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1 - - -
2 PROCEEDI NGS

3 - - -

4 CHAI RVAN LEATHERMAN: [I'mtold we have a

5 guorum so we'll get started.

6 First of all, M. Baxley, thank you for

7 provi di ng cases pending out there. The nenbers
8 asked for that. Thank you for that. |

9 appreciate it.

10 | appreciate you getting the two here for
11 us today. | understand they're here. And thank
12 you for doing that.

13 MR. BAXLEY: Yes, sir. Thank you.

14 CHAl RVAN LEATHERMAN: M ke, who is first
15 up?

16 MR, SHEALY: M. Chairman, if | may before
17 we begin, the second round, just by way of

18 announcenents, there wll not be a neeting

19 tonorrow of this commttee. Part of the reason
20 for that is for the nenbers of the commttee

21 here who m ght have an interest, Santee Cooper
22 w |l be at the House Ways and Means Committee
23 tonorrow testifying.

24 In addition, if any menber w shes for the
25 chairman to consider a call back of people who
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1 have previously testified, if you would let ne
2 know by Friday at noon, and I'l|l prepare that

3 list for the chairman for any call back that you
4 may want .

5 Senator Setzler, | do have on the |ist your
6 request for Ms. Boykin to testify, and I'l|l get
7 that to the chairman.

8 SENATOR SETZLER And M. Robuck.

9 MR. SHEALY: Before we begin, M. Bonsall,
10 are M. Crosby and M. Cherry here?

11 MR. BONSALL: Yes, they are.

12 MR, SHEALY: If | could get the two of them
13 to stand so | could swear themin.

14 Do you swear the testinony you give shal
15 be the truth, the whole truth, and nothing but
16 the truth so help you God?

17 (So sworn.)

18 MR, SHEALY: Thank you

19 Senator Setzler has the first second round
20 guesti ons.

21 SENATOR SETZLER: Thank you, M. Chairnman.
22 Ms. WIllians, | guess this will go to you,
23 but 1'"mnot interesting in publishing what each
24 attorney made, but if |I'mreading the

25 information that was provided correctly, there
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are seven individuals that Santee Cooper is
paying their legal fees and to date have paid
approximately $1.7 mllion in | egal fees.

M5. WLLIAMS: Senator Setlzer, | am going
to look to M ke Baxl ey.

SENATOR SETZLER: That w Il be great.

MR. BAXLEY: Yes, sir, Senator, that's
correct.

SENATOR SETZLER: Are those crimnal cases
or civil cases or both?

MR. BAXLEY: Those are both.

SENATOR SETZLER  Now, you provided us a
list of pending cases?

MR. BAXLEY: Yes, sir, we have.

SENATOR SETZLER: And how many of those on
this list are settled? | realize Cook, for
exanpl e, is supposedly settl ed.

MR BAXLEY: Yes, sir. And, Senator, we

have sent several docunents. |'mnot sure of
the exact -- may | see a copy of the docunent
and 1'Il be nore than happy to respond.

SENATOR SETZLER It's 25 pages. Pretty
detai |l ed expl anati on of each case. W just
received it, so | haven't had tine to | ook at

it.

EveryWord, Inc. Court Reporting Page: 6 www.EveryWordInc.com



Senate Finance Meeting

1 MR. BAXLEY: Yes, sir. So in this case,
2 fromthis list, the Cook and rel ated cases are
3 in the process of settlenent. Wen | say

4 rel ated cases, |I'mtal king about LeQuire and

5 G i bowski. The second case listed is Qi bowski.
6 The third one is Turka, and that case is still
7 pending. That's over our mni bonds. And the
8 rest remain --

9 SENATOR SETZLER  Let's stop right there,
10 M. Baxl ey.

11 On Turka, which | believe an order was

12 i ssued by the Court, letting that case go

13 forward. | haven't had tine to read the whol e
14 thing. |Is that correct?

15 MR. BAXLEY: That is correct, yes, sir.
16 SENATOR SETZLER  Have you determ ned the
17 potential liability to Santee Cooper of that
18 case?

19 MR. BAXLEY: Yes, sir, we have.
20 SENATOR SETZLER  And what do you put as
21 the potential liability?
22 MR, BAXLEY: Well, if you estimate it by
23 the clains of the plaintiffs, it would be
24 sonmewhere between 5- and $38 million. Santee
25 Cooper values it at less than $5 mllion.
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1 And, Senator, if you'll permt nme, |I'm

2 going to step over and get a docunent that |

3 have to answer your questions.

4 SENATOR SETZLER  Sure. M. Baxley, | may
5 can shortcut you going through this whole thing.
6 MR. BAXLEY: Yes, sir.

7 SENATOR SETZLER  So the Westinghouse case
8 is still pending?

9 MR, BAXLEY: It is pending and settl enment
10 negoti ations are ongoi ng.

11 SENATOR SETZLER: And what is your |oss

12 ri sk evaluation of that case?

13 MR. BAXLEY: Just one nonent, please.

14 So that depends on the value of the

15 equi pnent. W actually are |looking to receive a
16 gain fromthat case once we can sell the

17 equi pment. W believe that the Westinghouse

18 claimis sonmewhere in the -- hold on just one
19 monment. | want to nmake sure --
20 SENATOR SETZLER: What |'m asking is what
21 Is Santee Cooper's potential liability under the
22 litigation that they have fil ed agai nst you?
23 MR. BAXLEY: Yes, sir. That would be
24 sonmewhere in the 300- to $400 million range.
25 But let nme just nake sure | answer you

EveryWord, Inc. Court Reporting Page: 8 www.EveryWordInc.com



Senate Finance Meeting

1 correctly, Senator. That is based upon what the
2 property out there eventually sells for. It's
3 derivative of the value of the property.

4 SENATOR SETZLER: Ckay. And then you' ve

5 got Hearn pendi ng?

6 MR. BAXLEY: Yes, sir.

7 SENATOR SETZLER: And what's your | oss risk
8 eval uation on that case?

9 THE WTNESS: Plaintiff's claimis for

10 $600 million.

11 SENATOR SETZLER  Ckay. O her than that,
12 you don't have any other pending litigation at
13 this point?

14 MR. BAXLEY: W have ot her pending

15 l[itigation, but it's not material.

16 SENATOR SETZLER: That's not settled or in
17 the process of being settled?

18 MR. BAXLEY: Well, we have other standard
19 cl ai nrs of which anyone has running a busi ness,
20 such as workers' conpensation clains, insurance
21 reserve fund clains, and other matters. But ny
22 response to you is they are not material to the
23 operation of Santee Cooper.
24 SENATOR SETZLER: Is loss risk eval uation
25 listed on your bal ance sheet? Do you show t hat
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1 as a potential liability of Santee Cooper?

2 MR. BAXLEY: Let ne confirmthat with

3 adm ni stration and finance. Just one nonent.

4 We only booked that as showing a liability
5 if it's probable that it will be paid out. W
6 are defending all of these clains. W have

7 defenses to these clains and thus we have not

8 booked them as extant liabilities at this tine.
9 SENATOR SETZLER  So you don't set aside
10 any reserve for potential clains?

11 MR. BAXLEY: Well, one of the things that
12 our new CEO M. Bonsall, has suggested strongly
13 that we do is that we begin the process of

14 reserve. But we have not, in the past, reserve
15 for specific clainms filed agai nst Santee Cooper.
16 SENATOR SETZLER Al right. So,

17 M. Baxley, if |I'munderstanding you correctly,
18 that's approximately a billion dollars in

19 potential clains against Santee Cooper; is that
20 right?
21 MR. BAXLEY: That would be -- by that math,
22 that would be correct, yes, sir.
23 SENATOR SETZLER. And with a billion
24 dollars in clains currently as Santee Cooper
25 exists, that liability would be to the rate

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



Senate Finance Meeting

1 payers of Santee Cooper if they are successful ?
2 MR, BAXLEY: Well, ultimately. But,

3 remenber, we do have sone insurance proceeds and
4 coverages that wll answer sonme of those

5 demands. But ultinmately any cost we incur is

6 passed through to the rate payers, yes, sir.

7 SENATOR SETZLER  But if Santee Cooper has
8 an asset-only sale and the liability stay with
9 Sant ee Cooper, which is the state, then that

10 liability woul d be spread not just to the rate
11 payers but across all citizens of

12 Sout h Carolina.

13 MR. BAXLEY: Under ny understandi ng of the
14 Next Era proposal, yes, sir, that would be

15 correct.

16 SENATOR SETZLER: Okay. Thank you, sir.

17 MR. BAXLEY: Yes, sir. Thank you.

18 SENATOR SETZLER M. Bonsall, you or

19 M. Ray, please, sir. M. Ray first.
20 MR. RAY: Senator, could | take one nonent
21 and recogni ze Director Herb Leaird, board nenber
22 fromSunter, South Carolina, is joining us today
23 as well.
24 SENATOR SETZLER: Sure. Thank you
25 Thank you, M. Leaird.
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1 M. Ray, | think | understood you to say in
2 your opening remarks yesterday that you had a

3 | eadership failure and a board failure at

4 Santee Cooper. Did | understand you correctly?
5 MR. RAY: That's correct.

6 SENATOR SETZLER  Well, in reviewi ng the

7 proposed reform where is anything in the reform
8 t hat addresses that | eadership and board

9 failure? And let ne tell you why | ask that.

10 You got -- | heard you say or heard

11 M. Bonsall say, sonebody, that Wnyah woul d be
12 kept open for seven years because of enpl oyees.
13 No nention on the inpact on the rate payers.

14 The resource allocation, why couldn't it

15 have been done earlier, for exanple? The nunber
16 of vice presidents has been cut by seven, and we
17 still got 17 vice presidents with 1700 enpl oyees
18 and no restructuring. And the proposal is that
19 the board, no offense to them is for themto
20 stay in place for another 14 years? Could you
21 address sone of those for us, please, sir?
22 MR. RAY: Sure. First of all, the fact
23 that we're here today neans that we had a
24 failure. The fact that we're witing off 3 and
25 a half billion dollars neans we had fail ures.
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1 And those failures belong to the | eadership of

2 t he conpany, the chief executive officer and the
3 Board. Plain and sinple. No way around that.

4 SENATOR SETZLER: And | commend you for

5 sayi ng that.

6 MR RAY: | will point out -- | amtrying

7 to renenber M. Bonsall's conversation. Wat he
8 said related to Wnyah was first we have to

9 ensure reliability of the system So we can't
10 just turn the switch off at Wnyah.

11 In addition to that, we need to be m ndful
12 of the inpact on the community and the enpl oyees
13 as we transition away fromthe Wnyah asset as a
14 reserve capacity asset. And we have to do it

15 careful ly.

16 Can we do it faster? Possibly. W're

17 going to look at that as an organi zation, but

18 we're going to do the right thing for

19 reliability, our enployees, our community, and
20 we needed to study that sone nore.
21 Keep in mnd that M. Bonsall and
22 M. Duckworth have only been here six nonths,
23 and so we continue -- we will continue to | ook
24 at that issue, Senator. But because we had to
25 put in a reformproposal in a pretty short tinme
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frame, | think we've conpleted a first round
assessnent, but there is nore work to be done.

SENATOR SETZLER: | guess, candidly, |
don't know that the State has a good choi ce out
of these three. But the fact that no
planning -- no plan is in place of succession of
| eadership just astounds ne. And it's going to
take tine to even begin to address that.

MR RAY: Well, | don't think that's what
M. Bonsall said.

SENATOR SETZLER  Ckay.

MR. RAY: M. Bonsall said he is working --
one of the reasons succession planning was on
that slide yesterday is because | asked himto
put it on that slide. It's inportant to the
Board. It's inportant to ne. [It's inportant to
t he organi zati on.

The reason | had the 30 enpl oyees stand up
yesterday is | wanted you to know that this
organi zation is -- | can give you the nunbers.
We have 300 enpl oyees that have Associate's
Degrees. W have over 200 that have a
Bachel or' s Degree, have over 115 prof essional
engineers. This is a conplicated organization

top to bottom
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1 And | actually do take issue wth your

2 coment about nunber of vice presidents. It is

3 a conplicated organi zation requiring key | eaders

4 that run the organization. And, frankly, |

5 don't think your focus -- and | apol ogi ze for

6 saying this.

7 SENATOR SETZLER  You're not going to

8 offend me in the | east.

9 MR RAY: | don't think you should focus on
10 t he nunber of vice presidents we have. | think
11 you shoul d be focused on whether we're
12 effectively doing our job, delivering service
13 for value. And I think -- frankly, | think the
14 | eadership of the Board -- now, you can take
15 shots at any one of us, but the organization,

16 with the right consultants, are in a position to
17 make the decision on what's appropriate

18 conpensation for the enpl oyees of the

19 organi zation. And |I'll defend the process by

20 whi ch we do that.

21 SENATOR SETZLER  And |'m not offended by
22 that statenent, and | take exception to it and
23 accept service on it. But at the sane tine,

24 this entity is $5 billion in debt. Mre than

25 that probably, $9 billion in debt. So I nmean --
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1 MR RAY: It's alittle under 7-.

2 SENATOR SETZLER: So if you want to talk

3 about focus, the focus is how did you get there
4 and what are you doing to get out? And |I'm not
5 heari ng the answers that gets out us. That's

6 the problemthat |'ve got. But at the sane

7 time, the other alternative |eaves all the

8 liabilities to the state of South Caroli na,

9 whi ch is trenendous.

10 MR. RAY: That's correct. So we do -- we
11 do have alnost $7 billion in debt on our bal ance
12 sheet, and that's the responsibility of the

13 | eadership that is here today and those that

14 have gone before us. That's the | egacy of where
15 we find ourselves. But are we in a position to
16 wor k through that, del everage the bal ance sheet,
17 reformthe conpany and nove forward? M/ answer
18 IS yes.

19 Now, specifically with your conmment rel ated
20 to board governance. M/ view was you all are
21 going to have a very strong opinion on what that
22 should look like. And | didn't think it was
23 appropriate for us to provide too nuch response
24 in that regard because you all are going to
25 determ ne what the governance | ooked |ike.
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| can stand here and tell you what ny
concerns woul d be on certain issues, but
ultimately, that's your decision. And so the
comment related to Board ternms did not conme from
the organi zation. It cane from your advisers.
And so --

SENATOR SETZLER  Are you saying that our
advi sers recommended addi ti onal seven year --
two seven-year terns for current Board nenbers?

MR. RAY: M understanding is --

SENATOR SETZLER: | would Iike to have them
back.

MR. RAY: M understanding is after our
first subm ssion, before we went to the best and
final round, there were coments fromthe DOA
advi sers suggesting that we had the termlimt
as part of our proposal.

Am | correct?

MR, BONSALL: Yes.

MR. RAY: | amcorrect.

SENATOR SETZLER: Well, they certainly
didn't recommend that to us.

Do you have any thoughts relative to the
managenent agreenent ?

MR. RAY: Are you speaking to the Dom nion
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1 managenent agreenent ?

2 SENATOR SETZLER: Correct. |'m not asking
3 you to | obby for or against.

4 MR RAY: I'll give you specific comrents.
5 | wll acknow edge, as | stand here today, that
6 Dr. Keller Kissamis a personal friend of m ne.
7 And | --

8 SENATOR SETZLER  And m ne.

9 MR, RAY: | think the world of Keller

10 Kissam But Dominion is not going to allow

11 Kell er Kissamto be part of that nanagenent

12 team So Keller Kissamis not who woul d be

13 comng to Santee Cooper representing Dom nion.
14 They didn't tell us who the three were. W
15 haven't seen the resunmes for the three. And on
16 the CFO position, do they even have soneone with
17 expertise in general accounting standards,

18 board-rel ated accounting? Do they have

19 muni ci pal securities related finance? Do they
20 have experience in credit rating agency

21 di scussions related to nunicipal securities? |
22 don't think so.

23 So what -- and the comment related to the
24 cooperative relationshi ps at Dom ni on probably
25 are really the cooperative relationships wth
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1 Kel | er Kissam as opposed to the organi zation

2 itself.

3 So | fail to see the value in the

4 managenent proposal, but that's not ny job to

5 analyze. I'mjust giving you nmy personal views
6 on it.

7 SENATOR SETZLER  But during this process,
8 wasn't Santee Cooper exploring a managenent

9 agreenment with sonebody?

10 MR, RAY: No, sir. Wat we were trying to
11 do was talk to our neighboring utilities, both
12 Sout hern and Dom ni on, about how we, as

13 nei ghbors, could work together, find

14 efficiencies related the right-of-way clearing
15 and transm ssion right-of-ways. Those were the
16 things that the two organi zations attenpted to
17 do as nei ghbors. And because of the DOA

18 process, we decided to stop that pursuit.

19 But if |I'm standing here today w thout any
20 DOA restrictions, the first thing we do is nmake
21 t hose phone calls and reestablish because all
22 the things that they tal ked about in their
23 managenent proposal, we can do as good
24 nei ghbors, not as a nanagenent agreenent
25 rel ati onshi p.
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SENATOR SETZLER: Either you or
M. Bonsall, what I'mtrying to find out is how
many peopl e, househol ds, Santee Cooper serves.
And the reason I'mtrying to find that out, if |
recall, Dom nion currently serves right at
900, 000; Duke serves right at 750,000; | believe
are the nunbers.

And M. Robo testified, | thought, that if
they were successful in the purchase of
Sant ee Cooper, they would serve 2 mllion
custonmers in the state. |I'mtrying to find out
i f that nunber is correct.

MR, RAY: So |I think yesterday we were
getting a little caught up in your specific
reference to households or neters. | think we
serve 2 mllion custoners, generally. That's a
conbi nation of direct serve retail custoners and
cooperative customers.

SENATOR SETZLER: That's what |'m after.

MR RAY: Ckay.

SENATOR SETZLER  So if sonebody purchases
Sant ee Cooper, they would be the | argest service
provider in the state?

MR, RAY: | think that is correct, sir.

SENATOR SETZLER: And if Dom nion were the
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1 manager of Santee Cooper, then they would

2 clearly be the | argest supplier?

3 MR. RAY: Depending on the |level of control
4 they had over Santee Cooper, | would agree.

5 SENATOR SETZLER: Al right, sir. W

6 tal ked yesterday about the property that you

7 currently have is on your books at purchase

8 price, not at the present value. Have you al

9 done any eval uations of that property as to

10 current value? Do you have any appraisal s?

11 Done any --

12 MR. RAY: Wiich property are you referring
13 to, sir?

14 SENATOR SETZLER: Al of the other

15 properties that you own, including where Vol vo
16 IS.

17 M5. WLLIAMS: Senator Setzler, we have
18 done val uations of property that we consider

19 surplus, that the Board has decl ared surpl us.
20 So there's property that we own that we m ght
21 need for future operations. And we have done
22 eval uation. This would not include the
23 residential |ease lots that we can sell -- that
24 we are trying to sell to the people who
25 currently have honmes on those | ease |ots.

EveryWord, Inc. Court Reporting Page: 21 www.EveryWordInc.com



Senate Finance Meeting

1 We did a cut of what we thought we could

2 sell quickly. It was about $5 mllion, nostly
3 around the | akes, of property that's not within
4 t he FERC boundary that sonmeone doesn't have a

5 home on currently. So we have done that.

6 At Canp Hall, we have about 2,000, just

7 under 2,000 devel opable acres |left there. The
8 nost recent sale -- we sold sone property. It
9 was for $70 mllion -- sorry -- talking about
10 $70,000 an acre. W continue to nmarket that

11 property.

12 SENATOR SETZLER Al right. Here's what
13 |"'mtrying to get at.

14 M5. WLLIAMS: Yes, sir.

15 SENATOR SETZLER: You know what you paid
16 for all of this property. |f sonebody purchases
17 it and they get it at your value you have it on
18 your books, which is what you purchased it for,
19 and it's worth X now, there is a wde gap there.
20 And |I'm 1l ooking for is that nunber
21 established -- |'ve had the nunber suggested to
22 me that it's a billion dollars difference. |
23 don't know if that's true or not. But if
24 sonebody purchases it at whatever the increase
25 in value is, they're getting the windfall in
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t hat process.

M5. WLLIAMS: Yes, sir. | think that
woul d be a fair way to characterize it.

SENATOR SETZLER Do you have any esti mate,
guesstimate of the value difference?

M5. WLLIAVS: Can | get back to you with

that --

SENATOR SETZLER: Absol utely.

M5. WLLIAMS: -- wth a stab at that
nunmber. | don't want to take a guess. W have
done sone eval uations but not all. W'Ill take a
| ook at that.

SENATOR SETZLER: Ckay. GCkay. Thank you,
M. Chairman. M 20 mi nutes are up.
MR. SHEALY: Thank you. M. Chairnman.

CHAl RVAN LEATHERVAN: Before we go there,

if we wll let nme ask one or two questions. You
asked the question, | think, about the -- you
asked the question, | think, about concern and

what | heard was | think there were concerns
about your interest in enployees and your
concern on the rate payers. Mybe | mssed it.
MR. BONSALL: We're a public power entity.
We're all about custoners and the anount of

noney that we're taking out of their pocket.
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1 To revisit the Wnyah question again, the

2 schedul e for the retirenent of Wnyah, we

3 sel ected on a constructability basis so that we
4 could be assured that we could, in fact, do it

5 and replace an anount of the capacity that was

6 bei ng shut down wth other types of capacity in
7 order to preserve reliability in the region

8 We think the schedul e we have proposed is,
9 in fact, doable. |If we can accelerate, we can
10 accelerate it concurrently. W have established
11 a goal that we would li ke to be able to do that,
12 i f possible, without -- with a reduction in head
13 count, but w thout job | oss by redepl oying those
14 peopl e at the Wnyah generating station in the
15 ot her positions at Santee Cooper, if humanly

16 possi ble. So we have established that goal as
17 well. They're a concurrent goal.

18 As you know, the results of the reformplan
19 overall are targeted at price stabilization for
20 a long, long period of tine. Seven years' worth
21 of price stability at this point forward and
22 aggressive debt reduction. So those are the
23 princi pal drivers of the reformplan. And we're
24 pl eased to have been able to create a difference
25 in the future based on a different research plan
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for Santee Cooper going forward that yields a
| ot of savings. So that's good.

CHAI RVAN LEATHERMAN: | under st and what
you' re saying. But no concerns for that poor
ole rate payer out there trying to make ends
neet ?

MR, BONSALL: They own us. They own us.
You own us. They aren't our --

CHAl RVAN LEATHERVAN: But yet they're
getting stuck maybe.

MR, BONSALL: Well, let's | ook back on the
charts.

CHAI RVAN LEATHERMAN: Let ne ask you
anot her question, if |I may. Tal ki ng about
calling your neighbors at the utilities. At
sone point in tinme, did you all sign an MOU with
Sout her n?

MR. BONSALL: Let nme -- | will answer that
guestion in just a second, sir. But this is the
rate chart in relation to our focus on
custoners, and this is an expression of our
interest in their economc well-being. And
we're driving real prices of our product down
over the course of tinme and aggressively paying

off that debt. That is all custoner centric
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1 focus and activity. W're pleased to be able to
2 do that.

3 As to the MU, did | sign an MOU with

4 Sout hern Conpany? Yes, | did. And let ne give
5 you sone of the background on that.

6 We were discussing having a simlar MOU.

7 And renenber what the MOU did is exactly what

8 Chai rman Dan Ray tal ked about, which is commt

9 the two parties to study whether or not there
10 m ght be scal e econom es and operations that we
11 coul d save noney for us as well as them Tree
12 trimmng is the classic exanple, and |I'm sure
13 M. Keller Kissamtal ked to you about that. |
14 hope he did.

15 At that tinme, Dom nion had insured us that
16 they were not going to be a participant in the
17 process. They then changed their mnd. |

18 brought that to the attention of Marcia Adans,
19 and we concl uded that we could not go forward
20 w th sonebody that was going to be a partici pant
21 in the process for obvious reasons. So we
22 truncated that effort.
23 Sout hern had assured us that they were not
24 a participant in the process as well, so we
25 engaged di scussions wth them about sone simlar
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1 econom es. (Cbviously, we don't share a service

2 territory, so there's not tree trinm ng

3 opportunities with Southern. But there could be

4 ot her opportunities to save noney.

5 | discussed that with Marcia as well, and

6 we reached an accord on a Sunday, before the

7 board neeting, that that was going to be okay

8 subject to certain conditions.

9 And sone of the conditions were the kinds
10 of things that you heard about before, which is
11 no long-termcommtnents, no poison pills,

12 nothing. It was just a study agreenent. There
13 really wasn't anything to agree to because the
14 studi es hadn't been conpleted as of yet.

15 So, yes, | did sign that one. At the

16 request of the adm nistration, we reversed that
17 and tore it up.

18 CHAI RVAN LEATHERMAN: Let ne ask you

19 anot her question, if I may. You all ultimtely
20 st opped that MOU?

21 MR, BONSALL: W did.

22 CHAI RVAN LEATHERMAN: Wy did you do that?
23 MR. BONSALL: At the request of the

24 adm nistration, we did that. Mrcia changed her
25 m nd, and we got a letter that said we now think
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1 that's potentially a violation --

2 CHAI RVAN LEATHERMAN: Coul d it possibly be
3 because Marcia said, "If you go forward, |'m

4 going to seek an injunction"?

5 MR, BONSALL: Oh, she did wite ne a letter
6 to that effect. Yes, she did. And previously
7 she had said it was fine. So she reversed her

8 opinion on that. | respect that. And we tore
9 up the agreenent.

10 But I wll say, as Chairman Dan said, if we
11 have the opportunity to go forward, one of the
12 very first things I'"'mgoing to do is get back to
13 that MOU because there are savings there for our
14 custonmers and their custoners. And it's |ow

15 hanging fruit. | want acconplish that as soon
16 as | possibly can, getting savings for our

17 custonmers on the table by not asking the

18 guestion: \What can we do together to save each
19 ot her noney?
20 CHAI RVAN LEATHERMAN:  The question |
21 have -- Panela, | hate to call you by your first
22 name -- | don't know your second nane. |'m
23 sorry.
24 MR. BONSALL: Panela WIllians. The Lady of
25 t he Lakes.
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1 CHAI RVAN LEATHERMAN:  You t al ked about the
2 Board decided to sell a certain piece of

3 property no | onger needed.

4 M5. WLLIAMS: Yes, sir.

5 CHAl RVAN LEATHERMAN: Is this in that

6 category or not?

7 M5. WLLIAVS: It is not currently declared
8 sur pl us.

9 CHAI RVAN LEATHERMAN:  Ww. It's a nice
10 resort, isn't it?

11 MS. WLLIAVS: It's our conference center,
12 Senat or .

13 CHAl RVAN LEATHERMAN: It's a nice resort,
14 isn't it?

15 M5. WLLIAVS: | think it's a pretty spot.
16 CHAl RVAN LEATHERMAN: It is a beautiful

17 spot .

18 SENATOR SETZLER |'mgood. | used up ny
19 20 m nutes.
20 SENATOR JOHNSON: M. Chairman, while
21 Ms. WIllians is here, mght | ask her a
22 foll ow-up question while she's at the podi un?
23 CHAI RVAN LEATHERMAN:  Sur e.
24 SENATOR JOHNSON: Ms. Wl lians, you
25 mentioned earlier --
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CHAI RVAN LEATHERMAN:  Senat or, you're going
to need to get on the list.

SENATOR JOHNSON: | don't mnd waiting. |
just thought --

CHAI RVAN LEATHERMAN: Go ahead.

SENATOR JOHNSON: ©Ms Wl ians, you
mentioned earlier about the |ease |ots at the
| akes, which in nmy area that's been a
conversation with a ot of concern. And you
mentioned that | think you all were trying to
sell sone of the lease lots to sone of the folks
you were leasing it to.

M5. WLLIAMS: This has been a | ongstandi ng
program Senat or Johnson. The FERC boundary,
which -- so I'mgoing to give you a | ong answer,
| apol ogi ze in advance. There's a FERC boundary
around the | akes. W're required to nmaintain
control of all of the property inside the FERC
boundary.

