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FINANCIAL & OPERATING HIGHLIGHTS ; 3
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LETTER TO STOCKHOLDERS

Fellow Stockholders:

We are pleased to pres-
ent this annual report which
outlines the successes of
SCANA Corporation during
the past year. It is very gratify-
ing to note that most of the
significant achievements dur-
ing 1987 resulted from our
employees’ diligent imple-
mentation of long range strat-
egies over the past few years.

Earnings per common
share were $3.20, an increase
of 5.6% over the $3.03 earned
in 1986. Earnings for both
years reflect record electric
customer usage as a result of
record heat waves. We esti-
mate the abnormal summer
weather contributed approxi-
mately 21¢ per share in 1987
and approximately 23¢ per
share in 1986.

On February 24, 1988,
the Board of Directors author-
ized an increase in the indi-
cated annual dividend from
$2.32 to $2.40 per common
share. The new dividend rate
will be reflected in the quarterly
dividends to be paid April 1,
1988 to holders of record
March 10, 1988.

South Carolina Electric
& Gas Company, our princi-
pal subsidiary, met several sig-
nificant challenges during
the past year. The abnormally
hot summer established sev-
eral records for peak demand
on our system, with the new
record set on August 10, 1987,
when the peak was 2,943 meg-
awatts, an increase of 3.2%
over the prior year’s peak set
July 9. These peaks were met

<

from our own generation,
and all our plants functioned
well during this period of
heavy demand. Over the past
few years, SCE&G has made
significant expenditures to
extend the useful life of our
existing fossil and hydro
power plants. Although this
program is not complete, it is
already paying dividends in
improved reliability during
high load conditions.

The V.C. Summer Nu-
clear Station continued it
history of superior operations,
receiving very higi marks in
its various inspections and
reviews, and getting full ac-
creditation of its training pro-
grams from the Institute of
Nuclear Power Operations.
The plant was taken out of
service for a scheduled refuel-
ing in March 1987. The next
scheduled outage for refueling
is in the fall of 1988. Since the
plant began commercial oper-
ation in 1984, it has achieved
a capacity factor of 70%, as

compared to an industry aver-
age capacity factor of 61%

For the past few years,
SCE&G has aggressively pur-
sued several strategies to im-
prove its competitive positicn.
One major strategy imple-
ments a renewed marketing
program. Its major features in-
clude new choices in rates,
information about price-v alue
relationships of our Eroducts,
primarily provided through
our Energy Info Centers, and
significant improvements in
our levels of customer service.

Cost containment and cost
reduction is the focus of a sec-
ond major strategy, which has
had the most direct effect on
current electric rates. Aggres-
sive renegotiation of coal sup-
ply contracts and purchase of
spot market coal, decreases in
corporate tax rates, redemp-
tions of high cost bonds and
preferred stock together with
efforts by all employees to re-
duce the growth rate of non-
fuel operating and mainte-
nance expenses have resulted
in significant rate reductions.
Finally, a strategy addressing
operational excellence tosters
superior perti. rmance s typi-
fied by the record of V.C. Sum-
mer Nuclear Station. These
strategies have been success-
ful in making SCE&G's rates
among the lowest in the
southeast for investor-owned
utilities. Since March 1984,
SCE&C's residential retail
electric rates have declined
from $76.91 per 1,000 kilowatt
hours (kwh) to $67.72 per
1,000 kwh, a decrease of
11.9%. We believe that
SCE&G's customer base will
continue to grow approxi-
mately 3% annually over the
next few years, and that the
combination of our marketing
emphasis and hard-won com-
petitive position will permit us
to maximize the potential
from such growtﬁ.

South Carolina Pipe-
line Corporation completed
anothker successful year. Total
system throughput increased
9.4%, to 78.8 million deka-
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sands of tounsts flock to our
mountain hiceaways, beach .~

yet, much of the stale’s eco-
nomic and human potential re-
mains untapped

At SCANA Corporation,
our goal is to help South Caro-
lina maximize every opportunity
and realze every potential. We
want a better way of life for our
customers, and we want the
state s businesses and inaus-
tnies to grow so that we can
grow witn them.

