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PROCEEDINGS

CHAIRMAN HOWARD: Please be seated. Good
morning. We'll call this ex parte hearing of SCE&G
to order. We'll turn it over to Attorney Butler to
read the docket.

MR. BUTLER: Thank you, Mr. Chairman and other
members of the Commission. We have two briefings
this morning -- two allowable ex parte briefings.
The first one will be South Carolina Electric & Gas
Company's Integrated Resource Plan. This comes
under Docket No. 2011-9-E. And we also have, under
Docket No. 2011-49-E, South Carolina Electric & Gas
Company's annual update on demand-side management
programs.

Mr. Chairman and other members of the
Commission, the dockets are in order at this time.

CHAIRMAN HOWARD: Thank you, Mr. Butler. I
believe we'll turn it over now to Mr. Burgess. Mr.
Burgess?

MR. BURGESS: Thank you, Mr. Chairman. Good
morning, Commissioners. My name is Chad Burgess.
I'm corporate counsel for SCE&G. On behalf of the
company, thank you for allowing us the opportunity
to appear before you today and talk with you about

the IRP that the company filed earlier this year.
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We've got two presenters who are going to walk
you through the IRP. They've got about a 30-minute
PowerPoint presentation. Dr. Lynch, you've heard
from him before; he's the manager of our Resource
Planning. And also we have with us Clay Young, and
Clay is going to talk to you all about transmission
planning.

After their presentation is concluded and
we've answered any questions that you may have,
we've got a second presentation that will be
conducted by Felicia Howard, who's in charge of our
DSM programs, and Kenny Jackson, who's the person
who's in charge of calculating the rates related to
the DSM programs. They also have about a 30-minute
presentation to present to you.

We are here at your pleasure. Thank you again
for allowing us this opportunity, so please feel
free to stop our presenters at any point during the
presentation and ask whatever questions are on your
mind. Thank you.

CHAIRMAN HOWARD: Before we start, I guess
I'11T apologize to Dr. Lynch now for my reference to
Ph.D.'s in a previous meeting.

[Laughter]

Glad to have you with us, Dr. Lynch, and Mr.
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Young.

DR. LYNCH: Thank you, Commissioner Howard.

No apologies necessary. I could tell you were
kidding.

Well, good morning, Chairman Howard and
Commissioners. I too appreciate the opportunity to
talk about our IRP.

[Reference: 20711 IRP PowerPoint Slide 1]

We filed the Integrated Resource Plan earlier
this year with the Commission, on February 28th, in
accordance with State Taw and Commission order.

[Reference: 20711 IRP PowerPoint Slide 2]

The objective of the IRP 1is to develop a
resource plan that continues to provide reliable
and economically priced energy to our customers,
and that meets all environmental regulations.

[Reference: 20711 IRP PowerPoint Slide 3]

The plan for this morning is for me to discuss
the forecast and the DSM impacts on the forecast,
and then our supply plan, and then turn it over to
Mr. Young, our manager of Transmission Planning, to
go through the transmission planning piece.

[Reference: 20711 IRP PowerPoint Slide 4]

Since the IRP 1is there to meet the growth on

our system, I thought it would be good and
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appropriate to start with an excerpt from the 2010
census, it seems to me, to highlight the seemingly
inexorable growth on our system and in the State.

From 2000 to 2010, the population in the
United States has grown 9.7 percent. In South
Carolina, the population has grown 15.3 percent, so
that's almost -- that's more than one and a half
times the national rate. Georgia and North
Carolina grew a little faster than South Carolina.
On the SCE&G system, we 1increased the residential
customer count by 25 percent. Projecting the next
ten years from 2010 to 2020, we're projecting a 20
percent increase. And then you can see the South
Carolina population, 2010, 4.6 million people.

[Reference: 20711 IRP PowerPoint Slide 5]

This is a picture of the historical peak
demands on our system and what we project over the
next 10 to 15 years. On the table on the right, I
have computed compound growth rates, average annual
compound growth rates, over ten-year periods. So
you can see, for the ten years ending 1980, the
growth rate was 5.2 percent, so that's from 1971 to
1980, 5% percent. Now that's pretty strong growth
and we believe it's mostly attributable to the

increasing saturations of air-conditioning on the
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system back in the '70s, so we don't expect to see
5.5 percent again on the system, unless maybe
electric cars start hitting the system, but then
the hope there with the electric cars is that most
of the Toad would be at night anyway.

In 1990 -- the ten years ending 1990, we had
2.6 percent, so that's through the '80s. In the
year 2000, 2.7 percent. The ten years ending 2008,
you've got 2 percent there. So it Tooks 1like, for
three decades, from 1981 to 2008, almost 30 years,
our growth rate has been between 2 percent, 2%
percent, in that range. Then we go to the year
2010, Took at ten years ending in 2010, it drops to
1.2 percent. Clearly, effects of the recession
that we've just gone through and hopefully are
coming out of. And then our projection, our
forecast, is 1% percent.

I'd point out, you can see how the recession
has dropped below the growth on the system, and
actually reduced the Toad. We don't see -- right
now, we're not projecting a rebound from the
recession, really. We sort of -- the way we 1ook
at it and characterize it is that we sort of fell
in a hole and now we have a normal rate of growth

starting from the bottom of that hole. And you can
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see that's what it lTooks 1like, we're just
continuing to grow the way we've always grown, but
from this lower level. Hopefully it will be a
rebound, you know, some potential for load growth
on the system, but we, right now, don't see it.

Now it is a little bit of a concern to see
here's 30 years where we're growing 2 to 2% percent
and now we're projecting 1% percent, so that gives
us in the forecast area, and I think management, as
well, a 1ittle concern, a 1little reason to ask
questions about what's going on.

[Reference: 20711 IRP PowerPoint Slide 6]

So I put -- this is a pretty detailed chart
that I've lifted from the IRP, that has some of the
details. It's very busy, lots of numbers. But I
won't go into too many of the numbers, but I want
to explain how we get to that 1% percent, or at
least what is behind that slowdown in growth.

That first column of Toad projections,
baseline trend, is where most of the work in the
forecasting department takes place. So all our
econometric models, all the statistical trends,
impacts of population growth, per capita income,
industrial production, all of that is captured in

our econometric models and generates this forecast.
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Then from the forecast we're going to subtract out
energy efficiency impacts. Now, because we don't
have historical experience with the energy
efficiency programs and some of the Federal
mandates that we're going to talk about, we can't
capture in our econometric models their impact, and
we have to sort of look forward to see what impact
they will have on the load.

So the first column here is the impacts of
SCE&G programs, starting with nine megawatts,
growing to 210 megawatts. The Federal mandates
grow over the 15 years. The Federal mandates,
specifically, there is a regulation where air-
conditioning in the summers had a minimum SEER
requirement of 13. So it went from 10 to 13 about
2006, so that was a 30 percent increase in
efficiency for air-conditioning, and we're trying
to reflect some of that on the peak demand. Also
there's the mandate on compact fluorescent 1light
bulbs. That affects the load, as well. It affects
energy more than demand, but it also affected
demand, particularly through the commercial sector.
And then, if you add those up, you get the total
impact, and that's what we're subtracting from our

baseline trend.
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And so these energy efficiency impacts are
where customers add insulation, high-efficiency
appliances, high-efficiency 1lights, something Tike
that, and then when I subtract it from the baseline
trend to get the system peak, this is sort of what
the -- this is our estimate of what the customers
are going to present to the system as the load that
we have to meet in some fashion.

And you can see we have demand response, we
have 225 megawatts of demand response, which helps
us meet that gross peak demand. Most of that
demand response 1is interruptible customers, but a
portion is standby generation. When I subtract the
demand response off, I get the firm peak demand,
and this is the demand that we're adding capacity
to meet. And that's where I was talking about
growing the 1% percent or thereabouts.

A couple of things to point out is, with the
SCE&G programs, you can see that when we get to
2021, the last five years we have leveled that off,
and we've done that in the Forecasting Department.
That's not because we believe we won't have any
additional energy efficiency impacts there or that
the company is going to shut down its DSM programs

or anything of that sort. 1It's just, in the
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Forecasting Department, we're not sure whether we
will hit that 210 megawatts in 2020, or actually 1in
2025. We just thought trending that out and
continuing that trend was risky to look at that on
the system. When you hit 210 megawatts and then
when we add the Federal mandates to that, you're
looking at over 300 megawatts' subtraction to the
peak demand -- makes me nervous. I have confidence
and experience projecting baseline trends. The
energy efficiency is a 1little bit harder, because
we haven't seen it yet. We don't know what our
programs will do, what our customers will do or
cooperate with us, so it's difficult. So we
leveled it off, just to -- I don't know -- as a way
to address that uncertainty.
[Reference: 2011 IRP PowerPoint Slide 7]

Now another way to address uncertainty is to
look at scenarios, so we have generated a high and
low forecast scenario, specifically because of the
uncertainties that we're discussing here. So our
base forecast from 2011 to 2020, I have 1.6
percent. Maybe I should clarify. 2010 to 2020, I
said was 1% percent. This is 2011 to 2020. So
this 1is pure forecast; there's no actual demands in

it. And I get 1.6 percent. The high scenario is
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2.7 percent, the low scenario is 0.4.

The high scenario, 2.7 percent, when you think
of that 30 years, it doesn't seem that high to me.
Also if we get a rebound -- for example, if you
calculated the growth rate from 2008, prior to that
recession, and looked at the high load growth, the
high load scenario, then the load growth is more
like 1.8, 1.9 percent. So we don't think high is
as unreasonable as the high might suggest.

[Reference: 2011 IRP PowerPoint Slide 8]

Another busy table that I've lifted from the
IRP, but I Tike this table because it summarizes
everything -- all the points of the IRP. And I've
covered a lot of them already. So the first seven
lines, you can see, is the load forecast. So
there's the baseline trend, the energy efficiency
impacts, and when I subtract those out, we get the
gross territorial load. And again, that's what our
customers are going to present to the system.

Demand response, our net territorial peak. We
have a firm contract demand of 250 megawatts with
North Carolina that expires after 2012. Line
seven, then, is the firm obligation or firm peak
demand that we have to add capacity to meet.

The next section of the table is our system
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capacity. We have -- so this summer, we're going
to have 5,702 megawatts available. And you can
see, looking through the future, at 1ine ten, for
example, base-load, you go to 2016, we're adding
614 megawatts, which is our first nuclear plant.
And the second one, 2019. We also have -- and
subtracting 90 megawatts, or the -90 megawatts in
2016, and that's to reflect the need to retire some
of the coal units on our system. We don't know
which units are going to be retired. We're doing
that study right now. I guess we probably won't
make a decision until some of the EPA regulations
are finalized later this year. But we know some
would be retired, and so we have this placeholder
as a first-pass estimate. Again, in 2019, we've
subtracted 210 megawatts, again, for two more units
that we anticipate having to retire.

On some of our plans, on Tine 13, we put in
firm purchases; we don't see any purchase reflected
there, so we don't believe we'll need any
additional capacity until we get to 2016 when we
have the nuclear plant on-line. If the load grows
faster than we expect it, then we will need
capacity in those years, and we're hoping to be

able to buy it in the market, sort of a one-year
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purchase, and hopefully if it's only 100 megawatts,
it's not too much capacity, we should be able to
get it without a problem.

Then 1ine 16 is our reserve margin. We plan
to have a reserve margin in the range of 12 to 18
percent. If we plan outside that range, we feel an
obligation to justify it. So you can see we're
above 12 and under 18 until the first nuclear unit
comes on, and we get to 21.2 percent. And the
justification there is we're adding a base-1load
capacity. You're always bringing a bulk -- you
know, a chunk of capacity when base-load comes on-
line, so typically you fall outside of your
guidelines or you have a higher reserve margin than
usually you want. And the economics of that base-
load -- the addition of that base-1oad capacity
justifies the high reserve margin.

But notice, then, there's only two years, so
2016 and '17 we're above 18 percent and then fall
back. The load growth takes care of that, and we
get below 18 percent. Then in '19, we add the
second nuclear unit, and we're above the 18 percent
for three years after that. And of course, we
don't know what we'll have to retire. There's a

lot of uncertainty on the load growth, a Tot of
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uncertainty with the impacts of energy efficiency,
but we feel this is a very robust plan, that if
there is more load growth, that we can respond to
it; if there's less load growth, we would be able
to retire more units, perhaps. We'll just have to
see what happens.

The other thing I want to point out is, way
out here 1in 2025, we have 93 megawatts, so we're
assuming in the IRP that we would add a peaker
there. 1It's really a placeholder. We're not doing
any cost-benefit, is it -- is a peaker justified in
2025. It's just -- you know, we didn't want to
show a plan where the reserve margin would fall
below 12 percent.

Also, I guess I should point out, if you
remember where we flattened out the last five years
of the energy efficiency programs, the last five
years were leveled off at 210 megawatts, if we
continued that trend the load would've been 150
megawatts lower and we wouldn't need this -- the
plan wouldn't need this 93 megawatts out here. So
there's not much of an impact to Teveling that
energy efficiency program.

[Reference: 20711 IRP PowerPoint Slide 9]

This is just a graphic, really, showing what
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I've already talked about. The reserve margin is
12 to 18 percent. This yellow line going up is the
amount of capacity that would reflect a 12 percent
reserve margin. The red reflects the 18 percent.
So the goal of the planning is to keep the capacity
in between those Tlines.

So this straight 1ine here [indicating] 1is our
existing capacity, and it stays in there, you know,
between those bands until 2016, and then we pop out
with the addition of the new nuclear. Then we're
above the 1ine for a couple of years, lTike I
mentioned, and then we pop out again when we add
the second nuclear plant. And then we're above the
18 percent, as I mentioned, for three years.

[Reference: 20711 IRP PowerPoint Slide 10]

This 1is another table taken out of our
Integrated Resource Plan, and it shows our 2011
supply portfolio. At the very bottom of the table
you can see 5,702 megawatts, so that's our supply
capacity. The reason I wanted to show this 1is to
point out that the first three plants -- Urquhart,
McMeekin, and Canadys, three plants there and six
units -- and I've forgotten. 700 megawatts, 700-
and- -- I forget what the addition was. But those

three units are all fairly small, 100 megawatts,
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less than 200 megawatts. I think Canadys 3 is 180
megawatts. But they're all -- none of them are
scrubbed. So these new EPA regulations may require
us to add equipment here to keep them running, to
keep them in compliance, so those are potential
candidates for retirement.

I would also mention that the years, going
back 1962 to 1953, so you're talking 50 years or
so, plus or minus, so they're pretty old to start
investing a 1ot of environmental equipment there.
We would have to think about it. But we're
undergoing those studies now and, of course, when
we complete the analysis, we'll come to the
Commission with our conclusions.

One other thing I wanted to point out is I
have 90 megawatts here at Kapstone. That's our
cogeneration facility. And at Teast half the
generation out of that facility is renewable
biomass, so it's not all coal. Half of it,
renewable biomass. And with that facility, my
understanding is that we have the largest -- or
produce the largest amount of renewable biomass
generation in the State of South Carolina, so we're
very proud of having that facility on the systenm.

[Reference: 20711 IRP PowerPoint Slide 11]

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Ex Parte / SCE&G Integrated Resource Plan 18

DSM Programs

This just shows our capacity mix. So 2010,
you can see that nuclear is 11 percent; coal, 43
percent. But when we get out to 2019, when we add
the second additional nuclear unit, nuclear
capacity 1is up to 28 percent; coal, 33 percent; and
gas, 25 percent. So we have a very balanced mix of
capacity, which affords the system a 1ot of
flexibility, depending on how -- to react to
different growth rates in fossil fuels and fuel
rates in the future.

I'T1 mention, too, 28 percent nuclear produces
a much larger percentage when you look at
generation. And that's my next slide.

[Reference: 20711 IRP PowerPoint Slide 12]

So that 28 percent of capacity generates to 55
percent of our generation being nuclear. And if
you look at non-emitting, in 2019, non-emitting
generation is up to 61 percent, and that's a
significant increase from where we are today in
2010. It was 26 percent.

Let's see -- good.

[Reference: 20711 IRP PowerPoint Slide 13]

Now, this chart shows the percent of clean

energy that we're going to generate. So the three

lines -- the slightly-trending-up 1line that I'm
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pointing to here [indicating] is the retail
generation -- the retail sales on our system. The
dotted Tine on the bottom is the percent of clean
energy that we are generating, and you can see in
2016 there's a jump up, and in 2019 another jump
up, with the addition of the two nuclear units.
And then the dashed Tine here [indicating] is the
percentage of clean energy -- well, clean energy as
a percent of retail sales. A 1ot of the renewable
energy standards quote a standard to be met as a
percentage of retail sales, and that's why we
produced this graph. You can see in 2019, the
percentage is almost up to 70 percent, and trails
off in the neighborhood of 65 or just below 65
percent. So we feel very proud about this effect
from our nuclear strategy.
[Reference: 20711 IRP PowerPoint Slide 14]

This is a projection -- well, some of the
history and a projection of the greenhouse gases
that the system 1is emitting. So starting in 2005,
we're up to $19 million tons of CO,. And after our
second nuclear unit comes on-Tine in 2019, we're
down just above 19 or 19% million tons. And you
can see we'll be -- we're below -- well, of course,

2005 levels, and 1995 levels. I think 17 percent
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to 2005 levels was a hurdle that was in the Tast
Lieberman -- the Kerry-Lieberman Bill that was
considered in the Senate, so we're well below that.
I don't think there's any other utility in the
States that can draw a picture Tike us, Tike SCE&G
has here.

[Reference: 20711 IRP PowerPoint Slide 15]

So I just wanted to finalize -- or finish the
talk with talking about some of the influences on
the plan, some of the things that have our concern.
So in the forecast, we might have -- the load may
grow faster than we expected, you know, if there's
a rebound to the economy, if the energy efficiency
programs aren't as effective as we hope. And also
on the supply side, the EPA regulations that are
currently being promulgated, we're not sure what
that's going to do to the system, what we'll have
to retire; the timing of the COL Ticense for the
nuclear units, that's also an area of concern.

But overall, even with all of those risks to
the forecast, we feel we have a very robust supply
plan, a very robust plan for meeting the Toads on
the system, and it's really the flexibility in the
plan that helps us -- helps the plan to be robust

and to give us confidence in meeting our customers'
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needs.

This is my Tlast slide. Commissioner Howard,
will you want to ask questions now, or turn it over
to transmission planning?

CHAIRMAN HOWARD: Yeah, let's ask questions of
Dr. Lynch now, if that's all right. Commissioners?

COMMISSIONER WHITFIELD: Mr. Chairman.

CHAIRMAN HOWARD: Commissioner Whitfield.

COMMISSIONER WHITFIELD: Thank you. Good
morning, Dr. Lynch.

DR. LYNCH: Good morning, Commissioner.

COMMISSIONER WHITFIELD: 1I've got a few
questions here for you. How does SCE&G's estimate
of system losses of 4.3 percent of total
territorial sales compare with the industry average
or a typical electrical utility comparable to
SCE&G?

DR. LYNCH: Well, we had -- we pulled all the
utilities in the Southeast, and so -- how many?
What is there, 50 or so? And we ranked about
seventh, I think, in that Tist. So our losses seem
to be smaller than others. Clay, do you want to
say something?

MR. YOUNG: I can, yeah. I actually looked at

that very recently, and I pulled even a more select
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group, closer to South Carolina, just the
neighboring states. And out of the 15 I looked at,
we were fourth.

COMMISSIONER WHITFIELD: Fourth?

MR. YOUNG: Fourth. Fourth best.

COMMISSIONER WHITFIELD: Also, I guess this is
probably for you, Dr. Lynch, as well. What risk do
you see, if energy efficiency projections do not
materialize?

DR. LYNCH: Yeah --

COMMISSIONER WHITFIELD: Is your plan robust
enough economically to accommodate that scenario?