Many years ago, | can't -- nore than 20
years ago, that FERC boundary changed. |t got
smaller. And so there was property that had
been inside the FERC boundary that was no | onger
i nsi de the FERC boundary. Sone of that

property, we were |easing to honeowners who had
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1 built honmes on the property. And so we began a
2 programto gradually set -- we offered if you

3 want to buy your property right off the bat, you
4 know, we'll come up within a valuation and we'l|l
5 term nate your | ease and you can buy your

6 property. Sone people did that.

7 For others, we said we will work with you
8 at any tinme. You can tell us you want to buy

9 your property, and we'll sell it to you. But

10 we're not going to kick you off of your

11 property. And so sone of those |eases still go
12 out another 20, 30 years and wll continue the
13 program

14 SENATOR JOHNSON:  Thank you.

15 M5. WLLIAMS: You're wel cone.

16 CHAl RVAN LEATHERMAN: Let ne fol l ow up on
17 that, if I may. You're a |easeholder, you're
18 buyi ng the property and valuation. So you nust
19 have -- to follow up on Senator Setzler's

20 guestion, you nust have a valuation on these

21 properties?

22 M5. WLLIAMS: On sone of these we do, yes,
23 sir. | just don't know off the top of ny head.
24 We will pull that together and provide it to

25 you.

EveryWord, Inc. Court Reporting Page: 31 www.EveryWordInc.com



Senate Finance Meeting

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

CHAI RVAN LEATHERMAN: Pl ease do.

M5. WLLIAMS: Yes, sir.

MR, SHEALY: Chairnman, next up on the
second round of questions is Senator Al exander.

SENATOR ALEXANDER: M. Chai r man.

Actually, I would Iike M. Ray back first
to follow up on the discussion.

Good norning, sSir.

MR. RAY: Good norni ng.

SENATOR ALEXANDER: | just had a question
follow ng up on the managenent proposal that you
all were going to put in with Southern. [It's ny
understanding fromthe coments this norning,
you all thought that was a good idea to do that.
This woul d be sone cost savings neasurenents
that could be put into place. |Is that correct?

MR, RAY: Just to be clear, Senator, it was
not a managenent agreenent. It was a nmenorandum
of understanding to work together to the nutual
benefit of each conpany and save our rate payers
noney.

SENATOR ALEXANDER: And who recomrended
t hat ?

MR RAY. Let nme --

SENATOR ALEXANDER: Wiile he's -- the Board
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chairman -- did the Board take a vote? D d you
al | approve the MOU?

MR. RAY: W never had an opportunity to
approve it, Senator.

SENATOR ALEXANDER: (kay. Had that been
considered in your time on the board prior to it
bei ng considered |ast fall?

MR. RAY: It had not.

SENATOR ALEXANDER: You' ve been on the
board how many years?

MR. RAY: Five years.

SENATOR ALEXANDER: Five years. |
appreci ate your service.

MR. RAY: | appreciate yours, sir.

SENATOR ALEXANDER: Thank you.

So during the past five years, and maybe
we' ve got ot her board nenbers that have been
serving |l onger, to your know edge, the MOU with
ei ther Southern or Dom nion or either of their
predecessors have never been discussed by the
boar d?

MR, RAY: No, sir. Actually, inny viewis
shoul d we have? Could we have? Maybe yes. But
ultimately that's the utility CEO s job.

SENATOR ALEXANDER: It never was brought to
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1 you all for consideration?

2 MR. RAY: No, sir. M. Bonsall and

3 M. Duckworth brought it to our attention. But
4 | will point out that the prior COO M. Marc

5 Tye, was having simlar conversations with

6 M. Kissamat Domnion in the last 12 nonths.

7 So whet her those conversations had occurred in

8 prior years, | don't know.

9 SENATOR ALEXANDER: They did last fall.

10 Thank you, sir.

11 MR, RAY: You're wel cone.

12 SENATOR ALEXANDER: | was wanting to refer
13 back to page 12, I'I|l get there in a mnute. |
14 just want to go back to page 3, one of the

15 hi ghlights that you had there. "Wuat did we

16 find in the |ow cost provider?" | wanted -- can
17 you hel p ne under whatever framework you have

18 there, it says "9 percent |less than an | QU on

19 aver age. "

20 Are we tal king about retail rates? Are we
21 tal ki ng about whol esale rates? Wat is the

22 average for a honmeowner now, their nonthly bill?
23 MR. BONSALL: W are tal king about retai

24 rates. And as | understand it, the basis that's
25 normally used in the state of South Carolina is
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1 for a residential custonmer who consunes a

2 t housand kilowatt hours. That's the basis of

3 conpari son between Santee Cooper and the three

4 maj or | OUs.

5 And agai nst the average of the major | QOUs

6 we are, I'mtold, 9 percent less than that. And

7 | think our average bill at that |evel is what

8 for the residential customer? $113 a nonth.

9 SENATOR ALEXANDER: So do you have a chart
10 that has the other rates? Could you provide
11 that to the commttee that would give us a
12 br eakdown?

13 MR. BONSALL: Yeah, we can provide that. |
14 don't have it in this presentation.

15 SENATOR ALEXANDER: Ri ght.

16 MR. BONSALL: W can easily provide that.
17 SENATOR ALEXANDER: \What about the

18 whol esal e rates? How do you conpare fromthat
19 st andpoi nt ?

20 MR. BONSALL: Can sonebody help ne out in
21 conpari son with the whol esale prices? W've
22 shown you the price chart in relation to

23 Central, if you consider Central to be a

24 whol esal e | oad. W have ot her industri al

25 customers as well. There are sone cities that
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1 we serve.

2 Tell you what, Senator, if | could, could
3 get you that information back as well?

4 SENATOR ALEXANDER: Yeah. And | think ny
5 point is when you're saying that | QU on average
6 are 9 percent less, you're telling nme that's on
7 retail. But | would like to see -- you are, as
8 you point out, a pretty significant whol esal e

9 provi der.

10 MR, BONSALL: Yes.

11 SENATOR ALEXANDER: So | woul d appreciate
12 t hat .

13 MR, BONSALL: GCkay. |I'Il do that.

14 SENATOR ALEXANDER: Ckay. On page 12,

15 where we were prior to that, | just have a

16 couple of questions on that |looking at this in
17 payi ng your down your debt in the systemrates,
18 were you taking -- does that include any inpact
19 of growth or reduction on demand?
20 MR. BONSALL: It does. |It's based on the
21 | oad forecast that was included in this reform
22 plan. So it's based on that |oad forecast. So
23 it is sensitive to |l oad changes. |In fact, |oad
24 forecast changes. The economcs are going to
25 change. The research plan is going to change.
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1 This picture will change to sone degree.

2 So that is one of the major vari abl es that
3 drives the | oads and research as planned. And

4 the financial forecast that goes along with it

5 is, in fact, the | oad forecast.

6 SENATOR ALEXANDER: And agai n, when we're

7 | ooki ng at those changes, | think | heard you

8 testify or nention that there would be one --

9 proposi ng one rate increase during that period
10 of time?

11 MR, BONSALL: For this forecast, there is
12 one base price increase included in the |line

13 that you see on this chart. That's about eight
14 or nine years out. |It's 1 percent.

15 All the rest of the increases are different
16 by fuel. And the reason that's the case is

17 because this is a very light capital expenditure
18 forecast. W made that choice so that we

19 weren't adding bricks and nortar to base prices.
20 | nstead, we woul d execute PPAs and keep light on
21 capital expenditures and use our resources to
22 pay down debt.
23 Agai n, those are choices. This is a
24 proposal. W can change the dials, but we
25 t hought this was a very good kind of conbination
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of purposes.

SENATOR ALEXANDER: Woul d that equate at
that 1 percent, if that's what |I'm hearing you
say, on the average honeowner, that would be a
little bit over a dollar per nonth?

MR. BONSALL: Yes, sir.

SENATOR ALEXANDER: If we could, | would
like to go to page 21. | think we tal ked about
that a little bit earlier on the reduction and
the coal and the systens, and | understand
reliability and things of that nature. D d you
put -- and | understand taking care of
enpl oyees.

You're new to South Carolina, but I've
experi enced over the years the textile industry
| eaving this state. So | understand the inpact
on jobs, probably nore than a | ot of fol ks do,
as a result of those. And they didn't have an
opti on.

MR. BONSALL: Right.

SENATOR ALEXANDER: So | appreciate your
comm tnment to the enpl oyees.

MR. BONSALL: Thank you.

SENATOR ALEXANDER: Having said that, is

there a cost -- using your tineline on that, did

EveryWord, Inc. Court Reporting Page: 38 www.EveryWordInc.com



Senate Finance Meeting

1 you factor in, is there a cost to the rate payer
2 in keeping -- and | understand the reliability,
3 but | think there are probably sonme ot her

4 proposal s that woul d have had those nunbers

5 changed fromthat standpoint. 1Is there an

6 I npact on the rate payers as a result of this?
7 MR. BONSALL: The long-terminpact is very
8 favorabl e.

9 SENATOR ALEXANDER: But not doing it in a
10 shorter period of tine.

11 MR, BONSALL: Well, again, we think the --
12 SENATOR ALEXANDER: Coul d you pay off nore
13 debt ?

14 MR, BONSALL: Maybe increnentally a little
15 bit. The proposal is to do this on what we

16 consider to be a constructable tine frane. It
17 does -- that does overlap with the tinme frane
18 that we think we will need in order to

19 reposition the enployees. W will |ook at that,
20 as Chairman Ray said, and see if we can

21 accel erate and acconplish both purposes in a

22 shorter period of tine.

23 If we could, it mght save increnentally
24 sone noney, and as a result of that we woul d be
25 dedi cated to doing that if we could figure out
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how. W think this proposal is on a
constructable tine frame. And we don't want to,
frankly, overprom se and underdeliver.

So that's why we put reasonable -- or what
we consider to be reasonabl e proposals at this
poi nt .

SENATOR ALEXANDER: Goi ng back on page 39
to the reactor cooler. You touched briefly on
that yesterday. |I'd like tolist alittle bit
nore of where you are in that process and wal k
with that.

It's ny understanding, is that the one that
you' re speaking to sell or interest to sell to
t he Sout hern Conpany?

MR. BONSALL: Yes. And | believe Senator
Set zl er asked a question about we are in
medi ation with Westinghouse. W're making |
think great progress and are very close to
reaching a final agreenment with them This
particul ar transaction is being conducted
outside the confines of that nediation. But
there are six of these bunps that exist.

SENATOR ALEXANDER: They're wanting to
pur chase one.

MR. BONSALL: Sout hern Conpany is wanting
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1 to purchase one to serve as a backup. Maybe --
2 they tal ked about the potential of a second one,
3 but they definitely want one. They have to have
4 one on site soon in order for it to count. It

5 iIs the sane design that they're building in

6 Georgia, so it would fit perfectly.

7 This would be a spare for them and they

8 have agreed on a purchase price, as | nentioned
9 yesterday, $25 million. They want to place that
10 noney in escrow so that they can secure their

11 rights to this punp. This punp has a seri al

12 nunber, and it's a specific serial nunber that
13 t hey want.

14 SENATOR ALEXANDER: You nentioned purchase
15 price that they're wanting to pay for it.

16 MR. BONSALL: They have committed to pay

17 $25 mllion for this punp.

18 SENATOR ALEXANDER: What is the cost of it
19 when it was bought new?
20 MR. BONSALL: |1'mgoing to have to get that
21 answer for you. | do not know. That was a | ong
22 time ago. | don't have the answer for that.
23 "1l get it for you.
24 SENATOR ALEXANDER: That concludes at this
25 poi nt .
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1 MR, SHEALY: M. Chairman, next up is

2 Senat or Croner.

3 MR, BONSALL: Ckay. Apparently, we paid

4 $20 million for it.

5 CHAl RVAN LEATHERMAN:  We m ght be

6 interested in that conversation

7 MR, BONSALL: Yes.

8 SENATOR ALEXANDER: So you paid 20 mllion
9 for it; is that correct?

10 MR. BONSALL: Yes. M. Cherry indicates
11 that we paid $20 mllion for that.

12 SENATOR ALEXANDER: Thank you.

13 SENATOR CROVER: Thank you, M. Chairnman.
14 M. Bonsall and M. Ray and Ms. WIIians,
15 we appreciate -- M. Baxley -- all of you all
16 bei ng here yesterday and today and trying to

17 gi ve us sone good answers and sone ideas and

18 facts that we can use to make our decisions that
19 we've got to nmake sonetine later on. | do
20 appreci ate that.
21 First of all, | wanted to ask you, how does
22 Sant ee Cooper conpare in size or custoner base
23 conpared to Salt River Project?
24 MR. BONSALL: Santee Cooper on a revenue
25 basis and size basis is in the nei ghborhood of
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1 about two-thirds. Mybe a little bit -- nmaybe a
2 tick | ess about two-thirds the size of Salt

3 Ri ver project.

4 Sant ee Cooper has got nore -- |ess retai

5 custonmers. The SRP had in excess of a mllion

6 retail custoners. Santee Cooper has got a

7 different mx of custoners, but we, as well, had
8 i ndustrial custoners and also -- just a

9 different proportion of m x.

10 SENATOR CROVER: But essentially pretty

11 close to the sane size. Alittle smaller, but
12 cl ose.

13 MR, BONSALL: Conparison size in utility is
14 really inportant, so ..

15 SENATOR CROVER: Yeah. Ms. WIIlians, they
16 keep referring to you as the Lady of the Lake.
17 Did you know that this in ny district -- you

18 keep your seat. |'m nmaking a statenent

19 guesti on.
20 Did you know that in ny district there in
21 Chapin, we have a Catholic church named Qur Lady
22 of the Lake?
23 M5. WLLIAMS: | did not know.
24 SENATOR CROVER: Anyway, back to the
25 guesti ons.
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Do you think, based on all of the
information you presented to us, that you can
neet the rate projections for the next 20 years
or so and not jeopardize your credit rating?

MR. BONSALL: You know, as Charlie
Duckworth indi cated, we do planni ng agai nst a
wi de range of scenarios and want to have our
pl an be as robust as possi bl e agai nst a nunber
of different futures. | wll tell you that |
think this is a very robust and very well-vetted
forecast.

That having been said, |'mold enough to
have lived through the Arab oil enbargo and
there are things |like that that can happen that
throw you conpletely off kilter or just
unanti ci pat ed, exogenous occurrences. So you
al ways have to be aware of that.

But because of the way this plan is
constructed, nodular, |ow cap, |ow cap X
mai ntai n bal ance, utilize new technol ogi es that
basically are | ower cost than our existing cost

to drive that cost down and systematically

reduce debt, it's a pretty solid -- it's a
pretty solid forecast. |'mpretty content that
we can maintain those price forecasts. | really
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am

SENATOR CROVER:  And | heard this from
sonebody in the organization. | think you're
projecting, what, sonewhere around 19 or 20
years to pay off that 3.6, 3.8 billion on the
nucl ear ?

MR, BONSALL: [It's actually 12 years. W
pay off that anount of debt within 12 years.

SENATOR CROVER:  You pay that off in 12
years. And you can do that w thout causing any
penal ty paynents on the bonds or whatever, |ike
Next Era was tal ki ng about, an additional billion
dollars for paying off bonds early?

MR. BONSALL: Yeah. It's inportant to
understand with the way that we put that is that
we woul d pay off an anmount equivalent to the
debt that's attributed to nuclear. Because of
this -- because of the way you attribute use
driven by, frankly, what are called private use
restrictions and the municipal bond law. It's
not the specific nuclear debt. But all that
debt is the sanme, and that's a difference in
name only.

So we're paying off an anount equal to what

is attributed as the nuclear debt wthin that
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1 12-year period, 3.6 billion. There aren't any
2 penal ti es because what we're trying to do is, in
3 fact, pay off debt precisely when there are no
4 penal ti es.

5 SENATOR CROVER: And | guess the next

6 guestion, you've only been there how | ong now at
7 Sant ee Cooper?

8 MR, BONSALL: Since July.

9 SENATOR CROVER: Since July. So you

10 woul dn't know the answer to ny next question,

11 and possibly M. Ray woul d.

12 So, M. Ray, if you would step up and --

13 M. Ray, we're not going to rehash any ol d

14 criticisnms. He and | net sonetine ago, and he
15 sort of incurred a little bit of the wath of

16 Ronni e Croner on sone of the things that had

17 transpired at Santee Cooper.

18 And he told nme, when | apol ogi zed to him at
19 the end of our session, that he had been in the
20 mlitary for ten years and he was used to being
21 able to take a good rear-end -- |I'll clean it
22 up -- a good rear-end chew ng.
23 And | told him | said, "That's great
24 because | was in the mlitary for 30 years, and
25 | learned to give a good rear-end chewing." So
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| won't put you on the spot anynore as far as
t hat goes.

M. Ray has only been there five years, |
think, and he was not there for the initial
deci si on- maki ng process on the 45 percent and
the two nucl ear stations.

But, M. Ray, |'ve heard this comment from
several people, and sone of them-- nobody --
let me clear this up. Nobody at Central has
said this to nme, but |'ve heard it in passing
with sonme of ny coll eagues, that there had been
alittle bit of -- and please don't take this
the wong way, but nore of an arrogant attitude
with the board in dealings in the past with
Central and sone of the other things that arose.

Are you famliar with that type of culture
bei ng preval ent at Santee Cooper with the board?

And quite honestly, as | said, M. Bonsal
has not been there that long. W could be
tal ki ng about the fornmer CEO or two former CEGs
ago that all of that transpired with. | don't
know. | nean, | wasn't there, and |'m not that
privy to the intricate workings of
Sant ee Cooper.

But | have heard that on nore than one
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1 occasion from several different people, who that
2 gives ne a little pause and maybe cause for

3 concern as to how do we have a good wor ki ng

4 relationship with Central and sone of the other
5 custonmers if the board has that kind of an

6 attitude? And that would be ny question on

7 t hat .

8 MR. RAY: So, Senator, that's a fair

9 guestion, and it's an accurate observati on.

10 Now, | would say generally when you have a
11 customer relationship |ike Santee Cooper has

12 with the cooperatives, where they're a very

13 | arge custoner, a very demandi ng custoner, and
14 you're trying to follow an agreenent, a

15 contract, then the contract's going to guide the
16 princi pal decision making around that. But at
17 the sane tine, they're our biggest custoner and
18 we have to have a good relationship wth them
19 No questi on.

20 Now, where we find ourself today is they

21 sued us. And we've got to work through that,

22 and we're working through that. Prior to that,
23 you know, decisions that were nmade or

24 rel ationshi ps that were established or a culture
25 of relationship by the prior CEQ | think that's
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1 a fair criticism

2 | will tell you that when | got on the

3 board, | tried to inprove that relationship.

4 You don't know this about ne, Senator, but I'ma
5 bi g duck hunter. | love to duck hunt. 1It's a

6 passion of mne. And | invited several of the

7 co-op CEGCs to conme duck hunt, spend a weekend

8 wth nme, fellowship, get to know each ot her, and
9 | thought that was a useful exercise. And I

10 suspect they enjoyed it as well.

11 But | will tell you we need to do nore of
12 that, and we need to nove forward. W need to
13 nmove forward together to inprove the |ives of

14 South Carolinians. And we can do that. W can.
15 SENATOR CROVER: And, M. Ray, | was a duck
16 hunter, also, until | was wth a friend one day
17 and | killed three in one shot and then find out
18 they were decoys.

19 MR, RAY: No comment.
20 SENATOR CROVER: Do you think going forward
21 you all can have a good working relationship? |
22 know Central is in the office. And | know it
23 takes two to tango, as the old saying goes. So
24 maybe there was a little bit on both sides. |
25 don't know because, again, | wasn't privy to

EveryWord, Inc. Court Reporting Page: 49 www.EveryWordInc.com



Senate Finance Meeting

1 that. Just based on hearsay, unfortunately.

2 MR. RAY: Fair. Look, it takes two to nake

3 a relationship work. And we need to fix that.

4 W will fix that. But it has to be bal anced.

5 They're a custonmer. W have ot her custoners.

6 And it needs to be a bal anced rel ati onship, and

7 | think we're all capable of negotiating a

8 bal anced, fair deal for everybody.

9 SENATOR CROVER: And sounds |i ke you have
10 made sone progress toward those goals with the
11 settlenent of the |awsuit and the anount that
12 you settled for and all that. Sounds to ne |ike
13 maybe you nade sone progress, you woul d think?
14 MR RAY: | would answer it this way: Yes,
15 we have the framework of an agreenent. There's
16 work left to be done. There's sone key issues
17 left on the table. W' ve got to work through
18 those. We worked through those during the night
19 | ast night. W have fol ks working on that as we
20 speak today, and they're inportant key issues
21 and we need to solve them
22 SENATOR CROVER: | had one of ny executives
23 fromone of my co-ops text ne sonme questions
24 | ast night.

25 MR, RAY: |'msure.
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1 SENATOR CROVER: But the only one that

2 would really be relevant for you is how

3 conpetitive i s Santee Cooper on whol esal e

4 cost -- whol esale cost in South Carolina?

5 MR RAY: | think that's a simlar question
6 that was asked a nonent ago and we --

7 SENATOR CROVER: Are you going to get us an
8 answer ?

9 MR, RAY: W're going to get you that

10 specific information.

11 SENATOR CROVER: That's all | have.

12 MR, SHEALY: M. Chairman, next up is

13 Senat or Bennett.

14 MR. BONSALL: [If | can anplify on that

15 guestion a little bit before we -- ny apol ogi es.
16 You asked conpetitiveness in the state of
17 South Carolina for whol esale prices. Wolesale
18 prices that are charged by Santee Cooper, |'m
19 generally aware of their |level. And those
20 whol esal e prices woul d be conpetitive in the
21 state of Arizona given ny experience. | just
22 don't have the background in the state of
23 South Carolina. M apol ogies.
24 SENATOR BENNETT: Thank you, M. Chairman.
25 Good norning, M. Bonsall. Thank you very
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1 much, again, for all of this over the |last few
2 days for you and your team

3 Just a couple of quick questions -- at

4 | east | hope they'll be quick. |'mworking off
5 of page 8 in your initial presentation, and then
6 | guess slide 2 of your backup docunentation.

7 And it has to do with capacity. And you had

8 made several coments yesterday about increasing
9 capacity and al so shrinking capacity a little

10 bit in your plans.

11 And as |'m | ooking at these charts,

12 particularly the one that is in your backup

13 docunent ati on, where it appears to be desi gned
14 to be a direct conparison to NextEra, kind of

15 hi ghlights to be a -- one of probably many

16 significant differences betwen how you woul d

17 run the conpany versus how NextEra would run the
18 conpany in this instance, and | guess in this

19 case, when | look at this, | see a trenendous
20 difference in gap between capacity and denand
21 and your | oad.
22 And first questionis --
23 MR. BONSALL: Are you on page 8 now?
24 SENATOR BENNETT: |'m | ooking at page 8,
25 but I"'mreally kind of |ooking nore at page 2 of
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1 your support docunents.

2 MR, BONSALL: The sane chart is on that

3 page too. Let ne see if | can get there.

4 SENATOR BENNETT: Ri ght.

5 MR, BONSALL: Al right. There.

6 SENATOR BENNETT: There you go.

7 Again, it appears that you're saying that
8 in NextEra -- NextEra's approach is not only --
9 not only are they increasing capacity, but

10 they're increasing capacity unnecessarily. |Is
11 t hat accurate?

12 MR, BONSALL: If they stick to this

13 forecast, they're going to be along for a good,
14 | ong period of tine, yes. That's the precise
15 situation we're trying to get out of --

16 SENATOR BENNETT:  Sure.

17 MR. BONSALL: -- because |ong costs noney.
18 So the other significant difference here, and,
19 again, these -- | showed these charts in
20 response to a question from Senator G oons. And
21 we did have them prepared by a consultant. But
22 the other significant difference to your point,
23 these are starkly different plans. They're
24 starkly different approaches, answers to the
25 guestion: Wat wll you do going forward? And
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1 these charts, | think, illustrate as good as any
2 that different approach.

3 We're trying to get back in the bal ance and
4 preserve the ability to make increnental

5 deci sions over the course of tinme to optim ze

6 the research portfolio.

7 If you put in a whole lot of capacity in

8 the next three or four years, you' ve made the

9 deci sions that you' re going to nake for the next
10 20 years because you're excess. So you're

11 giving up the optionality value. That may end
12 up being a good decision, but |I think history

13 will tell you no.

14 SENATOR BENNETT: | guess that's where --
15 that's ny first question is it seens to ne |like
16 any utility, public, private, co-op, however you
17 want to produce and provide energy to a

18 popul ati on, would not want to provide for

19 overcapacity. And you would use sone sort of
20 baseline | oad projection figure, which you have
21 her e.
22 MR. BONSALL: Right.
23 SENATOR BENNETT: M first question is: |Is
24 that blue line the load -- the load line
25 projection, are those typically consistent from
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1 utility to utility? | nmean, is that there a way
2 to say --

3 MR. BONSALL: How they are constructed?

4 SENATOR BENNETT: -- your | oad projection
5 is wong? M fornula is right because A B, C
6 or are they typically agreed upon in the

7 mar ket pl ace?

8 MR, BONSALL: Let ne tell you where this --
9 CHAI RVAN LEATHERMAN: Hol d on a second.

10 Sone of us are | ooking at page 2, we don't see
11 that. What page are we on?

12 SENATOR BENNETT: |'m | ooki ng on page 2

13 of --

14 MR. BONSALL: O the backup.

15 SENATOR BENNETT: O the backup charts,

16 M. Chairman.

17 CHAI RVAN LEATHERMAN:  Thank you, sir.

18 We're just trying to keep up wth you.

19 SENATOR BENNETT: Thank you.
20 MR. BONSALL: Let ne give you sone
21 background i nformati on on that blue Iine, which
22 is the load line. That's the line -- that
23 i ncl udes reserves, by the way. So it's the raw
24 | oad, plus a normal provision for reserves. And
25 you do carry some reserves just in case a unit
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1 goes down or weather is nore extrene than you

2 had anticipated, et cetera. So you had sone

3 reserve built into the | oad forecast.

4 The question is, how do you serve -- or how
5 do you construct resources to serve that | oad

6 plus reserves? So that's what the blue line

7 represents. It's |load plus reserves. It is

8 | oad forecasts that we all, in participating in
9 this process, were asked to respond to and build
10 our responses around. So it's common in that

11 sense.

12 And | think it had been vetted, as well,

13 wi th the engineering consultant for the DOA and
14 iIs the sumtotal of the Santee Cooper |oad and
15 the | oad that Central gave us.

16 And that's how we construct our aggregate
17 | oad forecast is to just sinply add those two.
18 They are the sumtotal of our |oad. And then

19 Central load is the aggregate | oad that needs to
20 be served. So that's the background on that

21 bl ue |ine.

22 That does include all owance for reserves.
23 It was vetted by E3. To your point, that's how
24 you can take sone confort in that line is that |
25 think it was vetted by E3.
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SENATOR BENNETT: Let ne ask you: Do you
agree with that blue |oad |ine?

MR. BONSALL: | do. | do.

SENATOR BENNETT: And | know there's sone
di sagreenent, and | appreciate it, too, as far
as what the normalized rates were projected to
be versus what you think they are. And you
think they'll be less, and | can appreciate
that. | think NextEra would tell us the sane
thing. They believe theirs would be |ess.

Do you believe there would be -- and this
Is probably not a fair question, so | apol ogize
in advance and |I'll ask it again next tine we
have Next Era here.

Do you think NextEra agrees with that blue
line?

MR, BONSALL: Actually, | do not know the
answer to that question. | don't know the
answer to that question.

SENATOR BENNETT: Sure. And the reason
ask i s because these are very obviously --

MR. BONSALL: Very different.

SENATOR BENNETT: -- very different
projection |lines that cause sone questions.

MR. BONSALL: The short answer to a version
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1 of your question is, were | now forecasting

2 being long for 20 years, | would want to do

3 sonet hing about that to bring it back into

4 bal ance. So not necessarily sure that that's a
5 stabl e forecast on the bottomof this chart.

