3:18-cv-00501-MBS  Date Filed 02/21/18 Entry Number 1  Page 1 of 9

UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF SOUTH CAROLINA
COLUMBIA DIVISION

Firemen’s Retirement System of St.

Louis, derivatively on behalf of SCANA
Corporation and individually and on C/A No. _ 3:18-501-MBS
behalf of all others similarly situated,

Plaintiff,
V.
NOTICE OF REMOVAL BY
Jimmy E. Addison, D. Maybank Hagood, DOMINION ENERGY INC. AND
Lynne M. Miller, James A. Bennett, SEDONA CORP.

Maceo K. Sloan, Sharon A. Decker, James
W. Roquemore, Alfredo Trujillo, John
F.A.V. Cecil, Gregory E. Aliff, Kevin B.
Marsh, Stephen A. Byrne, James M.
Micali, Harold C. Stowe, Dominion
Energy, Inc., and Sedona Corp.,

Defendants,
and

SCANA Corporation, a South Carolina
corporation,

Nominal Defendant.

PLEASE TAKE NOTICE THAT Defendants Dominion Energy, Inc. and Sedona Corp.
(collectively “Dominion”), by counsel and pursuant to 28 U.S.C. §§ 1332, 1441, 1446, and 1453,
hereby notice their removal of this civil action from the Court of Common Pleas for the Fifth
Judicial Circuit, County of Richland, State of South Carolina, to the United States District Court
for the District of South Carolina, Columbia Division. In support of its notice of removal,

Dominion states as follows:
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STATEMENT OF FACTS

1. On December 13, 2017, Plaintiff Firemen’s Retirement System of St. Louis filed a
Complaint, styled as a stockholder derivative action, in the Court of Common Pleas for the Fifth
Judicial Circuit in the County of Richland, State of South Carolina, against Jimmy E. Addison, D.
Maybank Hagood, Lynne M. Miller, James A. Bennett, Maceo K. Sloan, Sharon A. Decker, James
W. Roquemore, Alfredo Trujillo, John F.A.V. Cecil, Gregory E. Aliff, Kevin B. Marsh, Stephen
A. Byrne, James M. Micali, and Harold C. Stowe (collectively “SCANA Defendants”) based on
events related to the planned construction of two nuclear reactors in Fairfield County. The
Complaint was docketed as 2017-CP-400-7547.

2. On January 12, 2018, Plaintiff filed an Amended Complaint, now styled as a
putative class action in addition to a stockholder derivative action, adding claims against Dominion
and the SCANA Defendants based on events related to a planned merger involving Dominion and
SCANA.

3. Removal of this Complaint is timely under 28 U.S.C. § 1446(b) because this
Notice of Removal was filed within thirty days after January 22, 2018, when Sedona Corp. was
served with a copy of the Amended Complaint, the initial pleading setting forth the claims for
relief upon which this removal is based. Removal is also timely because this Notice of Removal
was filed within thirty days after January 30, 2018, when Dominion Energy, Inc. was served with
a copy of the Amended Complaint.

4, The United States District Court for the District of South Carolina, Columbia
Division, has jurisdiction over the County of Richland, in which the state court action is now
pending.

5. No previous application has been made for this relief.
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6. In accordance with 28 U.S.C. § 1446(a), the Amended Complaint and Summons
served on Sedona Corp. and Dominion Energy, Inc. are attached hereto as Exhibit A. No other
process, pleading, or order has been served on Sedona Corp. or Dominion Energy, Inc. at this time.

7. In accordance with 28 U.S.C. § 1446(d), Dominion will file a copy of this Notice
of Removal with the clerk of the Court of Common Pleas for the Fifth Judicial Circuit in the County
of Richland, State of South Carolina.

8. In accordance with 28 U.S.C. § 1446(d), Dominion will give written notice of the
filing of this Notice of Removal to Plaintiff through its attorney of record.

9. In filing this Notice of Removal, Dominion does not waive any, and specifically
reserves all defenses, exceptions, rights, and motions. No statement or omission in this Notice
shall be deemed an admission of any allegations of or damages sought in the Amended Complaint.

10. As more fully set forth below, this case is properly removed to this Court because
this Court has original jurisdiction over this action pursuant to the Class Action Fairness
Act, 28 U.S.C. §§ 1332, 1453 (2010) (“CAFA™).

GROUNDS FOR REMOVAL UNDER CAFA

11.  As set forth below, based on the allegations in the Amended Complaint, this
Court has subject matter jurisdiction pursuant to CAFA, 28 U.S.C. § 1332(d), because: (1) the
putative class consists of at least 100 proposed class members; (2) the citizenship of at least one
putative class member is different from that of at least any one of the Defendants; and (3) the
aggregate amount placed in controversy by the claims of Plaintiff and the putative class members

exceeds $5,000,000, exclusive of interest and costs.



3:18-cv-00501-MBS Date Filed 02/21/18 Entry Number 1  Page 4 of 9

A. The Putative Class Consists of at L.east 100 Proposed Class Members.

12. Plaintiff purports to bring this action both on behalf of itself and SCANA
Corporation stockholders. Am. Compl. § 183.

13. Plaintiff alleges that “as of December 19, 2017, SCANA had over 142.9 [million]
shares outstanding.” Am. Compl. §184. SCANA’s most recent annual report states that its
outstanding common shares “were held by approximately 25,000 shareholders of record.”
SCANA Corporation, Annual Report (Form 10-K) at 21 (Feb. 24, 2017).

14.  Accordingly, the aggregate number of class members in Plaintiff’s proposed class
is at least 100 for purposes of 28 U.S.C. § 1332(d)(5)(B). See Strawn v. AT & T Mobility LLC,
530 F.3d 293, 299 (4th Cir. 2008) (noting that a defendant’s data about class size is sufficient for

removal under CAFA).

B. The Citizenship of at I.east One Putative Class Member Is Different from That of
at Least One Defendant.

15.  Minimal diversity of citizenship exists between Defendants and the proposed
class as contemplated by CAFA, 28 U.S.C. § 1332(d)(2)(A)-(B).

16. On information and belief, Plaintiff is a citizen of the State of Missouri. See Mo.
Stat. § 87.125 (authorizing Missouri municipalities to create fire department pension funds); St.
Louis, Mo. Code § 4.18.015 (creating the Firemen’s Retirement System of St. Louis).

17. Plaintiff purports to bring this action on behalf of all SCANA Corporation
stockholders. On information and belief, SCANA Corporation stockholders are geographically
dispersed across the United States, and also include foreign states and/or citizens or subjects of
foreign states. 28 U.S.C. § 1332(d)(2)(B).

18.  Dominion Energy, Inc. is a citizen of the Commonwealth of Virginia because it is

incorporated under Virginia law and has its principal place of business in Virginia.
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19. Sedona Corp. is a citizen of the State of South Carolina because it is incorporated
under South Carolina law.

20.  Because the alleged class of SCANA Corporation stockholders is geographically
dispersed across the country and includes, on information and belief, foreign states and/or citizens
or subjects of foreign states, whereas Dominion Energy Inc. is a citizen of Virginia and Sedona
Corp. is a citizen of South Carolina, the citizenship of at least one putative class member is
different from the citizenship of at least one of the Defendants pursuant to 28 U.S.C.

§ 1332(d)(2)(A)-(B).

C. The Aggregate Amount in Controversy Exceeds $5.000.000. Exclusive of Interest and
Costs.
21. Under CAFA, the claims of the individual class members in a class action are

aggregated to determine if the amount in controversy exceeds $5,000,000. See 28 U.S.C.
§ 1332(d)(6). Because “no antiremoval presumption attends cases invoking CAFA, ... a
defendant’s notice of removal need include only a plausible allegation that the amount in
controversy exceeds the jurisdictional threshold.” Dart Cherokee Basin Operating Co., LLC v.
Owens, 135 S. Ct. 547, 554 (2014). Where, as here, Plaintiff fails to specify the alleged damages

29 ¢

at issue “with pinpoint precision,” “a defendant’s allegations rely to some extent on reasonable
estimates, inferences, and deductions.” Scott v. Cricket Commc ’'ns, LLC, 865 F.3d 189, 196 (4th
Cir. 2017). Plaintiff’s putative class claims meet the jurisdictional threshold based on Plaintiff’s
own allegations and their reasonable inferences.

22.  Plaintiff alleges that the proposed merger consideration “undervalues [SCANA],”

Am. Compl. § 20, and that “SCANA’s stockholders are receiving unfair consideration” as a result

of the planned merger with Dominion, Am. Compl. 9 23.
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23. Plaintiff alleges that Dominion agreed to transfer 0.6690 shares of Dominion
Energy, Inc. for each outstanding share of SCANA Corporation. Based on Dominion’s stock price
before the announcement of the planned merger, Plaintiff alleges that the proposed merger
consideration is approximately $55.35 per share, or $7.4 billion excluding debt, which is a
premium to SCANA Corporation’s current stock price. Am. Compl. 9 19-20.

24. Plaintiff alleges that if the same premium were applied to SCANA Corporation’s
stock price before the announcement of plans to discontinue the construction of two nuclear
reactors, “Dominion would have paid approximately $14 billion, almost twice the price.” Am.
Compl. § 20.

25. Plaintiff also alleges that the proposed merger consideration was inadequate
because analysts recently set price targets for SCANA Corporation at $58.50 or more. Am. Compl.
9 21. To match that price, Dominion would have to have offered additional merger consideration
of at least $400 million, based on Dominion’s stock price before the announcement of the planned
merger.

26. On the face of the Complaint, Plaintiff’s allegations imply claimed damages of at
least $400 million to approximately $7 billion, which easily satisfies the $5 million amount-in-
controversy threshold in 28 U.S.C. § 1332(d)(6).

27. In addition, Plaintiff seeks injunctive relief against the planned merger. Courts in
the Fourth Circuit “ascertain the value of an injunction for amount in controversy purposes by
reference to the larger of two figures: the injunction’s worth to the plaintiff or its cost to the
defendant.” JTH Tax, Inc. v. Frashier, 624 F.3d 635, 639 (4th Cir. 2010).

28. Plaintiff requests an injunction that would prevent the transfer of ownership of

SCANA Corporation from Plaintiff and other SCANA Corporation stockholders to Dominion.
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Am. Compl. Prayer for Relief §F. As noted above, Plaintift allegedly values ownership of
SCANA Corporation at $14 billion. Because injunctive relief will result in the putative class’s
continued ownership of an asset allegedly worth at least $14 billion, the requested injunction
satisfies the amount in controversy from Plaintiff’s viewpoint.

209. Based on the total consideration for the planned merger, Dominion values
ownership of SCANA Corporation at approximately $14.6 billion, including assumption of debt.
Am. Compl. § 163. Because injunctive relief will prevent Dominion’s acquisition of an asset for
which it agreed to provide consideration of approximately $14.6 billion, including assumption of
debt, the requested injunction satisfies the amount in controversy from Dominion’s viewpoint.

30. In addition, Plaintiff requests rescission of the planned merger “or any of the terms
thereof.” Compl., Prayer for Relief § H. Those terms include SCANA Corporation’s agreement
to pay Dominion $240 million (approximately 1.6% of the $14.6 billion total consideration) in the
event that SCANA Corporation does not consummate the proposed merger for certain reasons.
Am. Compl. § 22. The effect of the requested rescission would be to allow SCANA Corporation
to accept a competitor’s bid without paying the agreed termination fee. From Dominion’s
perspective, the requested rescission would deprive Dominion of a $240 million right, which also
satisfies the amount in controversy.

31. In sum, because the putative class is larger than 100 members, there is minimal
diversity between the parties, and the $5,000,000 amount in controversy requirement is satisfied,
this case is properly removed to this Court pursuant to CAFA, 28 U.S.C. §§ 1332(d),

1453.
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D. Removal of the Entire Case under CAFA Is Appropriate.

32.  Because the Amended Complaint added a claim against third-party Dominion for
aiding and abetting a breach of fiduciary duty, Plaintiff cannot meet the burden of establishing that
this lawsuit “solely involves” a claim that concerns a covered security, relates to the internal affairs
of a corporation, or relates to the rights, duties, and obligations created by or pursuant to any
security. 28 U.S.C. § 1453(d) (emphasis added); see Himmel v. Bucyrus Int’l, Inc., 2011 WL
13216971, at *2 (E.D. Wis. Aug. 23, 2011) (noting that “removal under CAFA 1is appropriate”
because the plaintiff asserted an aiding and abetting claim against the acquiring corporation and
its merger subsidiary “as third parties”).

33.  Because the Amended Complaint alleged a removable claim, the entire lawsuit is
removable. See Dinkel v. Gen. Motors Corp., 400 F. Supp. 2d 289, 294 (D. Me. 2005) (“The plain
language of CAFA makes clear that . . . it is the entire lawsuit that is removed, not merely the
claims against that defendant.”); Rosenberg v. Lexington Ins. Co., 2008 WL 11348720, at *3
(D.S.C. Sept. 30, 2008) (denying motion to remand where the complaint asserted both class and
derivative claims).

CONCLUSION

For the foregoing reasons, Dominion respectfully requests that this action be, and is hereby,
removed to this Court, that this Court assume jurisdiction of this action, and that this Court enter
such other and further orders as may be necessary to accomplish the requested removal and

promote the ends of justice.

[SIGNATURE PAGE FOLLOWS]
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Respectfully Submitted,

NEXSEN PRUET, LLC

s/ Andrew A. Mathias

William W. Wilkins Fed ID No. 4662
Burl F. Williams Fed ID No. 10556
Andrew A. Mathias Fed ID No. 10166
55 East Camperdown Way, Suite 400 (29601)
Post Office Drawer 10648

Greenville, SC 29603-0648

(864) 370-2211

(864) 282-1177 (facsimile)
BWilkins@nexsenpruet.com
BWilliams@nexsenpruet.com
AMathias@nexsenpruet.com

McGUIRE WooDS LLP

Brian E. Pumphrey'

Gateway Plaza

800 East Canal Street

Richmond, VA 23219-3916
(804) 775-7745

(804) 698-2018
bpumphrey@mcguirewoods.com

Counsel for Defendants Dominion Energy, Inc.
and Sedona Corp.

February 21, 2018

Greenville, South Carolina

' A pro hac vice Motion for Brian E. Pumphrey is forthcoming.
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EXHIBIT A

(STATE COURT DOCUMENTS: AMENDED SUMMONS
AND AMENDED COMPLAINT)
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STATE OF SOUTH CAROLINA, ) -
) IN THE COURT OF COMMON PLEAS
COUNTY OF RICHLAND )
) _
FIREMEN'S RETIREMENT SYSTEM OF ) AMENDED SUMMONS
ST. LOUIS, Derivatively on Behalf of
SCANA CORPORATION,
Plaintiff, )
) :
vs. ) CIVIL ACTION NO: 2017-CP-40-07547
)
JIMMY E. ADDISON, D. MAYBANK )
HAGOOD, LYNNE M. MILLER, JAMES
A. BENNETT, MACEO K. SLOAN,
SHARON A. DECKER, JAMES W. o .
ROQUEMORE, ALFREDO TRUIJILLO, ’ g % %
JOHN F.A.V. CECIL, GREGORY E. ““; &;ﬂ i
ALIFF, KEVIN B. MARSH, STEPHEN A. t—,’%ﬁ == ‘l/ W
BYRNE, JAMES M. MICALIL HAROLD [ L “‘g;. ‘Z.,;\‘:i‘
C. STOWE, DOMINION ENERGY, INC., “-f‘;f"”’ t b "
and SEDONA CORP., %C?i’ b 2
Defendants, ’;ﬁ’?: 2
-and- ' ' ng <
<
SCANA CORPORATION, a South Carolina 1
Corporation,
Nominal Defendant.
Defendant. )

TO THE DEFENDANT ABOVE-NAMED:

YOU ARE HEREBY SUMMONED and required to answer the complaint herein, a copy of
which is herewith served upon you, and to serve a copy of your answer to this complaint upon the
subscriber, at the address shown below, within thirty (30) days after service hereof, exclusive of the day
of such service, and if you fail to answer the complaint, judgment by default will be rendered against

you for the relief demanded in the complaint.

SCCA 401 (5/02)
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Columbia
, South Carolina

Dated: January 18, 2018

SCCA 401 (5/02)

Date Filed 02/21/18 Entry Number 1-1 Page 3 of 96

7

(N—prt

PlaiWy for Plaintiff
Addresy. Jamey'M. Gri

Griffin Davis LLC
6 Blanding Street, First Floor
Columbia, SC 29201

=
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STATE OF SOUTH CAROLINA

COUNTY OF RICHLAND

FIREMEN'S RETIREMENT SYSTEM OF
ST. LOUIS, Derivatively on Behalf of
SCANA CORPORATION and Individually
and on Behalf of All Others Smularly
Sttuated,

Plaintiff,
V.

JIMMY E. ADDISON, D. MAYBANK
HAGOOD, LYNNE M. MILLER, JAMES
A. BENNETT, MACEO K. SLOAN,
SHARON A. DECKER, JAMES W.
ROQUEMORE, ALFREDO TRUJILLO,
JOHN F.A.V. CECIL, GREGORY E.
ALIFF, KEVIN B. MARSH, STEPHEN A.
BYRNE, JAMES M. MICALL HAROLD
C. STOWE, DOMINION ENERGY, INC.,
and SEDONA CORP.,

Defendants,
~-and-

SCANA CORPORATION a South Carolma

corporatlon

Nominal Defendant.

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
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IN THE COURT OF COMMON PLEAS
FOR THE FIFTH JUDICIAL CIRCUIT

Case No.: 2017-CP-400-7547

AMENDED STOCKHOLDER
DERIVATIVE AND CLASS ACTION
COMPLAINT FOR BREACH OF
FIDUCIARY DUTY, WASTE OF
CORPORATE ASSETS, AND UNJUST
ENRICHMENT

45 9 9490
JOINE0W & ILIINNYIC
£€:h Hd 2| HYF BlOZ

Date Action Filed: December 13, 2017

DEMAND FOR JURY TRIATL

TERIE
ALNNOD ORYTIHMY

Plaintiff, by its attorneys, submits this Amended Stockholder Derivative and Class Acfion

Complaint for Breach of Fiduciary Duty, Waste of Corporate Assets, and Unjust Enrichment.

Plaintiff alieges the following on information and belief, except as to the allegations specifically

pertaining to plaintiff which are based on personal knowledge. This complaint is also based on

the investigation of plaintiff's counsel, which included, among other things, a review of public

filings with the U.S. Securities and Exchange Commission ("SEC") and a review of news

reports, press releases, and other publicly available sources.
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NATURE AND SUMMARY OF THE ACTION

1. This ig a stockholder derivative and class action brought by plaintiff individually
and on behalf of holders of the common stock of SCANA Corporation ("SCANA" or the
"Company") and derivatively on behalf of SCANA against certain of its officers and directors for
breach of fiduciary duty, waste of corporate assets, and unjust enrichment. These wrongs
resulted in billions of dollars in damages associated with the Company's abandonment of the
construction of two nuclear reactors at SCANA's Virgil C. Sumamer Nuclear Generating Station
("V.C. Summer") in Fairfield County, South Carolina, as well as to SCANA's reputation,
goodwill, and standing in the business community. Moreover, these actions have exposed the
Company to hundreds of millions of dollars in potential liability for violations of state and
federal law.

2. SCANA is an energy-based holding company that engages in electric and natural
gas utility operations throughout South Carolina, North Carolina, and Georgia. SCANA operates
through several wholly-owned subsidiaries, the largest and most significant being South Carolina
Energy & Gas ("SCE&G"). SCE&G generates, transiits, distributes, and sells electricity to
retail and wholesale customers. According to the Company's most recent Annual Report on
Form 10-K filed with the SEC, SCE&G's operating revenues constitute approximately 70% of
SCANA's total operating revenues,

3. SCE&G and South Carolina Public Service Authority ("Santee Cooper™), South
Carolina’s state-owned electric and water utility, announced a partnership in February 2006 to
construct two nuclear reactors at SCANA's V.C. Summer facility in Fairfield County, South
Carolina (hereinafter, the "Nuclear Project"). Under the agreement, SCANA owned a 55% stake

in the Nuclear Project.
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4. The Nuclear Project was of paramount importance to the Company. With its 55%
stake, SCANA's share of the construction costs amounted to well over $5 billion and would be a
massive undertaking. - Along with Santee Cooper, SCANA partnered with Westinghouse Electric
Company LLC ("Westinghouse" or "WEC") as primary contractor, as well as Chicago Bridge &
Iron Company N.V. ("CB&I"), in an agreement sigﬁed May 23, 2008. SCANA then presented a
cost and construction schedule for the Nuclear Project to the South Carolina Public Service
Commission ("SCPSC") in a filing dated May 30, 2008. The Nuclear Project broke ground on
March 9, 2013, amid promises that the reactors would come online by 2018.

5. The Nuclear Project, however, was mired with serious design, construction, and
cost headwinds from the beginning. The Individual Deféndants (as defined herein) were far
from prudent in their oversight of the planning and execuﬁon of the Nuclear Project, and actively
concealed - ongoing construction and management issues, in breach of their fiduciary duty.