DR. LYNCH: Yeah, as we 1ook at the plan as it
is now, with our projections, we have some extra
capacity. We're above the 12 percent up until 2016
when the nuclear, first nuclear plant is scheduled
to come on-line. So there is some cushion there,
you know, assuming 12 percent is the bottom point.
If the load grows faster than that, we're really
hoping we can buy, and we expect to be able to buy
some capacity for a year or two -- is probably all
we would need -- and meet the Toad growth that way.
So we feel pretty comfortable that we won't have a
problem prior to the addition of that first nuclear

unit, and of course, when we get that on-1line, we
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won't have a problem at all beyond that.

COMMISSIONER WHITFIELD: How about on the
flipside of that, what if your energy efficiency
results exceed your projections?

DR. LYNCH: Yeah, probably what we would do is
retire more of the coal units. I mentioned the six
that are really at risk. So we could either retire
them, mothball them. We might repower some of them
and just postpone the repowerment for a few years.
Also we might be able to sell some of -- if we have
extra capacity, we might be able to sell some of it
to the market and defray some of that cost. Worst
case, to be honest with you, I'd rather have a
little extra capacity on the system than not
enough, if you know what I mean.

COMMISSIONER WHITFIELD: Yes, sir.

DR. LYNCH: You know, it's the high load
growth I think that we worry more about.

COMMISSIONER WHITFIELD: Another question for
you, and I think you probably partially answered it
a moment ago, although I'm a Tittle bit -- if you
could touch on it again. Again, on the table on
page four, the energy benefits you were talking
about from the Federal mandates grew steadily

through 2020, and then dropped in 2021, then resume
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an upward trend.
[Reference: 20711 IRP PowerPoint Slide 4]

I guess my question 1is, what's behind that
2021 fall-off, and I think you said that you
leveled it off because of uncertainty, I think?
Was that your answer a little bit ago?

DR. LYNCH: Yes. Because with those SCE&G
programs, we have them growing until 2020. And
then we just -- I just held them flat for the last
five years, because we're just not sure what those
programs are going to do.

The company, our marketing group implementing
the programs are focused on the next three years.
I think the Commission has seen the costs and
impacts of the next three years. So our
forecasting had to trend that out for the IRP. And
we're just not sure when you get above 210
megawatts there, it's a significant impact on the
system, and we thought leveling them off was a
reasonable thing to do.

For example, we don't know that we're going to
hit 210 megawatts by 2020; it may not be until
2025. I just don't know. But on the other hand,
if I continued that growth, by 2025, maybe there

would be another 150 megawatts, and 1in our resource
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plan that tailing peaker, we wouldn't need to show
that on our plan. So it's so far out and so risky,
and we have these -- I'm also looking at the
Federal mandates that we continue to roll -- I'm
not sure those are correct. Those are things we're
estimating. And the other thing I didn't mention
that I worry about, too, is when you do the
baseline trends and we're correlating our 1load
growth with history, population, that sort of
thing, some of these energy efficiency effects have
already taken place, so some of it is captured in
our trend. If you look over the past couple of
years, the Federal Government has spent millions of
dollars, some of them in South Carolina, to
increase efficiency with customers and so forth.
Some of that I'm sure is picked up in our trends,
so I worry when I've got a column of Federal
mandates that maybe I'm double-counting some
things. There's just a 1ot of uncertainty, and
that's why we're doing a high load scenario and a
low load scenario, to capture that.

COMMISSIONER WHITFIELD: Thank you, Dr. Lynch.
Got a couple more here for you. When will the
third-party results from mercury removal efficiency

as a result of the SCRs and wet scrubber
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installations, discussed on page 18, be available?
I think you -- yeah, page 18.

DR. LYNCH: Of the IRP?

COMMISSIONER WHITFIELD: Yes, sir.

DR. LYNCH: 1It's not in my area, but I would
think, after years of experience, we would have
some measurement of what is being emitted. So
later on this year, probably.

COMMISSIONER WHITFIELD: Later on this year?

DR. LYNCH: I would think.

COMMISSIONER WHITFIELD: You expect these
technologies will assist SCE&G in compliance with
EPA's Utility MACT Rule?

DR. LYNCH: The -- I know the combination of
the SCRs and the scrubbers remove a 1ot of the
mercury, but we don't -- I don't know that we know
exactly what the 1imit on mercury is going to be,
and I don't think the rules are finalized till
November. So I know they help, they help you get
there, but I'm not sure we know exactly what they
mean yet.

COMMISSIONER WHITFIELD: For mercury.

DR. LYNCH: For mercury.

COMMISSIONER WHITFIELD: Also on page 27 of

the IRP, you predict that the potential EPA
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regulations would force the retirement of much of
the country's coal capacity. Now that the EPA has
proposed the Utility MACT Rule and regulations on
cooling water intake, what impact do you expect
these rulemakings to have on SCE&G?

DR. LYNCH: I don't know. I'm sure other
people in the company are looking at that. I'm not
sure what it would mean. Presumably, that we would
-- it may mean investment in more facilities if we
have to, but I don't know.

COMMISSIONER WHITFIELD: Thank you, sir.
That's all I have, Dr. Lynch. That's all I have
Mr. Chairman.

CHAIRMAN HOWARD: Commissioners? Commissioner
Hall.

COMMISSIONER HALL: Thank you, sir. Good
morning, Dr. Lynch.

DR. LYNCH: Good morning.

COMMISSIONER HALL: I wanted to ask you about
the table in the IRP on page four.

DR. LYNCH: Yes, ma'am.

COMMISSIONER HALL: Okay. I understand that
you indicated in the 2010 IRP that the energy
efficiency programs would reduce sales by 225

gigawatt-hours in 2011, but this year you project
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only 72 gigawatt-hours, so I was just curious to
know - -

DR. LYNCH: Oh, why the difference?

COMMISSIONER HALL: Yeah.

DR. LYNCH: I believe that's -- I'm trying to
think now how we changed that. I think the biggest
impact was with the -- part of that energy has to
do with the compact fluorescent bulbs, we have that
-- that was going to be a reduction, and I believe
we started to think that so many bulbs have been
sold already, that maybe all of that impact
wouldn't be there. So I think that's the biggest
impact.

COMMISSIONER HALL: Okay.

DR. LYNCH: 1I'd have to go back to dig
everything out, to really explain it.

COMMISSIONER HALL: Okay, thank you.

CHAIRMAN HOWARD: Commissioners?

COMMISSIONER FLEMING: Mr. Chairman?

CHAIRMAN HOWARD: Commissioner Fleming.

COMMISSIONER FLEMING: Good morning.

DR. LYNCH: Good morning, Commissioner.

COMMISSIONER FLEMING: I'm dealing with
allergies this morning, so excuse me if I sneeze

along the way. On page five of the IRP, you have
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only 225 megawatts of demand response from year
2011 through 2025. Are there steps that can be
taken to encourage more of that? Are you Tooking
at steps to encourage more than that amount of
demand response?

DR. LYNCH: Well, there was one hope to expand
the standby generator program. We have about 16
megawatts there. But we're still waiting --
there's an EPA regulation that may kill that
program -- something about emergency generators
having to be modified to comply with the rules.
Beyond that, we don't have a plan right now to
expand it. As we go in the future, I guess we'd
look at that and see if the opportunity arises, or
if the need or value on the system comes about.
Right now, when you look at our forecast, we don't
need any capacity, so there isn't a need, a reason
to expand the interruptible program anyway.

And the other thing that we're studying and s
part of something I maintain is, if we have a 12
percent reserve margin, there's -- I believe
there's a minimum amount of generation required on
the system to support meeting the load throughout
the year, so I'm not sure the system could handle

too much more demand-side management or
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interruptible programs.

COMMISSIONER FLEMING: Have you compared that
with other comparable companies as yours, what
their demand response is?

DR. LYNCH: Well, the comparisons I have made,
if you look at our system, 225 over the 5,000, I
think we're 1ike 4% percent, something in that
range. If you Took around the country, I have
compared to subregions -- 1like VACAR, for example.
I thought VACAR -- I'm trying to remember -- was
something T1ike 2% percent. I haven't Tooked at the
numbers in a while. But VACAR; SERC was down at 2
percent, I thought. So we seem to have, when you
look at subregions, we seem to have more
interruptible capacity than a Tot of other systems
around the country.

Florida, I recall 1in particular, had more than
us, and Florida had 7% percent on one of the
charts, and I imagine that has been changed. But
in Florida they're mandated to have a 20 percent
reserve margin. If SCE&G was mandated to have a 20
percent reserve margin, we would meet that with
more demand response, as well. So with Florida,
just as a quick example, to have a 20 percent

reserve margin and 7 percent demand response, then
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they have 13 percent backed by generation, physical
assets. On our system, if we're at 12 percent and
we have 4 percent as demand response, then you're
talking about 8 percent backed by generation. So I
mean, that plays into it, as well.

So I thought we were doing -- we were
reasonable, maybe better than most, is what I
thought.

COMMISSIONER FLEMING: Okay. And let me ask
you, on the chart that you had on the screen today,
on page nine, on the reserve margin, why is there
such a dip projected in 20137

[Reference: 2011 IRP PowerPoint Slide 9]

DR. LYNCH: That's the drop in load -- our
firm contract to North Carolina, 250 megawatts.
That drops the load, so will drop the need for
capacity.

COMMISSIONER FLEMING: Okay. Al11 right. And
I wanted to ask about the scenario -- future
scenarios that you had. Would that be for you, or
would that be for Mr. Young?

DR. LYNCH: For the IRP, it would be for me.

COMMISSIONER FLEMING: okay. Which one of
those scenarios do you think is the most probable?

The greener scenario, the higher-growth one, or the
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base case, business as usual?

DR. LYNCH: My guess 1is the future 1is going to
be a combination of all of them. So I think the
future is going to be green -- greener still than
it is today. I worry about the load growth. I
think our load will grow faster than we're
expecting. Just -- electric cars will be a big
impact, but when all of that takes place, maybe
that's beyond the ten-year horizon. So we're not
sure on those scenarios which one is more probable.
It's more -- we didn't assign probabilities to
those; it was more a discussion of things that may
happen that will impact the load and the supply
plan and our resource plan, things to sort of worry
about and think about. But I don't really have a
probability or a clear expectation that one
scenario is more relevant than another.

COMMISSIONER FLEMING: Okay. So you've kind
of -- you've built in, it sounds Tlike, the
flexibility of, whichever way it goes, that you --

DR. LYNCH: Well, we -- we think our plan is
-- we feel Tike we're in a good position. SCE&G
feels we're in a good position in terms of the
supply and meeting the loads, because we've already

decided on the nuclear plants, our supply plan is
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anchored by those two facilities that we're going
to build, and we're able to move around -- if the
load grows faster, it won't grow too much faster
than it is now, so we think we're able to Tean on
the market to get a few hundred megawatts, if
necessary, to supply for a few years until we get
the nuclear plants on-1ine, so we have that kind of
flexibility; if the load doesn't grow as fast, then
there's no risk of not meeting the customers'
demands, you know, if the load is too Tow. That's
not the same kind of worry you have when the 1load
grows faster than that.

So it seems to me whatever happens, I think
we're in a pretty good -- a pretty good situation.
Even, I'd mention too, with the EPA and perhaps if
we have to retire coal faster than we need, most of
our coal units can burn gas, as well. So you don't
want to -- you prefer not to run gas through a
boiler in a coal plant. 1It's not a very efficient
way to generate energy, but we could do it for a
few years, if necessary. So there's a 1ot of -- a
lot of play in our plan to meet an uncertain
future.

COMMISSIONER FLEMING: And, you know, you're

saying that the reserve margin, once the nuclear
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comes on-1line, will bump up, you'll have a higher
percentage than you anticipate.

DR. LYNCH: Yes.

COMMISSIONER FLEMING: So are you, at that
point, planning to hopefully sell off some of that,
just as you're hoping to buy some, if you need it,
before you get the nuclear plants on-1ine?

DR. LYNCH: Yeah -- well, offsetting the cost
to our customers is always in the back of
somebody's mind, and I'm sure we have a power
marketing group whose job it 1is to buy and sell,
trade, to minimize the cost on the system, either
sell excess or bring in, buy, power that's cheaper,
economy energy, that sort of thing. So I know
they're looking at that, thinking, "How are we
going to capture benefits for the system from
that?" Right now it's too far away to really -- 1
think to plan a sale. Plus, what did I -- 1
mentioned there's only two years where we're above
the 18 percent. So it's not a lot of capacity
there. 1It's not 1like we can sign a ten-year
contract based on that capacity being above 18
percent.

And then if you -- then I'1l1l point out again,

when you're bringing a block of base-load so big
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and then you want to build it big to get the
economies of scale, you're going to go above, pop
outside the range of the typical reserve margin
that the company plans for.

COMMISSIONER FLEMING: And with the debate I
guess that's going on between clean energy -- I
don't know that it's actually a debate, but the
discussion -- and renewable energy, could you talk
a little bit about your perspective on that, for
the future?

DR. LYNCH: Well, I guess one of the big
worries we have in resource planning is that there
would be a renewable portfolio standard and someone
would mandate a certain level of offshore wind, for
example, or solar power, or even renewable biomass.
We believe it would be uneconomic and it's adding
capacity that we won't -- that we don't need. We
also see that our strategy has been to add nuclear,
which is very clean and is a great deal of energy
coming from nuclear, a Tot more than you would ever
get from wind or solar. And our customers are
paying for the nuclear; we don't want them to have
to pay for, you know, wind or solar, which as I
mentioned, would be very uneconomical anyway. So

you worry about that.
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With, rather, a clean energy standard, that
part doesn't worry us, because if you can count the
nuclear, you can see that it does affect our
generation significantly. It makes most of it very
clean, and we would be able to comply with any
standard and certainly would easily meet any
standard that any other utility could meet. So the
clean energy part, that doesn't worry us much.

COMMISSIONER FLEMING: So you really are --
sounds as if you're banking on the clean energy
side of the issue, more than the renewable.

DR. LYNCH: Yes, we would Tike nuclear counted
as a clean -- because it 1is a clean energy. It
makes so much sense, when you look at the world
today and the environment and so forth. Nuclear is
just a very logical approach to the problem.

COMMISSIONER FLEMING: Okay, thank you.

CHAIRMAN HOWARD: Commissioner Mitchell.

COMMISSIONER MITCHELL: Thank you, Mr.
Chairman. You sort of touched on my question
there, and I appreciate it, and it was sort of a
follow-up to Commissioner Fleming about the Clean
Air Act and what initiatives -- you talked about
that on page 18, and describe pollution controls

that are in place, and the Clean Air Interstate
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Rule. Do you feel 1ike there are enough -- there
are technologies in place already now, sufficient,
for the reductions under this rule, the Air
Transport Rule? Do you think -- and I believe you
touched on it -- maybe even new nuclear development
might aid in this? Was I following you correctly
along this 1ine, as far as clean air and the rules
that you have to make in the future? So you feel
like, with the increase in nuclear, maybe -- what
I'm asking, are there technologies in place now,
you feel, to meet these mandates? Or do you see
nuclear playing a part of that, or --

DR. LYNCH: Well, if there's any system
standard, then nuclear I would think would play a
part. At least I hope it does. So if there's a
clean energy standard, some percentage of your
retail sales, that sort of thing, the nuclear will
play a part in it. For SCE&G it certainly would.
Part of our concern is with the MACT standards. If
EPA requires every plant to have a maximum
achievable control technology so each plant -- it's
not meeting a standard for the system but it's each
individual plant, then there are some of our plants
that won't meet that standard -- the six units I

mentioned -- and we would have to do something to
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invest in.

In terms of technology, I'm not -- you know,
I've asked the question about mercury. I'm not
sure how we -- well, I'm sure there's technologies.
The SCR and the scrubber takes a lot of the mercury
out, and then you'd have to use some kind of -- to
go beyond that, some kind of absorbent that you'd
throw into the flue gas. I'm sure you could
collect it, as well. So I'm sure there's a
technology.

COMMISSIONER MITCHELL: Yeah, and I guess what
my point, and along with -- you always get the pros
and the cons of nuclear. But as nuclear plays a
bigger part, then it could very well aid us in
developing cleaner air, mercury emissions. It
would take coal-powered plants, in secreting these
emissions, and then it'd be really helping
everything. Am I following you correctly that --

DR. LYNCH: Yes.

COMMISSIONER MITCHELL: -- the whole
environment could be helped, under your belief, and
what the company stands for now, and --

DR. LYNCH: Well, it seems --

COMMISSIONER MITCHELL: -- increasing it?

DR. LYNCH: -- I think in the country I have
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heard the statistic that 50 percent of the energy,
or more than that, is generated by coal. And if
we're going to get rid of all the coal plants 1in
the country -- which seems to be the road that
we're going down -- how are you going to generate
that energy? I think nuclear is the only answer
right now.

COMMISSIONER MITCHELL: Okay. And you did
also speak about, and we talked a little about the
carbon capture there on page 27, and sequestering
technology, and we're talking about adding to
natural-gas-fired plants. How do you see that
technology working? 1Is that more effective? Or --
you may be able to answer this question. Is that
-- do you see that affecting the natural gas
development, and where we are right now?

DR. LYNCH: What do I believe?

COMMISSIONER MITCHELL: Yes, sir. Yes, sir.

DR. LYNCH: I think if the carbon capture gets
mandated and is applied for coal, and then you're
going to have the transportation system moving that
compressed carbon dioxide to storage facilities,
the next target would have to be natural gas.
Natural gas emits, well, half as much CO, as coal

does per megawatt-hour, but it still -- if we're
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going to burn a 1ot of gas, it's going to be a lot
of carbon dioxide. If the goal 1is to get rid of it
and store it, then I would think the next set of
units would be combined-cycles.

COMMISSIONER MITCHELL: Right. And how does
the new phenomenon of the shale gas -- how do you
see that fitting into the picture, as far as maybe
meeting some of these requirements? And as far as
the price, and the price that is affordable now,
and how that could change with different
environmental restraints or -- just give me a
1ittle summary of your prediction of this new
phenomenon of shale natural gas.

DR. LYNCH: Well, shale gas is keeping the
price of natural gas in the market Tower,

certainly, than it would otherwise be. My

understanding is that we're getting a deal -- the
industry is getting a deal -- because some of these
shale plays have to be -- in order to keep the Tland

or the leases, they have to produce gas, something
along those lines. So the price of the shale gas,
I think, would gravitate up a Tittle bit, hopefully
not too much.

But the thing that's worrisome is that the EPA

is now studying it, the environmental 1impacts. I
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think it was three -- was it three Democratic
senators came out a few weeks ago with a report
saying that diesel fuel being -- millions of
gallons of diesel fuel being injected, you know,
underground to produce the gas. So I see the
environmental costs and regulations and so forth
starting to -- may drive the cost of shale gas up
significantly.

COMMISSIONER MITCHELL: And I assume that the
company's more-or-less position is, and I believe
you stated that earlier, is, doing as much as you
can as efficiently and as economically as possible
to still keep protecting the ratepayers.

DR. LYNCH: Right.

COMMISSIONER MITCHELL: Didn't you state that
earlier --

DR. LYNCH: Yes.

COMMISSIONER MITCHELL: -- as far as
everything you can possibly do? I think -- prices
are going up very fast, anyway, and making it
economically feasible to continue.

DR. LYNCH: The world is full of uranium;
there's a plentiful supply of uranium, so uranium
prices seem to be very stable. So having these two

new nuclear plants will be a very good bonus to our
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customers once we get them on-line, because those
prices would be stable. And then we'd have the gas
and the coal to play against each other, depending
on where the gas goes. If gas shale keeps the
price down, we have a lot of capacity with
combined-cycles, our Jasper and Urquhart units, so
we could burn a 1ot of that gas 1like we're doing
today. If the prices do go up, then we could lean
more on coal, hopefully. So having the mix of
capacities in the future, we think, is the only way
to go. It provides a robust response to future
uncertainty with fuel prices.

COMMISSIONER MITCHELL: Thank you. Thank you,
Mr. Chairman.

CHAIRMAN HOWARD: Commissioner Hall.

COMMISSIONER HALL: Thank you. Thank you, Mr.
Chairman. Dr. Lynch, you mentioned electric
vehicles. I wanted to ask you, is the company
currently doing any studies to meet -- to determine
maybe what predictions you might get from customer
usage from that?

