11 what | thought was a Dol |l ar Cener al

12 di stribution center. It was a Dol lar GCeneral
13 store.

14 How | ong woul d it have taken to get your
15 noney back on that? So | said, "Keller, listen
16 to ne. Let's conme up wth sone ways we can

17 resolve things that we don't have to litigate."
18 We've not litigated one single thing in

19 the 12, 13 years since then. | don't want to
20 personalize it to one person, but it really

21 gets down to, what is the culture that you're
22 putting in place in an organi zation?

23 Keller really had an attitude that he'd

24 rat her ask for forgiveness fromhis | eadership
25 than permission. And he was willing to be
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bold. Just as long as you can be bold in
change and bring a culture of let's talk. Wth
Kel l er, he always heard ne. | always knew t hat
he got it. W nay not agree, but he al ways
heard ne.

M. Chairman, | don't offer that as an
endor senent of Keller or Dom nion or anybody,
but I"mtelling you, you can learn to get
along. Wen | first took this job, the problem
wasn't Santee Cooper; it was SCE&G

SENATOR CROVER:  And | wasn't | ooking for
an endor senent.

MR COUICK: Yes, sir.

SENATOR CROVER: | just wanted to know t he
wor ki ng rel ati onshi p, because it's obvious that
the working relationship with Santee Cooper's
board is not that great.

MR COUCK: It's not just the board,

M. Chairnman.

SENATOR CROVER: Ckay. Now, if you all
weren't buying from Sant ee Cooper, they would
probably fail, |I would think. They don't have
enough custoners to pay off all the debt that
t hey have ri ght now.

And you don't have to answer that.

EveryWord, Inc. Court Reporting Page: 42 www.EveryWordInc.com



Senate Finance Meeting

1 MR. COU CK: M. Chairnman, you' ve never

2 heard the co-op suggest that we don't want to
3 be part of a full solution. W get it. That
4 was ny prom se to the chairman when this "test
5 the market" started. W wanted to be in | eague
6 Wi th you as opposed to you.

7 SENATOR CROVER:  Ckay.

8 That's about all | had. | just wanted to
9 note that -- do you feel like -- and it sounds
10 | i ke what you just said -- |et ne back up.

11 There was one other question | neant to ask

12 you, and you don't have to answer it if you

13 don't want to.

14 The Cook litigation. | gathered, the

15 whol e tine | heard about the Cook litigation,
16 that that litigation was brought nore fromthe
17 standpoint of trying to force Santee Cooper to
18 sit up and take notice, or listen, or try to
19 work together, than it really was about the

20 recoupi ng of sone of the noneys that you all

21 had spent.

22 MR. COU CK: Senator, | have to disagree
23 with you on that. W didn't bring that

24 litigation. W were sued as a part of that

25 litigation. | had a visit fromthe trial
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| awyers in nmy office, and they said, "W want
to know whet her you've got a white hat on or a
bl ack hat on. Are you going to work for your
menbers or are you goi ng to work agai nst your
menber s?"

We brought the crossclaimlater. W are
still defendants in that litigation.

SENATOR CROVER: | received sone w ong
i nf ormati on.

Last question: Do you think or can you
foresee in the future that there could be, with
a new governance structure, there could be a
wor king -- continual working relationship with
Sant ee Cooper ?

MR COUCK M. Chairman, | live ny life
as an optim st, because | believe if |I'm any
way different, I'"'mgoing to |let the past
control the future. So |I'mw de open.

That letter that | wote on 2016,

March 2016, you see | said in that letter,

"Let's | ook forward, not backwards."

M. Chairman, |I'mjust here to share with
you, as the owners of your asset -- the co-ops,
not Santee Cooper -- you need to get the

stewardship that you deserve for that asset if
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1 you're going to keep it.

2 CHAl RVAN LEATHERMAN:  Next one?

3 MR. SHEALY: Next is Senator Scott.

4 CHAl RVAN LEATHERMAN:  Senator Scott, we're
5 going to try to stay on questions.

6 SENATOR SCOIT: [I'mgoing to try very

7 hard. And | know you'll be right there to nmake
8 sure | do that.

9 CHAl RVAN LEATHERMAN:  We' Il try our best
10 to.

11 SENATOR SCOIT: Mke, | heard you early

12 on. You said that Central remined quiet and
13 wanted to be good business partners. And with
14 t he experience you had com ng fromthe Ceneral
15 Assenbly, | find it odd that you would all ow

16 Central, even with all the letters that were

17 sent, not to figure out how to cone back to the
18 General Assenbly. So we woul dn't have known

19 back in 2010, '11, and even going forward, and
20 you being a part, a person who wote the

21 | egi slation, that it was failing.

22 | nmean, at what point in tine do you cone
23 back to us and say, "W've got a nmjor problem
24 It's not working," instead of waiting until it
25 just blew up and those kind of |osses actually

EveryWord, Inc. Court Reporting Page: 45 www.EveryWordInc.com



Senate Finance Meeting

1 occurred?

2 MR COU CK: |'mlooking at ny chairman of
3 the Public Uility Review Commttee as | answer
4 this question, Senator Scott.

5 W went to the | eadership not to conplain
6 about any particul ar decision, but trying to

7 get a better accountability of board nenbers.

8 W relied on legislative support when we
9 worked to kill the Pee Dee coal plant. It was
10 not killed in a vacuum W worked with various
11 parts of the |eadership to do that.

12 M. Chairman, when | said we were quiet,
13 It wasn't throughout tinme. It was since Act 95
14 was passed, is when we've been quiet. Because
15 we read the rules -- Senator Setzler and

16 Senator Massey read them-- is that we coul d

17 not engage in doing anything to directly or

18 i ndi rectly advocate our position.

19 That's the only tine we've been quiet. |
20 t hi nk the Senator from Cconee would affirmthat
21 t he PERC has heard a | ot fromus over tine

22 about the problens with Santee Cooper, and that
23 we' ve shared that with Senator Rankin, the

24 Senator fromHorry, as he screened nenbers of
25 t he board.
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That was our only opportunity to share,
and we did wite that letter in March of 2016.
You were the owner. You've got a |ot of issues
going on here at the CGeneral Assenbly. W
tried to go right to the joint commttee of
jurisdiction, and we tried to go to this other
comm ttee when they were created.

SENATOR SCOIT: Let's go back to screening
candi dates, quiet even during that process.

MR, COU CK: We were not quiet during
t hat --

SENATOR SCOIT: Did you participate in the
heari ngs about behavi or of the nenbers of the
board, behavi or of nenbers of the board and the
culture of the board? This is not going to
change by itself. Wat did you all do?

MR. COU CK: Senator Scott, if you think
about a screening, you've usually got a
br and- new non-servi ng appoi ntnent to the board.
| can think of a nunber of them over the years
where it's sonebody brand-new.

So what we would do, we had a not ebook
that was about this thick (indicating), and we
woul d go neet with that board nenber.

M. Midge, | nmet with himin Geenville, wth
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Charles Dalton. And we opened that notebook,
and with Central there, we went through that
not ebook fromthe front to the back, covering
all the issues that we were concerned about at
Sant ee Cooper.

And we did that in advance of Senator
Ranki n's Subcommittee of Judiciary and the PERC
Committee screening them W wanted themto be
aware of what our issues were. And then we
woul d go to the hearings and, if allowed, we

woul d parti ci pate.

SENATOR SCOIT: | heard you nention the
chai rman several tines. | think "the chairnman"
canme up several tines, |'mpretty sure. The

not ebook process woul d not have worked.
MR COU CK: Very rarely was there an
I ncunbent chairman, Senator Scott. | don't
think I remenber where there was a chairnman
t hat had been chai rman and then was up agai n.
| may be wong on that, but that would
have been the only tine that a | eadership
position on the board, wholly accountable for
everything, would have been in a position to
have been screened and hel d accountabl e for

what | call the cultural problem
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1 SENATOR SCOIT: Since the |egislation does
2 not call for the parties involved, as well as

3 the co-ops, Central to cone back and the co-ops
4 to cone back, when would the co-ops and Central
5 cone to the legislature and say, "Listen, we

6 need an update review back to the Ceneral

7 Assenbly about what's going on"?

8 MR. COU CK: Are you tal king about Act 957
9 SENATOR SCOTT:  Yes.

10 MR. COUCK: We're here.

11 SENATOR SCOTT: Because it went on and on
12 and on, and we | ooked at the change orders

13 t hensel ves since you had a problem and the

14 CO-0ps were paying the bill.

15 MR COUCK: M. Chairman, Act 95 was

16 passed, | guess, in May, June |ast year.

17 That's when the rules kind of went into place
18 about advocacy, indirect or direct. W've only
19 been quiet during that period. 1In fact, |'ve
20 reached out to Senator Leatherman, chairman of
21 this coomittee, and Chairman Smth of Ways and
22 Means, asking for an opportunity to tal k about
23 where things are in a way that was perm ssible.
24 But if you're tal king about pre Act 95,

25 pre Act 95, we utilized whatever was avail abl e
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to us by way of the joint commttee, PERC
other joint commttees, LCI Committee,
Judiciary Commttee, judiciary subcommttee.
W expressed this.
But, Senator, | want to share with you --
SENATOR SCOTT: Excuse ne. So the record
woul d reflect com ng back in a hearing process
to tal k about what was goi ng wong?
MR COUCK: M. Chairman, we did not know
what was goi ng wrong.

SENATOR SCOTT: But your bill continued to

go up.

MR COUCK: No, sir. In fact, the way
this is -- there are others that can speak to
this better.

The flow of nobney to pay for Santee
Cooper's part of Jenkinsville is a little bit
different than howit's being charged by
Dom nion. It's only beginning to cone in over
the last year or so. Qur bill was going up,
and we were asking questions of Santee Cooper;
not getting answers. And that's why that
| etter of March 2016 is so inportant.

What's al so inportant, if you'll look in

t he sumrer of 2016, the co-ops took the
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1 extraordinary step, Senator, of intervening in
2 the fixed price proceeding of SCANA. Because
3 what | asked for and what | testified is, "Gve
4 us a roadmap and a price tag."

5 And you can certainly find the record on
6 this, of we didn't believe there really was a
7 roadmap to get it finished. And the price tag
8 kept changing. And we wanted to know what was
9 the roadmap and the price tag.

10 And that proceeding, M. Chairmn, |

11 believe is ultinmately what resulted in an

12 agreenent for a fixed price. Less than a nonth
13 after the comm ssion ruled on that is when

14 West i nghouse and Toshi ba gave notice that

15 Westi nghouse was in trouble. | think they

16 counted on having a blank check to finish

17 Jenkinsville Units 2 and 3.

18 We participated. There's |ots of record
19 on that. Senator, we're glad to get it to you.
20 But the begi nning of 2016, when we saw there
21 were problens, really going back to | ate 2015,
22 we really stepped it up.

23 But until that point, all we knew was

24 anecdote. W were given anecdotes: There's a
25 problemw th a pour. The rebar has not been
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1 put down right. There was no roadmap. There

2 was no price tag.

3 Senator from Ri chl and, have you ever seen
4 those United Way bul bs they have out in front

5 of the courthouse, and you can see the progress
6 of getting to a hundred percent? | was | ooking
7 for sonmething that sinple, that co-op people

8 can | ook at and know where we were, both by way
9 of conpletion and doll ars.

10 Sant ee Cooper and SCANA never had that.

11 They never had it.

12 SENATOR SCOIT: So how did you -- ny | ast
13 guestion: So what did you do when you could

14 not get your neasuring stick and figure out pay
15 was equal to performance? And so did you --

16 MR. COU CK: Senator Larry Hi nz, chairnman
17 of Central and the CEO of Coastal Electric

18 Cooperative, wote a letter to Central -- |

19 nean, Santee Cooper -- in early 2018, and he

20 said, "We're not going to pay any nore than a
21 certain anmount. You've got to figure it out.
22 If you don't know what the price tag and

23 roadmap is" -- and |'mnot sure that Larry or
24 Central had the authority, and said, "W're not
25 going to pay."
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But he gave thema dollar figure and said,
"We're going to give you 90 days to figure it
out."”

That was us sayi ng enough is enough. They
heard that, and that's when they began really
studyi ng about whether it was snmart to go on or
not .

Senator, we're a custoner. W used every
opportunity we could to conplain as a custoner,
but we weren't in charge of it. | don't use
that as an excuse, but you were the owner. W
cane to you. You had a lot going on. W
under st and t hat.

W went to the Public Service Comm ssion,
t hrough the fixed price proceeding, and
ultimately it was that letter that said
self-help; we're only going to pay this nuch,
which is really what got their attention.

SENATOR SCOIT: Thank you, M. Chairnman.

MR. SHEALY: Next is Senator Setzler.

SENATOR SETZLER: Thank you, M. Chairnman.
Thank you, Mke. 1'll try to be brief.

O course I"'mextrenely famliar with the
co-ops and very close to the co-ops in ny

district and have been throughout ny service.
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1 | appreciate the trenendous service that they

2 provide to their custoners.

3 You nentioned a couple of things, right to
4 a hearing, citing -- putting them under the

5 citing, et cetera.

6 Can you quickly tell nme, one, two, three,
7 what those suggestions are.

8 MR. COU CK: Senator, would you allow your
9 nei ghbor and ny good friend, John Frick, to

10 cone up here with ne and help ne with that?

11 SENATOR SETZLER: If you'll tell ne what
12 time it is and not howto nmake a clock, I'll be
13 happy for hi mtoday.

14 MR. FRICK: Thank you, M. Chairman. For
15 the record, John Frick. | work with the

16 El ectric Cooperatives of South Carolina. Just
17 to give you our thoughts very quickly on things
18 t hat woul d hel p.

19 M ke tal ked about oversight. W suggest
20 oversight. It looks simlar to what is

21 required of the Public Service Conm ssion and
22 the Public Service Comm ssioners. You' ve got
23 that in the statute now. That goes through

24 PERC. And | know that the Senator from

25 Qconee is very --
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SENATOR SETZLER: You've got to talk into
the mc, John.

MR FRICK [I'msorry. [|'ll repeat that,
M. Chairman.

Model ed on the Public Service Comm ssion,
which is already in statute, where you have
oversi ght of the conm ssion or oversight of the
board itself and oversight of individual board
menbers, that's our suggestion. It would
foll ow sonet hing that the Senator from Cconee
Is very famliar wth.

W | ooked at S.1129, which is sonething
that | think the Senator from Berkel ey and the
Senator from Horry have been -- put forward.
Uility Gting Act mght nention that.

Senator, that would be sonething we think is a
good i dea.

Enhanci ng Santee Cooper's process, |IRP
process, integrated resource plan process, we
t hi nk would be a good idea. Both of those are
contained in S. 1129.

The idea that the board requirenents could
mrror those of the Public Service Conm ssion
with regard to qualifications, also in S. 1129,

we think that's a good i dea.
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1 Senator, the board could be given a new

2 mandate. One thing we' ve thought about is when
3 you did your ORS reform you gave the ORS a new
4 mandat e.

5 SENATOR SETZLER  Ri ght.

6 MR FRICK: It was very clear about what

7 the requi renents were, taking care of

8 custoners. W think an idea al ong those |ines
9 woul d be appropriate and hel pful.

10 Senator, you have an advisory board that's
11 consisted -- consists of the governor of the, |
12 think, the State treasurer, other folks. W

13 t hi nk incorporating those folks and their

14 recomendati ons, goals, sent to the PERC as

15 part of oversight, would be a hel pful step.

16 And then, finally, introducing sone |evel of

17 performance accountability.

18 So when you do the screenings -- nmaybe not
19 screeni ng; maybe "oversight” is a better

20 word -- when you do these oversight hearings,
21 | i ke they do for the Public Service Conmm ssion
22 or Comm ssioners, and the PERC can give them
23 goal s, and that those goals and recommendati ons
24 are incorporated in sone way into the duties of
25 the sitting board nenbers, so that there's sone
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1 accountability on the back side for them doing
2 their jobs in the way that you asked themto do
3 their jobs.

4 And, Senator, we're happy to provide

5 | anguage or thoughts of |anguage, if that's

6 hel pf ul .

7 SENATOR SETZLER: That's fine. Thank you,
8 John.

9 MR. FRICK: Thank you.

10 SENATOR SETZLER: And, M ke, you nentioned
11 Act 95 several times, and the fact of no

12 communi cati ons, no advocacy, et cetera. Let ne
13 assure you -- did you know that we are well

14 aware of who has conplied and who has not

15 conplied? And it continues to apply until the
16 General Assenbly finishes with this matter.