6. SCANA received repeated warnings that the Nuclear Project was plagued by
design and management issues. For example, the Company issued a grievance letter in May
2014 signed by defendant Kevin B. Marsh ("Marsh"), SCANA's former Chief Executive Officer
("CEO"), to Westinghouse and CB&I that pointed to their ongoing design and management
issues causing significant delays and cost overruns with the construction of the_ reactors.
Moreover, the nonpublic letter indicated that Westinghouse had an insufficient plan for the
reactor design at the time that construction began, creating a ripple effect that prompted various
changes and delays.

7. Further implicating the Board's awareness, the Board approved an audit of the
Nuclear Project in August "2015 from the Bechtel Corporation ("Bechtel"), a large construction

and civil engineering firm. Bechtel conducted a thorough assessment of the Nuclear Project,
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including Westinghouse's design and management of its construction. As internal Santee Cooper
documents would later reveal, SCANA and Santee Cooper received a draft of Bechtel's audit as
early as November 2015 that demonstrated the Nuclear Project was failing. Bechtel assessed
that the construction was behind by two to three years, jeopardizing SCANA's requirement to
complete work by 2020 to remain eligible for $1.4 billion in federal tax credits. Bechtel further
i)rovided SCANA with 'scveral management integration issues between the Company and its
partners due to a "lack of shared vision, goals, and accountability” and "strained" relationships.

8. Even in the face of these revelations and setbacks, SCANA's fiduciaries created a
false impression to investors and state regulators that the project was running smoothly within a
reasonable budget and on schedule. As the goals and price continued to shift, the Individual
Defendants continued to make false and misleading statements, and omitted material
information, about the Nuclear Project's progress to fulfill short-term goals at the expense of
long-term integrity. The Individual Defendants refused to make public Bechtel's initial draft
audit and actively made efforts to redact or 'changc the report through SCANA's outside-counsel.
In particuiar, SCANA's fiduciaries insisted that Bechtel delete criticisms of their oversight of the
project and that the Company would not complete work prior to the 2020 deadline in an attempt
to leave these critical details out of Bechtel's final report.

9. On February 5, 2016, Bechtel finally issued a highly-critical 130-page report (the
"Bechtel Audit") to SCANA, which the Company had whitewashed by suppressing the most
critical findings of the draft Bechtel Audit. As the Nuclear Project was a core component of the
Company's future energy output, its progress was or should have been closely monitored by the
Individual Defendants. Through the Bechtel Audit, the Individuzl Defendants were on notice

that, among other things, the Nuclear Project suffered from poorly engineered construction plans,
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faulty designs, inadequate management of contractors, and worker turnover seriously impacting
the Company's ability to complete the project on schedule. The Bechtel Audit also provided
SCANA's Board of Directors (the "Board") with material issues regarding Westinghouse's lack
of transparency to the Company's fiduciaries. |
10.  Despite the shortcomings and risks associated with the Nuclear Project revealed
to the Board in the Bechtel Audit, the Individual Defendants purposefully concealed the findings
throughout 2016 and much of 2017. Instead, the Individual Defendants continued to issue
promotional videos, press releases, and public filings and announcements that created a
fundamentally false and misleading impression that the Nuclear Project was ruoning smoothly
and had met significant milestones. These statements also masked that the Individual
Defendants had grave concerns about Westinghouse's financial condition and ability to continue
' constructing the Nuclear Project. |
11, On March 29, 2017, Westinghouse filed for bankruptcy protection, undermining
the Company's previous public statements of its primary contractor's financial well-being.
Despite this loss, the Company's fiduciaries repeatedly assured investors and the public that the
Nuclear Project would be completed on schedule, claiming that the work on the project would
continue "without substantial disruption." The Company further provided slides to the SCPSC
that the Nuclear Project was nearing completion. The reality was that SCANA would not meet
any of its deadlines.
12.  This truth emerged on July 31, 2017, when SCANA announced that it was
abandoning construction of the Nuclear Project with only 40% of the goals complete. SCANA
finally publicly acknowledged that the Nuclear Project was plagued with delays and cost

overruns. Under South Carolina’s Base Load Review Act (the "BLRA"), the Board voted to
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ﬁthdraw SCANA's application with the SCPSC, and sought reimbursement for the Company's
costs from its ratepayers through the BLRA as a result of their malfe;asance totaling $4.9 billion.

13, SCANA's al;mpt abandonment of the Nuclear Prloject prompted South Carolina
Attorney General Alan Wilson to conduct an investigation into SCANA's role in the Nuclear
Project failure. Further, South Carolina Senate leaders called for a special legislative session to
investigate SCANA's abandonment of the Nuclear Project. It was through these efforts that the
existence of the Bechtel Audit was finally revealed.

14. With the revelation that the Bechtel Audit existed, authorities increased their
scrutiny of the Company’'s management of the Nuclear Project prior to its abandonment. After
refusing several times to release the Bechtel Audit to the public, South Carolina's Governor,
Henry McMaster, finally compelled SCANA to release it in September 2017. The South
Carolina House Committee also held a hearing soon after where House members scrutinized
SCANA. officials for their poor decision-making and management of the Nuclear Project. In an
article published by The Post ‘& Courier, South Carolina State Representative Russell Ott
asserted that the Individual Defendants' concealment of the Bechtel Audit was "a cover up" and
"deception at its core.” "The bottom line is they lied to everyone and they did it intentionally,"
Representative Ott stated.

15.  On September 21, 2017, the Company revealed that it had received a subpoena
from the U.S. Attorney's Office for the District of South Carclina seeking documents related to
SCANA's management of the Nuclear Project. By September 22, 2017, the State Law
Enforcement Division ("SLED") had launched a criminal investigation upon request of Attorney

General Wilson, focusing on SCANA's concealment of the Bechtel Audit. To make matters
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worse, on October 17, 2017, the Company announced that it had received a subpoena from the
SEC in connection with the Huclear Project.

16.  Under the BLRA, the Company had the right to seek reimbursement from
ratepayers for prudently incurred costs. But with the increased scrutiny over the Company's
concealment of the Bechtel Audit, SCANA withdrew its initial application for reimbursement.
In an appatent admission of imprudent expenses incurred in the construction of the Nuclear
Project, the Company proposed in a press release on November 16, 2017, to shift the
multibillion—doilar bill to its sfockholders. Even with the latest proposal, SCANA will still
recoup $29.5 million a month from ratepayers to cover the financing costs of the abandoned
project over the next ﬁfty\ years.

17.  Inthe wiake of these revelations, SCANA's stock has plunged almost 40%, or
$30.21 per share, erasing more than $4.3 billion in markef capitalization from the time the
Company received the Bechtel Audit until present. Further, as a direct result of this unlawful
course of conduct, the Companir is now the subject of numerous state and federal consumer class
action and federal securities class action lawsuits on behalf of investors who purchased
SCANA's shares. Also, the Company is subject to several ongoing criminal and civil
investigations related to the Nuclear Project, including by the South Carolina Attorney General,
South Carolina state Senate leaders, the U.8. Attorney's Office in South Carolina, the SEC, and
SLED.

18.  While the Company has significantly suffered, the same cannot be said for its
fiduciaries. Defendants Marsh, the Coﬁpmy's then-CEQ, and Stephen A. Byme ("Byme"), the

then-Chief Operating Officer ("COO"), announced their retirements in the wake of the
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abandonment of the Nuclear Project. Despite their participation in the wrongdoing, defendants
Marsh and Byme could receive tens of millions in total severance compensation.

19.  The Directors Defendants (as defined herein) recognized hthc liability they faced
and the financial distress that they caused and therefore began a self-dealing and flawed process
to attempt to rid themselves of this liability. On November 29, 2017, it was reported that
SCANA hired an investment banker to ook into a possible sale of the Company. Barely a month
later, on January 3, 2018, SCANA announced that defendant Dominion Energy, Inc.
("Dominion") agreed to purchase the Company in a stock for stock deal (the "Proposed
Acquisition"), Pursuant to the Proposed Acquisition, SCANA's stockholders would receive
0.6690 shares of Dominion stock for each share of SCANA stock (the "Proposed
Consideration™). Based on the companies' stock prices before the announcement of the Proposed
Acquisition, the Proposed Consideration is worth approximately $55.35 per share.!

20.  The Proposed Consideration undervalies the Company. Though defendants ate
able to clé.hn the Proposed Consideration is at a premium to SCANA's current stock price; that is
only because the Individual Defendants destroyed so much of the Company's value by their
faithless and illegal acts. The Pr0posed Consideration actoally represents a 12.4% discount to
the Company's stock price before the July 31, 2017 announcement of the shuttering of the
reactors at V.C. Summer. This significant discount demonstrates that the Proposed

Consideration fails to take into account the valuable derivative claims currently being pursued

! This implied per share price is based on the Dominion's thirty day average before the
announcement of the Proposed Acquisition. Based on Dominion's current stock price of
approximately $77.19 per share, the Proposed Consideration is worth only $51.64 per share,
further demonstrating the inadequately of the consideration. The Director Defendants could
have protected stockholders from some of this downside by negotiating a collar, but in their rush
to attempt to remove their liability failed to do so.
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against the Individual Defendants. Excluding debt, Dominion is paﬁng approximately $7.4
billion for the Company. If it paid the implied premium last summer before the Individual
Defendants' destruction of SCANA's value, Dominion would have paid approximately $14 -
billion, almost twice the price.

21. Furthér, even after the Individual Defendants' harmful actions, analysts still
expected SCANA's stock price to recover and rise above the Proposed Consideration. In
particular, Wells Fargo Securities set SCANA's price target at $65 per share and Mizuho
Securities USA Inc. had a price target of $58.50. In addition, SCANA's stock price traded over
the implied per share price éf the Proposed Consideration as a recently as September 27, 2017.

22.  The Director Defendants are also attempting 10 tie the hands of stockholders (and
the South Carolina government) and force them to approve the Proposed Acquisition. Under the
terms of the Agreement and Plan of Merger dated January 2, 2018 (the ';Merger Agreement"),
the Director Defendants agreed to a termination fee of $240 million. This means that, under
certain circumstances, if the Proposed Acquisition does not go through, SCANA will have to pay
Dominion $240 million. Ameng the different triggers for this substantial termination fee is the
disapproval of SCANA stockholders of the deal or Dominion's petition for approval to recoup
some of the costs related to the abmdomnent of the Nucléar Project if not approved by the
SCPSC (the "SCPSC Petition").

23.  As has unfortunately become the morm, while SCANA's stockholders are
receiving unfair conéideration, the same cannot be said for insiders. -Thc Director Defendants
currently own "phantom. stock units," equity consideration that is meant to mirror the price of
SCANA's stock, but can be exchanged for cash. The Director _Defendants will receive deferred

shares of Dominion stock for these phantom units, which will then convert automatically into
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Dominion stock when they retire. Dominion will appoint one SCANA director to its board of
directors (currently unnamed) and it appears that the other directors will retire upon completion
of the merger, effectively turning these phantom units into Dominion stock in connection with
the Proposed Acquisition.

24.  Further, executives, including defendants Jimmy E. Addison ("Addison"), Marsh,
and Bymme will receive tens of millions of dollars in change of control benefits. Included in these
benefits is the immediate vesting of the executives "performance shares," compensation that is
tied to SCANA's stockholders' return. In light of the significant, but short term, degradation in
SCANA's value due to the Individual Defendants' actions, executives would not have met these
stockholder return goals and would not have received these benefits.

25.  In short, the Proposed Acquisition is designed to unlawfully divest SCANA's
public stockholders of their holdings without providing them the maximized value they are
entitled to and without adequate information to evaluate the transaction.

26.  As the Director Defendants have unlawfully placed their own interests ahead of
SCANA's stockholders, the consummation of the Proposed Acquisition will result in irreparable
harm absent judicial intervention.

JURISDICTION EN

27.  This Court has jyrisdiction over each defendant named herein. SCANA is a South
Carolina corporation that conducts business in and maintains operations in this County, or is an
individual who has sufficient minimum contacts with this County to render the exercise of
jurisdiction by the South Carolina courts permissible under traditional notions of fair play and

Fl

substantial justice.

~10 -
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28.  Venue is proper in this Court because defendants Marsh and James A. Bennett
("Bennett") reside in this County. Additionally, a substantial portion of the transactions and
wrongs complained of herein occurred in this County, including the defendants’ primary
participation in the breaches of fiduciary duty and other legal violations which harmed the
Company. Further, defendants have received substantial compensation in this County by doing
business here and engaging in numerous activities that had an effect in this County.

THE PARTIES
Plaintiff

29.  Plaintiff Firemen's Retirement System of St. Louis was a stockholder of SCANA
at the time of the wrongdoing complained of, has continuously been.a stockholder since that
time, and is a current SCANA stockholder.

Nominal Defendant

30. Nominal Defendant SCANA is a South Carolina corporation with principal
executive offices located at 100 SCANA Parkway, Cayce, South Carolina. SCANA is an
energy-based holding company principally engaged, through subsidiaries, in regulated electric -
.and natural gas utility operations and other nonregulated energy-related businesses in South
Carolina, ﬁorth Carolina and Georgia. SCANA does not directly own or operate any significant
physical properties, but it directly hol'lds all of the capital stock of its subsidiaries. SCANA's
largest subsidiary, SCE&G, is a regulated public utility that provides electricity and natural gas
services to residential, commercial and industrial customers in South Carolina. As of December
31, 2016, SCE&G was engaged in the generation, transmission, distribution and sale of
electricity to approximately 709,000 customers and the purchase, sale and transportation of

natural gas to approximately 358,000 customers. As of February 20, 2017, SCANA and its
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subsidiaries had approximately 5,910 full-time, permanent employees. Upon completion of the
Proposed Acquisition, SCANA will become a wholly-owned subsidiary of defendant Dominion.
Defendants

31,  Defendant Addison is SCANA's CEQO and has been since January 2018 and
President and COO, SCANA Energy Marketing, Inc. and has been since May 2014. Defendant
Addison was also SCANA's Executive Vice President from January 2012 to January 2018; Chiefl
Financial Officer from May 2006 to January 2018; Senior Vice President from May 2006 to
Jaruary 2012; Vice President of Finance from August 2001 to May 2006; and held vatious
positions with the Company or its subsidiaries beginning in 1991. Defendant Addison is named
in related securities class action complaints that allege he violated sections 10(b) and 20(a) of the
Sepun'ﬁes Exchange Act of 1934 (the "Exchange Act"). Defendant Addison knowingly,
recklessly, or with gross negligence: (i) caused or allowed SCANA to disseminate improper
statements concerning the progress, cost, and completion schedule of the Nuclear Project; (ii)
concealed the Bechtel Audit revealing serious design, construction, and cost headwinds; and (1i1)

concealed concerns about the financial health of the Nuclear Project's primary contractor,

Westinghouse. SCANA paid defendant Addison the following compensation as an executive:

Change
Non-Equity in
Stock Incentlve Plan | Pension All Other
Year Salary Awards Compensation | Value Compensation Total
2016 $631,619 | $1,0564,398 $619,574 $194,123 $81,160 $2,580,874

32.  Defendant D. Maybank Hagood ("Hagood") is SCANA's Non-Executive
Chairman of the Board and has been since January 2018 and a director and has been since April
1999. Defendant Hagood was also Lead Director from April 2016 to January 2018. Defendant
Hagood was also member of SCANA's Nuclear Oversight Committee in at least March 2017 and

Chairman of the Audit Committee from at least March 2015 to at least March 2016. Defendant

212 -
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Hagood knowingly or recklessly: (1) caused or allowed SCANA to disseminate “Improper
statements conceming the progress, cost, and completion schedule of the Nuclear Project; (i)
concealed the Bechtel Audit rev;aaling serlous design, construction, and cost headwind;;; and (iif)
concealed concerns about the financial health of the Nuclear Project's primary contractor,

Westinghouse. SCANA paid defendant Hagood the following compensation as a director:

Fiscal Fees Paid in
Year Cash Stock Awards Total
2016 $101,900 $123,600 $225,500

33,  Defendant Lynne M. Miller ("Miller") is a SCANA director and has been since
April 1997. Defendant Miller was also a member of SCANA's Audit Committee from at least
March 2016 to at least March 2017 and Chairman and a member of the Nuclear Oversight
Committee in at least March 2015. Defendant Miller knowingly or recklessly: (i) caused or
allowed SCANA to aissenﬁnate improper statements concerning the progress, cost, and
completion schedule of the Nuclear Project; (ii) concealed the Bechtel Audit revealing serious
design, construction, and cost headwinds; and (iii) concealed concerns about the financial health
| of the Nuclear Project's primary contractor, Westinghouse. SCANA paid defendant Miller the

following compensation as a director:

Fiscal Fees Paid in
Year Cash Stock Awards Total
2016 $82,400 $123,600 $208,000

34.  Defendant Bennett is a SCANA director and has been since April 1997.
Defendant Bennet was also a member of SCANA's Audit Committee in at least March 2017 and
a member of the Nuclear Oversight Committee from at least March 2015 to at least March 2016.
Defendant Bennett knowingly or recklessly: (i) caused or allowed SCANA to disseminate

improper statements concerning the progress, cost, and completion schedule of the Nuclear
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Project; (i} concealed the Bechtel Audit revealing serious design, construction, and cost
headwinds; and (iii) concealed concerns about the financial health of the Nuclear Project's

primary contractor, Westinghouse. SCANA paid defendant Bennett the following compensation

as a director:
Change in Pension
Value and Nongqualified
Deferred
Fiscal Fees Paid in Compensation
Year Cash Stock Awards Earnings Total
2016 388,400 $123,600 $3,867 $215,867

35.  Defendant Maceo K. Sloan ("Sloan") is a SCANA director and has been since
April 1997, Defendant Sloan was also a member of SCANA's Nuclear Oversight Commitiee
from at least March 2016 to at least March 2017 and a member of the Audit Committee in at
least March 2015. Defendant Sloan knowingly or recklessly: (i) caused or allowed SCANA to
disseminate improper statements concerning the progress, cost, and completion schedule of the
Nuclear Project; (ii) concealed the Bechtel Audit revealing serious design, construction, and cost
headwinds; and (iii) concealed concerns about the financial health of the Nuclear Project's

primary contractor, Westinghouse. SCANA paid defendant Sloan the following compensation as

a director:
Fiscal Fees Paid in
Year Cash Stock Awards Total
2016 $86,400 $123,600 $210,000

36.  Defendant Sharon A. Decker ("Decker") is a SCANA director and has been since
October 2015. Defendant Decker was also a SCANA director from December 2005 to April
2013. Defendant Decker was a member of SCANA's Nuclear Oversight Committee in at least
March 2017. Defendant Decker knowingly or recklessly: (i) caused or allowed SCANA to

disseminate improper statements concerning the progress, cost, and completion schedule of the

-14 -



3:18-cv-00501-MBS  Date Filed 02/21/18 Entry Number 1-1  Page 18 of 96

Nuclear Project; (ii) concealed the Bechtel Audit revealing serious design, construction, and cost
headwinds; and (iii) concealed concerns about the financial health of the Nuclear Project's
primary contractor, Westinghouse. SCANA paid defendant Decker the following compensation

as a director:

Fiscal Fees Paid in
Year Cash Stock Awards Total
2016 $82,400 $123,600 $206,000

37.  Defendant James W. Roquemore ("Roquemore”) is a SCANA director and has
been since and has been since December 2007. Defendant Roquemore was also Chairman of
SCANA's Nuclear Oversight Committee from at least March 2016 to at least March 2017 and a
member of that committee from at least March 2015 to at least March 2017. Defendant
Roquemore knowingly or recklessly: (i) caused or allowed SCANA to disseminate improper
statements concerning the progress, cost, and completion schedule of the Nuclear Project; (if)
concealed the Bechtel Audit revealing serious design, construction, and cost headwinds; and (i)
concealed concerns about the financial health of the Nuclear Project's primary contractor,

Westinghouse. SCANA paid defendant Roquemore the following compensation as a director:

Fiscal Fees Paid in
Year Cash Stock Awards Total
2016 592 400 $123,600 $218,000

38.  Defendant Alfredo Trujillo ("Trujillo™ is a SCANA director and has been since
October 2013. Defendant Trujillo was also a member of SCANA's Nuclear Oversight
Committee from at least March 2015 to at least March 2017. Defendant Trujillo knowingly or
recklessly: (i) caused or allowed SCANA to disseminate improper statements concerning the
progress, cost, and completion schedule of the Nuclear Project; (ii) concealed the Bechtel Audit

revealing serious design, construction, and cost headwinds; and (iii) concealed concerns about
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the financial health of the Nuclear Project's primary contractor, Westinghouse. SCANA paid

defendant Trujillo the following compensation as a director:

Fiscal Fees Paid in
Year Cash Stock Awards Total
2016 $82,400 $123,800 $206,000

39.  Defendant John F.A.V. Cecil ("Cecil") is a SCANA director and has been since
October 2013. Defendant Cecil was also a member of SCANA's Audit Committee from at least
March 2015 to at least March 2017. Defendant Cecil knowingly or recklessly: (i) caused or
allowed SCANA to disseminate improper statements concerning the progress, cost, and
completion schedule of the Nuclear Project; (ii) concealed the Bechtel Audit revealing serious
design, construction, and cost headwinds; and (iii) concealed concerns about the financial health
of the Nuclear Project's primary contractor, Westinghouse. SCANA paid defendant Cecil the

following compensation as a director:

Fiscal Fees Paid in
Year Cash Stock Awards Total
2016 $82,400 $123,600 $206,000

40.  Defendant Gregory E. ALiff ("Aliff") is a SCANA director and has been since
October 2015. Defendant Alff was also Chairman of SCANA's Audit Committee in at east
March 2017 and a member of that committee from January 2016 to at least March 2017.
Defendant Aliff knowingly or recklessly: (i) caused or allowed SCANA to disseminate improper
statements concerning the progress, cost, and completion scheduie of the Nuclear Project; (ii)
concealed the Bechtel Audit revealing serious design, construction, and cost headwinds; and (ii1)
concealed concerns about the financial health of the Nuclear Project's primary contractor,

. Westinghouse. SCANA paid defendant Aliff the following compensation as a director:

Fiscal Fees Paid in
Year Cash Stock Awards Total
2016 $89,900 $123,600 $213,500

-16-
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41.  Defendant Marsh was SCANA's CEO from December 2011 to January 2018;
Chairman of the Boarﬂ from December-2011 to December 2017; and a director from January
2011 to December 2017. Defendant Marsh was also SCANA's President and COOQ from January
2011 to January 2018; Senior Vice President from May 1998 to Jamiary 2011; Chief Financial
Officer from 1996 to April 2006; President, SCE&G from May 2006 to November 2011; COO,
SCE&G from May 2006 to January 2011; and held various positions with the Company or its
subsidiaries beginning in 1984. Defendant Marsh is named in related securities class action
complaints that allege he violated sections 10(b) and 20(a) of the Exchange Act. Defendant
Marsh knowingly, recklessly, or with gross negligence: (i) caused or allowed SCANA to
disseminate improper statements concerning the progress, cost, and completion schedule of the
Nuclear Project; (ii) concealed the Bechtel Audit revealing serious design, construction, and cost
headwinds; and (iii) concealed concerns about the financial health of the Nuclear Project's
primary contractor, Westinghouse, SCANA paid defendant Marsh the following compensation

as an executive:

Change
Non-Equity in
Stock Incentive Plan | Pension All Other
Year Salary Awards | Compensation | Value | Compensation Total
2018 | $1.216,901 | $2,902,015 $1,432,431 $395,840 | $161,817 $6,108,804

42, Defendant Byme was SCANA's Executive Vice President from 2009 to January
2018 and President, Generation & Transmission and COQ, SCE&G from 2011 to January 2018.
Defendant Byrne was also Executive Vice President, Generation, Nuclear and Fossil Hydro,
SCE&G from 2009 to 2011; Senior Vice President, Generation, Nuclear and Fossil Hydro
SCE&G from 2004 to 2009; and held various positions with the Company or its subsidiaries

beginning 1995. Defendant Byrne is named in a related securities class action complaint that
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alleges he violated sections 10(b) and 20(a) of the Exchange Act. Defendant Byme knowingly,
recklessly, or with gross negligence: (i) caused or allowed SCANA to disseminate improper
statements concerning the progress, cost, and completion schedule of the Nuclear Project; (ii)
concealed the Bechtel Audit revealing serious design, construction, and cost headwinds; and (iii)
concealed concerns about the financial health of the Nuclear Project's primary contractor,

Westinghouse. SCANA paid defendant Byme the following compensation as an executive:

Change
Non-Equity in
Stock Incentive Plan | Pension All Other
Year Salary Awards Compensation | Value | Compensation Total
2016 | $631,619 $1,054,398 $819,574 $199,358 $77,192 $2,582,141

43, Defendant James M. Micali ("Micali") was a SCANA director from December
2007 to April 2017, Defendant Micali was also a member of SCANA's Audit Committee from at
least March 2015 to at least March 2017. Defendant Micali knowingly or recklessly: (i) caused
or allowed SCANA to dissemnate improper statements concerning the progress, cost, and
completion schedule of the Nuclear Project; (i) concealed the Bechtel Audit revealing serious
design, construction, and cost headwinds; and (iii) concealed concerns about the financial health
of the Nuclear Project's primary contractor, Westinghouse. While in possession of material,
nonpublic information concerning SCANA's true business health, defendant Micali sold 1,000
shares of his stock for $66,109 in proceeds. SCANA paid defendant Micali the following

compensation as a director:

Fiscal Fees Paid in
Year Cash Stock Awards Total
2018 - $91,400 $123,600 $215,000

44,  Defendant Harold C. Stowe ("Stowe") was SCANA's Lead Director from April
2013 to April 2016 and a director from April 1999 to April 2016. Defendant Stowe was also a

member of SCANA's Audit Commitiee from at least March 2015 to at least March 2016,
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Defendant Stowe knowingly or recklessly: (i) caused or allowed SCANA to disseminate
improper staternents concerning the progress, cost, and completion schedule of the Nuclear
Project; (ii) concealed the Bechtel Audit revealing serious design, construction, and cost
headwinds; and (iii) concealed concerns about the financial health of the Nuclear Project's

primary contractor, Westinghouse. SCANA paid defendant Stowe the following compensation

as a director:
Figcal Fees Paid in
Year Cash Stock Awards Total
2018 $47,800 $57,900 $105,500

45,  Defendant Dominion is a Virginia corporation with principal executive offices
locates at 120 Tredegar Street, Richmond, Virginia. Defendant Dominion is an energy utility
company that delivers electricity and natural gas to nearly five million homes and businesses. Tts
operations include 25,600 megawatts of electric generating capacity, 66,300 miles of natural gas
gathering, transmission, distribution, and storage pipelines, 64,200 miles of electric transmission
and distribution lines, and an underground natural gas storage system with approximately one
trillion cubic feet of storage capacity. As of December 31, 2016, Dominion has approximately
16,200 full-time employees, of which approximately 5,200 employees are subject to collective
bargaining agreements.

46.  Defendant Sedona Corp. ("Merger Sub") is a South Carolina corporation and is a
wholly-owned subsidiary of defendant Dominion. Upon completion of the Proposed
Acquisition, defendant Merger Sub will merge with and into SCANA and cease its separate
corporate existence.

47.  The defendants identified in Y31, 41-42 are referred to herein as the "Officer

Defendants.” The defendants identified in §32-41, 43-44 are referred to herein as the "Director
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Defendants." The defendants identified in y32-34, 39-40, 43-44 Iare referred to herein as the
"Audit Committee Defendants.” The defendants identified in §32-38 are referred to herein as
the "Nuclear Oversight Committee Defendants.” Collectively, the defendants identified in {{31-
44 are referred to herein as the "Individual Defendants."

DUTIES OF THE INDIVIDUAL DEFENDANTS
Fiduciary Duties

48. By reason of their positions as officers and directors of the Company, ¢ach of the
Individual Defendants owed and owe SCANA and its stockholders fiduciary obligations of trust,
loyalty, good faith, and due care, and were and are required to use their utmost ability to control
and manage SCANA in a fair, just, honest, and equitable manner. The Individual Defendants
were and are required to act in furtherance of the best interests of SCANA and not in furtherance
of their personal interest or benefit.

49.  To discharge their duties, the officers and directors of SCANA were required to
exercise reasonable and prudent supervision over the management, policies, practices, and
controls of thel financial affairs of the Company. By virtue of such duties, the officers and
directors of SCANA. were required to, among other things:

(a) conduct the affairs of the Company in an efficient, business-like manner in
compliance with all applicable laws, rules, and regulations so as to make it possible to provide
the highest quality performance of its business, to avoid wasting the Company's assets, and to
maximize ti1e value of the Company's stock;

(b}  remain informed as to how SCANA conducted its operations, and, upon

receipt of notice or information of imprudent or unsound conditions or practices, make
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reasonable inquiry in connection therewith, and take steps to correct such conditions or practices
and make such disclosures as necessary to comply with applicable laws; and
(¢)  ensure that the Company complied with its legal obligations and

requirements—including requirements involving the filing of accurate financial and operational
information with the SEC—and refrain from engaging in deceptive or fraudulent conduct.
SCANA's Code of Conduct and Ethics

50.  The Company implemented a Code of Conduct and Ethics (the "Code of
Conduet™). The Code of Conduct applies to all directors, officers, and employees of the
Company. Each person covered by the Code of Conduct must certify to his or her receipt and
understanding of his or her obligations under the Code of Conduct. As to lawful and ethical
behavior, the Code of Conduct states:

EXPECTATIONS OF PROFESSIONAL CONDUCT

It is our personal responsibility to uphold the Code of Conduct & Ethics each and
every day. Resources are available to help you understand the Company's
expectations. If you have a concern, talk about it with someone who is in a
position to help you. Report any conduct that is contrary to our SACRED Values.

Expectations of professional conduct apply to all employees, contractors, Board
members or agents of SCANA. High standards of honesty, respect for the law and
Integrity are essential in carrying out SCANA's business. They are’also essential
if we are to maintain the confidence of our customers and the communities we
serve.

As an employee, contractor, Board member or agent of SCANA, you must:
» Abide by SCANA's Code of Conduct & Ethics;
= Behave honestly and avoid illegal, unethical or improper conduct;

*» Be helpful, respectful and cooperative toward co-workers, customers, suppliers
and the general public;

» Have a practical working knowledge of the policies, laws and regulations
affecting your job responsibilities;
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» Seek guidance from your supervisor, manager or a Company officer when in
doubt about your responsibilities or the application of a policy;

« Report any actual or suspected violation of a law, rule or regulation through
your management chain or other available reporting resources. If the concern is
related to accounting, internal conirols, auditing matters or financial reporting
irregularities, contact the Corporate Compliance & Privacy Officer;

« Cooperate with any investigation of alleged wrongdoing;

« Be aware of the appearance of wrongdoing.

Additionally, if you are a member of SCANA management, yon must:
» Be an ethical leader;

» Monitor and ensure your employees attend required compliance training, abide
by the Code, and comply with laws, policies and regulations;

« Take appropriate actions to prevent conduct at work that creates an intimidating,
hostile or offensive work environment, or makes employees uncomfortable;

» Promptly and properly address situations before they escalate;

» Ensure systems and procedures are in place to protect Company assets and
legally achieve Company goals.

51.  The Code of Conduct requires accurate and truthful conduct when transacting
with government eﬁtities, stating:
GOVERNMENT TRANSACTIONS

POSITION STATEMENT

SCANA is committed to compliance with all applicable federal, state or local
laws and regulations when conducting its business.

EXPECTATION

" SCANA is a family of companies that complies with all rules and regulations set
by federal, state and local authorities where we do business. You are responsible
for understanding the laws, rules and regulations that apply to your job. SCANA
and its employees may be subject to substantial penalties and/or criminal
punishment for non-compliance with regulations.

Laws and regulations applicable to transactions with government entities contain.
special rules that are stringent. Be accurate and truthful in the preparation, review
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and submission of records, reports and other information. It is a crime to

knowingly make a false statement or representation to a government official or

agency. Any inquiries from govemnment officials regarding SCANA's business

activities should be reported to your management and/or SCANA's Legal

Department immediately.
Additional Duties of the Audit Committee Defendants

52.  In additional to the above duties, the Audit Committee Defendants, defendants
Aliff, Bennett, Cecil, Hagood, Micali, Miller, and Stowe, owed specific duties to SCANA to
assist the Board in overseeing the integrity of SCANA's financial statements. The Audit
Committee Charter further provides that the Audit Committee must oversee the Company's
compliance with legal and regulatory requirements. The Audit Committee is also charged with
reviewing the "status of significant risk(s) for which oversight" and reviewing "at least annually
SCANA's Corporate Risk Management program, its scope and effectiveness, and any other
SCANA policies with respect to risk assessment and risk management." The Andit Committee
must also discuss "SCANA's major financial risk éxposures and the steps management has taken
to monitor and control such exposures." The Audit Committee met quarterly throughout the

relevant period. The Audit Committee Charter states:

Duties and Responsibilities
ok ok
e  As appropriate or required, meet periodically and separately, with

management, SCANA's General Counsel, the external auditors, Corporate
Compliance and Audit Services, and the Risk Management Officer;

ok &

e  Review at least annually SCANA's Corporate Risk Management program,
its scope and effectiveness, and any other SCANA policies with respect to
risk assessment and risk management;

e  Review the status of significant risk(s) for which oversight is assigned to the
Committee by the Board of Directors;
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s  Discuss SCANA's major financial risk exposures and the steps management
has taken to monitor and control such exposures;

L

e Review with any disclosure committee of SCANA the effectiveness of
SCANA's disclosure controls and procedures;

® ok &

e Review with the exiernal auditors their opinion on management's
assessment of the effectiveness of internal control over financial reporting;

e  Review and discuss with management and the external auditors the annual
audited financial statements, including the disclosures to be made under
"Management's Discussion and Analysis of Financial Condition and Results
of Operations," and recommend to the Board the inclusion of the audited
financial statements in the Form 10-K, if appropriate; '

¢  Review and discuss with management and the external auditors the quarterly
financial statements, including disclosures to be made under "Management's
Discussion and Analysis of Financial Condition and Results of Operations,"
prior to the filing of each Form 10-Q, including the results of the external
auditors' review of the quarterly financial statements;

* ¥ %

e  Review all reports required to be submitted by the external auditors to the
Committee under Section 10A(b) of the Securities Exchange Act of 1934
(the "Exchange Act"), which requires that the external anditors inform the
Committee of illegal acts that have been detected or otherwise come to the
attention of the external auditors in the course of the audit, and require
senfor management to take timely and appropriate remedial action with
respect to such illegal acts;

ok %
¢  Review repdrts from Corpoi'ate Compliance and Internal Auditing regarding

SCANA's conformity with applicable legal requirements and its Code(s) of
Conduct;

e  Review with the Board any issues that arise with respect to the quality or
integrity of SCANA's financial statements, its compliance with legal,
regulatory, or ethical requirements, the performance and independence of 1ts
external auditors or the performance of Audit Services;

# %
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»  Establish procedures for the receipt, retention and treatment of complaints
received by SCANA regarding accounting, internal accounting controls or
auditing matters, and the confidential, anonymous submission by employees
of concerns regarding questionable accounting or auditing matters;

* % ¥

e  Review and assess annually the adequacy of the Committee's Charter and
recommend to the Board any improvements to the Charter that the
Committee deems to be necessary or appropriate; and
¢  Conduct an annual performance evaluation to compare the performance of
the Commitiee to the requirements of this Charter and any other duties or
responsibilities delegated to the Committee by the Board, and report to the
Board the results of the evaluation, which may take the form of an oral
presentation by a member of the Committee to the Board.
Additional Duties of the Nuclear Oversight Committee Defendants
53. The Nuclear Oversight Committee Defendants, defendants Bennett, Decker,
Hagood, Miller, Roquemore, Sloan, and Trujillo, are charged with oversight of the Company's
nuclear power operations. Meeting quarterly, the Nuclear Oversight Committee must monitor,
discuss, and evaluate SCANA's nuclear operations, "which include regulatory matters, operating
results, training and other related topics.” According to the Company's 2017 Proxy Statement on
Form 14A filed with the SEC, the Nuclear Oversight Committee Defendants periodically toured
V.C. Summer and its training facilities. "Additionally, the Committee routinely presents an
independent report to the Board on the status of [SCANA's] operations.”
Control, Access, and Authority
54.  The Individual Defendants, because of their positions of control and authority as
directors and/or officers of SCANA, were able 1o and did, directly and/or indirectly, exercise

control over the wrongful acts complained of herein, as well as the contents of the various public

statements issued by the Company.
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55.  Because of their advisory, executive, managerial, and directorial positions with
SCANA, each of the Individual Defendants had access to adverse, nonpublic information about
the financial condition, operations, and improper representations of SCANA, including
information regarding the several factors negatively impacting the Company's performance.

56. At all times relevant hereto, each of the Indi\fidual Defendants was the agent of
each of the other Individual Defendants and of SCANA, and was at all times acting within the
course and scope of such agency.

Breaches of Duties

57.  Each Individual Defendant, by virtue of his or her position as a director and/or
officer, owed to the Company and to its stockholders the fiduciary duty of loyalty and good faith
and the exercise of due care and diligence in the management and administration of the affairs of
the Company, aé well as in the use and preservation of its property and assets. The conduct of
the Individual Defendants complained of herein involves a knowing and culpable violation of
their obligations as officers and directors of SCANA, the absence of good faith on their part, and
a reckless disregard for their duties to the Company that the Individual Defendants were aware or
reckless in not being aware posed a risk of serious injury to the Company.

58.  The Individual Defendants breached their duty of loyalty and good faith by
allowing defendanté 1o cause, or by themselves causing, the Company to engage in making
improper statements to the public and SCANA's stockholders, improper practices that wasted the
Company's assets, and caused SCANA to incur substantial damage.

59.  The Individual Defendants, because of their positions of control and authority as
c;fﬁcers and/or directors of SCANA, were able to and did, directly or indirectly, exercise control

over the wrongful acts complained of herein. The Individual Defendants also failed to prevent
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the other Individual Defendants from taking such illegal actions. As a result, and in addition to
the damage the Company has already incurred, SCANA ‘has expended, and will continue to
expend, significant sums of money.

NSPIRACY, AIDING ABET G, AND

60. In committing the wrongful acts alleged herein, the Individual Defendants have
pursued, or joined in the pursuit of, a common course of conduct, and have acted in concert with
and conspired with one another in furtherance of their common plan or design. In addition to the
wrongful conduct herein alleged as giving rise to primary liability, the Individual Defendants
further aided and abetted and/or assisted each other in breaching their respective duties.

61. During all times relevant hereto, the Individual Defendants, collectively and
individually, initiated a course of conduct that was designed to and did: (i) conceal harmful
information relating to SCANA's Nuclear Project that rendered statements in the Company's
SEC filings and public announcements improper; (ii) deceive the investing public, including
stockholders of SCANA, regarding the Individual Defendants’ management of SCANA's
operations and the Nuclear Project's estimated cost and timeline; and (iii) enhance the Indiv-idual
Defendants' executive and directorial positions at SCANA and the profits, power, and prestige
that the Individual Defendants enjoyed as a result of holding these positions. In furtherance of
this plan, conspiracy, and course of conduct, the Individual Defendants, collectively and
individually, took the actions set forth herein.

62.  The Individual Defendants engaged in a conspiracy, common enterprise, and/or
common course of conduct. During this time, the Individual Defendants caused the Company to.

issue improper financial statements.
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63.  The purpose and effect of the _Individual Defendants' conspiracy, common
enterprise, and/or common course of conduct was, among other things, to disguise the Individual
Defendants' violations of law, breaches of fiduciary duty, wa.ste of corporate assets, and unjust
enrichment; and to conceal adverse information concerning the Company's operations, financial
condition, and future business prospects.

64.  The Individual Defendants accomplished their conspiracy, common enterprise,
and/or common course of conduct by causing the Company to purposefully or recklessly release
improper statements. Because the actions described herein occurred under the authority of the
Board, each of the Individual Defendants was a direct, necessary, and substantial participant in
the conspiracy, common enterprise, and/or common course of conduct complained pf herein.

65.  Fach of the Individual Defendants aided and abetted and rendered substantial
assistance in the wrongs complained of herein. In taking such actions to substantially assist the
commission of the wrongdoing complained of herein, each Individual Defendant acted with
knowledge of the primary wrongdoing, substantially assisted in the accomplishment of that
wrongdoing, and was aware of his or her overall contribution to and furtherance of the
wrongdoing.

THE NUCLEAR PROJECT IS MIRED IN DESIGN FLAWS,
CONSTRUCTION DELAYS, AND COST OVERRUNS

Background of the Nuclear Project

66.  SCANA is a South Carolina corporation created as a holding company. It holds
directly all of the capital stock of its subsidiaries. Primary among its subsidiaries is SCE&(G,
which engages in the "generation, transmission, distribution and sale of electricity to
approximately 709,000 customers and the purchase, sale and transportation of natural gas to

approximately 358,000 customers (each as of December 31, 2016)" according to the Company's
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most recent Annual Report on Form 10-K for the fiscal year ended December 31, 2016, filed
w1th the SEC on February 24, 2017 {the "2016 Form 10-K"). "SCE&G's electric service territory
extends into 24 counties covering nearly 16,000 square miles in the central, scuthern and
southwestern portions of South Carolina."

67.  Beginning in at least 2006, SCANA began significant lobbying efforts with the
South Carolina Legislature fo pass the BLRA. On information and belief, t.his lobbying effort
cost the Company millions of dollars, and focused on persuading legislators that South Carolina
ratepayers should foot the bill for any cost overruns for the Nuclear Project. The South Carolina
Legislature adopted the BLRA on May 3, 2007. The BLRA provided a blank check to SCANA,
allowing the Company to raise electric rates in South Carolina to fimd the construction of the
Nuclear Project if it went over budget or fell behind schedule.

68.  An article dated September 2, 2017, published by The Post and Courier, noted
that "[a]ll but one of the 32 lawmakers investigating the demise of thel V.C. Summer nuclear
project have taken campaign contributions from the utility [SCANA] responsible for building it,
highlighting the extent of the power industry's efforts in Columbia." The article linked the
lobbying efforts to the fast tracking of the BLRA in 2007 "a law that broke tradition and allowed
private utilities — SCE&G in this instance — to bill customers for power plants before they're
completed.”