6 SENATOR BENNETT: One ot her just nore

7 curiosity than anything, you al so nentioned

8 yesterday during your remarks that your prepaid
9 program - -

10 MR, BONSALL: Yes.

11 SENATOR BENNETT: =-- really resulted in

12 ener gy use behavi or changes.

13 MR, BONSALL: Yes.

14 SENATOR BENNETT: To what extent was that?
15 | know you nentioned sone figures yesterday.

16 Was that a 10 percent savings? A 15? Can you
17 quantify it?

18 MR. BONSALL: W started that program

19 probably in the late 1990s, so it had many years
20 of operation. W never nmarketed it directly.
21 It was all word of nouth. W ended up with
22 180, 000 custoners on prepai d because they prefer
23 the features of it. It was convenient. They
24 could buy energy in small increnents. They
25 never got behind in their bills.
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1 But what they really appreciated was that

2 the card reader on the inside of the house told
3 t hem how nmany days |eft of energy they had as a
4 result of the last card charge.

5 And that turned electricity, which is

6 ot herwi se invisible, and the business nodel that
7 we've all operated under forever is you consune
8 it, you don't know how much you've consuned, you
9 get a bill later, there's nothing you can do

10 about it. And if you get upside down on your

11 bills, you get into a very -- a credit cycle

12 that, believe ne, is not the preference of

13 ei ther our conpany or the conpany (sic). So we
14 were | ooking for a solution to deal with that

15 and we chanced upon this idea.

16 It wasn't actually new, interestingly

17 enough, as | understand it, there were

18 coi n-operated neters, there may still be, in

19 London in World War Il. And we kind of, gee, |
20 wonder if there's a nodern version of that? So
21 we devel oped that technology with Mtorola.
22 You can tell I"'ma little bit passionate
23 about the program | don't nean to take up too
24 much tinme, but it really is a fundanenta
25 reversal of the role between -- traditional role
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1 bet ween custoner and nonopoly utility. And it
2 puts the custonmer in charge of their

3 consunpti on.

4 And did they save? Yeah. That little,

5 itty-bitty bit of information -- and on average,
6 year over year, for 180,000 custoners, they

7 saved -- they cut their consunption by

8 12 percent. That's a |ot.

9 SENATOR BENNETT: So those types of

10 projections all built in to your --

11 MR, BONSALL: They're not because we don't
12 have that in there yet. But we've got the

13 demand si de managenent prograns included in the
14 resource finance. W haven't netted the energy
15 yet, but we've got the dedication to the cause.
16 SENATOR BENNETT: How long did it take

17 bef ore you saw behavi or changes when sonebody
18 started using the systens?

19 MR, BONSALL: Oh, it was pretty mnuch
20 i mredi ate, yeah. And as | nentioned, we used to
21 have -- we had our own -- design our own, we
22 used to have ATM machi nes basically in grocery
23 stores. Gocery stores |oved them because it
24 drove traffic to the grocery store. They would
25 buy sone energy and a gallon of mlKk.
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1 But towards the end, we converted it over
2 to where you could recharge your neter because
3 of our smart neter platformrenotely as opposed
4 to having to go to the ATM

5 SENATOR BENNETT: Well, know ng what you're
6 going to spend before you spend it and what

7 you're actually spending it on, that's a novel
8 i dea. W should naybe apply that to health

9 care. It would be interesting.

10 Thank you very much.

11 MR, BONSALL: Thank you.

12 SENATOR BENNETT: Thank you, M. Chairnman.
13 MR, SHEALY: Next up is Senator G oons.

14 SENATOR GROOVE: Thank you, M. Chairman.
15 We' ve had sone conversations earlier today
16 on the reformplan and why is it not

17 accelerated. And | believe that you gave sone
18 answers, and that was a question that | had

19 yest er day.
20 And it seened that in the reform plan,
21 Sant ee Cooper's head count is higher than that
22 of NextEra's. Wuld you agree with that?
23 MR, BONSALL: |I'msure that's the case
24 given their -- yes.
25 SENATOR GROOVE: And yesterday we spoke a
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1 little bit about reliability. Could you tell us
2 agai n about Santee Cooper's reliability and how
3 it stacks up with other utilities?

4 MR. BONSALL: The reliability of

5 Santee Cooper -- and this is higher than it was
6 at SRP. That's why I'mso inpressed by it.

7 Because we had top decile reliability as

8 nmeasured by the EIA at SRP. And | know what it
9 took to do that. But Santee Cooper is literally
10 nunber 4 out of 534 utilities. That's top

11 1 percent.

12 SENATOR GROOVE: That's pretty good, right?
13 MR. BONSALL: That's pretty good. |'ve got
14 to give themcredit. That's an amazi ng

15 statistic. It truly is. | very nmuch give the
16 institution credit for that.

17 SENATOR GROOMS: One of the elenents in the
18 new resource plan would be idle Wnyah over a

19 period of years?
20 MR. BONSALL: Right.
21 SENATOR GROOVE: Wiat happens if you were
22 to idle Wnyah today? You call dispatch and
23 say, "Shut it down," what happens to the system
24 reliability if you closed Wnyah today?
25 MR. BONSALL: [|'mnot the engi neer expert
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1 on this, but as | understand it, the systemis

2 clearly exposed to becom ng unstable. That is

3 not a smart thing to do.

4 SENATOR GROOVE: So expand a little bit

5 further, we heard testinony |ast week that the

6 Next Era plan -- and one of the reasons why there
7 was excess capacity in the conversation you just
8 had wth senators from Dorchester, one of the

9 t hi ngs about the NextEra plan, it does build

10 excess capacity.

11 When asked about that, the response was,

12 "We'd be able to transition away nore coal nore
13 qui ckly and idle Cross down to a very snal

14 anount of electricity being produced.™

15 And let ne ask you, if you were to idle

16 W nyah today and Cross today, what happens to

17 systemreliability?

18 MR. BONSALL: It goes to hell, if | can use
19 t hat phrase.
20 SENATOR GROOVE: Is it just the
21 Sant ee Cooper ?
22 MR. BONSALL: Did | just nmake a serious
23 m stake? That's a really bad probl em
24 SENATOR GROOVE: Would that affect just the
25 Sant ee Cooper systenf
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1 MR. BONSALL: No, it affects everybody.

2 Reliability is an interconnected phenonenon. So
3 if you're Duke or you' re Dom nion or you're

4 Sout hern or anything, and that's the

5 significance of reliability. W all have

6 responsibilities in this business to nmaintain

7 our systemreliability. Because if we don't, it
8 af fects other systens' reliability because

9 they're all interconnected.

10 | served as the chair of the Western

11 Systens Coordinating Council, which is the

12 reliability council. There's 10 or 11 of them
13 in the United States. This is for the entire
14 western United States. And | spent a coupl e of
15 months of ny life explaining how a pine tree in
16 Oregon knocked out the entire West Coast and on
17 into Arizona because of the inadequacy of

18 veget ati on managenent. Very sinple sol ution.

19 The point is, all of those systens are, in
20 fact, interconnected. And you get a problemon
21 one, and it sinply rolls through to the other.
22 So, yeah, you can cause a |lot of damage if you
23 don't maintain your liability.
24 SENATOR GROOVE: Are you aware that the
25 Public Service Comm ssion reviews site plans and
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resource plans of investor-owned utilities?

MR. BONSALL: | amaware of that, yes.

SENATOR GROOVE: Are you aware that the
proposed | egislation from NextEra puts that
responsibility on the General Assenbly to nake
for their resource plan and not the Public
Servi ce Conm ssion?

MR, BONSALL: | think you are a brilliant
i ndi vi dual, Senator G oons, and nore than
capabl e of nmaking those reliability decisions.
| " m ki ddi ng you

SENATOR GROOMS: Ckay. | was wonderi ng.

MR. BONSALL: [|'mnot sure that's a good
i dea.

SENATOR PEELER: M. Chairman, he is under
oat h.

SENATOR GROOVE: Let ne rephrase the
guestion. The 170 nenbers of the General
Assenbly -- I'mjust one of the 170 -- woul d,
collectively, we be in a better position to nake
that choice than the Public Service Conm ssion?

MR, BONSALL: That is truly an expert
eval uation. No question about it. You can't
bel i eve how conplicated that is.

In running a utility and chair of the board
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1 of WBCC, we had -- at WSCC, we had a staff of 50
2 or 60 people that are quite expert in that and

3 it is an enornously conpl ex eval uation. Should
4 be done by the people who know what -- who are

5 expert in the trade.

6 SENATOR GROOVE: Coul d you produce for us a
7 resource plan that shows cost savings by idling
8 W nyah today and greatly di m nishing Cross

9 output? Could you do that? 1'm not saying

10 woul d you do that. |'m saying could you do

11 t hat .

12 MR, BONSALL: | think we would probably --
13 yeah, we could develop a load like that. Yes,
14 we could. | would not recommend it, but we

15 could --

16 SENATOR GROOVE: If reliability wasn't a

17 concern at all?

18 MR. BONSALL: If reliability wasn't a

19 concern, yeah. You know, one of the things you
20 have to value, Senator, and | want to go back
21 to -- how do | get out of backup at this point?
22 |"msorry, Senators. | don't nean to conplicate
23 the -- there it is.
24 The question -- but it is a conplicated
25 busi ness and one of the things that you need to
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be attentive to as well is the diversification
of resources. The diversification of resources
inutility planning has the sane effect,
favorabl e effect as diversification in
I nvest nent managenent. It's don't -- don't put
all your eggs in one basket.

And if you reduce the use of human resource
so nuch that you're increasing the use of a
different technology, to a very |arge degree,
you're placing the systemat risk. You're --
due to changes in that particul ar technol ogy.

So we've tried to maintain a bal ance here.
There's a substantial reduction in coal. And |
know coal is a topic of great concern anongst a
nunber of people. It does serve as a hedge
agai nst other resources. It is a basel oad
resource. You need basel oad resources on your
systemfromthe systemstability point of view

W will look at -- this is Cross out into
the future. This is the -- the right chart
reflects Cross out into the future. Cbviously,
you're going to shift sonme of the coa
generation from Wnyah, once you shut it down,
over to Cross.

But mai ntai ning sone -- even EPRI -- and |
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1 was on the board of EPRI, Electric Power

2 Research Institute, indicated at one point in

3 time -- and I'"msure they still do. [1'll check
4 if you want ne to. ~-- that if the nation is to
5 acconplish certain em ssion targets going

6 forward, there's still a role for coal.

7 You still have to have sone coal in the mx
8 in order to preserve systemreliability,

9 frankly. So you've got to be careful and

10 mai ntain a diversity of resources here.

11 SENATOR GROOMS: Talk to ne a little bit
12 nore about property value. And Panela may give
13 you better answers to sone of these questions.
14 This goes along with the Senator from

15 Lexi ngton's questions. Everything is listed as
16 book val ue and not necessarily market val ue.

17 And that went along with sone of the properties.
18 |s that right?

19 M5. WLLIAMS: That's right.

20 SENATOR GROOMS:  And we heard sonet hi ng

21 about Wanpee. |[|s that a resource that

22 Sant ee Cooper is planning on selling at this

23 time?

24 M5. WLLIAMS: It's being used,

25 Senator G oons. W use it for board neetings
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1 and sone internal neetings, but it is used

2 | argely by nenbers of the community. W offer
3 it up to custoners, to nonprofit groups, and to
4 state and | ocal governnent as a resource. And
5 it is used heavily in that regard.

6 SENATOR GROOVE: Did you know that | was

7 al so born in Moncks Corner?

8 M5. WLLIAVS: | did know that.

9 SENATOR GROOMS:  And did you know that |
10 pl ace great value on special things, such as

11 historically significant places, such as

12 ecologically inportant places, such as the

13 Cooper River Corridor, Wanpee House or Fair Lawn
14 and nunerous places on the lake. |Is that a

15 val ue al so to Santee Cooper?

16 M5. WLLIAVS: It is. | nean, it's part of
17 our history. 1It's where the project started

18 right across the | ake at Jeffries. Also, |'ll
19 mention the old Santee Canal Park. You did not
20 mention that, but that's part of the history of
21 the area. And it is -- it's a pretty spot.
22 But it's nore than just a pretty spot.
23 That probably wasn't a good answer. It is part
24 of the community. |It's used heavily by the
25 comunity and val ued by the comunity.
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Emer gency responders use the boat ranp there if
there's an accident on the lake. So it's a |ot
nore than a pretty spot. So thank you for
allowing nme to foll ow up.

SENATOR GROOVE: Would that place sone of
these special places that are really valuable to
really the people of South Carolina, would they
have a different valve, let's say, to Florida

devel opers?

M5. WLLIAVS: | believe that is very
possi bl e.
SENATOR GROOMS:  |''m not sayi ng which

Fl orida devel oper. Let's say developers in
general. | believe that Santee Cooper has a
treasure trove of resources that would be very
val uabl e to certain devel opers.

M5. WLLIAVS: W certainly try to bal ance
our commtnment to the environnent and to the
communities to public access with making sure
that our properties around the |akes bring in
sone return that's fair for all of our rate
payers. W are not notivated to sell off all
that property to make a profit onit. W try to
bal ance all of those conpeting interests.

SENATOR GROOVE: Up on the | ake and Lake
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1 Keowee, up in Senator Al exander's area, are you
2 famliar with that lake a little bit?

3 M5. WLLIAVS: Alittle bit.

4 SENATOR GROOVE: Have you ever been on that
5 | ake on the weekend with the nunber of boats and
6 houses and the congestion that's there?

7 M5. WLLIAVS: | have not, but | take your
8 word for it.

9 SENATOR GROOVE: | was wondering if you

10 could --

11 M5. WLLIAMS: Sorry. | didn't goto

12 G enson, |'msorry.

13 SENATOR ALEXANDER:  Your | oss.

14 M5. WLLIAMVS: | know.

15 SENATOR GROOVS: But that utility was able
16 to open up nost of the | akefront property for
17 devel opnent. |'mwondering -- and

18 Sant ee Cooper's | akefront property, nost of it
19 I's not opened up to devel opnent, is it?
20 M5. WLLIAMS: That's correct. A lot of
21 the | akefront property is dans and di kes, so
22 it's not devel opable. And we have tried to, in
23 a smart way, allow public access, you know, in
24 partnership with counties and ot her
25 muni ci palities, wth private concerns who | ease
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1 property to provide access to the public, and to
2 provi de residential communities so that, you

3 know, people with -- not jamred in, not condos,
4 so that we retain the value of the | akes.

5 They' re beautiful places.

6 Spar kl eberry Swanp. | don't know who's

7 been up to the upper part of Lake Marion. |It's
8 one of the nbst amazing places. I'mgoing to

9 get -- he gets happy about AM. | get happy

10 about tal ki ng about Sparkl eberry Swanp. There's
11 sone very beautiful places on the | ake, and we
12 want them preserved.

13 SENATOR GROOVE: Did you know that the

14 former president pro temof the Senate and |

15 often jet ski around Sparkl eberry?

16 CHAI RVAN LEATHERMAN: Let's stick to our

17 subj ect here.

18 SENATOR GROOMSB:  |'m sorry.

19 M5. WLLIAVS: | apol ogi ze.

20 SENATOR GROOVE: This is probably back to
21 M. Bonsall. There were sone questions earlier
22 | think fromat |east two senators regarding

23 whol esal e prices where -- and | think there's an
24 attenpt to try to get sonme conparisons, | say,
25 between on the Central agreement with
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1 Sant ee Cooper prices and also the prices that

2 are offered to Central by Duke. That was part
3 of some conversations that occurred with the |ICF
4 process.

5 | believe during the | CF process, we were
6 presented with charts with Santee Cooper's

7 pricing to Central and a nornalized pricing on
8 whol esal e custoners. Just trying to cut to the
9 chase and get to the bottomline here, | think
10 it would be hel pful to be able to conpare

11 Santee Cooper's prices to Central and Duke's
12 prices to Central.

13 Do you have information -- |'msure you
14 have infornmation regardi ng Sant ee Cooper's

15 prices to Central, but do you have information
16 regardi ng Duke's contracted prices to Central ?
17 MR. BONSALL: | personally don't. | have
18 not seen that. Let ne ask staff if we can.

19 This is our pricing manager, Mke Smth.
20 CHAI RVAN LEATHERVAN:  Nane for the record,
21 pl ease.
22 MR SMTH. Yes, sir. M nanme is M ke
23 Smth. [|I'mthe group | eader of pricing at
24 Sant ee Cooper.
25 Yes, Senator, we did do a conparison of
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1 Sant ee Cooper rates to Central as conpared to

2 our rates. And we were able to get that

3 information from publicly avail able resources.

4 Specifically froma website that we subscribe to
5 that provides information that is provided by

6 gover nnent agenci es.

7 In fact, what we were able to discern from
8 t hose docunents that are -- that website was

9 that were pricing was consistent with the

10 pricing that Central was receiving from Duke on
11 sone occasions, in sone years a little bit |ess,
12 in sone years a little bit nore, but it was

13 relatively consistent with what they were

14 recei ving.

15 SENATOR GROOMS:  Has there been any

16 anal ysis going forward under the reform pl an

17 what the pricing would be with Central ?

18 MR. SM TH. There has been an anal ysis

19 according to the reformplan. It's included in
20 the reform pl an.
21 SENATOR GROOMS:  |I's there any way of
22 extrapol ati ng out what Duke's prices m ght be
23 going forward? Did you do any type of analysis
24 li ke that?
25 MR SMTH. No, sir, we have not.
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1 SENATOR GROOVE: Let ne ask you a little

2 bit about the pricing going forward. And this
3 may be back to M. Bonsall, but thank you for

4 t hat .

5 But under a post joint resolution world,

6 where you're able to freely negoti ate ot her

7 things with Sout hern Conpany, Dom nion, even

8 able to negotiate with Central, in a post joint
9 resolution world, do you believe in

10 col | aboration wth Central that should be able
11 to better perfect the reformplan?

12 MR, BONSALL: | do, yeah. Absolutely. |
13 woul d | ove to have the opportunity. |It's been
14 -- 1 don't want to say frustrating is not the
15 right word to apply. It's -- we followed the
16 rul es, but we have not been able to engage in

17 those kind of discussions. To the extent |

18 woul d prefer, as a result of the DOA process,

19 and | understand the reasons, therefore, I'm not
20 being critical, but that's one of things that --
21 | think I put that on ny list, as a matter of

22 fact, it's one of the very first things | want
23 to do once we have the opportunity.

24 SENATOR GROOME: So it's true that you have
25 a high degree of confidence that the reform plan
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can be further perfected to have | ower costs in
col l aboration with Central ?

MR, BONSALL: It is, yes.

SENATOR GROOVE: If you're able to have
negotiations in collaboration wth Southern
Conpany, do you believe you would be able to
better perfect the reformplan in terns of cost?

MR. BONSALL: Those kinds of efforts to
work wi th neighbors, we did that in Arizona.
There are cl ear econom es of scale that can be
drawn, and you can reduce costs and thus
I ncrease val ue and satisfaction anongst your

custonmers. So | really ook forward to doi ng

t hat .

The first order of business in devel opi ng
the reformplan, Senator -- | was going in the
wong direction. Sorry about that. -- was to

get rid of excess capacity and get your resource
pl an strai ghtened out, optim zed, nodernized,

et cetera. So that's the first order of

busi ness. Because really the bulk of the
econom cs that you can acconplish, the savings
you can acconplish relate to | oads and

resour ces.

The second | evel -- the next |evel of
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savings you need to turn to is that kind of
cooperation and coordi nation, basically trying
to achieve scale economes wthin the operations
of the utility. That's what we were trying to
turn our attention to. Haven't been able to for
vari ous reasons everybody knows.

But | want to get right back to that just

as soon as we possibly can because | do believe

there are savings there that wll benefit
ever ybody.
SENATOR GROOVE: | believe you're correct

inthat, and it seens strange that you were
basi cal | y handcuffed from even exploring that
when you consi der what happens to the poor rate
payer .

CHAl RVAN LEATHERMAN:  You are doing a
pretty good job of |eading questions, but go
ahead.

SENATOR GROOVS: | appreciate that,
Senator. Thank you

But just a final question. |In the enabling
| egislation with Santee Cooper, there's a term
that's in there and it appears throughout the
ot her docunents that says "for the benefit of

all the people of South Carolina.”" So let ne
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1 ask you, do you believe Santee Cooper's assets

2 are best enployed for the benefit of all the

3 peopl e of South Carolina or for a bunch of

4 Fl ori da- based i nvestors?

5 MR, BONSALL: Well, I'mkind of a

6 transplanted South Carolinian at this point, for
7 crying out loud. You know, there's trees here
8 in South Carolina. They're nmuch taller than the
9 old scrub bushes we had. It's quite a place.

10 | believe in the dedication to the cause.
11 | think that public power has a role and a pl ace
12 and is there for areason. | also think it's

13 very, very inportant for this state to keep a
14 stake in this business. Santee Cooper is a

15 | eader in this business.

16 CHAl RVAN LEATHERMAN: | believe your tine
17 is about up. 17 seconds left.

18 MR. BONSALL: The short answer to your

19 guestion, Senator, is absolutely yes.
20 SENATOR GROOMS: Wth 17 seconds left, |
21 want to thank M. Bonsall and the Santee Cooper
22 team | want to thank you for giving ne the
23 opportunity to ask sone questions.
24 CHAl RVAN LEATHERMAN:  |'mgetting signals
25 there may be disconfort taking place in your
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1 group, our group.

2 MR, BONSALL: I'mwth you on that.

3 SENATOR CROVER: Before we adjourn, | just
4 want to state for the record that the fact --

5 CHAl RVAN LEATHERVMAN: W are not

6 adj our ni ng.

7 SENATOR CROVER: | nean break. -- the fact
8 that the Senator from Berkeley was born in

9 Moncks Corner shoul d not be hel d agai nst

10 Sant ee Cooper.

11 CHAI RVAN LEATHERMAN:  You want to introduce
12 your board nenbers here?

13 MR. BONSALL: |1'mgoing to ask Chairnman Ray
14 to do that.

15 CHAl RVAN LEATHERMAN:  Sur e.

16 MR RAY: |'d be happy to do that. Before
17 | do, 1'd like to give all of South Carolina a
18 shout-out. | sit on the National Board of Ducks
19 Unlimted. |[|'ve been on that board for 17

20 years. The G eater Santee Watershed that starts
21 fromthe Congaree, the Wateree, all the way down
22 to the Santee Delta of South Carolina, is a

23 vital wintering route for waterfow .

24 We do it right in South Carolina. | nean,
25 fromthe resources that you give to the state to
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1 manage the Santee Coastal Reserve to the

2 wat er shed and the i nprovenents that

3 Sant ee Cooper nmkes along the | akes, it is

4 inportant to wintering waterfow. And

5 South Carolina does it right. | wanted to nmake
6 that point.

7 Board nenbers here present today: M. Herb
8 Leaird from Sunter, South Carolina, M. Steve

9 Mudge from C enson, South Carolina;

10 M. Kristofer Cark from Easl ey, South Carolina;
11 M. David Singleton fromMrtle Beach,

12 South Carolina; and M. Cal Land from Sunter --
13 " msorry, from Manning, South Carolina, are

14 here today.

15 CHAl RVAN LEATHERMAN:  Thank you, sir.

16 MR RAY: And | live in Georgetown,

17 Sout h Carolina.

18 CHAl RVAN LEATHERMAN:  Thank you, sir. |
19 got one question, and I'll give the Lady of the
20 Lakes an opportunity.

21 M5. WLLIAMS: | have a feeling that nane
22 iIs going to stick, M. Chairnan.

23 CHAI RVAN LEATHERMAN:  Presi dent Roosevelt
24 signed legislation back in 1933, 1934 that

25 created Santee Cooper; is that correct?
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M5. WLLIAVS: That sounds right, the tine
frane.

CHAI RVAN LEATHERMAN: My question in ny
mnd is was the land for the | akes, damsit on
or whatever, was that a grant or did sonebody
buy that? Federal governnment furnish that?
Where did that cone fronf?

M5. WLLIAVS: There was federal noney that
was put into, yes, sir. It was part of a WA
project. One of many goi ng on throughout the
nation at the tinme. That was Santee Cooper's --
or the South Carolina's project. It was their
portion of that program And so nobney was
provi ded to purchase the property where the
project sits.

CHAI RVAN LEATHERMAN:  So based on that
answer, you may need sone tine to research this,
but what do you have that on your books as
t oday?

M5. WLLIAMS: | can't answer that off the
top of ny head.

CHAI RVAN LEATHERVMAN: I f you get tine, can
you get that for us?

M5. WLLIAMS: Yes, sir.

CHAl RVAN LEATHERVAN: | think that wll be
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1 very hel pful.

2 Al right. W're going to take a break for
3 15 mnutes. It is 20 till, and we'l|l be back at
4 10: 56.

5 - - -

6 (A recess transpired.)

7 - - -

8 CHAI RVAN LEATHERMAN:  Senat or Davi s.

9 SENATOR DAVI S:  Thank you, M. Chairnman.

10 | want to understand nore fully what your
11 core plan is, and I comend you on the job that
12 you're doing. |'ve got sone questions, trying
13 to fill in some gaps.

14 MR, BONSALL: Sure.

15 SENATOR DAVIS: On page 27 of the

16 presentation, it says, "Renove cap on

17 di stributed energy resources but then subject

18 i npl enent policies and processes that avoid cost
19 shifts."
20 And we dealt with this on the 10U side wth
21 Act 62 by renoving the 2 percent cap that had
22 been on the ability to, you know, sell power
23 back and that netering credit back. And we
24 charged the PSC with an -- | guess it's an
25 agreenent in place for three years or so in
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1 regard to what that credit should be.

2 And then after that, there's going to be a
3 PSC determ ning the process on what that credit
4 iIs going forward. What woul d be under the

5 reformplan --

6 MR. BONSALL: This is as to netering?

7 SENATOR DAVIS: R ght. Correct. That's an
8 | QU side with Act 62.

9 In regard to your proposal in regard for

10 renmoving the cap on distributed energy

11 resources, what are the constraints contenpl ated
12 by those inplenenting policies and processes?

13 And what assurances woul d the reform plan

14 provi de that rooftop -- people who wanted

15 rooftop that would have the ability to do so and
16 then get a credit for engaged in that netering
17 w th Santee Cooper?

18 MR. BONSALL: Well, the provisions on page
19 27 -- thank you, Senator. The provisions on

20 page 27 relate to changes that are proposed in
21 the Coordination Agreenent. This is a request
22 that we received fromCentral, as | recall

23 during a period of tinme between Novenber 25th

24 and January 3rd, when we were all talking with
25 the DOA and Central. Al of the bidders were.
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1 And they requested sonme changes to the

2 [imtations that existed at that time in the

3 coordi nation agreenent as it related to the

4 vol ume of distributed energy resources that

5 coul d be depl oyed.

6 And there were provisions in the

7 coordi nation agreenent at that tinme. And this
8 is our proposal back to what they had suggested
9 that the -- and there was an interimstep here
10 where we suggested sone kind of increasing the
11 caps but not renoving them

12 And ultimately went on this approach, which
13 it just says renove themall on distributed

14 energy resources on both the Central system and
15 t he Santee Cooper system but subject to the

16 policy goal of avoiding cost shifts between

17 Central and the other retail custoners of

18 Santee Cooper. That's a very conplex anal ysis.
19 SENATOR DAVI S: Yeah, | guess --
20 MR. BONSALL: Let ne get to your credit
21 guestion in just a second.
22 SENATOR DAVI S:  Sure.
23 MR, BONSALL: M understanding is, and,
24 again, I'mnot the expert on it as of yet, but
25 my understanding is that Santee Cooper has a
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1 very active net netering program |It's been

2 very successful. Its net netering basically had
3 avoi ded costs, seens to work well. It's been

4 grow ng neaningfully over the years, and we

5 woul d have no intention of curtailing that. |If
6 that's your question.

7 SENATOR DAVIS: And | just -- and that was
8 my question. Wen as a | awer |ooking at the

9 | anguage and it said renoving the cap but

10 subject to inplenenting policies and procedures,
11 | was just wondering what those constraints

12 m ght be.

