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K. Chad Burgess

Director & Deputy General Counsel

chad.bur scana.

May 16, 2018

VIA ELECTRONIC MAIL AND
US. FIRST C S

Jenny R. Pittman, Esquire

South Carolina Office of Regulatory Staff
1401 Main Street, Suite 900

Columbia, SC 29201
ipittman@regstaff.sc.gov

RE:

Dear Jenny:

Friends of the Earth and Sierra Club, Complainant/Petitioner v.
South Carolina Electric & Gas Company, Defendant/Respondent
Docket No. 2017-207-E

Request of the Office of Regulatory Staff for Rate Relief to South
Carolina Electric & Gas Company's Rates Pursuant to S.C. Code
Ann. § 58-27-920

Docket No. 2017-305-E

Joint Application and Petition of South Carolina Electric & Gas
Company and Dominion Energy, Incorporated for Review and
Approval of a Proposed Business Combination between SCANA
Corporation and Dominion Energy, Incorporated, as May Be
Required, and for a Prudency Determination Regarding the
Abandonment of the V.C. Summer Units 2 & 3 Project and
Associated Customer Benefits and Cost Recovery Plans

Docket No. 2017-370-E

lit}

We received your May 9, 2018 letter regarding the responses of South Carolina
Electric & Gas Company (“SCE&G”) and Dominion Energy, Inc. ("‘Dominion Energy”).
These responses were entirely consistent with the statutory provisions you cite, and
they follow what has been years-worth of precedent in responding to similar requests.

(Continued. . .)
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With. each response, SCE&G and Dominion Energy made a good-faith effort
to provide information and address fully the substance of each request. For those
requests as to which SCE&G or Dominion Energy objected, we described the basis for
the objection and provided more than sufficient information to allow. the Office of
Regulatory Staff (‘ORS”) to-understand and evaluate the response. ‘While we believe
that the responses were appropriate in all respects, we nevertheless appreciate the
opportunity to provide more information, through this letter and our upcoming

supplemental responses.

Your letter raises three separate issues of significance: (1) allegedly
insufficient or non-résponsive responses; (2) concerns over the specificity of privilege
objections; and (3) similar concerns regarding assertions of confidentiality. This
letter addresses each issue. _

Allegedly Non-Responsive Information
§

We have reviewed the various requests as to which you contend responses were
insufficient or non-tesponsive: Without agreeing with your position that the prior
responses ‘were inadequate, SCE&G and Dominion Energy are supplementing
résponse 3-8, a copy of which is enclosed with this letter, and, as appropriate, will
supplément promptly the response to request 1-20. To clarify the companies’
positions with respect to certain requests, SCE&G is supplementing responses 1-22;

4-27; and 4-69; and Dominion Energy is supplementing response 4-25. Copiés of thess
responses are enclosed with this letter,

With regard to requests 1-119; 1-174; 4-82; and 4-83, which seek the production
of information related to the recently enacted federal tax law, SCE&G and Dominion
Energy are continuing to evaluate the effects of federsl tax reform. Through our
responses we informed ORS that our analysis of the new law-is on-going and that we
will update our responses when this scope of work is completed. As of the date of this
letter, this analysis is not yet complete. By way of tliis letter, SCE&G and Dominion
Energy affirm their prior statements that when the analysis is concluded, the
companies will supplement promptly its responses as, appropriate.

As. to requests 3-24; 3-25; and 3-26, we maintain the position that this
information is irrelevant and not a proper area of inquiry by the ORS. That there
were allegedly “unlicensed engineers™ working at V.C, Summer — assuming that were
true — has no bearing on any issue pending before the PSC, now or in the foreseeable
future. Particularly considering the complex and much more specific requirements
of federal law that determine licensing and qualifications for contractors involved in
the Project (and that there is no contention that these requirements were not met),
we do not understand the relevance of questions related to spemﬁc state licensures.

{Continued. . .)
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SCE&G also maintains tfs posmen that documents responsive to Request 5-25
are irrelevant: You may be aware that in the ratepayer cases currently pending i in
state court, the court recently denied a motion to compel that sought substantially
the same information, In addifion, and much like SCE&G informed the court in
response to that motion to compel, SCE&G has and will continue to produce to the
ORS material relevant to the claims at issue in proceedings involving the ORS. But
documents are not made relevart to the issues pending here merely because they
were produced to governmental entities in. other proceedings. Thus, SCE&G will not
agree to produce to the ORS material simply because that material was produced in
other proceedings.