DR. LYNCH: Well, we have a car -- I think
you've seen it -- that's an electric car, and which
we've studied, you know, how much energy that uses.

But what the cars will look Tike in the future, I'm
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not sure, and what the load will be. So, we have
not rolled those into our forecasts, what it would

mean for our peak demand forecast. I know we stay

current -- we try to stay current, anyway, and
involved in the market. I think we -- there were
some charging stations that we -- did we donate

them? I don't know, but the City has put out,
somehow, with the help of SCE&G, so we're hoping to
monitor those to see what goes on. But I don't
have them in the forecast.

One thing -- it's on my mind, because I've
seen that some utilities do actually project some
saturation of electric cars and have a resulting
higher load forecast because of it. So we haven't
done that yet. But it's something that we're
looking at and trying to figure out what to do.

COMMISSIONER HALL: Duke has filed a pilot
program with electric vehicles. Do you anticipate
E&G doing something similar?

DR. LYNCH: No -- that -- it wouldn't come out
of my department, so it may be something in the
works that I don't know about. But I think no. I
think no.

COMMISSIONER HALL: Okay. Thank you, sir.

CHAIRMAN HOWARD: Dr. Lynch, I have a couple
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of questions. How many customers are served under
the time-of-use and real-time pricing, as you
discussed in the -- as was discussed in the IRP?
And of that number, how many are residential?

DR. LYNCH: I don't know the customer count,
but there are not -- we don't have very many
residential customers on the time-of-use.
Commercial time-of-use 1is mandatory for large
commercial customers, so they are all on -- that is
Rate 24. But the time-of-use for residential, a
handful, couple of dozen I think, the last time I
-- I would think.

CHAIRMAN HOWARD: Do you have any programs,
looking for alternative cost-effective programs
that could increase your residential participation?

DR. LYNCH: 1I'd have to -- I guess I'd have to
think about it, and maybe someone in the Rate
Department is. But some of the programs that we
have, a customer may be able to get more benefit
out of some of those efficiency -- what I'm
thinking, if you have a thermostat control that's
automatic or something, you might be able to get
more out of the time-of-use rate. I don't know of
any specific programs, to think about it, but maybe

Ms. Howard, when she speaks about the demand-side,
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programs.

CHAIRMAN HOWARD: Okay.

DR. LYNCH: I don't know.

CHAIRMAN HOWARD: I was going to ask Mr.
Hendrix. I see him sitting there nodding off. But
you mentioned something about the rate school --
or, your rate group.

[Laughter]

The same with net metering. How many net-
metering customers do you have on your system; and
in your opinion, is it time to reevaluate the
criteria for acceptance of being selected as a net-
metering customer?

DR. LYNCH: Well, I think there's -- it's more
than 40, and I don't know the exact count. Maybe
as many as 50. And I don't know of any reason to
reevaluate the criteria. I don't -- I'm not
involved too much with the program, other than --

CHAIRMAN HOWARD: Evaluating that? You also
discussed PaCE. What is the status of the Palmetto
Clean Energy Corporation, and -- what is the status
of it now? How many customers currently
participate? How many renewable megawatts have
been produced as a result of the program?

DR. LYNCH: I'm trying to remember. I'm
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afraid to give you a number. I don't know. I
don't know, sir.

CHAIRMAN HOWARD: Just for curiosity's sake,
could you find out and get back to me with that?

DR. LYNCH: Absolutely.

CHAIRMAN HOWARD: I don't want to say a late-
filed, but just get me just that question?

DR. LYNCH: Yes.

CHAIRMAN HOWARD: What is the status -- and I
guess I should've known this and Tooked at it
before I came in, but I didn't. What is the status
of the Orangeburg contract, the City of Orangeburg?

DR. LYNCH: Well, I think we've just signed a
long-term contract with them, so the current
contract, I think that expired in 2012, and then
they've signed up for -- is it ten years?

CHAIRMAN HOWARD: I thought it was --

MR. YOUNG: Ten years.

DR. LYNCH: Ten years.

CHAIRMAN HOWARD: I didn't see this in your
firm contracts. Is that because that's a wholesale
contract, or why wouldn't that be listed as a
possible --

DR. LYNCH: Well, Orangeburg, we consider part

of the territorial load, so that's part of our
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baseline trend and it's incorporated in there.

CHAIRMAN HOWARD: Okay.

DR. LYNCH: That other thing was an off-system
sale to North Carolina.

CHAIRMAN HOWARD: Okay. You mentioned -- and
I'm sorry I didn't catch it, but you were going
over, I guess, your chart on page ten, and I
thought you said none of those plants were
scrubbed. How many of your coal-fired plants --
how many of those plants are scrubbed or not
scrubbed, or are none of them scrubbed? I know
some of them are scrubbed.

DR. LYNCH: Yeah, all the big ones, so
Wateree, Williams, and Cope are scrubbed -- have
scrubbers on thenm.

[Reference: 20711 IRP PowerPoint Slide 10]

CHAIRMAN HOWARD: And the smaller ones, the --

DR. LYNCH: Urquhart --

CHAIRMAN HOWARD: Urquhart.

DR. LYNCH: -- McMeekin.

CHAIRMAN HOWARD: Are not scrubbed?

DR. LYNCH: Are not.

CHAIRMAN HOWARD: In your chart, in the
generation mix, you indicated that in 2019, the

nuclear mix would be somewhere 1ike, I think, 55.9
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percent, or 56 percent?

DR. LYNCH: Yes [indicating].

CHAIRMAN HOWARD: The next slide is the one
I'm talking about -- no. That might've been right.

DR. LYNCH: Capacity?

CHAIRMAN HOWARD: Go back one. Yeah, that's
the one I'm talking about. Yeah.

DR. LYNCH: Okay.

[Reference: 20711 IRP PowerPoint Slide 12]

CHAIRMAN HOWARD: You mentioned it's 56
percent. In 2019, that 56 percent, how will that
equate with the rest of the United States? Will
that put us pretty well the Targest state in
nuclear generation, compared in our generation mix?
Or do you know how that compares? Do you
understand my --

DR. LYNCH: Yeah, so South Carolina I think
would have -- if it's not the state with the most,
the highest percentage of nuclear generation, it
would be very close. But I don't know -- I haven't
-- that's not something --

CHAIRMAN HOWARD: Yeah, I think we would be
pretty close. And if I recall, in the Base Load
Review Act hearing we had on Jenkinsville, I

believe your projected annual growth was 1%
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percent, if I'm not mistaken. If I'm not mistaken.
Is that correct? Is that the growth y'all
projected?

DR. LYNCH: I think it was higher than that,
because it was prior to the recession. And the
recession, I think, knocked us down. And then
since then, we've put all these energy efficiency
programs in place. So I think our projection now
is lower than what we had with the Base Load
Review.

CHAIRMAN HOWARD: I was curious -- again,
another curiosity question. But your contract with
Boeing and your solar panels, you don't consider
that in your base-load mix, because that's a
specific -- let's just say site-specific location?
Or do you consider that in your base-load mix, your
solar panels at Boeing?

DR. LYNCH: Well, it's an SCE&G generator, so
we'll start adding it to our mix. The deal wasn't
signed for the IRP, so it's not reflected here,
today.

CHAIRMAN HOWARD: Okay. Commissioners, any
other questions?

COMMISSIONER MITCHELL: I did have one other

one.
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CHAIRMAN HOWARD: Commissioner Mitchell.

COMMISSIONER MITCHELL: Dr. Lynch,
Commissioner Hall asked you about the electric
cars, and I was just curious. I mean, we hear that
that's supposed to be a phenomenon that's going to
explode. However, you know, the ethanol situation
was another phenomenon that was supposed to
explode, and it appears that a Tot of people, you
know, have sort of changed their opinion of that.
But me being a farmer, I knew how it was going to
drive the price of feed up, and bread, and food,
and everything else, and not a Tot of people wanted
to -- I'm just asking this question in relation to
-- have you considered or Tooked into the situation
of instead of the electric cars, once again, the
phenomenon of natural gas and the shale gas? I
know of a guy that Tives in Charlotte that just
purchased a natural gas car, and he has a fleet,
and he Toves it so much that he's actually now
considering using trucks on natural gas. He's
using his own personal car and it's working better
than he ever thought it would. And I just -- you
know, When you're talking about efficiency and when
you're talking about exploring more American

possibilities, do you think it would be viable to
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do some studies and consideration on that versus
the electric car situation? Or have you all talked
about that? I mean, we're looking into the future
now, and sometimes the future changes fast --

DR. LYNCH: Yeah.

COMMISSIONER MITCHELL: -- and by some of the
ex parte presentations that we have had, this seems
to be a phenomenon that has really exploded, if we
have the environmental issues taken under concern.
I just wonder have you considered maybe doing some
more studies on that? And just some things I read
about the electric car situation -- and correct me
if I'm wrong -- that if it's more than two or three
per block, then there must be a 1ot of adjustments
done to the transformers, in cities where this
might happen, and --

DR. LYNCH: Yeah.

COMMISSIONER MITCHELL: So I guess what I'm
asking, maybe I would appreciate some studies
looking into these possibilities and what the
future might hold, when we have other reports Tlike,
you know, you coming to us with ex parte
presentations. And give me your thoughts on what
I've said.

DR. LYNCH: Yeah. Well, I would guess if the
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gasoline engines now are going to be powered by
compressed natural gas instead, that wouldn't
affect our electric system, so I would have to put
on a gas hat for that one. And I haven't -- I
mean, the gas people at the company may be thinking
about it. We haven't really discussed it. But
I'T1 bring it up and start thinking about it with
the guys.

COMMISSIONER MITCHELL: Thank you.

CHAIRMAN HOWARD: Thank you, Dr. Lynch. Mr.
Young.

MR. YOUNG: Yes, good morning, Chairman Howard
and Commissioners.

[Reference: 20711 IRP PowerPoint Slide 16]

My comments today are going to focus on
several main areas in transmission planning.
First, I want to talk about the objectives that we
use in planning the SCE&G transmission system. I'm
going to talk a Tittle bit about criteria and rules
that we must meet when we're designing our system.
I'm going to talk at a very high level about our
planning process, about how we go from the criteria
that we must meet, to an actual plan, in terms of
expanding the transmission system. And I'm going

to talk a Tittle bit about efforts with other
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utilities that we have in the area and throughout
the United States.
[Reference: 20711 IRP PowerPoint Slide 17]

I'17T start off with the objectives. These are
the main things that we want to accomplish when we
are planning SCE&G's transmission system. We want
to identify transmission expansion and
modifications to safely, reliably, and economically
transmit electric power from SCE&G generators to
SCE&G customers. That is primary, the first thing
on our list, is we want to make sure that our
customers can get the power to their load points
where they are consuming power, for reliability,
and safely, and economically.

Also, we want to be able to transmit electric
power from off-system purchases to SCE&G customers.
Dr. Lynch mentioned there will be occasions when
it's more economical to purchase power than it is
to generate it ourselves, or there may be a
reliability issue where we've Tost generation on
the system and we need to make a purchase from the
market just to make sure the Tights stay on. So we
want to make sure our system can bring that power
in from other systems, coming through the 1ines

that connect our systems with our neighboring
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systems, that power will actually flow into our
grid and through our grid until it arrives at the
customers' load points and serves them.

We also want to provide interconnection
service to all generators. I'm going to talk a
little bit more in a minute about a FERC order that
mandated that every generator that desires to
connect to our grid, we must provide that service.
We had another FERC order that opened access to our
transmission system, that we want to provide
transmission service to all wholesale customers,
marketers, and generators; anyone that wants to
move power, in, out, or through our transmission
grid, we're required to provide that service. And
then, of course, we want to maintain synchronism
with the Eastern Interconnection. And I'11 explain
a little bit more about Eastern Interconnection a
1ittle bit later, but that basically -- if you Tlose
synchronism with the grid, with the Eastern
Interconnection, that's the beginning of a wide-
area blackout, and so obviously that's important
that we maintain that synchronism.

A1l of this that I have on the 1ist here, we
do all this while maintaining compliance with NERC

or ERO standards. SCE&G has our own internal
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planning criteria that we must meet. And then we
have FERC rules that govern much of what we do,
that we must meet.

[Reference: 20711 IRP PowerPoint Slide 18]

Talk a little bit about the ERO standards:
North American Electric Reliability Corporation.
Back in 1996, this organization developed a set of
standards that, at that point, were just voluntary,
but I believe all players in the industry
recognized the importance of meeting those, so even
though there was no penalty or sanction associated
with it, I believe systems were designed to this
national standard. Everybody's kind of designing
their transmission grids to the same level.

The Energy Policy Act of 2005 made these
standards mandatory. They became law. The Energy
Policy Act established the ERO, which is the
Electric Reliability Organization, and it gave that
organization the right to develop standards,
monitor compliance to those standards, and penalize
and sanction those who did not meet compliance with
those standards.

FERC received authority to approve all the
standards. Anything that is FERC-approved, we must

meet. These standards have come under continuous
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revisions since they were developed in 1996. We're
working on these almost daily with what comes out
of NERC and their standards-development process.

As far as transmission planning goes, there is
a group -- these standards are in separate groups
-- there is a group called the transmission
planning standards, abbreviated TPL there, that
works directly with my responsibility and what we
must design our transmission system to be able to
withstand. And I've got some links up there; you
can use those to go to those documents.

[Reference: 20711 IRP PowerPoint Slide 19]

I also want to talk about SCE&G criteria.
Back in -- for those of you who remember, back in
the late '60s, New York had several blackouts. And
in my words, the Federal Government, Congress,
said, "Electric industry, fix your problem or we
will." And so the response to that by most of the
companies in the industry was to develop a planning
criteria that would govern exactly how they're
designing their system. And we were obviously
comparing notes, because if you look at everybody's
individual internal company planning criteria, you
see a lot of similarities. But we also at that

point established, or committed to that we would
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work with our neighbors, and beyond our neighbors,
to make sure that what they're planning to do, what
we're planning to do, is going to work together,
because we're all part of one power system out
there.

And we file a FERC 715 annually, and it
includes the exact standards that I'm talking about
here, so if you care to read those, there's a Tink
right there that will take you to that document.
When you get there to that FERC 715 filing
document, just go to Part 4 of that document, and
it will show you the SCE&G criteria. And there's a
lot of good information in that document, too,
about the transmission planning process.

[Reference: 20711 IRP PowerPoint Slide 20]

I'd Tike to summarize the standards that we
talked about. If you look at the NERC standards
for the TPL standard I mentioned, it's two pages
long of things that we must test our system for, to
make sure that the system can tolerate this event.
And SCE&G's criteria is more than a page Tong, so
this is only just a subset of what's on that 1ist,
but it is some of the more important ones and some
of the ones that will typically drive expansion on

the transmission system.
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The standards require that at any load level
that we plan to operate our system -- so that's
where our customers are consuming, light load, 3
a.m., on a spring morning when there is very Tlittle
load out there, to when it's 102 degrees in August
and there's a 1ot of load out there -- at every
load Tevel we must be able to determine that if we
lose any transmission 1ine operating at 115 kV or
above, our system can tolerate that. "Tolerate"
means that the event can happen and we do not have
any other facility that's overloaded, we do not
have any other facility that is operating outside
of acceptable voltage ranges, low and high, 1in
these cases. So that's -- when I say "tolerate"
that's what I mean.

We also Took at the loss of any transmission
transformer. That's the big substations that
connect the transmission grid together. If we lose
one of those transformers, we still must be able to
serve customers, nothing overloaded, and all
voltages within range. We look at the entire
generating capability at any one plant.

We also Took at any substation section and the
associated facilities at 115 kV. So inside a

substation, if there's multiple lines at a
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transformer, and a generator, and a capacitor
connected to that section, we have to lose all that
equipment at one time.

We Took at all transmission lines on a common
structure. If we have multiple lines on a single
pole, we look at Tosing both of those Tines.

Any single facility, followed by system
adjustments, followed by the Toss of another single
facility. And that Tast bullet is typically what
drives expansion on SCE&G's system. When we're
running our tests and we find out we've got
something that's overloaded or something that's out
of the voltage range, it's typically because we're
simulating something Tike that: We've lost a
transmission line. The standard allows us to look
for an adjustment. We can redispatch, we can
reswitch the system, we can serve load from that
direction [indicating] rather than that direction
[indicating]. But we must be able to adjust the
system such that it can tolerate the next event,
and if we can't find an adjustment to put in
operations before that next event, then we have a
compliance issue there. And so that typically
tells us we've got to go build a new line, we've

got to go increase the capacity of an existing
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line, we've got to go add another transformer,

increase the capacity of a transformer, go in and

put a capacitor installation to support voltage.
[Reference: 20711 IRP PowerPoint Slide 21]

ERO rules. I mentioned that we are doing all
this planning while we are making sure we comply
and adhere to these. Order 888 was the Open Access
Rule back in 1996 that allowed anyone to use our
transmission wires on a similar basis, equal basis,
to how we use our transmission wires.

At that same time, Order 889 came out. That
OASIS stands for Open Access Same Time Information
System. It is the means that we report to every
user of the system, whether it's the market or a
generator or a load, we report the capabilities of
our transmission system and what's available for
them to purchase in terms of sending power in, out,
or through. The OASIS is also the mechanism that
they actually make a request for transmission
service on the system, and it's the way we
communicate with all customers that are using our
system, including our own affiliated power
marketing group. They use the same process as any
other marketer out there.

Order 2003 was the Generator Interconnection.
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We basically have a standard method; all industries
in the United States have a standard method now, of
what you do and how you handle generator
interconnections, and it applies to SCE&G self-
built options. We push our own self-built
generation requests through these same procedures
that we would an independent power producer.

In 2006, Order 2006 came out, and it was
another generator interconnection order, but it was
focused on smaller generators, less than 20
megawatts. It was mostly about the idea that wind
was coming and we would need a streamlined, less --
more timely process to get smaller generators
connected to the system, and so that's kind of just
a streamlined process of Order 2003.

Order 890 required that all transmission
providers, transmission planners -- like me -- have
an open and transparent planning process. SCE&G's
effort with this, in concert with Santee Cooper,
was to create the South Carolina Regional
Transmission Planning Process, and we have
quarterly meetings with stakeholders. Stakeholders
are the municipals and co-operatives that are
connected to our grid, to anybody else's grid; it's

generators that are connected to our system,
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including independent power producers; it is our
neighboring transmission utilities, they're
involved as stakeholders; ORS has representation in
our efforts, and participates there; and FERC
typically has a staff person listen in at what
we're doing with our stakeholder group. And the
whole process is about telling anyone who wants to
know about how we plan the transmission system,
what problems we see in the future, what
alternatives we have considered, how we ultimately
made the decision that this was the best thing to
do on the transmission system, present our plan,
take a Tot of input. It is a formal part of these
meetings to ask the stakeholders to give us input
into what we are planning, so that we -- if they
know something about the grid that we don't know,
1ike some future forecast -- the co-ops need to
tell us, you know, what they think their load is
going to be ten years from now, so that we can plan
the transmission grid to make sure we can get to
serve that co-op load. We know and have forecasts
for our loads, but we need other players to tell us
about what their needs are going to be, and so all
of that flows into the SCRTP process.

The actual Order 890 is at that 1ink right
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there, if you care to go see it.
[Reference: 20711 IRP PowerPoint Slide 22]

Now I want to talk about our planning cycle,
just to kind of give you a concept of how we move
from the test and the criteria that I talked about,
to actually a plan. We have power system models.
It models all of the generators, load, lines,
transformers, capacitors, everything that's part of
a grid. We're able to create a computer model of
all that equipment, and it will respond like the
real equipment will. And so we build a model of
SCE&G's system, Duke builds a model of their
system, Progress builds a model, Santee, Southern
Company, Georgia Power, they build a model, and we
put all these models together -- we snap them
together -- and create a huge model that allows us
to run analyses on it.