13 MR. BONSALL: It would be sone kind of an
14 anal ytical effort between ourselves and Centra
15 to | ook at whether costs were, in fact, shifted
16 bet ween Central and our other retail custoners
17 or our other retail custoners and Central and
18 addressing that issue. | don't think that has a
19 whole ot to do with the kind of retail
20 depl oynent of the resource.
21 You see what |I'mgetting at? | think
22 that's an issue between Central and
23 Sant ee Cooper that we just agreed that there
24 shouldn't be a cost shift there, and so we kind
25 of coordi nate the devel opnent of distributed
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1 resources nore or less in sync.

2 SENATOR DAVIS: Let ne share with you an

3 inference | think that |1've correctly made based
4 on the presentation over the |ast day or so.

5 When you tal k about how the reformplan is --

6 "' m going to paraphrase here -- light on capital
7 expendi tures and heavi er on power first

8 agreenents. | infer fromthat, and correct ne
9 if I"'mwong, that that woul d constitute a step
10 away fromthe traditional vertical integration
11 nodel , whereby the utility generates the power
12 and then has primary responsibility for its

13 transm ssion and distribution.

14 And what |I'minferring fromthis is, is

15 t hat Santee Cooper woul d be open on the power

16 generation side to third parties or |PPs or

17 whoever it mght be. AmIl inferring correctly
18 that this reform plan would contenpl ate sonewhat
19 of a step away fromthe traditional vertical
20 I ntegrati on nodel ?
21 MR, BONSALL: If you're defining the
22 traditional vertically integrated utility node
23 as the utility itself owns all the resources,
24 all the bricks and nortar, then, yes, that
25 inference is correct. That --
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1 SENATOR DAVI S (Go ahead.

2 MR. BONSALL: Let ne say, that does not --
3 that does not relate to the allegation to serve.
4 The allegation to serve would still be there.

5 How you serve that is different. W sinply

6 found this approach to be nore beneficial, and
7 "1l tell you why.

8 You have to -- this is very hard to do, as
9 you know. You have to val ue the reduction of

10 risk. And given the history and the experience
11 of depl oying these kinds of resources over the
12 decades, for nme, | place a good deal on

13 deri sking resource acquisition and relying on
14 the private market, who may be able to absorb it
15 better and deal wth it better. | like that

16 appr oach.

17 So we' ve becone nore on an aggregator in a
18 way .

19 SENATOR DAVIS: This is where |I'm com ng
20 fromon this, and this has been very hel pful to
21 me. Traditionally, in South Carolina, we' ve had
22 these three regions, territories, and the
23 utility has been given a territory nonopoly.
24 And the bias typically by an IOQU is to generate
25 sone power and to roll that into a trade base, a
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1 heavy bi as.

2 And we -- | think that bias in sone ways
3 | ed to what happened in Fairfield County with
4 V.C. Summer 2 and 3. | think -- that's for

5 anot her day, but | think that.

6 And so what we did |ast year in regard

7 to -- in the aftermath of V.C. Summer 2 and 3,
8 on the 10QU side, we tried to chip away at sort
9 of that vertical integration and bias toward a
10 utilities own capital expenditures, and we

11 passed Act 62.

12 And | guess what |'m exploring here, and
13 think you' ve done a good job answering ne, is
14 there's a simlar inquiry or a simlar policy
15 objective, | think, in the Santee Cooper

16 di scussion. | nean, | knowit's different in
17 ki nd because but we're not dealing with an | QU.
18 But | think what |'m hearing fromwhat you
19 said about a like capital footprint, nore of a
20 reliance upon purchasi ng agreenents, that
21 suggests to ne an openness or a wllingness to
22 nove forward a nore conpetitive energy
23 producti on market as opposed to sinply being --
24 you know, buil ding and generating your own
25 power .
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And | think you said I'mcorrect in that
inference; is that right?

MR, BONSALL: | think that would be the
natural result of heading in that direction
Purely at an even higher level, Senator, you're
obviously deeply into this. W're also
suggesting pricing principles and resource
pl anni ng principles that taken together
constitute a new and different regul atory
f ramewor k.

And | would submt to your consideration as
exactly that. \Wat incentives are you putting
in place that you want these conpanies to
acconpl i sh?

And it's conpletely up to you. |If you
want - -

SENATOR DAVI S:  Sure.

MR. BONSALL: But this is 40 years' worth
of experience tal king, saying, you know, the
purpose is, in fact, A, B, C Dand E. At |east
it was for us in Arizona. And | put themin
front of you for your consideration

SENATOR DAVIS: So on the 1QU side wth Act
62, that the things we've put in place to assure

that there's nore conpetition anong energy

EveryWord, Inc. Court Reporting Page: 89 www.EveryWordInc.com



Senate Finance Meeting

1 producers is -- and we discussed this a little

2 bit yesterday -- we've got an avoi ded cost

3 met hodol ogy requirenment that | PPs get 10-year

4 contracts. They can recover the cost of

5 capital. W did various things to try to ensure
6 conpetition on the | QU side.

7 What assurances or what guaranties does the
8 Sant ee Cooper Reform Pl an provide that that sane
9 sort of robust process would take place? |

10 understand there's an articul ati on of

11 principles, pricing principles, this is what we
12 want to do.

13 MR. BONSALL: Right.

14 SENATOR DAVIS: On the 1QU side, we've got
15 sone recourse in this PSE proceedings to nake

16 sure that happens. \What does the reform pl an

17 contenplate in regard to assurances or

18 guaranti es by stakehol ders? For instance, say,
19 if you're a solar power producer and you feel as
20 if you're not getting a fair shake, you feel
21 i ke you can generate power nore cheaply but
22 you're not getting the contracts, what
23 assurances do we have in this context that a
24 fair and open process wll take place?
25 MR, BONSALL: Oher than that's the intent,
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1 | listed in ny things to do that | would focus

2 on as soon as | have the opportunity, that is

3 one of them Wich is flushing out, putting

4 meat on the bones of all those provisions. It

5 is clearly the intent of this plan to do exactly

6 what you're talking about. It clearly is.

7 You do need to have sone nechani sns to

8 pursue that and ensure conpliance with that.

9 And | understand that, and that's why we put --
10 let's put sonme neat on the bones of these going
11 f or war d.

12 SENATOR DAVIS: What | suggested yesterday
13 may not be the best nethodology. It nmay be

14 subj ecting your avoi ded cost nethodol ogi es and
15 subj ecting your decisions in regard to power

16 purchase agreenent to PSC revi ew and approval,
17 maybe that's not the best nmechanism But that's
18 what was | roping toward yesterday, is what

19 woul d be that nechanisn?

20 MR. BONSALL: Well, we haven't gotten down
21 the road far enough to -- that's why | put that
22 objective of mne going forward. But in

23 response to your question, | understand. | know
24 that there's a need there and want to address

25 it. There could be different ways to solve that
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1 problem  You should exam ne different ways.

2 There coul d be different ways, but you

3 shoul d exam ne the problem Define what the

4 problemis, define what your alternatives are,
5 and exam ne them and then select them and the

6 best ones. There are different nodels for doing
7 that. 1'd be happy to investigate.

8 SENATOR DAVIS: Sure. One nore question,
9 M. Chairman. This is nore of a phil osophi cal
10 corporate culture question.

11 MR. BONSALL: Ckay.

12 SENATOR DAVIS: To ne, speaking just for
13 nmysel f, one of the nost inpressive things about
14 M . Robo, when he cane here and testified about
15 their purchasi ng Santee Cooper, was talking

16 about the corporate culture of NextEra and

17 tal ki ng about how everybody in the entire

18 organi zation, fromthe board down to

19 supervi sors, down to workers, you know, wake up
20 wth -- | think the quote was -- in the pit of
21 their stomach a fear that sonmeone is going to
22 overtake themor they're driven to do the next
23 best thing every single day. And so that was
24 very inpressive to ne.

25 How i s that sanme -- how are we assured that
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1 t hat sanme sense of urgency is going to be

2 pursued by Santee Cooper in regard to these

3 articulation of principles? And this isn't on
4 you, but the fact of the nmatter is

5 Sant ee Cooper, for years, has been drifting

6 toward the situation we're in now.

7 And whatever that thing that drives

8 M. Robo and NextEra to do things every single
9 nmorning clearly wasn't present in the past with
10 Sant ee Cooper. \What assurances do we have that
11 there will be that fire in the belly to pursue
12 t hese reform proposals and that you will -- and
13 l"mnot trying to criticize ordinary workers,

14 ' mtal ki ng about just general corporate

15 culture. What assurances do we have that that
16 thing that inpressed ne about what M. Robo said
17 for NextEra, what assurances do we have that |
18 can have that sane degree of excitenent for what
19 Sant ee Cooper i s proposing?
20 MR. BONSALL: W have proposed sone kind of
21 structural parts and pieces to the -- in the
22 reformplan that pursue that cul ture question.
23 | al so nentioned that when we got here,
24 when Charlie Duckworth and | got here, we didn't
25 find -- we didn't find a conplacent corporate
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1 culture. W found people that have been doing
2 things for the past couple of years and we were,
3 as | said, anxious, ready for over a future that
4 was fundanentally different fromwhat they had
3) seen.

6 There are parts and pieces in the reform

7 pl an that we've suggested. And they've hired

8 new managenent. Yes, we're here.

9 Let ne tell you a brief story about ny

10 experience at SRP, and it was in the |ate 1980s.
11 And we had a CEO at the tine, very good guy,

12 very bright guy, but he never saw an idea that
13 he didn't want to create a new departnent over.
14 And we grew and we grew and we grew and

15 eventually get that push -- just staffing. This
16 isn't bricks and nortar. This isn't factory.

17 This is staffing, office staffing. -- pronpted
18 a price increase that was 7 percent in a

19 2 percent inflation market, and the custoners
20 reacted very negatively, strongly to it.
21 That precipitated a downsi zing at SRP from
22 sone 6600 enpl oyees at the tine, which is way
23 overstaffed, to 5500. W took 1100 people out.
24 Two nore downsizings |ater, we were up to about
25 14- or 1500 people out.
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1 | know this -- you just got to believe ne,
2 one of the nost inportant things going forward
3 Is that you now have a conpany with three

4 generations worth of people who never want to

5 see this happen again.

6 SENATOR DAVI S: Ckay. Thank you.

7 M. Chairman, thank you.

8 Thank you, M. Bonsall.

9 CHAI RVAN LEATHERMAN:  Next .

10 MR, SHEALY: Next up is Senator Massey.

11 SENATOR MASSEY: Thank you, M. Chairman.
12 And thank you for asking nme to participate.

13 M. Bonsall, |I'm probably going to run over
14 my 20 mnutes, so | may have to have sone third
15 round questions as well because | have a nunber
16 of questions that are going to be along the

17 i nes of Senator Davis, who was just asking you
18 about. But | want to start wth sone questions
19 about the proposals first totry to clarify a
20 few t hi ngs.

21 First off, do you have the presentation in
22 front of you? Do you have the slide in front of
23 you?

24 MR. BONSALL: | do.

25 SENATOR MASSEY: WII| you turn to page 5
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for ne.

MR. BONSALL: Sure. Yes, sir.

SENATOR MASSEY: Page 5 is captioned
Problenms to Sol ve, right?

MR, BONSALL: Yes, it is.

SENATOR MASSEY: All right. How many
probl ens have we identified that we need to
sol ve?

MR, BONSALL: How many probl ens?

SENATOR MASSEY: How many problens are on
the sheet here?

MR, BONSALL: Two are the principal
probl ens. These were the problens in particular
that the Board asked ne to focus on when |
arrived.

SENATOR MASSEY: All right. Do you believe
there are other probl ens?

MR, BONSALL: [It's a big organization. O
course there's going to be other problens.

SENATOR MASSEY: Are there other
significant problens?

MR. BONSALL: As significant as these, no.

SENATOR MASSEY: | nean, the reform
proposal that Santee Cooper has submtted, |

mean, |'Il tell you on all the slides -- | paid

EveryWord, Inc. Court Reporting Page: 96 www.EveryWordInc.com



Senate Finance Meeting

1 attention to everything you said and everything

2 that M. Ray said yesterday, this slide stuck

3 out to nme nore than any of the others because it

4 identifies two i ssues of concern. And that

5 concerns ne.

6 Do you believe that Santee Cooper has

7 probl ens that need to be addressed ot her than

8 debt and transparency?

9 MR, BONSALL: | think | nentioned sone, as
10 a matter of fact, in ny list of to-dos at the
11 end of ny presentation. One of themis, as the
12 Senat or brought up, and didn't appear in the
13 hard copy but did appear in the digital copy,
14 succession planning is an issue. The |ack of
15 coordi nation with neighboring utilities, that's
16 an issue.

17 Sure, there are sone other problens and

18 want to get to themas soon as | possibly can.
19 But the big ones -- the drivers are these, in ny
20 estimation. The prioritization and the focus

21 and attention that we were asked to focus on

22 when we got here are these -- are these issues.
23 SENATOR MASSEY: And | want to tal k about
24 this alittle bit nore, but it seens to ne that
25 there's a lot of focus on the V.C. Summer debt,
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and | think that nmakes sense. From ny
perspective as sonebody who spent way too nuch
of his life dealing with this over the | ast
couple of years, V.C. Summer gave us a reason to
| ook under the hood. But when we | ooked under

t he hood, the problens were nmuch nore extensive
than V.C. Sumrer.

And it seens to ne that an effective reform
plan is going to have to address nore than just
those things. So I'd like to talk about that a
little bit, if you can.

MR. BONSALL: Can | ask -- can | nention
sonet hi ng?

SENATOR MASSEY: Absol utely.

MR. BONSALL: | think I recogni ze that
there are other issues here, and | woul d point
you to the org chart that | prepared. | did
reor gani ze the conpany.

CHAl RVAN LEATHERMAN: M. Bonsal |, speak
up.

MR, BONSALL: And one of the fundanent al
I ssues -- you can view these as being V.C.
Summer 2, 3 debt and mtigation an accunul ati on
of issues. [It's not just the debt. These are

the results. It's an accumul ati on of i ssues.
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And one of the -- what needed to be inproved
upon and it's reflected in that org chart is a
vastly greater enphasis on planning. And I
brought the best planner in the United States
with ne to address that issue.

So I think | understand where you're going,
but | don't view these as being it's just the
debt. It's the things that |ed up to the debt
and addressing a conprehensive solution to
that --

SENATOR MASSEY: You do not view this page
as an exclusive list of issues that
Sant ee Cooper needs to address?

MR, BONSALL: That's correct. | don't.
And | think | proposed --

SENATOR CAMPBELL: And | wanted to nake
sure that you and I were on the sanme page with
t hat .

MR, BONSALL: Ckay.

SENATOR MASSEY: | understand we nmay have
sone di sagreenents about what all should be on
the page, but you acknow edge that the issues
that needed to be addressed.

MR. BONSALL: Are deeper.

SENATOR MASSEY: |If the General Assenbly
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1 were to decide to retain Santee Cooper, the

2 I ssues that Santee Cooper has to address, maybe
3 in conjunction with the legislature, are nore

4 than just these two things that are on this

5 page.

6 MR. BONSALL: These are synptons of bigger
7 problenms. Big synptons. Admttedly, the other
8 change on the org chart, by the way, is custoner
9 focus.

10 SENATOR MASSEY: And | want to tal k about
11 the org chart in alittle bit too. | think that
12 gets along to sone of the things Senator Davis
13 was tal ki ng about.

14 Before | get there, let's talk about this a
15 little bit nore. Wlat is -- you nay need sone
16 help on this, you may know it off the top of

17 your head, what is Santee Cooper's total debt

18 ri ght now?

19 MR. BONSALL: $6.8 billion.
20 SENATOR MASSEY: How nmuch of that is Sunmer
21 ver sus non- Sunmer ?
22 MR, BONSALL: | think 3.6 is Summer and the
23 rest i s non-Sunmer.
24 SENATOR MASSEY: 3.6 roughly Sunmer, 3.2
25 roughly non- Sunmer ?
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1 MR, BONSALL: Yes.

2 SENATOR MASSEY: What is that 6.8 as a

3 percentage of capitalization?

4 MR, BONSALL: |I'mgoing to ask for sone

5 help here. | think it's in the nei ghborhood of

6 70 percent or so. |Is that about right?

7 SENATOR MASSEY: | didn't hear, I'msorry.

8 MR. BONSALL: Approximtely 70 percent.

9 SENATOR MASSEY: Approximately 70 percent.
10 Which is a big inprovenent. | think we were up
11 around 80 at one point.

12 MR, BONSALL: [|'m sure.

13 SENATOR MASSEY: So that's a vast

14 I nprovenent .

15 Al right. The presentation that you

16 provi ded yesterday touted an aggressive debt

17 repaynent plan. Can you wal k ne through that a
18 little bit nore? Wat's the plan there? Howis
19 that going to work?

20 MR, BONSALL: First, the -- to your point,
21 Sant ee Cooper had a highly inefficient resource
22 pl an going forward. It hadn't changed it. It
23 was the one that was considered in the |ICF

24 process. There were obvi ous ways to inprove

25 upon that.
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So when Charlie and | got here, that's the
first thing we did was address that issue and
optim ze, take costs out, reduce costs on the
resource plan. It's the biggest form of savings
that you can generate. And that generated the
$4 billion that you see here. W do think
taki ng other steps --

SENATOR MASSEY: That's saving $4 billion
in conparison to the --

MR, BONSALL: The | CF case.

SENATOR MASSEY: -- the | CF case.

MR, BONSALL: |If gross expenditure, O&M and
capital, in the ICF case and in this case, you
get a $4 billion nom nal difference. Wich is
huge. Then the question is, what do you do?

SENATOR MASSEY: Wi ch kind of rem nds ne
-- candidly, that kind of rem nds ne of when ny
wi fe goes shopping and she tells ne how nuch
nmoney | saved because of sales. Things were
mar ked up before they had the sal es.

| agree wth you, that was never a
legitimate -- the I CF things was never a
legitimate standard. So | don't even like
conparing things to that.

| appreciate that you and M. Duckworth
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1 came in and understood that. [|'mextrenely

2 concerned that it took you and M. Duckworth

3 comng in in order to realize that. But |

4 under st and where you're goi ng.

5 So tell nme how -- walk nme through the

6 aggr essi ve repaynent debt plan.

7 MR. BONSALL: (Qbviously, there was a --

8 there was an existing principal anortization

9 schedul e and through generation of those

10 i ncrenental savings, however you want to call
11 it, or reduction in future expenses, whether

12 that was a good forecast or not a good forecast,
13 that generates relative to that the increnenta
14 ability to pay down nore debt. And so we

15 devel oped a plan to do exactly that going

16 forward, and you see it reflected here.

17 So, | nmean, that's how it operates. |It's
18 kind of like The Little Engine that Could. Once
19 you get it over the top of the nountain, it
20 begins to build on itself. And paying off debt
21 early generates increnental savings, which
22 all ows you to pay nore debt off.
23 Now, we have the authors of this chart on
24 the debt side in the room if you would like to
25 ask them sone questions about the particul ars.
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1 SENATOR MASSEY: Well, I'm-- | don't know
2 that | need -- | guess what you're saying is the
3 debt repaynent plan is aggressive because you're
4 going to pay nore down earlier which then frees
5 up nore cash to pay even nore |ater?

6 MR, BONSALL: | think relatively speaking,
7 it's aggressive as well because it gets the

8 institution to debt ratio levels that are

9 nore -- or better, if you want to put it that

10 way, than post public power entities.

11 SENATOR MASSEY: You said it's around 70.
12 Where should it be?

13 MR. BONSALL: The power is generally in the
14 nei ghbor hood of 70 -- 60 to 70 percent. At SRP,
15 | can tell you that we had our debt ratio at

16 about 40 percent. So we were generating a | ot
17 nore cash internally and create nuch nore

18 flexibility and nuch nore ability to save noney.
19 | tend to prefer a debt ratio that's | ower
20 because it provides greater flexibility and is
21 nore noderate on the base price increases to

22 elimnate the need for base price increases.

23 But it's a judgnment call.

24 SENATOR MASSEY: So do you anticipate

25 Sant ee Cooper having to take on additional debt
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goi ng forward?

MR. BONSALL: There is additional debt
assuned in this chart. This is a net reduction
chart, so it does add additional debt for new
assets.

SENATOR MASSEY: How nuch?

MR, BONSALL: I1'mgoing to need to turn to
staff. We'Il get you the year-by-year
conpari son, yeah. But the point is it's net.
Some new debt is added and nore old debt is
subtracted, that's why aggregate debt goes down.
But there is sonme new debt given new assets.

SENATOR MASSEY: So there's been a good bit
of conversation when Wnyah and the power supply
pl an included retiring Wnyah. And we talked
about that sone in tw different stages, 23 and
27. WIIl Santee Cooper need to borrow
addi tional noney to acconplish that retirenment?

MR. BONSALL: Not to acconplish the
retirement. Potentially, to acconplish the
purchase of the arrow derivative turbines to be
added t here.

s that true?

M5. WLLIAMS: Yes, for environnenta

control s.
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1 SENATOR MASSEY: All right. So there are

2 expenses associated with retiring Wnyah, right?
3 MR. BONSALL: Yeah.

4 SENATOR MASSEY: How does Sant ee Cooper pay
5 for those things w thout borrow ng the noney?

6 MR. BONSALL: Let nme ask our financia

7 planner. | don't think -- anyway. Let her

8 answer .

9 M5. WLLIAVMS: Senator Massey, sone of

10 those are realizing the savings that Mark was

11 tal king about earlier, savings that we'd be

12 generating fromthe plan. Another conponent of
13 the debt reduction are a decreasing interest

14 rate environnent. So we're able to -- when

15 bonds can be called, we call the bonds,

16 refinance themat a |lower rate. W' re not

17 pushi ng out paynent schedule. W're actually

18 bringing it in. So we're realizing savings in
19 the market as well.
20 SENATOR MASSEY: Ckay. |Is Santee Cooper
21 actively regularly refinanci ng bonds?
22 M5. WLLIAVS: W have for many years done
23 that. W are not currently refinancing bonds
24 because as you heard sone of the discussions, we
25 were asked not to do that as part of this
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1 process. W did one refinancing at the end of
2 | ast year that we worked with the DOA so they

3 could get confortable wth.

4 SENATOR MASSEY: Yeah. | nean, | would

5 hope we're going to take a | ook at the master

6 covenants before we start refinancing a whole

7 | ot nore.

8 But in any event, | guess ny question that
9 brought you up was, is there going to be debt
10 associated with retiring Wnyah?

11 M5. WLLIAMS: W are not -- no. |It's hard
12 to answer. W have needs and we have debt and
13 we have a variety of capital costs that have to
14 be incurred, right. So it's hard to say we're
15 borrowing for this but not for that.

16 The capital cost that we see going forward,
17 for the nost part, are the arrow derivatives

18 that Mark tal ked about in the near term and we
19 are also dealing wwth our ash ponds. W are

20 excavating, building landfills to take care of
21 those ash ponds in an environnentally friendly
22 way .

23 We al so have a FERC |license that we think
24 we're about to get. And there will be

25 expenditures that we need to nmake over a period

EveryWord, Inc. Court Reporting Page: 107 www.EveryWordInc.com



Senate Finance Meeting

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

of tinme to conply with that FERC |icense. And
there, again, nostly for environnmental reasons,
fish passage and ot her things.

SENATOR MASSEY: What is the estinmated cost
of retiring Wnyah?

MR, DUCKWORTH: The decomm ssi oni ng costs?

MR, BONSALL: Yes.

MR, DUCKWORTH: About $30 million is the
estimate.

SENATOR MASSEY: That's all? Just 30
mllion to shut it down?

MR, DUCKWORTH: That's the estimte, yes,

Sir

SENATOR MASSEY:  Ckay.

MR, BONSALL: And that is built into our
forecast.

SENATOR MASSEY: That's built into the
forecast?

MR, BONSALL: Yes.

SENATOR MASSEY: And really what | was
getting at there is the proposal, as relayed to
us by the departnent of admnistrations refer to
securitization. But there was no nention of
securitization in the presentation yesterday.

So I'"'mcurious if you are relying on
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1 securitization sonmewhere?

2 MR. BONSALL: W are not. W recognize

3 that it's a possibility. W did not put it into
4 this plan because the savings for an entity such
5 as Santee Cooper is not very nuch.

6 SENATOR MASSEY: | understand it's

7 different for you than it would be for an | QU.

8 MR. BONSALL: So there mght be a tick

9 worth of savings. |[It's not that we're rejecting
10 it, but we did not include it because the

11 increnental benefit is pretty small for us in

12 the order of a few basis points. And so ...

13 SENATOR MASSEY: All right. So let's talk
14 about in addition to retiring Wnyah, you're

15 tal ki ng about sone additional investnents for

16 addi ti onal generation, right?

17 MR, BONSALL: Yes.

18 SENATOR MASSEY: And do you antici pate that
19 Sant ee Cooper is going to have to issue bonds in
20 order to pay for those things?
21 MR. BONSALL: | think there probably woul d
22 be sone debt that was issued for the gas plant
23 devel opnent because the gas plant devel opnent is
24 not small. Again, | would have to turn to ny
25 financial experts, but ny expectation would be
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1 that, yes, there would be sone debt that was

2 issued in that tine frame because of those

3 capital expenditures.

4 SENATOR MASSEY: |'m having a hard tine

5 finding that slide. One of the slides

6 referenced $547 mllion in capital expenditures.
7 MR. BONSALL: For generation.

8 SENATOR CAMPBELL: Is the anticipation that
9 you -- you woul d have to borrow $547 mllion for
10 t hat ?

11 MR. BONSALL: No. The anticipation is that
12 we woul d have to borrow sone portion of that.

13 SENATOR MASSEY: Al right. If

14 Sant ee Cooper did not have the statutory

15 protections of the full faith and credit of

16 South Carolina behind it, would you be able to
17 borrow nore noney?

18 MR, BONSALL: [If we didn't have that?

19 SENATOR MASSEY:  Yes.
20 MR, BONSALL: M understanding is that
21 Santee Cooper's debt is not, in fact, backed by
22 the state of South Carolina.
23 SENATOR MASSEY: Well, | understand --
24 yeah, | hear people keep saying that. But the
25 reality is if Santee Cooper were not -- if
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Sant ee Cooper were in a default position, it's
going to affect all the rest of us.

MR, BONSALL: | think that's absolutely
true, yes. | understand that.

SENATOR MASSEY: There's no way, then, that
the state could all ow Sant ee Cooper to default.
So while there may be sone | anguage to the
effect of we're not backing the bonds, there's
no way the state could allow Santee Cooper to
fail.

So it's effectively the sanme thing, isn't
it? Isn't it? | nmean, everybody knows -- and
the market knows that too. The market knows
that the state is not going to allow
Sant ee Cooper to fail.

MR, BONSALL: | don't think necessarily the
mar ket does know that. | think the market
understands that this is not, in fact, backed by
the state of South Carolina. And at the point
that there would be a default of sone sort,
there woul d be a choice on behal f of
South Carolina as to whether to step up and nmake
good or not. You have clearly seen other
I nstances where you m ght assert that sane noral

obligation and it has not been adhered to.
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SENATOR MASSEY: I n South Carolina?

MR, BONSALL: No, not in South Carolina.
In other situations. Take a |ook at Puerto
Ri co, for instance.

CHAl RVAN LEATHERMAN:  May | interrupt on
that for a nonment?

SENATOR MASSEY: Yes, sir, M. Chairman.

CHAI RVAN LEATHERMAN: | f the markets hadn't
heard that, they've been asleep. W've seen for
over a year they will never default on the
market. We cannot afford to. So you say they
don't know that. |If they don't, you they are
asl eep or they can't hear.

SENATOR MASSEY: It would affect -- nost
likely it would affect nost every nunicipality,
county, school district, everybody else. But in
any event, |I'll nove on a little bit.

The power plan does include a new gas pl ant
in | think you said in Pee Dee; is that right?

MR. BONSALL: Pee Dee is the preferred
site. There are backup sites. | could ask
M. Duckworth to cone up here, if you would
l'i ke.