69. The BLRA is not completely without oversight. While the BLRA establishes
SCANA's right to recover prudently incurred development costs in the event of abandonment,
the SCPSC determines whether a utility has accrued those costs prudently at the time of

abandonment.
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70. By 2008, SCANA's subsidiary, SCE&G bhegan the process of obtaining
construction and operating licensing for two 1,117 megawatt nuclear electric-generating units at
V.C. Summer in Fairfield County, South Carolina, with the SCPSC and the U.S. Nuclear
Regulatory Commission. SCE&G partnered with Santee Cooper, a state-owned utility in South
Carolina, in a joint venture for the planning and construction of the Nuclear Project. SCANA,
through SCE&G, was 55% responsible for the joint venture. SCE&G and Santee Cooper
commissioned Westinghouse, a subsidiary of Toshiba Corporation ("Toshiba"), to be primary
designer and contractor, and CB&I (collectively, the "Consortium™) for the building of the two
nuclear plants under an engineering, procurement, and construction ("EPC") contract.

71.  SCANA, through SCE&G, filed a combined application on May 30, 2008, for a
Certificate of Environmental Compatibility, Public Convenience and Necessity, and for a Base
Load Review Order, with the SCPSC and the South Carclina Office of Regulatory Staff ("ORS™")
under the BLRA. According o a press release issued by the Company that same day, SCANA's
share of the cost of construction would amount to $5.4 billion. SCANA stated that Unit 2 would
come online in 2016, and Unit 3 in 2019. The Nuclear Project finally broke ground in March
2013, but was still plagued by construction delays and cost increases.

72, In 2016, V.C. Summer's preexisting Unit 1 provided approximately 5.8 million
megawatt hours, representing 25% of SCANA's total energy generation through SCE&G. With
the construction and supposed completion of Units 2 and 3, the Company boasted that its energy
generating capacity and the percentage of total generating capacity represented by nuclear
sources would greatly increase. SCANA stated in its 2016 Form 10-K that SCANA would be
retiring many coal-fired plants, and adding renewable, nuclear energy to replace this segment.

By 2021, the Company projected that approximately 56.7% of its generated energy would come
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from nuclear power, emphasizing the impo@ce that the Nuclear Project held as part of the
Company's overall strategy.
The Nuclear Project Is Delayed Due to Known Constraction, Cost, and Management Issues

73. On March 2, 2009, the SCPSC approved the EPC contract and construction
schedules provided by SCANA. The construction of the Nuclear Project, however, was {raught
with known construction delays, cost increases, and issues with Westinghouse's management
from the beginning. On several occasions, SCANA sought approval from the SCPSC for cost
increases totaling approximately $2 billion in additional construction costs, as well as scheduling
delays of up to three years.

74.  The first cost increase came in November 2010, At this time, SCANA submitted
a petition to the SCPSC to increase its capital cost forecast for the Nuclear Project by $174
million, which SCPSC approved.

75.  The Company requested and received another capital cost forecast increase from
the SCPSC of $283 million in May 2012. The request also included a delajr of the construction
schedule for Unit 2 until March 15, 2017, and an acceleration of the construction of Unit 3 to
May 15, 2018.

76.  Company fiduciaries were aware of Westinghouse and CB&I poor management
of the Nuclear Project as early as at least 2014. An internal letter from defendant Marsh dated
May 6, 2014, to executives at Westinghouse and CB&I, aired SCANA's grievances regarding
Westinghouse's ongoing failures under the EPC contract (the "May 2014 Grievance Letter").
Among these issues not shared with the public, SCANA noted that design issues contributed to
ongoing project delays which had "tested [SCANA's] resolve." Defendant Marsﬁ also pointed to

high executive turnover since the project began in May 2008, as well as major litigation that
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Westinghouse had become embroiled in due to EPC agreements with two other utilities which
had overextended the contractor. He further noted that there was an "evident deterioration" of
the relationship b;:t\hreen senior management within the Consortium, and that management was
"less focused and seem[ed] intent on taking advantage of [SCANA's] cooperative nature."

77.  The May 2014 Grievance Letter also pointed to design issues that the Company
asserted “contributed to the project delay." Specifically, defendant Marsh identified the delayed
completion of Issued For Construction ("IFC") drawings. According to the May 2014 Grievance
Letter, the Company was advised that the Consortium had design delays in May 2012, when
Westinghouse informed the Company that it would not meet the October 11, 2012 schedule for
manﬁr of the IFC packages. While Westinghouse then initially reported 94% completion of the
IFC documents in December 2013, Westinghouse backtracked on March 31, 2014, when the
contractor reported that the IFC documents were only 88% complete. Westinghouse's many
" design changes adversely impacted the structural and civil work on the Nuclear Project, as well
as multiple license amendment requests.

78.  Despite Westinghouse's shortcomings aﬁd the attendant risk, SCANA continued
its relationship with the contractor in the face of continved delays and cost overruns, Repoits in
the media pointed to flaws in the design that created delays downstream. An article published by
The Adssociated Press in July 2014 entitled "Promises of Easier Nuclear Construction Fall Short”
stated that analysts found the designs "were hard or impossible to make." The article's author
consulted engineers to assess the Nuclear Project's progress and found that "[u]tility companies
[including SCANA] got early warnings but proved unable to avoid the problems.”

79.  The rising costs and increasing delays affected SCANA's ability to capitalize on

its retum on capital. In June 2015, the ORS and South Carolina’s Energy Users Committee
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agreed to no longer challenge SCANA's changes to its construction and capital cost forecasts in
exchanged for a return on capital rate reduction from 11% to 10.5%, affecting the Company's
future operating revenues.

80. In September 2015, SCANA sought and received from the SCPSC an increase in
its capital cost forecast of $698 million. This submission was accompanied by a construction
scheduling delay until January 19, 2019 for Unif 2 and June 16, 2020 for Unit 3.

81. In October 2015, Fluor Corporation ("Fluor"), a global engineering and
construction firm, replaced CB&I as a subcontractor. On October 27, 2015, SCE&G, Santee
Cooper, and the Consortium amended the EPC contract, effective in December 2015. As part of
the agreement, Westinghouse engaged Fluor as its subcontracted construction manager.

82.  Again in May 2016, the Company requested and received permission to enter a
fixed price contract with Westinghouse that included an additional $832 million in its capital cost
forecast. SCANA also sought to extend the completion date of the Nuclear Project once again,
with Unit 2 to be completed August 3, 2019, and Unit 3 to August 31, 2020.

83.  Internal Santee Cooper documents obtained by The State demonstrated that
SCANA officials, including defendant Marsh, knew that SCANA needed to overhaul the
menagement of the Nuclear Project. The article dated September 7, 2017, entitled "SCE&G
Failed to Heed Santee Cooper Warnings at Bungled Nuke Project, Records Show,”" pointed to a
June 18, 2016 email from non-defendant Santee Cooper executive Lqmlie Carter to defendant
Marsh. Based on studies conducted in 2015, non;defendant Carter conveyed to defendant Marsh
the need for "onboard experts to help work on key issues and improve management of the
project.”" By November 2016, non-defendant Carter emailed to defendant Marsh that "SCANA's

project management team ... does not have the comprehensive skills and depth of experience
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necessary in engineering, sc_;heduling, project controls and construction to manage a large new
build project with coruplexities." Non-defendant Carter further reiterated the need to hire an
outside manager and asked defendant Marsh "why this has not yet been done."

84, The Board was also aware that Westinghouse's management of the Nuclear
Project was in danger due to the confractor's impending bankruptcy. Internal documents
uncovered by The State cited in its September 7, 2017 article revealed that on March 21, 2016,
the Company's Board met with Santee Cooper's Board to discuss how the possibility of
Westinghouse's bankruptcy risked the completion of the Nuélear Project. The article noted that
Santee Cooper pushed at this time to retain an outside bankruptcy lawyer due to concerns about
the financial health of Westinghouse and its parent, Toshiba. This was a full year before
Westinghouse officially declared bankruptey, vet the Board took no action.

85.  An article in The Post and Courier addressed the May 2016 cost overruns and
construction delays associated with the Nuclear Project. The article focused on ratepayers'
concerns that they would be strapped with the costs of these overruns. The article stated:

Did you know that South Carolina law allows utility companies to charge

consumers more for cost overruns on big projects like building a muclear power
plant?

It sounds shocking, but the Office of Regulatory Staff (ORS) just published a
report showing that SCE&G V.C. Summer project has cost $1.5 billion more than
originally estimated.

And guess who is footing the bill? South Carolina consumers, many of whom
live on modest incomes and cannot afford these additional costs.

AARP South Carolina continues to raise concerns about the cost overruns that
have resulted during the current SCE&G capital improvement projects. The most
serious questions we raised about the state regulations that allow SCE&G to
charge consumers for cost overruns remain unanswered.

¥ % %
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Consumers should not be forced to continue paying good money after bad, if in
fact there is a better alternative. Is there an opportunity for an analysis to
determine alternatives?

Why should utilities like SCE&G even try and control costs on power plant
projects, since the financial risk is borne by consumers and not the company?

In addition, why is there no provision to allow for refunds or rebates to consumers
if a project goes bad?

With every passing year, as the V.C. Summer project grows more expensive,
these questions become more urgent. Consumers should not be forced to continue
paying their hard-earned money with no end in sight.

AARP urges the ORS to remember the best interests of everyday South

Carolinians, maintain close oversight of this project, and address our areas of
concern in a timely manner.

86.  The worsening financial condition of Westinghouse and its impact on the Nuclear
Project caught the attention of industry analysts. In June 2016, Morgan Stanley downgraded the
Company's stock rating from "equal weight" to "underweight,” an indication that SCANA. was
expected to underperform other companies within the industry. The rating change was tied to
concerns that if Toshiba's and Westinghouse's financial condition continued to worsen,
Westinghouse would not be able to honor the terms of the EPC with SCANA and default on its
obligations to complete the Nuclear Project.

87. By February 2017, Westinghouse's potential financial collapse that SCANA left
unaddressed became a practical inevitability. On Febrﬁary 14, 2017, Toshiba, parent of
Westinghouse, announced a delay in the release of its quarterly earnings report due to ifs
concerns over its accounting controls over Westinghouse, In particular, Toshiba estimated that it
would need to write down $6.3 billion related to the Nuclear Project. Toshiba's Chairman at the

time, Shigenori Shiga, resigned in the wake of this massive wnte-down.
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88.  That same day, February 14, 2017, SCANA issued a revised completion schedule
for the Nuclear Project yet again. This shift was substantial: Unit 2 would now not be completed

until April 2020, and Unit 3 not until December 2020.

The Bechtel Audit Further Alerts the Individual Defendants to Ongoing Construction,
Cost, and Management Issues with the Nuclear Project

89.  In the midst of mounting delays and cost overruns, Santee Cooper's management
began to urge SCANA to hire Bechtel to perform a comprehensive assessment of the Nuclear
Project to mifigate these issues. In April 2015, SCANA and Santee Cooper met with the
" engineering firm Bechtel to evaluate the engineering firm's proposal for its Audit. Defendant
Marsh agreed to seek the Board's approval of Bechtel as auditor. By August 6, 2015, SCANA
and Bechtel had signed an agreement for Bechtel to perform its audit by the end of 2015 at a cost
of $1 million, an agreement approved by the Board.

90.  Through the assessment provided by Bechtel in its draft Audit, SCANA and the
Board were on notice that the Nuclear Project schedule was at significant risk of non-completion.
Bechtel completed the first draft of its initial findings as early as October 22, 2015. Bechtel tﬁen
delivéred the draft Audit report to SCANA on November 9, 2015. The draft Audit stated that
"the current schedule is at risk,” listing several significant issues pushing the completion dates
for Units 2 and 3 well past the 2020 date. According to the draft Audit, "to-go scope, quantities,
installation rates, productivity, and staffing levels all point to project completion later than the
current forecast," pushing the compl;ation date of both Units to June 2023, This critical
reassessment jeopardized SCANA's ability to receive the $1.4 billion in federal tax credits

needed to finance the project.
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91. In addition to an overall assessment that the Nuclear Project would not be
completed by the dates SCANA provided to the regulators and the public, Bechtel's draft Audit
contained a comprehensive list of shoricomings and risks plaguing the operation. Bechtel
pointed to a lack of project management, plans and schedules that did not reflect reality, and
strained relations between the parties within the Consortium, among other things. The draft

Bechtel Audit stated:

e The to-go scope quantities, installation rates, productivity, and staffing
levels all point to project completion later than the current forecast.

s While the Consortium's engineering, procurement, and construction (EPC)
plans and schedules are integrated, the plans and schedules are not
reflective of actual project circumstances.

¢ The Consortium lacks the project management integration needed for a
successful project.

e There is a lack of shared vision, goals, and accountability between the
Owners and the Consortium.

¢ The Contract does not appear to be serving the Owners or the Consortium
particularly well.

e The detailed engineering design is not yet completed which will
subsequently affect the performance of procurement and construction.

» The issued design is often not constructible resulting in a significant
number of changes and causing delays.

» The oversight approach taken by the Owners does not allow for real-time,
appropriate cost and schedule mitigation.

e The relationship between the Congortium partners (Westinghouse Electric
Company (WEC) and Chicago Bridge & Iron (CB&I)) is strained, caused
to a large extent by commercial issues.
92.  The problems that Bechtel noted required action by SCANA's management and
Board. Instead of addressing these problems, the Individual Defendants actively sought to

suppress the more critical findings prior to the final Audit's release in February 2016. Having

-37-



3:18-cv-00501-MBS  Date Filed 02/21/18 Entry Number 1-1  Page 41 of 96

obtained a copy of the draft Audit in November 2017, The Post & Courier tevealed in an article
entitled "Insight that Would've Alerted Problems with Nuclear Project Scrubbed from Audit Two
Years Ago" that SCANA's fiduciaries sought to delete Bechtel's more critical analysis.
According to the article, SCANA hired non-defendant attorney George Wenick "to battle with
Bechtel over what would be included in the final document.” According to internal Santee
Cooper documents, SCANA wanted Bechtel to remove criticisms of the Company's lack of
oversight of the project and the push back of the 2020 deadline.

93.  As detailed herein, SCANA continued to assure regulators, ratepayers, and the

- investing public that there was significant progress being made on the Nuclear Project and that
the Units would be completed by the 2020 deadline. But as the chief counsel of the ORS non-
defendant Jeff Nelson would later state upon revelations that SCANA was abandoning the
project, "[t]here was information that was withheld from us and the Public Service Commission™
as far back as 2015.

94.  Specifically, more than 30 pages disappeared from the final Bechtel Audif,
delivered by Bechtel to SCANA on February 5, 2016. Still scathing in its assessment, the final
Bechtel Audit focused on ongoing issues with SCANA's primary contractor, Westinghouse.
According to Bechtel's auditors, Westinghouse did not have a reasonable construction schedule,
used a reaétor design that was not constructible, and employed subcontractors who did not have
commercial motivation to complete the Nuclear Project, among other things. The Bechtel Audit
stated:

[TThe V.C. Summer Units 2 & 3 project suffers from various fundamental EPC
and major project management issues that must be resolved for project success;

e _..[Tlhe plans and schedules are not reflective of actual project
circumstances
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o The Consortium's project management approach does not provide
appropriate visibility and accuracy to the Owners on project progress and
performance

» The Consortium's forecasts for schedule durations, productivity forecasted
manpower peaks and percent complete do not have a firm basis

o There is a lack of a shared vision, goals, and accountability between
Owners and the Consortium.

o The Consortium lacks the project management integration needed for a
successful project outcome

¢ The WEC-CB&I relationship is strained, caused to a large extent by
commercial issues

o The overall morale on the project is low

e . The Contract does not appear to be serving the Owners or the Consortium
particularly well

» The issued design is often not constructible resulting in a significant
number of changes. The construction planning and constructability review
efforts are not far enough out in front of the construction effort to
minimize the 1mpacts

o There is significant engineering and licensing workload remaining
(currently over 800 engineers) [Inspections, Tests, Analyses, and
Acceptance Criteria] closure will be a significant effort

o Emergent issues potentially requiring [Nuclear Regulatory Commission)]
approval of [License Amendment Requests] remain a significant project
concern

¢

¢ There is a significant disconnect between construction need dates and
procurement delivery dates

o The amount of stored material onsite is significant, creating the need for
an extended storage and maintenance program

* Construction productivity is poor for various reasons including changes
needed to the design, sustained overtime, complicated work packages,
aging workforce, etc,

e The indirect to direct craft ratio is high

¢ Field non-manual turnover is high
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¢ The Owners do not have an appropriate project controls team to
assess/validate Consortium reported progress and performance

e The schedule for the startup test program is in the early stages of

development. The [Boundary Identification Package] turnover rate
appears to be overly aggressive

95. On or about mid-February 2016, an internal Santee Cooper memorandum
indicated that SCANA officials expressed concern about whether the release of the Bechtel
Audit would subject the Company’s officers and directors to a stockholder suit. The Columbia,
South Carolina, news site TheState.com later obtained the memo entitled "Bechtel Report Action
Plan," and published its contents in an article entitled "Confidential Memo Shows SCANA,
Santee Cooper Long Worried Over Nuclear Woes." The article reported that "[s]ome 20 months
before a report critical of the failing V.C. Summer nuclear project became publiq, SCE&G was
worried how much — If anything — it should tell bond buyers, stockholders and state regunlators
about the contents of that report, according to a memo obtained by The Staie newspaper." The
article notes that SCE&G officials were "specifically aware of problems raised in [the] report,”
noting that failure to act could result in officer and director liability. The memo also ;s.tates that
SCANA "wanted to know what kind of disclosures they should make to prospective buyers of
their corporate debt, given they ... knew the nuclear project had serious troubles." Moreover, the
memo also revealed that SCANA officials were aware the ORS "was trying to find out about the
Bechtel report,” but the information in the Audit remained concealed from ORS authorities, with
SCANA denying its existence. South Carolina Representative James E. Smith, Jr. was quoted in
the article stating that the Santee Cooper memo showed that SCANA "could no longer have
plausible deniability, to say they didn't know what was going on.”

96.  The Individual Defendants knew or were reckless in not knowing about the

problems associated with the Nuclear Project that the Bechtel Audit brought to light. The
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Nuclear Project, which included the expansion of a preexisting nuclear plant at the Company's
V.C. Summer facility, was a key aspect of SCANA's plan to expand its nuclear energy
generating capabilities. Therefore, the Nuclear Project was a core component of the Company's
future energy output, and its progress was or should have been closely monitored by the
. Individual Defendants.

97.  As explained in the Company's 2017 Proxy Statement on Form DEF 14A, filed
with tﬁe SEC on March 24, 2017, "risk oversight is ... thoroughly interwoven into the direction
of the Board." The Nuclear Project, and the billions of dollars the Company poured into it, was a
significant risk to SCANA. Further, because primary contractor Westinghouse's operational
performance and financial stability were tied to when Units 2 and 3 would become operational,
the schedule for completing the Nuclear Project and matters affecting that schedule, including
those surrounding Westinghouse, were likewise significant risks to the Company requiring the
Board's diligent oversight.

98.  To assist in the Board's duty of risk oversight, the Board established an executive
senior officer-level Risk Management Committee reporting directly to the Audit Committee.
The Risk Management Committee regularly conducts scheduled meetings wherein the
Com.mit’tee receives presentations from management representatives pertaining to risks of a
particular operation, including the Nuclear Project. Among the topics of risk presented to the
Audit Committee through the Risk Management Committee was likely the critical analysis
provided in the Bechtel Audit regarding the status of the Nuciear Project. It is the duty of the
Audit Committee to "[r]eview the status of significant risk(s) for which oversight is assigned to

the Committee by the Board," "[d]iscuss SCANA's major financial risk exposures and the steps
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management has taken to monitor and control such exposures,” and report these risks to the
Board.

99.  Moreover, the Nuclear Oversight Committee was charged with monitoring,
discussing, and evaluating SCANA's nuclear operations, "which include regulatory matters,
operating results, training and other related toijics.“ The Nuclear Project and the status of its
construction and attendant cost was at the forefront of the Company's nuclear operations, with
over 56% of all the Company's generated energy provided coming from the Units at V.C.
Sumumer by 2021. The Nuclear Oversight Committee had a duty to oversee and monitor any
status of the Nuclear Project, including those revealed in the Bechtel Audit.

100. The matters discussed in the Bechtel Audit were all red flags that the schedule for
building the Nuclear Project was impossible to meet in the timeframe reported to the public and
state regulators, that the projected costs associated with the Nuclear Project were unrealistic, and
that SCANA was not complying with applicable laws in the design and construction of the
Nuclear Project. These warnings went to the highest level of management, including the
Company's CEO, defendant Marsh. The members of the Board either knew about these red flags
and failed to act or consciously failed to take appropriate steps to learn about them. Under either
écenario, the members of the Board breached their fiduciary duty of loyalty to the Company.