Finally, SCE&G maintains the position that its response to Request 4-76 was
appraopriate and complete That request seeks. “a calculation of the income tax
expense included in SCE&®s present revised rates based on the test year used in
the 2016 revised rate proceeding.” (emphasis added). SCE&G provided that
¢éaleulation. Your letter contends that the response was deficient in that it did not
provide “the total income tax expense included in present rates”. But “present rates”,
as mentioned in your letter, are not the same as “present revised rates”, which was
the subject of the original request. Revised rate proceedings are associated with new
nuclear development, and in response to this Request, SCE&G provided information
as to the income tax expense included in those revised rates.

Privilege Objections

A number of ORS's requests seek to discover information that is plainly
privileged. For example, several requests seek information related to the Bechtel
Report. See Request Nos. 2-5, 6-6, 6-9. In your letter, you state that “Bechtel
.Corporation was not hired for claims consultancy, therefore the assertion of attorney-
client privilege with respect to Bechtel being hired in preparation of litigation does
not appear to apply.” This is not correct. Bechtel was retained at the direction of
counsel to prepare materials that would assist counsel in rendering legal advice
regarding the Project. Thus, mformatlon related to the Bechtel Report is, in fact,
privileged and protected by the work product doctrine.

Further, to the extent the requests seek information regarding SCE&G's
abandonment analysis, SCE&G has asserted privilege claims because that analysis-
was prepared for and at the direction of outside legal counsel. See Request No. 5-28,
As such, it is protected by the attorney-client privilege and the. work-product doctrine.

These. are just two examples of the privileged information that the ORS's
requests seek. We are working to create a privilege log that “provides more
information as to all of these prw:lege claims. Note that some of the requests seek a
significant volume of privileged information, so it will take some time to complete the
log, but we will provide it to you as soon as practicable.

{Continued. . .)
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Confidentiality Designations

You. have also asked for additional informstion regarding confidentiality
designations. We- continue to believe that it is appropriate and warranted for the
ORS to execute a simple confidentiality agreement that preserves these legitimate
interests and facilitates the ORS's request for additional information related to the
‘Pro_]ect and merger. In the meantime, for many of these documents, SCE&G and
Dominion Enersy have agreed to make materials-available to the ORS at SCE&G's
corporate office or the law offices of Nexsen Pruet, LLC pending execution of a
confidentiality agreement. These reasonable measures are typlcal in discovery, as
you know; and they do not interfere with the ORS's desire to review relevant material.

In any event, we have categorized below the confidential documents that the
ORS reguests seek, and we have described in detail the basis for the confidentiality
designations as to each category We are evaluating the documents that fall within
each category to confirm our prior conﬁdentlahty designations. We will produce any
documents that we idéntify as to which prior confidentiality designation can be
withdrawn.

1. Board Materials

We have several concerns about producing board minutes and materials
presented to the boards regarding the merger of SCANA -and Dominion Energy,
‘which, as you know, is still pending. See Request No. 1-22, 4-26, and 4-27. Board.
minutes are among SCANA’s and Dominion Energy’s most sensitive materials as
they reflect detailed discussions about the most essential of the companies’ strategic
plans. ‘The minutes are not public and their disclosure is limited intérnally. The
same is true for materials presented during board meetings, and the sensitivity of
this information is particularly existent for materials related to the pending merger.
That merger has not closed, as you know. Disclosure of those materials runs the
risk of interfering with the companies’ ability to effectively negotiate and finalize
the merger and other potential future transactions.

2. Documenits Reﬂectmg Eniplovee Compensation and Benefits

‘We are also concerned about producing detailed information about
compensation and benefits of SCE&G employees without appropriate confidentiality
protection. See Request Nos. 1-44, 1-45, 6-10 6-11, 6-12, 6-13. The ORS has requested
extensive irformation about how SCE&G compensates certain employees. Those
requests implicate both personal and corporate confidentiality concerns as responsive
documents will reveal information that SCE&G employees consider to be sensitive,
as well as SCE&G’s strategy in compensating these employees. Such information is
not publicly disclosed and remains confidential internally.