SENATOR MASSEY: How did Santee Cooper

choose that site?

EveryWord, Inc. Court Reporting Page: 112 www.EveryWordInc.com



Senate Finance Meeting

1 MR, BONSALL: Can | ask M. Duckworth to

2 cone up and answer that question? Charlie.

3 MR, DUCKWORTH: Senator, this was a process

4 where we | ooked at the basic factors that drive

5 econom cs in choosing a next resource option.

6 So you would | ook at what the resource itself

7 woul d cost, what would it cost to build this

8 resource.

9 You woul d | ook at the transm ssion changes
10 necessary to put the resource at Pee Dee or one
11 of the backup sites that M. Bonsall talked
12 about. And you | ook at the gas transportation
13 requi rements and the costs associated with
14 getting the fuel to that site.

15 We | ooked at hundreds of different options
16 and in conparing those, and the Pee Dee site,
17 with the Atlantic Coast pipeline, was the

18 preferred alternative. The |owest cost

19 alternatives.

20 But as | tal ked about yesterday, there is a
21 backup option. It's close to that sane cost.
22 It's in the Fairfield area. So there are other
23 options, but that's how --

24 SENATOR MASSEY: So the plan would be for
25 that plant to cone online around 20277
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1 MR, DUCKWORTH: That's correct. Wen the

2 second portion of Wnyah is retired.

3 SENATOR MASSEY: And that nmeans it is

4 dependent upon the Atlantic Coast pipeline being
5 at least to that |ocation before 20277

6 MR, DUCKWORTH: You woul d have to extend

7 the pipeline to that |ocation and that is

8 sonet hing that we would have to nonitor and we

9 would turn to the backup plan if that was

10 necessary, yes, sir.

11 SENATOR MASSEY: So if Atlantic Coast

12 pipeline is not to that |ocation by then, you're
13 going to have to |l ook at the alternative?

14 MR, DUCKWORTH: We woul d need to have the
15 Atl antic Coast pipeline cone in and have a

16 |ateral built to that |ocation, yes, sir.

17 SENATOR MASSEY: So if we have to go to the
18 alternative, does that have a material effect on
19 the projections?
20 MR, DUCKWORTH: It is not a materi al
21 effect. It's less than 10 percent increase in
22 the cost of -- the overall cost, not just the
23 plant itself. But all those things I talked
24 about .
25 SENATOR MASSEY: kay. Gkay. I|I'mat a
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1 good spot then. That's fine. [I'Il wait until

2 round three.

3 CHAI RVAN LEATHERMAN:  You wi I | have round
4 three, four, and five.

5 SENATOR MASSEY: Thank you

6 CHAl RVAN LEATHERMAN: I f | may just,

7 M. Bonsall. M. Davis asked a question, |

8 think it was sone things that you all maybe want
9 to do, will do, think about doing. The answer |
10 heard was you're not far enough down the road
11 yet. D d | hear that correctly?

12 MR, BONSALL: As to what in particular?

13 CHAI RVAN LEATHERMAN:.  \What ever his

14 guestions were.

15 MR, BONSALL: W were tal ki ng about how --
16 the hows of establishing kind of the rules.

17 Rem nd ne.

18 SENATOR DAVIS: | think it was in regard to
19 sonething parallel to what we do with that 62
20 with I QUs, what would we be able to do on this
21 side to provide the sane degree of assurances, |
22 think was the question. There wasn't yet neat
23 on the bone, but there was a willingness to put
24 meat on the bone, | think.

25 MR, BONSALL: Yes.
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1 CHAI RVAN LEATHERMAN:  So that's your

2 answer? You're not far enough down the road?

3 MR, BONSALL: M answer is it's our

4 intention to go down that road, and as soon as

5 we can, we will. But we're not there now.

6 CHAI RVAN LEATHERMAN:  Thank you, sir.

7 MR. BONSALL: You're wel cone.

8 CHAl RVAN LEATHERMAN:  How many of the

9 reorgani zation, restructuring plans have you

10 devel oped to bring to us?

11 MR. BONSALL: Only the one thus far, and

12 that's the brand-new chart. W just inplenented
13 that two or three weeks ago. It's in the reform
14 pl an.

15 CHAI RVAN LEATHERMAN:  WAs t here one before?
16 MR. BONSALL: There was a short one. An

17 interim | made sone steps when | first got

18 there to shrink the CEO staff, but they were not
19 permanent. They were interimchanges. So | did
20 that. Operated on that basis in order to focus
21 on devel oping the reform pl an.
22 And once we got the reform plan devel oped,
23 it was ready to inplenent, in fact, a permanent
24 organi zation structure change, which you woul d
25 have seen pi ctured.
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1 CHAI RVAN LEATHERMAN:  When wi I | you

2 finalize your plan?

3 MR. BONSALL: Cone again, sir.

4 CHAI RVAN LEATHERMAN:  When are you going to
5 finalize your reorgani zation plan?

6 MR, BONSALL: It is -- 1 wll showit to

7 you.

8 CHAI RVAN LEATHERMAN:  What's before us,

9 that's your final one?

10 MR. BONSALL: This is the one that | put in
11 pl ace today.

12 CHAI RVAN LEATHERMAN: I's that your fina

13 one?

14 MR, BONSALL: It may not be, no.

15 CHAI RVAN LEATHERMAN: When are you going to
16 finalize it?

17 MR, BONSALL: This is finalized for now

18 It may change in the future given whatever

19 strategic initiatives that Santee Cooper faces
20 in the future.
21 | believe this structure gives us the best
22 organi zation to pursue the inplenentation of the
23 reformplan that you have before you. But there
24 may be new needs in the future and different,
25 and that calls for a different organizati onal
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1 enphasi s.

2 So | don't think there is any perfect

3 organi zation structure or permanent organi zation
4 structure. | think you structure organizations
5 to acconplish purposes, and that those

6 structures can thus change when your purposes

7 change.

8 CHAl RVAN LEATHERMAN:  So you under st and

9 that we're considering three different things,
10 right?

11 MR, BONSALL: | do.

12 CHAl RVAN LEATHERVAN:  And we wi |l nake a
13 deci sion. You understand that?

14 MR. BONSALL: | do. Yes, | do understand
15 t hat .

16 CHAl RVAN LEATHERMAN:  Are you telling ne
17 t hat what you have before us is what you want us
18 to consider?

19 MR, BONSALL: Yes, it is.
20 CHAI RVAN LEATHERMAN:  Not hi ng el se?
21 MR, BONSALL: [It's a pretty conprehensive
22 proposal. But if you have any questions about
23 it, I wll be happy to answer it.
24 CHAl RVAN LEATHERVMAN: Do you want us to
25 consi der anything el se before voting?
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1 MR. BONSALL: Renenber this is a proposa

2 to the General Assenbly, and it can be done

3 differently. |If you have different instructions
4 to us, we work for you, tell us and we'll get

5 t hat done.

6 CHAl RVAN LEATHERMAN: My instruction to

7 you, sir, is if you want us to consider --

8 what ever you want us to consider, that's your

9 choi ce, not ours, you best be getting it to us.
10 MR, BONSALL: GCkay. It is in front of you
11 CHAI RVAN LEATHERMAN:  That's what you want
12 us to consider?

13 MR. BONSALL: The reform pl an.

14 CHAl RVAN LEATHERMAN:  Not hing el se? You're
15 not going to spin another one?

16 MR. BONSALL: An organization structure?
17 CHAI RVAN LEATHERVAN:  Right. Restructure.
18 MR, BONSALL: No. We submtted the reform
19 plan on tinme and in conpliance on January 3rd.
20 It's conplete, and we stand by it.
21 CHAI RVAN LEATHERMAN: My question: Is that
22 the final plan you want us to consider?
23 MR, BONSALL: Yes, it is.
24 CHAl RVAN LEATHERMAN:  Thank you, sir.
25 You nmentioned a list of to-do. Wre you
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1 finished wwth that |ist of to-do, or do you have
2 nore things to do there?

3 MR. BONSALL: These are notes. This is the
4 chart. Be responsive to your guidance, nunber

5 one. Lock in natural gas and power pricing so

6 we can secure the benefits to our custoners

7 going forward that are projected in this reform
8 pl an, in which we had been unable to do as a

9 result of the restrictions in the DOA process.
10 Understood restrictions but we want to get to

11 them as soon as we can.

12 Qoviously, coordinate with Central. W

13 have been unable to conduct discussions with

14 Central to the degree that we would like to as a
15 result of the restrictions in the DOA process.
16 But we know we need to do that, and that rises
17 to the top of ny focus going forward.

18 Wrk with state regulators -- to your

19 guestion, Senator, to define the working

20 relationships. Howis this actually going to

21 wor k? \What is described in here, the how

22 isn'"t -- that's a nutual conversation that we

23 need to have with those people.

24 Launch I RP group and process. W're

25 suggesting -- the resource plan we're suggesting
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1 the IRP principles. W imediately want to

2 subj ect those to external review by stakehol ders
3 SO we gain nore consensus about what

4 Santee Cooper wll, in fact, be doing in the

5 future.

6 Initiate Wnyah redepl oynent plan. |[|ssue

7 initial solar RFP. Get the ball rolling on that
8 devel opnent. And the depth assessnent and

9 succession planning effort, which I know we need
10 to get to as soon as possible.

11 As | understand it, there were sone

12 succession planning efforts in place at

13 Sant ee Cooper previously, but it was a little

14 while back and | think it kind of got lost in

15 the shuffle. | want to rejuvenate those

16 efforts. | know how i nportant that is.

17 This is the list that |I'm suggesting to you
18 | wll focus on, but I'malso asking you because
19 it's the nature of the discussion, if you have
20 ot her things you want ne to focus on, tell ne
21 and | will.
22 CHAl RVAN LEATHERMAN:  No, sir. You're
23 providing that. W're not.
24 MR, BONSALL: Yes, | did provide this. |I'm
25 just asking if you have any ot her suggesti ons,
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we'd love to do it.

CHAl RVAN LEATHERMAN: My question on the
comments are: Can you do any of those to-do
things and still conply with the resol ution?
The DOA requirenents?

MR, BONSALL: Yes, | believe that we can.

CHAI RVAN LEATHERMAN:  When can we expect
t hose?

MR. BONSALL: These are going forward,
suggestions, after you all nmake your deci sion,
what ever your decision is going to be.

CHAI RVAN LEATHERMVAN:  What |' m sayi ng,
what ever you furnish us probably will help us
make the decision we're going to nmake, so when
can we expect it?

MR. BONSALL: Well, these are, in fact, ny
intentions. W cannot, sir, lock in natural
gas. We've been told not to do that. |[|'mjust
telling you that ny intention is to do exactly
that as soon as we have the ability to do that.
| can't do sonething |I'mbeing told by the DOA
not to do, and I'mnot arguing wth them |
can't.

CHAI RVAN LEATHERMAN:  Can you give ne a

list of things that the DOA says you cannot do?
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1 MR. BONSALL: | can give you a general

2 description. Let's go back to the conversation
3 frankly we had yesterday. So we worked with the
4 DOA on refinancing. W were able to work out

5 the kinks in the process. Their concern was a
6 classic or a traditional refinancing would

7 create call protection for new bonds, which it

8 woul d. | understand that would create a new

9 ltability out there in the future for sonebody
10 that would have to buy that liability, if they,
11 in fact, buy Santee Cooper. They didn't want

12 that to happen, so we figured out another way to
13 conduct the refinancing. So we did that.

14 This one in particular, if that is true,

15 you can lock in natural gas grices wth hedges
16 or financial instruments that are avail able

17 today. You can do that. But if you enter into
18 t hose, whoever buys you is going to have to

19 assunme those positions. And they didn't want
20 that to happen, and | understand why. So we
21 didn't do that.
22 CHAl RVAN LEATHERMAN: Let nme follow that --
23 MR. RAY: Senator, if | may.
24 CHAI RVAN LEATHERMAN:  No. No. No. |
25 hope you understand that what we're | ooking at
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1 is onthat is three options, and that's to sel

2 Sant ee Cooper or they have to be reorganized.

3 Do you understand that?

4 MR, BONSALL: | do.

5 CHAI RVAN LEATHERMAN:  So if you want to

6 keep your entity in place, it seens to ne you

7 ought to be trying to sell us on that entity.

8 And to sell us, we've got to have nore detail on
9 the to-do list. Make sense to you or not?

10 MR, BONSALL: What would you like to see?
11 CHAl RVAN LEATHERVMAN: | want to see your

12 final cost. Wen are you going to do your to-do
13 list?

14 MR, BONSALL: This is a start on the to-do
15 list.

16 CHAl RVAN LEATHERMAN: | ain't tal king about
17 start. Wen are you going to do your to-do

18 list?

19 MR, BONSALL: What I'mtrying to illustrate
20 by this chart is what ny focus woul d be going
21 forward, assum ng that you, in fact, approve the
22 Sant ee Cooper Reform Pl an.
23 We had a neeting with the | eadership of the
24 Ceneral Assenbly a week ago, two weeks ago,
25 sonething like that, and they wanted our
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assurance that we would not be doi ng anyt hi ng
for -- throughout the conpletion of the Act 95
process that would, in fact, create |long-term
obligations, new liabilities, et cetera, et
cetera. And we assured themthat we woul d not
do that.

So we're operating under that prom se, that
direction. But there are sone of these kinds of
things that as soon as we can operate nore
freely, I"'mtrying to tell you |l would intend to
do that because | think there are savings
available in all these initiatives.

Sois this alist of those initiatives
envi sioni ng every single objective that anybody
i n Santee Cooper could create? No, it doesn't.
But | think they're the biggest ones that you
shoul d expect the executive body of
Sant ee Cooper to focus on. And | | ook forward
to the opportunity to do that.

CHAI RVAN LEATHERMAN:  Sir, we appreciate
that, but I'mjust an old country boy --

MR, BONSALL: As am|.

CHAI RVAN LEATHERVAN: -- trying to get by.
Back on the farmthere's a say, we don't buy

pigs in pokes. | don't want know what's your
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1 proposal right now. | know I'mslow Everybody
2 tells me I"'mslow. But ny thought is if you

3 wanted to try to sell us on Santee Cooper to

4 continue to exist, | have an open m nd,

5 absolutely an open mnd, it's tinme for you al
6 to start telling us what you think you can do,
7 see if you can sell us on that idea, give us a
8 pl an. Does that nakes sense?

9 MR, BONSALL: | understand you. Yes.

10 CHAl RVAN LEATHERMAN: M ke, who's next?
11 MR SHEALY: Up next is Senator Canpbell.
12 SENATOR CAMPBELL: | guess it's stil

13 nmor ni ng, barely. Good norning.

14 MR, BONSALL: Good nor ni ng.

15 SENATOR CAMPBELL: Thanks for being here.
16 MR. BONSALL: You bet.

17 SENATOR CAMPBELL: We still have a few

18 mnutes to go on the norning. | have a couple
19 of follow up questions.

20 The first one, when we tal k about W nyah,
21 can you give ne the status of the gypsum

22 contract? | know that's been playing heavily on
23 operati ng Wnyah because you had to deal wth
24 the gypsumthere at the U S. Gypsumfacility.
25 Where do you stand on that project?
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MR. BONSALL: Let ne ask ny Lady of the
Lakes, who is also our lady of environnental
managenent and manages that very contract, to
address that issue.

M5. WLLIAVS: Senator Canpbell, that
contract remains in place. As |I've testified
before, it is a long-termcontract, and we
continue to service our obligations under it.

Wth the closure of Wnyah, Wnyah is not
producing significant -- it's insignificant the
anount of gypsum produced at Wnyah. The
primary source of our proposed gypsumis at
Cross, and we're bringing that in.

SENATOR CAMPBELL: By truck?

M5. WLLIAMS: By truck. The closure of
W nyah does not inpact our performance under
that contract.

SENATOR CAMPBELL: The second question is
on the backup slide -- this is for M. Bonsall.

M5. WLLIAMS: Ckay.

SENATOR CAMPBELL: The backup slide nunber
2, where you showed the Sant ee Cooper's demand
and supply comng in balance, | think it |ooks
like it's about 23 or sonething |like that.

MR. BONSALL: Right. The backup slide or
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1 the regular slide?

2 SENATOR CAMPBELL: Backup slide. W had

3 the two slides together.

4 MR. BONSALL: Yeah, but we're going to have
5 to get sone tech support here. Sorry for the

6 del ay.

7 This chart?

8 SENATOR CAMPBELL: Yes, sir. The question
9 |"ve got on that one is it looks to ne like --
10 and you bring it into balance pretty quickly

11 there, and so demand and supply is in place.

12 Next Era seens to be above there, and they don't
13 cone into balance until sonetine |ater.

14 But they were tal king about cl osing, at

15 | east partially, the Cross plant. Wuld that
16 not bring them back into demand and supply?

17 MR, BONSALL: It clearly is going to nove
18 their red line back towards the blue Iine. And
19 | think I nmentioned earlier today that, you
20 know, if you do this, you' re going to be al ong
21 for 20 years. | can't see them being along for
22 20 years nore than likely. They'll take sone
23 steps to --
24 SENATOR CAMPBELL: | think both of them are
25 good. | like the fact that no capital is being
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1 spent in adding capacity. But if they don't add
2 capacity, they would -- | guess it |ooks to ne
3 like, and I don't know this to be a fact, |

4 never talked to them actually about this, they
5 woul d take off the higher generation | anguage.

6 | think M. Duckworth said yesterday he

7 gave us roughly the cost of generating power at
8 Cross fromthe two newer units. The two ol der

9 units, which are 600 negawatts at |east, |

10 bel i eve, they woul d cl ose one or both of those.
11 MR, BONSALL: And that would be a natural
12 priority. Yes, it would.

13 SENATOR CAMPBELL: | just wanted to conpare
14 the two phil osophies, | guess either one. But
15 they're al so tal king about spending 2.3 billion,
16 | think, in capital

17 MR. BONSALL: The differences here --

18 SENATOR CAMPBELL: Differences in

19 phi | osophi es.
20 MR. BONSALL: Like Cap X, no cap X
21 SENATOR CAMPBELL: Cap X and no cap X, yes,
22 sir.
23 |s there a preference? | know yours iS no
24 cap X. |Is there one or the other that m ght be
25 better? | don't know. | don't know the answer
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1 toit. I'mtrying to conpare the deals we have
2 on the table.

3 MR. BONSALL: You have a stark choice, sir,
4 and there are different philosophies. [|'m not

5 saying one is necessarily better than the other,
6 but nmy experience tells ne value risk

7 managenent, val ue optionality, and the

8 opportunity to avail yourself of new

9 t echnol ogi es.

10 And so do | have a preference? Sure, | do.
11 You see those statenents -- those val ues

12 represented in the Santee Cooper Reform Pl an,

13 but it's not -- | guess | think | said this

14 norni ng, the other one, could it turn out to be
15 good 20 years fromnow? |t m ght.

16 SENATOR CAMPBELL: If we could see the

17 future, we could make a | ot of good deci sions.
18 MR, BONSALL: Very true.

19 SENATOR CAMPBELL: The other one | wanted
20 to add to you is on the demand si de managenent,
21 | think that's fabulous. It puts the consuner
22 nore in charge.
23 Berkel ey Electric actually has had one in
24 pl ace for three or four years. |In fact, it's on
25 ny tel ephone. | can usually follow ny rates on
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1 an hour-to-hour basis. It's alnost |ike power

2 by the hour. They've got a good system

3 They' ve been working on it for a while.

4 It does put -- people can blane the cost of
5 power cost as much as they want, but if you give
6 them a nechanismto control --

7 MR. BONSALL: To control it. Act in their
8 own econom c --

9 SENATOR CAMPBELL: -- your econom c best

10 interest. Yes, sir. Thank you, sir.

11 MR, SHEALY: M. Chairman, is there any

12 menber of round two?

13 Round three, first up would be accident

14 Senat or Al exander.

15 SENATOR ALEXANDER: Just one question, and
16 ' mnot sure -- soneone nade the statenent

17 earlier this norning, it was after ny tine, that
18 was tal ki ng about the Dom nion proposal and said
19 that under no circunstances would M. Keller

20 Ki ssam be at Sant ee Cooper. W0 nade that

21 st at enent ?

22 MR, BONSALL: That was Chairnman Dan.

23 SENATOR ALEXANDER: | would like for him--
24 |'d like to know under -- who did you talk to
25 directly at Dom nion that gave you that
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1 i nformation?

2 MR, RAY: | don't have that persona

3 information. They have not presented their

4 list, as | understand it, of perspective

5 enpl oyees. | would just suggest that naybe

6 that's an appropriate question to ask them who
7 their three enpl oyees woul d be.

8 SENATOR CAMPBELL: It's a mninum of three.
9 SENATOR ALEXANDER: | think you --

10 understood you to say it was a done deal, that
11 he woul d not be there.

12 MR. RAY: No, sir. Wuat -- that was ny

13 per sonal opi nion.

14 SENATOR ALEXANDER: \What are you basing

15 that first opinion on?

16 MR, RAY: | see himas a vital resource to
17 Dom ni on running South Carolina for themand it
18 woul d be ny opinion that he's too val uable for
19 themto release to the nmanagenent agreenent.

20 But | could be conpletely wong.

21 SENATOR ALEXANDER: You don't think that
22 managi ng Sant ee Cooper, being involved in that
23 woul d be part of a vital resource to the state
24 of South Carolina?

25 MR. RAY: | think Santee Cooper would | ove
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1 to have M. Keller Kissambe part of the

2 managenent team as an enpl oyee of Santee Cooper
3 We woul d | ove that.

4 SENATOR ALEXANDER: | just was trying to
5 figure out under what basis you nmade t hat

6 st at enent .

7 MR, RAY: [It's ny personal opinion only.

8 SENATOR ALEXANDER: It didn't cone across
9 that way earlier, like it was a defined,

10 definite thing that you were speaki ng on behal f
11 of Dom ni on.

12 MR, RAY: No, sir. That was just ny

13 personal opinion, and | apologize if | cane

14 across i nproperly.

15 SENATOR ALEXANDER: That's not necessarily
16 i nproperly, but it's just the fact it was

17 represented to us that that was the case, that
18 shoul d i nfluence our decision on what we do

19 based on that comment.
20 MR. RAY: Fair comment, sir.
21 SENATOR SETZLER: | have to be qui ck.
22 have a neeting in ny office at 12:00 | have to
23 be in. If we could get Ms. WIIlians back real
24 qgui ck, please.
25 Ms. WIlians, when we were tal king about
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1 the val ue of the property you had, | didn't

2 think to ask you about VC 1. 1Is VC 1 listed on
3 your financial statenment at |ike $200 mllion?
4 M5. WLLIAMS: | don't know the tota

5 anount. We could get that for you. CQur

6 controller was here earlier

7 SENATOR SETZLER: It is listed in the back
8 what it costs you to build m nus depreciation?
9 M5. WLLIAMS: That's what it shoul d be.
10 But now, the real property doesn't appreciate.
11 SENATOR SETZLER: | understand that. But,
12 in fact, at VC 1, you have 300 negawatts of

13 capacity, correct?

14 MS. WLLIAMS: Correct.

15 SENATOR SETZLER: And on the market, if

16 sonebody went to buy that facility, it's worth a
17 whol e ot nore than $219 million. Probably

18 closer to 3- to $6 mllion, correct?

19 M5. WLLIAMS: It's worth nore than is on
20 our book, yes, sir.
21 SENATOR SETZLER  Substantially nore.
22 M5. WLLIAVS: Substantially nore.
23 SENATOR SETZLER: In the billions nore.
24 M5. WLLIAMS: | will look to our resource
25 plan -- do you have a thought? How nuch a
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one-third interest in V.C. Sunmer?

MR, DUCKWORTH: It is, Senator, worth nore
on the market. The issue would be whether the
buyer could get that resource to the
transm ssion systemto their need. So it
would -- the value that they would be willing to
pay woul d vary depending on that transm ssion
systemand what it wll take to get there.

s that responsive, sir?

SENATOR SETZLER  Yes, sir. But the point
is, if they can nmake it work, it's a lot nore
val uabl e than what's on your books?

MR, DUCKWORTH: Yes. To sone entities, it
woul d be nore |ike that.

SENATOR SETZLER: M. Chairman, | got a
guestion for M. Baxley. WlIl, maybe for the
CEO rather than M. Baxley. | want to ask about
the coal ash and any potential liability
relative to the coal ash.

M5. WLLIAVS: 1'll take that.

SENATOR SETZLER  How nuch?

M5. WLLIAMS: So when |'m-- we have --
liability is a terml| think of alittle bit
differently. 1'mgoing to answer your question

directly. W have budgeted -- it's about
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1 $300 millionis -- I'"lIl get the exact figure to
2 you -- to take care of the ash that remains

3 primarily at Jeffries Station and at the W nyah
4 Station.

5 And our plans are to beneficially reuse as
6 much of that ash as possible. W sell it to

7 cenent plants. They use it as a by-product.

8 They can't -- there are a federal regqul ations

9 that dictate how | ong we have to get that ash
10 out of the ponds, and those regul ations are

11 evolving right now, so | don't have a drop-dead
12 deadl i ne for you.

13 SENATOR SETZLER: VWhat |I'minterested inis
14 the liability.

15 M5. WLLIAVMS: $300 million.

16 SENATOR SETZLER  So if sonebody purchases
17 Sant ee Cooper's assets only, that $300 mllion
18 is left with us? That liability.

19 M5. WLLIAMS: M understanding of the
20 NextEra bid is that they would assune that
21 l[tability. But 1'd ask -- that's ny
22 under standi ng, and | would ask that you confirm
23 that. That's the liability to nove the ash from
24 point A to point B.
25 SENATOR SETZLER We will ask that
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1 guesti on.

2 M5. WLLIAVS: | f there were groundwater

3 contam nation, we have no reason to believe that
4 there are any environnental inpacts that would
5 requi re a cl eanup beyond what we know.

6 SENATOR SETZLER  Ckay. Thank you.

7 M. Bonsall.

8 MR, BONSALL: Yes, sir.

9 SENATOR SETZLER | don't want you to

10 violate any confidentiality clause, but did

11 Central negotiate with you relative to your

12 ref orm pl an?

13 MR. BONSALL: Well, they had a -- we had
14 the -- we participated in the discussions as

15 they were schedul ed by the DOA in the tinme

16 peri od between Novenber 25th and January 3rd.

17 So we did have those schedul ed di scussions. |
18 think all bidders did and that they were

19 conducted and overseen by the DOA within that
20 time frame.
21 So to the extent that that's what you nean,
22 we did have those di scusses. W had no ot her
23 di scussi ons, but we had those di scussions as
24 contenpl ated by Act 95.
25 SENATOR SETZLER: Well, the Cook litigation
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is not settled by Santee Cooper -- or Central
doesn't settle with Santee Cooper, then doesn't
that give one of the bidders an advantage
because they've got a settlenent?

MR. BONSALL: Presumably it would, yes.

SENATOR SETZLER  Ckay. And so in order to
have a | evel playing field, it is better for all
concerned and for the state if Cook litigation
is settled prior to this being resolved?

MR. BONSALL: Wthout any question, yes,
sir.

SENATOR SETZLER: |'m not sure how to ask
this question, but --

CHAl RVAN LEATHERMAN: Best way to do it is
just ask it.

SENATOR SETZLER: Well, Central has done an
exceptional job representing their people, and
the co-op is doing an exceptional job. But
doesn't that contract, in essence, to sone
degree have control of all three of these
processes and these bids?

MR, BONSALL: You know, it's clearly an
integral factor in all three as to whether they
have control or not. | really can't answer that

guestion. Wre that to be the case, you know,
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clearly that's sonething that you, as decision
makers, need to westle with.

SENATOR SETZLER  Ckay. Thank you,

M. Chairman.

CHAl RVAN LEATHERMAN:  All right.

MR, SHEALY: M. Chairman, the next senator
up i s Senator Massey.

SENATOR MASSEY: Thank you, M. Chairman.

| want to start, if | can, with M. Ray.

If | could do that.