Reading, Writing And Arithmetic

portance of having a
ed worktorce cannot




Demand For Jobs Intensifying

AsS success greets our eftorts
to upgrade the educational levels of
the people, more and bette: jobs will
be needed. South Carolina has fared
well in years past attracting new in-
dustry and 1987 was no ditferent
Once again, SCE&G took a leader-
ship role in this recruitment

' More than 20,000 new man

ufactunng jobs were announced in
the state dunng the vear, and capita
investments amounted to $2.3 bil-
ion. About $1.3 hillion, or 5 will
woeur in SCANA's service area

Examples of companies that
nave moved to South Carolina in the
and a halt read like a who's

n industry: Mack Trucks

ust as impressive is the
growth being expenenced by com-
panies whicl
lin Tire Cor

A]OTr maniii

h Y119 g v 4
headquarters. Pirelli announced

- - r I {4 "
plans tor a research and aevelop-

nt faality next to its fiber optic

¢ manufactunng plant outside
lumbia. NCR Corporation un-

verled its newest business com-

uter, which represented a 530 mul-

M M N A
1ON Ivestment in its vvest

ent team works with lox 1nd
state agencies to re t new invest

ent from around the world. How
ever, we also help prepare commu
nities in our own backvard for
presentations to prospective
naustnes

Hastening Economic Development
Corporate gifts play a role in
hastening economic growth as well
and two in particular are expected to
pay big dividends to the state’s
economy in future yvears. SCE&G
nated much of the land and
buildings for the University of South
Carolina’s Sweanngen Engineer
ing Complex, which will boast a
POW rful new supercomputer that
will be installed in 1988, A three-
vear, $600,000 grant to Clemson
University will be used to simulate
projects related to energy and eco-
nomic development at Clemson’s
new Emerging Technology Devel-
opment and Marketing Center

Beaches, Parks, Zoos And Museums

South Carolina, with histonic
Charleston, the Myrtle Beach Grand
Strand, Hilton Head Island and the
Blue Ridge Mountains, certainly
joesn’t need any help attracting

I

sts. More than 36 million peo

ple visit the state each year and
spend about $3.5 billion
' One of the biggest draws is

Spoleto USA, Charleston’s interna-
tional arts festival, which annually
brings more than 130,000 visitors to
'l‘r!.::‘m‘zh',\~!1~!t\

Riverbanks Zoo in Colum
bia, one of the top 10 zoos in the
United States according to Parude
magazine, delights over a half milhon
people each vear

Lake Murray covers 30,000
acres 1n central South Carolina and
powers one of 5( E&('s hydroelex
tric generating plants. It is also
home to thousands of year-round
residents and attracts 200,000 water
sport enthusiasts annually

A new attraction will be
added in 1988 when the South Caro
lina State Museum opens. The
building that will house the Museun
was the first electnically-powered
{
i

| 1 1 1 1
textile mill in the world. The elex
trnaty was produced at a hvdroele
tric plant that later became part of
SCE&G

A s & 8

- |
vy Nat once were merel)

promising opportus

ome realibes or many >out

ns. Educationally, eco-

nomically and technoiogically, the
state i1s stronger today than ever be
fore and getting stronger. SCANA
y

ud to be a part Of this success

ind exated about the challenges



“The futur of South Carolina
Electric & Gas Company rests on
a strong foundation of customer
satisfaction backed by the tech-
nically competent and sound
management of its resources. Our
customers a7 stockholders will

not tolerate less.”
I.C. Nichols, Jr.
President & Chief Operating Officer
South Carolina Electric &
Gas Company

ELECTRIC CUSTOMERS
(thousands; year-end)