(Continued. . .)
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3. Documents Subject to Contractual Confidentiality Obligations

SCE&G has asserted confidentiality in response to three requests based on a
preexisting obligation to maintain confidentiality. See Request Nos. 4-43, 4-44, 6-25.
SCE&G has contractually” committed to maintain the confidentiality of the
documents responsive to these categories, and its designation allows SCE&G to
comply with its contractual obligations.

4. Corporate Financial and Accounting Models

The ORS has also made a number of requests for various corporate financial
and accounting models. See Request Nos. 1-29, 1-147, 2-3, 4-66, 4-72, 4-73, 4-74, 6-
31. This is sensitive financial information that SCE&G relies on in making strategic
business decisions. Disclosure would reveal non-public data and analysis, and it
would impact SCE&G’s competitive position.

5. Audit Reports and Materials Prepared by Consultants

Lastly, SCE&G is concerned about the disclosure of confidential audit reports
and materials prepared by third-party consultants. See Request Nos. 1-23, 2-7.
Reports prepared by SCANA’s Audit Service Department for SCE&G and SCANA
contain highly sensitive, non-public data that informs strategic decisions by SCE&G
management. Any reports or other materials prepared by third-party consultant,
AECOM, are similarly confidential and non-public.

ek ok kok

We will supplement our responses, as noted above, as soon as possible. Please
let me know if you have questions in the meantime.

Very

J. David Black
On behalf of Dominion Energy

KCB/kms
Enclosures




SOUTH CAROLINA ELECTRIC & GAS COMPANY
OFFICE OF REGULATORY STAFF'S CONTINUING
AUDIT INFORMATION REQUEST
DOCKET NO. 2017-207-E (2nd Continuing AIR)
DOCKET NO. 2017-305-E (1st Continuing AIR)
DOCKET NO. 2017-370-E (1st Continuing AIR)

REQUEST 1-22:

Please provide a copy of the SCANA Minutes of the Board of Directors Meetings
for each meeting held from January 1, 2015 through December 31, 2017.

RESPONSE 1-22:

The documents responsive to this request contain confidential and sensitive
information. Therefore, SCE&G will make this information available for review
and inspection by ORS Staff at the Company's corporate headquarters. Access
may be coordinate by contacting Chad Burgess at 217-8141, during normal
business hours.

FIRST SUPPLEMENTAL RESPONSE 1-22:

SCE&G objects to. Request 1-22 on the basis that cerfain portions of the
documents sought -are protected by the attorney-client privilege. With respect to_
those portions of the documents that are non-privileged, that information is
confi dential and sensitive information. Due to the confidential and sensitive
nature of the information reguested, SCE&G will make the information
responsive 1o this request available for review and inspection by ORS Staff at the
Company's corporate headguarters after the execution of a confidentiality
agreement.

Responsible persons: Chad Burgess (legal matters) and Gina Champion




SOUTH CAROLINA ELECTRIC & GAS COMPANY
OFFICE OF REGULATORY STAFF’S CONTINUING
AUDIT INFORMATION REQUEST
DOCKET NO. 2017-207-E (4th Continuing. AIR)
DOCKET NO. 2017-305-E (3rd Continuing AlIR)
DOCKET NO. 2017-370-E (3rd Continuing AIR)

REQUEST 3-8:

Please provide an estimate of the type and amount of CAPEX projects planned
by SCE&G for the years 2018, 2019, 2020 and 2021. Please identify how these
CAPEX projects will be financed post-merger.:

RESPONSE 3-8:

CAPEX projects will be funded in a manner as to optimize, in the most cost
efficient manner, the capital structure for SCE&G. This would consist of some
combination of short and Jong term debt and equity, including cash from
operations. '

FIRST SUPPLEMENTAL RESPONSE 3-8:

Below is an estimate of the type and amount of CAPEX projects planned by
SCE&G for the years 2018, 2019,2020 and 2021,

Estimated Capital Expenditures

$(Millions)

2018 2019 2020 2021
SCE&G:
Generation 124 145 340 223
Transmission & Dist. 229 203 226 233
Other 12 23 28 24
Gas 98 405 130 139
Common&Non-Utility 3 1 9 9
Total SCE&G 466 487 733 628

Responsible Persons: Christina Putnam (SCANA/SCE&G) and Sarah French
(Dominion Energy)




SOUTH CAROLINA ELECTRIC & GAS COMPANY
OFFICE OF REGULATORY STAFF'S CONTINUING
AUDIT INFORMATION REQUEST
DOGKET NO. 2017-207-E (5th Continuing AlR)
DOCKET NO. 2017-305-E (4th Continuing AIR)}
DOCKET NO. 2017-370-E (4th Continuing AIR)

T 4-25:

Provide a copy of all studies, analyses, or presentations made to the Dominion
Board of Directors in regards to the proposed merger.