MR, BONSALL: Ckay.

SENATOR MASSEY: M. Ray, you said
yesterday -- and you said -- you reiterated
again today that there were | eadership failures
at the CEO and Board |levels. And | guess first,
and | want to ask you sone questions about that.
But first, | want to say | appreciate you nmaki ng
that remark. You' ve told ne that privately, but
| appreciate you stating that publicly.

Because for so |ong, what we heard was that
every decision that was nade was in the best
interest of the custoners when it was so obvious
that was not the case. And people were
unwi | I'ing, scared, whatever, to accept

responsibility for things, | appreciate you
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1 maki ng the statenment publicly. But let's talk
2 about this a little bit.

3 VWhat were the failures at the Board |evel ?
4 MR RAY: So this is with the benefit of

5 perfect hindsight where | stand today.

6 SENATOR MASSEY: O course. Sure.

7 MR. RAY: And also that the Cook case is
8 not settled. | ama plaintiff, and I'm

9 unrepresented. So I'd like to keep it at a

10 fairly high |evel.

11 SENATOR MASSEY: If there's sonething that
12 you're not confortable tal king about, then | can
13 live with that.

14 MR. RAY: Fair enough.

15 SENATOR MASSEY: But | do think that we
16 need to understand what the failures at the

17 Board | evel were to figure out how we can fix
18 those things and prevent them from happeni ng
19 agai n.

20 MR RAY: Sure.

21 SENATOR MASSEY: To the extent that you
22 feel confortable tal king about those failures,
23 and |'mnot tal king about you personally, |I'm
24 tal king about the Board as a whole, to the

25 extent that you feel confortable tal king about
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those things, it will help us, | think, try to
figure out what we can do at the Board | evel.

MR. RAY: Sure. Just for context, so |
spent 25 years as an investnent banker. |'ve
run project finance groups for fairly large
firms in New York and ot her places, and so
cone at this with a risk and a ri sk managenent
and a risk underwiting approach where | nanage
t he bal ance sheet for |arge organizations,
underwriting infrastructure and funding
infrastructure projects. So that's the hat with
which | cone at this.

And so sort of globally, not to point
fingers, but the Basel oad Revi ew Act was bad
| egi slation. Created conditions whereby our
partner was nore focused on their stock val ue
than on their rate payer responsibilities.

SENATOR MASSEY: Preach. I'mwth you
But the bill didn't apply to Sant ee Cooper.

MR. RAY: Understood. | just wanted to
create that framework because that's an
i nportant piece in how our partner viewed this
project in general.

Now, let nme get down a little bit |ower.

The EPC contract, which was the construction
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contract, was an engi neering, procuring, and
construction contract. Very common, buil ding
of fice buildings, school buildings, where your
design is fairly sinple and you can nove those
three forward together.

Here you have, aside fromputting a nan on
the nmoon or a woman on the noon, the nost
conpl ex construction on the face of the earth.
And you're going to design it concurrent wth
procuring it and constructing it. So you don't
even know what the design |ooks |like, and you're
trying to construct it, procure it, value it,
and put risks around what all that |ooks |ike.
Not really the right way to do it.

The owners shoul d have spent the noney on
design up front and nade a decision howto go
forward. That's ny opinion

The partnershi p agreenent between
Sant ee Cooper and SCANA was a terrible
agreenent. |t ceded too nuch power to SCANA
indemmified themfor things that they should not
have been indemified for, and nmade
Sant ee Cooper an ATM nmachi ne to SCANA

SENATOR MASSEY: The Board approved that.

MR. RAY: The Board approved that.
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1 SENATOR MASSEY: Did the Board understand
2 t hose consequences when it approved it?

3 MR RAY: | suspect not.

4 SENATOR MASSEY: Did the Board ask

5 questions as to consequences?

6 MR RAY: Cearly, I was not there at the
7 time, Senator, and so | can't answer that.

8 SENATOR MASSEY: That's a fair point. Tel
9 us when you were appoi nted.

10 MR. RAY: So CGovernor Hal ey appointed ne to
11 the Board in May of 2014.

12 SENATOR MASSEY: Okay.

13 MR. RAY: So by --

14 SENATOR MASSEY: It was on the spiral by
15 t hen.

16 MR RAY: If you actually read ny

17 deposition, | was asked about an enmmil that |

18 sent to the chairman on Septenber 14th of 2014,
19 three nonths after | had been on the Board. And
20 it didn't say, Ch ny God, you know, this is
21 going to crash.
22 What it said is this is a very serious
23 project, one that has a trenendous anount of
24 risk associated wth it. And we, the Board,
25 need to be | aser focused on it and we need hel p.
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1 SENATOR MASSEY: Wat happened in response
2 to that? Wat was -- what happened at the Board
3 | evel ? WAs there conversation about V.C. Summer
4 at the Board | evel ?

5 MR. RAY: There were clearly ongoing

6 conversations each neeting about V.C Sumer 2,
7 3. You have to renenber that Santee Cooper had
8 two enpl oyees on site, maybe three, | apol ogi ze.
9 Three on site relative to SCANA's 635.

10 SENATOR MASSEY: A couple of whom | assune
11 are very excited to be sitting in the audi ence
12 t oday.

13 MR. RAY: And they're good people.

14 SENATOR MASSEY: Sure.

15 MR, RAY: And in ny opinion they did their
16 job, but as a litigator nentioned to ne | ast

17 week, they're at the kiddie table. They were

18 not at the big table on site.

19 SENATOR MASSEY: | understand that, and
20 they were at the kiddie table because that's
21 what the Board agreed to.
22 MR. RAY: And that's what the agreenent the
23 called for.
24 SENATOR MASSEY: Right. That's the
25 agreenment that the Board adopted.
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MR, RAY: Correct.

SENATOR MASSEY: So the Board nade a bad
deci sion in adopting that agreenent?

MR. RAY: In hindsight, absolutely. No
guesti on.

CHAI RVAN LEATHERMAN:  Senator, was that a
guestion?

SENATOR MASSEY: That was a question.

And so | guess what |'minterested in
really is was there a structural failure on the
Board that led to that type of a decision being
made, or was it just a bad decision?

MR, RAY: Well -- and that's the nature of
the conversations between M. Bonsall and nyself
about how do we nmake sure this doesn't happen
again? How do we format structure, planning
principles, pricing principles, governance so
that we have checks on ourselves as we ook to

make | arge decisions |like this?

And I'Il point to the only execution
docunents were terrible. | nentioned the EPC
agreenent. It did not obligate the contractor,
the EPC provider, to fulfill obligations that

you woul d typically require of a contractor

And | can go into a laundry |ist of those.
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1 But, ultimately, the owners collectively

2 di d not have the independent oversight of a

3 third party that would conme to our Board neeting
4 and say, | have a fiduciary to you just |ike I

5 do SCANA and here's what | know and here are the
6 results and here's ny recommendati ons. W never
7 had t hat i ndependent voice. W always had it

8 filtered through SCANA.

9 SENATOR MASSEY: And wasn't it also the

10 voi ce that the Board heard was also filtered

11 t hrough t he CEO?

12 MR. RAY: That's correct. | nean, that's
13 an honest assessnent. Qur |eader -- again, the
14 unfortunate place to where we find ourselves is
15 that less than five people were involved in

16 deci si on nmaki ng at Santee Cooper related to

17 nucl ear that's how now our biggest | egacy

18 failure. The other 1200 people do their job

19 every day and do it well.

20 SENATOR MASSEY: They show up, they work
21 their tails off, they keep the lights on.

22 They're the reason the reliability nunbers are
23 so high. They do trenendous worK.

24 MR. RAY: Senator, imagine if you're

25 sitting in California today as a senator trying
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1 to figure out howto deal with PGE, where |ines
2 are falling and people are dying. That's not

3 our problem W have a big problem but we do

4 not have a liability problem and we do not have
5 autility that can't function and can't nmaintain
6 its assets.

7 SENATOR MASSEY: | think everybody knows

8 there's no chance of nme being elected to

9 anything in California. But | understand your
10 poi nt .

11 And this really -- you're getting to where
12 | wanted to go. How many of the current Board
13 menbers served while M. Carter was CEO?

14 MR. RAY: M. Carter was there for a |l ong
15 period of tinme. How many of the current Board
16 nmenbers were in position while M. Carter was

17 CEQ?

18 SENATOR MASSEY: Ri ght.

19 MR RAY: Al but M. Leaird.
20 SENATOR MASSEY: Okay.
21 MR. RAY: | could caveat that by saying
22 M. Miudge was here for a very short period of
23 time before and a few others, but the technical
24 answer is all but M. Leaird.
25 SENATOR MASSEY: Were there concerns about
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M. Carter's |eadership?

MR RAY: |'ll answer it this way.

M. Carter was a capable CEQO. He had tenure in
the conpany. He had tenure as a CEO And the
utility business is a conplex business. An
appoi ntee Board nenber will rarely have the
conpetence to go up against a utility CEO in
operational matters. That's just a fact.

| would say that M. Carter ran the show
start to finish.

SENATOR MASSEY: |'ve heard from a nunber
of people that often M. Carter would speak with
i ndi vi dual Board nenbers beforehand, before
nmeeti ngs, and things would essentially be worked
out before you ever had a Board neeti ng.

And then when the Board neeting arrived,
there was probably not a whole |Iot of public
di scussion or a whole lot of inquiry about
t hi ngs because it had all been worked out.

Wul d that seemfair?

MR RAY: | think that's a fair comrent.

SENATOR MASSEY: Is that an appropriate way
for a Board to do its duties?

MR RAY: No, it's not. | think it's

inportant -- I'mthe acting chairman. | was not
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1 appoi nted by the governor to be the chair.

2 was appoi nted by ny peers on the Board. | think
3 it's inportant that we have debate. W need to
4 tal k about things, and if we talk about it

5 before a Board neeting, |'mfine with that. But
6 we need to nmake sure we have open conmuni cation
7 and conversations about the issues in front of
8 us.

9 SENATOR MASSEY: Ri ght.

10 MR. RAY: Now, unfortunately, we find

11 our sel ves today needing to have a | ot of

12 executive conmttee neetings because of

13 l[itigation, et cetera. But | amall about

14 publ i c debate.

15 SENATOR MASSEY: Well, | understand why

16 t hi ngs have to be done in executive session as
17 wel |, but even in an executive session fornmat,
18 the Board nenbers are going to have to question
19 Even if you don't have the conpetence | evel of
20 the CEO or whonever is speaking, the Board
21 collectively -- there's a responsibility there,
22 right?
23 MR. RAY: There is.
24 SENATOR MASSEY: | woul d question and
25 under st and.

EveryWord, Inc. Court Reporting Page: 149 www.EveryWordInc.com



Senate Finance Meeting

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR. RAY: No question. | wll tell you
that -- and |I'm sure others experienced this
nore than ne, but there was a sense of hierarchy
on the Board in ternms of you don't know enough
to ask questions yet. | basically disrupted
that on day one. But there was a sense of that
at sonme point in the past.

And today, anybody who has a question or a
position is free to lay that on the table, and
we wel cone that because we all benefit by the
col l ective val ue of each input.

SENATOR MASSEY: That has a lot to do with
| eadership at the Board | evel.

MR RAY: It does.

SENATOR MASSEY: Right? [|f you have a
chai rman who wel cones, solicits that input, the
menbers are going to feel nore confortable doing
it, right?

MR. RAY: They are.

SENATOR MASSEY: But also, | nean, we're
not tal king about sone county |evel recreation
Board, right? W're tal king about
Santee Cooper. |If you get that position, if you
get that appointnent fromthe governor, it's a

big deal, right?
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1 MR. RAY: Economcally, no. But, yes, it

2 'S

3 SENATOR MASSEY: Ri ght .

4 MR RAY: It is -- in all seriousness, it's
5 a big responsibility. This conpany generates

6 and noves power across South Carolina every day
7 to 2 mllion custoners, and they do it well.

8 And it generates $2 billion a year in incomne.

9 In revenues. And it has $7 billion in debt.

10 And it has generation assets and resources in 17
11 counties, and its enployees live in 37 counties.
12 It's a big deal

13 SENATOR MASSEY: You're a great advocate.
14 You believe in the conmpany, and | think that's
15 what a chairman of the Board ought to do. And
16 you' re al so very know edgeabl e about what's

17 goi ng on because you devoted a ot of tinme to
18 it, and | appreciate that. It does do a |ot of
19 things well. 1It's also done sone things really
20 bad.
21 You said earlier there were about five
22 peopl e who knew what was going on. Wo are
23 those five people?
24 MR. RAY: The CEO. The CFO to a snall
25 degree as it related to issuing debt and
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1 managi ng - -

2 SENATOR MASSEY: Who?

3 MR, RAY: M. Jeff Arnfield. The general

4 counsel, both M. Brogdon and M. Baxley. Very
5 little invol venent by the COO, M. Marc Tye.

6 And then the senior vice president for new

7 nucl ear, M. M chael Crosby.

8 That's the essence of -- and then as |

9 nmenti oned, we had three representatives or two
10 representatives on site. But that's the essence
11 of the core teamthat managed the nucl ear ri sk.
12 SENATOR MASSEY: During your tenure there,
13 before July 31, 2017, did any of the Board

14 nmenbers express concern about the progress of

15 V. C. Summer ?

16 MR, RAY: Sure. | think it was clear, we
17 all had concerns. W all had concerns --

18 SENATOR MASSEY: By when?

19 MR. RAY: Ongoing throughout. Now, | would
20 say from'14 to '15, getting educated about what
21 was goi ng on, not getting a lot of information
22 about the risk potential to the conpany. And
23 the fall of -- excuse ne, in the fall of 2015,
24 when we were presented with the revised EPC and
25 told that we needed to renegotiate the EPC --
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1 SENATOR MASSEY: To a fixed price contract,
2 right?

3 MR RAY: -- to a fixed price contract

4 where we renoved Chicago Bridge & Iron. That

5 was a nonent where we knew t hings were changi ng.
6 SENATOR MASSEY: Were there questions at

7 that point? Was the Board questioning the CEO
8 about what was going on? Wy things were being
9 made? Did the Board nmenbers understand what was
10 going on at that point?

11 MR. RAY: Sone. There were questions. And
12 clearly there was questions about what's the

13 i npact of this revised EPC? What's the value in
14 agreeing to it? Wich was a fixing of the

15 price. And there were trade-offs associ ated

16 with that.

17 And | think we did -- in fact, at that

18 monment, | was fairly unconfortable with a

19 revised EPC, and the Board hired i ndependent
20 out side counsel to cone in and give thema
21 separ ate assessnent of the pros and cons of that
22 new agr eenent .
23 SENATOR MASSEY: Was there any di scussion
24 at the Board |level that there was -- that this
25 revised EPC, there was essentially no way that
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Westi nghouse was going to be able to neet those
fixed prices?

MR. RAY: No. That was not -- that was not
what the outside experts told us. Wat the
out side experts told us, and be happy to share
that record with you, was that there was a val ue
that experts expected the EPC conpletion to cost
and that that cost was X anmounts of dollars
above the EPC.

And so from our perspective, there was
value in entering into that EPC, but that the
expected cost was a hi gher nunber than what
Westi nghouse was agreeing to enter into. Wich
should -- which did give us sone pause.

SENATOR MASSEY: How often -- as a Board
menber, how often do you have to neet with FERC?

MR. RAY: | think the answer woul d be each
time you are up for renom nation.

SENATOR MASSEY: So just once every seven
years?

MR. RAY: Technically that's correct,
Senator, unless you're filling an interimterm
for soneone el se, but yes.

SENATOR MASSEY: All right. Do you know if

any Board nenbers expressed any concerns to FERC

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

about M. Carter's |eadership?

MR RAY: I|I'mnot aware of any. And | was
up for renom nation on FERC a year after | was
put on the Board in '14. So in '15, | was back
up for renomnation. But |I'mnot aware of
anybody.

SENATOR MASSEY: Did anybody on the Board
express any concerns to FERC about V.C. Summrer?

MR RAY: | did.

SENATOR MASSEY: That woul d have been your
renom nati on?

MR, RAY: Correct.

SENATOR MASSEY: How did that go?

MR RAY: | don't think --

SENATOR MASSEY: That what woul d have been
whi ch year?

MR RAY: '15.

SENATOR MASSEY:  Ckay.

MR RAY: | don't think -- well, it wasn't
an alarmbell. What | said was it's a big
project, it has risk, and we're relying on SCANA
to manage that risk on our behalf.

SENATOR MASSEY: And at that point a | ot of
peopl e had faith in SCANA. But did any -- do

you know of any Board nenbers who expressed
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1 concern about M. Carter's |eadership or the

2 status of V.C. Summer to |egislative | eadership
3 out si de of FERC

4 MR RAY: | did.

5 SENATOR MASSEY: All right. |Is there --

6 have you found there to be concern anong Board
7 menbers to do that?

8 MR RAY: | think -- | think five years

9 ago, seven years ago -- or let's just say five
10 years ago, the Board wasn't confortabl e being
11 too assertive in that regard.

12 SENATOR MASSEY: Wy is that?

13 MR, RAY: Again, | think we're al

14 vol unteer Board nenbers. W're not utility

15 executives. W're not utility experts. And it
16 is hard to challenge a sitting utility CEO

17 wi t hout having that know edge.

18 SENATOR MASSEY: All right. So what can we
19 do to nake it clear to Board nenbers that
20 they've got to do that? That this is -- |
21 realize as a volunteer, but there are a | ot of
22 perks that cone along with being a Board nenber
23 of Santee Cooper.
24 MR. RAY: |s that correct, Senator?
25 SENATOR MASSEY: | think there are. You're
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1 in a different position.

2 CHAI RVAN LEATHERMAN:  Senator, is there a

3 guestion?

4 SENATOR MASSEY: Aren't there? | nean,

5 there are a lot of perks that come along wth

6 bei ng a Board nenber at Santee Cooper. People

7 who want to do the job.

8 MR. RAY: Biggest perk, Senator, is working
9 wth sone great people. And |I'mnot just saying
10 that. | nean that. |[|'ve been in a |ot of

11 conpanies. | work with a | ot of people. And

12 Sant ee Cooper has a | ot of great people.

13 SENATOR MASSEY: \What can we do

14 structurally to ensure that Board nenbers are

15 going to be inquisitive and that if there are

16 concerns about issues, that those issues wll be
17 relayed to the legislature, to the governor, to
18 the advisory commttee, to sonebody?

19 MR. RAY: That's a great question.

20 CHAI RVAN LEATHERVMAN:  Massey, for the

21 record, your tinme is up. But you can take al

22 the tinme you want because you're at a very

23 critical area here.

24 SENATOR MASSEY: Okay.

25 CHAI RVAN LEATHERMAN:  Whether it's five
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1 m nutes or six hours, whatever you want to.

2 SENATOR MASSEY:  Ckay.

3 MR, RAY: So | would propose to you that

4 one of the things that you should consider is

5 whet her political appointee Board nenbers is the
6 ri ght approach, or are nore corporate Board

7 appoi ntees a better way for such a | arge,

8 sophi sticated conpl ex organi zati on?

9 SENATOR MASSEY: \What woul d that structure
10 | ook |ike?

11 MR. RAY: For exanple, like a

12 publicly-traded conpany appoints Board nenbers.
13 SENATOR MASSEY: Are they going to sel ect
14 their own?

15 MR. RAY: Not ny call, Senator. Wat |

16 woul d suggest is that we offered sone ideas in
17 governance reformas it relates to that. But
18 it's your decision. | think you' re absolutely
19 onto a key question, which is how do we nake

20 sure we've got great |eadership that can help
21 and guide a CEOin the running of this conpany?
22 SENATOR MASSEY: | actually think, M. Ray,
23 that we've got sone highly sophisticated people
24 who are in the Board positions. You agree with
25 t hat ?
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1 MR. RAY: Absolutely. And that's one of

2 the --

3 SENATOR MASSEY: In varied areas, which is
4 a good thing. You get diversity of expertise

5 there, and that should help nmake for a good

6 Board, right?

7 MR, RAY: It should. And let nme -- I'm

8 going to take this opportunity because | think
9 |"ve left a bad inpression. W have a great

10 Board. W have a know edgeabl e Board, as we sit
11 here today, that have experience running

12 conpani es, devel opi ng real estate, nmanagi ng

13 risk, so we have that. W have it.

14 Now, is it randon? O is it purposeful ?
15 But we have it.

16 SENATOR MASSEY: To sone extent that

17 depends on the governor who is nom nating and
18 what he or she uses as selection criteria and

19 factors into how well the Senate does its job in
20 the confirmation process.
21 MR RAY: | totally agree with that.
22 SENATOR MASSEY: | think if you conpare the
23 peopl e who have been selected to serve on
24 Sant ee Cooper's Board, for instance, wth the
25 peopl e who have gone through the selection
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1 process to be on the Public Service Conm ssion,
2 | really don't think there's nmuch of a

3 conpari son.

4 Now, | think you all are nuch better

5 equi pped, and there's nuch nore potential to do
6 the job wth the people that we've sel ected

7 there. My concernis it's not the nenbership on
8 the Board as nmuch as it is how do we ensure that
9 that Board acts |ike a Board ought to act? How
10 do we ensure that the Board gets the information
11 that it needs to get?

12 How do we ensure that you're going to ask
13 the -- I"mnot tal king about your running

14 day-t o-day operations, but how do we ensure that
15 the Board is going to collectively use its

16 w sdom to question senior nmanagenent? And if

17 there are concerns, to raise those concerns to
18 the appropriate people? Because that seens to
19 nme to be one of the biggest failures of the
20 Board t hroughout the V.C. Sunmer process. |
21 mean, does that sound out of |ine?
22 MR. RAY: No, it does not. In fact, |
23 think, if I"'mrecalling this correctly, in our
24 gover nance proposal, we actually proposed com ng
25 up annually and reporting to a body, whether

EveryWord, Inc. Court Reporting Page: 160 www.EveryWordInc.com



Senate Finance Meeting

1 it's legislative or governor or sone conbination
2 thereof. And | think that should include a

3 Board portion where we are accountable to you on
4 an assessnment of just that.

5 SENATOR MASSEY: All right, sir.

6 And, M. Chairman, you tell nme if you want
7 me to --

8 CHAl RVAN LEATHERMAN:  Ch no.

9 SENATOR MASSEY: |'ve got a few nore

10 guestions about the Board, and then | was goi ng
11 to shift into the CEO stuff. So that m ght be a
12 good tinme if you want to | et sonebody el se.

13 CHAI RVAN LEATHERMAN:  The fl oor is yours.
14 SENATOR MASSEY: Thank you, | think.

15 Let's go back to Summer for a m nute.

16 Ckay. D d the Board have an idea about the

17 engi neering and design and constructability

18 probl ens that existed at Sumrer?

19 MR. RAY: | think over tinme the Board
20 becane nore aware but not in a great |evel of
21 detail until closer to when we understood that
22 the m| estone paynents were ending, and it was
23 possi bl e, probable that Wstinghouse was goi ng
24 to file for bankruptcy.
25 SENATOR MASSEY: So that was well after the
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1 revi sed contract?

2 MR RAY: It was. Now, |let nme be clear.

3 Thr oughout, we knew there were overruns and

4 there were disputes within the EBC consortium

5 And there were -- ny bottomline statenent is, |
6 never felt like we had clear information that

7 wasn't filtered through SCANA

8 SENATOR MASSEY: Well, there were -- so

9 what has cone out in the |ast couple of years is
10 that there were a nunber of emails between

11 M. Carter and M. Marsh where there were

12 expressions of concern about -- | nean as early
13 as 2013, right -- where, | nean -- there were --
14 M. Marsh and M. Carter were tal king about

15 essentially this project is about to fail. It's
16 goi ng downhi I | .

17 W need -- M. Carter asking M. Marsh, as
18 the CEO of SCANA, the one who's running

19 everything essentially, we got to get a | awer
20 who's going to help us negotiate with
21 West i nghouse because they're not living up to
22 their end of the deal. '13, '14.
23 Did the Board know -- and | realize you
24 weren't there -- but fromwhat you've heard, we
25 can ask other Board nenbers to conme up if we
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1 need to, but what | want to knowis did the

2 Board know that the CEO had that significant

3 | evel of concern?

4 MR, RAY: Wasn't there during that tine,

5 but ny sense is, no, until 2015.

6 SENATOR MASSEY: Al right. Well, once you
7 get post Bechtel, | nean, everything's

8 different.

9 MR, RAY: So may | nmake a comment about

10 Bechtel ?

11 SENATOR MASSEY: Sure.

12 MR. RAY: C(Cbviously, the reason we have a
13 Bechtel report is because this Board denmanded

14 that we get an independent engineer with eyes on
15 that project. W could not get SCANA to agree
16 to hire Bechtel as an oversi ght engi neer, but we
17 essentially forced themto have Bechtel provide
18 a report.

19 Now, they hid the report by having it --
20 t he engagenent through the outside attorney, but
21 if it wasn't for this Board, there would be no
22 Bechtel report.
23 SENATOR MASSEY: Well, and | think candidly
24 if it weren't for your predecessor, it probably
25 woul dn't have cone out for all of us to know
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1 about. He was sitting in that chair right over
2 there. Mght be a newer chair now But he was
3 sitting right over there when we first heard

4 about Bechtel. W didn't know anythi ng about

5 Bechtel until M. Lord told us about it.

6 And then with Senator's Leatherman's

7 actions and the governor's actions, that report
8 was released. But that neans that in -- if

9 Bechtel resulted from Board action, that neans
10 the Board had concerns about sonething

11 pre-Bechtel .

12 MR. RAY: As | stated, our biggest concern
13 was we did not have an i ndependent engi neer

14 representing the owners. Wich was very typical
15 in any -- | nmean any size construction project.
16 SENATOR MASSEY: All right. And how -- how
17 woul d the Board have received that information
18 to have devel oped that concern?

19 MR. RAY: Through past experience. Now,
20 shoul d the CEO have said, guys, we have to have
21 an i ndependent oversight? Yes.
22 SENATOR MASSEY: Was the Board getting
23 sufficient information fromthe CEO t hroughout
24 t he Sunmer project?
25 MR, RAY: W were getting information. It

EveryWord, Inc. Court Reporting Page: 164 www.EveryWordInc.com



Senate Finance Meeting

1 was filtered, and it could have been better.

2 Shoul d have been better.

3 SENATOR MASSEY: Isn't it true that it was
4 filtered in such a manner that the Board was

5 going to keep going with the project?

6 MR RAY: | think that's fair.

7 SENATOR MASSEY: All right. So this,

8 think, 1s another issue. W've got to figure

9 out a way, if the legislature were to -- | think
10 this has got to be considered as part of ny

11 reformconversation. Legislature has got a

12 tough deci sion to nake.

13 But it seens like if we're going to

14 consider a reform it's got to be neani ngful

15 reform And that reformoption has to include
16 sone type of assurances that the Board is going
17 to get better information fromthe | eadership.
18 Al right. So ny question is: 1Is there a
19 way that we can legislate that, or is this al
20 personality driven?
21 MR RAY: | think it's hard to legislate
22 that. You'll find yourself too involved in too
23 many things, in too many ways. Wat we need to
24 do is convince you that through our governance,
25 pricing principles, resource planning, and
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1 governance, that we installed enough guardrails
2 to ensure we're getting the right information

3 fromthe CEO. W've got to do that. W' ve got
4 to convince you that that's the right franmework.
5 SENATOR MASSEY: You' ve sonme work to do on
6 t hat .

7 MR, RAY: Yes, we do.

8 SENATOR MASSEY: | think one of the

9 concerns that |'ve heard expressed, and | share
10 this concern, did you know, is that people are
11 concerned that once this is over, if we were to
12 keep Santee Cooper, that the Board would revert
13 to where it was.

14 And that if you don't have the constant

15 oversi ght and you don't have the newspapers

16 comng in and | ooking for stuff all the tine,

17 that the Board is going to revert to the nost

18 confortable position and allow the CEQ, whonever
19 that may be, to have al nost unilateral control
20 and you're going to get into another situation
21 i ke this.
22 So can we legislatively address that
23 concern?
24 MR RAY: | do worry that it wll be
25 overreach. Wat | would suggest is | think this
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annual reporting requirenent where we are
obligated to cone up and sit in front of
Senat or Massey and answer all of his questions,
to where you're confortable and others are
confortable, that this Board is independent and
is holding a CEO and senior |eaders accountable
at all tines.