17 MR. COU CK: Yes, sir.

18 SENATOR SETZLER  So don't think we don't
19 realize who is doing what relative to that

20 aspect of it.

21 | want to ask you about the coordination
22 agreenent, and | also want to get sone

23 clarification fromyou. As you said, this is a
24 very conplicated business, the energy business.
25 The opt-in -- and by the way, | think the
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1 co-ops and Central have great negotiating

2 power, which they have used to their benefit,

3 and they are to be commended for that. There

4 m ght be sone issues there, but explain sinply,
5 in sinple terns, what the proposed opt-in and

6 opt-out is.

7 MR COUCK M. Chairman, will you all ow
8 Central's general counsel, John Tiencken?

9 SENATOR SETZLER  Sure.

10 Good nor ni ng, John.

11 MR. TIENCKEN: Good norning, Senator. |'m
12 John Ti encken.

13 The opt-out is in a very conplex provision
14 of the coordination agreenent, but it is, in

15 essence, relatively sinple. The opt-out allows
16 Central, when Santee Cooper nakes a deci sion

17 that it needs new generation facilities, to

18 deci de whether it wll join with Santee Cooper
19 as a partner in those facilities, whether it

20 wi Il allow Santee Cooper to build those

21 facilities for it, or whether Central would

22 decide at that particular tinme whether it

23 wanted to provide -- get power from another

24 source and bring it into the system

25 The obligation, of course, is on Central
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and Sant ee Cooper to nmake sure the systemis
fully integrated and is fully served. But the
idea is that Central has self-determnation
wWith regard to new generation, not with regard
to anything else. The old generation, it is
commtted to.

SENATOR SETZLER: Let ne give you an
exanple so we can put it in sinple terns. They
determne they're going to build Plant X that
Is going to cost Y mllions of dollars. And
Central opts out. They say, "W don't want any
part of it."

Does any of the cost of that facility they
proceed on with get passed on to Central and
the co-ops and the rate base?

MR. TIENCKEN: No, it does not.

SENATOR SETZLER: That's what | thought.
And here is what ny -- here is ny question.

MR. Tl ENCKEN: Yes, sir.

SENATOR SETZLER: Again, Central's done an
astronomcal job in negotiating relative to
their position.

Doesn't that, therefore, have a direct
| npact on Santee Cooper's other custoners and

cost them nore noney potentially?
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1 MR, TIENCKEN:. Well, what | would say,

2 it's not likely. Let ne give you an exanpl e.

3 As the Santee Cooper reform plan has been
4 described to us, it is what m ght be call ed

5 capital light. There's not a |ot of generation
6 construction going on in that plan. It's

7 nostly purchases and --

8 SENATOR SETZLER  Ri ght.

9 MR. TIENCKEN: And that's what they plan
10 to do.

11 So as far as purchases are concerned, they
12 buy, we buy. It doesn't matter. It doesn't

13 pass any cost on. These are -- as has been

14 described by M. Duckworth, these are attenpts
15 to small-size generation; in other words, not
16 go into |l arge generation plants, which nmakes a
17 | ot of sense, we think, in this changing world.
18 And so you can small-size a plant just for the
19 retail size of the generation.

20 Now, what they may say in a particul ar

21 | ssue cones up -- and it will come up, I'm

22 sure, on this particular issue -- because they
23 tal k about building a new gas-fired generation
24 facility.

25 SENATOR SETZLER  Ri ght.
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1 MR. TIENCKEN: Those do cone in specific

2 sizes. And the larger the size, the nore

3 economcally that particular unit can run. W
4 do understand that.

5 Now, what they've proposed is going in

6 Wi th other parties to do that, just as we m ght
7 go in wth themto do that. So it's

8 supposition, and only supposition, that it

9 woul d cost retail class nore. | am sure Santee
10 Cooper will be very focused on nmaking certain
11 that their new generation choice, even if it's
12 not made with Santee Cooper, their new

13 generation choice is the | owest-cost generation
14 choi ce that they can have.

15 | do not anticipate any shift of cost as a
16 result of the opt-out. | nean, we've got

17 experts that can say that.

18 SENATOR SETZLER: They have not suggested
19 t hat .

20 MR Tl ENCKEN: Ckay. Okay.

21 SENATOR SETZLER: In getting this

22 I nformati on and going through it, |'ve raised
23 that question in trying to understand it. And
24 t he second concern | have --

25 MR. Tl ENCKEN: Yes, sir.
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SENATOR SETZLER  Not concern -- well,
they entered into this gypsum contract, which
I's ridiculous, the 60 years. And now | hear
y'all saying you cane back and wanted y'all to
agree to a contract that goes to '58, if | --
sonewhere out in that range, 20587

MR Tl ENCKEN: 2058, yes.

SENATOR SETZLER 2058, which is anot her
| ong-term contract. And using M. Couick's
words, this is a State asset. |If they're going
to be negotiating contracts that are of that
| ength, that ultimately are going to affect --
could affect the citizens of South Carolina, is
there a role for sonebody el se ot her than
Central and/or Santee Cooper to be | ooking at
approving long-termcontracts that the State is
going to ultinmately potentially be subjected
to?

MR COUCK: M. Chairman, that's the
reason for the Citing Act. One of the things
that a Cting Act process woul d do woul d say,
Is it the right size, is it the right cost, and
are you making a smart deci sion?

SENATOR SETZLER: But the gypsum contract

woul dn't fall under the Citing Act.
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1 MR. COU CK: But building a new facility,
2 what |'musing, that exanple, M. Chairnman,

3 you're on the right issues. But what | would
4 tell you is, we don't want to second-guess the
5 past; we just want you to protect the future.
6 And | think the future is going to be very

7 di fferent.

8 M. Chairman, John and Rob and t hose who
9 are here for Central, |I'mnot speaking for

10 Central. And | want to be careful | don't get
11 off in that area, answering your questions.

12 |"mhere for the 18 fol ks behind nme this

13 nor ni ng.

14 Sol will be glad to sit down if your

15 guestions are about Central now, in the

16 negoti ati ons, or any of that.

17 SENATOR SETZLER. M. Chairman, if |

18 can -- Mke, the Senator from Edgefield is

19 comng in, and he and | have basically now

20 spent three years of our life in this issue

21 since July of 2017.

22 Did the co-ops or Central -- or Central
23 coul d have bl own the whistle before 2017. They
24 could have said, "W're out. W stop." They
25 chose not to do that until July of 2017.
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MR. COUICK: That's not true,

M. Chairman. W didn't know enough to bl ow
the whistle by way of information. W wote
that letter to the joint commttee in

March 2017, saying, "Help us know nore through
oversight."

W intervened in the SCE&G proceeding in
2017 -- '16. And that intervention was to try
to get answers on roadmap and price tag.

Again, we're a custoner. W don't have
the information. |f you had access to the Cook
litigation records, Senator Setzler, you would
see there was an active effort to keep --

SENATOR SETZLER Wait a mnute. Central
was a partner in this whole --

MR COUCK: W're a custoner. W're not
a partner. 1've heard the word "partners”

t hrown around. You don't use --

SENATOR SETZLER: You have a percentage of
t he ownershi p, do you not?

MR. COU CK: No, sir.

SENATOR SETZLER. O the use of it,
what ever you --

MR COU CK: No, sir, we had no ownership.

All we had was the obligation to pay a bill.
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SENATOR SETZLER: Are you telling ne that
you agree to pay 45 percent of the costs with
no rights to do anythi ng?

MR COUI CK: Senator, we didn't have the
right to -- to not do that under the prior --
bef ore the Coordi nati on Agreenent in 2013
was - -

SENATOR SETZLER: | | ove the co-ops, but
you all are very good at negotiating. |'mvery
proud of you, but I don't believe you would
enter into paying 45 percent with no rights to
check what's going on, your bills, et cetera.

MR. COU CK: Senator, you've got the
| etter that they wote saying, "W don't want
you to own 45 percent,"” starting in 2010. W
tried to get Duke Energy Carolinas in.

Senator, Santee Cooper's position has
been: "As a custoner, you do not have the
right to tell us what to do; you only have the
obligation to pay the bill we send to you. And
then we can ask for audit."

That changed effectively with the 2013
agreenent, before we got opt out, where we're
not | ocked in to bad decision-nmaking in the

future. But prior to that, including the
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nucl ear units --

SENATOR SETZLER: But you had no ri ght
once 2013 cane.

MR COUI CK: But that did not cover the
nucl ear units. It only covered anything after
2013 had started. W did not have that right
on the nucl ear units.

MR SHEALY: Next is Senator Bennett.

Fine. Okay. Next is Senator Al exander.

SENATOR ALEXANDER:  Thank you,

M. Chairnman.

Good norning. | appreciate you being
her e.

Two or three things fromthat standpoint,
and naybe we can pick up fromwhere you | eft
off wwth the Senator from Lexington, back to
t hat point, 2010, whatever that was, where you
started off today.

The fact is, isn't it, that if they' d have
| i stened to you then, on the part of the
owner shi p, we wouldn't be where we are today?

MR COUI CK: You would have a smaller
problem You would have a 5 or 10 percent
ownership state, and rather than it being a

$4 billion problem it would be about -- |ess
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than -- it would be one-ninth of that. It
woul d be -- sonebody do the math for ne. It
woul d be a $460 nillion problem sonething like
t hat .

SENATOR ALEXANDER: And, too, sonething I
just wanted to nake sure | clarified, that as |
|istened, it was nentioned a while ago in
y'all's dialogue there to the benefit of the
co-ops. But actually, isn't that to the
benefit of the nenbers, those that the co-ops
serve? You all are operating for their
benefit, fromthat --

MR COUCK M. Chairman, | would tell
you that it benefits everybody. WMarket forces
shar pen pri ces.

Senator, your question, if there's an
ability to opt out, it makes Santee Cooper work
really, really hard to figure out the best,
nost cost-effective way to do sonet hi ng.

Rat her than -- if you think about a
nonopol y, Senator from Beaufort, that has no
pressure on it to produce good pricing.

They're two different results.
So our opt-out benefits those direct-serve

custoners -- from Berkel ey -- because they get
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1 the benefit of that sane deal. It's the

2 cheapest, best way forward.

3 SENATOR ALEXANDER: Let ne ask you this,

4 as far as the board nenbers and things of that
5 nature. As you pointed out, one of the |ast

6 t hi ngs you worked on before you |left the Senate
7 was the Santee reformand things. |Is seven

8 years too long for a board nenber, know ng what
9 we know t oday?

10 MR COU CK: M first chairman who sat

11 where Senat or Leat herman sits, Senator Marshall
12 WIllians, told ne one tine the best form of

13 governnment was a Christian dictator. |It's said
14 ot her ways differently; a benevol ent dictator,
15 whatever. He said that was the best. He said,
16 “If you can find one, grab it."

17 So aside fromthat, you have to have a

18 system of oversight and accountability that

19 wor ks. And so seven years is a long tine in

20 this industry. If you would have asked peopl e
21 seven years ago what was going to be -- what

22 was today going to be like in energy, their

23 answer woul d be very different.

24 So | think you need sone regul ar

25 oversight. \Whether it be shorter terns or

EveryWord, Inc. Court Reporting Page: 68 www.EveryWordInc.com



Senate Finance Meeting

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

annual oversi ght over individual board nenbers
by PERC, it's that ability to call themto task
about what they're doing.

They have two skill sets at Santee Cooper
ri ght now on their board, Senator, and they've
| earned themfromthe culture. One sort of
board nenber specializes in circling up the
wagons, and the other group specializes in
maki ng visits to call up people they know and
reassure themthat things are going to be
better.

And t hey've been doing that for a while.
They need different skill sets.

SENATOR ALEXANDER: Wul d y' all endorse
the ability of making sure that there are
gqualifications on the board nenbers?

MR COUCK: Yes, sir. | think you heard
John say a minute ago that that's key. And so
you may have to pay himnore. You nmay have to
pay themnore in order to get their ful
attention, but | think you -- you pay for
quality.

SENATOR ALEXANDER: You also -- well, the
second tinme. |'ll have opportunity at another

time. 1'Il yield the rest of ny tine.
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IMR. SHEALY: Senator G oons.

SENATOR GROOMS: M ke, thank you. And |
want to thank the co-ops for being here.

This is a problemfor the entire state of
South Carolina. And | do believe in Santee
Cooper's enabling legislation for the benefit
of all the people of South Carolina.

You brought to us sone ideas -- they were
articulated a little while ago, sone of them
already in a bill noving forward, and | hope to
be able to expand upon that.

Could you talk to nme a little bit about
Sant ee Cooper's resource plan that they propose
in the reformpl an?

MR COUCK 1'dlike to defer that to
Central, Senator, because that's their
expertise. Mne, again, is to serve as a voice
for those 18 CEGCs and their frustrations.

I'd like to sit down, Senator, and frankly
|l et Central take over this role. | don't know
I f there's anybody el se that has questions
about what |'ve testified to, and 1'd be --

SENATOR GROOMS: Before | get to that
guestion, could I ask you, then, about -- there

was a suggestion that was in the reform plan.
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1 Sant ee Cooper said it canme fromthe Departnent
2 of Adm nistration. You answered the Senat or

3 from Cconee's question about termlimts.

4 ' m asking you about termlimts. He

5 asked you about the length of term 1'Ill ask

6 you about termlimts. It was reconmmended

7 there be no nore than two terns.

8 MR. COU CK: Senator, that would be

9 14 years. How nmany of the current board

10 menbers would be inplicated by a termlimt of
11 14 years? | would rather have an i medi ate

12 termlimt of anybody that's not qualified. |
13 woul d rat her you establish standards that John
14 Frick spoke to, where the governor would have
15 the ability to |l ook at that checklist and say,
16 "He's not doing his job. ['mgoing to renove
17 himright now " That's effective termlimts.
18 Those are performance-based termlimts.

19 SENATOR GROOMS: But noving forward, woul d
20 t hat be --

21 MR COUCK Sir, |I don't believe in term
22 limts.

23 SENATOR GROOMS:  Okay. Al right.

24 Back to the -- not the reformplan, but to
25 the resource plan. Can | get Central to --
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MR COUCK M. Chairman, | shared with
you when | cane today that | wanted to play one
role here, if you would |l et ne, about I ocal
co-ops, and then let Central make his
presentation, nmake one in answer to those
guesti ons.

I f everybody's through with ny part, I'm
glad to sit down and let Central cover it.

O herwi se . ..

SENATOR SETZLER. M. Chai rman?

SENATOR GROOVSE: | could wi thhold that
guestion until later.

CHAl RVAN LEATHERMAN:  Are you okay with
t hat ?

SENATOR GROOMS: Santee Cooper, it was in
testinony before the conmttee, and | asked a
guestion of Santee Cooper, working with --
working with Central and the co-ops, could the
reformplan be perfected? Could it be better
t han what Sant ee Cooper has presented?

And their answer was, "Absolutely, we
believe it can.” | really wanted to get that
answer also from Central.

MR COUCK | think M. Hochstetler w |

be willing and able to address that question.
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SENATOR GROOMS: So we'll get to that
|ater. Talk to ne a little bit about the Cook
settlenent.

MR COUCK: |'mnot one of the attorneys
init. You ve got two of them here,

M. Tiencken and M. Ellerbe. 1'Il be glad for
themto address that. That's really nore under
the Central part than under ny part,

M. Chairman.

SENATOR GROOMVS:  You touched on it
earlier, pointing out sone deficiencies.

MR COUCK: M. Chairman, | was not
speaking to the deficiencies of the settlenent
by way of dollars or anything. Wat | was
speaking toward was, there is a rich discovery
product there, that |I'maware of generally,
that shows there's a pattern of keeping
i nformation tight. And | was speaking to that
in the matter of oversight, as a natter of --

i f you saw the record, you would be very
concerned that this was not a m stake; this was
very intentional, that the information not be
shared with co-ops and ot hers.

There are people at Santee Cooper now,

both staff and board nenbers, that were a part
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of that.

SENATOR GROOMS: | was really referring to
your comments about the outstanding audit
| ssues.

MR. COU CK: That was not part of the Cook
settlenment. There were outstanding audit
| ssues goi ng back to 2015. And M. Avery's
guestion has been, "Well, if you settle Cook,
and they're paying $200 million back to
rat epayers, they've agreed to freeze rates for
five years, are we going to get our
$100 mllion or sone part of it back?"