425 418

MAXIMIZING OPPORTUNITIES

Record Electric Usage

SCE&G customers used re-
cord amounts of electnicity in 1987
establishing three histoncal peaks in
a one-month period, with the all-
time record demand of 2,943 mega-
watts (MW) occurring August 10
[his senes of records broke the pre-
vious record of 2,853 MW set July 9
1986

Systemwide sales rose 4.5
over the previous vear, totaling 14.3
billion kilowatt-hours (KWH). Resi-
dential sales were up 4.1
and industnal sales

3.2 Wholesale and other electric

cal sales 5.1

sales increased 4.7

An increase of 2.8% over
1986 in electnc customers contrib-
uted to the higher electric sales
SCE&G was serving 417,778 electnic
customers at year-end. Distnnbution
svstem projects were undertaken to
neet the resulting load growth and

to improve service reliability

commer

Rate stability is one of the pn-
mary goals and proudest accom-
plishments at SCE&G. In July 1987
400 megawatts of electric generating
u‘:}‘.i'(‘)llt'. were re<tored to the rate
base without the need for a rate in-
crease. In December 1987, the S.C
Public Service Commission (PSC) or
dered a $27.6 million, or 3.7%, re-
duction in retail electric rates. This
reduction reflected tax savings ex-
pex ted to be realized by SCE&G as a
result of the Tax Reform Act of 1986
and a lowenng of the company’s al-
lowed return on common equity
from 14.25% to 13.25% effective Jan-
uary 1, 1988. The PSC had previously
reduced SCE&G's retail electric rates

in Februar
1987 to reflect lower income taxes
established in the Act

Since March 1984, SCE&G's
residential electnc rates have fallen
11.9%, while average annual resi-
dential usage has nsen 6.6

by $25 million, or 3

Bar codes make meters easily ider:tifiable by a scanner, which records
each code, entering the data into a computer for inventory purposes.

ELECTRIC TERRITORIAL PEAK
DEMAND
(megawatts)

3.000

CONSOLIDATED ELECTRIC
SALES

(bﬂhﬁ?\s of KWH)
SRIR Residential W Industrial
SN Commercial SRR Wholesale & Other

16.0
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Efficient Generation Gets Even Better

SCE&G continues to im-
prove its already excellent record ot
efficency in the generation of elec-
tnaty. Th - company’s 1987 system
heat rate for fossil plants was 9,920
BiU/KWH, marking the fifth con-

secutive year this lmpnrtmt measure

of generating efficency has im-
proved. In Electric Light & Power
magazine’s latest annual survey of
the countrv’s 100 largest investor-
owned utilities, SCE&G had the
eighth best tossil heat rate for 1986
SCE&(C has ranked in the survey’s
top 10 for the last five years and eight
of the last nine

[otal system generation in
1987 was 15.4 bilion KWH, up 5.7
from 1986. That included all anm -
ity produced by the A.M. Williams
Station in Charleston, which 1s
owned by another SCANA subsidi-
ary, South Carolina Generating
Company, Inc. The total generation
mix in 1987 was 74% coal, 21
nuclear and 5% hydroelectnc

he peak generating capabil-
ity stood at 3,890 MW as of January
1, 1988, Generation from coal ac-

GENERATION FUEL MIX
{includes GENCO)

el EEHydro

et Nuclear  SRMIOR & Natural Gas

counted for 56% of this capaaty;
hydroelectric 20% ; nuclear 15% ; and
oil and natural gas 9%.