What we suggested in the resource plan
deri sk the conpany significantly.

SENATOR MASSEY: | nean, you under st and
that in order to prevail, you' ve got to convince
the legislature that it can have confidence in
the Board and the structure's in place. You
understand that, right? And I think the other
Board nenbers understand that, right?

MR RAY: W do. It is a challenge and,
you know, we are bal ancing many balls right now.
But this is an inportant one, and it's hard to
do that and in sound bites. But we are very
serious about putting in and instituting the
right kind of controls to nmake sure we don't end
up in this sane place again. Very serious about
t hat .

Open to input related to that. W have two

super smart guys on staff now |l eading this
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conpany that have a | ot of experience and
resources beyond this conpany to help us put the
right structure in place.

SENATOR MASSEY: One nore question about
Board stuff. W talked earlier about how there
was a practice, at least, wth a forner CEO of
havi ng i ndi vi dual conversations w th Board
menbers, working things out so that there was
not a whole |ot of real robust conversation at a
Board neeting.

Did any of the Board nenbers express
concern about that?

MR RAY: | don't think it was an
expression of concern. It was nore of an
expression of M. Carter called ne. He laid out
what he thought were the three key issues.
Here's what | -- in other words, | think it's
fair to say that we overcane sone of that by
communi cating wth ourselves and not allowing it
to be that conpartnentalized.

But | do think it's fair to say that there
was an attenpt to conpartnentalize Board nenbers
to control an outcone. | think that's a fair
assessnent, and it happened.

Now, | think this Board, as we sit here
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1 today, is not capable of being controlled in

2 t hat way.

3 SENATOR MASSEY: Well, no, but, | nean,

4 everybody's | ooking at you now R ght? | nean,
5 you got -- | nean, every television news outlet,
6 every print nedia, every |egislator, everybody's
7 | ooki ng at you now.

8 MR. RAY: That's true. But -- true. Fair
9 comment. But | do believe, having gone through
10 this experience, and it will be witten in the
11 transcription in Santee Cooper's records, it

12 will not be forgotten. This event, V.C Summer
13 2, 3 wll not be forgotten by current Board,

14 future Board, current enployees, future

15 enpl oyees. This wll have a lasting mark for a
16 long time. And we are commtted not to repeat
17 this.

18 SENATOR MASSEY: And | appreciate that

19 commtnent, and | believe you when you say that.
20 | believe that the current Board is commtted to
21 that. | amconcerned, however, that it will be
22 forgotten. And it wll be forgotten shorter --
23 in a shorter tine period than we want it to be
24 forgotten.
25 VWhich is why | think for us to have to be
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1 convinced to keep Santee Cooper, there's going
2 to have to be neaningful reformat the Board

3 | evel to persuade us of that. And the sound

4 bite, if you wll, is that the proposal on the
5 Board reformis to have termlimts. That's the
6 sound bite. | understand there's a little nore
7 in there, but that's the sound bite.

8 MR. RAY: That's not our sound bite,

9 Senat or .

10 SENATOR MASSEY: Well, it's in here. |

11 understand you all did it because DOA told you
12 todoit. | get it. But it's in here. The

13 sound bite, the headline on proposals to reform
14 Santee Cooper's Board is that we have term

15 limts.

16 MR. RAY: Let nme give you another sound

17 bite headline. Four nonths ago, three nonths
18 ago we adopted at the Board | evel a resolution
19 solidifying the resource planning principles and
20 the pricing principles. And | would encourage
21 you to read those, or we can provide those to
22 you.

23 Those are real. Those create structure,

24 and they create guardrails and boundaries for
25 our governance and our ability to operate and
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1 make deci sions on generation, on transm ssion,

2 and how we put at risk capital for the conpany.
3 And those are real, Senator. And | believe
4 they are, and | believe we will follow those.

5 SENATOR MASSEY: And | suspect a | ot of

6 that has to do wth your involvenent. |

7 appreciate that. | think we probably need to

8 explore those a littles bit nore in order to

9 have a better, nore fuller understandi ng of

10 t hi ngs.

11 M. Chairman, | know | have taxed your

12 pati ence and the other commttee nenbers a good
13 while. M next |ine of questioning, we're going
14 to stay wwth culture but I was going to shift

15 fromthe Board into the CEO level. So I'm at

16 your discretion. |'mhappy to |let others ask

17 guestions, | can conme back to that, but | do

18 want to ask a nunber of questions about that.

19 CHAl RVAN LEATHERMAN: Let ne nake a
20 statenent or two and you go ahead.
21 But anyway, | notice sonme of ny coll eagues,
22 House and the Senate both, heard them say, well,
23 Sant ee Cooper tells you what they're going to
24 do, the General Assenbly what they're going to
25 do, and it never happens. How would you respond
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1 to that, sir?

2 MR. RAY: Senator, | consider nyself to be
3 a man of ny word, and |'m serious-m nded about

4 what we're doing here today. And --

5 CHAl RVAN LEATHERMAN: | know this is the

6 past that took place, but that's happened |

7 think tinme and tine again.

8 MR RAY: Well, all I can tell you is

9 take this very seriously, and | own what

10 happened. | own nore than ny fair share of what
11 happened. But |'m standi ng here today because
12 |'"'mthe chairman. | care about not only

13 Sant ee Cooper, | care about South Carolina.

14 And | wll tell you that you have ny

15 comm tnent that everything we do wll be

16 serious, serious-m nded, and focused on custoner
17 servi ce and nmaking sure that our rate payers

18 don't pay nore than they shoul d.

19 My grandparents, ny great grandparents grew
20 up in Florence County and CGeorgetown County and
21 Wl iansburg County, and they benefited fromthe
22 el ectrification that Santee Cooper brought to
23 the rural parts of our state. That's a public
24 benefit that | inherited, and | don't take it
25 for granted. | believe in Santee Cooper, and |
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bel i eve that we can reform Santee Cooper.

CHAI RVAN LEATHERMAN:  One final thought.
|"ve heard ny col | eagues of both Houses talk
about Santee Cooper was a fine country club down
there to be a nenber of it on the Board. Have
you heard anything |ike that?

MR RAY: | can tell you, Senator, that it
costs nme nore out of ny pocket to be on this
Board than what the state pays nme to be on this
Board. | can tell you that | sleep in the
ol dest, crappiest cottage on Wanpee every tine
|"'mthere. And it is no country club. It has
an incredible view, but it's no country cl ub.

| can tell you that all ny friends say,
"Way in the heck are you on the Santee Cooper
Board? Why are you putting yourself through
t hi s?"

And ny answer is, "l signed up for the
m ssion, and | stayed for the people.”

CHAl RVAN LEATHERMAN: I f it's any
consol ation for you, then I'lIl be finished with
the comments. People sitting around this table,
| think our salary is 10,400 a year, so maybe
we're in the sanme category.

MR, RAY: W're absolutely in the sane
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boat, | prom se you
CHAl RVAN LEATHERMAN:  Senat or Massey.
SENATOR MASSEY: GCkay. M. Ray, | want to

transition a little bit, and we nay have to

bring M. Bonsall in for sone of these
guesti ons.
MR RAY: |'ll be happy for that.

SENATOR MASSEY: But | want to tal k about
the failures at the CEO | evel and what we can do
to address those. Before | really get into that
too far in-depth, howlong is M. Bonsall's
contract?

MR. RAY: M. Bonsall's contract is an
18-nmonth contract with a six-nonth extension.
Right? | think it's fair to say that this Board
is prepared to -- and both is nutual -- to
extend that contract.

And | can also tell you that -- I'll speak
for M. Bonsall and M. Duckworth, they're very
happy to be in South Carolina. They -- I'IIl let
them speak for thenmselves. But | want to tel
you this: He brought his bass boat from Ari zona
a few weeks ago, so | think he enjoys
Sout h Carolina.

SENATOR MASSEY: When is -- when does the

EveryWord, Inc. Court Reporting Page: 174 www.EveryWordInc.com



Senate Finance Meeting

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

18-nonth contract expire? | believe
M. Bonsall --

MR. RAY: | believe it's Decenber of 2020.
|"msorry, the 18 nonths will be Decenber of

2020 or January.

SENATOR MASSEY: Hi s current contract
expires at the end of this year?

MR, RAY: That's correct.

SENATOR MASSEY: \Wen does -- is
M. Duckworth on a contract?

MR. RAY: Yes. The sane.

SENATOR MASSEY: It's the sanme tern? Sane
time frame?

MR, DUCKWORTH:  Yes.

SENATOR MASSEY: And I'11l talk to
M. Bonsall about that in just a few m nutes.
But you brought up that there were failures at
the CEO |l evel. Wat were those failures?

MR, RAY: | think, as | nentioned, just the
way the CEO failed to nanage risk was a big
failure. And by that, | nean, to put
Santee Cooper in a position of having that nuch
basel oad exposure to one asset, that nuch
bal ance sheet exposure to one asset, that nuch

overall credit exposure to one asset, was a bad
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deci si on.

SENATOR MASSEY: Was that a CEO failure or
a Board failure?

MR RAY: Well, let's be honest. As we sit
here today in perfect hindsight, that's ny
criticism At the tine, given where gas prices
were, given where carbon was headi ng, given al
the other things in the age of the fleet, it
passed the best interest test. So | can't say
that it was a failure of the Board, but the
execution of that decision was a CEO-driven
failure.

SENATOR MASSEY: It passed the best
interest test in the beginning --

MR, RAY: Correct.

SENATOR MASSEY: -- right? It stopped
passi ng the best interest test well before
bankr upt cy.

MR, RAY: | think that's a fair assessnent.
Well, et me be careful here. Let ne be careful
here because you asked is there and was there an
ongoi ng best interest test requirenent. |I'm
going to not answer that one because |I'm not
exactly sure.

SENATOR MASSEY: Ckay. Well, and,
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1 honestly, that may be nore of a question for the
2 SCANA fol ks and the Public Service Comm ssion.

3 Because clearly every tinme SCANA went in, PSC

4 was supposed to be | ooking at that issue.

5 But fromthe emails that | have seen that

6 are available to the world, you agree wth ne

7 there were clearly concerns -- M. Carter had

8 concerns about what was going to happen with

9 that project well before not only Wstinghouse
10 decl ared bankruptcy but well before there was

11 ever a renegotiation of the contract?

12 MR. RAY: That's correct. And as you know
13 better than ne, the Basel oad Review Act drove

14 deci sion making at SCANA in a different

15 direction than a Sant ee Cooper deci sion-nmaking
16 woul d have put us at that point in tinme. Should
17 have put us at that point in tine.

18 SENATOR MASSEY: | nean, the basel oad --

19 isn't it right that the Basel oad Revi ew Act

20 drove SCANA' s actions, and Santee Cooper's Board
21 ceded its authority to SCANA.

22 MR. RAY: W gave them our proxy.

23 SENATOR MASSEY: And that agency agreenent,
24 | read it. | don't know how we woul d have

25 agreed to it even wthout the benefit of
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1 hi ndsight. But in any event, that's the Board's
2 stuff again.

3 | want to tal k about where the | eadership

4 failures were at the CEO | evel and what --

5 because, again, this is another area where |

6 think the burden is on Santee Cooper to be able
7 to persuade the |legislature that we're going to
8 make meani ngful reforns at the CEO | evel.

9 So to figure that out, I want to have a

10 better understandi ng of what you personal ly but
11 al so as the spokesperson for the Board, if there
12 are ot her Board nenbers who want to participate,
13 "' m happy to hear fromthat, too, but they would
14 probably nmuch rather stay where they are. |

15 don't see a lot of volunteers.

16 But | want to understand what you, what the
17 Board feel. |'ve got sone ideas, but | want to
18 know what you feel were the failures at the CEO
19 | evel so that we can figure out whether that's
20 persuasive to us, and if so, how we would go
21 about trying to address those things.
22 MR RAY: A lot of layers to that. Let ne
23 start with a culture of risk managenent. Ckay.
24 My view is a CEO should never expose the bal ance
25 sheet and the credit of the organization in one
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1 singl e event that can drive the outcone that

2 we' re seeing here today.

3 And that starts with how you negotiate --

4 this is all execution stuff -- how you negoti ate
5 docunents, how you obligate the conpany, and

6 what ki nd of policies and procedures you have in
7 pl ace to manage those outcones.

8 So one of the -- and to your question

9 earlier to M. Bonsall about the two itens on

10 the list, that was not our list of goals for

11 M. Bonsall. That was just two transition

12 tal king points. That was not our list of goals.
13 SENATOR MASSEY: Yeah, but, you know,

14 that's what was presented to us as the reform
15 pl an. Those were the -- | nean, this is -- this
16 little booklet is the reformplan, right? It is
17 Sant ee Cooper's presentation of the reformplan,
18 and there's a page titled Problens and there are
19 two things on there. Do you understand how t hat
20 appears? Do you understand how that appears?
21 MR, RAY: | do, Senator. | understand your
22 point. But | would tell you the 400-pl us-page
23 reformplan itself is what you should | ook to --
24 SENATOR MASSEY: Wiich is why |'m asking
25 the questions about it.
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1 MR, RAY: And that's fair. And as you

2 know, it's hard to encapsulate all the issues in
3 a slide presentation, and so our apol ogies for

4 mssing that. Let nme tell you, while | was

5 sitting there listening to his response --

6 SENATOR MASSEY: And | want to hear what

7 you said, but one of the big things that we cane
8 away w th throughout the whole process of

9 | earni ng about the failures of V.C. Sunmer was
10 that -- and this was encapsul ated every tine |
11 heard M. Marsh or M. Carter tell ne that al

12 the decisions were in the best interest of

13 custoners, was that |eadership was out of touch
14 They just didn't get it.

15 It's amazing. | heard fromcertain Board
16 menbers that | didn't get it. But it was pretty
17 clear that the |eadership didn't get it. \Wen |
18 see things like that, it nakes nme concerned that
19 there's still sone fol ks who don't get it.

20 So that's why -- and | wasn't being

21 accusatory when | asked M. Bonsall, but I

22 wanted himto explain to ne that he recogni zed
23 there are nore than those things. I'mglad to
24 hear the Board recogni zes there are nore than

25 those things because if there was a different
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1 answer, then you're probably not going to

2 persuade ne that we can keep Santee Cooper.

3 MR, RAY: Here's ny answer. Here's the

4 conversation we had not only shortly after the
5 decision to offer a position to M. Bonsall:

6 Reest abl i sh | eadershi p and | eadership control,
7 revol utioni ze our resource plan into a

8 noder ni zed resource plan, review and derisk the
9 bal ance sheet, review our risk managenent

10 policies and procedures, and reestablish our

11 core -- our cooperative relationship. Those

12 were ny first goals.

13 SENATOR MASSEY: All right. And do you --
14 does the Board feel that M. Bonsall is naking
15 progress on those goal s?

16 MR RAY: | do. | think he's making great
17 process while incorporating a new business pl an,
18 while in working with a teamto put together a
19 reform plan, while reorganizing the conpany and
20 answeri ng about 50,000 questions from every
21 potential respondent in this process.
22 | think if you look at the six nonths that
23 we' ve been through, there's been exceptional
24 progress. And | do believe that.
25 SENATOR MASSEY: Do you and/or the Board
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feel that M. Bonsall has acconplished all of
t hose tasks?

MR RAY: I'mgoing to refer to the list.
| think we have new, invigorated |eadership, and
we have a clear captain at the helm

SENATOR MASSEY: Wiose termexpires in the
year.

MR RAY: | don't think that's correct
because we have agreed to extend it for an
additional six nonths, and I think if -- and
remenber that we were not allowed to nmake any
deci si on beyond that by the DOA.

SENATOR MASSEY:  Ckay.

MR, RAY: |If we sat down independent today,
we woul d work out a new, |onger-term conmtnent,
and we're prepared to have that conversation.
But we think that the handcuffs from DOA
prevented us from doing that.

SENATOR MASSEY: Does the Board have a role
i n devel opi ng a successi on pl an?

MR. RAY: W have a role. It's the COs
responsibility and we had those di scussi ons and
| have opinions on that and we want -- we want
that. | would say today, | believe we have a

hole at the chief operating officer level, and
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1 we' ve tal ked about that. And because that's

2 typically the prime position for groom ng of

3 CEQO

4 SENATOR MASSEY: Let ne ask you -- | don't
5 know i f you know the answer to this, but |I may
6 ask M. Bonsall this question in a few m nutes.
7 How many of the 17 vice presidents who are there
8 now have been with Santee Cooper for nore than
9 five years?

10 MR. RAY: Probably the vast majority. W
11 probably have all but a few that are fairly new
12 that cane in at that |evel.

13 SENATOR MASSEY: Ckay. Al right.

14 MR, RAY: My | finish the list?

15 SENATOR MASSEY: Finish the list. Tell me
16 what things he has that he's checked off the

17 list there.

18 MR RAY: Ckay. | think it's fair to say
19 that on the | eadership front, he's established
20 hi nself as a corporate |eader. And he's
21 reorgani zed in a good way and a productive way
22 and that wll continue into succession.
23 On the resource plan, you have it in front
24 of you. It is a good -- it's a great plan. And
25 it acconplishes a | ot of nodernization, |eaner,
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1 greener, all of those catch words are absolutely
2 true. So we have a new, nodern resource plan in
3 front of us today.

4 On the bal ance sheet, del everagi ng and

5 review, we are acconplishing that. W put in

6 place a plan that will do exactly that in the

7 ref orm pl an.

8 On ri sk managenent review, we've had

9 nmeetings on that, and we have a risk managenent
10 revi ew docunent that is robust and if foll owed,
11 woul d add trenendous value to our risk

12 managenent procedures.

13 | asked himto review our TEA rel ationship
14 and our exposure to TEA. W |ooked at our hedge
15 policy. Were we were hedged, where we should
16 go with hedging. W want to acconplish

17 addi ti onal hedges. Qur cooperative custoners

18 want us to do that. But, again, we ran up

19 agai nst the DOA barrier, and we |look forward to
20 be able to do that.

21 And then lastly, cooperative relationship
22 reset. W're ready for that. | reached out to
23 M. Larry H nes. Mark Bonsell has reached out
24 to Rob Hochstetler. W are ready to connect at
25 the | eadership level. And on the interface with
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1 the cooperatives, we put all new people in place
2 that are relationship managers with the

3 cooperati ves.

4 SENATOR MASSEY: Al right. And |

5 understand the limtations inposed by the DQOA,

6 and -- well, essentially it's inposed by the

7 resol ution, but that passed. Because the DOA

8 was just acting in response to the |l egislation

9 that we passed given authority.

10 MR. RAY: | think that generally there's a
11 little bit of a disagreenent on how far that

12 shoul d go, but fair conmment.

13 SENATOR MASSEY: Ckay. But that resol ution
14 was passed in May 2019.

15 MR. RAY: COkay.

16 SENATOR MASSEY: And |'ve expressed this to
17 you privately, and |I've expressed it publicly,
18 one of my biggest frustrations is none of this
19 stuff happened before May 2019. |'mnot all
20 that receptive to, we couldn't do it because the
21 DOA woul dn't let us. W've had tons of tine
22 before that and those things have not been --
23 not just not acconplished but not attenpted.
24 MR, RAY: Before M. Bonsall was hired,
25 that's a fair comment. W were stuck in a
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1 deer-in-a-headlight nonment fromJuly of '"17 to
2 when M. Bonsall was hired in July of '19.

3 That's a fair criticism W were stuck in a

4 deer-in-a-headl i ght nonent.

5 SENATOR MASSEY: That's a long tine to be
6 in shock, isn't it?

7 MR RAY: It is. And let's face it, there
8 were lots and lots of questions from nenbers in
9 this room and other places. W were stuck in a
10 deer-in-a-headl i ght nonent and coul d not get

11 out. W also had Board | eadership that did not
12 help in that effort. And I'll just leave it at
13 t hat .

14 SENATOR MASSEY: | under st and.

15 CHAl RVAN LEATHERMAN: M. Massey, the issue
16 on DOA, | mght take on, if | may.

17 SENATOR MASSEY: Is that a question?

18 CHAl RVAN LEATHERMAN: It is a question. Do
19 you under st and?
20 You understand the DQOA, sonething that has
21 never been done in this state before, do you
22 agree?
23 SENATOR MASSEY: Oh, yeah, absolutely.
24 CHAl RVAN LEATHERMAN: DOA was pl ow ng new
25 ground, right? O course, | grew up on the
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farm W go out and clean up a new ground and
start plowing, start plowng the dirt, and we
hit an underground root and the handl ebars cone
up catch nme under the chin and | see stars. |
had never been there before, didn't know what to
do.

| appl aud Marci a Adans and her people and
her team that put together a superb plan the
best they could. The best. Thank you.

SENATOR MASSEY: M. Chairman, the court
reporter needs a break.

CHAI RVAN LEATHERMAN:  Sur e.

(A recess transpired.)

SENATOR MASSEY: M. Bonsall, are you
ready?

MR, BONSALL: Yes, sir.

SENATOR MASSEY: | am-- | don't want to
put you in a -- | don't want to have any i npact
on what future contract negotiations nay be, but
et me ask you this: Do you |ike South
Carol i na?

MR. BONSALL: W do. W love it; both ny

wfe and | do.
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1 SENATOR MASSEY: Well, that was going to be
2 nmy next question, because nore inportantly than
3 you i s your wfe.

4 MR. BONSALL: Well, | love it because she

5 | oves it.

6 SENATOR MASSEY: If -- if the Cenera

7 Assenbly were persuaded to keep Sant ee Cooper,

8 woul d you be interested in staying beyond your

9 current ternf

10 MR, BONSALL: |'ve had that discussion with
11 the chairman and the answer to that is yes.

12 SENATOR MASSEY: How nuch | onger -- | nean,
13 you said you worked for 40 years at SRP, right?
14 MR. BONSALL: Right.

15 SENATOR MASSEY: So how | ong -- how nuch

16 | onger do you envision yourself working? |If

17 it's conpletely your choice, how nuch | onger do
18 you work? |If the good Lord lets you stay, keeps
19 you heal thy, your w fe says, "Mark, do whatever
20 you want to do," how much | onger do you work?

21 MR. BONSALL: Three, four years, probably.
22 SENATOR MASSEY: |I'mgoing to conme back to
23 that in a mnute.

24 In the work that you' ve done at Santee

25 Cooper so far, the investigation that you' ve

EveryWord, Inc. Court Reporting Page: 188 www.EveryWordInc.com



Senate Finance Meeting

1 done, the research that you' ve done as to how it
2 is that you cane to be standing right there

3 today, do you agree that there were failures at
4 the CEO | evel ?

5 MR, BONSALL: Well, I'"'mgoing to give you a
6 conditioned answer. And the condition is that |
7 was hired at Santee Cooper to |look to the

8 future, inprove the future, and that is what |

9 have focused on. | was not here in the past,

10 but you see sone suggestions in the reform pl an
11 that are the result of ny experience at Salt

12 Ri ver Project that indicate that there were

13 failures at the executive level in putting

14 certain safeguards in place.

15 Now, | wasn't here.

16 SENATOR MASSEY: | understand. Mybe if

17 you were here, maybe we wouldn't be in the

18 position that we are in. Maybe we woul d. Maybe
19 it wouldn't have nade any difference.

20 And | appreciate the desire to |look to the
21 future, but if I"'mgoing to be persuaded that we
22 need to keep Santee Cooper -- and | wll tell

23 you candidly, you' ve got sonme work to do in that
24 effort -- but if I'"mgoing to be persuaded of

25 that, I think it's inportant to know what sone
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1 of the past failures were so that we can talk

2 about how to fix those things to prevent them

3 from happening in the future. Because if we're
4 not going to put any changes in, any neani ngful
5 changes in, then you're not going to get it.

6 Okay? Very candidly, that's where | am

7 MR, BONSALL: | understand, but let ne draw
8 a parallel, if I could, to the -- the problens

9 here have occurred el sewhere. Should we run for
10 cover or what?

11 MR. RANKIN: That's the tick tock of a

12 pi ano.

13 SENATOR MASSEY: Let's try to ignore it.

14 MR. BONSALL: Ckay. Have occurred

15 el sewhere. And sone of the lessons that I'm

16 trying to inport into Santee Cooper are born of
17 my own experience in having simlar issues

18 happen el sewhere, including at ny fornmer

19 conpany, Salt River Project.

20 Now, | know you're focused on VCS 2 and 3.
21 There are other VCS 2 and 3s in the industry.

22 And sone | essons have been | earned as a result
23 t here.

24 SENATOR MASSEY: Actually, | think that the
25 focus ought to be much broader than VCS 2 and 3.
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1 | think VCS 2 and 3 was just a nmanifestation of

2 probl ens that were already there.

3 MR, BONSALL: That's right.

4 SENATOR MASSEY: So what | want to do -- |

5 nmean, in order for me to be persuaded on this, |

6 need to know what kind of things we can do to

7 ensure we don't get in the next scenario.

8 MR. BONSALL: Right.

9 SENATOR MASSEY: O even if it's sonething
10 not as big, if it's sonething smaller, | want to
11 be able to be persuaded not only nyself, but I
12 think we've got to persuade South Carolina that
13 this ain't going to happen again. | think
14 that's a heavy burden for you, primarily for you
15 and M. Ray, to bear. And all I'mtrying to do
16 is to figure out, if that is an option, how are
17 we going to get there.

18 So can you talk wwth ne a little bit about
19 i deas on how we can correct CEO failures, if

20 there are things that we can do legislatively to
21 address that, if there are things that the board
22 nmust do, adopting policies to do that, or if

23 this is all just a personality issue.

24 MR. BONSALL: You know, candidly, if you

25 | ook back on the history of these kinds of
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1 I ssues, it's a conbination of systematic

2 failures, as well as personality issues, but

3 it's not just personality. There are structural
4 pi eces that you could put in place that wll

5 help to prevent that. And we tried to put sone
6 of those in the reform plan, Senator.

7 The one exanple, and it's a very good

8 exanple, | think, but it's only one and |

9 understand that it takes nultiple parts and

10 pi eces to put the right kind of risk nmanagenent
11 and control nechanisns in place that cover lots
12 of different territories, but one of themis

13 we' re suggesting that the board in fact hire

14 I ndependent pricing and resource planning

15 expertise and financial advice hired by the

16 board, not by nanagenent, not to represent

17 managenent, but hired by the board.

18 SENATOR MASSEY: That's the recognition

19 that the board isn't going to have the expertise
20 in the area and they need advice from soneone
21 ot her than nmanagenent, correct?

22 MR. BONSALL: That's exactly right, to

23 check on managenent. Now, |'m plenty confi dent
24 that the kind of recommendations that | wll

25 bring forth to this board wll wthstand the
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1 scrutiny of experts. |[|I'mconfident in that.

2 But it's prudent for themto check, check

3 on nme, check on ne and M. Duckworth and the

4 conpany, frankly. 1It's a classic exanple of,

5 you know, kind of trust but verify. That's a

6 very prudent suggestion to nmake. Now, that sane
7 body of experts could be obligated to file an

8 I ndependent report to this body on an annual

9 basis, a suggestion, to coordinate wth Santee
10 Cooper's annual presentation of this body so you
11 get that sane kind of independent oversight.

12 SENATOR MASSEY: Right. Well, you know,

13 there's sone concern here sonetines that we get
14 too much information. |If we get too many

15 reports, you don't read any of them

16 MR. BONSALL: Right.

17 SENATOR MASSEY: Right? And |I'm sure

18 that's the way it is probably even with you at a
19 CEO level. If you get too nmuch information, you
20 don't know what's rel evant and what's not, and
21 so a lot of relevant gets left out.
22 Ckay. | nean, | think that's an idea, sone
23 out si de expert advice for the board.
24 Let nme ask you a couple nore specific
25 guestions. Actually, I'lIl continue along this
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1 line. 1'Il be frank with you. | like the

2 | eadership and the vision that you brought to

3 Sant ee Cooper.

4 MR, BONSALL: Thank you.

5 SENATOR MASSEY: |'mnot sold on the

6 sufficiency and the adequacy of the proposals,

7 the reform proposals that you' ve submtted, but
8 | appreciate the change that you brought there.
9 My concern -- one of ny |arger concerns

10 IS -- it gets to sonething that Senator Setzler
11 was asking about. You and he had a di al ogue

12 about this, and that is the culture at Santee
13 Cooper, especially when you leave. It gets to
14 t he succession pl an.