That's not a Cook issue. That's just a --
that's a whose noney are they going to use to
pay | awers to enact the freeze and to get
$200 million? It's himasking, this other
noney is different than Cook, but we need to
get this resol ved.

SENATOR GROOMVSE: |t does sound |ike that
woul d be related to Cook, though, if you're
rai sing the i ssues about --

MR. COUICK: Senator, | don't think it's a
part of the Cook litigation. | think it's a
part of business as usual at Santee Cooper, of

why they have not resolved five years' worth of
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audi ts?

SENATOR GROOMS: Do you support the
current Cook settl enent?

MR COUCK M. Chairman, that's a
Central matter.

SENATOR GROOMS:  But do you, as a
representative of the --

MR COUCK: M. Chairman, | woul d defer
to Central on that. It would be the Central
board that would be the one making that
deci si on.

SENATOR GROOMS: Have there been any
| obbying efforts to either support the Cook
settlenment or -- or be against the Cook
settlenent?

MR. COUI CK: Lobbying? Lobbying of you
all?

SENATOR GROOMS:  No. O your co-op
menbers -- | mean, of the directors or nenbers
of the Central board.

MR. COUICK: M. Chairman, we have
restrictions on the staff and negotiators that
we could not even brief the board on certain
aspects until the report was rel eased.

And only after that do we get permission to
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brief |ocal boards, not |obbying, but briefing
them on the details.

Central is in the process of that. |
don't consider that |obbying. | consider that
t hey deserve no know what's in the proposed
settl enment.

SENATOR GROOMS: | guess that would be a
guestion better asked of Central and of its
board nenbers.

MR COU CK:  Yes.

SENATOR GROOMS: M. Chairman, | would
|ike to ask a question |later of Central.

CHAl RVAN LEATHERMAN:  Next .

MR SHEALY: Senator Davis.

SENATOR DAVI S:  Thank you, M ke.

Just a coupl e of questions, M. Chairnman.
In the spirit of |ooking forward instead of
| ooki ng backward, discuss with ne alittle bit
about the different ways of noving forward.
And I'mgoing to state to you what | perceive
themto be, but I"'mnot in this industry; you
ar e.

Hi storically, nmy understanding is that
essentially in South Carolina we've had a

nodel -- for lack of a better phrase -- of
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1 vertical integration, where you would have -- a
2 utility be the manufacturer or the generator of
3 the power, and also be involved nmaterially in

4 the transm ssion and distribution.

5 And that's the way we've had it here for a
6 long tinme in South Carolina, and |I understand

7 why. Back in the New Deal, and back when we

8 were providing power to the rural areas, we

9 needed to have that.

10 As | see it going forward and, | think, in
11 ny judgnment, did you know that one of the

12 reasons we failed in Fairfield County is

13 because of that nodel, because there wasn't an
14 econom c consequence to pursuing a bad project
15 because they continued to put noney into the

16 rate base?

17 So what | think, and | wonder if you

18 agree, is that going forward, one of the things
19 that we should have in our mnds as legislators
20 Is getting to a point where what ratepayers are
21 paying is nore reflective of what conpetition
22 and energy production narkets dictates as

23 opposed to a guaranteed rate of return on

24 capital investnent by utility.

25 And just comment on, on going forward, do
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1 you share that particular view? | noted with

2 i nterest that Central joined PIMin an RTO Do
3 you share that view, that the future of the

4 production and distribution nodel is going to
5 be nore toward this RTO-type nodel, where

6 you' ve got production on the energy side, or

7 are we still |ooking at a nodel whereby a

8 utility is going to build, produce, and then

9 al so be involved in transm ssion and

10 di stribution?

11 MR. COU CK: Senator, I'mgoing to stay

12 away from RTO and PJIM Those are questions for
13 M. Hochstetler.

14 You and | had a very interesting

15 conversation about a nonth ago, and we were

16 tal ki ng about supply and demand. And we said
17 we're so focused in this area that we're in on
18 supply that you want to deregul ate supply.

19 What you really want to do, as an

20 addi tional market force, is work on the demand
21 side. And that's what co-ops are so good at.
22 W' ve had over 100, 000 water heater sw tches

23 for 30, 40 years. W' ve got the ability

24 to shut themoff so as to avoid contributing to
25 peak.
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1 Senator, you nmade an assunption that

2 everything was integrated in the state. That's
3 not true for cooperatives. Central Electric

4 Cooperative is not a G&T, like a | ot of other

5 entities in other states. It is a T&A. It is

6 a transm ssion and aggregati on cooperati ve.

7 They do not own a |lot of generation. The only

8 generation they own is sone comunity sol ar.

9 So what they've done is they' ve stayed out
10 of that integrated narketplace historically,

11 and they are buying now from Duke that they got
12 because they had the ability to conpare Duke to
13 Sant ee Cooper. They're buying cenent power

14 fromthe Southeastern Power Adm nistration.

15 They may choose to do sonething through

16 RTO if they do, but | think the focus needs to
17 be broader than RTO It needs to be on this

18 thing called market forces. Do what Bob

19 Paul | i ng has done at Md-Carolina Electric

20 Cooperative, where he's created a billing nodel
21 where his nmenbers' interests are the sane as

22 his. Bob's willing to reward them for

23 produci ng solar at what it's worth at the tine

24 of day it's produced, so as to avoid having to

25 buy electricity from sonebody el se.
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The future may be that sonebody brings
their P -- plug-in electric vehicle hone. They
park it at night. They charge it when
electricity is inexpensive, because it's
cheaper at night to nmake. They charge that
battery. They don't drive anywhere the next
day, but they agree to sell what they charged
at 4 cents back to Bob Paulling at 12 cents.

The nmenber wins. The [ocal co-op w ns.
That's what co-ops are about. Co-ops are being
very innovative, because they're not a slave to
that GIB i ntegrated nodel.

SENATOR DAVIS: Do you or Central, the
co-ops, as the purchasers on the demand si de,
do you have the requisite degree of flexibility
and choice to make that market dynam c work? |
understand that RTO focuses on the supply side
of that particular equation. But on the denmand
side, | nean -- and, again, |I'm]looking
forward, trying to figure out how do we have
really strong and vi brant markets, where you've
got conpetition and production and al so choi ces
anong CONnsuners.

MR COUCK: |I'mgoing to |et

M. Hochstetl er answer that one, M. Chairnman,
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1 if I could. And, again, I'mnot begging to sit
2 down, but I'mglad to sit down and | et you get
3 those corrections. Because | want to tell you,
4 | believe they do, Senator, but he can give you
5 a lot nore specifics about their capacity to do
6 that and the limtations of current agreenents.
7 SENATOR DAVI S: Thank you, M. Chairnan.

8 CHAl RVAN LEATHERMAN:  Any ot hers?

9 MR. SHEALY: That covers everybody.

10 That's the first round. Senator Reese.

11 SENATOR REESE: Just a brief ... this is
12 kind of gawky, but I'msitting here thinking

13 about it. I'mon Broad River; I'mon the

14 Sant ee Cooper. Two identical hones. Santee

15 Cooper is nore efficient and better rates than
16 Broad River. And | think Broad River is fine.
17 W get a |loud sneeze with Broad River,

18 sonetinmes we'll go off. Eleven years with

19 Sant ee Cooper, | may have been off one tine,

20 except when a hurricane is comng through and
21 they turn it off.

22 |'ve al ways thought, when | got the Santee
23 Cooper bill, it was too low. | conpared the

24 two. Broad River is always higher. Wen we

25 had peak usage -- and ny famly is down there a
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1 | ot in that house, running those air

2 condi ti oners wi de open, doors open, air

3 condi tioner's running and everything. Stil

4 | oner, Santee Cooper, than Broad River.

5 And |''m not saying anything agai nst ny

6 buddi es at Broad R ver, because | |ove themto
7 death. They give great service. Sonebody is
8 doing sonething right with electricity.

9 Now, let's go to Duke Power. M business
10 is on Duke Power. M power bill has done

11 not hing but conme down a little bit and a little
12 bit and a little bit, wth nodern technol ogy,
13 and the Public Service Conm ssion giving the
14 rate increases. It's creeping down.

15 But did you know this? This wll be

16 shocking. [It's shocking to ne. Twenty-four
17 hours a day, seven days a week, the lights are
18 on. W've only been down one tine in 15 years
19 for six or seven hours, and that was an ice

20 stormhit in '05.

21 We used to cook with natural gas. [|I'm

22 tal ki ng about a 10-foot vat of grease -- |

23 don't know -- a lot of grease in it, at

24 360 degrees. W went away from natural gas;
25 t oo expensive. Today natural gas is very
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| nexpensive. W run a hot water heater on
t hat .

So the nodern thing was to go full
el ectric on cooking at 360 degrees, 24 hours a
day, seven days a week, no lights turned off,
nothing turned off. Not even at Christnmas, we
don't turn it off, because | don't want anybody
to break in.

My mlk bill is double ny power bill.
Now, figure that out. That nmakes no sense. M
mlk bill is double nmy power bill. It's |ike
power is alnost free. Sonebody is doing
sonet hing right.

MR. COUI CK: Senator, let nme share wth
you -- I'mgoing to ask Terry MIller a
guestion. \Were's Terry?

Terry, what's your |oad factor?

MR MLLER Qur load factor is about
45 percent.

MR. COU CK: What is your density of
consuners per mile?

MR MLLER 8.2.

MR. COU CK: 8 consuners per mle. He
serves around that National Forest up there.

Sant ee Cooper's density per mle, |
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believe, is over 60. It's a lot cheaper to
serve when you' ve got that many peopl e per
mle. Their load factor is al nost double
Terry's, load factor being -- Duke Power | oves
you, Senator, because you're using the sane
anount of power all the tine. The power that's
expensive to serve is that hone where people
wake up in the norning, in the cold, and they
turn on everything to get ready, and then it
goes off, and it cones back on at night.
That's the expensive one to serve. That's the
| oad factor.

I f you gave Terry Santee Cooper's | oad
factor, if you gave himhis density, | bet you
It would be cheaper than Santee Cooper. | bet
you the reliability would be better. And I
guarantee you this: He would never not hear
you. He never would act like he didn't care.

SENATOR REESE: No, that's true, because
we've called many tinmes, and they're right out
there and get it fixed real quick.

CHAI RVAN LEATHERMVAN:  Anyone el se?

MR. SHEALY: |s there anyone el se that
woul d like to request a first-round question?

Senat or Canpbel | .
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SENATOR CAMPBELL: Thank you so nuch for
being with us. You brought a powerful nessage
to us.

The reformthat Santee Cooper has conme up
and delivered, do you think they would have
done that if we hadn't gone through the sales
process?

MR COUCK: If you had not had the Cook
litigation, you would not have gotten Act 95.
And if you didn't have Act 95 in the Cook
litigation, they were not -- the reason | think
that, we had suggested through Rob | ast January
studying cl osi ng down Wnyah, really the
hal | mark of their reformplan. And they voted
unani nously to turn down the study. It took
this earthquake to get themto nove.

CHAI RVAN LEATHERVAN:  Are you fini shed?

MR. COU CK: Yes, sir. Thank you for the
privilege, M. Chairnman.

CHAI RVAN LEATHERVAN:  Surely.

Does Central want to address us, please?

MR, HOCHSTETLER: |1'm Rob Hochstetler. |
am here on behalf of Central. I'mnot a
| awyer; |I'man engineer. So | appreciate what

M ke has done in nentoring ne in governnent
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rel ati ons.

| do want to thank all of you -- thank
staff for what you've done. The Act 95 process
has worked. It continues to work for the
benefit of your constituents, our nenbers. |
want to make sure | thank Ms. Adans and her
team We didn't always agree. Qur negotiating
teamdidn't always agree wwth them W had
di fference of opinions, but we appreciate what
they did and the report they put together.

And | want to make sure that we thank the
ot her participants. They spent |ong hours; we
spent long hours. So |I'mthankful for all
t hat .

|'ve got experts here with ne. | could go
on for ten mnutes in an inpassi oned speech
about co-ops, our business nodel, and ot her
testinony, but |1'd rather just sit here and
take your questions, if you would allow ne.

So, M. Chairman, when you're ready, we're
glad to take your questions.

SENATOR GROOMS:  Thank you for being here.

The question woul d be Sant ee Cooper's
resource plan. | know you've had a chance to

|l ook at it. And as | was saying earlier,
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Sant ee Cooper testified that they believe,
working with Central, they could actually
produce a better product. |Is that your belief?
And if so, why?

MR, HOCHSTETLER |If you want details, |I'd
ask Mark to step up. But froma high |evel,
what | would tell you is nultiple mnds al ways
wor k better together.

The resource plans, if you | ook across the
board, were not dissimlar. Coal, for economc
reasons, is not econonmic here; anyplace in the
country, really. And going to natural gas,
going to solar, going to batteries is. Wrking
together, there's potential to nmake everything
better all the tine.

SENATOR GROOMS:  So do you support their
resource plan?

MR, HOCHSTETLER: W have not weighed in
on that. | don't know that we can under the
Act 95 process. And if you want to get into
details of the Act 95 process, I'll call John
up.

But | just think we've got to be carefu
with the way we understand the |egislation, not

to endorse any one over the other.
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SENATOR GROOMS:  |If you were to devel op a
resource plan for Santee Cooper, would it | ook
simlar to what Santee Cooper has proposed?

MR, HOCHSTETLER: | wouldn't develop a
research plan for Santee Cooper, but we did our
own analysis. W hired our own experts, did
our own anal ysi s.

And, again, the results cone simlar, is
| ook for gas. Gas is the right, what you woul d
call in the margin. Look for solar. The price
of solar is comng dowmn. W don't -- we're not
really in a spot in the country where wind is
efficient right now economcally, and battery
storage i s comn ng.

So, again, they're all the sane. | would
tell you ours wouldn't be nuch different.

SENATOR GROOVE: Woul d investnents in
transm ssion, would that be a recomendati on,
or a part of it, nore so than what Santee
Cooper --

MR, HOCHSTETLER: Let ne --

SENATOR GROOVS: Because | believe that --
| believe that there's sonme power off system
that could be inported, but that requires

I nvestnents in transmssion. Is that sonething
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that Central would want to see?

MR. HOCHSTETLER: We did a transm ssion
analysis. M belief -- 1 did not sit in the
negoti ati on process to try to keep sone
neutrality. | believe we did as nuch
transm ssion anal ysis as anyone that we tal ked
with.

And each of the plans cones with sone new
transmssion. And if that planis, let's go
get it off system let's get it within the
bal anci ng authority area within the system
there would be a need for transm ssion
I nvest ment .

Again, Mark could get into the details, if
you want to tal k about details of each plan.

SENATOR GROOVS: | would Iike to hear nore
details of the plan, but let ne talk to you a
little about Cook. Are you advising your board
nmenbers to agree or vote against the potenti al
Cook settlenment?

MR. HOCHSTETLER: Again, |I'mnot a | awer,
and ny general counsel told ne if | tal k about
Cook, he's going to want to be up here, because
he m ght kick ne.

So, John, do you want to tal k about Cook a
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little bit?

SENATOR GROOMS:  Yes, please.

MR. TIENCKEN: Wth your perm ssion,

M. Chairman. And | didn't say anything |ike
that to Rob. | didn't tell himthat | would
ki ck him

What | did say was is that we do have a
settl enment agreenent on the front end, with the
attorneys signing off on the agreenent. The
agreenent is in -- is working its way through
t he process.

Senator, as you know, it takes a little
while to get all the pieces together, but we
see it progressing. W see the settlenent
agreenent as a recommendation fromthe |egal
teamto the Central board. That is what it is.

And in the process, we have to informthe
Central nenbers. And that's what Rob is doing
now. He's very diligently going about telling
t hem what the settlenent involves, has sent the
settl enment docunent, has engaged w th nenbers,
and will continue to engage with nenbers. And
we're going to have in very short order board
neetings to consider that settlenent. But that

settlenment, of course, it has to be approved by
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1 the Central board.

2 And so we're in the process. And we

3 are -- you know, the |lawers thought it was

4 okay, and it will be up to the nenbers to

5 deci de whet her or not they agree.

6 SENATOR GROOMS:  But you're recommendi ng
7 that the board nenbers agree to the settlenent?
8 MR. TIENCKEN: The | awers are

9 recomrendi ng that settlenent, correct.

10 SENATOR GROOMS:  |I's there anyone not

11 recomrendi ng that settlenent?