Maintenance, Life Extension
Programs Benefit Customers

SCE&G's superb record of
generating effidency can be linked
to aggressive programs to maintain
and upgrade existing generating
plants and transmission and distn-
bution equipment

Especally noteworthy is the
installation of a computerized
maintenance planning and sched-
uling system at SCE&G’s fossil

lants. Although the project will not
t\- completed at all plants until the

summer of 1989, benefits are already

being realized in tracking work
orders, scheauling preventive
maintenance and measuning pro-

ductivity, Refurbishments contin-
ued at five steam plants as part of the
company’s on-going life extension
program for existing electric
generating faclities

Coal is SCE&G'S primary
generation fuel. Our fossil plants
burned 4.6 mullion tons of coal in
1987, a 24.1% increase from 1986

Efforts to reduce the costs as-
sociated with coai have paid off in
significant savings for our cus-
tomers over the last few years. The
delivered cost of coal has dropped
from $53.27 atonin 1984 to $42.60 a
ton at year-end 1987. SCE&G
achieved these savings by buying
more coal at lower cost on the spot
market and by renegotiating several
long-term purchase and shipping
contracts

McMeekin Station consistently ranks as one of the
most efficient generating piants in the United States.

RESIDENTIAL RATE CHANGES
(average cost-cents per KWH)

&0







was a strong year for South Carolina s
ecor.  * We.. yed the second best year on record for job creation,
and an a-time record for - oreign investment. This was cue to a mult-
itudle of factors, not the least of which was trerendous cooperation
between local an state officials and ine private sector. The future is
bright for South Carolinians and South Carolir.a companies such as
SCANA. By working iogether, we can continue creating opportunities
for all our peaple.”

Choices For A Better Way Of Life

Customer service means

more than just providing a good

product at ) reasonable price. [t also

means offening options and con
‘niences that complement an in

dividual’s lifestyle or a company’s

approach to business. SCE&G 1s
P

doing that in a number of ways
['he majonty of our residen
tial electric customers are billed at a

standard rate. But others with non

traditional lifestyles or those v7ho are
willing to alter their electnc usags

patterns can save with our low-us

and time-of-use rates. Residential

ustomers who build or retrofit their
homes to meet stringent conserva
ton standards can save with a
H.\fln‘*i.'f'l

A time-ot-use rate 1s also
vailable for businesses and indus
tries which shift their usage to off
peak hours. A combination of firm
ind interruptible rates offers attrac
Ive savings to companies which
allow SCE&C. to discontinue their
SCTVICE dunny peak situations

By encouraging conserva

d of-peak usage, SCE&G

aon an

can delav the need for new generat

ing plants and maintain rate stabil

ity. But rates aren’t the only options

During 1987 SCE&G certified 574
new homes under the Good Cents

energy-efficiency prigram and at
year's end an additional 900

were under construction.






Marketing Programs Offer More Options
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Rite Aid opened a new distribution center in Winnsboro in May
1987. The 277,000 square-foot facility provides service to
Rite Aid pharmacies in a six-state area.




Reaching Out To Senior Citizens
SCE&G has developed «
Imber Of Corporate soQ
i ileY }‘YH;',T 1IMS 1O NEeP Met
ds of the communities w
urposes of the progr

. 4 4
y S GECHCA UK

Robots make up the majority of the work force at the Dana
Corporation plant located in the Carolina Research Park. The
lightly manned robotics technology manufactures front wheel
drive systems for automotive applications.




In August 1987 Mack
Trucks opened its new
$80 million Winnsboro

assembly plant. The first
customer-ordered truck
was presented to SCE&G
three months later on
November 10 during
official dedication
ceremonies for the state-
of-the-art facility.

Summer Station Gets High Marks

SCE&G recerved good news
trom the Nudlear Regulatory Com
mussion (NRC) in 1987 when the
agency released its latest assessment
of pertormance at the VC. Summer
Nuclear Station