RESPONSE 4-25:

Dorniinion Energy objects fo Request 4-25 on the basis that cerfain portions of
the documents sought are protected by the attorney-client privilege. With respect
1o those portions of the documents that are non-privileged, that information is
confidenfial and sensitive information. Due to the confidential and sensitive
nature of the information requested, Dominion Energy will make the information
responsive to this request available to ORS for review and inspection aft
SCE&G's administrative offices after the execution of a confidentiality agreement.

Responsible Person: Lisa Booth (legal matters) and Karen Doggett
FIRST SUPPLEMENTAL RE 2F

The presentations to-the. Dominion Board of Directors responsive to this request
have been determined to not contain privileged information. Due to the
confidential ahd sensitive nature of the information requested, Dominion Energy
will ‘make the information responsive to this request available fo ORS for review
and inspection at the law offices of Nexsen Pruet, LLC after the execution of a
confidentiality agreement.

Responsible Person: Lisa Booth (legal matters) and Karen Doggett



SOUTH CAROLINA ELECTRIC & GAS COMPANY
OFFICE OF REGULATORY STAFF’S CONTINUING
AUDIT INFORMATION REQUEST
DOCKET NO. 2017-207-E (5th Continuing AIR)
DOCKET NO. 2017-305-E (4th Continuing AIR)
DOGKET NO. 2017-370-E (4th Continuing AIR)

REQUEST 4-27:

Provide a copy of all studies, analyses, or presentations made to the SCE&G
Boatd of Directors in regards to the proposed merger.

RESPONSE 4-27:

SCE&G objects to Request 4-26 on the basis that certain portions of the
documents sought are protected by the attorney-client privilege. With respect to
those portions of the documents that are non-privileged, that information ‘is
confidential and sensitive information. Due to the confidential and sensitive nature.
of the information requested, SCE&G will make the information responsive to this
request available to ORS for review and inspection at SCE&G's administrative
offices -after the execution of a. cenfidentiality agreement.

Responsible Persons: Chad Burgess (legal matters) and Gina Champion

FIRST SUPPLEMENTAL RESPONSE 4-27:

See Response 4-26. There are no studies, analyses, or presentations made to
the SCE&G Board of Directors in regards to the proposed mergef. Any studies,
analyses, or presentations made available to members of the SCE&G Board are
addressed in response to Request 4-26.

Responsible Persoris: Chad Burgess (legal matters) and Gina Champien




SOUTH CAROLINA ELECTRIC & GAS COMPANY

OFFICE OF REGULATORY STAFF'S CONTINUING
AUDIT INFORMATION REQUEST 7
DOCKET NO. 2017-207-E (5th Continuing AlIR)
DOCKET NO. 2017-305-E {4th Continuing AIR)
DOCKET MNO. 2017-370-E {4th Continuing AIR)

REQUES :

Provide a copy of all analyses performed by or for SCE&G that assessed the
monetization and/or the economics of the monetization of the Toshiba payment.

RESPONSE 4-69:

SCE&G objects to Request 4-69 on the basis that certain information responsive
to this request is protected by the attorney-client privilege. With respect to the
remaining information responsive to this request, that information is confidential
and sensitive information. Due to the. confidential and sensitive nature of the
information requested, SCE&G will make the information responsive to this
request available to ORS for review and inspection at SCE&G’s administrative
offices after the execution of a confidentiality agreement.

Responsible Person: Chad Burgess (legal matters) and Christina Putnam

FIRST SUPPLEMENTAL RESPONSE 4-69:

SCE&G objects to Request 4-69 on the basis that certain information responsive
to this request is protected by the attorney-chent privilege. With respect to
the remaining information responsive fo this request, please see
attached.

Responsible Persons: Chad Burgess (legal maiters) and Christina Putnam
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