12 MR TIENCKEN. Well, | don't know, but I
13 know | - -

14 SENATOR GROOMS:  You were very carefu

15 wi th that answer --

16 MR. TIENCKEN: | can only speak for

17 nysel f.

18 SENATOR GROOMS:  -- that the |awers were
19 recomending it.

20 MR. TIENCKEN:. That is what actually took
21 pl ace, yes. The |lawers made a decision in

22 nmedi ation, as is typical, and then that's

23 carried to the client. So it will be up to the
24 clients to nmake a determ nation as to whet her
25 or not they agree.
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SENATOR GROOMS: So is there any group at
Central, or State, that's recommendi ng that the
board nenbers not settle it?

MR. TIENCKEN: | can't tell you what ny
clients are tal king about. That will be
sonething that they will talk to us about, and
we wll ook to hear an answer very soon, Yyes.

SENATOR GROOMS:  Well, so you can only
speak for the lawers of Central, but not
anybody el se at Central ?

MR. TIENCKEN: Well, of course. That's
because that's the only thing that has taken
place up to this point in tinme, that the
Central legal team along with the |legal team
of Santee Cooper, along with the |Iegal team of
Dom nion, along with the |egal team of the
plaintiffs, all of those got together and
decided this is a reasonable, fair resolution
of 1 ssues.

Once that decision was nmade, under the
very good auspices of Chief Justice Toal, who
I s overseeing the nediation, that docunent was
drafted, put down in witing, and i s now bei ng
transforned into a final settlenent agreenent,

which will then be presented to the clients for
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consi derati on.

That's the process. That's how it works.
It's not -- you know, we couldn't call up --
and you know that this thing took place at
2:00 aam W couldn't call up our clients and
go through 20 different clients, because,
remenber, we've got 20 different co-ops. |
mean, | couldn't call themup and say, "Hey,
what you all thinking about this?"

That's not sonething that takes place. W
are a little bit different than sonebody el se.
We have to go in a denocratic process, and we
have to present it to them and have their --
and as you know, they're very well aware of who
we are. | nean, the clients are going to nake
their determ nation based on what they hear
fromus and what they believe. And we want
themto do that.

SENATOR GROOMS:  This place is a source of
arunor mll, and I'mhearing conflicting
information. |'mhearing that the board
nmenbers are being told to support it, and I'm
al so being told that board nenbers are being
told not to support the settlenent.

MR. TIENCKEN. Well, | can assure you that
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you're not hearing that fromne. 1've told you
exactly where we are right now, Senator, and |
can get M. Ellerbe up here, who is far nore
versed in all of this than I. But | can tel
you that's where we are. And our job as

| awyers is to present the facts; |et our
clients make a determ nati on.

SENATOR GROOMS: | think you'll probably
agree, or nmaybe soneone el se, that settlenent
to the Cook would be the first cornerstone |eg
for a rebuilt relationship between Santee
Cooper, et cetera.

MR. TIENCKEN: And we believe -- and this
Is one thing we said to every single
participant in the Act 95 process, every one of
them "W want a resolution that's a conplete
resolution. We want a resolution of the Cook
case. Tell us how you're going to resolve that
| ssue. That's what we want."

W said that to Santee Cooper; we said
that to NextEra; we said that to other parties
i nvol ved. That's what we want.

SENATOR GROOMS:  Thank you.

MR. SHEALY: Next is Senator Davis.

SENATOR DAVI S: Thank you, M. Chairnman.

EveryWord, Inc. Court Reporting Page: 94 www.EveryWordInc.com



Senate Finance Meeting

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Thank you.

Sir, you're famliar with the reform
proposal as presented by Dom ni on?

MR, HOCHSTETLER:  Yes.

SENATOR DAVIS: And earlier you heard
M. Couick discuss what he considered to be
refornms that would be material in regard to
changing the rel ati onshi p between Sant ee Cooper
and Central. D d you hear hi mwhen he |isted
t hose particular reform conponents that he
t hought woul d be required?

MR. HOCHSTETLER: | did.

SENATOR DAVIS: And is it your
opinion that -- and, again, |I'mstating this
carefully -- that as presented, the Dom nion
ref orm proposal as presented, do you think that
that is sufficient to change what has been
represented to be a bad relationship, or to
| nprove that rel ationship, and to change and
I nprove the culture at Santee Cooper in regard
to what's been presented, not in regard to what
other things mght do it, but in regard to
what's been presented?

MR. HOCHSTETLER: That's a good questi on,

a detailed question. Again, | did not sit in
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the negotiations. And as | understand it,
Dom nion didn't offer any nanmes of who woul d
cone in those pl aces.

What we know is the CEOs role. | think
their argunent was that should be a
boar d- appoi nted position. They're willing to
send three others. From our perspective, can
three change culture? | think we tal ked about
that in those negotiations.

They need to send the right people. It
becones a people issue, and a trust issue, and
are the right people there?

But with Dom nion, the interesting thing
in that was we weren't tal king about changi ng
the coordination agreenent. There wasn't a
t remendous anmount of di scussion wth them
because their plan was, we will send peopl e.
W believe there is inherent savings of |ooking
at the systemtogether, synergies. And so we
talked wth them but it wasn't detail ed
di scussi on.

SENATOR DAVIS: Actually, I'mnore
interested in the Santee Cooper reform
proposal , what they have brought forward in

ternms of their reformplan. [I'msorry. [If |
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1 said Dom nion, | apol ogi ze.

2 Are you famliar wth what Santee Cooper
3 has brought forward in terns of the reform

4 proposal ?

5 MR. HOCHSTETLER: You nean as far as the
6 generation plan?

7 SENATOR DAVIS: In the reform plan, what
8 they' ve presented to us over the |last few days.
9 MR. HOCHSTETLER: | have been wat chi ng,

10 and | have -- and |'ve | ooked at their reform
11 pl an.

12 SENATOR DAVIS: Is it your opinion that
13 what Sant ee Cooper is proposing in regard to
14 their reform is it your opinion that that wl|
15 change the culture or inprove the relationship
16 to the degree necessary, or is there in fact
17 sonething nore that's needed, as M. Couick

18 suggested earlier today?

19 MR. HOCHSTETLER: So when | think about
20 It, again, as an engineer, it's your actions
21 t hat speak | ouder than your words. Until we
22 see actions, it's hard for nme to judge that

23 opinion. But | think those things help, and
24 they're getting to the right track. Because
25 our issue has been -- it felt like we were
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tal king and bringing ideas -- nyself, ny
predecessor -- and they fell on deaf ears. And
the worry of are they getting to the board, and
Is the board -- you know, we don't get a chance
to talk to their board often. And where did we
have to go to tal k about these issues that we
had?

And the opt-out, as Senator Setzler said,
in '13, for new things forward, there was a
t hought, if the nuclear plants had been built,
that opt out, we don't need it. Qur contract
will run out before we opt out.

CHAl RVAN LEATHERVAN: | don't believe you
answered the Senator's question. Hi s question
was, in your opinion.

MR. HOCHSTETLER: I n ny opinion, those
t hi ngs would help. W need those things, even
wi t h Domi ni on.

SENATOR DAVIS: But, | guess, again, ny
guestion is -- because we have to -- in ny
j udgnent, we have three proposals before us.

W have a purchase offer by NextEra; we've got
a managenent proposal by Dom nion; and then we
have Sant ee Cooper who has put forward sone

reformproposals. And it's in regard to that
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third one that |I'm asking you the question
her e.

The reform proposal s that Santee Cooper
has put forward, on their face, as presented to
us, is that sufficient to change the
rel ati onshi p which has been, from what |
under stand, not very good between Central and
Sant ee Cooper? Are those reforns, in and of
t hensel ves, as presented to us, sufficient? O
is it the case that, as M. Coui ck suggested,
that additional reforns, additional oversight,
addi tional accountability is in fact necessary
i n order to change that rel ationship?

I'"'mtrying to gauge the sufficiency of
what's been presented to us.

MR. HOCHSTETLER: They are not. The
reformplan i s not enough.

SENATOR DAVIS: They are not.

Thank you, M. Chairman.

CHAl RVAN LEATHERVAN: Let ne interject
here. W are due on the floor in about six
mnutes. |'ve asked the president to allow us
to continue here, and he's decided that we need
to be on the floor. So we'll go to the floor,

but we'll reconvene here i medi ately upon
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1 adj our nnent .

2 SENATOR SETZLER M. Chairnman, |'m not

3 sure the court reporter could hear you or the

4 audi ence.

5 CHAI RVAN LEATHERMAN.  Thank you. |'ve

6 asked the president, should we continue. W're
7 due on the floor at 10:00 -- excuse ne -- 11:00
8 t hi s norni ng.

9 He chooses to get us on the floor, and I

10 understand his reason. W'I||l recess and go to
11 the floor, but we'll return here imedi ately

12 upon the Senate adj ourning today.

13 SENATOR SETZLER: And we will proceed with
14 Senator --

15 CHAl RVAN LEATHERMAN:  Absolutely. So if
16 you all wll stay around, we'd appreciate it.

17 .- -

18 (Whereupon there was a recess in the
19 proceedings from10:53 a.m to 1:07 p.m)
20 .- -

21 CHAl RVAN LEATHERVAN: W are waiting for
22 everyone to arrive. Bear with us a couple

23 m nut es.

24 We'll get started. It |ooks |ike we have
25 a quorumthat just arrived. So let's see.
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Co-ops went this norning. Are we on Central
this afternoon?

MR. HOCHSTETLER: Yes, sir.

CHAl RVAN LEATHERMAN:  Tel I us what you
want us to hear.

MR. HOCHSTETLER: We were in the m ddle of
guestions. I'mglad to continue with
guestions. The whole teamis here,

M. Chairman.

CHAI RVAN LEATHERMAN:  Anybody have
guestions?

MR. SHEALY: W have Senator Setzler, but
he hasn't gotten back yet. And we have Senator
G oons after him

CHAI RVAN LEATHERMAN. Let's take Senator
Groons to nove it al ong.

SENATOR GROOMS: We had a presentation by
the Departnment of Administration that said that
when we got to the part about Central having to
negotiate with the various bidders, they
i ndicated that there was -- | can't renenber
the right word, but they seenmed to -- the
report was that Santee Cooper and Centr al
negotiated in good faith. Do you -- do you

bel i eve that Santee Cooper negotiated in good
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1 faith during the Act 95 process?

2 MR, HOCHSTETLER: Senator, if you' d |et

3 me, I'd let John Tiencken take that, as part of
4 t he negotiati on process.

5 MR. TIENCKEN: M. Chairman, with your

6 perm ssion, Senator G oons.

7 Yeah, | think everybody was attenpting to
8 negotiate in good faith during this process.

9 And as Santee Cooper negotiated with Central,
10 Central had sone specific requests of Santee
11 Cooper that it wished it would consider, Santee
12 Cooper woul d consi der.

13 And those requests were no different than
14 the requests we were | ooking at with other

15 bi dders as well. So what we were trying to do
16 Is to get the best bid we could for our

17 cooperative group.

18 And if | may, just to be clear, in that

19 process, we, Central, had a very defined role.
20 And that role was sinply to work on getting an
21 agreenent with whatever bidders were in the

22 process. W did not, of course, deal with the
23 ot her issues associated with the State and the
24 negoti ati on that m ght be conducted by the DOA
25 on that side.
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So yes, we were -- we were involved in
that process with -- in that role.

CHAl RVAN LEATHERMAN: Let nme -- you
menti oned bidders. Wo were the bidders?

MR. Tl ENCKEN: The bi dders, of course,
were the bidders that were qualified,
Senator -- Chairman, by the Departnent of
Adm ni stration. So there were nore than just
Sant ee Cooper and NextEra; there were other
bi dders as well that we were negotiating wth.

CHAI RVAN LEATHERMAN:  So when and how and
how rmuch interaction between bidders and y'all?

MR. TIENCKEN: Yes, sir. It was a very --
very interesting process, Senator.

And may | start off by saying,
M. Chairman, that the Departnent of
Adm ni stration was given a Hercul ean task, and
they did a remarkable job in the tine frane and
under the conditions in which they were
assigned that task. And all credit to Marcia
and her group.

And because we becane part of the process
|ate -- we got into the process Novenber 29th.
That's when we first were participants in the

process. Because until that tinme, the
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Depart nent was goi ng through getting bidders to
cone in, finding who was interested, who was
qualified, putting those bidders into sone sort
of -- going through their process, and then
bringing us in at the last -- as the last part
of that process to negotiate our contract. And
that was all we were to negotiate wth.

And as we began our negotiations, it
was -- it was paranount for us that we were
prepared. Because we weren't part of the -- we
didn't have access to the data roomthat had
been established by Santee Cooper; we didn't
have access to the information of who the
bi dders were; we didn't have any preinformation
about what the bidders woul d suggest, so that
we basically had to prepare oursel ves.

And we hired experts, qualified,
experienced people, in all phases of
generation, transmssion, |law, and as well as
contract issues and, of course, got a |ot of
peopl e who have experience in dealing with
| arge contracts onboard, preparing our nodels,
financial nodels, nodels for transm ssion,
delivery of transm ssion, nodels for generation

pl anni ng, and putting a financial nodel
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together, incorporating all of those conponents
so that when we got the bids, we were able to
plug the bids into our nodel so that we could
run our nodel and test our nodel against the
nodel that was being run by the Departnent.

So it's sort of a bal anci ng approach. And
as it turned out, our nodels were remarkably
cl ose, which was satisfying, |'msure, to the
Departnent -- it was certainly satisfying to
us -- that their experts and our experts agreed
on so nuch.

As it turned out, however, our nodels
woul d, as you woul d expect, differ in certain
regards. \What enphasis did we place on certain
t hi ngs; what do we believe m ght be capabl e of
getting done versus not getting done; what did
we know about the systemthat they didn't know.

So we worked that way. But interesting --
| think, inportantly, and this is the key, the
Departnent nade its decisions throughout this
process, and it did not say, "Central, what do
you t hink?" What the Departnent nmade was its
decisions. And then it would tell us what we
were going to do.

Now, we had our disagreenents with the
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Departnent, but it was prinmarily over tine
frame. And because we knew how big a job this
was, and how conpressed this tine frane we had
to negotiate in was -- as it turned out, we
began our negoti ations on Decenber the 3rd. W
finished our negotiations on February the 2nd,
during the Super Bowl, | m ght add.

That's -- the Departnent was avail abl e at
all hours every day, Saturday, Sunday,
hol i days. Every day they were available to
noni tor every conversation, every e-nmail, every
neeting. The Departnent was in those neetings.

So it was never conducted just Central and
sonebody el se. The Departnent was al ways
nonitoring that process. And that was very
| nportant for the process integrity, but it was
al so inportant to us that we had what anounted
to a witness to all of these things, so that we
could be -- we had to be and should be fair and
equitable with every party.

So going to your question, Senator G oons,
we were, in fact, doing as nuch as we could to
get each party to as good a bid as we could
possi bly get them

And that's why we approached Sant ee Cooper
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1 on three issues. One was to reduce the term of
2 the contract. The second issue has to do

3 wth -- and it's conplex, but it has to do wth
4 basically going to the issue of freeing up our
5 custonmers to be able to use solar, to be able

6 to use batteries, to not have a penalty

7 associated with that use, as we currently have
8 under our contract with Sant ee Cooper.

9 So that was one of the things we were

10 trying to do with Santee Cooper, was to get

11 themto expand that, because we could see the
12 way the world was going. W' ve got to adapt to
13 it. And we wanted our custoners to have that
14 opportunity, simlar to the opportunity that

15 the retail side has on Santee Cooper. They

16 have that freedom W wanted our nenbers, all
17 t hose custoners that we serve, to have the sane
18 freedom So we asked for that.

19 The third thing we did, we wanted

20 everybody to be able, if they could, to settle
21 the litigation. W wanted to have a conplete
22 package. And Santee Cooper -- we were frankly
23 concerned that Santee Cooper had no nechani sm
24 for doing that. That's why we tal ked about

25 woul d you consi der doing a transm ssion sal e?
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1 That's what we tal ked about. But they did not
2 want to do that. So we were concerned that

3 they did not have a nechanismto settle it.

4 As it turns out, a nmechani sm appear ed,

5 because Dom ni on showed up with a check. So

6 now we' ve got what anmpunts to, possibly, sone
7 conplete bid on that -- on that part.