In a letter to SCE&C, the

N RC commended the company tor

ts “high level of improved pertorm
ANCe  and agEressive managt

Y ' 1 ward |
ent ’\ux[”'. towards nudieat

safety identitied in the report
which covered the period January |
:\'N\.ff'\‘ll.""»g‘,ll“ 3], 1Y
[he NRC noted that SCE&C,
had taken a number of steps toim
prove plant operations dunng that
including the establishment ot
nanagement review board to re
ww all unplanned shutdowns ot
1s review board’s work
resulted in a reduction of the num
i of unplanned shutdowns com
ared with an earlier penod
”‘H COMPpany rece ved even

more good news when the Institute

of Nuclear Power Operation

INPO) accredited the remainin

f \ i (%] ) MM
tat | R tits train
¢ programs accredited, SCEE&L
CATI ¢ 24th utility to be granted

\ N
membership in INPO's Nationa

Academy tor Nuclear Training

Summer Stztion electricians can
now get additional “hands on”
experience in recently completed
labs that make training for craft
employees more realistic.
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NCR Corporation's
newest business
computer, the Tower
32/800, was unveiled in
Februarv 1927, 1he
computer was designed,
developed and is man-
ufactured at the NCR
plant in West Columbia.

Refueling Outage A Success

mer Station

Transit System Allowed Higher Fare
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Natural Gas Sales Stressed
Through Sales Force, Marketing

[he number of natural gas
custormers on SCE&('s system in
creased by 1.2% over 1986 to 195,177
it vear-end 1987, Total retail sales
were up 9.3% to 300.2 milhon
therms. Residential, commeraal
and industnal sales rose 15.5

8.1% and 3.8 respectively

SCE&G's natural gas opera
tons underwent a con }
ganization during the tall ot i“\"\r\
part of a new \t'At:-"_\ O INCrease

residential sales along the compa
W's 3,399-mile distribution system
A speqal sales torce was
formed, trained and challenged to
identify and recruit new customers

[he sales torce, working on a com

MiIssION basis, will focus on thires
target groups: Customers with gas

lines near thetr homes will be to
ibout the ments of gas Al;‘ylx\a:m‘\
and developers and builders in tast
growing ar-as where natural gas is
wailable will be encouraged to in
clude gas appliances in their plans
Additionally, in 1988, SCE&C be

gan offering rebates to customers

who replace their old electnic water
heaters with more economical gas
water heaters

Training Efforts Improve Service
To Gas Customers

SCE&G expanded its train
ing efforts into new and exating,
frontiers in 1987. Undera pn\'mrn
that req juires 160 hours of Intensive
t:\amm;\
being qualified to service all types ot
household appliances. And to stay

the latest in technology in

Eas Servicemen are now

abreast «

the metering and pressure regula
thon of natural gas expe rts are
brought in on a regular basis to con

JL;Jt'.mnm:\m\u S

SCE&G 1s also taking advan
hnology in other
ireas as it becomes available. Com
witer software is making it easier to
dentify equipment problems and
quickly find solutions. Faster emer
Zency repairs to plastic pipe are also

tage of new t

The new gas sales team is working

~nac ANIANOT 11 Thae hn e M - ctrn ™t
gas appiances e Nomes (Ney CONSINK

possible by utilizing a process called
electrofusion,” where electric cur
rent is used to bond the pipe

System improvements con-
tinued in 1987 as a $30 million proj-
ect to replace more than 600 mules of
mains and service connections in
the Columbia area moved nearer to
completion Propane air plants in
Columbia and Charleston were re
built and their capacity doubled to
meet peak-day supply needs

Because revenues were not
Keeping pace with investments to
expand and improve the system, in
June 1987, the company requested
5.7% increase in natural gas rates
Following a public heaning in Se p
tember, the PSC approved a $4.3
million, or 3.8%, increase in an
nual revenues based ona 12.75
return on common equity eteciive
December 1, 1987

closely with builders and encouraging them [0 incluge
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“The restructuring of the natural gas
industry presents South Carolina
Pipeline Coporation with a crucial
challenge: To continue providing the
excellent service our customers
have come to expect in an in-
creasingly competitive environment.
We welcome this challenge.”