IMPROPER STATEMENTS
Il:ldiv-idual Defendants' Improper Statements Prior to the Bechtel Audit

101. Before the issuance of the Bechtel Audit, the Individual Defendants made
repeated improper statements about the cost, progress, and completion schedule of the Nuclear
Project at V.C. Summer. The Individual Defendants had no reasonable basis to make the

positive claims in the SCANA's public filings and announcements in the face of construction
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delays and cost overruns. In truth, the Board and officers of SCANA failed i;l their duty to
oversee the operation of the Nuclear Project. In particular, the Individual Defendants were in
breach of their fiduciary duty by concealing flaws related to project mismanagement and a lack
of a constructible design that.would ultimately doom the Nuclear Project. For example, the
Company fiduciaries, including defendant Marsh, were aware of ongoing design and
management issues with Westinghouse and CB&I causing significant delays and cost overruns
with the construction of the reactors, as evidenced by the May 2014 Grievance Letter.

102.  On February 19, 2015, the Individual Defendants cansed or allowed the Company
to issue a press release announcing the financial results for the fourth fiscal quarter and the full
fiscal year 2014. The press release touted "major accomplishments” for the Nuclear Project,
"such as the placement of the Unit 2 module CA20, the first ring of the Unit 2 containment
vessel, the Unit 2 module CADS, and the containment vessel bottom head for Unit 3." The press
release also boasted that customers would realize $1.2 billion in interest savings in rates for
planned issuances. The press release stated:

New Nuclear

Progress continues on V.C. Summer Units 2 and 3. 2014 marked some mejor
accomplishments for the project such as the placement of the Unit 2 module
CAZ20, the first ring of the Unit 2 containment vessel, the Unit 2 module CA035,
and the containment vessel bottom head for Unit 3. Escalation confinues to run
below original expectations and due to the historically low interest rate
environment over the last several years, customers will realize approximately
$700 million in interest savings over the life of the debt issued to support the
financing as the weighted average rate has been 4.99%, compared to the original
estimate of 6.43%. Additionally, SCE&G has locked in rates for planned
issuances over the next two years which will likely generate an additional $525

- million in savings over the life of those issuances. In total, this equates to
approximately $1.2 billion in interest savings that will be realized by our
customers.

103. OmnFebrary 27, 2015, the Company filed its Annual Report on Form 10-K for the

fiscal year ending December 31, 2014 (the "2014 Form 10-K") with the SEC, providing the
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Company's financial results and position. The 2014 Form 10-K was signed by defendants
Marsh, Addison, Bennett, Cecil, Hagood, Micali, Miller, Rogquemore, Sloan, Stowe, and Truyjillo.
These defendants omitted or failed to disclose that the Nuclear Project was mired in design
flaws, construction delays, and cos’; overruns.

104. The 2014 Form 10-K. contained certifications by defendants Marsh and Addi;son
pursuant to sections 302 and 906 of Sarbanes-Oxley Act of 2002 ("SOX") that the report did not
"contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report.”

105. In a March 12, 2015 press release, defendant Marsh claimed that "[sJubstantial
progress has been made towards the completion of the units," despite an increase in the capital
cost in the Nuclear Project. Further touting the progress, he stated: "eighty five percent of the
major equipment for Unit 2 has been received on site, the containment vessel bottom heads of
both units have been set, and all three of the steel rings that comprise the vertical walls of the
Unit 2 containment vessel have been completed or are near completion. Also, the first ring for
Unit 2 has been set in place and a total of twenty three million man-hours have been worked with
an excellent safety record.”

106. On January 19, 2016, the Individual Defendants caused or allowed the Company
to release a video entitled "Highlighting a Year of Progress for V.C. Summer Units 2 and 3"
discussing the progress of the Nuclear Project. In the video, the Company claimed that the
Nuclear Project was moving along successfully and the "construction team concluded the year on

a high note.”
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107.  On the same day, January 19, 2016, SCANA issued a press release. In the press
release, the Company touted the "achievement” of several "milestones" for the Nuclear Project.
The Company further claimed that "mechanical modules were alse taking shape" while "work
continued steadily on the construction site.”

Individual Defendants' Continuned Improper Statements and Concealment Afier the
Bechtel Audit

108. Despite receiving the Bechtel Audit, the Individual Defendants continued to make
improper statements about the cost, progress, and completion schedule of the Nuclear Project.
Moreaver, the Individual Defendants actively concealed the contents of the Bechtel Audit from
state regulatory authorities, ratepayers, and the investing public until compelled to release it by
South Carolina Governor Henry McMaster in September 2017.

109,  On February 26, 2016, the Company filed its Annual Report on Form 10-K for the
fiscal year ending December 31, 2015 (the "2015 Form 10-K") with the SEC, providing the
Company's financial results and position. The 2015 Form 10-K was signed by defendants
Marsh, Addiso;l, Aliff, Bennett, Cecil, Decker, Hagood, Micali, Miller, Roquemore, Sloan,
Stowe, and Trujillo. These defendants omitted or failed to disclose the results of the Bechtel
Audit, that the Nuclear Project was mired in design flaws and cost overruns, and that there was
serious concern about the financial health of the Nuclear Projcct‘sl primary contractor,
Westinghouse. Instead, the 2015 Form 10-K stated that the new reactors were "used and useful
for utility purposes, and that the capital costs associated with the New Units are prudent utility
costs and expenses and are propetly included in rates.” The 2015 Form 10-K also reported that
the total estimated project cost ranged from $7.1 billion to $7.6 billion, that Unit 2 would be
completed by Augnst 2019, and Unit 3 by August 2020, despite having no basis for this claim

given the Bechtel Audit's ﬁnd'mgs.
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110. The 2015 Form 10-K contained certifications by defendants Marsh and Addison
pursuant to SOX that the report did not "contain any untrue statement of a material fact or omit
to state a maferial fact necessary to make the state‘ments made, in light of the circumstances
under which such statements were made, not misleading with respect to the period covered by
this report."” | |

111.  On March 28, 2016, in a letter addressed to SCANA stockholders enclosed within
SCANA's 2016 Proxy Statement materials, defendant Marsh continued to make false and
misleading claims about the progress of the Nuclear Project despite his knowledge of the Bechtel
Audit. In the letter, defendant Marsh claimed that SCANA "continued to move forward and
make substantial progress on initiatives important to [the] company such as [its] new nuclear
construétion project.”

112.  On April 28, 2016, SCANA held a conference call for analysts and investors to
discuss the Company’s first fiscal quarter 2016 earnings and operations. During the conference
call, defendant Byrne assured the public that the Consortium was "doi-ng a tremendous job" and
that progress was "better than we expected." Defendant Byrne stated:

[Analyst]: Okay. And then, I think you mentioned on the nuclear that the current

critical path item is the shield building. And I know that in your report that you

filed in Febmary that was mentioned there as well. { was just wondering if you

could update us on the status of that in terms of the components that are being
Jabricated, and so forth.

[Defendant Byrne]: Yes. Dan, the shield building is going probably better than
we had anticipated. Our concern for the shield building really came from the
contractor, their concerns, and at the time, that was Chicago Bridge and Iron.
Now, Fluor has taken over. But we still retained the CB&I Services crew that is
doing that welding. So even though CB&I Power exited the Consortium, the
CB&I Services folks who are doing the containment vessel welding and the shield
building welding stay. They're doing a tremendous job.

% %

So overall, I'd say the shield building's going a little better than we expecfed.
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113.  On May 6, 2016, the Company filed its Quarterly Report on Form 10-Q with the
SEC reporting its financial and operating results for the fiscal quarter ended March 31, 2016 (the
"1Q2016 Form 10-Q"). The 1Q2016 Form 10-Q omitted or failed to disclose the results of the
Bechtel Audit, that the Nuclear Project was mired in design flaws and cost overruns, and that
there was serious concern about the f"mancial health of the Nuclear Project's primary contractor,
Westinghouse.

114. The 1Q2016 Form 10-Q contained certifications by defendants Marsh and
Addison pursuant to SOX that the report did not "contain any untrue statement of a material fact
or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period
covered by this report.”

115.  On July 28, 2016, SCANA held a conference call with analysts and investors to
discuss the Company's second fiscal quarter 2016 earnings and operations. During the
conference call, defendant Byrme assured the public that the Nuclear Project's "guaranteed
substantial completion dates remain[ed]" the same despite the Bechtel Audit and the change of
subcontractors from CB&I to Fluor. Defendant Byme stated:

[Analyst]: So I wanted to follow up a little bit on the timeline and schedule on the

project and specifically on the milestones, if you could provide a little bit more of

an update there; and ultimately, if and/or when you expect to do - or hear back
from Fluor as to more of an integrated schedule update for the overall project.

[Defendant Byrne]: Yes, Julien, this is Steve. The guaranteed substantial
completion dates remain at August of 2019 for unit 2 and August of 2020 for
unift 3. We don't see anything to change those. Fluor's review of the schedule is
really something that should conclude somewhere in the third quarter and they
will be giving that to Westinghouse. And remember that on the project now,
we're dealing just with Westinghouse; Fluor is a subcontractor to Westinghouse. 1
don't expect anything necessarily to change from that review, save for perhaps the
number of hours it might take and shifts that they would have to put on, that kind
of thing. So the goal of that schedule review was to hold the dates constant and
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see what it would take to accomplish those dates. So I don't expect anything
dramatic to come from that.

116. On August 5, 2016, the Company filed its _Quarte:rly Report on Form 10-Q with
the SEC reporting its financial alnd operating results for the fiscal quarter ended June 30, 2016
(the "2Q2016 Form 10-Q"). The 2Q2016 Form 10-Q omitted or failed to disclose the results of
the Bechtel Audit, that the Nuclear Project was mired in design flaws and cost overruns, and that
there was serious concern about the financial health of the Nuclear Project's primary contractor,
Westinghouse.

117. The 2Q2016 Form 10-Q contained certifications by defendants Marsh and
Addison pursuant to SOX that the report did not "contain any untrue statement of a material fact
or omit to state a material fact necessary to make the staternents made, in light of the
circumstances under which such statements were made, not misleading with respect to the peried
covered by this report.”

118. On October 7, 2016, SCANA published a video through SCE&G on YouTube.
The video included defendant Marsh speaking to reporter at the "V.C. Summer Media Day 2016"
on September 21, 2016. Defendant Marsh reaffirmed the Company's decision to proceed with
the Nuclear Project, stating: "1 feel as strongly today, probably even stronger today, than I did
back in 2008 that this is the solution for use for a clean energy future." When discussing
challenges related to the project, defendant Marsh stated that SCANA had "been able to meet
those challenges, make adjusiments to the contract, and continue progress on the project.”

119. On October 27, 2016, SCANA held a conference call with analysts and investors
to discuss the Company's third fiscal quarter 2016 earnings and operations. During the
conference call, defendant Byme assured the public that the Nuclear Project's "guaranteed

substantial completion dates remain[ed]" the same and that he did not "expect anything dramatic

.48 -



3:18-cv-00501-MBS  Date Filed 02/21/18 Entry Number 1-1  Page 52 of 96

to come from" the changed of subcontractors from CB&I to Fluor. Assuring an analyst that
Westinghouse's subcontractor was "doing a good job," defendant Byrne stated:
[Analyst]: Okay. And then I think in your last update report, there was also some

discussion about Fluor maybe having some troubles in terms of staffing up for the
evening shift or whatever. I wondered if you could update us on that.

[Defendant Byrnel: Yes, Fluor, when they first came in, identified the need to
increase staffing and wanted to staff a full back-shift or night-shift because we'd
been operating with a skeleton crew night-shift or back-shift up to that point.
Initially, they had some difficulty in hiring, but I'd say that they recently have
rectified that.... Seo they're doing a good job. They're trying some innovative
things, implementing multilingual workforces, those kinds of things. So we're
very happy with what Fluor is doing for us. So they've been very successful
recently. '

120. Also on October 27, 2016, SCANA issued a video on YouTube entitled "SCE&G
Welcomes News Media to Nuclear Construction Site” with "members of the V.C. Summer
leadership team.” The video, taken on September 21, 2016, at the "V.C. Summer Media Day
2016," contained an interview with defendant Byrne. During the interview, defendant Byrne
stated that the "pace of this project is quickening. Though we have run info some issues and
roadblocks in the past, most of those issues and roadblocks are behind us."

121.  On November 4, 2016, the Company filed its Quarterly Report on Form 10-Q
with the SEC reporting its financial and operating results for the fiscal quarter ended September
30, 2016 (the "3Q2016 Form 10-Q™). The 3Q2016 Form 10-Q omitted or failed te disclose the
results of the Bechtel Audit, that the Nuclear Project was mired in design flaws and cost
overruns, and that there was serious concern about the financial health of the Nuclear Project's
primary confractor, Westinghouse. ,
122.  The 3Q2016 Form 10-Q contain_cd certifications by defendants Marsh and

Addison pursuant to SOX that the report did not "contain any untrue statement of a material fact

or omit to state a material fact necessary to make the statements made, in light of the
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citcumstances under which such statements were made, not misleading with respect to the period
covered by this report.”

123.  On February 14, 2017, SCANA. issued a press release entitled "SCANA Receives
Reaffirmation from Westinghouse Regarding Completion of VC Summer New Nuclear Project.”
Despite Westinghouse's parent company Toshiba's $6.3 billion write down associated with
Westinghouse's operations, SCANA stated that Westinghouse wag "committed to completing the
[project].”

124. On February 16, 2017, SCANA held a conference call with analysts and investors
to discuss the Company's fourth fiscal quarter and the full fiscal year 2016 earnings’ and
operations. During the conference call, defendant Marsh stated that the Company anticipated
"completing our two new nuclear units" despite the issues revealed in the Bechtel Audit. He
further indicated that SCANA was "making substantial progress on these new plants,” stating:

We continue to monitor Toshiba's financial situation and their proposed recovery

plans. Although ideally Toshiba would be without these stresses, we still

anticipate completing our fwo new nuclear unifs, which will enable us to provide

our customers with safe, reliable energy for decades to come.... As you can see

Sfrom Steve's [Byrne] update, we are making substantial progress on these new
plants and remain focused on confinued progress toward their complefion.

Again we will continue to monttor this situation closely and will alert you if we
are made aware of any changes.

125. During the same conference call, defendant Byrne assured the public that SCANA
would reach its 2020 deadline because "efficiency factors have increased significantly,"
construction was "going much, much more smoothly," and the Company was "getting to that
point very rapidly where the unique nuclear aspects and unique aspects of this new regulatory
framework are getting behind us.”" Defendant Byrne stated:

[Defendant Byrne]: ...When you say the second unit, you talking about the second
new unit or are you talking about Unit 2, which is the first new unit?

[Analyst]: Sorry. Yes, the second new unit and the —
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[Defendant Byrne]: Second new unit.
[Analyst]: -- 2020 deadline.

[Defendant Byrne]: Yes. So what we've seen so far is that the efficiency factors
have increased significantly ... and it's going much, much more smoothly. So I
have a reasonable confidence in the efficiency gains for the second new unit.

* %k %

[Analyst]: And also, I think in an earlier question you were talking about the
various critical paths, activities that you have coming up here over the first half of
this year and going forward. How close are you guys to getting to the point where
the construction project is, like now becomes a more traditional construction
project in the nuclear in and of itself is no longer like the defining factor in terms
of getting from here to there?

[Defendant Byme): Yes. I think we're actually pretty close to that.... I think
we're getting to that point very rapidly where the unique nuclear aspects and
unique aspects of this new regulatory framework are getting behind us.

126. On February 24, 2017, the Company filed its 2016 Form 10-K with the SEC,
providing the Company's financial results ﬁnd position. The 2016 Form 10-K was signed by
defendants Marsh, Addison, Aliff, Bennett, Cecil, Decker, Ha,gbod, Micali, Miller, Roquemore,
Sloan, and Trujillo. These defendants omitted or failed to disclose the results of the Bechtel
Audit, that the Nuclear Project was mired in design flaws and cost overruns, and that there was
serious comcern about the financial health of the Nuc;lear Project's primary c(;ntractor,
Westinghouse. Instead, the 2016 Form 10-K stated that the new reactors were "used and useful
for utility purposes, and that the capital costs associated with the New Units are prudent utility
costs and expenses and are properly included in rates." The 2016 Form 10-K also reportéd that
the total estimated project cost ranged from $6.8 billion to $7.7 billion, that Unit 2 would be
completed by August 2019, and Unit 3 by August 2020, despite having no basis for this C;Iéim

given the Bechtel Aundit's findings.
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127. The 2016 Form 10-K contained certifications by defendants Marsh and Addison
pursuant to SOX that the report did not "contain any untrue staberﬁ}ent of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances
under which such statementg were rﬁade, not misleading with respect to the period covered by
this report." |

128. Between the dates of February 28 through March 2, 2017, SCANA participatedlin
the 2017 UBS & Morgan Stanley Utilities Conferences. The Company published a 2017 UBS &
Morgan Stanley Utilities Conferences Presentation for investors and il_ldustry- analysts. The slide
below, presented to the attendees, indicated that the current position of the manufacturing

schedule for the Nuclear Project was nearly complete:

- - : - . -
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THE TRUTH SLOWLY EMERGES

129.  The truth began to emerge about the disastrous state of the Nuclear Project when
Westinghouse filed for bankruptcy in March 2017. Cost overruns with the Nuclear Project
associated with Westinghouse's poor design and construction progress pushed the primary
contractor to financial ruin. On March 29, 2017, Westinghouse petitioned in U.S. Bankruptcy
Court for the Southern District of New York for protection under Chapter 11 of the U.S.
Bankruptcy Code to avoid its fixed price contract approved by the SCPSC in May 2016.

130. But even with the loss of its primary contractor, defendants continued to publicly
assure state regulators that there would be no disruption in the construction of the Nuclear
Project. In an ex parte briefing held before the SCPSC, defendants Marsh, Addison, and Byrne
provided testimony regarding Westinghouse bankruptey filings. For example, defendant Byrne
stated that "Westinghouse has been generally cooperative and responsive to our requests for
information,” which the Combany expected to continue, and that "work continues on-site without
substantial disruption." Defendants also presented a slide below to the SCPSC which included
the alleged manufacturing completion schedule. Despite the findings of the Bechtel Audit and
Westinghouse's bankruptcy announcement, the slide below indicated that construction of the

Nuclear Project was nearing completion:
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131.  On July 27, 2017, the Company issued a press release that revealed that the cost
of completing the Nuclear Project would far exceed Westinghouse's estimates. The press release
stated:

South Carolina Electric & Gas Company And Santee Cooper -Agree To
Amonnt Of Guaranty Payments From Toshiba

Cayce, SC, July 27, 2017... South Carolina Electric & Gas Company (SCE&G),
principal subsidiary of SCANA Corporation (SCANA) (NYSE:SCG), and Santee
Cooper, have entered into a definitive agreement with Toshiba Corporation
(Toshiba) for Toshiba to pay $2.168 billion ($1.192 billion to SCE&G for its 55%
and $0.976 billion to Santee Cooper for its 45% project ownership) in full
satisfaction of its guaranty of obligations of Westinghouse Electric Company,
LLC (WEC) under the engineering, procurement, and construction contract (the
EPC Contract) for the two new nuclear units at the V.C. Summer Nuclear Station
in Jerkinsville, SC.

In the agreement, Toshiba commits to make payments in a series of installments
over a period beginning in October 2017 and ending in September 2022. Certain
of these payments may be satisfied by distributions through the bankruptcy court
process from WEC to SCE&G and Santee Cooper. These payments (which are
subject to reduction if WEC pays creditors holding liens on project assets) are
payable regardless of whether both or either of the two nuclear units are
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completed, or the project is abandoned. If the units are completed and upon
completion actual construction. costs, net of payment from Toshiba, are less than
the specified maximum amount payable under the EPC Contract, Toshiba will
have the right to receive part of the difference.

The project owners are continving their efforts to determine the most prudent path
forward for the nuclear project. However, the project owners anticipate that the
additional cost to complete both units beyond the amounis payable in
connection with the EPC Contract will materially exceed prior WEC estimates
as well as the anticipated guaranty settlement’ payments from Toshiba.
Additionally, the units would need to be online before January 1, 2021 to qualify
for production tax credits, under current tax rules. At this point, the project
owners believe that the umits could not be brought online until after this date. The
project owners are considering these factors, as well as their fiture generation
needs, in their evaluation of the project. Based on these considerations, the .
alternatives of completing both units or one unit are subject to s1g111ficant
challenges The owners expect to announce their decisions soon.

132, With the cost of construction looming and only 40% of the Nuclear Prqject
complete, the Company opted to abandon the Nuclear Project altogether. In a press relfease dated
July 31, 20’17", the Company announcéd that it would cease construction of the Nuclear Project
due to construction delays and cosf overruns. . The press release, entitled "South Carolina Electric
& Gas Company to Cease Construction and Will File Plan of Abandonment of the New Nuclear

Project” stated: ‘

Cayce, SC, July 31, 2017... South Carolina Electric & Gas Company (SCE&G),
principal subsidiary of SCANA. Corporation (SCANA) (NYSE:SCG), announced
today that it will cease construction of the two new nuclear units (Units) at the
V.C. Summer Nuclear Station in Jenkinsville, SC and will promptly file a petition -
with the Public Service Commission of South Carolina seeking approval of its
abandonment plan. This decision was reached by SCE&G after considering the
additional costs to complete the Units, the uncertainty regarding the availabilify
of production tax credits for the project, the amount of anticipated guaranty
settlement payments from Toshiba Corporation (Toshiba), and other matters
associated with continuing construction, including the decision of the co-owner
of the project, the South Carolina Public Service Authority (Santee Cooper), the
state owned electric utility, to suspend construction of the project. Based on
these factors, SCE&G concluded that it would not be in the best mterest of its
customers and. othér stakeholders to continue construction of the project.