8 Now -- and | know |'m getting w ndy,

9 M. Chairman. Ckay.

10 CHAl RVAN LEATHERVAN:  Let ne ask you this.
11 MR. TI ENCKEN: Yes, sir.

12 CHAI RVAN LEATHERVAN:  Domi ni on showed up
13 with a check. Dom nion, NextEra, which one

14 showed up with a check?

15 MR. TIENCKEN. Well, what happened in the
16 settl enment proceedings is that Dom nion has put
17 in $320 mllion toward the settlenent of the
18 litigation. That's where the noney cane from
19 to do the settlenent of the litigation.

20 CHAI RVAN LEATHERVMAN: | believe | heard
21 you say y'all did not have access to the data
22 room

23 MR. TIENCKEN: That's right.

24 CHAI RVAN LEATHERVAN: Did the bidders have
25 access to that?
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MR. TIENCKEN. O course. Yes, sir, they
di d.

CHAl RVAN LEATHERMAN: Did you ask that you
go to the data roonf

MR TI ENCKEN: We did.

CHAl RVAN LEATHERMAN.  \What was the
response?

MR. TIENCKEN. Well, the response was that
t he Departnent believed that the data room was
not necessary for us to conduct our
negoti ati ons associated with the renegotiation
or negotiation of a power contract.

So in fairness to them that was their
position. W didn't contest it.

CHAI RVAN LEATHERVAN:  The Departnent's
condi tion?

MR. TIENCKEN: Yes, sir. That was the
Departnent's decision on that. They wanted to
maintain -- again, | heard this from-- | heard
this all the tine: W want to maintain the
integrity of the process. And that was one of
the things that they decided was inportant, to
mai ntain that integrity.

CHAl RVAN LEATHERMAN:  Senator Groons, |'m

sorry to interrupt you.
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SENATOR GROOMS:  Just a foll ow up.

So Central asked for relief with the
I ntegrated resource plan, and Sant ee Cooper
r esponded.

MR. TIENCKEN: Here's two things we asked
for. One, we asked for the -- an extension.

I nstead of having a contract that's 2058, we
asked for a contract that was shorter, 2053.

And the last iteration of the negotiation,
and we've got -- and by the way, all of these
docunents are retained by the Departnent. They
have a copy of all of this. And if they were
to rel ease these, you would see this is what
happened.

And the | ast piece of information we got
from Sant ee Cooper on that particular issue
canme on February the 2nd. And on that issue,
that issue alone, they added a condition. They
said, "We'll give you five years off your
contract, but you' ve got to waive any concerns
t hat you have about us serving nunicipalities
in the state.™

And | had -- we didn't know where that
came from We didn't know why it showed up on

the last day. W asked them about that. They
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1 did not respond back to us, but it becane a

2 condi ti on upon which we coul d not agree,

3 because that's a |l egislative determnation as
4 to whether or not Santee Cooper can serve

5 additional nunicipalities throughout the state.
6 That is not our condition. W had no ability
7 to deal with that.

8 So that, in that particular instance, we
9 said, "Well, we can't agree to that because we
10 don't have the authority.™

11 Second. The second issue deals with this
12 ability to be able to take, in our case, to

13 take a very inportant thing -- solar,

14 batteries -- blend theminto our retail

15 custoner m x. And Santee Cooper agreed: "W
16 think that's not a bad idea. W can figure out
17 how to do that later."

18 And here is the problemw th that, and

19 this is what we said: |It's a very conplicated
20 formula to be able to determne if sonebody is
21 shifting costs. Here's -- I'"'ma lawer. W've
22 got people that can explain it better than ne,
23 but let nme give you ny sinple viewon it.

24 Sonebody puts a solar unit on their house.
25 And in -- by just doing that, what happens is
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Is that transfers sone cost to sonebody el se.
It's a cost shift. It's not nuch. It's a
little, but it just transfers a cost shift to
ot her custoners. That's why there's a |ot of
concern about how this is done.

And so what we were | ooking for was a
preci se anount of solar that we could do that
for. In other words, a very neasurable --
measurabl e, certifiable, identifiable, clear
target.

And what Santee Cooper cane back and said
was is, "Well, we'll figure out a way to do it,
to prevent cost shift."

And | said, "Well, that's good."

And we appreciate that effort; but the
problemis that we haven't been able to cone to
agreenents with Sant ee Cooper in negotiations.
So an agreenent to agree later on was not
sonething that we felt |like we could agree with
as a condition of acceptance of their proposal.

So that's sort of where that ended up.

SENATOR GROOMS:  So - -

CHAl RVAN LEATHERMAN: Let ne fol | ow up.

SENATOR GROOMS:  Yeabh.

CHAl RVAN LEATHERMAN:  You say "they." Wo
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from Sant ee Cooper was telling you whatever
they were telling you?

MR. TIENCKEN: Their negotiating team
That woul d be, well, M. Duckworth,

M. Bonsall.

CHAI RVAN LEATHERMAN:  Prior to them
arriving on the scene, who was the first person
to --

MR. TIENCKEN: Yes, sir. The docunent
trail will show you that the | ast comruni cation
was with M. Duckworth.

CHAI RVAN LEATHERMAN:  Prior to them
getting on the scene, who did you deal with at
Sant ee Cooper ?

MR. TIENCKEN. Ch, prior to the
negoti ati on under Act 957

CHAI RVAN LEATHERVAN:  Prior to M. Bonsal
and M. Duckwort h.

MR. TIENCKEN: No, those were the people
we were always engaged with during the Act 95
process.

SENATOR GROOMS: I n a post Act 95 world,
I f Sant ee Cooper was reformed, would there be
other itens that Central would like to see

anended or changed within the Coordination
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Agr eenent beyond the term the integrated
resource plan -- and there was another item you
menti oned, Nunber 3.

SENATOR DAVIS: Distributed energy.

MR. TIENCKEN:. Distributed energy, and the
termof the two itens we brought up. W did
not bring up a bunch of little things. Those
are -- typically, sonebody says that you sign a
contract, and then you end up negotiating ot her
contract changes |ater on, because that's the
way the power industry is. Because the world
I s changing all around you, you have to be able
to change the contract a little bit here and
there. And that's been a problem because
we' ve not been able to nove the contract terns.

So there are other issues. | would,
frankly, say they are not critical issues to
Sant ee Cooper, nor are they critical issues to
Central, but we would want to tal k about them
because that's what people who work together
do. They tal k about it.

SENATOR GROOMS: Thank you, M. Chairman.

CHAl RVAN LEATHERMAN: M. Davi s.

SENATOR DAVI S: Thank you.

| want to follow up on sonething, because

EveryWord, Inc. Court Reporting Page: 114 www.EveryWordInc.com



Senate Finance Meeting

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

this is sonmething that | asked M. Bonsall and
M. Duckworth during their presentation.

And as part of their reform proposal, they
had, in very bold print, "Renove cap on
di stributed energy resources.” And that was a
very inportant consideration to ne,

M. Chairman because, as you know, in the
Energy Freedom Act that we passed |ast year, it
had provisions in regard to | arge-scal e sol ar
and PERPA and the ability to have | PPs sell
their power to the grid.

But anot her inportant conponent of the
Energy Freedom Act was renoving that 2 percent
cap on distributed energy, so that rooftop
solar, they could sell power back in that
net eri ng.

And | specifically asked the question in
that regard and recei ved an assurance that that
was a material part of the reform proposal.

And |'m hearing today that it was a subject of
a negoti ation under the Coordinati on Agreenent,
and that Central requested that restrictions or
constraints placed on that distributed energy
be considered by Santee Cooper. And what |'m

hearing is that there was no agreenent in that
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regard.

And 1'd Ii ke you to expound on that a
little bit further. What sort of restraints or
restrictions on distributed energy are in that
Coordi nati on Agreenent? And further explain,
why is it, especially since this is a l|listed
part of their reform proposal, why there wasn't
a wllingness to negotiate with Central in
regard to renoving those constraints.

MR. TIENCKEN: Well, of course, | can't
answer for Santee Cooper on that point, but I
can tell you that the Coordination Agreenent
currently contains caps. And, Mark, one and a
hal f percent is a cap.

Basi cal ly what that neans is that
collectively, the system-- our system
Central's system-- can't have nore than one
and a half percent of the power conmng from
t hese resources w thout a penalty being added
back. It's alittle nore conplex in that, but
that's what it is.

Now, the reason for that is because
there's a desire, and rationally so. | nean,
nost power conpanies need to have clarity on

how much | oad can be shifting off at any one
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1 time, how nmuch can nove because of renewabl e

2 resources. They want clarity, and that was

3 clarity, one and a half percent.

4 What we said was, "G ve us nore, because
5 we believe the world has changed since 2013."

6 So that's why we said that that way.

7 Now, the way they said it to us was,

8 "OCkay. Well, we'll renove it, but then we'll

9 end up having to renegotiate that after this

10 process i s passed.”

11 Vel |, that, based on our past efforts to
12 negoti ate, was not a conforting position for us
13 to be in, so we could not agree to that upfront
14 as the solution, because there was no cl ear

15 path for a solution.

16 SENATOR DAVI S: Thank you, M. Chairnman.
17 CHAI RVAN LEATHERMAN. Let ne foll ow up

18 there for a nonent. Did | understand you to

19 say that this instance, maybe ot her instances,
20 Sant ee Cooper was tough to negotiate with, to
21 deal with?

22 MR. TIENCKEN: | can't say that generally.
23 | can say, just with us, that we've been unable
24 to work out things that you would think we

25 coul d work out.
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CHAI RVAN LEATHERMAN:  Senator Set zl er ran
awnay.

SENATOR ALEXANDER: Thank you. Wile
we're waiting for the Senator from Lexington to
return, a couple things.

One is, | want to make sure that |'mclear
as far as the termof the contract and the
reformthat was put forth. Five years is what
you requested. You didn't request --

MR. TIENCKEN:. W actually requested nore
t han that.

SENATOR ALEXANDER: What did you request?

MR. TIENCKEN: W requested consideration
of a 10-year reduction. They responded -- you
know, this is give and take in negotiation.

W' re not conpl ai ni ng.

SENATOR ALEXANDER: No. | asked the
guestion, so | understand.

MR. TIENCKEN. So they ended up with five
years. They said there would be a potenti al
for nore. But they ended up conditioning that
on an agreenent whereby we would need to give
approval, | guess, to them serving | oads that
they currently can't serve under South Carolina

| aw.
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SENATOR ALEXANDER: So that woul d take a
change in the law to address that?

MR. TIENCKEN: W think it would. And we
asked about that, and we did not get a response
on that.

SENATOR ALEXANDER:  There were ot her
things you didn't get a response to that you
asked?

MR TIENCKEN:. No. W got -- the
responses |'ve just described to you, Senator,
t hose are the ones -- Senator Al exander, those
are the ones that we got.

So yes, every issue we addressed, they
responded. The question is whether we could do
it or not, or whether we could agree to it.

SENATOR ALEXANDER: So, M. Chairman, if |
could. Wen you said just a mnute ago that
they're tough to work out sone things, | think,
basically what | heard you say. Then | heard
you say earlier there that there are sone ot her
things that are not as critical issues as other

I ssues that need to be worked out.

So, | guess, following up on ny friend
fromBerkeley, is there a process -- is part
of -- if we were to consider additional reform
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nmeasures, are there -- does there need to be
consideration for sone type of a process to
address those other -- because on the one hand,
| hear you say, "Well, there's sone things, but
not as critical. W can work those out."

But then on the other hand, | heard you
say, "Well, there are things that we tried to
wor k out, but we can't get them worked out."

So, | guess, does sonething need to be
spoken to there that gives us a path forward?

MR. TIENCKEN: What | would say to that,
Senator, is it's all about, you know,
relationship and trust. And nost of these
contracts, there's always going to be sonething

where we think one thing, they think another

thing. It's going to be -- it's just the way
busi ness, as you know well, is conducted. And
you give and take. It's give and take.

But "no" is not a negotiation. And that's

where we've had trouble. The answer is, |
don't think that --

SENATOR ALEXANDER:  So t hey haven't
negoti ated, necessarily?

MR. TIENCKEN. Well, if we've negoti ated,

we haven't ever ended up with an agreenent.
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And what | would give themis that |'msure
we're not as easy to deal with sonetines as
other folks, too. So | don't nean to suggest
that we're the easiest people to deal with, but
we try to be reasonabl e.

SENATOR ALEXANDER: We ki nd of understand
that around this room here.

MR. Tl ENCKEN: Yes, sir.

SENATOR ALEXANDER: | guess ny question
Is, are you confortable with or is there a
process that needs to be considered for those
nore m nor issues that have not been, or would
not be going forward -- and as M. Couick said,
we're | ooking forward. Does there need to be
sonet hing put into sone type of consideration
to address that process, to nmake sure that
sonebody finally cones to sone type of an
agreenent or resolution, whether it's an
agreenent or not, a resolution to the matter?

MR. TIENCKEN: Well, ny opinion on that is
that the other proposed reforns that have been
suggested woul d resolve all of these issues.

SENATOR ALEXANDER: So you all woul d feel
confortable fromthat aspect?

MR. TIENCKEN: Yes, sir. Yes, sSir.
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1 SENATOR ALEXANDER: Are there any parts of
2 the reformthat you do not feel confortable

3 with?

4 MR. TIENCKEN: That's another party's

5 response, if | nmay.

6 MR COU CK: As a policy note,

7 M. Chairman, one of the things given to you

8 today by John Frick was, give sone standards of
9 conduct for board nenbers. One of those would
10 be whet her they would work to get

11 enforceability of conprom se, that sort of

12 thing, within the joint commttee of the

13 Coordi nati on Agreenent, and things |like that.
14 | explained earlier today sone failures of
15 that joint commttee, that's half co-op, half
16 Central -- | nean, Santee Cooper. As part of
17 an annual review, maybe by the PERC Conmttee,
18 M. Chairman, the PERC Comm ttee could have an
19 open -- right now you wite everybody that's

20 I nvol ved at PSC and all the rest and say, "How
21 do you feel about it? How did this year go?"
22 You would wite Central, you would wite
23 co-ops, and you'd say, "How has your

24 rel ati onship been with Santee Cooper over the
25 | ast year?"
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There woul d be an opportunity at that
point for you to hear, "There's five years of
unresol ved audits out there.”

And you woul d be able to ask during that
hearing, "Why haven't they been resol ved?
What ' s hangi ng out there?"

So far we've not had that. This goes back
to that letter of March 2016, where we were
| ooking for regular oversight. | would share
wi th you what John Frick articul ated about that
advi sory commttee, that includes the governor,
the treasurer, the conptroller general. Gve
them responsi bility ongoi ng about overseei ng,
maki ng sure that negotiations are going on in
good faith.

The chief thing, Senator from Lexington,

I s havi ng sonebody you trust that you're
dealing wth.

SENATOR ALEXANDER: | guess that's the
guestion, is figuring out how we restore trust.

MR. COU CK: That's the key thing.

And sorry to interrupt, John.

CHAl RVAN LEATHERMAN:  Now, wait a m nute,
bef ore you | eave there.

MR COUCK: | was the one begging to sit

EveryWord, Inc. Court Reporting Page: 123 www.EveryWordInc.com



Senate Finance Meeting

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

down earlier.

CHAl RVAN LEATHERMAN:  Yeah, you did beg.
You got back up voluntarily, so you nust I|ike
it up there.

So the word "trust" has been used two
times in the past four or five mnutes. |
m ght ask you or M. Frick or whoever. |If the
guestion is too tough, you mght just say the
weat her's nice outside today. |s there trust
between y'all and Santee Cooper?

MR COUCK: | don't apply this to the
rank-and-fil e enpl oyee at Santee Cooper.
They're great people. They do a good job. W
deal with them every day. There are
departnments wthin Santee Cooper that there's
great trust, and there are people in this room
that work for Santee Cooper that people trust.

But there are | arge swaths of the senior
managenent, of the board, that because of
experience over the | ast decade, where the
trust has just eroded. And this is not a MKke
Coui ck assessnent of things; this is what I'm
hearing fromthose folks fromthe |ocal co-ops
in the room is their patience is shot,

M. Chairman, of hoping that things will get
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1 better. And that |eads to an erosion of trust.
2 It's not necessary that sonebody has to lie,

3 cheat, or steal in order to | ose your trust.

4 At sone point you |ose trust because things

5 just don't get better.

6 CHAI RVAN LEATHERVAN:  Who, prior to

7 M. Bonsall and M. -- whatever his nane was

8 com ng onboard -- who was calling the shots at
9 Sant ee Cooper ?