15 And | want to say at the outset -- and

16 M. Ray and | had this conversation, and | know
17 you heard it, but | think that the overwhel m ng
18 maj ority of enployees at Santee Cooper show up
19 every day, they work hard, they bust their

20 tails, they keep the lights on, they're very

21 professional. | think that applies, frankly, at
22 the executive |level or at the nonexecutive

23 level. Right? | think -- | have no reason to
24 bel i eve that the overwhel mng najority of people
25 t here are hardworki ng, good, decent, fine human

EveryWord, Inc. Court Reporting Page: 194 www.EveryWordInc.com



Senate Finance Meeting

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

bei ngs.

MR. BONSALL: Right.

SENATOR MASSEY: Al right? But I'mstill
concerned about the culture.

| asked M. Ray a question that you hel ped
hi m answer earlier about the 17 vice presidents
and how | ong they've been there. And the
response that I got was that the vast mgjority
of those have been there for at |east five years
or nore.

MR. BONSALL: Unh-huh.

SENATOR MASSEY: Does that sound fair?

MR, BONSALL: | think that's accurate, yes.

SENATOR MASSEY: So those fol ks --

MR, BONSALL: [It's 14, by the way, now.

SENATOR MASSEY: (Ckay, 14. So we have 14
VPs?

MR. BONSALL: 14 VPs, including Charlie and
nmysel f.

SENATOR MASSEY: So those fol ks, those 14
vi ce presidents, the ones who have been there
for nore than five years, they worked for and
under Lonnie Carter, didn't they?

MR, BONSALL: They did.

SENATOR MASSEY: Much of what they |earned

EveryWord, Inc. Court Reporting Page: 195 www.EveryWordInc.com



Senate Finance Meeting

1 about operating a public utility canme fromthe
2 experiences they had while working for and under
3 Lonnie Carter; is that right?

4 MR, BONSALL: That's correct.

5 SENATOR MASSEY: Essentially all of what

6 they | earned about Sant ee Cooper, except for

7 maybe the past couple years, took place while

8 they were working for and under Lonnie Carter;

9 isn't that right?

10 MR, BONSALL: Yes.

11 SENATOR MASSEY: |'mgoing to nake a

12 statenent, then I'll ask a question, but |I'm

13 going to make a statenent because | think it's
14 i nportant for you and for everybody el se to hear
15 this because this is a concern that | hear about
16 fromother Senators. |It's happened nore than

17 once. Al right? And |I'mnot asking you to

18 agree or disagree with this because | understand
19 you' ve got to | ead.
20 MR. BONSALL: Unh-huh.
21 SENATOR MASSEY: But | want to express to
22 you and ask you if you understand this concern.
23 MR. BONSALL: Ckay.
24 SENATOR MASSEY: There is a concern anong a
25 nunber of people here that the renmaining vice
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1 presi dents, essentially everyone at the

2 executive |l evel, besides you and M. Duckworth,
3 grew up in their careers under the prior

4 | eadership. They learned fromthat prior

5 | eader shi p; and when you or sone ot her outside
6 i nfl uence | eaves, that those folks are going to
7 revert to what they know and to what their

8 experiences were and what they |earned and

9 what's confortabl e.

10 Again, |'mnot asking you to agree or

11 di sagree with that statement. All |'m asking

12 you i s do you understand that concern?

13 MR, BONSALL: | do understand that concern,
14 absol utely.

15 SENATOR MASSEY: All right. There is

16 not hi ng in Santee Cooper's reform plan that

17 addresses that concern, is there?

18 MR, BONSALL: | would disagree with that.
19 SENATOR MASSEY: Tell nme what in the plan
20 addresses that concern.

21 MR. BONSALL: You can look to the org

22 structure and we can tal k about the org

23 structure for a good period of tinme. But let ne
24 go back to an earlier comment that you nade, and
25 those people | earned while they were working for
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Lonnie Carter. Wat did they |earn? They
| earned what not to do.

And that's the ethic that Charlie and |
tapped into when we got here. That was a
conpany that was ready for change; it knew it
needed a change; it knew it needed a new
di rection.

One of the nobst surprising reactions |
got -- and | realize culture needs to be worked
on. | got it -- is that people were surprised
when | asked their opinion because they hadn't
been asked their opinion.

CHAl RVAN LEATHERMAN: | didn't hear what
you sai d about people and Lonnie Carter. You
had sone comment.

MR, BONSALL: | think | said that part of
what the people at Sant ee Cooper | earned under
Lonnie Carter's |eadership -- | know Lonnie
Carter, and | apol ogi ze for making this
statenent -- but what they | earned is what not
to do: Don't put all your eggs in one basket;
don't take the risk; don't take the conpany
proposition; don't this, that, and the other
thing. That | esson has been deeply, deeply,

deeply learned. It was there when | got there,
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1 Senator, and that's the ethic that Charlie and |
2 have been able to tap into quickly. But |

3 understand -- | understand your concern.

4 CHAl RVAN LEATHERMAN: Let ne see if |

5 under st and what you just said. They | earned

6 what not to do, you say, when taking risks?

7 What does that nean when you say they | earned

8 what not to do? What did they learn not to do?
9 MR. BONSALL: Learned not to put all your
10 eggs in one basket; not to bet everything on one
11 t echnol ogi cal devel opnent; not to get yourself
12 | ocked into a position where you're stuck for 15
13 or 20 years. Those are -- those are deeply

14 enbedded and | earned | essons.

15 CHAI RVAN LEATHERMAN:  So you think they,

16 t hose past vice presidents, they really | earned
17 t hat ?

18 MR. BONSALL: Yeah, | really do. | nean,
19 "' mnot sure what -- yes, that we've been so

20 wel |l -received with the ideas. Wat we found

21 when we got there is so many of the fol ks at

22 Sant ee Cooper shared the ideas that we had.

23 And, you know, we |earned those | essons from our
24 experience at Salt River Project. They |earned
25 those I essons here. | do think there's a
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1 nmeeting of the mnds as to what really needed to
2 be done here. And you see a lot of that in the
3 ref orm pl an.

4 So but | understand that, Senator, that

5 that can be a concern. And if you've | earned

6 the |l esson what not to do, then you need to

7 | earn the | esson actually of what to do, and

8 that requires sone worKk.

9 CHAI RVAN LEATHERVAN: | don't nean to

10 i nterrupt.

11 SENATOR SETZLER: M. Chairman, as a

12 housekeepi ng. Senate goes in session at 2:00.
13 What' s your work schedul e for the week and next
14 week?

15 CHAl RVAN LEATHERMAN:  We're not going to
16 finish Santee Cooper, | don't believe, today.

17 They' re before the House Ways and Means

18 tomorrow. And we wll work while Ways and Means
19 are doing the budget. |I'mnot going to pile on
20 them |'mgoing to |let them have them tonorrow,
21 if they choose. And | think you've got them
22 Thursday -- Monday. Cone back here Tuesday at
23 9:00. Does 2:00 suit you?
24 SENATOR SETZLER: That woul d be better.
25 CHAI RVAN LEATHERMAN: Let's do that.
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1 SENATOR MASSEY: M. Bonsall, | expected

2 that very response. And | don't nean by that

3 remark that | think that your response was

4 insincere. | think that's true. But that's why
5 | asked you -- that's why | said | wasn't asking
6 you to agree or disagree with ny concern.

7 MR. BONSALL: Right.

8 SENATOR MASSEY: | wanted to nake sure that
9 you understand that concern. And you said you
10 do understand that sone of us have that concern

11 MR, BONSALL: Sure.

12 SENATOR MASSEY: So when you and Senat or
13 Setzl er had that conversation yesterday about a
14 successi on plan, and when you expressed that

15 there may be no need to | ook outside the

16 organi zation, that there was plenty of tal ent
17 wthin -- and | don't dispute that at all, that
18 there would be plenty of tal ented, conpetent,
19 and professional people within -- the fact that
20 sonme of those folks -- and this may not be fair
21 to themat all, but the fact that sonme of those
22 fol ks woul d be considered for succession as a
23 CEO position gives grave concern to a nunber of
24 peopl e here about the ability of Santee Cooper
25 to deliver on anything in the reformplan. Do
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1 you understand that concern?

2 MR, BONSALL: | do understand that concern.
3 What | did say was that | think it's

4 possi bl e that succession could proceed from

5 i nsi de the conpany; but, also, if people need to
6 | ook outside and are prepared to assist the

7 board in doing so, | know every single person in
8 this industry, so | could be very helpful in

9 that regard. | didn't commt --

10 SENATOR MASSEY: You didn't.

11 MR. BONSALL: -- that the only succession
12 could be internally, but | think there are good
13 people certainly within Santee Cooper that need
14 to be developed, and I'"'mcommtted to helping to
15 devel op them and provide the board wth viable
16 choices -- choices, plural -- going forward.

17 SENATOR MASSEY: Again, | don't dispute

18 that at all. | think there's sone very

19 tal ented, professional, hardworking people there
20 that they -- the problemis who they've served
21 under, who they learned from and there's

22 concern about that. And | think it's inportant
23 for themto understand it's nothing personal.

24 MR, BONSALL: No.

25 SENATOR MASSEY: But if the Ceneral
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Assenbly is going to be persuaded to keep Sant ee
Cooper as a state-owned utility, the General
Assenbly is going to have to be persuaded t hat
there is a viable succession plan and there are
going to be structural restrictions put in place
that give confidence that we're not going to be
having this conversation.

MR. BONSALL: Sure.

SENATOR MASSEY: One of the things that
you' ve tal ked about sone in the reformpl an
deal s with workforce reductions.

MR, BONSALL: Yes.

SENATOR MASSEY: NextEra's proposal was to
go from1,675 to 970, | think. Santee Cooper's
proposal was to go from1,675 to about 1,514,
sonmewhere in the low 1,500s, | think. | think
it's 1,500.

Did DOA or their experts influence the
deci si on on wor kf orce nunbers?

MR. BONSALL: For Santee Cooper?

SENATOR MASSEY: Yes, sir.

MR, BONSALL: No.

SENATOR MASSEY: So that is -- that
estimate on workforce was conpl etely Santee

Cooper' s proposal ?
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1 MR. BONSALL: Yes. It accommopdated the

2 cl osure of W nyah.

3 SENATOR MASSEY: Ckay. |'mnot asking you
4 to agree or disagree. Do you understand that

5 there is a concern anong a nunber of legislators
6 that Santee Cooper is bloated? Have you heard

7 t hat ?

8 MR, BONSALL: | have heard that.

9 SENATOR MASSEY: So you understand there is
10 t hat concern?

11 MR, BONSALL: | do understand that there is
12 t hat concern, yes.

13 SENATOR MASSEY: (kay. And do you

14 understand that for a nunber of legislators, in
15 order to be persuaded that Santee Cooper should
16 be -- should remain a state-owned utility, that
17 that's going to have to be sonething that is

18 addressed? Do you understand that?

19 MR, BONSALL: | do.
20 SENATOR MASSEY: M. Bonsall, are there --
21 tell me alittle bit about your |eadership style
22 inrelation to if an enpl oyee, whether at the
23 executive level or not, if the enployee -- if an
24 enpl oyee of Santee Cooper thinks there's a
25 probl em do you wel cone that input?
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MR, BONSALL: | do.

SENATOR MASSEY: From any | evel ?

MR. BONSALL: | do. And that's why |
replaced -- | had the internal auditor report to
me in the reorgani zed Santee Cooper as opposed
to at a subordinate |evel.

SENATOR MASSEY: | nmean, you do -- | think
| know the answer to this. Do you think that is
an inportant | eadership quality?

MR. BONSALL: Yes, | do.

SENATOR MASSEY: Do you think that happened
before you?

MR. BONSALL: | can't answer that question.
| don't knowif it did or not, but I think it's
an inportant quality personally.

SENATOR MASSEY: That the rank-and-file
peopl e who are on the ground, people who are
doing the work have to feel confortable going to
| eadership to express concerns?

MR, BONSALL: Yep.

SENATOR MASSEY: Right? They have to fee
that | eadership will respond to those concerns.

MR. BONSALL: Unh-huh.

SENATOR MASSEY: You may not agree with

t hem
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1 MR. BONSALL: Right.

2 SENATOR MASSEY: But there's got to be sone
3 type of a response to those kind of things,

4 right?

5 MR. BONSALL: Unh-huh.

6 SENATOR MASSEY: Because if enpl oyees feel
7 i ke | eadership is not responding to those

8 concerns, they're probably not going to bring

9 t he concerns anynore, right?

10 MR. BONSALL: Probably not. That's

11 correct, yeah.

12 SENATOR MASSEY: Have you -- during your
13 time there, have you experienced any concern or
14 seem ngly unw |l | ingness from enpl oyees or, at

15 the executive | evel or below, to share concerns
16 with you?

17 MR, BONSALL: | think -- you know,

18 honestly, Senator, | think it's a little

19 premature for ne to nake a judgnent in that
20 regard because I'mnot sure that we've devel oped
21 sufficiently the famliarity wth everyone in
22 the conmpany. | intend to do that. |'magetting
23 out and about right now.
24 | am-- well, | hate to kind of speak and
25 describe nyself. [It's just not kind of how I'm
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1 built. But I"'mvery nuch an enpl oyee kind of a
2 person and devel oped a trenendous anount of

3 rel ati onshi ps throughout SRP people. They

4 didn't call me M. Bonsall. They called ne

5 Mark. And we were friends or associ ates,

6 anyway. They felt very confortabl e approaching
7 nme.

8 | want to create that sanme mechani sm

9 t hroughout Santee Cooper. Santee Cooper is a
10 little bit nore spread out, actually, than Salt
11 Ri ver Project was.

12 SENATOR MASSEY: Wien did you start?

13 MR. BONSALL: So | don't know how long it's
14 going to take ne.

15 SENATOR MASSEY: Wen did you start at

16 Sant ee Cooper ?

17 MR, BONSALL: July 9th.

18 SENATOR MASSEY: Okay.

19 MR. BONSALL: | have been kind of consuned
20 on this process, so --
21 SENATOR MASSEY: | know you' ve been --
22 MR, BONSALL: -- cut ne sone slack on that
23 one.
24 SENATOR MASSEY: | get that. | understand.
25 You' ve been dealing with that process. You cane
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1 inat adifficult time, and then you -- not only

2 are you dealing with the DOA process; you dea

3 with us. And you' ve done -- you've been

4 involved in other things, as well, so |

5 under stand t hat.

6 But do you not think that the lack of input

7 Is sonmewhat telling about what the previous

8 culture was?

9 MR, BONSALL: You know, | think that that
10 is entirely possible. | haven't -- | haven't --
11 | haven't seen a reticence to bring issues forth
12 at all, but | haven't seen the reverse of that
13 either. | just know that it's an issue and |
14 want to have those |lines of conmunication open
15 to ny office, and part of that is very person to
16 person. And that needs tine to devel op those
17 kind of relationships, which |I'm dedicated to
18 doi ng.

19 SENATOR MASSEY: Ckay. Could | ask M. Ray
20 to conme back up for a second?

21 MR, BONSALL: Sure.

22 SENATOR MASSEY: M. Ray, during your tine
23 on the board, before the abandonnent of or

24 suspension -- are we still on the suspension

25 phase or have we officially abandoned yet?
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1 MR. RAY: W have suspended. There's no
2 tax advantages to Santee Cooper in abandonnent.
3 SENATOR MASSEY: Right. During your tine
4 on the board, before July 31st, 2017, did any
5 enpl oyees, executive or otherw se, raise

6 concerns to the board about Summer?

7 MR. RAY: Not in -- not directly, no.

8 woul d ask questions which would provide ne

9 answers that allowed nme to ask nore questions.
10 But | wll agree with you that M. Carter
11 had a very cl osed approach to how he nuade

12 deci si on maki ng and who was invol ved in those
13 deci si on-maki ng processes, and it was a snall
14 group of senior executives.

15 And I'll give you one exanple to give you a
16 bookend. | was never invited to any senior

17 nmeeting during M. Carter's tine. Since

18 M. Bonsall has been here, nyself and ot her

19 board nmenbers have been invited to every
20 m | estone neeting of the reform plan throughout
21 the last six nonths; very neaningful difference.
22 And in the few neetings that | did attend with
23 M. Carter, it was, again, the top six senior
24 vice presidents in the room
25 A week ago, in preparation for this
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1 neeting -- last Friday, actually -- | was

2 invited, along with Director Singleton, to

3 attend the neeting to prepare for this, to

4 finalize the slides. There were 40 people in

5 the room and anot her 15 on the phone. And these
6 are people who are at the vice president |evel,
7 and possi bly even bel ow, that were bei ng asked
8 to give input on howto present this reform

9 pl an, what were the takeaways, how do we

10 structure this nessage, and then how do we

11 deliver it.

12 | made the comment to Director Singleton on
13 the drive back to the coast that that was a

14 refreshing change in | eadership style, a very
15 open approach, not afraid to have input, not

16 afraid to ask for ideas, and not afraid to

17 recei ve unsolicited ideas.

18 SENATOR MASSEY: You understand -- and |'m
19 not really looking for you to agree or di sagree.
20 You understand the concern about whether that
21 type of atnosphere remains after you and
22 M. Bonsall are no | onger at Santee Cooper? Do
23 you understand that?
24 MR. RAY: | do understand it. And I think
25 | made a subtle comment, but it's a real
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1 comment -- and | hope M. Bonsall and

2 M. Duckworth aren't traveling back to Moncks

3 Corner together -- but if the two of them got

4 hit by a bus tonorrow, we have a position void

5 in clear succession CEO. And | identify that as
6 our COO position. And | think that's a true

7 conmment .

8 It's his responsibility to conme to us and

9 identify who his internal candidates are. But
10 "1l tell you that fromthe CEO search process
11 that the board went through in the last six

12 nmont hs, we are highly confident that there are a
13 | ot of very well-qualified people across this

14 country with the right types of experience to

15 add value to Santee Cooper tonorrow. And we can
16 go find those people and they would | ove to cone
17 to South Carolina and be part of this team |I'm
18 very confident we can do that, and that's our

19 job, and I'mconfident that we can do that if we
20 have to.
21 Now, whether we do that or we grow t hem
22 internally, to be determned. | understand and
23 respect your position on the culture question,
24 and |'mconfident that we can have the right
25 person. | have a couple of ideas. W' ve got
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sone time to sort that out, but that's a --

that's a big responsibility of ours.

SENATOR MASSEY: Yeah. | nean, yeah,
that's -- | don't want to keep rehashing it, but
it's inportant for ne and, | think, for others

to know that you and M. Bonsall understand that
concern.

MR. RAY: Message delivered, sir.

SENATOR MASSEY: All right. During your
time on the board, have enpl oyees, executive or
ot herwi se -- and by "executive," | nean under
the CEQ okay, the vice president |evel.

During your time on the board, have those
| evel enpl oyees or bel ow rai sed any concern to
t he board about problens other than V.C Sunmmer?

MR. RAY: Two answers: One, M. Carter did
not really want board nenbers comrunicating with
ot hers, and that was pretty clear. And so there
were restrictions on that. And I think on the
enpl oyee side, they were not confortable wth
t hat because of presumably instructions or
noni nstruction instructions.

But | live in a small town in South
Carolina that has Wnyah Generating Station. M

brot her-in-1aw works at Wnyah Generating
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1 Station and has worked there for 40 years. |

2 hear what's going on fromhim | hear what's

3 going on fromkids -- parents of kids that ny

4 kids go to school wth. | received a text

5 nmonments ago from soneone who works at Cross

6 Cenerating Station whose kid goes to school wth
7 my kid. | hear things all the tinme. | want --
8 and | encourage that.

9 Now, am | going to tell them what they want
10 to hear? AmI| going to agree with thenf Not

11 necessarily. But it is an open door and I am
12 absolutely interested in everybody's opinion.

13 And even | will probe questions.

14 When we were | ooking at the nuclear -- a

15 | ot of the decisions about the EPC contract and
16 ot her bi g decisions, | am asking questions of

17 peopl e down -- Marion Cherry. | would go visit
18 Marion Cherry on-site. |'ve been on-site five
19 or maybe six tines to V.C. Sumrer. |'ve been to
20 every generating station. |'ve been wth

21 transm ssion crews out on-site. | want to know
22 what they're thinking, | want to know who they
23 are, and I want to know -- | want themto know
24 that | care about them So that's ny job.

25 SENATOR MASSEY: Thank you. So you -- from
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1 your perspective, it's appropriate for a

2 rank-and-file enpl oyee to address a board nenber
3 with a concern if they think there's sonething
4 goi ng on that shouldn't be going on?

5 MR, RAY: There is. | think that's -- now,
6 should | direct them back to the chain of

7 command if it's sonething that needs to go

8 through that? Absolutely.

9 SENATOR MASSEY: You nmake your deci sion

10 based on whatever is there. But it's inportant
11 for enployees to feel confortable speaking with
12 board nenbers; it's inportant for board nenbers
13 to be receptive to those kinds of concerns being
14 raised. Do you agree with that?

15 MR RAY: Yes, sir, | do.

16 SENATOR MASSEY: Al right. Do you

17 understand that there is a concern here that no
18 one, especially those at the executive |evel,

19 who had access to informati on addressed the
20 board, the legislators, or even the press with
21 concerns about V.C. Summer? Do you understand
22 t hat ?
23 MR RAY: | do.
24 SENATOR MASSEY: Do you understand that
25 that gets into a |larger concern of what the
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culture was -- is at Santee Cooper?

MR RAY: | do.

SENATOR MASSEY: Do you understand that?

And this, | think, wll be ny |ast question
for you. Wat changes, if any, have been nade
regardi ng conmuni cati ons between staff and board
nmenbers since July 31, 20177

MR, RAY: So for the -- fromthe tinme we
suspended construction until M. Bonsall cane
onboard, | think it's fair to say that board
menbers becane nore active in understanding
where we were, where we were going. And | wll
personally take responsibility for being very
engaged in tal king to various enpl oyees and
| eaders throughout the conpany, and so -- and
probably to a point beyond what | shoul d have
because we were in this void of |eadership and
di rection.

And so one of the very first conversations
that M. Bonsall and | had was "Hey, Chairnman,
I'"'mthe CEQ Gve ne space to do ny job. | am
totally accountable to you and the board. | own
that responsibility, but | need to be the CEQ
and give ne the roomto operate and run."

respect that.
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1 Now, to your point, | think the board today
2 and the | eadership of this conpany are open to

3 criticism coments. Any exchange that needs to
4 happen, it's appropriate and it's wel coned.

5 SENATOR MASSEY: (kay. M. Chairnman,

6 you' ve been very gracious in allowng ne tine,

7 and other comm ttee nenbers have been very

8 patient in indulging ne in asking questions, and
9 | very nuch appreciate that.

10 There are many ot her questions | could ask
11 but I think now would be a good tine for nme to
12 st op.

13 Thank you.

14 CHAl RVAN LEATHERMAN:. W' ve been going --
15 SENATOR MASSEY: If | could, I'd also |ike
16 to say thank you to M. Ray and M. Bonsall for
17 enduring ny questions, as well.

18 MR, CROVER. M. Chairman, before we

19 adjourn, | just wonder if | could just add a
20 little bit of homework to Ms. WIllians. She's
21 al ready bringing sone stuff back fromthe
22 Senat or .
23 CHAl RVAN LEATHERMAN: I f | can. M intent
24 Is to have Santee Cooper back before us Tuesday.
25 There are a | ot of questions out there. M.
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1 Bennett, can you hold your questions till

2 Tuesday?

3 MR. BENNETT: M question was answered, M.
4 Chai r man.

5 CHAl RVAN LEATHERVAN:  Maybe on purpose. So
6 with that...

7 MR. CROVER: Real quick, M. Chairmn.

8 Ms. WIllians, | think that you are

9 bringing -- the Senator from Lexi ngton was

10 wanting a list of your properties and the val ue
11 of them Wat | would like to see -- oh, there
12 you are. What |1'd like to see, if you could,

13 you're not a real estate expert, but just your
14 best guess opinion. And | don't nean to |ist

15 each individual property, but properties around
16 the | ake, properties that you have for

17 devel opment down around Vol vo, and what your

18 assets are because we really don't know -- at

19 | east | haven't seen yet -- what NextEra woul d
20 be purchasing, | nean, what they would be
21 getting in assets if they bought Santee Cooper.
22 So it's inportant for sone of us to know --
23 they're getting a bargain on sone of these
24 properties that the Senator from Lexington
25 brought up. So if you could list those, if you
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1 wouldn't mnd listing themw th your best guess
2 estimate of what present market val ue woul d be
3 for those pieces of property, we can kind of get
4 an idea what you're really worth and what we'd
5 be selling off, so to speak. So if you could

6 get that.

7 M5. WLLIAMS: Yes, sir. And with your

8 perm ssion, sone of the property that we own are
9 very small, less than an acre, maybe under a

10 transmssion line. So if you'd give ne sone

11 grace to pick a cutoff size.

12 MR. CROVER: No, just group it al

13 t oget her.

14 SENATOR SETZLER: M. Chairman, can

15 follow up on that, please, since he brought ne
16 into that? | want to be sure you're show ng --
17 M5. WLLIAMS: What's on the books and what
18 we think is market value. | understand.

19 CHAl RVAN LEATHERMAN:  Ma'am that's what
20 |'d asked you earlier.
21 M5. WLLIAMS: Yes, sir.
22 CHAI RVAN LEATHERMAN: Pl ease provi de that
23 to us, what M. Croner is asking for.
24 M5. WLLIAMS: Yes, M. Chairman.
25 MR GROOVE: On the sane |ine of your
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1 preparation of book value versus fair market

2 val ue, | think Senator Setzler has raised a

3 guestion about the value of V.C. on one. |

4 think it's also appropriate for the other plant
5 property and equi pnment, such as Rainey -- |

6 think it's on the books for a little nore than
7 200 mllion, but a replacenent value that you

8 see under NextEra, a plant that's close to

9 2 mllion, a simlar plan at a different site.
10 So having that range would al so be hel pful to
11 know what properties they are.

12 M5. WLLIAMS: For the generating stations
13 and maj or infrastructure?

14 MR, GROOVB: And transm ssion and so forth.
15 M. Chairman, there's one nore thing I'd
16 i ke to ask your consideration on. W do have
17 two Santee Cooper enpl oyees who are represented
18 by counsel today. Wuld it be necessary for

19 them to appear on Tuesday al so?

20 CHAl RVAN LEATHERMAN: It may be. | can't
21 answer that.

22 MR, GROOVE: They're here.

23 CHAI RVAN LEATHERMAN: | woul d appreci ate
24 them com ng.

25 MR, GROOVE: Do you expect themto be here
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1 on Tuesday?

2 CHAI RVAN LEATHERMVAN: | do.

3 MR GROOVE: (Kkay.

4 CHAl RVAN LEATHERMAN:  So with that, it

5 | ooks I'i ke you' ve got your work cut out for you.

6 M5. WLLIAMS: Yes, sir. | have a lot of

7 good peopl e back in Moncks Corner that wll be

8 wor ki ng on this hard.

9 CHAI RVAN LEATHERMAN: Al l of our nenbers,
10 t hank you so nuch for what you did. W've had a
11 coupl e of wonderful days, enlightening days.

12 W' Il conti nue.

13 M. Ray, thank you. M. Bonsall, thank you
14 all so mnuch.

15 We' || adjourn and be back here at 10: 00 on
16 Tuesday nor ni ng.

17 - - -

18 (Proceedi ngs adjourned at 1:55 p.m)

19

20
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22

23

24

25
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