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September 2, 2019
VIA EMAIL
Mr. Mark Bonsall, President and CEO
South Carolina Public Service Authority
1 Riverwood Drive
Moncks Corner, SC 29461
Dear Mr. Bonsall,
I am in receipt of Ms. Marcia Adams letter to you dated August 31, 2019. Upon thorough review of the letter, it is my
opinion that Ms. Adams appropriately described Santee Cooper’s responsibilities and the conditions which it is to operate
during the review process mandated by the Joint Resolution.
While I understand that Santee Cooper must have flexibility to run its business in the ordinary course during the review
process, it is imperative that no harm is done to the process and that no actions are taken to limit the General Assembly’s
ability to fairly assess and ultimately implement the plan it chooses.
In that vein, I request of you to ensure that Santee Cooper does not enter into any agreement, understanding, or contract that
would prevent the General Assembly from seeing the resolution process is complied with and not undermined. In my opinion
such action would be grounds for Board removal if the Governor so chooses.
I ask you and the Board for response to this letter.
Sincerely,

Hugh K. Leatherman, Sr.
Chairman, Finance Committee
Cc:

The Honorable Henry D. McMaster
The Honorable Nikki Setzler
The Honorable Thomas Alexander
The Honorable Jay Lucas
Ms. Marcia Adams

The Honorable Harvey Peeler
The Honorable Shane Massey
The Honorable Luke Rankin
The Honorable Murrell Smith
Mr. Dan J. Ray, Acting Chairman

Henry McMaster, Governor
Marcia S. Adams, Executive Director
OFFICE of THE EXECUTIVE DIRECTOR

August 31, 2019
Mr. Mark Bonsall, President and CEO
South Carolina Public Service Authority
1 Riverwood Drive
Moncks Corner, SC 29461
Dear Mark:
Thanks for speaking to me earlier today regarding market rumors that have come to the Department’s
attention suggesting that Santee Cooper is in discussions imminently to enter into an agreement or
arrangement with one or more investor owned utilities that includes terms and arrangements that would
potentially subvert the process set forth in the Joint Resolution. As we shared with you generally at our
July 25, 2019 meeting in Columbia and as I made clear again on our August 28, 2019 call (after you
informed me that some six weeks earlier that an investor-owned utility (“Company A”) had approached
you about entering into a Memorandum of Understanding that would, among other things, contemplate
resource sharing, joint project development and joint fuel procurement), the Department cannot and will
not permit Santee Cooper during the pendency of the process to agree to arrangements that would interfere
with the Department-run process or undercut the letter or spirit of the Joint Resolution.
I was very pleased that on our August 28, 2019 call you committed not to entertain moving forward with
Company A and additionally committed to respecting the mandate of the Joint Resolution that during the
pendency of the process Santee Cooper will run its business in accordance with the baseline plan that is
being developed with Santee Cooper in consultation with the Department’s energy consultants. Your
commitment to this approach is essential to providing process participants a level playing field in connection
with their respective sale and management proposals and also to providing the Department a baseline
against which to measure Santee Cooper’s reform proposal.
I also appreciate your assurance on our call that other than your conversations with Company A, Santee
Cooper had not in the context of the process spoken to any third-party about joint project development, joint
fuel procurement or the other matters raised by Company A and that you would not entertain such
conversations while the process of constructing a baseline plan and the population of all the necessary
information used to populate the data room is ongoing.
In light of that assurance I was quite concerned to learn last night of rumored conversations between Santee
Cooper and another investor owned utility in respect of an arrangement substantially similar to the Company
A proposal and that included terms specifically designed to disrupt, bias or circumvent the Joint Resolution
process. As we discussed, although the Department intends to investigate this rumor, until the process

South Carolina Department of Administration
1200 Senate Street, Suite 460 Columbia, SC 29201
Post Office Box 2825, Columbia, SC 29211