10 MR. COU CK: You're tal king about after
11 M. Carter left?

12 CHAl RVAN LEATHERMAN:  Maybe whil e

13 M. Carter is there and then after he left,

14 yes, Ssir.

15 MR COUCK: M. Chairman, | would not

16 know who was cal ling the shots. Wat it

17 appeared to be that, when M. Carter was there,
18 you weren't sure whether the board was al ways
19 I nformed of what was going on. And that was
20 the letter that was witten in March 2016 to
21 Senator Al exander's joint conmttee, was there
22 seens to be a gatekeeper. And we're not sure
23 that we can always get our information.

24 Senator, the legislation that was passed
25 i n 2005 by the General Assenbly has the
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1 busi ness judgnent rule in it to protect

2 trustees or board nenbers at Santee Cooper.

3 They're only protected to the extent they avail
4 t hensel ves of expert information, reports.

5 And | would put in that category, if

6 Central wants to send a report that has

7 expertise in it, they need to be given access
8 to it; otherwise they're setting thenselves up
9 for individual liability. That's the business
10 judgnment rule. That letter of March of 2016
11 said, "Let's nmke sure there's no gatekeeper

12 precluding information fromgetting there."

13 Once M. Carter was gone, | don't know

14 that there was a gat ekeeper keeping things

15 there or not. Did the board voluntarily decide
16 they were going to circle up the wagons and

17 protect the status quo?

18 That's another word |I'd hope that you

19 woul d renenber. Status quo equals | ack of

20 trust. So M. Brogdon -- when Judge Brogdon
21 was there, | don't know that he was calling the
22 shots. He shared wth us that he was there

23 nore or less in a caretaker capacity. He was
24 not there, he believed, to nake mmjor

25 deci si ons.
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So who was in charge? They had a chairnman
that was there for a short while, that -- |
know that that was a struggle. The appearance
by M. Hochstetler in January 2019, when he
shared al nost everything | shared with you
t oday about audits and gypsum and all that,

M. Condon was at that; M. Ray was at that.

So what | would share with you is, | don't
know who's in charge right now | don't know
who's calling the shots.

CHAl RVAN LEATHERMAN:  Senat or Set zl er,
you' re next up.

SENATOR SETZLER: Am | next?

CHAI RVAN LEATHERMAN:  Yes, sir.

SENATOR SETZLER: Thank you. Thank you,

We've talked -- | apologize. And | failed
this norning to say what | said to everybody
else, so I'll say it to you: Don't read
anything in ny questions as to be you think
what ny position is, because | believe in
aski ng questions regardl ess.

It would be to Central's benefit,
regardl ess of what happens, to settle the Cook

litigation, period; right?
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1 CHAI RVAN LEATHERVAN: |Is that a question?
2 SENATOR SETZLER  Yes, sir.

3 MR. TIENCKEN: Yes, sir, | believe that it
4 woul d be beneficial to resolve all the

5 differences and settle everything at once, if

6 possible. That's ny recomendation to ny

7 boar d.

8 SENATOR SETZLER: Right. So you're not --
9 | want to be sure that you're not dealing with
10 the Cook litigation based on whether the

11 General Assenbly goes from a purchase of

12 managenent or a restructuring.

13 MR. TIENCKEN: No, sir. That is a

14 separate path. And as | mght say, in that

15 path, a settl enent agreenent does not

16 anticipate that Central adopt a reformplan; it
17 doesn't antici pate anythi ng about governance.
18 That settlenent agreenent for the litigation is
19 on its own. That's separate.

20 SENATOR SETZLER  And if the Ceneral

21 Assenbly chose Santee Cooper's proposed reform
22 you would still be -- Central would still be

23 bound by the current Central Coordination

24 Agr eenent ?

25 MR. TIENCKEN: It would be, yes, sir.
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SENATOR SETZLER As it sits?

MR. Tl ENCKEN: Yes, sir.

SENATOR SETZLER: And that agreenent was
negoti ated by Central with your |awers, and
you entered into it until 2058. That wasn't
sonething that you didn't have any part of?

MR. TIENCKEN: We were wi de awake and knew
what we were doi ng.

SENATOR SETZLER  Ckay.

As a part of this process, has the Central
board, as we sit here today, voted to approve a
Central Coordination Agreenent with a potenti al
pur chaser ?

MR TIENCKEN: No, sir.

SENATOR SETZLER  And as we sit here
t oday, has Central voted under Santee Cooper's
reformplan for a Central Coordination
Agr eenent ?

MR. TIENCKEN: Well, under the reform
pl an, Central's Coordi nation Agreenent renains,
as you already pointed out, Senator, intact.

So there is no vote on whether or not the
Coordi nati on Agreenent is nodified or anything,
because there's no proposed nodifications to

t he Coordi nati on Agreenent today.
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1 SENATOR SETZLER Wl l, | thought they

2 testified that they'd nmade sone suggestions or
3 recomendat i ons of changes they woul d agree to,
4 and they got no response. That's what |I'm

5 trying to get at.

6 MR. TIENCKEN: Yes, sir. And | think you
7 may have stepped out for just a nonent while |
8 addressed that issue.

9 SENATOR SETZLER  Ckay.

10 MR. TIENCKEN: But let ne break it down

11 pretty quickly.

12 Those are -- those are requests that we

13 had of them W wanted a shorter term W

14 wanted the ability to put nore enphasis on

15 sol ar and other distributed energy resources.
16 W wanted those. And that's what we asked for
17 every bidder, the sane thing.

18 And what we've got back fromthem was,

19 "Yes, but, conditioned upon."™ And we were not
20 able to reach an agreenent with them because of
21 the "conditioned upon.™

22 So we don't have what we woul d |ike, which
23 is a shorter term nor do we have what we woul d
24 like, which is the ability to do distributed

25 energy resources w thout penalty on the
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cooperative system

SENATOR SETZLER: Al right, sir. So as
we sit here, you are bound under the managenent
proposal and the reform proposal to your
current Central Coordination Agreenent?

MR. Tl ENCKEN: Yes, sir.

SENATOR SETZLER: The only option you
woul d have to change it woul d be under the
pur chase proposal ?

MR. TIENCKEN: That is correct.

SENATOR SETZLER Al right, sir. And
you're not inplying that the General Assenbly
has any right to nodify your current Central
Coordi nati on Agreenent with Santee Cooper? W
don't have the legal right to do that?

MR TIENCKEN:. Well, | wouldn't tell you
what you can or cannot do, but we would think
you m ght not be able to do that, yes, sir.

SENATOR SETZLER: Okay. And in discussing
w th Sant ee Cooper, they put in their responses
to us yesterday, or whenever it was, sone
| anguage that -- and I'msure M. Couick wl|
have a conmment on this -- for inproved
rel ati ons between Central and Sant ee Cooper

goi ng forward:
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1 "Sant ee Cooper proposes and agrees that

2 bot h Sant ee Cooper, Central, and the State

3 cooperatives be placed under the authority of
4 the Public Service Comm ssion to the sane

5 extent, to provide uniformty of conduct and
6 | mredi ate regulatory redress in the event of

7 future disputes.™

8 MR COUCK: M. Chairman --

9 SENATOR SETZLER: Would you like to

10 coment on that statenent that they nmade?

11 MR COUCK | would, and I want to do it
12 on behalf not of Central, but of the nenber

13 cooperati ves.

14 SENATOR SETZLER  That's the reason |

15 asked you, because ny co-ops are sitting out
16 t here.

17 MR COU CK: M. Chairman, John Frick and
18 | went back and |listened to that several tines,
19 t hat exchange. Because when | heard you talk
20 about that the other day, | heard you address
21 it, | thought, under the PSC, what does that
22 mean? And it nmeans everything. | think they
23 were tal king about an | RP process.

24 And M. Bonsall made it specific, and he
25 said that it was sonething that was suggested,
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but if the co-ops didn't want to be on it, it
woul d be okay.

| know that M. Penland had shared that
|RP idea with M. Frick earlier this week.

It's not as bad as it first sounded, but we are
al ready under the Comm ssion for the Cting
Act, co-ops are. Santee Cooper is the only
type of utility that's not.

We are there under the Public Service
Commi ssi on, under the governance | egislation
you passed | ast year, Act 56. We're already
there. W're just not there for the things
t hat our boards do as regul ators, because
they're elected by their nenbers, and
that's rate setting. But we are regul ated by
OS&P to a certain extent. They can nake sure
t hat we have open hearings, open review of our
rates by our nenbers. They can see
t ransparency.

So it didn't scare ne, once | understood
what M. Bonsall probably ained at. 1'Il share
with you, when you read it out, | was going,
"What ' s goi ng on here?"

It was one of those things that at first |

was tenpted to be a little angry until | went
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back and |istened to the exchange that went on.
| would tell you that that, on its face, didn't
seemlike it was trying to create a

rel ati onshi p, because for one thing, it kind of
cones up in the mddle of sonething, and it
seens to be out of context, Senator.

SENATOR SETZLER: So if a part of
ref orm ng Santee Cooper involved changing their
bond covenants in the future, where their board
didn't set their rates but the PSC did, are you
I nterested in going under the PSC with them for
t heir suggestion?

MR COUI CK: How would that relate to the
CO- 0ps?

SENATOR SETZLER | didn't say it did. |
j ust asked.

MR COUICK: M. Chairman, | don't think
everything you have to do with PSC necessarily
| npacts their bond covenants. | think they
shoul d concede that not everything on the
Citing Act would violate the --

SENATOR SETZLER: We do understand that,
M. Couick. W do understand.

MR, COU CK: |'mtal king about that Santee

Cooper woul d have to concede that not
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1 everything the Comm ssion would do woul d i nvoke
2 t heir bond.

3 SENATOR SETZLER Al right, sir.

4 M. Tiencken, if you'll conme back, let ne

5 pursue what | asked you about with M. Couick

6 t hi s norni ng.

7 MR. Tl ENCKEN: Yes, sir.

8 SENATOR SETZLER: Because | think ny

9 guestion got m sinterpreted.

10 Clearly, there is a problem-- | don't

11 t hi nk anybody questions -- with Santee Cooper
12 entering into long-termcontracts, i.e.,

13 60-year contracts with gypsumto 2058 on the

14 Central agreenent.

15 Fromthis perspective, if any of that goes
16 south -- and as y'all have said, Santee Cooper
17 Is a State asset -- does the State -- should

18 the State have a role, once a contract reaches
19 a certain length that Santee Cooper intends to
20 enter into, of review ng, approving, et cetera,
21 so that the State at sone point doesn't get in
22 the box that we're currently in relative to

23 sonme of their actions?

24 MR. TIENCKEN: |t sounds certainly wise in
25 retrospect. | think, if |I may just address the
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1 one contract that I'mfamliar with, and that
2 I s the Coordination Agreenent.

3 SENATOR SETZLER  Ri ght.

4 MR. TIENCKEN: | think that contract,

5 al t hough sounding long in terns, it in fact

6 represents what was typical in the old

7 | ndustry.

8 SENATOR SETZLER  Correct.

9 MR. TIENCKEN. So not atypical -- in the
10 | ast five years, the world has changed. And as
11 everybody knows, fracking has altered that.

12 Going forward, | cannot see that type of

13 contract being done again.

14 But your point is a good one. | nean, the
15 I ssue is, are there obligations beyond which
16 time -- you know, managenent's gone, board's
17 gone, and these thing fall back. And as the
18 gypsum contract, strangely, 60, 70 years of

19 commitnment, which is going to cost $15 mllion
20 a year, 11- to $15 nmillion a year. That's a
21 | ot of noney.

22 And so we -- | think there is sone

23 advant age of that today.

24 SENATOR SETZLER: So that concept woul d
25 not be offensive to you?
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IMR. TI ENCKEN: Not to ne.

SENATOR SETZLER O to Central.

MR. TIENCKEN: And Central, | would say
Central would not be offended by that at all.
SENATOR SETZLER  Okay. This whole
concept -- which is a proper role for Central,

so don't read into it --

MR TIENCKEN: Yes, sir.

SENATOR SETZLER: -- that you're taking
advant age of sonebody. You've got a
responsibility to negotiate on the best
I nterest of your custoners, just |ike Santee
Cooper has a responsibility.

But it appears to ne that this Central

Coordi nati on Agreenent, whenever it's

negoti ated and all, or these new plans with the
opt-out -- and |I'm not opposed to the
opt-out -- but it clearly has got to have an

| npact on ot her people, other than Central's
custoners, and it has got to be a bal ance --
sonebody's got to protect that bal ance.

And the question is: Wth all of the
t hi ngs Sant ee Cooper has done wong, have they
not protected the balance wth their other

custoners? And | realize you ve got 70 percent
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1 of their customers.

2 MR. TIENCKEN: Right. | think there's

3 been a very clear balance. And soneone spoke
4 earlier about the rates. | think nobody on the
5 Central team believes that the retail class has
6 been di sadvant aged by our presence on this

7 system And | say that not with -- not with

8 any degree of accusation. It's just sinply

9 that | think our presence on the system has

10 hel ped keep retail class rates down.

11 The opt-out, however --

12 SENATOR SETZLER  Because of the nunber of
13 your custoners, for exanple.

14 MR. TI ENCKEN: Because of the | arge nunber
15 of kilowatt hours that we purchase, yes.

16 But | do believe, going forward, that --
17 goi ng back to the world changing, these ideas
18 of large central system huge investnents,

19 they're just -- they're beconmng |less and | ess
20 popul ar and | ess and | ess doabl e, except by

21 | arge enterprises, |like NextEra, that have the
22 capability to denonstrate a pocketbook to nmake
23 It happen.

24 So what you will find is you wll find

25 peopl e wor ki ng col | aboratively, as we
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suggest ed, perhaps with the nucl ear, working

col l aboratively to share the risks. And that
makes it very likely, very, very likely, that
our presence or absence on the systemw || not

cause a shift in cost to the retail side at

al | .

So | would say that that's very likely
what wi Il happen. | can't say what decisions
Sant ee Cooper will nmake, because it's all

within their control today as to whether or not
t hey choose to build a certain thing or choose
not to build a certain thing to serve their
custoner classes. The only one they can't do
that now for, because of the opt-out agreenent,
s Central .

SENATOR SETZLER: What | think | really
hear you saying is -- and these are ny words,
not yours, but would you agree with them --
that if Central is reforned, the -- one of the
nost i nportant parts of that reformwould be
| eadership that not only has the capability to
deal with the hole that Central's got to be --
| nmean, that Santee Cooper has got to dig out
of, but the vision to understand the change in

the industry in the future and how to contract
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1 and deal with that.

2 MR. TIENCKEN: That's absolutely right.

3 SENATOR SETZLER M. Chairman, | think

4 that's all |I've got right now.

5 CHAI RVAN LEATHERVAN:  Thank you, Senat or.
6 Senat or Al exander.

7 SENATOR ALEXANDER:  Thank you,

8 M. Chairman. | would just like, on the

9 presentation that you've provided, in scrolling
10 t hrough that --

11 MR TIENCKEN: Yes, sir.

12 SENATOR ALEXANDER: -- | just wanted to
13 have you all speak to -- under page 3, | guess
14 it is -- just the Act 95 process has delivered
15 value to the consuners. | would |ike to hear,
16 just briefly, your coments on that.

17 MR. HOCHSTETLER M. Chairman, to answer
18 the question, it absolutely has. The process
19 al one --

20 SENATOR ALEXANDER: The process through
21 the Departnent of Adm nistration that was

22 adopt ed under Act 957

23 MR. HOCHSTETLER: Absol utely.

24 SENATOR ALEXANDER: Coul d you expand upon
25 that, briefly?
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1 MR. HOCHSTETLER: | can. 1'mgoing to use
2 a few hand noti ons.

3 So our rates, before the nuclear unit was
4 st opped, | ooked |ike this, our projections

5 (indicating). Wen we stopped, they cane down
6 alittle bit (indicating). The process has

7 forced everyone to say running coal is not the
8 future.

9 And the projections -- so the first thing
10 John tal ks about what that team asked. The

11 first thing was al ways, "W want the | owest

12 possi ble rates we can get, with energy

13 delivered reliably."

14 Qur process right now, everyone changing
15 things, they look flat. So the process has

16 al ready delivered results, delivered val ue for
17 t he consuners of the state, your constituents,
18 our nenbers.

19 SENATOR ALEXANDER: And if |I'm reading

20 your chart right on there, these are what you
21 are calling net present values as a result of
22 that process; is that correct?