Well, we do that for the next ten years. And
just as an example, just to kind of take you around
this circle right here, this cycle, if we take the
model that we've developed, that's got the plans
that SCE&G is expecting to do in 2012 -- and Duke
and Progress and everyone else, it's got all those
plans in the model -- we take that simulation, that

base case, and we run all this testing that I
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talked about, NERC and SCE&G, if we find a problenm,
something that we don't meet, something is
overloaded when we're doing the test or something
that's out of voltage, we develop alternatives to
that problem. We do a cost-benefit analysis on
every alternative that we discover will solve that
problem. Out of that information, we will actually
select a solution for that problem. We will go to
management for approval of that. At that point,
that project becomes an item in our 2012
Transmission Management Plan and our engineering
group goes -- our engineers and our construction
group goes and constructs it, as needed.

Then in our process, we increment the year to
2013 and we do it again. What happens between 2012
and 2013 is, Dr. Lynch told you we are anticipating
our load to grow, so 1% per year: Now the load is
higher in 2013 than it is in 2012, and so we run
these tests again at a higher load level, because a
higher l1oad level means different flows on our
transmission facilities. And so, it's marginal,
but it is different. And so, we look, and is there
now a test that we fail, with this higher Toad
level? And we keep cycling this thing around year

after year until we get to 2020. And when we get
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there, we have an expansion plan for the next ten
years and what we're going to do in each of those
years.

[Reference: 20711 IRP PowerPoint Slide 23]

The North American Power System is divided
into what's called interconnections. There are
four interconnections. SCE&G is in what's called
the Eastern Interconnection. 1It's 41 states and a
good part of Canada that are in the Eastern
Interconnection -- all this over here [indicating].
There's a Western Interconnection. Texas is kind
of the Lone Star and by itself. And then Québec is
an interconnection by itself.

What that really means, kind of at a very high
level, is this is one electric machine, and so
anything that happens in Chicago can impact SCE&G.
Anything that happens in Boston can impact SCE&G.
Miami. Over here in New Orleans can impact SCE&G.
The further away you are from it, the Tess impact
you will get. But there is -- if a major generator
trips in Chicago, we can actually measure that to a
small degree on our system happening, because we're
all part of one network. Now, if Vogtle, right
here at the Savannah River, trips, we will measure

a significant change on our system, because we're
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close to that.

But the point is, we impact each other, and
this is why blackouts occur. Back in 2003, it was
in Cleveland. Cleveland had the initial startup of
the problem that wide-spread into a large part of
the Northeast around Lake Erie and into Canada, all
over here [indicating]. And that's because the
rest of the grid was responding to something that
happened in another part of the grid. That's what
happens when you have an electric network which we
are a part of.

[Reference: 20711 IRP PowerPoint Slide 24]

US grid planning. Because of this, we want to
make sure we are watching this and are focused on
and discovering potential problems that could
occur. So in working with what I call our US grid
planning goals, we focus on the interaction between
systems and the impact of that interaction on the
reliability of serving load and providing services.
Again, it's also close-in, so we're working a good
bit with Duke, to determine whether there's
anything on their system that could impact our
ability to serve our customers, and vice versa.
Duke's playing in this game because they want to

make sure anything that happens on SCE&G's system
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is not going to impact their ability to serve their
customers. So we're working together to make sure
we discover these things before there are actually
problems. And we're using these ten-year models,
so we're ahead of the game, hopefully, and we're
not going to get -- we're going to solve the
problem before it actually becomes a problem.

In these efforts, we want to measure the
ability of the grid to transfer power between
systems for reliability purposes. I mentioned
earlier, what if SCE&G loses a generator? We rely
on our neighbors. They instantaneously -- the way
the grid works, if a generator trips, other
generators instantaneously start producing more
power. Not just SCE&G's generators, but Duke's
generators and Southern's and Progress. They all
respond to that loss because we're in this grid and
they've got controls on to do that. They respond
to this loss of generation. And we're required,
within 59 minutes, to go in and figure out how
we're going to replace our loss, and that's why we
have spinning reserve -- we may have talked about
that somewhere along the way -- but that's why we
have spinning reserves in the system, so that we

can have generators that are readily available to
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come up, ramp up, when we lose generation. We have
59 minutes to do that.

Obviously, we're working with all of our
neighbors and want to maintain synchronism with
Eastern Interconnection. I mentioned that earlier;
I won't say more.

And then, of course, we want to reduce the
chance of widespread blackouts, especially if the
initiating problem is here. We don't want that to
be at all.

[Reference: 20711 IRP PowerPoint Slide 25]

Here are some of the groups that we work with.
There's a Carolinas Transmission Planning
Coordination Arrangement. You can see the players:
SCE&G, Duke, Progress, Santee Cooper. It's
basically North Carolina and South Carolina. We
work with those folks to do the kinds of testing
that I talked about we do internally. We do those
kind of testings on a wider footprint, so we
discover those kinds of problems, you know, on a
bigger footprint.

VSTE is the group above the Carolinas, plus
adding Southern Company, TVA, and Entergy, so we go
to a wider footprint.

SERC 1is even a wider one that looks from New
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Orleans to Washington and Savannah to St. Louis,
and brings in Ameren, those companies up in
Missouri.

And then ERAG 1is the Eastern Interconnection.
We actually do work with those folks to discover
whether we've got any issues beyond that, beyond
the Southeast area.

[Reference: 20711 IRP PowerPoint Slide 26]

Last thing I want to talk with you about s
the Eastern Interconnection Planning Collaborative,
also known as EIPC. This was an effort that was
developed by the planning authorities in the
Eastern Interconnection about two years ago, and it
is receiving funding from DOE. We were granted $16
million to conduct this work on the Eastern
Interconnection.

At the very high level, from my perspective,
the whole effort is about providing transmission
information that will inform policymakers -- down
at the bottom there -- inform policymakers about
the transmission costs associated with policies
that are being considered.

This effort 1is looking at many different
futures. One of the -- I've got some of them

listed here. Looking at renewable energy
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standards. What if the Federal Government comes
out with a 20 percent mandate on renewable energy
by 2025 and a 35 percent by -- or, a 30 percent by
2035? What will be the impact? And the impact in
this case is looking at production costs. How
would that impact production costs in the whole
Eastern Interconnection?

What if there's a nuclear resurgence? In
other words, what if there's an incentive Tike with
energy credits, production energy credits or Tloan
guarantees that would incent more nuclear? How
would more nuclear impact production costs for the
whole Eastern Interconnection?

Fuel price variability, what if we have a
higher -- what if the price of gas is higher than
we currently forecast, how will that impact the
production? What will be added? What kind of
generation will be added? If gas goes up, you
would think less gas would be added, something else
would be more competitive. So these models --
production models would start bringing in these
other types of generation. What if the gas price
is Tower than what we're currently forecasting? It
would seem 1ike to me a lTot more gas would come 1in,

if you're balancing all of this on the economics of
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production costs.

Capital and operating costs’ variability, what
if we find that wind capacity is coming in a Tot
cheaper than we currently think it is? Do you
think the models would find we'd need to add more
wind? Accelerated energy efficiency and DSM, a lot
of that is already in all of our companies'
programs, but what if we have -- what if we have
more success with these programs than we're
currently forecasting? How will that impact the
expansion plan, generation needs for the Eastern
Interconnection going forward, and how will that
impact production costs?

Carbon tax, both at a Federal level and at a
regional level, what if -- how would any kind of
actions by the EPA affect the resource plans going
forward? Obviously, a lot of coal would retire.
How would that coal be replaced? Would it be
nuclear? And all these others will -- all of these
futures are having sensitivities run around them to
try to capture information about what if there's a
carbon tax and, if significant, and impacts by
retiring a lot of coal, would we replace it with
gas under a low gas price, a high gas price? Would

we do nuclear? So the production modeling will
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give us a lot of information about what these
futures mean, 1in terms of what it would cost to
produce energy, and obviously that controls a lot
of our rates to our customers.

But from my viewpoint, the work from the
transmission side is really going to kick in mostly
with Phase 2, because in Phase 2 our stakeholder
group is going to select three scenarios, and all
of the transmission planners that have put this
process together from the very beginning are going
to go away and we're going to develop detailed
transmission expansion plans for what this future
will cost. If the stakeholders pick a high wind
scenario, they want to see if we have a lot of
wind, where's it going to be located -- offshore,
onshore, Midwest -- in Phase 2 is going to be how
do we get it to the load, and that's where the
transmission guys are going to come in, and we're
going to say, "All right, we're going to have to
build these 1lines, and we have to increase that.
We have to do all this," so we get a transmission
cost that's associated with that future, and the
whole purpose, Tooking at the bottom there, is so
that policymakers, whether they're Federal or

whether they're state, will have a full spectrum of
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what the costs of those decisions might be. It's
not just a production, it's not just a capital
cost; it is a transmission, delivered cost, and
"delivered" means meeting it reliably, nothing is
overloaded. We can get it from North Dakota to
South Carolina and have good voltage. That's going
to be hard to do, but that's what we're going to
drive through this process. At the end, providing
hopefully good information to policymakers, so they
can make informed decisions about future policies.

That concludes what I had prepared.

CHAIRMAN HOWARD: Thank you, Mr. Young. Let's
take about a ten-minute break -- 10- or 15-minute
break. Why don't we come back at 12:25, and then
we'll finish up the panel and then we'll go for
lunch, and then we will break -- we will complete
this afternoon's panel. You understand what I
said? I'm not sure I do.

[Laughter]

Thank you.

[WHEREUPON, a recess was taken from 12:10
to 12:25 p.m.]

CHAIRMAN HOWARD: Please be seated. We'll

continue with the questions for Mr. Young.

Commissioners?
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COMMISSIONER FLEMING: Yes, Mr. Chairman.

CHAIRMAN HOWARD: Commissioner Fleming.

COMMISSIONER FLEMING: Well -- now -- good
afternoon, Mr. Young. Mr. Young and I -- I have
the pleasure of serving with Mr. Young on the
Stakeholder Steering Council for EIPC, and I
represent the Southeast and EISPC on that
committee, and that has been a very educational
experience, and very informative. Could you tell
us -- you've already talked about EIPC. Could you
tell us a little bit about -- specifically -- about
SCE&G's involvement with EIPC and the Stakeholder
Steering Committee?

MR. YOUNG: SCE&G is one of the 26 signatories
on the EIPC agreement -- that is, all of the
transmission planners or planning authorities,
actually, in the Eastern Interconnection -- so we
are one of the founders of the process. Of the 26
planning authorities that are in there, there are
eight of them that are defined as principal
investigators under the DOE contract, and they
actually are running the process. They are
companies 1ike PJM, Southern Company, TVA. Some of
the Targe utilities in the Eastern Interconnection

are the principal investigators, and they are
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actually running the process, working with the
different working groups that are established to
develop models and come up with what the
simulations will be.

As part of the EIPC process, it's set up, the
stakeholder group that Commissioner Fleming and I
are part of, called the Stakeholder Steering
Council, or Stakeholder Steering Committee. And my
role there is I was elected to represent -- one of
three representatives in the Southeast to represent
our area on the Transmission Owner Sector Caucus.
So we meet periodically through conference calls as
a group, to come up with what is a TO --
Transmission Owner -- position on decisions that
are being made by the Stakeholder Steering
Committee. And that's the role that I have, going
to the meetings that we have and participating in
these calls. Once the TO Caucus -- and there's
other caucuses, too; there's a Generation Caucus
and there's a Load Customer Caucus, and there's the
State Caucus, and there’s a Wind Caucus, and
there's the NGO Caucus. A1l of those sectors are
part of the process. I'm in the TO part, again.
And we inform our voting members through -- who are

on the Stakeholder Steering Committee, as to what

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Ex Parte / SCE&G Integrated Resource Plan 76

DSM Programs

our positions would be. TOs have three votes on a
30-vote -- 29-vote system. I think the states have
ten votes on that same system. So Commissioner
Fleming has a vote on all these decisions that are
being made by the Stakeholder Steering Committee.
[Reference: 20711 IRP PowerPoint Slide 26]

And that Stakeholder Steering Committee right
now is doing the things that I've got on this page
right here. They're establishing what futures
we're going to Took at. I mean, before they
started meeting, this was blank. They're the ones
that came up with these different futures that
we're looking at, and they're the ones that are
coming up with the different sensitivities in terms
of a nuclear resurgence with a Tow gas price.
Would you really build nuclear if you've got Tow
gas? And so the production modeling that 1is going
to occur will establish all that.

So the Stakeholder Steering Committee, which
I'm on and Commissioner Fleming 1is on, is making
those decisions about what we're going to Took at
and what we're going to study. Long answer. I'm
sorry.

COMMISSIONER FLEMING: What do you think about

the progress of the collaborative so far?
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MR. YOUNG: Well, I think a Tot of
understanding of different positions and different
perspectives, I've learned, personally, by being
involved with this effort. We are actually maybe a
tiny bit behind schedule, so we were hoping things
would move faster, but there's been so much to do,
and to take input from all these different areas of
our industry that are influenced -- not just the
builders and the asset owners, but the users and
environmentalists and all that to take into
consideration of what their concerns are, and
listen through those, and come up with some
consensus on, you know, where we're going with this
whole effort and what kind of information we want
to get out at the end to help us make good
decisions as we move forward, has been invaluable,
you know, for me.

COMMISSIONER FLEMING: Have you seen any
surprises on the initial modeling outputs so far?

MR. YOUNG: We have. Surprising for me. But
one of the things the group did was develop a
business-as-usual case, which basically in my words
means that everything we're forecasting today, it's
a snapshot, and it's fixed over the next 20 years.

And they've actually run the first set of analyses,
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production costing, of what the fuel -- we don't
move the fuel costs around, the gas cost around;
it's fixed. We don't move any capital costs
around, we don't have any new EPA regulations.
Everything is fixed. What do we build in the
future? The model came back and told us gas. That
was -- everything other than what was already
planned and already committed to, which was in the
model, so our nuclear units were baseline in the
model -- they were fixed in there -- everything
else that was needed to meet forecast demand was
gas-fired. So that was interesting.

COMMISSIONER FLEMING: And there's been a 1ot
of discussion about that.

MR. YOUNG: Absolutely.

COMMISSIONER FLEMING: Which could impact
other sensitivities.

MR. YOUNG: That's exactly right.

COMMISSIONER FLEMING: Right. What do you see
could be possible consequences to SCE&G and other
South Carolina utilities, be they intended or
unintended consequences, to this collaborative and
what we learn from the modeling efforts?

MR. YOUNG: Well, I certainly 1like the EIPC

effort, you know, but my last comment there about
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informing policymakers of the full spectrum of the
costs I think has always concerned me. A Tot of
times I hear that a state may initiate a renewable
energy standard and maybe not consider the true,
full cost of that decision. I look at this as our
opportunity to tell policymakers that here's what
the full, true cost is going to be, because you
don't just generate it; you have to deliver it.
And so the transmission component is going to come
in through these mechanisms here in the EIPC.

COMMISSIONER FLEMING: And there have been a
lot of questions about what it would cost to bring
in renewables from other parts of the country or
whatever --

MR. YOUNG: Yes.

COMMISSIONER FLEMING: -- moving on the lines.
And this -- everything that the model's put out,
the primary purpose is the cost of what it will --

MR. YOUNG: That's correct.

COMMISSIONER FLEMING: -- do to make these
efforts --

MR. YOUNG: The EIPC has Charles River
Associates under contract that is doing all the
production modeling, using their modeling

capabilities and tools. they're a vendor that does
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this kind of work. And, yeah, their models are
running, based on -- the objective is to minimize
cost. So, Tooking at all the things we talked
about, under different scenarios or different
sensitivities, still, the answer will be to
minimize the production costs, considering that
that is the future that we have.

COMMISSIONER FLEMING: And I'11 ask the
question for you. The Chairman had just asked who
will pay for that cost. Will it be the customer or
whomever? But if you could address that a Tittle
bit about -- I guess that would be -- the
information that the policymakers would use to make
that decision.

MR. YOUNG: I believe, or my opinion is, when
you're talking about the resource, if SCE&G must
meet a renewable energy standard, then SCE&G's
customers will pay for that resource when you're
moving -- if that resource isn't Tocal but it's in
North Dakota and we've got to get it here to South
Carolina. So there's two thoughts there: that the
benefiter pays, and so if SCE&G is mandated to buy
wind, and it ends up being from North Dakota, we're
going to have to pay the transmission to get it

here. The other thought, and it's something that
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FERC is actually working on, and I call it, my
perspective, socialization of transmission costs
where there's a super-grid out there across the
United States that's paid for by everyone. And
some people may benefit more from it than others
benefit from it, and so that's kind of a concern on
our part. You know, we don't mind paying our fair
share and having our customers pay their fair
share, but we don't want to subsidize other areas
that may come up with more stringent renewable
energy standards than we have, and so they're
getting more bang out of those facilities than we
are.

COMMISSIONER FLEMING: But these models will
allow the policymakers to have those facts and
figures before them, when they are making those
decisions, correct?

MR. YOUNG: That is correct.

COMMISSIONER FLEMING: Thank you. I wanted to
ask you -- you talked a good bit about NERC and the
reliability standards that you're working on, and
your involvement with that.

MR. YOUNG: Yes.

COMMISSIONER FLEMING: And under FERC's

direction, NERC 1is working to define or redefine an
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adequate Tlevel of reliability in the bulk electric
system. To what degree is SCE&G participating in
that process?

MR. YOUNG: We are participating in that
through the information that NERC sends out. What
they are contemplating there is a set of metrics
that basically you would test your system to see if
you measured up or not. And so our input 1is to
provide comments, and when the voting comes up, we
would actually initiate -- we have four votes
within the company to vote on these standards to
see if they go forward. If we vote negative, then
we're asked to provide comments, and the NERC
standards writing teams would go back and review
all those things, and make modifications as needed
to those standards, and it would come out for
another vote, ultimately with a goal to -- from
NERC's viewpoint -- 1is to finally push it through
and make it a mandatory requirement.

COMMISSIONER FLEMING: And what could be the
possible impacts to SCE&G and its customers,
depending on how these terms are ultimately
defined?

MR. YOUNG: I think SCE&G is in pretty good

shape to meet the metrics. I believe our
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transmission system is designed well, it's robust,
meets all the standards that we have to meet here.
Some of the benefits that I see in the way our
system is configured is we have a long-standing
policy of trying to build generation close to load.
That minimizes the amount of transmission you need.
That minimizes the losses -- Commissioner Mitchell.
It allows you to generate the power where it's
being consumed, and so you don't have a reliance on
lines that are five states away. If you're buying
power from North Dakota, you've got to have lines
coming through I1linois, Ohio, Kentucky, Tennessee,
and North Carolina to get here. We don't have to
rely on those to make sure we can move power from
our generating sources to our customers.

So I think we're in good shape in terms of --
as long as we are allowed to continue to do that,
as long as we're allowed to move generation from --
move generation -- energy from local generation to
local load, I think we'll perform well under any
metric. If we're required to buy from somewhere
else, that's going to be more of a challenge and
could result in cost to our customers.

COMMISSIONER FLEMING: Okay. And talking

about the cost to the customer, meeting those
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reliability standards, what is that cost? I
certainly know that I, for one, think it's
important to have reliability as one of its top
standards, but could you just give us an idea of
what it costs to meet those standards?

MR. YOUNG: From my perspective, Commissioner
Fleming, the way SCE&G has designed its system,
even before standards were required, is close to
what the requirement is now, so I don't believe
there's -- there may be an incremental cost, but
there's not a lot of facility differences between
the way we've always planned our system and the way
we are planning it under mandatory requirements.

What it does cost is a Tot of people who have
to monitor and stay up and show compliance and go
through audits and do all the things that are
associated with mandatory compliance to standards.
So a lot of documentation and work and, when an
audit team comes in, we've got to have a whole team
of people that can sit down with them and show them
what we've done, answer questions, and keeping up
with all the things that are required under a
mandatory compliance effort 1like this.

In terms of facilities, I think we've always

been designing our transmission system very close
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to what the requirements -- the mandatory
requirements state.