Following the bankruptcy filing of Westinghouse Electric Company, LLC
(WEC), SCE&G .and Santee Cooper each began a comprehensive process of
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evaluating the most prudent path forward for the Units. The project owners
worked with WEC and Fluor Corporation, as well as other technical and industry
experts, to evaluate the project costs and schedules.

Based on this evaluation and analysis, SCE&G concluded that completion of both
Units would be prohibitively expensive. According to SCE&G's analysis, the
additional cost to complete both Units beyond the amounts payable in
connection with the engineering, procurement, and construction contract would
materially exceed prior WEC estimates, as well as the anticipated guaranty
settlement payments from Toshiba. Moreover, the Units would need to be online
before January 1, 2021, to qualify for production tax credits, under current tax
rules. SCE&G's analysis concluded the Units could not be brought online until
after this date.

SCE&G also considered the feasibility of completing the construction of Unit 2
and abandoning Unit 3 under the existing ownership structure and using natural
gas generation to fulfill any remaining generation needs. This option provided a
potentially achievable path forward that may have delivered SCE&G a similar
megawatt capacity as its 55% interest in the two Units and provided a long-term
hedge against carbon legislation/regulation and against gas price volatility.
SCE&QG had not reached a final decision regarding this alternative when Santee
Cooper determined that it would be unwilling to proceed’ with continued
construction of two Units or one Unit. Consequently, SCE&G determined that it
is not in the best interest of customers and other stakeholders for it to continue
comstruction of one Unit.

Based on this evaluation and analysis, and Santee Cooper's decision, SCE&G has
concluded that the only remaining prudent course of action will be to abandon the
construction of both Unit 2 and Unit 3 under the terms of the Base Load Review
Act (BLRA).

SCANA Chairman and CEO, Kevin Marsh, said "We arrived at this very difficult
but necessary decision following months of evaluating the project from all
perspectives to determine the most prudent path forward. Many factors outside
our control have changed since inception of this project. Chief among them, the
bankruptcy of our primary construction contractor, Westinghouse, eliminated the
benefits of the fixed-price contract to our customers, investors, and other
stakeholders. Ultimately, our project co-owner Santee Cooper's decision to
suspend construction made clear that proceeding on our own would not be
economically feasible. Ceasing work on the project was our least desired option,
but this is the right thing to do at this time."

"Many of our employees have worked extremely hard over the years to build
these new units. That's one of the factors that makes this decision particularly
difficult. We are deeply grateful for all their contributions and will do our best to
support those affected by these changes. We also recognize the impact that our

-56 -



3:18-cv-00501-MBS  Date Filed 02/21/18 Entry Number 1-1  Page 60 of 96

path forward will have on customers, communities, shareholders, and the nuclear
industry as a whole."

"Our belief in the benefits of nuclear generation -- not just for the state, but for the
nation -- hasn't changed. As we have been doing for more than 30 years, we will
continue providing customers with a vainable low-cost, non-emitting source of
generation through our operating nuclear unit at V.C. Summer."

Normal construction activities at the site will cease immediately and efforts will
be shifted toward an orderly transition of winding down and securing the project
property. SCE&G plans to use the anticipated payments resulting from the
settlement of Toshiba's guaranty to mitigate cost impacts to SCE&G electric
customers.

133. The next day, on August 1, 2017, SCANA filed a Petition for Prudency
Determination Regarding Abandonment, Amendments to the Construction Schedule, Capital
Cost Schaduie and Other Terms of the BLRA Orders for the Nuclear Project with the SCPSC.
SCANA I’)etitioncd to recoup $2.2 billion of thé total expected losses of §4.9 billion from its
ratepayers by increasing rates over the next twenty years. In a hearing before the SCPSC, the
Commissioners were alarmed by the request, with one stating that the "Commission was
blindsided yesterday by this news."

134. In response to SCANA's abandonment of the Nuclear Project, South Carolina
Attomney General Alan Wilson announced on August 4, 2017, that he was opening an
investigation into SCANA's management of the project. Also during this time, South Carolina
state Senate leaders called for a special legislative session to investigate SCANA's abandonment
as well.

135. In the waké of the increased scrutiny, SCANA withdrew its application for the
recovery of the cost of abandonment. In a press release dated August 15, 2017, the Company
stated that the voluntary withdrawal was in response to concerns raised by “various stakeholders
and mémbers of the South Carolina General Assembly, including legislative leaders." The press

release stated:
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SOUTH CAROLINA ELECTRIC & GAS COMPANY TO VOLUNTARILY
WITHDRAW ITS NEW NUCLEAR ABANDONMENT PETITION TO
ACCOMMODATE THE LEGISLATIVE REVIEW PROCESS

Cayce, SC, August 15, 2017... South Carolina Electric & Gas Company
(SCE&G), principal subsidiary of SCANA Corporation (SCANA) (NYSE:SCQG),
announced today that it will voluntarily withdraw its Abandonment Pefition from
the Public Service Commission of South Carolina that was made under the Base
Load Review Act (BLRA) concerning SCE&G's new nuclear project. Over the
past two weeks, SCE&G management has met with various stakeholders and
members of the South Carolina General Assembly, including legislative leaders,
to discuss the abandonment of the new nuclear project and to hear their concerns.
SCE&G's withdrawal decision was in response to those concerns, and to allow for
adequate time for governmental officials to conduct their reviews.

"We have been mesting with governmental officials and various stakeholders
since our announcement to abandon the new nuclear project,” said Kevin Marsh,
SCANA Chairman and CEO. "The purpose of these ongoing meetings is to
discuss their concerns and to explain the path that led us to the abandonment
decision. While ceasing construction was always our least desired option, based
on the impact of the bankruptcy of Westinghouse on our fixed price construction

' contract, the results of our evaluation of the cost and time to complete the project,
and Santee Cooper's decision to suspend construction, abandonment was the
prudent decision." ' :

136. An article published on August 27, 2017, by The Post and Courier entitled "Early
Signs of 'Incompetence at Every Level' Went Unheeded as South Carolina Rushed Toward "Sexy’ -
Nuclear Future" reporied that SCANA applied to build the reactors withl' a "generic” schedule
"that couldn't adequately forecast costs and completion dates." Workers from the site
interviewed for the story pointed fingers at SCANA, who provided a blank check to
Westinghouse and CB&I, but failed to monitor how money was spent. The article stated:

. In July, state-run Santee Cooper and investor-owned SCANA Corp. abaundoned
the nuclear reactors. Electric customers, state regulators and South Carolina
politicians all responded with astonishment.

But the failure of the two reactors near Jenkinsville didn't happen overnight, and
the serious problems that occurred with the one of the first nuclear builds in the
nation in roughly 30 years wasn't without its warning signs.

Laborers with decades of exi)erience building other power plants across the
country told The Post and Courier the project was failing for years — in no small

b
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part, because the reactors were being built before the blueprints for construction
were even finalized.

SCANA applied to build the reactors with a "generic" schedule that couldn't
adequately forecast costs and completion dates. Only 40 percent of the
construction-ready designs were completed by the time the Nuclear Regulatory
Commission gave the go ahead to start pouring concrete and erecting steel.

When the two utilities pulled the plug last month, they still didn't have a fully-
integrated construction schedule — a tool that links labor, supply chains and
budgets together for planning purposes. Such a schedule is crucial for a project of
this scope because there are so many moving parts and inter-related tasks that
hinge on one another, It had been promised for years as temporary timelines were
extended and cost overruns mounted.

‘Worse, the pre-fabricated pieces for the reactors that were meant to revolutionize
nuclear construction and prevent cost overruns were manufactured incorrectly
from the beginning. The complete Westinghouse reactor design didn't get

approved by federal regulators until three years after the state allowed SCANA to
start charging its electric customers.

* % %

...SCANA held "ultimate responsibility” for constructing the reactors and
executing the related contracts, state regulators told the utility in 2009. And,
Santee Cooper had signed a deal that gave SCANA "primary responsibility™ over
the construction and startup of the plants. As a result, Santee Cooper had just
three permanent employees on site, even as they issued roughly $4 billion in
bonds for their share of the project.

Laborers that worked on the reactors from the beginning compared the
oversight of the project to a parent giving their child an unlimited credit card
without bothering to check the monthly statements.

"SCANA wants to sit back and holler about overrun budgets. SCANA let this take
place," said Glenn Hagan, an ironworker of 39 years who worked as a lead
training instructor at V.C. Summer. "You are the owner. That is your money."

137. In a letter dated September 3, 2017, SCANA initially refused to provide South
Carolina Governor Henry McMaster's demand for release of the Bechtel Audit. The Company
cited its application to recover potentially billions of dollars from Westinghouse, and that waiver
of the Company's pﬁvilege "likely would impair the ability of Santee Cooper and SCE&G to

recover those damages against Westinghouse and its affiliates." The following day, on
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September 4, 2017, South Carolina Governor McMaster compelled the release of the Bechtel
Aundit, threatening to terminate evefy member of the Sgntce Cooper Board if not released.

138.  After the release of the Bechtel Audit upon the Governor McMaster's demand, an
article published by The Post and Courier highlighted the Individual Defendants' knowledge of
ongoing issues listed in the Audit. The article dated September 4, 2017, entitled "Audit
Highh'gﬁted Problems With South Carolina Nuclear Projed a Year Before Cancellation," stated
that the Bechtel Audit "provides evidence that the partuering utilities knew of significant flaws
with their primary contractor Westinghouse, but continued to tout the reactors being built at the
V.C. Summer site and advocate for additional funding for a project already years behind
schedule.” The article also noted that "SCANA officials told state regulatory staff members that
they didn't hﬁve a physical copy of the report that they could share — a statement they
contradicted under oath last month." |

139. With the release of the Bechtel Report indicating SCANA's knowledge of
ongoing issues since at least Pebruary 2016, the fatlout of SCANA's abandonment of the Nuclear
Project now includes possible criminal charges. In a press release issued on September 21, 2017,

. the Company announced that SCANA. and its subsidiaries were served with a subpoena issued by
the U.S. Attoruey's Office for the Distict of South Carolina. The subpocna is secking
documents related to the Company's management of the Nuclear Project.

140. The following day, on September 22, 2017, Attorney General Alan Wilson, the
Speaker of the South Carolina House of Representatives, and the Chair and Vice-Chair of the
South Carolina House Utility Ratepayer Protection Committes requested that SLED launch a

criminal investigation into the Company's management of the Nuclear Project.
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141. An atticle entitled "Stamped for Failure: Westinghouse and SCANA Used
Unlicensed Workers to Design Abandoned S.C. Nuclear Reactors" published by The Post and
Courier, revealed that the newspaper had obtained documents showing that SCANA's
contractors used "construction drawings for the unfinished reactors were use;d at V.C. Summer
without having them vetted and approved by professional engineers." The article, dated
September 24, 2017, further revealed that unlicensed workers were used in the design of the
reactors, "a potehtially criminal. shortcut.,” "The practice contributed to thousands of design
revisions, construction setbacks, schedule changes and the ultimate demise of the reactors." One
engineer quoted in the article stated that SCANA “"enshrined incompetence” in the management
of the Nuclear Project.

142. On September 26, 2017, at the request of South Carolina State House leaders,
SLED opened a criminal investigation into possible fraud associated with the Nuclear Project.
Based on an investigation and hearings conducted by a South Carolina House legislative panel,
the House leaders stated that "the proximate cause of the V.C. Summer collapse is a direct result
of misrepresentation by SCANA and SCE&G." The House leaders further averred that "criminal
fraud through the concealment of material information is also a plausible cause for the project's
disastrous collapse” in a letter to SLED.

143.  Also on September 26, 2017, tl_le ORS filed a Request for Rate Relief, seeking the
suspension of rate hikes on ratepayers and the return of $1.7 billion that SCANA ratepayers had
already paid for the Nuclear Project. The ORS argued that there were "material and adverse”
deviations in the construction of the Nuclear Project that disallowed the rate hike under the
BLRA. The ORS also cited to the Opinion of the South Carclina Solicitor General, which noted

that the BLRA was "constitutionally suspect.”
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144.  In questioning witnesses at the South Carolina House Utility Ratepayer Protection
Committee hearing on Scptcmbc-r 26, 2017, South Carolina Representative James E. Smith, Jr.
highlighted these legal conclusions of the Solicitor General. The Solicitor General noted legal
issues with the BLRA. stc.mmjng from concerns of the overall constitutionality of the law. In the
Opinion issued to various senior members of the Seuth Carolina House of Representatives upon
their request, the Solicitor General noted that the BLRA rewards abandonment of nuclear
projects without receiving any service from the plants. The Soﬁcitor General found the BLRA
"constitutionally suspect,” determining that the mandated transfer of money from ratepayers to
investors for a private purpose to recoup losses without the plant ever being completéd violates
the Takings Clause of the South Carolina Constitution.

145. An article entitled "Members of SCANA Board Lack Nuclear Expertise Yet
Oversaw Failed S.C. 'Project- While Earning a Combined $11M" published by Z#e Pos;‘ and
Courier on QOctober 15, 2017, .exposed the Board's lack of nuclear expertise, a practice
uncommon for a utility that deals in nuclear energy. The article calledl into question how a Board
with no nuclear expertise oversaw the massive Nuclear Project, but still paid themselves more
than $2 million in stock and cash for 2016 despite the serious concerns raised by the Bechtel
Audit. The article -stated: |

A sod grower from Orangeburg. A flooring business executive from Charleston.
A financial adviser from Charlotte.

They're all well-respected members of a select and powerful club that pushed a
multibillion-dollar energy deal that was to fulfill the future electricity needs for
millions of South Carolinians for decades to come.

They're accustomed to success. But this time, they failed — on an epic scale.

This influential group is the board of SCANA Corp., considered one of the most
elite and coveted business gigs in the state. And it pays well for a part-time
position. Last year, the nine outside directors each took home more than
$200,000 in stock and fees.
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Now, the prestigious panel is immersed in a full-blown legal and regulatory crisis
arnid the fallout of the scuttled V.C. Summer nuclear project. Its qualifications
and decisions are being scrutinized.

Among the questionable actions: After an audit early last year raised serious
concerns about the work at V.C. Summer, SCANA directors paid themselves
more than $2 million in stock and cash for 2016 — a 12 percent raise from 2015.
They also heaped exira financial rewards on the CEO and other senior executives.

Not surprisingly, the board has hunkered down since the company walked away
from the project July 31, 2 move that has triggered at least one shareholder
lawsuit and investigations by state and federal law enforcement agencies.

The directors have big responsibilities, overseeing business decisions on behalf of

- shareholders of a $4.23 billion-a-year Fortune 1000 company that operates in
South Carolina, North Carolina and Georgia. But according to critics, SCANA is
lacking in nuclear expertise at the board level, unlike its larger peers in
neighboring states.

For now, all eyes are fixed on tiny Jenkinsville, north of Columbia, where
SCANA was expanding the V.C. Summer Nuclear Station under a 55-45
partnership with state-run Santee Cooper. Work began in 2009 on what was a
landmark project, given it had been about three decades since any new nuclear
reactors were built in the U.S. About $9 billion went into the nearly decade-long
effort to extend the life of the aging plant by the time lead contractor
Westinghouse Flectric filed for bankruptcy and work was halted, costing 5,000
workers their jobs. '

While the project has been declared dead, SCANA continues to collect about $37
million a month, or a nearly a half-billion dollars annually, from ratepayers
through its South Carolina Electric & Gas unit to pay for it, as allowed under state
law. About 18 percent of each SCE&G customer's monthly bill goes toward the
debt.

146. The SEC has also begun its own investigation relating to the Company's reporting
to investors on the Nuclear Project. On October 17, 2017, the Company issued a press release
entifled "SCANA Corporation to Cooperate with Securities and Exchange Commission
Investigation Relating to Nuclear Project.” In the press release, the Company announced that
SCANA and its subsidiaries had been served with a document subpoena issued by the SEC in

connection with an investigation the federal agency is conducting relating to the Nuclear Project.
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147. A press release entitled "SCE&G Proposes $4.8 Billion Solution To Replace New
" Nuclear Project” issued by the Company on November 16, 2017, stated that the utility had
proposed a solution of cost sharing between ratepayers and investors for SCANA's multibillion-
dollar failure. While ratepayers would see a rollback on rates by approximately $90 million, or
3.5%, ratepayets would still incur a $29.5 million a month fee overall for costs associated with
the Nuclear Project. This adjustment, made amid intense pressure from regulators and
legislators, amount to a charge of $810 million and an absorption of $2.9 billicn in nuclear
~ amortization costs over the next 50 years. To make matters worse, SCANA announced that it
was cutting its own operating revenues by $450 million over the next ﬁvé years.
148.  An article entitled "SCE&G Wants Customers to Pay $29.5 Million a Month for
Failed S.C. Nuclear Reactors” published by The Post and Courier on November 16, 2017, noted
that SCE&G customers would still be paying $25 per month for the failed Nuclear Project.
Investors, on the other hand, would be footing the rest of the bill, with the proposal shifting much
of the onus on them. Quoted in the article, South Carolina Representative Kirkman Finlay called
the proposal a "slap in the face" that has "created a whole new world of bad blood."
149.  Defendant Marsh, SCANA's former CEO, and defendant Byrne, SCANA's former
COO, were responsible for planning, approving, and executing the Nuclear Project. In October
2017, defendants Marsh and Byrne announced their retirements in the wake of the ré:velaﬁons of
their wrongdoing described herein. Despite the abandonment of the Nuclear Project due to
design flaws, construction delays, and cost overruns attributed to defendants Marsh and Byrne's
mismanagement, these defendants will receive golden parachutes which could total tens of

millions in severance compensation.
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150. In total during this period, SCANA's stock price has fallen almost 40%, from a
high of $76.12 per share on July 6, 2016 while the Bechtel Audit remained concealed, to & low of
$45.91 per share by October 30, 2017, after the revelation of its concealment trickled into the
market, a loss of $30.21 per share. Market capitalization fell more than $4.3 billion in little over
a year.

REASONS THE. STATEMENTS WERE IMPROPER

151. The statements referenced above were each improper when made because they
failed to disclose and misrepresented the following material, adverse facts, which the Individual
Defendants knew, consciously disregarded, or were reckless in not knowing:

(a)  that the Nuclear Project was mired in design flaws, construction delays,
and cost overruns;

(b)  that the Company was touting the progress, cost, and completion schedule
despite these ongoing issues;

{c) that the Company received the Bechtel Audit revealing serious desigﬁ,
consn-uc;tion, and cost headwinds that was not disclosed to stockholders;

(d)  that a formal construction schedule for the Nucleaf Project was never in
place prior to and during construction;

(& that there were serious concerns about the financial health of SCANA's
primary contractor, Westinghouse; and

4] as a result of the foregoing, the officers’ and directors' .representations

concerning the Company's operation of the Nuclear Project were improper.
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DAMAGES TO SCANA

152. As a result of the Individual Defendants' improprieties, SCANA disseminated
improper, public statements concerning the Nuclear Project. These improper statements have
devastated SCANA's credibility as reflected by the Company's almost $4.3 billion, or 40%,
market capitalization loss.

153. SCANA's performance issues also damaged its reputation within the business
comrnunity, government agencies, and in the capital markets. In addition to price, SCANA's
current and potential customers consider a company's ability to accurately value its business
prospects and evaluate financial prospects. Businesses are less likely fo transact with companies
that are uncertain about their own operations or companies that are unable to perform on
contracts. SCANA's ability to raise equity capital or debt on favorable terms in the future is now
impajred.‘ In addition, the Company stands to incur higher marginal costs of capital and debt
because the improper statements and misleading projections disseminated by the Individual
Defendants have materially increased the perceived risks of investing in and lending money to
the Company.

154. Further, as a direct and proximate result of the Individual Defendants' actions,
SCANA has expended, and will continue to expend, significant sums of money. Such
expenditures include, but are not limited to:

(a) costs incurred from defending and paying any settlement in the class
actions for violations of federal securities laws;
(b)  costs incurred from defending and paying any settlement in various

pending litigation filed by SCANA's ratepayers;

-66 -



3:18-cv-00501-MBS  Date Filed 02/21/18 Entry Number 1-1  Page 70 of 96

(© costs incwrred from any criminal or civil damages as a result of actions
filed by the South Carolina Attorney General or the U.S. Attorney's Office for the District of
South Carolina,

(d)  costs incurred from the SEC, the South Carolina state Senate, and SLED
investigations; and

(e costs incurred from compensation and benefits paid to the defendants who
have breached their duties to SCANA. |

DERIVATIVE AND DEMAND FUTILITY ALLEGATIONS

155.  Plaintiff brings this action derivatively in the right and for the benefit of SCANA
to redress injuries suffered, and to be suffered, by SCANA as a direct result of breaches of
fiduciary duty, waste ﬁf corporate assets, and unjust enrichment, as well Ias the aiding and |
abetting thercof, by the Individual Defendants. SCANA is named as a nominal defendant solely
in a derivative capacity. This is not a collusive action to confer jurisdiction on this Court that it
would not otherwise bave.