23 MR. HOCHSTETLER: Absolutely. So,

24 again --

25 SENATOR ALEXANDER: So from'20 to ' 24,
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1 the next five years -- please.

2 MR HOCHSTETLER: Sorry.

3 Yes. So what you're |looking at -- and we
4 won't it put it on the overhead, but this

5 page -- these are net present values of the

6 revenue requirenents of Santee Cooper. So this
7 I's the anmount of noney they need to coll ect.

8 Net present value; a dollar today is worth nore
9 than a dollar 10 years fromnow, so net present
10 val ue, the revenue they need.

11 So the | ower the nunber, the |ower revenue
12 they need; thus the lower cost. It translates
13 to lower cost. So the smaller the nunber

14 ultimately would I ead to | ower rates over tine.
15 So we didit in terns of 5-year, 10-year,

16 20- years.

17 W did our own anal ysis, our own

18 assunptions. And as M. Tiencken pointed out,
19 we did have different assunptions than the

20 Departnent of Adm nistration, but our results
21 were always relatively in line with one

22 another, if that's hel pful.

23 SENATOR ALEXANDER: If I'mreading this

24 correctly, that's in -- net present val ue,

25 that's in billions?

EveryWord, Inc. Court Reporting Page: 142 www.EveryWordInc.com



Senate Finance Meeting

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR. HOCHSTETLER: Billions of dollars.

SENATOR ALEXANDER:  So over the next five
years, that's seven -- these are savings that
are bei ng spoken to?

MR. HOCHSTETLER: No. That's the total
revenue requirenents.

SENATOR ALEXANDER: Total revenue
requirenments?

MR. HOCHSTETLER: The net present. So,
again, discounted to today's --

SENATOR ALEXANDER: Today's val ue?

MR. HOCHSTETLER: Yeah. Total revenue.

SENATOR ALEXANDER: But the process is
certainly, then, neaningful cost reductions as
a result of Act 957

MR. HOCHSTETLER: |If you | ook out, to ne,
the 20 years, it's billions of dollars,
billions of dollars. And the report stated
t hat sanme thing, Senator.

SENATOR ALEXANDER: But that is in
billions. That's significant savings.

VR, HOCHSTETLER:  Significant.

And that's why | started out with
"appreciative," appreciative of all you've done

and your staff has done, and the work that
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1 Marcia and her teamdid as well.

2 SENATOR ALEXANDER: Thank you.

3 CHAI RVAN LEATHERMAN: W' ve been focused

4 on this issue for a good long while now It

5 | ooks to ne |ike we've had -- two, four -- five
6 fol ks cone before us. The first one is a

7 Depart nent of Adm nistration expert.

8 SENATOR SETZLER. M. Chairnman, |

9 apol ogi ze for interrupting you. Are you

10 through with hin? 1'mnot sure the court

11 reporter can hear you.

12 CHAl RVAN LEATHERVMAN:  |I'mgetting ready to
13 get through with him

14 SENATOR SETZLER  Ckay.

15 CHAl RVAN LEATHERVAN: Let ne get rid of

16 hi m one way or the other. He's ready, | think,
17 Senat or Set zl er.

18 | was just starting to say we've been

19 focusing on this. W had -- two, four -- five
20 di fferent groups cone before the conmttee.

21 The staff can recall -- we don't keep a tine

22 cl ock up here. The best they can recall, we've
23 had over 20 hours of testinony.

24 So | don't know about the other nenbers.
25 ' m probably testinonied out. Mybe you are;
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maybe you're not. So if you' ve got sonething
el se that you really just feel you've got to
get off your chest, please let us hear it. |
don't want to cut you off.

MR, HOCHSTETLER: | would just -- again, |
sincerely nean this, to each of you, and to the
staff, who has done extraordi nary work: \What
you' ve done for the constituents of the state,
the citizens of the state, who are our
menber/owners, it's appreciated so far. And
t hank you for that.

CHAl RVAN LEATHERVAN: | really want to
thank this commttee, the nmenbers of it.

You' ve been very attentive. That's pretty
unusual, for a bunch of senators to be --

SENATOR CAMPSON: How about nonnenbers?

CHAl RVAN LEATHERMAN:  |''m just saying that
it's very unusual, a bunch of senators to be
attentive, but they have been. They've been
patient; they' ve been polite to each other,
polite to the people testifying. And | really
appreci ate that.

| guess where | amat this point in tineg,
we need kind of a cutoff point. [If any nenber

of the commttee has comments they want to neke
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on one of the three or all three of the
recommendations that cane to us fromthe
Depart nent of Adm nistration.

M. Davis, do you have sonet hi ng?

SENATOR DAVIS: | would. Thank you,
M. Chairman.

"Il begin with ny coments begi nni ng
where the Senator from Cconee left off, and
that the Act 95 process has in fact delivered
val ue for consunmers. But what it's also done
s delivered value to nenbers of this commttee
and nenbers of the General Assenbly.

| think it's reflective of the fact that
you can have a debate in theory, you can have a
debat e based on hypotheticals, but nothing
shar pens the debate and the inquiry nore than
havi ng three specific proposals in front of us,
and then having very conpetent people for each
of those groups that nmade recommendati ons
maki ng argunents for their proposal, and then
the ability for us to then ask questions of
t hem

| think, you know, in speaking for nyself,
over the last nine or 10 nonths, | was in no

position |ast April or May -- beyond j ust
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sinply spouting off sone phil osophi cal
preference for things being in the private
sector than the public sector, | had no ability
what soever to say to ny constituents that | was
in a position to make an inforned decision on

t heir behal f.

| can say that now. And sone of ny
initial thoughts -- and I'I|l just share them
for what they're worth -- is that each of the
t hree recommendati ons have nerits. FEach of the
t hree recommendati ons have, | think, what |
woul d consider to be material deficiencies in
that regard. And "material" neaning
di spositive or inportant or sonething that has
to be taken into consideration.

So in looking at what our charge is here,
M. Chairman, and in |ooking at what is
expected of us by our colleagues in the Senate,
| go back to Act 95 itself.

And Act 95 itself -- and Senator Setzler
rai sed a good point in this regard a couple of
weeks ago, in regard to what was the scope of
our authority? Wat ability did we have to
t ake these recomrendati ons and get under the

hood? And then, you know, based on, you know,
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what we felt was best, to negotiate sonething
better.

And | would share with you just ny
conclusions in that regard, M. Chairman, is
that Act 95, if you |look at Section 9, is very
specific and very prescriptive in regard to
what the DOA is to submit to us. And what the
DOA is to submt to us, pursuant to that

Section 9, in regard to those three

recommendations -- sale, reform or
managenent -- it isn't just in broad, sweeping
terms. It's very specific in regard to what

the DOA is to send us.

And if you | ook at that section, it gets
very granular, and it gets down to the point
where what is submtted to us in the form of
t hose three recommendations is in a formfor us
to then vote and decide, up or down, whether we
agree or disagree with that.

So in other words, | guess -- | take from
that that what's presented to us, and what's
been presented to us, | think that our charge
Is to pass upon those things as presented to
us. And it's further -- ny reading in that

regard, and |I think the Senator from Lexington
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1 was the first one to point this out, and kind
2 of brought ne around.

3 But if you ook at -- further down in

4 Section 9, in paragraph D-- and | think it's
5 I mportant for us to | ook at the actual | anguage
6 of the Act, because | think it does give us

7 sone gui dance.

8 It says that "The Departnent of

9 Adm ni stration shall present to the Chairnman of
10 t he Senate Finance Committee and the Chairnman
11 of the House of Representatives Ways and Means
12 Comm ttee the docunments described in A" -- and
13 "A" being those very specific proposals in

14 regard to the three recommendations -- "and

15 that the Finance Commttee and the House Ways
16 and Means Conmittee shall neet as soon as

17 practicable to review each recomendati on as
18 presented by the Departnent.”

19 So that's the first thing I woul d point
20 out, is that what we're directed to do is to
21 consi der the recommendati on as delivered to us
22 by the Departnent.

23 Then it goes on to say -- and this, |

24 think, is really giving us the final

25 gui dance -- "Each commttee shall then nmake a
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1 recomrendation within 30 days of receipt of the
2 recomrendati ons presented by the Departnent.”

3 And so | think that 30 days is com ng up

4 upon us. And | think that what falls to us

5 here in this commttee is to take those three

6 recomendati ons as presented, and then to

7 deci de what is our recommendation in regard to
8 t hose three recommendati ons, and then report

9 that particular recommendation to the full

10 Senat e.

11 And in speaking for nyself, M. Chairnman,
12 in regard to each of the three proposals, there
13 are things that I think are nmaterially

14 deficient.

15 And when | say that, let ne say this:

16 Both M. Robo and M. Bonsall, also, you know,
17 M. Keller Kissamw th Dom ni on Energy, they

18 were all very frank in terns of "We're ready to
19 do sonething to nake it better," or "W're

20 ready to, you know, address your concerns in a
21 way that maybe we hadn't thought about."”

22 And | think those were very sincere

23 representations by them However, in reading
24 Act 95, | don't think it falls to us, acting

25 under the scope of this Act 95 right now, to do
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1 that, even though they all sincerely and

2 earnestly want to do that.

3 So I'mnot going to go ahead and |i st

4 through all the things or all the areas where |
5 thi nk that each of the three proposals have

6 deficiencies. Mybe we can do that during

7 di scussion. But what | would put out there in
8 the formof a notion, if it's appropriate,

9 M. Chairman, is that |ooking at what Act 95
10 says our obligation is, which is to take each
11 of these recommendations as they've been

12 presented to us -- and quite frankly, the

13 notion that | would nmake at this point in tine,
14 in order to nake sure that we di scharge our

15 requi renment to pass upon those recommendati ons
16 within the 30-day period that was given to us,
17 | would nove that we reject all three of these
18 recomendati ons as they have been presented,

19 because | think that -- and that's -- the

20 reason | propose that is that all three of

21 t hose recommendati ons, while they may, in

22 theory, may end up where we are -- and so |I'm
23 not criticizing the options that are

24 presented -- sal e, managenent, restructuring --
25 but | do think, in regard to what's been put
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1 bef ore us, sufficient concerns have been raised
2 t hrough nenbers of this conmttee or

3 acknow edgnents by the presenters, | think that
4 the appropriate thing for us to do is to reject
5 t hose three recommendati ons as they are

6 present ed.

7 And | woul d nmake that notion,

8 M. Chairman.

9 SENATOR ALLEN: Second that notion.

10 CHAI RVAN LEATHERVAN:  We have a notion and
11 a second. Any discussion on this?

12 SENATOR SETZLER. M. Chai rnman?

13 CHAl RVAN LEATHERMVAN:.  Yes, sir.

14 SENATOR SETZLER: Do you m nd di scussion
15 or statenents?

16 CHAl RVAN LEATHERMAN:  No. Go ahead.

17 SENATOR SETZLER: If you do, I'Il wi thhold
18 m ne.

19 You know, | think the Senator from

20 Beaufort has stated correctly, we have to deal
21 W th what was presented to us. | do not think
22 what was presented to us in any of the three

23 options gives us a reasonable and responsible
24 route to pursue.

25 | do not think that the offer to
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1 purchase -- and that clearly could support the
2 sal e of Santee Cooper, if that was in the best

3 i nterest of the citizens of South Carolina.

4 And | got questioned about using sone nunbers

5 I n the valuation of the purchase proposal, but

6 I f you take the purchasers, what they claim

7 t hey woul d be paying for, the $9.4 nmillion, and
8 that's what they claimthat they' re paying for,
9 500 mllion of that is our noney already.

10 But anyway, an | CF val uati on was

11 bet ween -- Santee Cooper was 8.1 and 11.1. And
12 t he House testinony was the val uati on was

13 between 8.3 billion and 10.5 billion.

14 And then Santee Cooper valued it. And I

15 understand they include a replacenent cost

16 at 12.3. But if you accept the purchaser's

17 val ue that they say they're paying, 9.4,

18 W t hout taking off the noney that's already

19 ours, the taxes they don't want to pay, the

20 benefits they want, et cetera, and the

21 liabilities they're going to | eave wth us, and
22 you take the valuation of ICF at $11.1 billion,
23 or even take the House at 10.5, there's a

24 billion dollars left on the table that's going
25 to the purchaser. A billion dollars of South
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Carolina's assets is going to the purchaser.

And | can't support that. And you can try
to spin it sonme other way if you want to, but
that's not what's the case.

Managenent, the managenent proposal. It
woul d nmake reasonabl e sense to ne to have a
managenent of Santee Cooper for a period of
three to five years and get the assets in a
better posture in which to then market it and
sell it, but that's not what was presented to
us. We were presented a 10-year proposal, and
not replacing the CEO or the board or anything
else. And, to ne, that is not a viable option.

Sant ee Cooper has proposed to us a reform
plan, which | can tell you fromny personal
standpoint is not even in -- on first base, as
to what's got to be done. There's got to be
robust and detail ed expansive reform of Santee
Cooper.

So | think there is no good choice, to be
candid with you, and | think our responsibility
Is to the people of South Carolina to try to
deal with this asset in a way that it best
benefits them

And the Senator from Beaufort's option may

EveryWord, Inc. Court Reporting Page: 154 www.EveryWordInc.com



Senate Finance Meeting

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

give us that option. It doesn't foreclose
ot her doors, but it gives us the option to get
reformdone i mediately. And that's
| nperative, in ny opinion.

CHAl RVAN LEATHERMAN:  Senat or Groons?

SENATOR GROOVS: M. Chairman, the notion
has been | aid before us, and if the notion were
to pass, and all three options were then off
the table as they currently exist, does that
concl ude the Act 95 process? O would that --

CHAl RVAN LEATHERMAN: Let ne tell you,
whether it's passed or not, | intend to appoint
a subcomm ttee of the Finance Commttee. Their
charge will be to | ook and see what we can cone
up with and recommend to the Senate.

So at sone point intine, 1'll be doing
t hat, Senator Davis.

SENATOR GROOMS:  So the Act 95 process
woul d still be in place --

CHAl RMVAN LEATHERVAN:  As far as I'm

concer ned.
SENATOR GROOMS:  -- and all the
constraints would still be in place.

CHAl RMVAN LEATHERVAN:  As far as I'm

concer ned.
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1 SENATOR GROOMS:  All the requirenents

2 woul d still be in place.

3 CHAI RVAN LEATHERMAN:  There will be no

4 ability for anybody to | obby or try to put

5 their best foot forward.

6 SENATOR GROOVE: All those constraints

7 woul d still be there. Thank you, M. Chairnman.
8 CHAI RVAN LEATHERMAN:  Senat or Davi s.

9 SENATOR DAVI S: The Senator from

10 Berkeley's point -- and | agree with you and
11 the Senator from Berkeley -- Act 95

12 contenplates this Finance Conm ttee nmaking a
13 recomendation to the full body in regard to
14 t hose three recommendati ons. The process

15 continues until the full body decides what it
16 wants to do. The full body may in fact say,
17 "You're wong about that, Senate Finance; we're
18 recommtting this thing back to you, and you
19 take these things up.”

20 So the Act 95 process doesn't term nate
21 with the Senate Finance Commttee's

22 recomendation; it plays out until the General
23 Assenbly -- or the Senate, at a very bare

24 m ni mum -- takes up and passes upon what the
25 recommendation of this conmttee is. So the
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Act 95 process is still in place.

CHAI RVAN LEATHERVAN:  Any ot her nenber got
comment s?

SENATOR ALEXANDER: |1'd ask for roll call.

SENATOR PEELER: M. Chairnman, you' ve told
nme a thousand tinmes over the years, the Senate
will do what the Senate will| do.

CHAl RVAN LEATHERVAN.  Ri ght .

SENATOR PEELER: And what the House does
doesn't control what the Senate does.

What the House is doing and passed today,
how does that square with your notion, Senator
fro Beaufort?

SENATOR DAVIS: | think, you know, at the
end of the day, going back to what you just
first said, the Senate wll do and the House
will do what it will.

In terns of what we do here today, Senator
from Cherokee, | think that we're adhering to
what Act 95 requires us to do. | think it
requires us, within 30 days of those
recomrendati ons being presented to us, to take
sone action, pro or con, in regard to the
reconmendat i ons.

And as to what the House is proposing to
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do, | don't know what they're proposing to do.
| think -- | had thought, or at |east |I had
heard reported, that they had rejected all

t hree recommendati ons as presented. | don't
know i f that's accurate or not.