COMMISSIONER FLEMING: And I want to ask you,
during the last rate case I know Mr. Marsh was very
strong on being very proactive in tree-trimming,
taking those preventive measures. It was going to
add some cost. And the stipulation I think that
was agreed upon did not include that in there.
Could you address a little bit about your -- how
you view that, being more proactive?

MR. YOUNG: Yes. We have been very much more
proactive with tree-trimming. The event that I
mentioned in Cleveland when I was talking about
Lake Erie, that was initiated by contact with a
tree.

COMMISSIONER FLEMING: Right.

MR. YOUNG: And ever since that has happened,
the whole industry has a heightened understanding
of how important it is to make sure tree-trimming
occurs. So, yes, our cost to trim trees is
substantially higher than it was. It has resulted
in fewer operations on the transmission grid, also.
So it's begun to pay for itself, but the costs have
been significantly greater than they were in the

past.
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COMMISSIONER FLEMING: But it balances itself
out? Is that what you're saying?

MR. YOUNG: It balances out in terms of impact
to our customers, because we don't have an
operation, we don't have a failure, we're less
likely to impact a customer's process, and homes,
and --

COMMISSIONER FLEMING: And businesses, too, I
suppose.

MR. YOUNG: -- businesses. Exactly.

Industry. Yes, ma'am.

COMMISSIONER FLEMING: And could you talk a
1ittle bit about cyber-security? That has become a
top issue as far as transmission Tines and the
grid. Could you talk a Tittle bit about what SCE&G
is doing in that regard?

MR. YOUNG: We have several cyber-security
standards that we must meet. They are generating
significant cost for us, again, in that, for
instance, I am very familiar with our control
center, controlling the power grid and the
generating units and how power flows. We have -- I
wouldn't even call it a firewall, because it 1is a
totally broken system that the Internet cannot get

into. And that system has to be able to talk to
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different devices on our transmission grid. It's
got to be able to talk to the breaker down at

Williams and talk to the breaker at VC Summer, in
case our controllers need to operate that breaker.

And so some of that equipment, we can call
into it, you know, through our system or through
other systems, and the CIP standards -- the cyber
standards -- are pointing at those types of things
to make sure someone on the Internet can't get into
our devices and control our devices. And so, we're
trying to break ourselves loose completely from all
of that possibility. And we're in good shape with
that.

That's not really my area of responsibility,
but I hear about it, you know, as we're having
meetings and things 1like that, so I wouldn't want
to undersell, at all, what we've done, because we
may have very limited possibilities out there in
terms of people being able to access control of our
equipment. I don't know that we have any. But
that's what the CIP standards are targeting, that
kind of exposed vulnerability.

COMMISSIONER FLEMING: Okay. Thank you.

CHAIRMAN HOWARD: Commissioner Whitfield.

COMMISSIONER WHITFIELD: Thank you, Mr.
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Chairman. Mr. Young, I'd 1like to kind of bring the
transmission discussion back home here, just a
little bit, if I could --

MR. YOUNG: Sure.

COMMISSIONER WHITFIELD: -- to South Carolina.
And I've got to be careful about how I frame this
question. I know you've been in before, with 230
kV 1ines before us before, and we'll probably see
you again.

MR. YOUNG: You will.

COMMISSIONER WHITFIELD: But I want to ask --
and I'm going to ask this in general terms, and I
know from the Base Load Review order for the two
new nuclear units, we had seen some proposed Tlines,
one to serve growth near the Midlands and one that
went to the Lowcountry. And I guess what my
question is to you, is if you could give us maybe a
brief 30,000-feet fly-over view, if you will, of
the planning process, not just for these two units,
but for any new generation coming on. How early do
you start the process? What -- I guess in terms of
time, if you could give us a flow for that process.
I'm aware through the media, of course, that there
have been public meetings and letters gone out and

that sort of thing, even last year. Of course, us
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being in the role that we're in, we have no
knowledge of that, and I wish you could give us
maybe -- not specifically only to these two units,
but any new generation that might come on, how
early do you start, and give us a brief flow of how
that planning process takes place.

MR. YOUNG: Okay. Well, Tet me answer your
second question first, because I'm afraid I'1]1
forget about it. But Dr. Lynch showed that our
next increment of generation will be 2025, 93
megawatts. So the nuclear units are what's in our
generation interconnection queue, in terms of, you
know, what we expect to connect to the grid. So
that is it.

In terms of VC Summer No. 2 and No. 3, you're
exactly right. When we build VC Summer No. 2,
we're going to also build a line from the
generation site through Winnsboro, down the I-77
corridor, 1into Killian, the existing Killian
substation there. We're also building a line with
Unit 2 from the generating site to Lake Murray, to
serve Irmo and the Lexington area, one of the
higher growing areas on our system. And then with
Unit 3, we're building two 1ines on the same

structure all the way to St. George, South
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Carolina, to deliver some portion of the power to
the southern part of our system.

Since the Base Load Relief Act hearing -- and
we talked about all this, further development of
those plans and how we would do that -- we have
come to the point now where we believe all of these
transmission lines, except for six miles, is going
to be on existing right-of-way. And so the six-
mile section 1is between Blythewood and Killian. We
believe that is going to be on new right-of-way.

And the media that you're probably seeing are
the public workshops that we've held. Anytime we
are establishing new right-of-way, we have public
workshops where we bring in every impacted
landowner that's in that area, going by tax maps.
We invite them to a workshop where we discuss what
we're doing, why we need to do it, what it will
look Tike, answer any questions that they have,
take input from them about anything in our siting
process that maybe we didn't know about, all of
that influencing how we ultimately decide what the
path will be. So there is a six-mile section that
is new right-of-way.

A1l of that work is underway. In terms of

this body here, I believe I'm right with this, but
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I believe Tater this year we plan to have the
public need, necessity and convenience hearings --
siting hearings here at this body, on these
transmission lines, in two stages. We're going to
do -- what we want to do in Phase 1 with VC Summer
No. 2, and then follow that up with what we want to
do with VC Summer No. 3.
COMMISSIONER WHITFIELD: Thank you, Mr. Young.
That was a good synopsis, and I appreciate the
information.
MR. YOUNG: Thank you.
CHAIRMAN HOWARD: Any other Commissioners?
[No response]
Y'all, thank you, very much. And if you'll --
Mr. Burgess, you ready for you next panel?
MR. BURGESS: If you're ready, Mr. Chairman,
we're ready.
CHAIRMAN HOWARD: We’'re ready.
[Brief pause]
Okay, Ms. Howard.
[Reference: Demand Side Management
Programs PowerPoint Slide 1]
MS. HOWARD: Thank you. Good afternoon,
Commissioner Howard and other Commissioners. I'm

Felicia Rhue Howard. I'm the director of Demand
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Side Management for SCE&G, and I wanted to thank
you for the opportunity to appear before you this
afternoon to give you an update on what we've been
doing with demand-side management. So I'11 walk
through a brief presentation.
[Reference: Demand Side Management
Programs PowerPoint Slide 2]

I wanted to share with you this afternoon an
update on the DSM organization at SCE&G and tell
you what's been going on with our residential
program and -- programs, and commercial and
industrial program Taunches, as well as the DSM
Advisory Group that was put in place last year.

[Reference: Demand Side Management
Programs PowerPoint Slide 3]

So I'1T1 begin with the DSM organization. When
I was here a 1little over a year ago, at the hearing
to approve the demand-side management programs that
we proposed, we had a very small, lean-and-mean
organization, myself and two others, an
administrative assistant and an analyst.

[Reference: Demand Side Management
Programs PowerPoint Slide 4]
And since that time, we've been very busy.

We've been able to bring on several folks. I'm not
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going to step you through 1ine by 1line or box by
box, but I just wanted to show you kind of the
order of magnitude of change that has occurred over
the Tast year.

You'll see the blue boxes represent folks at
SCE&G, primarily -- well, I'm sorry -- exclusively,
really. The first Tine of blue boxes are those in
the Demand Side Management Department that work
directly with the program. We've hired an
additional five folks who are responsible for
managing the residential and commercial/industrial
programs that we have put in place. We've also
engaged the services of outside resources to assist
in implementing the programs, as well.

You'll see the Tower blue boxes of SCE&G folks
represent those who are dedicated in some form or
fashion to support the demand-side management
programs, although they do not report directly to
the DSM organization. And the green box below, on
the left-hand corner, Opinion Dynamics is the group
that is also going to be working with SCE&G 1in
evaluating the -- our processes and the impact of
our programs.

So it just gives you a sense of just how

things have changed in a very short period of time.
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[Reference: Demand Side Management
Programs PowerPoint Slide 5]

You might recall that, when we appeared before
you to discuss approval of the Demand Side
Management program, we had done a fair amount of
outreach to customers 1in our service territory to
understand their needs and wants in regard to
demand-side management programs, and those findings
were that customers wanted to see rebates and
incentives, education, and in-home services. And
the programs that you see listed there are
residential programs. And you can see they cover
those three areas pretty extensively. So with
that, I want to just walk you through each one of
the programs and give you -- kind of remind you of
an overview of what each one of the programs is
about, and then tell you about the current status
of the programs.

[Reference: Demand Side Management
Programs PowerPoint Slide 6]

So the first program is called Home Energy
Report. When we appeared before you before, at
that time it was called Usage Benchmarking. That
term 1is probably not a term that a 1ot of people

throw around 1in their daily lives, so we thought we
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would development names that more customer-centric.
And the Home Energy Report program is one in which
customers can participate and opt in to participate
by completing an initial home energy survey. And
when they complete that survey, they will then
receive a report that tells them about their
individual home's energy usage, so it gives them
some insight into how their home 1is using energy.

Beyond that initial report, they receive
monthly reports from there, a monthly energy
update, that compares their usage to a peer group,
as well as gives them additional customized
information based on the information that they
provided in the initial survey about their monthly
consumption. And this program, as you might
recall, is free of charge.

[Reference: Demand Side Management
Programs PowerPoint Slide 8]

Where the Home Energy Report is right now is
that it Taunched earlier this month. We targeted
250,000 of our residential customers. We were very
pleased at the response that we've gotten so far.
The first customer signed up within seven minutes
of the e-mail solicitation going out. We had more

than 1,100 customers to sign up in two and a half
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days. And where we are right now is a Tittle less
than 7,500 customers just in the last three weeks.

We've established an online portal for
customers who have opted into the program, so that
they can access energy efficiency tips, even beyond
those that they will be receiving in the Home
Energy Report and Home Energy Updates. We will
begin the monthly reports in the month of June.

[Reference: Demand Side Management
Programs PowerPoint Slide 9]

Moving on to the next program, Energy
Information Display Program is one that provides
customers with near-real-time information on their
electric usage and their costs, and how those are
impacted by their individual activities. The in-
home display will be provided at a discount to
customers. The device that we're using is an
AzTech in-home display, and that is valued at about
$150. We preprogram it with the customer's rate
and meter ID. That's the way in which the device
communicates wirelessly with the customer's AMR
metering. The customers can set the device
wherever they choose, so long as it is able to
communicate with the meter, and they can easily

monitor their energy usage and their cost, and see
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how their activities are influencing those two
dimensions.

We plan to make the device available to
customers, as I said, at a discounted charge of
$40, credit $20 of that back to them once they have
successfully installed the monitor and we have
verification of that. Kind of wanted to avoid the,
you know, folks getting the monitors and never
using them, similar to me having never programmed
my VCR over the however many years VCRs have been
in place.

The fee, though, for the $40 is waived
altogether for low-income customers.

[Reference: Demand Side Management
Programs PowerPoint Slide 10]

Where this program stands right now as that we
launched a Phase 1 of this program in November of
2010. We contacted several of our residential
customers who participate on our Voice of the
Customer panel and asked if they would be
interested in participating in this Phase 1 of the
program, in exchange for providing feedback on the
device operation. We also, from input from folks
representing the small business community, extended

that invitation to 42 commercial customers who've
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also agreed to provide feedback about the operation
of the device.

The feedback has been very insightful about
what kinds of information customers 1ike to have,
what they know, what they don't know about their
electric usage, and how they are able to make use
of the device. We plan to use that information and
to incorporate it into a Phase 2 Taunch that's
estimated to take place by the end of the second
quarter of this year.

[Reference: Demand Side Management
Programs PowerPoint Slide 11]

The third program has been around for quite
some time. It's renamed the Home Energy Check-up.
It supersedes a couple of programs that were very
similar. This was Tier 1 of a two-tier program
when we submitted our DSM application. This
program, as well as the next one that I'l1l share
with you, was described as a single program, as a
Tier 1, Tier 2, part of a single program. But this
program essentially replaced our Value Visit
program and what we previously called an In-Home
Energy Consultation. It's a walk-through, visual
inspection of a customer's home by an SCE&G

representative, and they basically provide energy
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efficiency recommendations and leave behind a kit
consisting of ten CFL bulbs or a heater wrap if
that's appropriate, and/or pipe insulation. And
they also provide a folder of information about
SCE&G and other rebates and incentives, and Federal
and State incentives that might be of interest to
the customers.
Again, this is another program that's offered
free of charge to customers.
[Reference: Demand Side Management
Programs PowerPoint Slide 12]
That program launched in October of Tast year.
It no longer was the In-Home Energy Consultation;
it became the Home Energy Check-Up, together with
the Energy Efficiency Kit that we had been
providing, in October. And there's a program
overview, a downloadable application on our website
-- SCEG.com/energywise -- where you can find all of
the information on DSM programs. We have had over
750 Home Energy Check-Ups since October.
[Reference: Demand Side Management
Programs PowerPoint Slide 13]
The Home Performance with Energy Star, at our
filing, was called the Home Energy Audit program.

And Energy Star is one of the most recognized brand
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names in our country, and so we wanted to take
advantage of that name recognition, and we wanted
to rename our program in a way that we felt Tike
customers would be more receptive to it.

This is the Tier 2 of the Tier 1/Tier 2
program approach. Again, it's a whole-home
approach. 1It's a more extensive -- it's more
extensive than the Home Energy Check-Up. It uses
diagnostic tools, as opposed to visual inspection
and a walk-through approach. It's a market
transformation program. The idea of the program is
to stimulate customer demand while delivering
contractor infrastructure for -- or development,
I'm sorry -- contractor infrastructure for retrofit
services. It's a comprehensive audit that's
provided by a BPI certified contractor on SCE&G's
participating contractor 1list. And we put together
a list of those contractors to assist customers 1in
finding folks that are BPI certified, that can
conduct this kind of audit, and that can be found
at our website.

The customer engages the contractor on their
own. And typically those contractors charge fees
from $300 to $600, but it does vary some. I've

heard of some that are lower, I've heard of some
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that are higher than that. But we offer incentives
up to $2,500 for undertaking a variety of energy
efficiency improvement measures that range from
air-sealing and insulation improvements to existing
heating and cooling systems, change-out of heating
and cooling systems, replacement of water-heating
systems. Part of the $2,500 credit is $200 towards
the cost of the audit if a customer undertakes at
least one of the recommended measures. If a
customer undertakes multiple measures across
several categories, then they are also eligible for
a bonus incentive, and right now that bonus
incentive is set at $400.

[Reference: Demand Side Management

Programs PowerPoint Slide 14]

This program launched on March 1st, and we've
had two contractor recruitment sessions. The
contractor will be key to promoting this program.
And we've had those sessions in Columbia and in
Charleston. We, so far, have eight participating
auditors. Again, as I indicated earlier, they are
listed on our website, and you can also find
program overviews targeted at both customers and
contractors. So for customers to understand how

they can participate in the program and for
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contractors to understand how they can participate
in the program, they can find that information on
our website.
[Reference: Demand Side Management
Programs PowerPoint Slide 15]

Energy Star Lighting is another residential
program. At the time that we made our application,
it was the Energy Star Lighting & Appliance
program. We had decided that we don't have any
appliances that were cost-effective for us, at the
time of the filing, so we renamed the program
Energy Star Lighting, once we got quite a few
questions about, "What kind of appliances do you
have?" Well, since there were no appliances in the
Lighting & Appliance program, it's been renamed
Energy Star Lighting.

The idea of this program is to increase
awareness and market share and purchase of Energy
Star qualified CFL bulbs and CFL fixtures. And
we're offering this program through really two
mechanisms: One is a mark-down with some retailers
that's automatically taken; and then some other
smaller retailers, we are providing in-store
coupons for customers to complete in the store for

the discounts to be taken at the register. The
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mark-downs are typically $1.50 -- up to $1.50 per
bulb, $10 per CFL fixture. The in-store coupons
are typically $1.50 per single or multi-package
bulb.

So each participating store does one or the
other. You either do mark-downs or in-store
coupons, but not both. We have provided a number
of point-of-purchase materials, 1like banners or
signs, stickers, and things of that nature, to
bring -- to call customers' or shoppers' attention
to those discounts.

[Reference: Demand Side Management
Programs PowerPoint Slide 16]

And this program launched on Valentine's Day
of this year. We have mark-downs -- you may have
seen -- in Home Depot, Costco, Wal-Mart, Sam's
Club, Lowe's, and Ace Hardware. The in-store
coupons are currently at True Value. The effort to
recruit additional retailers to participate in this
program is ongoing, and we expect to add some very
shortly in the near future, across other genres
besides hardware stores. We're looking at some of
the dollar discount stores, we're looking at
grocery stores, pharmacies, so across a wide

variety of genres where we believe that people will
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appreciate the discounts and make these purchases.

We've been doing a number of in-store lighting
demonstrations. Those will continue to be ongoing.
The 1ist of store locations and the addresses of
protecting stores can be found on our website, and
there are also links to additional educational
information about CFL 1lighting, kind of debunking
some of the myths about, you know, the Timited
options and things 1like that, to let folks know
that there are a number of options for CFL
lighting, as well as information about proper
disposal of the bulbs. So far, since February --
middle of February -- we've sold over 130,000
discounted bulbs.

[Reference: Demand Side Management
Programs PowerPoint Slide 17]

And you'll see here, this is a picture of the
lighting aisle at the Home Depot on Harbison
Boulevard, and you see the signage -- I might get
to use this 1ittle laser pointer, after all -- you
can see the signage there, with the "Buy and Save,"
you know, "Brought to you by SCE&G" is what it says
next to the SCE&G l1ogo. You can see also on the
bottom picture, it shows that the Home Depot --

they show what the price was and then what the
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price is with the SCE&G discount; it's a pretty
significant discount.
[Reference: Demand Side Management
Programs PowerPoint Slide 18]

The Heating & Cooling and Water Heating
Equipment, when we came before you before, was the
New HVAC Efficiency Equipment program. And it was
a mouthful then; it's still a mouthful now, but, in
our thinking, maybe a little more customer-centric
from the standpoint of a 1ot of folks may not
necessarily know what “HVAC” stands for, but
"heating and cooling" is pretty self-explanatory.

This program is designed to promote
installation of high-efficiency heating and cooling
equipment and non-electric-resistance water
heating. And the contractors play a pivotal role
in this process. They are also going to -- they're
not only going to be promoting this program to
their customers, but they'll also be responsible
for submitting online applications on behalf of
customers.

We're going to be introducing a quality
installation component in 2012 for those
contractors who want to distinguish their services,

so not only will they be installing more energy-
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efficient equipment, but they also will be equipped
to better install those, because there's an
opportunity, a significant opportunity, to improve
efficiency just by having a properly sized unit, by
having properly installed ductwork, and that type
of thing.

The incentives for this program range from
$200 to $525, and you can see there the 1ist of the
different types of equipment: central air-
conditioning, heat pumps, natural-gas tank or
tankless, propane, electric water heater --
electric heat-pump water heaters, and solar water
heaters.

[Reference: Demand Side Management
Programs PowerPoint Slide 19]

This program also launched on March 1st.

We've had eight contractor recruitment sessions in
the past few weeks. Four more are scheduled.

We've covered our service territory. We've offered
sessions in Columbia, Lexington, Charleston,
Beaufort, and Aiken. We've had plumber recruitment
sessions, as well, for those who may not be
interested in HVAC equipment, but they would
certainly be installers for water-heating

equipment. We've had seven of those sessions; we
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have nine more scheduled. We've done those by
webinars in some instances. We've also had them
on-site in Columbia and Lexington and Charleston.