156. Plaintiff will adequately and fairly represent the interests of SCANA in enforcing
and prosecuting its rights.

157.  Plamntiff was a stockholder of SCANA at the time of the wrongdoing complained
of, has continuously been a stockholder since that time, and is a current SCANA stockholder.

158. The current Board of SCANA consists of the following ten individuals:
defendants Marsh, Aliff, Benneft, Cecil, Decker, Hagood, Miller, Roquemore, Sloan, and
Trujillo. Plaintiff has not made any demand on the present Board to institute this action because
such a demand would be a futile, wasteful, and useless act, as set forth below.

Demand Is Excused Because Defendants Marsh, Aliff, Bennett, Cecil, Decker, Hagood,
Miller, Roquemore, Sloan, and Trujillo Face a Substantial Likelihood of Liability for Their
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Misconduct
159. As alleged above, defendants Marsh, Aliff, Bennett, Cecil, Decker, Hagood,

Miller, Roquemore, Sloan, and Trujillo breached their fiduciary duties of loyalty by making
improper statements in the Company’s press releases and SEC filings regarding SCANA's
ongoing issues with the Nuclear Project. Further, pursuant to the Company's reporting
structures, defendants Marsh, Aliff, Bennett, Cecil, Decker, Hagood, Miller, Roquemore, Sloan,
and Trujillo were alerted to design flaws, construction delays, and cost overruns, as well as
financial issues with SCANA's primary contractor, Westinghouse, pursuant to the various red
flags waived prominently and repeatedly in their face, including the Bechtel Audit.
Nevertheless, in violation of defendants Marsh, Aliff, Bennett, Cecil, Decker, Hagood, Miller,
Roquemore, Sloan, and Trujillo's duty of Ioyalty, the wrongdoing described herein continued.
160. Defendants Aliff, Bennett, Cecil, Hagood, and Miller, as members of the Audit
Committee, reviewed and approved the improper statements and earnings guidance. The Audit
Committee's Charter provides that it is responsible for compliance with accounting, legal, and
regulatory requirements. Thus, the Audit Commitiee Defendants were responsible for
kuomdnély or recklessly allowing the improper statements related to the Company's earnings
guidance and financial and disclosure controls. Moreover, the Audit Committee Defendants
reviewed and approved the improper press releases made to the public. Despite their knowledge
or reckless disregard, the Audit Committee Defendants cavsed these tmproper statements.
Accordingly, the Audit Committee Defendants breached their fiduciary duty of loyalty and g.ood
faith because they participated in the wrongdoing described herein. Thus, the Audit Committes
defendants Aliff, Bemmett, Cecil, Hagood, and Miller face a substantial likelihood of liability for

their breach of fiduciary duties so any demand upon them is futile.
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161. Defendants Bennett, Decker, Hagood, Miller, Roquemore, Sloan, and Trujillo, as
members of the Nuclear Oversight Committee, were charged with monitoring, discussing, and
evaluating SCANA's nuclear operations, "which include regulatory matters, operating results,
training and other related topics.” Despite their knowledge or reckless disregard, the Nuclear
Oversight Committee Defendants caﬁsed improper statements regarding the progress, cost, and
construction schedule of the Nuclear Project, even in the face of the Bechtel Audit. Accordingly,
the Nuclear Oversight Committee Defendants breached their fiduciary duty of loyalty and good
faith because they participated in the wrongdoing described herein. Thus, defendants Bennett,
Decker, Hagood, Miller, Roquemore, Sloan, and Trujillo face a substantial likelihood of liability

for their breach of fiduciary duties so any demand upon them is futile.

THE DIRECTOR DEFENDANTS AGREE TO SELL THE COMPANY IN
AN UNFATR PROCESS AND FOR AN UNFAIR PRICE -

162. As explained above, the Individual Defendants’ actions are directly responsible
for 4 massive decline in the Company's market capitalization. On November 29, 2017, Ireports
began that the Board hired Morgan Stanley to consider a possible sale of the Company. |

" 163. Approximately a month later, on January 3, 2018, the Company announced it
would be acquired by defendant Dominion in a stock for stock transaction. The press release

stated:

Dominion Energy, SCANA Apnounce All-Stock Merger With $1,000
Immediate Cash Payment To Average South Carolina Electric & Gas
Residential Electric Customer After Closing

e Dominion Bhergy to fund $1.3 billion of cash payments to all SCE&G
electric customers within 90 days after closing
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o Estimated additional 5 percent rate reduction from current levels for
SCE&G electric customers

¢ More than $1.7 billion of nuclear capital and regulatory assets never to be
collected from customers

e SCANA shareholders to receive 0.6690 shares of Dominion Energy
common stock for each SCANA share

e Transaction immediately earnings accretive, enhances EPS growth

¢ Transaction contingent upon South Carolina approval of proposed nuclear
solution :

» Combined company to serve 6.5 million electric and natural gas
distribution customers in eight states

...Dominion Energy, Inc. (NYSE: D) and SCANA Corporation (NYSE: SCG)
today announced an agreement for the companies to combine in a stock-for-stock
merger in which SCANA shareholders would receive 0.6690 shares of Dominion
Energy common stock for each share of SCANA common stock, the equivalent of
$55.35 per share, or about $7.9 billion based on Dominion Energy's volume-
weighted average stock price of the last 30 trading days ended Jan. 2, 2018.
Including assumption of debt, the value of the transaction is approximately $14.6
billion.

The agreement also calls for significant benefits to SCANA's South Carolina
Electric & Gas Company subsidiary (SCE&G) electric customers to offset
previous and future costs related to the withdrawn V.C. Summer Units 2 and 3
project, After the closing of the merger and subject to regulatory approvals, this
includes: -

e A $1.3 billion cash payment within 90 days upon completion of the
merger to all customers, worth $1,000 for the average residential electric
customer. Payments would vary based on the amount of electricity used in
the 12 months prior to the merger closing.

¢ An estimated additional 5 percent rate reduction from current levels, equal
to more than $7 a month for a typical SCE&G residential customer,
resulting from a $575 million refund of amounts previously collected from
customers and savings of lower federal corporate taxes under recently
enacted federal tax reform.

¢ A more than $1.7 billion write-off of existing V.C. Summer 2 and 3
capital and regulatory assets, which would never be collected from.
customers. This allows for the elimination of all related customer costs
over 20 years instead of over the previously proposed 50-60 years.

-70 -



3:18-cv-00501-MBS  Date Filed 02/21/18 Entry Number 1-1  Page 74 of 96

e Completion of the $180 million purchase of natural-gas fired power
station (Columbia Energy Center) at no cost to customers to fulfill
generation needs.

In addition, Dominion Energy would provide funding for $1 million a year in
increased charitable coniributions in SCANA's communities for at least five
years, and SCANA employees would have employment protections until 2020,

SCANA. would operate as a wholly owned subsidiary of Dominion Energy. It
would maintain its significant community presence, local management structure
and the headquarters of its SCE&G utility in South Carolina.

The transaction would be aceretive to Dominion Energy's eamings upon closing,

which is expected in 2018 upon receipt of regulatory and shareholder approvals.

The merger also would increase Dominion Energy's compounded annual
. earnings-per-share target growth rate through 2020 to 8 percent or higher. - .

Thomas F. Farrell, II, chairman, president and chief executive officer of
Dominion Energy, said: "We believe this merger will provide significant benefits
to SCE&G's customers, SCANA's shareholders and the communities SCANA
serves. It would lock in significant and immediate savings for SCE&G customers
— including what we believe is the largest utility customer cash refund in history —
and guarantee a rapidly declining impact from the V.C. Summer project. There
also are potential benefits to natural gas customers in South Carolina, North
Carolina and Georgia and fo their communities. And, this agreement protects
employees and treats fairly SCANA sharcholders, many of whom are working
families and retirees in SCANA's communities. The combined resources of our
two companies make all this possible."

"Dominion Energy is a strong, well-regarded company in the utility industry and
its commitment to customers and communities aligns well-with our values," said
Jimmy Addison, chief executive officer of SCANA. "Joining with Dominion
Energy strengthens our company and provides resources that will enable us to
once again focus on our core operations and best serve our customers."”

Strategic combination

The combination with SCANA would solidify Dominion Energy's position among
the nation's largest and fastest-growing energy utility companies by adding
significantly to its presence in the expanding Southeast markets. SCANA's
operations include service to approximately 1.6 million electric and natural gas
residential and business accounts in South Carolina and North Carolina and 5,300
megawatts of electric generation capacity. SCANA continues to experience strong
growth in both customer count (more than 2 percent on average annually at
SCE&G and PSNC Energy) and weather-normalized energy sales.
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"SCANA is a natural fit for Dominion Energy," Farrell said. "Our current
operations in the Carolinas — the Dominion Energy Carolina Gas Transmission,
Dominion Energy North Carolina and the Atlantic Coast Pipeline — complement
SCANA's, SCE&G's and PSNC Energy's operations. This combination can open
new expansion opportunities as we seek to meet the energy needs of people and
industry in the Southeast."

Once the merger 1s completed, the combined company would operate in 18 states
from Connecticut to California. The company would deliver energy to
approximately 6.5 million regulated customer accounts in eight states and have an
electric generating portfolio of 31,400 megawatts and 93,600 miles of electric
transmission and distribution lines. It also would have a natural gas pipeline
network totaling 106,400 miles and operate one of the nation's largest natural gas
storage systems with 1 trillion cubic feet of capacity.

Regulatory, sharcholder approvals and cenditions

The merger is contingent upon approval of SCANA's shareholders, clearance
from the U.S. Federal Trade Commission (FTC)/the U.S. Department of Justice
(DOJ) under the Hart-Scott-Rodino Act, and authorization of the Nuclear
Regulatory Commission (NRC) and Federal Energy Regulatory Commission
(FERC). SCANA and Dominion Energy also will file for review and approval
from the public service commissions of South Carolina, North Carolina, and
Georgia. "We will seek the approval of the Public Service Commission of South
Carolina for the irumediate customer payments, rate refunds over tume and other
conditions related to resolution of the V.C. Summer Units 2 and 3 situation," said
Dominion Energy's Farrell. "We believe it is in the best interests of all parties to
reach an agreement on this critical issue. Having certainty on this issue can act as
a catalyst for economic development and it is essential for the Dominion Energy-
SCANA merger to move forward. The availability, reliability and cost of energy
are often the deciding factors when businesses consider investing — and we want
businesses to have every reason to continue investing in SCANA’s communities."

For SCANA shareholders

Under the terms of the merger agreement, SCANA comunon sharcholders are to
receive 0.6690 shares of Dominion Energy common stock for each share of
SCANA common stock held. Based on Dominion Energy's volume-weighted
average stock price of the last 30 trading days ended Jan. 2, 2018, this equates to a
value of approximately $55.35 per SCANA share. This represents an approximate
30.6 percent premium to the volume-weighted average stock price of SCANA's
last 30 trading days ended Jan. 2, 2018. Upon closing of the merger, SCANA
- shareholders would own an estimated 13 percent of the combined company. -

The transaction structure contemplates that the receipt of Dominion Energy shares
will be tax-deferred for SCANA shareholders.
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Customer refunds and other benefits

Cash payments proposed to SCE&G electric customers are to be paid via check or
equivalent payment mechanism within 90 days after the closing of the merger,
subject to approval of the Public Service Commission of South Carolina. Further
details of the program will be announced later.

It is anticipated that the rate reductions — including refunds of $575 million over
time — would also be effective within 90 days of the merger closing, again subject
to approval of the Public Service Commission of South Carolina.

A special website has been established for SCANA customers and communities at
brighterenergyfuture.com. Information also is available on Facebook at Dominion
Energy South and Twitter at @DominionEnergy.

Legal and financial advisers

MecGuireWoods LLP served as legal counsel and Morgan, Lewis & Bockius LLP

as tax counsel to Dominion Energy. Credit Suisse Securities (USA) LLC acted as

the company's financial adviser for the transaction.

Mayer Brown LLP acted as legal counsel to SCANA. Morgan Stanley & Co. LLC

acted as lead financial adviser and RBC Capital Markets, LLC acted as financial

adviser to SCANA.

164. The Proposed Acquisition, if allowed to close, is a significant win for the
Individual Defendants. If allowed to close, the Individual Defendants will argue that the
Proposed Acquisition extinguished SCANA's stockholders to pursue the derivative claims
against them and therefor they are not accountable for their massive destruction of SCANA's
value.

165. In addition, Dominion committed to operating SCANA as a wholly owned
subsidiary and keep its management structure in place.

166. Further, all the Director Defendants will have their phantom stock units vesting
accelerated and turned into differed Dominien stock. While one of the Director Defendants (or a

management executive} will join the board of directors of Dominion, and reap the benefits in

which such a prestigious position provides, the other directors will have their deferred Dominion
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stock converted into normal shares upon their retirement, providing them with a significant
benefit.

167. Defendants Addison, Marsh, Byrne, and certain nondefendant executives at the
Company will receive even greater benefits. The executives at the Company receive different
types of incentive compensation, including restricted stock units and "performance shares."
Despite their name, performance shares are .not really equity. While denominated in shares of
SCANA's common stock, the award itself is usually paid to the executives in cash, though they
can accept stock as well. The amount each executive receives is based on a calculation that the
Board has called "Total Shareholder Retwrn” and whether the Company has reached certain
targets based on this Total Shareholder Return.

168. In light of the drop in the Company's stock price and aother problems caused by
the shuttering of the Nuclear Project, SCANA would not have met these targets. However,
pursuant to section 2.02 of the Merger Agreement, each performance share cutstanding will fully
vest at the target levels and receive cash consideration based on Dominion's stock price.
According to the Company's most recent proxy statement, defendant Marsh had $2.24 million in
unvested performance share awards and defendants Addison and Byrne had approximately
$813,000 in unvested performance share awards. Nondefendant executives Ronald T. Lindsay
and W. Keller Kissam had approximately $432,000 and $311,000 in unvested performance share

awards, respectively. These shares will now be cashed out at their target levels instead of

2 In connection with their retirements, defendants Marsh and Byrne are eligible to receive
customary payments under the terms of applicable Company plans. See SCANA's Current
Report on Form 8-K filed on November 3, 2017 with the SEC. -
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expiring or vesting at a significantly less value.?

169. The proxy statement also provides an overview of the change of control benefits
these individuals will receive in the event of a buyout. Including the performance share awards,
defendant Marsh will receive over $14.2 million, while defendants Addison and Byrne will each
receive over $6.2 million in benefits.

170. The Individual Dcfcndants_ also hoped that the Proposed Acquisition would
placate South Carolina lawmakers and blunt the potential repercussions they faced from their
wrongdoing from the South Carolina legislature, rather than go to stockholders to maximize the
value of their stock. For instance, the Proposed Acquisition called for a $1.3 billion payment to
SCANA's customers. Dominion also agreed to increase funding for local charities by $1 million
for at least the next five years. Dominion also granted employment protections until at least
2020.

171. Stockholders, however, would not be as lucky. The Proposed Consideration is
actually a 12% discount to SCANA's stock price before the disclosure of the problems at V.C.
Summer, value that the derivative action sought to recover. Indeed, if the same premium was
applied to the value of SCANA's stock before announcing that it was walking away from the
Nuclear Project, the Proposed Consideration would be approximately $14 billion.

172.  Further, before the announcement of .thc Proposed Acquisition, two analysts had

target stock prices above the implied value of the Proposed Consideration. Wells Fargo

3 The market value of these awards is based on the closing market price of SCANA's common
stock on the New York Stock Exchange on December 31, 2016 of §73.28. See SCANA's 2017
Proxy Statement on Form 14A filed on March 24, 2017 with the SEC.
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Securities had a price target of $6:5 per share and Miznho Securities USA Inc. had a price target
of $58.50.

173. Dominion recognized that it was taking advaﬁtage of the precarious situation that
the Individual Defendants caused. The press release announcing the deal noted that the Proposed
Acquisition would be immediately accretive to Dominion's earnings upon closing. During the
ensuring conference call, Thomas F. Farrell II, Dominion's CEQ, noted that SCANA will
increase Dominion's expected earnings per share growth in 2017 to 2020 from 6% to 8%, to 8%
or higher. The Proposed Acquisition is also unfair because its terms provide for disparate and
superior consideration to the Individual Defendants, while SCANA's public stockholders will
lose their equity interest in the Company without being adequately compensated.

174. The Director Defendants also acted to ensure that stockholders would vote for the
Proposed Acquisition. If stockholders do not vote in favor of the Proposed Acquisition, pursuant
to section 7.02(b) of the Merger Agreement, SCANA will have to pay Dominion a $240 million

 termination fee,

175. That termination fee is also payable if the Proposed Acquisition does not close by
certain dates (depending on the reason for the failure to close). One prerequisite for the closing
of the Proposed Acquisition is the approval of the SCPSC Petition. Merger Agreement, section
6.01(d). If this approval does not occur by April 2, 2019, Dominion can terminate the
acquisition. Merger Agreement, section 7.01(b)(1). In this scenario, SCANA will still have to
pay the termination fee to Dominion. Merger Agreement, section 7.02(b).

176. Further, even though the Proposed Acquisition occurred just a short time after
SCANA was up for sale, the Director Defendants have acted to prevent any type of true auction

for the Company. The Merger Agreement contains a number of draconian deal proteétion
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devices designed to preclude any competing bids for SCANA from emerging in the period
following the announcement of the Proposed Acquisition—effectively locking-up the deal in
favor of Dominion. As the Individual Defendants were duty bound to maximize stockholder
value in connection with the Proposed Acquisition, the incll;sion of these provisions, as detailed
below, constitutes a further breach of their fiduciary duties.

177.  Under the Merger Agreement, SCANA is subject t0 a no-solicitation clause that
prohibits the Company from seeking a superior offer for its stockholders. Specifically, section
4.02(a) of the Merger Agreement states:

Secﬁou 4.02 Acquisition Proposals.

(a) The Company agrees that, except as permitted by this Section 4.02, neither it
nor any of its Subsidiaries, or any of their respective directors or officers, shall,
and it shall instruct and use its reasonable best efforts to cause its and its
Subsidiaries’ employees, investment bankers, attorneys, accountants and other
advisors or representatives (collectively, "Representatives") not to, directly or
indirectly (1) initiate, solicit or knowingly encourage any Acquisition. Proposal or
the making of any inquiry, indication of interest, proposal or offer that constitutes,
or could reasonably be expected to lead to, an Acquisition Proposal, (i1) engage
in, continue or otherwise participate in any discussions or negotiations regarding
any inquiry, indication of interest, proposal or offer that constitutes, or could
reasonably be expected to lead to, an Acquisition Proposal, (iii) furnish or provide
any information or data to any Person in connection with any inquiry, indication
of interest, proposal or offer that constitutes, or could reasonably be expected to
lead to, an Acquisition Proposal, (iv) otherwise knowingly facilitate any effort or
attempt with respect to the foregoing. Any violation of the restrictions set forth in
this Section 4.02 by any director, officer or investment banker of the Company or
any of its Subsidiaries shall be deemed to be a breach of this Section 4.02 by the
Company.

178. Though the Merger Agreement ostensibly has a "fiduciary out" provision that
allows the Company to negotiate with other bidders, this provision would require a potential
acquiror to first make an unsolicited offer. Without access to nonpublic information, which the
Company is prevented from offering under the Merger Agreement prior to the receipt of an offer
that the Company reasonably expects to lead to a superior deal, no other hidders will emerge to

make a superior proposal.
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179.  Furthermore, uﬁder section 4.02(f) of the Merger Agreement, should it receive an
unsolicited bid, the Company must notify Dominion of the bidder's offer and provide Dominion
with all the material terms of the competing offer. Dominion will have four business days to
match the unsolicited offer and will be able to do so because it is granted unfettered access to the
unsolicited offer, in its entirely, eliminating aﬁy ‘leverage the Company has in receiving the
unsolicited offer.

180. Ewven if a superior offer does arrive and Dominion does not match it, stockholders
will still be injured. In such a scenario, the termination fee is once again triggered and SCANA
will have to pay Dominion $240 million.

181. In short, the Proposed Acquisition will deny plaintiff and other members of the
proposed class of SCANA stockholders (as defined below) the right to share proportionately in
the future success and growth in profitability of SCANA and its valuable assets while permitting
the Individual Defendants to reap huge benefits from the contemplated transaction.

182. As the directors have unlawfully placed their own interests ahead of SCANA's
stockholders, the Proposed Acquisition, if consummated, will result in irreparable harm absent

judicial intervention,

CLASS ACTION ALLEGATIONS

183. Plaintiff brings this action on its own behalf and as a class action on behalf of all
holders of SCANA stock who are being and will be harmed by defendants' actions described
below (the "Class™). Excluded from the Class are defendants herein and any person, firm, trust,
corporation or other entity related to or affiliated witﬁ any defendant.

184. The members of the Class are so numerous that joinder of all members is
impracticable. SCANA common shares are actively traded on the New York Stock Exchangé.
While the exact number of Class members is unknown at the present time and can on‘ly be

ascertained through appropriate discovery, as of December 29, 2017, SCANA had. over 142.9
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shares outstanding. 'Récord owners and other members of the Class may be identified from
records ﬁamtﬁned by SCANA or its transfer agents, and may be notified of the pendency of this
action by mail, using a form of notice similar to that customarily used in securities class actions.