But have they -- if they've done that, |
think that was the appropriate thing to do. |
nmean, because | do think they had an obligation
within the 30-day period to pass upon those
recomendati ons as presented. So | don't know
exactly what the House is up to, but obviously,
at sone in point in tinme, what the Senate ends
up doi ng and what the House ends up doing is
going to have to be reconciled in sonme way.

So you're absolutely right about that.
It's not |ike we can just operate in a vacuum
At sone point we're going to have to deal with
what they've done and see if there's a
reconciliation possible.

But | think, for purposes of this Senate
Fi nance Commttee sitting here, within the
30-day period that we have, | think it's
appropriate for us to take those
recomrendati ons as presented.

SENATOR PEELER: M. Chairman, you
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1 nmenti oned you were going to nane a conmttee.
2 What is that commttee's charge going to be?

3 CHAI RVAN LEATHERVAN:  The charge will be
4 to | ook at the recommendations that cane to us
5 from DOA, and cone back to the full commttee
6 with a recommendation for the |egislation

7 needed, a recommendation for that |egislation
8 to be acted upon by the full commttee.

9 There will be no ramm ng through or

10 anything like that. W have not done that

11 during this hearing. But | do think that,

12 Senator, we've got to get it down to a group
13 smal | enough to nake sone decisions. 18 -- 23
14 nunbers, it wll be tough to get a deci sion.

15 SENATOR PEELER So are they free to cone
16 back with a recommendation simlar to what the
17 House | ooks |like they're going forward with, as
18 they reform Santee Cooper with the thoughts of
19 negoti ati ng with NextEra?

20 At the sane tine, | don't understand how
21 t hat works, but are we | ooking towards doing
22 sonething simlar? How can you negotiate --
23 CHAI RVAN LEATHERMAN:  |'m not interested
24 intelling the subcommttee what to bring back
25 to us. \Watever they bring back is what
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they' |l bring back.

SENATOR PEELER  So what | understand from
t he Senator from Beaufort, we're still under
the constraints of Act 95.

CHAI RVAN LEATHERMAN:  Absol utel y.

SENATOR PEELER: |s the House?

CHAI RVAN LEATHERVAN: | don't know.
That's up to them

SENATOR PEELER: Wl 1, how can they

interpret 95 one way and us interpret 95 the

ot her ?

CHAI RVAN LEATHERMAN: | hate to tell you,
but we'll have to leave it to the House to
deci de what they do. | don't know what they're

doi ng over there.

SENATOR PEELER Like | told M. Bonsall,
t hat was the Speaker; that wasn't ne.

SENATOR JACKSON: M. Chai rman.

MR SHEALY: Senator Jackson.

SENATOR JACKSON: Thank you, M. Chairnman.

| want to follow up on what the Senator
from Cherokee was asking. So is it ny
understanding that if the notion that has been
recomended by the Senator from Beaufort

passes, you then would appoint a commttee to
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1 | ook at the reconmmendati ons of --

2 CHAI RVAN LEATHERVAN:  To | ook at what ever
3 they need to |l ook at to cone back and tell us
4 what their recommendation is for a full and

5 final decision.

6 SENATOR JACKSON: But they would not be

7 obligated to take those three recommendati ons.
8 This commttee would start fromscratch, right?
9 So this conmttee woul d get together and cone
10 back with recomendati ons to the Finance on how
11 we should go forward. Being if the Senator

12 from Beaufort's notion passes, we would have
13 t hen di sbursed of our obligation --

14 CHAl RVAN LEATHERMAN:  No, | don't think
15 SoO.

16 SENATOR JACKSON:  Well, what -- we would
17 have concl uded the debate on the offici al

18 recommendations, the three -- those three

19 recommendations. This commttee would not be
20 limted just to consider those three

21 recomendati ons. They could consider -- they
22 can bring anything back to us.

23 CHAI RVAN LEATHERVAN:  They can bri ng

24 anyt hi ng back, nodify anything before.

25 SENATOR JACKSON:  And it would be in the
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1 formof a recommendation to the Finance

2 Comm ttee.

3 CHAI RVAN LEATHERMAN:  Fi nance Conmm ttee.

4 SENATOR SETZLER. M. Chai rman?

S CHAI RVAN LEATHERMAN:  Senat or Set zl er.

6 SENATOR SETZLER  Unli ke the Senator from
7 Cher okee and the Senator from Richland, | need
8 sone clarification, because | thought it was --
9 It was ny understanding, if we rejected all

10 three, that you were going to appoint a

11 subcomm ttee that was going to | ook at a robust
12 ref orm of Santee Cooper, and that the other two
13 options were not on the table at that point in
14 ti me because they' d been rejected by this

15 committee.

16 CHAl RVAN LEATHERVAN:  Senator, you're

17 exactly right.

18 SENATOR SETZLER  Ckay.

19 CHAl RVAN LEATHERMAN:  |I'Il tell you this:
20 My desire is that if there's any way in the

21 worl d to sal vage Sant ee Cooper for the people,
22 the ratepayers of this state, if it can be

23 reorgani zed to do that, that's ny desire. |

24 want to nake sure that we get enough, as you

25 call it, robust reorganization.
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1 And | will tell you, ny first thought is

2 t hat board. The board sat there -- and |I'm

3 di sappointed in that board. [1'Il tell you

4 that. But | believe there's enough smart m nds
5 in this General Assenbly, House and Senate, to
6 cone up with a solution where we can get Santee
7 Cooper back on the track it should be on, and

8 continue to serve the people of the state.

9 That's ny desire.

10 SENATOR SETZLER  Yes, sir.

11 M. Chairman, that's what | thought. So,
12 again, to clarify, you are going to appoint a
13 subcommttee that will deal only with the

14 robust reform of Santee Cooper, and it will not
15 be within their purviewto deal with a

16 potential sal e or nmanagenent ?

17 CHAl RVAN LEATHERVAN:  No, no, no. You're
18 correct.

19 SENATOR SETZLER  Ckay.

20 SENATOR PEELER: M. Chairnan.

21 CHAI RVAN LEATHERMAN:  Yes, Senator Peeler.
22 SENATOR PEELER: Let's nove from the House
23 and let's tal k about Senate Judiciary

24 Committee. | think they have a couple bills

25 dealing with reform At what point do the two
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1 commttees collide?

2 CHAl RVAN LEATHERMAN: | don't think we

3 will ever collide, Senator. | really don't.

4 Senator Rankin's chair of the Judiciary. |

5 believe -- and I'I|l have to leave this to the
6 peopl e who know a | ot nore than I know --

7 pl enty of those around. | believe that

8 what ever the subcomm ttee conmes back to the

9 finance conmttee, and the finance commttee
10 finally accepts by anendi ng, or whatever they
11 do to doit, it wll go to the floor of the

12 Senate and a report fromus as the

13 reconmendat i on.

14 | don't know the rules |like a |ot of

15 peopl e do, but | bet you that |egislation then
16 woul d go to the judiciary commttee.

17 SENATOR PEELER: Is that held by Act 95's
18 30-day constraint or after that?

19 CHAI RVAN LEATHERMAN.  We're within the

20 30 days. Wiatever the Senate --

21 SENATOR PEELER: VWhat date is that, M ke?
22 CHAl RVAN LEATHERMAN:  March 12th, |

23 bel i eve.

24 SENATOR PEELER: So the subcommittee wil |
25 have to cone back to the full commttee.
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CHAI RVAN LEATHERVAN:  Wel |, Senator, 'l
be honest with you, be happy you' re not on that
subcomm ttee because it will probably be
Sat urdays, Sundays until they bring us
sonet hi ng back.

SENATOR SETZLER: M. Chai rman, you're not
asking for volunteers, | hope, M. Chairnan.

SENATOR ALEXANDER: M. Chairman, | would
say that if this notion is adopted, we would be
maki ng that recomendation to the full Senate
within the confines of Act 95, and this work of
t he subcomm ttee woul d be i ndependent and woul d
not be constrai ned by next Thursday's deadl i ne.

CHAl RMAN LEATHERMAN:  Senat or Davi s.

SENATOR DAVIS: M. Chairman, if | could,
| think we're all pretty nuch in agreenent
here, but | want to enphasize sonething: That
sinply because we have a 30-day deadli ne upon
whi ch to pass upon these three recommendati ons
which we're prepared to discharge, that does
not nean that Act 95 is no longer in effect.

CHAI RVAN LEATHERVAN:  Ch, no.

SENATOR DAVIS: And | think it's inportant
to reiterate that fact, that Act 95 remains

until such tinme as the body as a whol e then
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passes upon what our recommrendation out of

Senate Finance is in regard to those three

proposal s.

CHAl RVAN LEATHERVAN: | totally agree with
t hat .

SENATOR SETZLER: | actually woul d take

the position it's in effect until the General
Assenbly acts on this matter, and not just the
Senat e.

SENATOR DAVIS: Not just the Senate,
general session.

SENATOR SETZLER  Correct.

CHAI RVAN LEATHERMVAN:  Anyone el se?

SENATOR PEELER: M. Chairman, |'IlIl be
happy to vote, but | still don't know exactly
what this subconmmttee is going to do or what
they're limted to do.

CHAI RVAN LEATHERVAN:  They're going to
work their back end off.

SENATOR PEELER.  But acconplish what?
W' ve been doing that for a year and a half
now.

CHAl RVAN LEATHERMAN:  Yeah, Senator, but
that's why I'm sending the schedule down to a

group that's small enough to get sonething
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1 done.

2 SENATOR PEELER  So can the subcomm ttee,
3 can they negotiate, for lack of a better word,
4 w th Sant ee Cooper and receive information from
5 then? What can they stack to their reform

6 definition is?

7 CHAl RVAN LEATHERVAN:  No. They can cone

8 back and tell us we believe that if it goes to
9 the reform-- and | believe that's the best way
10 to go -- cone back, we believe this is what the
11 bill should contain.

12 SENATOR PEELER W rejected the three, |
13 think. W're rejecting the sale; we're

14 rejecting the managenent. The only thing the
15 subcommttee is going to conme back with is the
16 reformplan? O did | mss --

17 CHAI RVAN LEATHERMAN:  Unl ess t hey deci de
18 to go back to the sale and the --

19 SENATOR PEELER: They coul d.

20 CHAI RVAN LEATHERVAN: Wl |, they could. |
21 just don't believe they will, the subconmttee
22 ' m going to appoint, Senator.

23 SENATOR SETZLER: M. Chairnman, again, |

24 think that's where the Senator from Cherokee

25 keeps trying to go. |If the subcommttee's
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1 scope is only to deal with robust reform |

2 interpret that they can't go back to sale or

3 managenent, period. They are bound by that

4 direction fromyou.

5 CHAl RVAN LEATHERMAN:  |I'mfine with that.
6 | accept that.

7 Any ot her nmenber? Al right. W've got a
8 notion. Are we ready to vote? Mke, call the
9 roll.

10 MR. SHEALY: The notion is to reject all
11 three of the proposals as presented.

12 Chai rman Leat her man?

13 CHAl RVAN LEATHERMAN:  Aye.

14 MR. SHEALY: Aye. President Peeler?

15 SENATOR PEELER:  Aye.

16 MR. SHEALY: Aye. Senator Setzler?

17 SENATOR SETZLER  Aye.

18 MR. SHEALY: Aye. Senator Matthews?

19 SENATOR MATTHEWS:  Aye.

20 MR. SHEALY: Aye. Senator Reese?

21 SENATOR REESE: Aye.

22 MR. SHEALY: Aye. Senator Al exander?

23 SENATOR ALEXANDER:  Aye.

24 MR. SHEALY. Aye. Senator G oons?

25 SENATOR GROOMS:  Aye.
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1 MR. SHEALY: Aye. Senator Verdin?
2 SENATOR VERDI N:  Aye.
3 MR. SHEALY: Aye. Senator Croner? Not
4 vot i ng.
5 Senat or Jackson?
6 SENATOR JACKSON:  Aye.
7 MR. SHEALY: Aye. Senator WIIlians?
8 SENATOR W LLI AMS:  Aye.
9 MR, SHEALY: Aye. Senator Canpbell? Not
10 vot i ng.
11 Senat or Davi s?
12 SENATOR DAVI S:  Aye.
13 MR. SHEALY: Aye. Senator Nichol son?
14 SENATOR NI CHOLSON:  Aye.
15 MR. SHEALY: Aye. Senator Sheheen? Not
16 vot i ng.
17 Senat or Martin?
18 SENATOR MARTIN:  Aye.
19 MR. SHEALY.: Aye. Senator Scott?
20 SENATOR SCOTT:  Aye.
21 MR. SHEALY: Aye. Senator Allen?
22 SENATOR ALLEN: Aye.
23 MR. SHEALY. Aye. Senator Gregory? Not
24 vot i ng.
25 Senat or Bennett?
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SENATOR BENNETT: Aye.

MR. SHEALY: Aye. Senator Corbin? Not
vot i ng.

Senat or Henbree? Not voti ng.

Senat or Johnson?

SENATOR JOHNSON:  Aye.

MR SHEALY: Aye.

CHAl RVAN LEATHERMAN: M ke tells ne the
vote is 17-zero, so it carries.

"Il appoint the subcommttee. Let ne go
ahead and do that right now and get that over
with.

"1l ask Senator Setzler and Senat or
Al exander to cochair the subcommttee. Senat or
Setzl er has had a 22-nonth training period on
the | ast subcommittee that he wote ne a letter
and wanted to be on.

SENATOR SETZLER: 1'1l never wite you
again, M. Chairman, | prom se.

CHAl RVAN LEATHERMAN:.  Along with himw I |
be Senator G oons, Senator Davis, and Senator
Johnson.

Good luck to you all. And if sonebody
I nsists they want to get on it, please let ne

know, and you will be put on it.

EveryWord, Inc. Court Reporting Page: 170 www.EveryWordInc.com



Senate Finance Meeting

1 SENATOR SETZLER M. Chairnman, Senat or

2 Al exander and | -- the Senator from Cconee and
3 | have tal ked, and we would like to notify the
4 commttee that the subcommttee you' ve just

5 appoi nted, we will neet at 10: 00 Tuesday

6 norning in this roomto begin our work.

7 SENATOR DAVI S: Pl ease say that again.

8 l"'msorry, sir. Wat was that again? | m ssed
9 it.

10 SENATOR SETZLER: We'll neet at 10:00

11 Tuesday norning in this room

12 SENATOR JACKSON: M. Chairman, | speak on
13 behal f of all of us who were not appointed:

14 Thank you very nmuch. W really do appreciate
15 it. I'msure |I'mspeaking for the rest of ny
16 col | eagues.

17 SENATOR PEELER M. Chairman, maybe |

18 heard wong. You all are going to neet Tuesday
19 and give the full commttee a report Wednesday?
20 SENATOR ALEXANDER: No. He's going to

21 neet Tuesday.

22 SENATOR PEELER: But the deadline is

23 Wednesday?

24 CHAI RVAN LEATHERMAN:  Senator Peeler, |

25 guess -- | guess they would hope that the
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1 Senate woul d say you're not neeting the

2 timeline and di schar ge.

3 SENATOR ALEXANDER: M. Chairman, it would
4 be ny understanding that there would be -- with
5 the adoption of this notion, that there would

6 be a report sent to the Senate --

7 CHAl RVAN LEATHERMAN:  Correct.

8 SENATOR ALEXANDER: -- saying that the

9 three positions have been rejected, and that

10 woul d be the report. And this -- that frees

11 that subcommittee to get about its business.

12 SENATOR PEELER  That's all you had to

13 say.

14 SENATOR SETZLER M. Chairman, also, if |
15 could -- if you'd be kind enough, I think it's

16 your intent, just to be sure the commttee

17 understands this, that when the subcommttee

18 reports and the full commttee takes it up and
19 votes on it, that it clearly is going to

20 Judiciary. They're going to have a role in

21 t his.

22 And the one great benefit of that is every
23 menber of the Senate will then have been

24 i nvolved in this process when it gets to the

25 fl oor.
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1 CHAl RVAN LEATHERMAN:  All the Judiciary

2 menbers wll be involved, and all the Finance
3 menbers wll be involved. You're right.

4 Anyt hi ng el se?

5 Again, thank you all. It's been a |ong

6 journey for ne, and maybe you. W' Il start

7 noving forward. | thank everyone for com ng.
8 .- -

9 (Proceedi ngs were concluded at 2:27 p.m)

10 .- -

11
12
13
14
15
16
17
18
19
20
21
22
23
24

25
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