We have, so far, 70 participating HVAC and
plumbing contractors. They are listed on our
website. Again, there are program overviews
targeted at both customers to increase their
interest in the program, as well as contractors to
equip them with information about how to access the
program for their customers.

[Reference: Demand Side Management
Programs PowerPoint Slide 20]

The second program -- second component of the
HVAC program is the Heating & Cooling Efficiency
Improvements program -- again, kind of what I was
getting at earlier, that you can have efficient
equipment, but if your highly efficient equipment
is blowing into ductwork that is leaky or has
fallen down underneath your home, it doesn't do you
a whole 1ot of good. The idea with the Heating &
Cooling Efficiency Improvements program, which was
previously called the HVAC -- Existing HVAC
program, the idea with this program is that, again,
contractors play a critical role. They'll be

responsible for submitting online rebates. They
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must also participate in SCE&G-sponsored technical
training. There will be a particular protocol that
they will be expected to utilize and offer in these
tune-ups. What we found is that contractors across
the service territory have different definitions
for what a tune-up is. There's not a standard for
what a tune-up is. So some things are very basic
that contractors offer and may call a tune-up, and
some things may be pretty extensive and still
called a tune-up. So we want to have a single
protocol where we train those contractors on what
that protocol is. The technical training that
we're offering is attractive to those contractors
because, in many instances, they can earn
continuing education credits for their next
certification.

The incentives for this program range from $60
to $150. Again, the HVAC tune-up, duct sealing,
and duct insulation are the eligible measures for
the program.

[Reference: Demand Side Management
Programs PowerPoint Slide 21]

This program launched on March 1st. We've had

a number of contractor recruitment sessions 1in

conjunction with those for the Heating & Cooling
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and Water Heating Equipment program, so the same
audience of people, the same kinds of participants
tend to be interested in both, so again, we covered
the service territory. We've had two technical
training sessions so far. We have five more
scheduled, and they will be held in Columbia,
Charleston, and Beaufort.

So far we have 23 participating HVAC
contractors that are participating in the
Efficiency Improvements program. They are Tisted
on our website. Again, the program overviews for
both contractors [sic] and for contractors are on
our website, as well.

[Reference: Demand Side Management
Programs PowerPoint Slide 22]

Energy Star New Homes program is one that's
designed to accelerate the penetration of Energy
Star qualified homes in SCE&G service territory.
Significant energy savings are associated with the
Energy Star homes. They typically are 15 percent
more efficient than those homes built to code.
With the increase from the current Energy Star
standard to that of a higher standard that took
place April 1st -- effective April 1st -- to

Version 2.5, compared to the current building code
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standard in South Carolina currently, it's as much
as a 30 percent increase in efficiency. So, pretty
big savings with this program.

Builders participate in the program by
committing to building a certain number of Energy
Star qualified homes. They must use a HERS rater.
That is a requirement of Energy Star, that you have
to use a HERS rater in order to have your homes
certified as an Energy Star home.

We're paying incentives of $750 per qualified
home, with an adder incentive of $250 if a customer
-- or a builder elects not to install the standard
electric-resistance water heaters. If they're able
to do something that reduces that electric-
resistance load on our system, we give them an
additional $250 bonus incentive.

[Reference: Demand Side Management
Programs PowerPoint Slide 23]

This program lTaunched on March 1st. We've had
four builder and rater recruitment sessions in
Columbia, Lexington, Charleston, and Aiken. We
have 28 participating builders so far, and 15
participating raters. We've had over 1,200 homes
committed between now and the end of this year, to

this program, so a pretty substantial increase in

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Ex Parte / SCE&G Integrated Resource Plan 111

DSM Programs

Energy Star homes, if all of those homes come to
fruition -- which they may not, but even if a
significant amount of them do, it would be a
tremendous influence in our service territory and
on an energy savings for those homes.

We've had implementation sessions held for
those builders who have committed, who have
indicated the number of homes that they'd build.
We went further with them in conducting
implementation sessions. Kind of gave the go-
forward-and-prosper sign, and provided them with
Energy Star signage that they can use in their
developments. Again, as I indicated earlier,
Energy Star is a very well-recognized brand. Many
builders see a 1ot of value in having that signage
and being able to indicate they are an Energy Star
builder.

The builder and rater, customer program
overview information, Tike the other programs, is
available on our website.

[Reference: Demand Side Management
Programs PowerPoint Slide 24]

That concludes the residential programs. We

do have two commercial and industrial programs.

The first is the Commercial & Industrial
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Prescriptive program. It's basically a simplified
method to encourage energy-efficient purchases
among commercial and industrial customers. It
covers a list of, really, common measures that cut
across all types of commercial and industrial
establishments.

You can see there a 1list of the types of
energy efficiency incentives that we're offering
for Tlighting, for new-construction Tighting, for
LED traffic signals, for HVAC, chillers, for
variable frequency drives, food service equipment,
and other high-efficiency equipment that tends to
cut across a variety of commercial and industrial
users.

This program requires a pre- and post-
installation verification on sample projects and
all projects -- on a sample set of projects and
then on all projects over a certain size and cost
threshold, to basically just confirm that what the
customer has installed is operating properly and is
going to deliver the energy savings that are
expected.

Trade allies are recruited to participate in
this program through energy -- through education

sessions regarding the program protocols and
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incentives that we're offering. And then customers
are recruited through a number of outreach
activities that reach the commercial and industrial
community. We also have SCE&G account
representatives that call on those customers on a
regular basis.

[Reference: Demand Side Management

Programs PowerPoint Slide 25]

The Commercial & Industrial Prescriptive
program lTaunched in October of last year. The
first set of incentives that we offered were
related to lighting. We've had four trade ally
education sessions in Columbia and Charleston. We
have nearly $120,000 in rebates that either have
been awarded or committed. Our first rebate check
-- and you see a picture of the big check
presentation -- here recently was presented to the
Charleston County School District. They were our
first recipients of those incentives. They
received a check for $50,000 for a lighting
retrofit that they did.

[Reference: Demand Side Management
Programs PowerPoint Slide 26]
The Commercial & Industrial Custom program is

the last of our programs I want to talk with you
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about today. It provides incentives to offset the
costs of energy efficiency measures that are not
covered by the prescriptive program. Those
projects tend to be more unique to a customer's
operation, perhaps more specialized. Customers
apply for those incentives in advance of initiating
any work. Al1 of the projects must be preapproved
because of their customized nature. The incentive
amounts are determined on a case-by-case basis; we
evaluate the benefits of what's being proposed in
terms of the payback, the energy savings to be
expected.

the incentives are capped at $25,000 per
customer, per account -- I mean -- sorry, per
customer account per year. And again, in the same
way that the prescriptive customers are recruited,
we recruit those customers through a number of
outreach activities, as well as through the SCE&G
account representation group.

[Reference: Demand Side Management
Programs PowerPoint Slide 27]

The status of this program: Well, the
application for this program will be available on
tomorrow, on our website. And so the installations

on or after May 1st are rebate eligible. So this

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Ex Parte / SCE&G Integrated Resource Plan 115

DSM Programs

program, as of two or three days from now, we will
have launched all of our DSM programs that were
presented to you on Tast year.
[Reference: Demand Side Management
Programs PowerPoint Slide 28]

Just to tell you about the DSM Advisory Group:
You may recall that we put in place an advisory
group with membership consisting of representation
from ORS, the Coastal Conservation League, the
South Carolina Small Business Chamber, the
Governor's Office is representing our Tow-income
constituency, and Kimberly-Clark -- a
representative from Kimberly-Clark 1is representing
our industrial customer interests.

We convened our first meeting in September of
2010. We met again in January, and we'll meet
again this year, either later on this spring or in
early summer.

And that's all I have to share with you about
the programs. I'l1l turn it over to Ken Jackson.
Unless you have questions now.

CHAIRMAN HOWARD: Why don't we ask questions
of Ms. Howard, since the subject matter is so
different between Ms. Howard and Mr. Jackson.

Commissioners, any questions of Ms. Howard?
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COMMISSIONER FLEMING: Well, Mr. Chairman, I
have a question.

CHAIRMAN HOWARD: Commissioner Fleming.

COMMISSIONER FLEMING: I wanted to ask you
about the energy efficiency study. In the Order
2010-472, we required SCE&G to complete an energy
efficiency potential study, and it was to be
presented to the advisory group and parties by
November 1, 2010. Is this advisory group the same
one as the DSM group?

MS. HOWARD: Yes, it is.

COMMISSIONER FLEMING: Okay, it's one and --
so, you do have that group together.

MS. HOWARD: Yes.

COMMISSIONER FLEMING: Has the study been
completed --

MS. HOWARD: Yes.

COMMISSIONER FLEMING: -- and presented?

MS. HOWARD: Yes. The study has been
completed and presented. We might have missed the
November 1st. I think we got an extension of five
days on that. But the parties agreed to the
extension of five days on that. We did present
that; it was the topic. I guess we sent it out via

e-mail, and maybe mail. I don't remember. But it
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was sent to all the folks on the advisory group.
And in January of 2011, in the meeting in January,
we did a walk-through of that with the -- ICF
International was the company that put together
that potential study, and we had one of their
senior officers, David Pickles, to present -- you
know, to walk them through that study.

COMMISSIONER FLEMING: Could you briefly
describe some of the highlights of that report?

MS. HOWARD: Very similar to the efforts that
were undertaken in developing the DSM portfolio
that we proposed last year -- or in 2009, I guess,
from our application. Very similar, just over a
longer time horizon. So the portfolio that we
proposed to the Commission in 2009 was over a
three-year time span, and this potential study done
here recently was over a longer time horizon, a 15-
year time horizon.

COMMISSIONER FLEMING: Okay. And in the
settlement agreement, you would consider renaming
-- expanding the Energy Information Display
program.

MS. HOWARD: Yes, and we did. And that's why
in Phase 1, it was initially -- when we submitted

our application, it was a residential program. We
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did expand it to include small commercial customers
with AMR metering. The challenge for expanding
that program 1is, in part, the technical lTimitations
of the device. So there's a certain number of feet
that device must be in proximity to the meter. So
if you were in a strip shopping center, for
instance, and you happen to be the last tenant in a
mall that was eight or ten shops long and the meter
bank was at the opposite end of the mall, the
device would not work for you the way it would for
someone who was the tenant on the opposite side of
the wall from the meter bank. So that's part of
what makes that device challenging for commercial
customers.

COMMISSIONER FLEMING: So that's how you chose
the companies --

MS. HOWARD: Yes.

COMMISSIONER FLEMING: -- to include, by the
close proximity?

MS. HOWARD: Yes, we had to take into account
some of the -- so if a -- if a -- if a commercial
customer's address was such-and-such, Floor 12,
they probably weren't a good candidate for
participating in this program.

COMMISSIONER FLEMING: Okay. Do you see an
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improved device that would overcome some of those
challenges?

MS. HOWARD: We have been looking and Tooking
at several devices. I don't want to say the
number, but I think upwards of 40 devices have been
looked at. There are a number of devices on the
market. There are a number of devices that are
marketed directly to consumers. Some devices are
marketed exclusively to utilities. Most of -- the
majority of the devices mount in a customer's
breaker box, so they're not actually communicating
with the meter; they are sensing the current in the
customer's breaker box, and they require
installation of the breaker box by an electrician,
which of course drives up the cost of the program,
drives up the cost of the device. So the challenge
has been to find a device that works with the AMR
metering, that stays within a cost parameter that
makes the program cost-effective. And so that
narrows the 1list down pretty dramatically when you
look at that.

So it's a technology that, you know, we've
found a -- you know, it's sort of, you can find a
new device almost every month that you look for

one.
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COMMISSIONER FLEMING: Uh-huh.

MS. HOWARD: But each one of them have pros
and cons, and it's just a matter of looking through
what are the pros and cons and finding out what's
best suited for the application that we're trying
to use it for.

COMMISSIONER FLEMING: Okay. Well, thank you
very much for your report today.

CHAIRMAN HOWARD: Commissioners? Commissioner
Hall.

COMMISSIONER HALL: Thank you. Thank you, Ms.
Howard. I wanted to ask you, when we first
approved the programs, you had flexibility and you
indicated you all kind of modified some of your
programs. Do you see any need for modifications in
the future?

MS. HOWARD: I think so. We were pleased to
have been granted the flexibility to do that, and
we did utilize it, in fact. I'1l1 give you one
example. You might remember that, with the Home
Energy Check-Up, initially we had proposed that we
would do some direct installation of energy
efficiency measures, so go into a customer's home
and install the CFL bulbs, for instance, or install

pipe insulation, for instance. Once we considered
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what the number of -- the implications for that
would be, would make the visit much longer, for
instance, which drives up the cost of the visit.
There are also some safety considerations to take
into account. When I looked around at my home,
there are not a whole 1ot of bulbs -- and if you
look around at your home, there are not a whole Tlot
of bulbs that you can access standing on your own
two feet. They will require getting on a Tadder of
some sort. So we decided that it would be a Teave-
behind kit, instead of a direct installation. So
that's one example.

The other example related to that program is
in our application we had proposed that there would
be a $25 charge if a customer did not allow the
installation of those energy efficiency measures,
for whatever reason, if they didn’t want the bulbs,
if they didn't want the pipe wrap, pipe insulation,
or the water-heater wrap, or whatever, that they
would be charged a $25 charge for the visit,
essentially, because they hadn't done anything as a
result of the visit to necessarily improve their
energy efficiency. Once we started talking with
our IT department, how you get a $25 charge on

somebody's bill in the negative, because they
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didn't do something, that proved to be more
challenging than it sounded 1ike on paper. And so,
and in most instances our experience has been and
our thinking at the time was that, "Well, who would
turn down something free?" So we thought, well,
why invest the energy and the resources in
developing a system for charging folks $25 for a
charge that they probably will never be -- never
incur? So we decided to make that just flat-out
free. In probably 99.9 percent of cases, it was
going to be free anyway.

So that's an example of some of the things
that we've done, where we have utilized or
exercised the flexibility that we wanted to have.

I see those kinds of things continuing to be
necessary. The Energy Information Display is
another example where we might decide to use a
different device than what we've employed in Phase
1, if we learn something different about the
devices that are available. You know, we might
decide to deliver it in a different way than we did
in the Phase 1. So a lot of things that you kind
of discover a lot different in real 1ife than they
are in the two paragraphs or three paragraphs on

paper.
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COMMISSIONER HALL: Now, you talked about,
1ike, people that get in and don't want to install
it. Those are difficult customers. I think I was
watching the nightly news one time and this woman
had stockpiled incandescent bulbs because she said
she didn't want to wait for the CFLs to come on.
That split second, she couldn't wait. How do you
market to customers 1like that, that are either
older and resistant, or whatever?

MS. HOWARD: One of the things that I think
our approach is going to be is education. So that
some of the things that people -- you know, it may
be a customer hasn't even experienced that for
themselves, but heard that there is a delay in the
lights coming on, or they heard that there's, you
know, this poor coloring, or that type of thing.
So we actually have folks who are out in the field
in these retail establishments, doing in-store
demonstrations with the Tights, showing customers
the differences in the Tighting color, showing them
the differences in the 1lighting bulbs that are
available, so that they know not all CFLs Took 1like
the spirally squiggly bulb, that there are
specialty bulbs that have a cover over the squiggly

part that will look just 1like any other decorative
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lighting fixture that you have in your home. So
that's probably the biggest part, is just educating
people, kind of debunking some of the myths and
things that folks believe that may not necessarily
be true.

COMMISSIONER HALL: Okay. And then the
display -- I think on page eight-- it really has
dollar signs on it.

MS. HOWARD: Yeah.

COMMISSIONER HALL: Is that -- that's really
how it Tooks now?

MS. HOWARD: Yes, it does.

[Reference: Demand Side Management
Programs PowerPoint Slide 9]

I mean, you can set it up -- you can change
the screen so that it shows differently, but the
dollar signs are one of the options.

COMMISSIONER HALL: Well, I think the dollar
signs would be a good deterrent. Thank you, ma'am.

CHAIRMAN HOWARD: Any other questions?

[No response]

Ms. Howard, I have one. Looking at your Home
Energy Check-Up, you mentioned in the slide that
you had CFL bulbs, you had water-heater wraps, you

had pipe wraps, I believe it was?
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MS. HOWARD: Yes.

CHAIRMAN HOWARD: Nowhere on your website do
you mention this. You also indicated -- you might
answer that question. You also didn't indicate it
was free. So your website doesn't include those
incentives, nor does your website mention this
service is free.

MS. HOWARD: I'm surprised to hear that it
doesn't mention on the website that it's free. But
it does not mention on the website the Energy
Efficiency Kit. One of the things we wanted to do
is, kind of getting back to that flexibility, is to
maintain that flexibility so that we learn what
customers -- what kind of energy efficiency
measures our customers -- are they wanting to see
and have installed. The Home Energy Check-Up is
one of those ones where we feel 1ike we can have a
fair amount of flexibility in what those Tleave-
behind items are. There are a number of things
that you can do that are low-cost measures that
would improve a customer's energy efficiency, so
that's one of the reasons why we don't state
exactly what those measures will be. There are
also some instances where a water-heater wrap would

not be appropriate for a customer, so that if
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they've either got a fairly new water heater that's
already insulated or that it's just not a good
application for what they have. So that's mainly
the reason why those measures aren't Tisted.

CHAIRMAN HOWARD: Thank you. Thank you very
much, Ms. Howard. Mr. Jackson?

MR. JACKSON: Yes, sir, Mr. Chairman. Let me
see if I can get over here [indicating].

[Reference: Demand Side Management
Programs PowerPoint Slide 29]

Before I get started with my presentation, Mr.
Chairman, you had asked a question earlier of Dr.
Lynch about the PaCE program. We were able to talk
to our PaCE representative and get you those
statistics. There are 366 participants, total
participants, in the program. And renewable energy
that they've purchased to date, of the 366
participants, is 1,600 megawatt-hours. So that's
366 participants and 1,600 megawatt-hours that
they've purchased.

CHAIRMAN HOWARD: Okay.

MR. JACKSON: And I think there were a couple
of others, like real-time pricing customers on our
system. We have approximately seven. And time-of-

use residential, we have approximately 90 customers
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in the program.

CHAIRMAN HOWARD: Thank you, Mr. Jackson.

MR. JACKSON: Okay. Ms. Howard has spoken to
you about an update on the programs. What I'd 1like
to do is give you an overview of the components
that make up the DSM rider. And that's what I'T11
proceed to do right now.

[Reference: Demand Side Management
Programs PowerPoint Slide 30]

You'll remember from the order that we
received last year, the major components of program
costs, net lost revenues, shared savings
incentives, those are the three components that
make up the costs. And then, of course, the
denominator is the kilowatt-hour sales. And I'll
go into a 1ittle bit of detail on each one of these
in just a moment.

[Reference: Demand Side Management
Programs PowerPoint Slide 31]

The program costs, this is a total balance as
of the end of the review period. The review period
in this case ends in November 2010. We have a
regulatory asset on the books where the accountants
keep up with the dollars spent on the programs.

And you'll see the balance on the next slide that
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we filed in the application. But we Took at that
balance at the end of the period. That balance
also includes carrying costs at the company's
weighted cost of capital. To minimize the impact
on the rider, we amortize this balance over five
years or include 20 percent of the cost in the
calculation or update of the rider. It is subject
to ORS audit.

And just some examples of the type of costs
that go in there: the costs of Ms. Howard's
department, people who work for her; implementation
costs; rebates and incentives; marketing costs; and
any type of consulting fees that we might incur.

[Reference: Demand Side Management
Programs PowerPoint Slide 32]

This is Exhibit 2 to our petition, and it Tays
out the calculation and amortization of the program
costs. As you can see in the middle column there,
you have $1,770,706 as a total cost of the balance
in that regulatory asset at the end of November.
What we have to do at that point 1is allocate that
to the classes. Typically, we'd Tike to allocate
that balance based on actual costs in the review
period. Well, we don't have enough information 1in

the review period at this time to allocate that, so
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as the note indicates, we have worked with Ms.
Howard's group and we've gotten a projected program
cost for the period that we're in now from December
of 2010 to November of 2011, and we're using those
program costs to allocate the $1,700,000 to the
specific classes of customers.