Ph: 803.734.8120
Fx: 803.734.9002
www.admin.sc.gov

August 31, 2019
Page 2

mandated by the Joint Resolution is complete it’s imperative that Santee Cooper avoid engaging process
participants (except as permitted to assist the Department in evaluating their proposals) or non-participating
third-parties who may seek to gain an economic or other advantage that could have a chilling effect on the
process. I appreciate that you confirmed again today on our follow-up call that Santee Cooper is not
engaged in any discussions with Company A and has reached no agreement or understanding with Company
A, but I am very disturbed that you today suggested for the first time that Santee Cooper engaged in
discussions with one or more other companies, though you refused to identify those companies or the
matters that they discussed with you.
To be clear, the Department considers such discussions, and any agreements, letters of intent, memoranda
of understanding or similar arrangements to be ones that must occur solely through and in accordance with
the terms of the Joint Resolution process. Any effort to pursue any of this outside of the process is contrary
to the Joint Resolution. To protect and preserve the integrity of the Joint Resolution and the process it
prescribed, the Department expects that Santee Cooper will run its business during the pendency of the
process in strict accordance with the baseline model that the Department’s energy consultants have been
consulted about and reviewed. The Department expects that Santee Cooper will neither initiate nor entertain
discussions with third-parties that could result in the business contemplated by the baseline plan being
undermined. For example, and without limitation, Santee Cooper should not enter into or agree
conditionally (i.e., in the event its reform proposal is ultimately selected by the General Assembly) to enter
into any:
•
•
•

•
•

joint project development agreement or arrangement;
joint fuel procurement agreement or arrangement;
agreement of any kind that would trigger any type of payment by Santee Cooper (i) in the event
that its reform proposal was not selected for implementation by the General Assembly, (ii) upon a
change of control (broadly defined) of Santee Cooper, or (iii) upon the assignment or conveyance
of any or all of Santee Cooper’s assets;
generation or transmission expansion project or program except as permitted by (and strictly in
accordance with) its Coordination Agreement with Central Electric Power Cooperative, Inc.; or
agreement of any kind which could reasonably be expected to deter prospective process
participants to engage in the process or to advantage any third-party in a manner that would cause
prospective participants to question the fundamental fairness of the process.

The Department understands that Santee Cooper must have flexibility to run its business in the ordinary
course during the pendency of the process including, for example, executing on certain items reflected in
the baseline plan of which all project participants are or will once the data room is opened become aware.
The Department has begun receiving executed nondisclosure agreements from project participants and
expects to open up the data room to participants on Monday, September 9, 2019. Save for any changes to
the baseline plan – which our consultants tell us will be minor – the template for Santee Cooper’s conduct
of business during the pendency of the process is now effectively set and the Department expects, as more
specifically set forth above, that Santee Cooper will adhere to that template moving forward.
As we’ve discussed before, the Joint Resolution expressly requires that:
“Santee Cooper shall also submit a proposal to the department . . . setting forth its plans for reform,
restructuring, and changes in operation. Santee Cooper’s proposal shall be given to the department
simultaneously with the sale and management proposal deadline set by the department.”
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Your public statements earlier this week already call into question Santee Cooper’s compliance with this
requirement. That said, in order to comply with the time requirements of the Joint Resolution, and so
long as summaries of any discussions, and any agreements, letters of intent, memoranda of understanding
or similar arrangements that underpin the baseline plan (which we expect will remain substantially
unchanged until you submit your reform proposal) are disclosed without redaction in the data room along
with the baseline plan, we believe the process can begin successfully to move forward. The process we
are running is a competitive process, where no proponent has an undue advantage. We believe that it will
allow the legislature to fairly assess alternative managers, owners and plans for providing reliable
electricity service to Santee Cooper’s customers. We cannot and will not permit any additional efforts
by Santee Cooper to advantage itself at the cost of process integrity.
In furtherance of that expectation, and in order to avoid the delay and concern attendant to our learning of
the approach of Company A to Santee Cooper, I need to be informed personally by you of any similar
contact or approach from any third party – including the identity of such third party - promptly before any
discussion occurs. In the interest of running a fair and transparent process, I need to be able to make a
determination if your discussions with a party inside or outside of our process relate directly to either your
continued implementation of your baseline plan, are in preparation for you final plan, and or might be a
detriment to the competitive process. I also expect you to make it clear to such third party that during the
pendency of the process Santee Cooper is not in a position to entertain issues such as those raised by
Company A or described without limitation above. Finally, I want to be afforded an opportunity – in my
discretion -- to initiate and participate, along with the Department’s experts, in a call with Santee Cooper
and such third party to make sure that there is no ambiguity in respect of the Department’s position on this
matter.
We hope that this letter makes clear the seriousness with which the Department undertakes its role as the
steward of this process. Our charge under the Joint Resolution expressly requires us to consider “the best
interests of the State [of South Carolina], its taxpayers, and the customers of Santee Cooper . . .” and that
responsibility in turn requires us to establish a process that provides all participants a fair and equal
opportunity to assess Santee Cooper. We cannot and will not permit any party to take any actions or steps
designed to undercut or subvert the letter or spirit of the Joint Resolution.
Thank you in advance for your cooperation and assistance in this matter. The process has a long way to go
and we need to be able to work together to implement the Joint Resolution as it is described.
Sincerely,

Marcia S. Adams