185. The claims of the plaintiff bringing this complaint are typical of the claims of the
members of the Class, as all members of the Class sustained damages from the Individual
Defendants' breaches of fiduciary duty.

186. There are questions of law and fact which are common to the Class and which
predominate over questions affecting any individual Class memi)er. The common questions
include, inrer alia, the following:

(a)  whether the Director Defendants have breached their fiduciary duties of
undivided loyalty, independence, or due care with respect to plaintiff and the other members of
the Class in connection with the Proposed Acquisition;

()  whether the Director Defendants are engaging in self-dealing in
connection with the Proposed Acquisition;

(¢)  whether the Director Defendants have hreached their fiduciary duties in
failing to maximize stockholder value in connection with the Proposed Acquisition;

(d)  whether the Director Defendants are unjustly enriching themselves and
other insiders or affiliates of SCANA through the Proposed Acquisition;

(e)  whether the Director Defendants have breached any of their other
fiduciary duties to plaintiff and the other members of the Class in comnection with the
Acquisition, including the duties of good faith, diligence, honesty, and fair dealing;

(6 whether the Director Defendants in bad faith and for improper motives,

have impeded or erected barriers to discourage other offers for the Company or its dssets;
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(g)  whether Dominion and/or Merger Sub aided or abetted any of the Director
Defendants' breaches of fiduciary duties owed to plaintiff and the other members of the Class in
connection with the Proposed Acquisition; and

(h) whether plaintiff and the other members of the Class would suffer
irreparable injury were the transactions complained of herein consummated.

187. Plaintiff is an adequate representative of the Class, has retained competent
counsel experienced in litigation of this nature, and will faitly and adequately protect the
interests of the Class.

188. The prosecution of separate actions by individual members of the Class would
create a risk of incoﬁsistent or varying adjudications with respect to individual members of the
Class which would establish incompatible standards of conduct for the party opposing the Class.

189. Plaintiff anticipates that there will be no difficulty in the management of this
litigation. A class action is superior to other available methods for the fair and efficient
adjudication of this controversy.

190. The Director Defendants have acted on grounds generally applicable to the Class
with respect to the matters complained of herein, thereby making appropriate the relief sought
herein with respect to the Class as a whole.

FIRST CAUSE OF ACTION
Against the Individual Defendants for Breach of Fiduciary Duty on Behalf of SCANA
191. Plaintift_‘ incorporates by reference and realleges each and every allegation

contained above, as though fully set forth hérein.
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192, The Individual Defendants owed and owe SCANA. fiduciary obligations. By
reason of their fiduciary rélationships, the Individual Defendants owed and owe SCANA the
highest obligation of good faith, fair dealing, loyaity, and due care.

193. The Individual Defendants and each of them, violated and breached their
fiduciary duties of candor, good faith, and loyalty. More specifically, the Individual Defeﬁdants
violated their duty of good faith by creating a culture of lawlessness within SCANA, and/or
consciously failing to prevent the Company from eﬁgaging in the unlawful acts complained of
herein.

194.  The Officer Defendants either knew, were reckless, or were grossly negligent in
disregarding the illegal activity of such substantial magnitude and duration. The Officer
Defendants either knew, were rcckless, or were grossly negligent in not knowing: (i) that the
Nuclear Project was mired in design flaws, construction delays, and costloverruns; (ii) that the
Company was touting the progress, cost, and completion schedule despite these ongoing issues;
(iii) that the Company received the Bechtel Audit revealing serious design, construction, and cost
headwinds that was not disclosed to stockholders; (iv) that a formal construction schedule for the
Nugclear Project was never in place prior to and during construction; and (v) that there were
serious concerns about the financial health of SCANA's primary contractor, Westinghouse.
Accordingly, the Officer Defendants breached their duty of care and loyalty to the Company.

195. The Director Defendants, as directors of the Company, owed SCANA the highest
duty of loyalty. These defendants breached their duty of loyalty by recklessly permitting the
improper activity concerning the Company’s concealment of design flaws, construction delays,
and cost overruns associate with the Nuclear Project. The Director Defendants knew or were

reckless in not knowing: (1) that the Nuclear Project was mired in design flaws, construction
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delays, and cost overruns; (ii) that the Company was touting the progress, cost, and completion
schedule despite these ongoing issues; (iii) that the Company received the Bechtel Audit
revealing seriqus design, construction, and cost headwinds that was not disclosed to
stockholders; (iv) that a formal construction schedule for the Nuclear Project was never in place
prior to and during construction; and (v) that there were seﬁous concerns about the financial
health of SCANA's primary contractor, Westinghouse. Accordingly, the Director Defendants
breached their duty of loyalty to the Company.

196. The Audit Committee Defendants breached their fiduciary duty of loyalty by
approving the statements described herein which were made during their tenure on tﬁe Audit__
Committee, which they knew or were reckless in not knowing contained improper statements
and omissions. The Audit Committee Defendants completely and utterly failed in their duty of
oversight, and failed in their duty to appropriately review financial results, as required by the
Audit Committee Charter in effect at the time. |

197. The Nuclear Oversight Committee Defendants breached their fiduciary duty of
loyalty by failing to monitor, discuss, and evaluate SCANA's nuclear operations, "which include
regulatory matters, operating results, training and other related topics." Even in the face of the
Bechtel Audit, revealing ongoing issues with the Nuclear Project, the Nuclear Oversight
Committee Defendants continued to allow the dissemination of improper statements about the
progress, cost, and construction schedule of the Nuclear Project, which they knew or were
reckless in not knowing contained improper statements and omissions.

198. As a direct and proximate result of the Individual Defendants' breaches of their
 fiduciary obligations, SCANA has sustained significant damages, as alleged herein. As a result

of the misconduct alleged herein, these defendants are liable to the Company.
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199. Plaintiff, on behalf of SCANA, has no adequate remedy at law.
SECOND CAUSE OF ACTION
Against the Individual Defendants for Waste of Corporate Assets on Behalf of SCANA

200. Plaintiff incorporates by reference and realleges each and every allegation
contained abave, as though fully set forth herein.

201. As aresult of the Individual Defendants' failure to conduct proper supervision of
the Nuclear Project and to ensure that the Company's SEC filings were accurate, SCANA is
subject to numerous securities and consumer class action lawsuits. Further, the Company is now
the subject of ongoing investigations led by various governmental, regulatory, and Iegiélative
parties, including the South Carolina Legislature, the SLED, the South Carolina Attorney
General, the SEC, and the U.S. Attorney's Office for the District of South Carolina.

202. In addition, the Individual Defendants have caused SCANA to waste its assets by
paying improper compensation and bonuses to certain of its executive officers and directors that
breached their fiduciary duty.

203. As aresult of the waste of corporate assets, the Individual Defendants are liable to
the Company.

204, Plaintiff, on behalf of SCANA, has no adequate remedy at law.

THIRD CAUSE OF ACTION
Against the Individual Defendants for Unjust Enrichment on Behalf of SCANA

205. Plaintiff incorporates by reference and realleges each and every allegation
contained above, as though fully set forth herein.

206. By their wrongful acts and omissions, the Individual Defendants were unjustly

enriched at the expense of and to the detriment of SCANA. The Individual Defendants were,
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unjustly enriched as a result of the compensation and director remuneration they received while
breaching fiduciary duties owed to SCANA. This includes tens of millions in severance
compensation which could be provided to defendants Marsh and Byrne upon their refirements,
despite their participation in the wrongdoing described herein.

207. Plailntiff, as a stockholder and representative of SCANA, seeks restitution from
these defendants, and each of them, and seeks an order of this Court disgorging all profits,
benefits, and other compensation obtained by these defendants, and each of them, from their
wrongful conduct and fiduciary breaches.

208. Plaintiff, on behalf of SCANA, has no adequate remedy at law.

FOURTH CAUSE OF ACTION

Against the Director Defendants Directly for Breach of Fiduciary Duty in Connection with
the Proposed Acquisition on Behalf of Plaintiff and the Class

209. Plaintiff incorporates by reference and realleges each and every allegation set
forth above, as though fully set forth herein except fo the extent the allegations are solely
derivative in nature.

210. The Director Defendants have violated fiduciary duties of care and loyalty to the
public stockholders of SCANA. and have acted to puot their personal interests ahead of the
interests of SCANA's stockholders.

211, By the acts, transactions, and course of conduct alleged herein, the Director
Defendants, individually and acting as part of a common plan, are attempting to insulate
themselves from liability and unfairly deprive plaintiff and other members of the Class of the

true value of their investment in SCANA.
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212. The Director Deféndants have violated théir fiduciary duties by entering into a
transaction with Dominion to attempt to insulate themselves from liability and without regard to
the fairness of the transaction to SCANA stockholders. -

213. By the acts, transactions, and course of conduct alleged herein, the Director
Defendants, individually and acting as a part of a common plan, are attempting to advance their
interests at the expense of plaintiff and other members of the Class,

214, As demonstrated by the allegations above, the Director Defendants failed to
exercise the care required, and breached their duties of loyalty, good faith, and independence
owed to the stockholders of SCANA because, among other reasons: (1) they failed to properly
value SCANA, including the value of the derivative claims; and (ii) they ignored or did not
protect against the -numerous conflicts of interest resulting from their own interrelationships or
connection with the Proposed Acquisition.

215. Because the Director Defendants dominate and control the business and corporate
affairs of SCANA, and are in possession of private corporate information concerning SCANA's
assets, business, and future prospects, there exists an imbalance and disparity of knowledge and
economic power between them and the public stockholders of SCANA which makes it
inherently unfair for them to pursue any proposed fransaction wherein they will reap
disproportionate benefits.

216. By reason of the foregoing acts, practices, and course of (;onduct, the Director
Defendants have failed to exercise care and undivided loyalty as required by their fiduciary
obligations toward plaintiff and the other members of the Class.

217. As a result of the actions of Director Defendants, plaintiff and the Class will

suffer irreparable injury as a result of defendants' self-dealing.
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218. Unless enjoined by this Court, the Director Defendants will continue to breach
their fiduciary duties owed to plaintiff and the Class, and may consummate the Proposed
Acquisition which will exclude the Class from its fair shallre of SCANA's valuable assets and
businesses, and/or benefit them in the unfair manner complained of herein, all to the irreparable
harm of the Class, as aforesaid.

219. The Director Defendants are engaging in self-dealing, are not acting in good faith
toward plaintiff and the other members of the Class, and have breached and are breaching their
fiduciary duties to the members of the Class.

220. Unless the Proposed Acquisition is enjoined by the Court, the Director
Defendants will continue to breach their fiduciary duties owed to plaintiff and the members of
the Class, will not engage in arm's-length negotiations on. the Proposed Acquisition terms, and
will not supply to SCANA's outside stockholders sufficient information to enable them to cast
informed votes on the Proposed Acquisition and may consummate the Proposed Acquisition, all
10 the irreparable harm of the members of the Class.

221. Plaintiff and the members of the Class have no adequate remedy at law. Only
through the exercise of this Court's equitable powers can plaintiff and the Class be fully
protected from the immediate and irreparable injury which the Director Defendants' actions

threaten to inflict.

FIFTH CAUSE OF ACTION

Against Defendants Dominion and Merger Sub Directly for Aiding and Abetting
Breach of Fiduciary Duty in Connection with the Proposed Acquisition on
Behalf of Plaintiff and the Class

222. Plaintiff incorporates by reference and realleges each and every allegation

contained above, as though fully set forth herein except to the extent the allegations are solely

derivative in nature.
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223. Defendants Dominion and Merger Sub Have knowingly aided and abetted the
Director Defendants’ wrongdoing alleged herein. Defendants Dominion and Merger Sub are also
active and necessary participants in the Director Defendants' plan to complete the Proposed
Acquisition on terms that are unfair to SCANA stockholders, as defendants Dominion and
Merger Sub seek to pay as little as possible to SCANA stockholders.

224. Plaintiff and the Class have no adequate remedy at law.

PRAYER FOR RELIEF

WPIEREFORE, plaintiff, on behalf of SCANA, demands judgment as follows:

A, Against all of the defendants and in favor of the Company for the amount of
damages sustained by the Company as a result of the defendants' breaches of fiduciary duties,
waste of corporate assets, and unjust enrichment;

B. Directing SCANA to take all necessary actions to reform and improve .. i‘Fs
-corporate governance and internal procedures to comply with applicable laws and to protect
SCANA and its stockholders from a repeat of the damaging events described herein, including,
but not limited to, putting forward for stockholder vote, resolutions for amendments to the
Company's By-Laws or Articles of Incorporation and taking such other action as may be
necessary to place before stockbolders for a vote of the following Corporate Governance
Policies:

1. a proposal to strengthen the Board's oversight of major construction
projects;

2. a proposal to strengthen the Company’s controls over the nomination and
selection of primary and subcontractors on major construction projects;

3. a proposal to strengthen the Company's controls over financial reporting;
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4, a proposal to streﬁgthen SCANA's oversight of its disclosure procedures;

3. a proposal to strengthen the Board's supervision of operations and
develop and implement procedures for greater stockholder input into the policies and guidelines
of the Board; and

6. a provision to permit the stockholders of SCANA to nominate at least
three candidates for election to the Board;

C. Extraordinary equitable and/or injunctive relief as permitted by law, equity, and
state statutory provisions sued hereunder, including attaching, impounding, imposing a
constructive trust on, or otherwise restricting the proceeds of defendants' trading activities or
their other assets so as to assure that plaintiff on behalf of SCANA has an effective remedy;

D. Awarding to SCANA restitution from defendants, and each of them, and ordering
disgorgement of all profits, benefits, and other compensation obtained by the defendants;

E. Declaring that, as to the Fourth and Fifth Causes of Action, this action is properly
maintained as a class action, plaintiff is an adequate class representative, and counsel is adequate
class counsel;

F. Enjoining defendants their agents, counsel, employees, and all persons acting in
concert with them from consummating the Proposed Acquisition, unless and until the Compamy
adopts and implements a procedure or process to obtain a merger agreement providing the
highest possible terms for stockholders. Such process should ensure that all potential bidders are
given equal access to material, nonpublic information concerning the Proposed Acquisition and
the opportunity to bid for the Company;

G. Directing the Individual Defendants to exercise their fiduciary duties to obtain a

fransaction which is in the best interests of SCANA stockholders until the process for the sale or
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auction of the Company is completed and the best possible consideration is obtained for
SCANA;

H. Rescinding, to the extent already implemented, the Merger Agreement or any of
the terms thereof;

L Awarding to plaintiff the costs and disbursements of the action, including
reasonable attorneys' fees, accountants’ and experts' fees, costs, and expenses; and

J. Granting such other and further relief as the Court deems just and proper.

JURY DEMAND
Plaintiff demands a trial by jury.

Dated: January/w , 2018 Respectfully submitted,
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Facsimile: (803) 744-0805
E-mail: jgriffin(@griffindavislaw.com

ROBBINS ARROYO LLP
BRIAN J. ROBBINS

. STEPHEN I. ODDO
GREGORY E. DEL GAIZO
600 B Street, Suite 1900 :
San Diego, CA 92101
Telephone: (619} 525-3990
Facsimile: (619) 525-3991

E-mail: brobbins@robbinsarroyo.com
soddo@robbinsarroyo.com
gdelgaizo@robbinsarroyo.com

RICHARD A. HARPOOTLIAN, P.A.
RICHARD A. HARPOOTLIAN

Post Office Box 1040

Columbia, SC 29202

Telephone: (803) 252-4848

Facsimile: (803) 252-4810

E-mail rah@harpootlianlaw.com

-80.
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SCANA CORPORATION, a South Carolina
corporation,

3:18-cv-00501-MBS  Date Filed 02/21/18 Entry Number 1-1

STATE OF SOUTH CAROLINA.
COUNTY OF RICHLAND

FIREMEN'S RETIREMENT SYSTEM OF ST.

LOUIS, Derivatively on Behalf of SCANA
CORPORATION,

Plaintiff,
v.

KEVIN B. MARSH, JIMMY E. ADDISON,
STEPHEN A. BYRNE, D. MAYBANK
HAGOOD, LYNNE M. MILLER, JAMES A.
BENNETT, MACEO K. SLOAN, SHARON A.
DECKER, JAMES W. ROQUEMORE,
ALFREDO TRUIILLO, JOHN F.A.V. CECLL,

GREGORY E. ALIFF, JAMES M. MICALI,
and HAROLD C. STOWE,

Defendants,

-and-

Nominal Defendant.

THE FIFTH JUDICIAL CIRCUIT

CIVIL ACTION NO: 2017-CP-40-07547

e
=

i

A4
;;;E
CERTIFICATE OF SERVICE

Qo
&
wn

3ol 3L

1, Jaime Harmon, the undersigned employee of Griffin Davis LLC, attorneys for Plaintiff

in thig matter do hereby certify that [ have served copy of the foregoing Amended Stockholder

Derivative and Class Action Complaint for Breach of Fiduciary Duty, Waste of Corporate

Assets, and Unjust Enrichment, in connection with the above-referenced case by depositing the

same in Electronic and United States Mail, postage prepaid to the following addresses:

Steven J. Pugh 1.S. Leevy Johnsen Michael R. Smith
RICHARDSON PLOWDEN &  George C. Johnson Alexandra S. Peurach
ROBINSON, P.A. Johnson Toal & Battiste, P.A. King & Spalding
P.O. Drawer 7788 1615 Bamwell Street 1180 Peachtree St. NE
Columbia, SC 29202 Columbia, SC 25201 Atlanta, GA 30309
spu richardsonplowden.com  isli@jtbpa.com

george(@jtbpa.com

1

mrsmith@kslaw.com

apeurach(@kslaw.com

gid
£ L HAOT ONYTHIY

¥
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William A. Coates

Roe Cassidy Coates & Price,
PA.

1052 North Church Street
Greenville, SC 29601
wac(@roecassidy.com

James F. Wyatt, ITI
Robert A. Blake, Jr.
WYATT & BLAKE, LLP
435 East Morehead Street
Charlotte, NC 28202
iwyatt@wyattlaw.net

rblake{@xattlaw.qct

Richard A. Harpootlian
RICHARD A.
HARPOOTLIAN, P.A.
Post Office Box 1040
Columbia, SC 29202

rah{@harpootlianlaw.com

January 12,2018
Columbia, South Carolina

Date Filed 02/21/18 Entry Number 1-1

Anne M. Tompkins
CADWALADER,
WICKERSHAM & TAFT, LLP
227 West Trade Street
Charlotte, NC 28202
Anne.tompkins@cwt.com

John A. Jordak, Jr.
William R. Mitchelson, Jr.
ALSTON & BIRD, LLP
One Atlantic Center

1201 West Peachtree Street
Aflanta, GA 30309
John.jord alston.com

Mitch. mitchelson(@alston.com
Meredith. kingsley(@alston.com
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Kyle DeYoung
CADWALADER,
WICKERSHAM & TAFT, LLP
700 Sixth Street, N.W.
Washington, D.C. 20001
kyle.deyoung@ewt.com

Herbert W. Louthian, Jr.
LOUTHIAN LAW FIRM, P.A
P.0.Box 1299

Columbia, 8C 29202
bert@louthianlaw.com

U_ﬂbw@f\

Jaime Harmon
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ey JAIME HARMON

’ 1118 Blanding Street / PO Box 899 (29202)
-t Golumbla, SC 29201

jharmon@gritfindavislaw.com
503 744 0BOD o | BO3 744 0BOE F

January 12, 2018

VIA HAND DELIVERY

The Honorable Jeanette W. McBride

Richland County Clerk of Court _

1701 Main Street o
Columbia, SC 2gz201 ’

Re: Firemen’s Retirement System of St. Louis, Derivatively on Behalf of
SCANA Corporation v. Kevin B. Marsh, Jimmy E. Addision, Stephen A.
Byrne, D. Maybank Hagood, Lynne M. Miller, James A. Bennett, Maceo
IC. Sloan, Sharon A. Decker, James W. Rogeumore, Alfredo Trujillo,
John F.A.V. Cecil, Gregory E. Aliff, James M. Micall, Harold C. Stowe
and SCANA Corp.
Case No.: 2017-CP-40-07547

Dear Ms. McBride;

Enclosed please find the original and one copy of Amended Stockholder Derivative and
Class Action Complaint for Breach of Fiduciary Duty, Waste of Corporate Assets, and Unjust
Enrichment, in the above-referenced matter. Please file the original and return the clocked-in copy
to our courier. :

By copy of this letter and as evidenced on the attached Certificate of Service, [ am serving
counsel of record with the same.

If you have any questions please do not hesitate to contact this office.

With kind regards, 1 am
G&‘mﬁ)’ yours,
: aime Harmon
Assistant to James M. Griffin
Enclosures

Cc: Steven].Pugh
1.S. Leevy Johnson
George C. Johnson
Michael R. Smith

GRIFFIN & DAVIS LLG




ClassAction.org

This complaint is part of ClassAction.org's searchable class action lawsuit database and can be found in this
post: SCANA, Dominion Energy Facing Securities Suit Over Allegedly Controversial Merger



https://www.classaction.org/news/scana-dominion-energy-facing-securities-suit-over-allegedly-controversial-merger