Now as we file again in January of next year,
we will have historical information to allocate
those costs to classes.

So that's the makeup of the first component of
the Demand Side Management rider.

[Reference: Demand Side Management
Programs PowerPoint Slide 33]

The next component is net lost revenues. This
is by far the largest component of the rider, and
it is defined as retail revenue losses incurred as
a result of lost sales due to implementation of the
energy efficiency programs.

I'd Tike to point out to you, this is the
formula that was in the order last year. The
formula says we will take all of those lost sales,
lost kilowatt-hours, and we will multiply them by
the retail rate, less fuel, and less variable O0&M
costs. And typically, I speak of the overall rate,

less fuel, as the margin component, and then we add
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another component to that, and it's called variable
O&M. We also deduct that out.

Now, on this component, we true it up at the
end of the review period. We'll come back in, and
we'll go back and look at actual data and true that
information up, and make an adjustment for the next
cycle. And of course, this is subject to audit by
ORS, and there are no carrying costs associated
with this component.

[Reference: Demand Side Management
Programs PowerPoint Slide 34]

This is the exhibit in the application,
Exhibit 3, which breaks this down. And in working
with Ms. Howard's group and their model, we come up
with the program-related energy savings. These are
the Tost kilowatt-hour sales that the company s
projecting over this review period that we're in
now, that will end in November 2011. We've come up
with those lost sales, and at that point we
multiply them by what we call a net lost revenue
factor. That net lost revenue factor by class is
an average kilowatt-hour -- cost per kilowatt-hour,
less fuel, less variable 0&. So you really have
something 1like margin less variable 0&M. And

you'll multiply that rate -- looking at the
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residential, that .08704 -- times the 35,764,000
kilowatt-hours, to get the net projected lost
revenues for the period from December 2010 to
November 2011. And as you can see, it's a total of
$6.3 million.

Again, we're using the potential study from
Ms. Howard's group, which estimates participants in
this program, and from that you estimate the
participants and the programs they’11 participate
in; we were able to calculate the projected lost
kilowatt-hours. Again, this will be trued up. It
is a projection. But when we get to the end of the
period and setting the next DSM rider, we will make
an adjustment either way, whether it's increased or
decreased.

[Reference: Demand Side Management
Programs PowerPoint Slide 35]

The final cost component is a shared savings
incentive, and basically it is 6 percent of the net
benefits of each energy efficiency program
calculated using the utility cost test. And then
in using this component, basically, we're comparing
the avoided cost, which is the savings to the
program, less any cost of the program, over the

1ife of the program, and doing a net present value
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as called for by the utility cost test. Again,
with the modeling in our DSM group, we can
calculate the net benefits. And, of course, this
again -- this one 1is amortized over five years to
mitigate the impact to the rider, and there are no
carrying costs, and it's subject to ORS audit.
Again, this one will be trued up, because we are
using projections to calculate it.

[Reference: Demand Side Management

Programs PowerPoint Slide 36]

And this is the Exhibit 4 1in the application,
and basically you can see the net benefits as
calculated using the utility cost test. You see
the 6 percent of that, which is the total 6 percent
shared savings. And then, of course, the final
column there 1is where we take 20 percent or
amortize it over five years to get the component
that's going to go -- or be included in the rider.
Again, I want to stress this will also be trued up.
We're estimating it now, but it will be trued up
once we come in and file the 2012.

[Reference: Demand Side Management
Programs PowerPoint Slide 37]
Sales is the denominator component, basically.

It -- what sales represented here is our forecast.
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We go to our Forecasting Department for our
forecasted kilowatt-hour sales by class, and we're
able to get that. But there's one little
adjustment we have to make to it. As you remember,
the large industrial customers, we agreed in the
settlement agreement that they could opt out. So,
small, medium, and large general service classes
have industrial customers, and those customers can
opt out, so what we do is we make an adjustment to
the projected or forecasted kilowatt-hour sales for
those customers, because they will not be there and
they will not be charged the DSM rider.

[Reference: Demand Side Management

Programs PowerPoint Slide 38]

To just pull it all together as a summary, a
basic calculation, you have the program costs by
class, plus net revenues by class, shared savings
incentive by class, to get the total costs by each
class of customers. Then you divide through by the
class-specific kilowatt-hours, and that will give
you the DSM rider that appears on this next slide,
which --

[Reference: Demand Side Management
Programs PowerPoint Slide 39]

-- is also in our application as Exhibit 5,

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Ex Parte / SCE&G Integrated Resource Plan 134
DSM Programs

which shows the calculation down there, "Rate per
kilowatt-hour" as the component that we are
proposing in our filing.
[Reference: Demand Side Management
Programs PowerPoint Slide 40]

This slide here shows a summary of what we're
currently charging. Residential, for example, is
$.26 1,000 kilowatt-hours, and we're proposing $.44
per 1,000 kilowatt-hours, and that's a difference
of about an $.18 increase. So, this is what we
have going forward.

Some of the contributing factors here, with
more -- with the programs out there in the
marketplace, we're projecting a higher kilowatt-
hour sales loss, and that's the big driver on the
residential side. What you're seeing with the
other classes, a major component there, other than
the Tost revenues, is the opt-outs. We have had a
number of customers have signed up to opt out of
the program -- industrial customers -- and so we
have less kilowatt-hours to spread the cost over.

And that's a summary of what I have.
Commissioners. I'11 be more than happy to answer
any questions.

CHAIRMAN HOWARD: Commissioner Mitchell.
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COMMISSIONER MITCHELL: Thank you, Mr.
Chairman. How you doing, Mr. Jackson?

MR. JACKSON: Pretty good.

COMMISSIONER MITCHELL: I really want to ask
you a little bit about your last statement there,
the opt-out of the DSM programs. And I believe
that number's actually 70 percent of SCE&G's
industrial Tload --

MR. JACKSON: That's correct.

COMMISSIONER MITCHELL: -- customers; is that
correct?

MR. JACKSON: 1It's approximately 70 percent,
yes, sir.

COMMISSIONER MITCHELL: Okay. Do those impact
to SCE&G and its customers -- what is the impact to
its customers with that many -- that high a
percentage asking to opt out, and what does that do
to the company's overall picture?

MR. JACKSON: Well, what -- I don't have an
exact calculation of what the rate would've been if
they hadn't opted out, Commissioner, but it
would've made a significant difference. If you go
back to that last slide I had, you can see, I think
an overwhelming driver for the increase of going

from the current to the proposed for SGS/MGS/LGS s

PuBLIC SERVICE COMMISSION OF SOUTH CAROLINA




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Ex Parte / SCE&G Integrated Resource Plan 136

DSM Programs

the opt-out. We have had -- SGS, the total number
of customers eligible, eligible to opt out, 49
percent chose to opt out. For the medium general
service eligible to opt out, about 35 percent chose
to opt out. And on the large general service,
those industrial service eligible to opt out, 54
percent chose to opt out.

COMMISSIONER MITCHELL: Okay. So my 70
percent was off?

MR. JACKSON: That all the industry customers
within these classes.

COMMISSIONER MITCHELL: I got you, within the
classes. And how would that compare to any other
company of comparable size with SCE&G? Do you have
any stats on that, as far as --

MR. JACKSON: I don't have any stats, but if I
had to make a guess at it, I would think it would
be equal to us or larger. We may have more that
choose to opt out, Commissioner. I am sure they
will. If you look at the medium general service
and small general service, their percentage is not
as large as the large general service --

COMMISSIONER MITCHELL: Well, why would SCE&G
have more than any other company?

MR. JACKSON: 1I'm not saying we'll have more.
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I'm just saying more will probably opt out, as they
find out and learn more about the DSM rider.

COMMISSIONER MITCHELL: Okay.

MR. JACKSON: If you get to the smaller
classes, you have account managers but you have a
lot more customers, smaller customers, and they may
not have as much conversation with them, whereas
with the large general service class, that's where
you have your real large industrial customers, and
we have specific account managers working with
those customers, and believe me, the Kimberly-
Clarks of the world, they're opting out.

COMMISSIONER MITCHELL: Okay. Thank you, Mr.
Chairman.

COMMISSIONER WHITFIELD: Mr. Chairman.

CHAIRMAN HOWARD: Commissioner Whitfield.

COMMISSIONER WHITFIELD: Thank you, Mr.
Chairman. Mr. Jackson, I guess what you're also
saying, with this program, since you're amortizing
it over five years, you're really -- after this
first year, you'll have a better handle on what
your actual costs are, be it net lost revenues,
shared savings, or costs for Ms. Howard's
department. You'll be able to, after this first

year -- since we don't have those figures yet --
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you'll be able to have more of a handle on it after
this year-one, if you will; is that --

MR. JACKSON: We will. As far as the
amortization, Commissioner Whitfield, the
amortization is what we've agreed on in the
settlement agreement, which was approved by the
Commission. We agreed on those two components, on
the cost and on the net benefits; we agreed to
amortize that over five years. So that will
require some accounting and bookkeeping to keep up
with.

COMMISSIONER WHITFIELD: But after this first
true-up, you'll have a much better handle on those?

MR. JACKSON: Oh, absolutely, sir.

COMMISSIONER WHITFIELD: Yes, sir.

MR. JACKSON: Absolutely. We'll have some
much better data. And you'll see in some of my
slides there where you would see on the medium
general service and the large general service, the
numbers are the same. We had to split them 50-50
because we don't have a lot of data right there.
And we'll true that up as we go forward, once we
get more data from the actual period.

COMMISSIONER WHITFIELD: Thank you, Mr.

Jackson. That's all I have, Mr. Chairman.
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CHAIRMAN HOWARD: Commissioners, any other
questions?

[No response]

Well, Ms. Howard, Mr. Jackson, thank you very
much. You did a great presentation. Also, thanks
to Dr. Lynch and Mr. Young.

If there's nothing else, Mr. Burgess, have you
got any closing remarks or comments you want to
make?

MR. BURGESS: No, sir, Mr. Chairman. Just
thank you for your time. We appreciate your
questions, and we hope and trust that you find all
this information very helpful.

CHAIRMAN HOWARD: We thank you for the
information, and this hearing is adjourned. Thank
you for coming.

[WHEREUPON, at 1:50 p.m., the proceedings
in the above-entitled matter were

adjourned. ]
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Objective of the IRP

To develop a resource plan that continues to
provide reliable and economically-priced
energy to our customers and meets all
environmental regulations.

CSCEXG.

A ECANA COMPANT





e ——

SCE&G’s 2011 IRP

® The Forecast and DSM
Impacts

* The Supply Plan

* Transmission Planning
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2010 Census Data
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FPopulation Change

FPopulation change is the rate of change in population between decennial censue years. While every census region grew considerably
during the twentisth century, the South and West experienced the largest increasss in population.
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Peak Demand — History & Forecast
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1980 5.5%
1990 2.6%
2000 2.7%
2008 2.0%
2010 1.2%
2020 1.5%
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Components of Peak Demand Forecast

Territorial Peak Demands (MWSs)

Year

2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

Baseline
Trend

4,961
5,056
5,178
5,310
5,419
5,524
5,638
5,746
5,858
5,980
6,090
6,205
6,322
6,436
6,554

Energy Efficiency

SCE&G Federal Total EE

Programs Mandates Impact
-9 -1 -10
-21 -3 -24
-36 -23 -59
-53 -43 -96
-74 -58 -132
-94 -67 -161
-117 -76 -193
-144 -86 -230
-175 -96 -271
-210 -106 -316
-210 -119 -329
-210 -129 -339
-210 -139 -349
-210 -149 -359
-210 -160 -370

System Demand
Peak Response

Demand
4,951
5,032
5,119
5,214
5,287
5,363
5,445
5,516
5,587
5,664
5,761
5,866
5,973
6,077
6,184

-225
-225
-225
-225
-225
-225
-225
-225
-225
-225
-225
-225
-225
-225
-225

Firm
Peak
Demand
4,726
4,807
4,894
4,989
5,062
5,138
5,220
5,291
5,362
5,439
5,536
5,641
5,748
5,852
5,959
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SCE&G Forecast of Summer Loads and Resources - 2011 IRP - BASE Load Scenario

YEAR 200110720121 -20131 - 20041+ 201520161 20071 2018201912020} 2028 2022} - 2023} 20241 - 2025

Load Forecast

1 Baseline Trend 4961 5056 5178 5310 5419 5524 5638 5746 5858 5980 6090 6205 6322 6436 6554

2 EE Impact -0 -4 59 9% 132 -161 193 230 211 -316 -39 -339  -349 -39 -370

3 Gross Teritorial Peak 4951] 5032) 5119] 5214| 5287| 5363] 5445 5516| 5587| 5664 5761| 5866 5973| 6077| 6184

4 Demand Response 225 25 225 25 225 25 25 225 225 25 225 225 225 25 25

5 Net Territorial Peak B b S v L e oo

6  Firm Contract Sales 250 250

7 Total Firm Obligation 4976 5057 4894 4989 5062 5138 5220 5291 5362 5439 5536 5641 5748 5852 5959
System Capacity

8  Existing T A R e e v e

Additions

9 Peaking/Intermediate 93

10 Baseload 614 614

11 Other -90 -210

12 Total System Capacity 5702 5702 5702 5702 5702 6226 6226 6226 6630 6630 6630 6630 6630 6630 6723

13 Firm Annual Purchase

14 Total Production Capability 5102| 5702 5702  5702| 5702| 6226 6226/ 6226 6630 6630 6630 6630 6630 6630 6723
Reserves

15 Margin (L14-L7) 726 645 808 713 640 1088 1006 935 1268 1191 1094 989 882 718 764

16 %Reserve Margin (L15/L7)  14.6% 128% 165% 14.3% 126% 21.2% 193% 17.7% 236% 219% 198% 175% 153% 133% 12.8%

17 %Capacity Margin (L151L14)  12.7% 113% 142% 125% 112% 175% 162% 150% 19.1% 180% 165% 14.9% 133% 1L7% 114%

< SCE&G. 8
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Reserve Margin Requirements
RESERVE MARGIN:
*12% Target Floor
*18% Target Ceiling
*Need for base load Nuclear Added
generation by 2016
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SCE&G 2011 Supply Portfolio

In-Service Summer
Date (MW)
Coal-Fired Steam:
Urqguhart — Beech Island, SC 1953 95
McMeekin — Near Irmo, SC 1958 250
Canadys - Canadys, SC 1962 385
Wateree — Eastover, SC 1970 684
*Williams — Goose Creek, SC 1973 605
Cope - Cope, SC 1996 420
Kapstone — Charleston, SC 1999 90
Total Coal-Fired Steam Capacity 2,529
Nuclear:
V. C. Summer - Parr, SC 1984 644
I. C. Turbines:
Hardeeville, SC 1968 12
Urqguhart — Beech Island, SC 1969 39
Coit — Columbia, SC 1969 28
Parr, SC 1970 60
Williams — Goose Creek, SC 1972 40
Hagood — Charleston, SC 1991 128
Urquhart No. 4 — Beech Island, SC 1999 48
Urguhart Combined Cycle — Beech Island, SC 2002 458
Jasper Combined Cycle — Jasper, SC 2004 872
Total I. C. Turbines Capacity 1,685
Hydro:
Neal Shoals — Carlisle, SC 1905 2
Parr Shoals — Parr, SC 1914 7
Stevens Creek - Near Martinez, GA 1914 9
*Columbia Canal - Columbia, SC 1927 3
Saluda - Near Irmo, SC 1930 200
Fairfield Pumped Storage - Parr, SC 1978 576
Total Hydro Capacity 797
Other: Long-Term Purchases 25
SEPA 22
Grand Total: 5,702
( m& e * Williams Station is owned by GENCO, a wholly owned subsidiary of SCANA, and Columbia
A& SCANA COMPANT Canal is owned by the City of Columbia. This capacity is operated by SCE&G.
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Capacity Mix

2010 Capacity Mix 2019 Capacity Mix
Biomass Biomass
1.0% 0.9%

Nuclear Gas 29.8% Gas 25.6%

11.4%
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28.4%
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“Generation Mix

2010 Generation Mix 2019 Generation Mix
Biomass
Hydro 3.4% 1.3% Biomass
YEesE 0\ /_ ’ Hydro 3.9% 1.3%
o N : _____Gas14.7%
| é’
Nuclear | Gas 23.1% "
21.2% |
Coal 24.2%
Nuclear
55-9%
Coal 51.0%

Non-emitting 26%
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CLEAN: Hydro, Nuclear and Biomass Energy

SCE&G Clean Energy Plan
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Some Influences on the Plan

* Forecast

e Load may grow faster than expected
* DSM Impacts

e Customer response to DSM offerings
* Supply Side

e New EPA Regulations

e Timing of COL license

BUT ...

SCE&G’s resource plan is very flexible and can be
modified to meet future challenges.

CscezG.
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Transmission Planning

Hubert C. Young, III
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Transmission PIannfng Objectives

Identify transmission expansion and modifications to safely, reliably and
economically:

- transmit electric power from SCE&G generators to SCE&G
customers

- transmit electric power from off-system purchases to SCE&G
customers

- provide Interconnection Service to all generators

- provide Transmission Service to wholesale customers, marketers
and generators

- maintain synchronism with the Eastern Interconnection

All of this, while maintaining compliance with NERC/ERO
Standards, SCE&G Criteria and FERC Rules

CscExG -
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ERO Standards

» North American Electric Reliability Corporation
(NERC/ERO)

e Developed in 1996

e Energy Policy Act of 2005 made these mandatory
http://www.gpo.gov/fdsys/pka/PLAW-109publ58/pdf/PLAW-109publ58.pdf

e FERC Approved

e Continuous revisions

e Transmission Planning Standards (TPL)

e Available at:
http://www.nherc.com/page.php?cid=2|20

CsScExG. 1
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SCE&G Criteria
» SCE&G Internal Planning Criteria

e Developed in 1970

e Available in annual FERC 715 filing in “Part 4" at:
http://www.oatioasis.com/SCEG/SCEGdocs/FERC 715 2011 - SCEG.pdf
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//ﬁn’r;ary of ERO Standards and SCE&G

Criteria

Loss of:
* any transmission line operating at 115kV or above
* any transmission transformer

* entire generating capability in any one plant

* any substation section and associated faclilities at
115kV or above

e all transmission lines on a common structure

* any single facility, followed by system adjustments,
followed by loss of another single facility

C SCE&G.
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FERC Rules

* Order 888 (Open Access)

* Order 889 (OASIS)

* Order 2003 (Generator Interconnection)

* Order 2006 (Small Generator Inter — Wind)

* Order 890 (Open and Transparent Planning Process)

* Links to these Orders avalilable at:
http://www.ferc.gov/legal/maj-ord-reg.asp

C SCE&G.
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Year 2o0nn
Base Case

Year + 1 h
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Criteria
Testing

Planning Cycle

Develops 10 Yr Transmission Expansion Plan

Alternative
Development

Transmission

Expansion
Plan for 2onn

Management
Approval

N

Cost/Benefit
Analysis

! ]

Solution
Selection
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QUEBEC
INTERCONNECTION

NERC INTERCONNECTIONS

WECC

WESTERN

INTERCONNECTION ~
/
7/
7

ERCOT >
INTERCONNECTION
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US Grid Planning Goals

» Focus on the interaction between systems and the impact of
that interaction on the reliability of serving load and providing
services

* Measure the ability of the grid to transfer power between
systems for reliability purposes

 Maintain Synchronism with the Eastern Interconnection

 Reduce the chance of widespread blackouts

CscesG. .
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US Grid Planning Groups

* Carolinas Transmission Planning Coordination Arrangement
(SCE&G, Duke, Progress, Santee Cooper)

» VSTE (Carolinas, Southern, TVA, Entergy)

» SERC (From New Orleans to Washington, DC and Savannah
to St. Louis)

» ERAG (Eastern Interconnection Interregional)

CsScExG. .
NA COMPANY
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! Eastern Interconnection Planning

Collaborative (EIPC)

» New effort initially funded by DOE ($16M)

* Develop transmission expansion information that will accommodate
Renewable Energy Standards (RES) options and other futures

 Futures Include:

e Renewable Energy Standards

* Nuclear Resurgence
Fuel Price Variability
Capital and Operating Cost Variability
Accelerated Energy Efficiency and DSM
Carbon Tax (EPA Rules)

Results will inform policy makers of
assoclated transmission cost

CscExG =
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/ SCE&G ANNUAL UPDATE ON

DEMAND SIDE MANAGEMENT Programs
and
Petition for Update to Rate Rider
Docket No. 2011-49-E

Allowable Ex Parte Communication Briefing to the
Public Service Commission of South Carolina

Felicia R. Howard
April 28, 2011
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SCE&G

DEMAND SIDE MANAGEMENT
* DSM Organization

* Residential Programs
* Commercial & Industrial Programs
* Advisory Group

N

Be EmnergyviVise at sceg.cormn? : Eﬂe]:g y“fise°
CSCEXG. “ran
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DSM ORGANIZATION
THEN

Felicia Howard
Director
Yolanda Cohen
Admin. Asst.
Sheryl Shelton
Sr. Analyst

N b
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DSM ORGANIZATION

ow

Felicia Howard
Director

Yolanda Cohen
Admin. Asst.

Sheryl Shelton Jennifer Mosser
Senior Analyst Res Program Mgr

Direct Options
Account Mgr

Opinion Dynamics

SCE&
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SCE&G Energy Info
Services

EIS Field Reps (5)

&

Salim Khalil Res

Nakeeah Garland [Richard Horton Res Lavita Harriford

Program Mgr Res Program Mgr Program Mgr C & | Program Mgr

———mm—mm—————n

ICF
Project Officer

ICF Project
Controller

ICF Home Perf ICF New Homes

ICF Lighting ICF HVAC ICFC&I
Program Mgr Program Mgr

Program Mgr Program Mgr Program Mgr

ez Ac(czo)unt Mer Local Account Mgr

HVAC Ttainer & Local Account Mgr
QA/QC 3)

APT Program Mgr

Local Account Mgr

APT Field Reps (3) 3)

SCE&G Large
Customer Group

SCE&G Customer
Service Engrg

Be EmnergyvWise at sceg. corn?

ICF Processing &
Customer Service

SCE&G
Customer Service

ICF
IT/Data Tracking

SCE&G
IT/Data Tracking

ICF
Marketing

SCANA
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RESIDENTIAL PROGRAMS

Rebates/ In-Home
Program Incentives | Education | Services

Home Energy Report

Energy Information Display v v v
Home Energy Check-up v v
Home Performance with ENERGY STAR v v v
ENERGY STAR Lighting v v

Heating & Cooling and Water Heater Equipment v v v
Heating and Cooling Efficiency Improvements v v v
ENERGY STAR New Homes v 4 v

> 2
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HOME ENERGY REPORT

Overview

Provides customers with insight regarding their electric usage
and how it compares with similar situated energy users and
recommendations on how to improve their energy efficiency

Customers opt-in to program by completing a Home Energy
Survey

Initial Home Energy Report provides insight into customers’
electric usage —

Monthly Home Energy Updates compare individual customer = _ .

usage to peer group =

A

-
Additional customized recommendations on ways to improve __-
energy efficiency provided in monthly communication —

Free of charge

R

Be EnergyviWise at sceg.cornt : Eﬂerg y“fise°
CSCEXG. “ran :
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HOME ENERGY REPORT

Overview

- Provides customers with insight regarding their electric usage and how it
compares with similar situated energy users and recommendations on how to
improve their energy efficiency

« Customers opt-in to program by completing a Home Energy Survey —
- Initial Home Energy Report provides insight into customers’ %
electric usage -
- Monthly Home Energy Updates compare individual customei -
usage to peer group zZ=
- Additional customized recommendations on ways to -
e

improve energy efficiency provided in monthly communication

- Free of charge =

Be ErnergyviWise at sceg.corr? e Ener Wse
CSCE&G. .
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HOME ENERGY REPORT

Status

Launched April 6, 2011

Targeted 250,000 residential customers

o First customer signed up 7 minutes after solicitation

0 More than 1100 customers signed up in 2 %2 days

7400+ participating customers to date

On-line customer portal established with library of energy efficiency tips

Monthly reports to begin in June

CScCE&G.

A ECANA COMPANT
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ENERGY INFORMATION DISPLAY

Overview

Provides customers with near real-time information on their
electric usage and costs and how they are impacted by
changes in customer activities

Discounted (value approx. $150) in-home energy display fﬁ’ﬂ-\
provided to customers

2 : Tech lﬁﬁ oy
Displays programmed with customer rate and meter ID .Al Ec. .
Customer able to easily monitor energy usage and costs .

. HHE M 18 ¥ 2
Customer able to better understand how changes in 129.53!"
activities change energy usage $ 19.10

Nominal ($40) charge to customer for display; $20 credited
back upon verification of successful monitor installation

Fee waived for low income customers

N

CscexaG. AR e e - EnergyWise
h Ty
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ENERGY INFORMATION DISPLAY

Status

e Phase 1launched November 15, 2010

* Devices provided free of charge to customers willing to
provide feedback on device operation

0 243 residential customers
0O 42 commercial customers

e Customer feedback insightful for implementation of next
phase

* Phase 2 launch date estimated 2" Quarter 2011

N

CscexaG. AR e e - EnergyWise
h Ty
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HOME ENERGY CHECK-UP

Overview

» Tier1 of two tiered whole-house approach

* Replaces previous Value Visit and In-Home Energy
Consultation

e  Walk-thru, visual inspection of customer home by SCE&G
representative

» Basic energy efficiency recommendations

» Energy efficiency measures provided to customers
0 10 CFL bulbs,
0 Water heater wrap and/or
0 Pipe insulation
e Information provided on other SCE&G and federal and state
incentives

» Free of charge

N

CscexG. oo meeeneer - EnergyWise
N

A ECANA COMPANT
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HOME ENERGY CHECK-UP

Status
e Launched October 1, 2010

e Program overview and downloadable application on
www.sceg.com/energywise

» 750+ Home Energy Check-ups since October

R

h\ Be ErmerogyviVise at sceg. comnt : EﬂergyWiseo
SCE&EG. g
WA COMPANT A N
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Overview

Tier 2 whole-house approach

Market transformation program stimulating customer demand
while developing contractor infrastructure for retrofit services

Comprehensive energy audit conducted by BPI certified contractor

on SCE&G Participating Contractor list

Typical contractor charge $300 - $600, but varies by contractor

Incentives up to $2500

0]

0::::0:1::1:0:::0:::0

Air sealing and insulation

Heating & cooling performance improvements

Heating & cooling equipment

Water heating equipment

$200 credit for audit if at least one eligible measure completed

Bonus incentive available for multiple measures

CSCEXG.

A ECANA COMPANT
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Status
» Launched March 1, 2011
« 2 Contractor recruitment sessions conducted

o Columbia/Lexington
o Charleston

8 Participating auditors/contractors listed on
www.sceg.com/energywise

+ Program overviews targeted at customers and contractors
available at www.sceg.com/energywise

Be EnergyvWise alt sceg-corrm?
SCE&G.

A ECANA COMPANT
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ENERGY STAR® LIGHTING

Overview

Increase awareness, market share, and purchase of ENERGY STAR® qualified
replacement lighting and lighting products

o Standard CFL bulbs

o Specialty CFL bulbs

o CFL fixtures

Discounted prices at retail stores
o Markdowns (automatic discount at register) up to $1.50 per bulb, $10 per fixture

o In-Store coupons completed by customers (discount taken off at register) of $1.50 per
single or multi-bulb package

o Each participating store offers markdowns or coupons, not both
Educational and point-of-purchase materials, such as banners, signs and
stickers placed and maintained in participating stores to attract shopper
attention to discounted products

N

CscexaG. e N S e - EnergyWise
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ENERGY STAR® LIGHTING

Status
® Launched February 14, 2011 .
® Markdowns in Home Depot, Costco, Wal-Mart , Sam’s Club, BWS AVE
Lowe’s and Ace Hardware D
® In-Store coupons at True Value INSTANT SAVINGS on setect
® In-Store lighting demonstrations ongoing
® List of store locations and addresses available at
WWWw.sceg.com/energywise
®  Links to information about CFL lighting applications and
proper disposal available at www.sceg.com/energywise
o

Be Errer Wise at sceg.corn? : Eﬂe “fise“
CscEzG. - i St

130,000+ discounted bulbs sold il

Brought to you by

S(:E&G_

R

A ECANA COMPANT
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Lighting Aisle
The Home Depot
Harbison Blvd

G

ERYBULB

Columbia, SC

LEPAER
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HEATING & COOLING AND WATER
HEATING EQUIPMENT

Overview

* Promotes installation of high efficiency heating and cooling equipment and non-electric
resistance water heating

e  Participating contractors critical to driving customer participation and responsible for
submitting on-line rebate applications

*  Quality Installation component to be introduced in 2012

» New construction and replacement in existing construction eligible for incentives from
$200 to $525

0]

O O O O

CscexaG. oo aeeeer -~ EnergyWise
ZraN

Central A/C

Air Source Heat Pump
Dual Fuel Heat Pump
Ground Source Heat Pump

Natural gas (tank or tankless), propane, electric heat pump or solar water heaters

N

A ECANA COMPANT
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HEATING & COOLING AND WATER
HEATING EQUIPMENT

Status

Launched March 1, 2011
8 Contractor recruitment sessions held, 4 more scheduled
0 Columbia/Lexington
0 Charleston
0 Beaufort
0 Aiken
7 Plumber recruitment sessions held, 9 more scheduled
0 Webinars
0 Columbia/Lexington
0 Charleston

70 Participating HVAC and Plumbing contractors listed on www.sceg.com/energywise

Program overviews targeted at customers and contractors available at www.sceg.com/energywise

N

Be EmnergyviVise at sceg.cormn? : Eﬂerg y“fise°
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HEATING & COOLING EFFICIENCY
IMPROVEMENTS

Overview

*  Promotes efficiency improvements of existing central air conditioner and heat
pump systems

*  Participating contractors critical to driving customer participation and responsible
for submitting on-line rebate applications

0 Contractors must participate in SCE&G sponsored technical training
0 Conformance with defined HVAC tune-up protocol required
0 Training eligible for continuing education credits
* Incentives from $60 to $150
o HVAC Tune-up
0 Ductsealing

0 Duct insulation

K

CscE&G. ermsmmammcsen | - BneipyWise
® “ra N
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EATING & COOLING EFFICIENCY
IMPROVEMENTS

Status

Launched March 1, 2011

Contractor recruitment sessions held in conjunction with Heating & Cooling and Water Heating
Equipment Program

0 Columbia/Lexington
0 Charleston
0 Beaufort
0 Aiken
2 Technical training sessions conducted, 5 more scheduled
0 Columbia
0 Charleston
0 Beaufort

23 Participating HVAC contractors listed on www.sceg.com/energywise

Program overviews targeted at customers and contractors available at www.sceg.com/energywise

N
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ENERGY STAR® New Homes

Overview

e Promotes accelerated growth of ENERGY STAR qualified
new homes in SCE&G service territory

e Program will educate builders to successfully construct,
market, and sell energy efficient homes

e Builders participate by committing to build a certain
number of ENERGY STAR qualified new homes

e Builders must use qualified HERS rater
e Incentives paid to builder/developer on per home basis

0 $750 per qualified home

0 Additional $250 for installation of non-electric resistance water
heater

R

h\ Be EmnergyviVise at sceqg. corn? : Eﬂerg y“fise°
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ENERGY STAR® New Homes

Status

Launched March 1, 2011
4 Builder and Rater recruitment sessions held

0 Columbia/Lexington
0 Charleston
0 Aiken
28 participating builders
15 participating raters
1200+ homes committed for Program Year 1

Implementation sessions held

0 Columbia/Lexington

0 Charleston

0 ENERGY STAR signage delivered to builders
Builder/Rater and customer program overview information
available on www.sceg.com/energywise

( mﬂ Be EnergyvWise alt sceg-corrm?

A ECANA COMPANT
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COMMERCIAL & INDUSTRIAL

PRESCRIPTIVE

Overview

*  Simplified method to encourage efficient purchase choices from established list of common measures

* Incentives based on equipment efficiency and performance standards

(0]

O O O O

0]

Lighting

New Construction Lighting

LED Traffic Signals

Unitary HVAC and HVAC Chillers

HVAC Variable Frequency Drives

Food Service and High Efficiency Equipment

*  Pre-and post-installation verifications performed on sample of projects and all projects over certain size
and cost thresholds

*  Trade allies recruited to participate in education sessions regarding incentives, participation processes
and requirements

*  Customers recruited through program communication and outreach activities, SCE&G account
representative referrals, and trade allies

( _ b 4
Be Energyv Wise al sceg._cornr? \ -
SCE&G. ~ EnergyWise
SRR





COMMERCIAL & INDUSTRIAL
PRESCRIPTIVE

Status
 Launched October 1, 2010
e 4 Trade ally education sessions held

0 Columbia
0 Charleston

* Nearly $120k rebates awarded and/or committed B

0 First rebate check presented to Charleston County
School District -- $50k

h\ Be EmeragyviVise at sceqg. comn?

A ECANA COMPANT
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COMMERCIAL & INDUSTRIAL
CUSTOM

Overview

« Provide incentives to offset the cost of qualifying energy efficiency
projects not covered by the Prescriptive Program

0 Projects may be unique to a customer’s operation

» Customers must apply for incentives in advance of initiating any
work
0 All projects must be pre-approved
0 Incentive amount determined on a project-by-project basis
0 Incentives capped at $25,000 per customer account, per year

e (Customers recruited through program communication and outreach
activities, SCE&G account representative referrals, and trade allies

N LA

! SCEX&G. b Energy“fise‘”
SRR

A ECANA COMPANT
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COMMERCIAL & INDUSTRIAL
CusTOM

Status

e Application available on www.sceg.com/energywise April 29th

» Installations on or after May 1 are rebate eligible

Be EFrnergyWise at sceg.corn? “» A { -
CscezeG ~BtergyWise
e 7y <





DSM ADVISORY GROUP

* Membership

ORS

Coastal Conservation League

SC Small Business Chamber

Governors Office (low income representative)

©:5::0:5:00103:0

Kimberly Clark (industrial customer representative)
» Convened September 2010 and January 2011
» Next meeting TBD late Spring/early Summer

h\ Be ErmnergyvWise at sceg.con? “» A { -
~ . .
ﬁﬁw NY N ‘; Energymse
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Calculation of DSM Rate
Component

Kenneth R. Jackson
April 28, 2011
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SHARED
NAIEN
INCENTIVE
PROGRAM
COSTS

DSM RATES
BY CLASS
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rogram Costs

» Total Balance of DSM related costs at November 30" of
a given year

* Balance includes Carrying Costs at the Company’s
Weighted Average Cost of Capital

* Five (5) year amortization of these costs to be applied
to rates (i.e. 20% of this Balance included in rate
calculation)

* Subject to ORS Audit

* Examples of costs include salaries of DSM employees,
implementation costs, rebates & incentives,
equipment, marketing, EM&YV, etc.

CscezG.
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SCE&G

Amortization of Program Costs for DSM Rate Calculation

Actual Balance of Program Costs @ 11/30/2010

Allocation

$ 1,770,706

Customer Class Allocation of One Year Amortization
Class Ratios * Balance for Rate Calculation
RES 66.70% S 1,181,060 S 236,212
SGS 20.38% S 360,870 35 72,174
MGS 6.46% S 114,388 S 22,878
LGS 6.46% $ 114,388 S 22,878
TOTAL 100.00% $ 1,770,706 $ 354,142
1 Determined from projected program-specific costs through November

2011. Subsequent periods will directly assign costs to customer classes
responsible for their causation and allocate indirect costs to customer
classes based on the directly assignable cost ratios from the Reporting Period.

CScCE&G.
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Net Lost Revenues

* Defined as retail revenue losses incurred as a result of
lost retail sales due to SCE&G’s new energy efficiency
measures, net of fuel and other variable O&M costs

* Formula = Energy savings by class (in kWh) x (average

retail rate by class - avg. class fuel component -
variable O&M by class)

* Projections trued-up when actual data becomes
available

* Subject to ORS Audit
® No carrying costs on NLR

A& ECA
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Net Lost Revenues (Exhibit 3)

Exhibit 3

SCE&G

Projection of Net Lost Revenues for DSM Rate Calculation
From December 2010 - November 2011

Program-Related

Customer Energy Savings (in Net Lost Revenue

Class KWH) Factors (S per KWH) Net Lost Revenues

RES 35,764,000 $0.08704 S 3,112,899

SGS 36,327,000 $0.06762 S 2,456,432

MGS 7,929,000 $0.05872 S 465,591

LGS 7,929,000 $0.03598 $ 285,285
Total: S 6,320,207

CScCE&G.

A ECANA COMPANT
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Shared Savings Incentive

* Equal to 6% multiplied by the estimated net benefits
of each energy efficiency program calculated using the
Utility Cost Test

* Incentive amortized over a five (5) year period for
inclusion in rates

* No carrying costs allowed on SSI
* Subject to ORS Audit

CscezG.

A SCANA COMPA
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SCE&G

Shared Savings Incentive (Exhibit 4)

Projection of Shared Savings Incentive
for DSM Rate Calculation

For December 2010 - November 2011

One Year

Customer Estimated Net 6% Shared Savings Amaortization for Rate
Class Benefits Incentive Calculation
RES s 11,757,410 S 705,445 S 141,089
SGS S 11,442,710 & 686,563 S 137,313
MGS S 3,508,426 S 210,506 S 42,101
LGS S 3,508,426 S 210,506 S 42,101

Totals: $ 1,813,020 S 362,604

CScCE&G.
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Sales

* Projected customer class-specific kWh sales for the
period that the rate factors will be in effect (May -
April)

* Small, Medium, and Large General Service class sales
adjusted for Industrial customer “Opt-Out” Provision

* Subject to ORS Audit

CscezG.

A SCANA COMPA
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Basic Calculation

Program Costs by class

+ Net Lost Revenues by class

+ Shared Savings Incentive by class

= Total Costs for Rate Recovery by class
+ Class-specific sales

= DSM Rate Component by class

CscezG.

A SCANA COMPA
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Basic Calculation (Exhibit 5]

SCE&G
DSM Rate Calculation
(Effective for the Recovery Period of May 2011 - April 2012)

Customer Class

Exhibit 5

Exhibit Small General Medium General Large General
No. Description Total Residential Service Service Service

2 Ameortization of Program Costs s 354,142 5 236,212 $ 72,174 S 22,878 % 22,878

3 Estimated Net Lost Revenues s 6,320,207 $§ 3,112,899 § 2,456,432 5 465,591 S 285,285

4 Shared Savings Incentive s 362,604 S 141,089 § 137,313 § 42,101 5 42,101
Total DSM Costs for Recovery 3 7,036,953 $ 3,490,200 5 2,665,919 $ 530,570 $ 350,264
Projected Class Sales (in GWH)
during the Recovery Period" 7,958.6 3,131.8 2,404.2 4,324.0
Rate per KWH B 0.00044 | $ 0.00085 | $ 0.00022 | $ 0.00008 |

! projected Class Sales are for the Recovery Period of May 2011 - April 2012 and are adjusted to account for those
customers who have opted-out of SCE&G's DSM programs.

CScCE&G.
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Summary of Rates

Rates Per kWh for DSM Rider

Residential $0.00026 $0.00044 $0.00018 *
SGS $0.00032 $0.00085 $0.00053
MGS $0.00011 $0.00022 $0.00011
LGS $0.00003 $0.00008 $0.00005

* Residential increase of $0.00018 per kWh would increase the average monthly bill for
a customer using 1,000 kWh on Rate 8 by 18 cents from $124.03 to $124.21, or 0.15%

A ECANA COMPANT
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