Max Earwood

President
South Carolina Pipeline Corporation

CONSOLIDATED NATURAL
GAS SALES

{millions of therms)

WS Residental W | dusinal
O ormercial B Sles for Resale
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Construction, Real Estate
Companies Active

Primesouth, Inc., SCANA's
construction and design subsidi-
ary, ended 1987 on a successful note
by signing a major contract as an
authonzed builder for Amencan
Buildiags Company, one of the
largest manufacturers of metal build-
ing systems in the world. Contracts
awarded to Pnimesouth dunng 1987
included a new U.S. Post Office in
Charleston; a major addition to the
headquarters of a regional bank; sig-
nificant renovations at a county
hospital; a 145,000 square foot re-
search and development facility;
and an air cargo building for the
Columbia Metropolitan Airport.
Primesouth achieved profitability in
1987, its first full year of operation

South Carolina Real Estate
Development Company, Inc.
(SCRED) continued its involve-
ment duning 1987 in businesses
mngmt; from major industnal parks
to single-famuly residential develop-
ments. SCRED completed a shop-
ping center and a business park in
Columbia, and an office building in
Charleston. Another office building
is under construction in
Charleston

Aggressive Marketing Pays Off
For SCANA Software

SCANA Software Services,
Inc. began aggressive marketing of
its products and services in 1987,
and this effort is proving successful.

Duning 1987, SCANA Soft-
ware signed contracts with several
utilities for the sale of a Fleet Man-
agement System, which allows com-
panies to manage and analyze their
equipment purchases and mainte-
nance activities more cost effec-
tively. In addition, SCANA Soft-
ware contracted with a gas utility to
provide a customized Distribution
Construction Information System
to satisfy speafic construction man-
agement requirements. As a r *sult
of this project, SCANA Software will
have a new gas system te add to its
product portfoho,

SCANA Softwan: al.o estab-
lished an internationa presence
dunng 1987. The Severn-Trent
Water Authonty of Birmingha-,,
England signed a con * xct ﬁ»r a spe-

cally adapted version of the c.n-
struction intormation system to
meet its needs in the United
Kingdom.

T'his aggressive sales posture,
based on qmwvnduds and excel-
lence in service. 's pot ioning
SCANA Software for continued
growtle In adition to holding great
promise tor the futune, this high-
tecnowoRy venture has contabu ed
to the weonon < deveiopm:nt ot
Scuth Camling throagh the creation
of 70 new: jobs

MPX Continues Growth Stra‘egy

Another high-tech - bsidiary

WVIPX Sustems, Inc, a provider of
fiber Optic Priecommunications ser-
vices — al= had a good year in 1987
MPYX icreased its sswostment in
SouthemD v, an interstate carmier
that proevady. telecommunications
services to Washington, '2.C. and
seve't s atheasten staces, toa
-+ anterest 22 of Derember 31,
1987 Equ't, earmungs fr *n'f)) in-
vodtment ar i comne from the ber

" .

of ¢ wes builtand cperated by
NP A made a pos tive cuntributh «
o SCANAs earnagsin 1987
Plans are being 1 § e teada gpsprox-
imately 70 mues of Alr ptic lines
in Souitiz Carolir <
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MANAGEMENT REPORT

e Management of SCANA Corporation (the Com-
pany)is r\\pwn\xblv or the preparation and integnty of the
tinancial data included in the accompanying Consolidated
Financial Statements. These statements have been prepared
in conformity with generally accepted accounting pnnciples
as applicable. In situations that prevent exact accounting
measurements, management has used informed judgments
and estimates. Finanaal information presented elsewhere in
this Annual Report is consistent with these financal
statements

The Company maintains and relies upon a system of
internal accounting controls designed to provide reasonable
assurance that all transactions are pruprrﬁ\ recorded in the
books and records and that assets are protected against loss o
unauthorized use. The degree of internal accounting control
1s based upon the determination of the optimum balance
between the cost incurred in maintaining a system of inter-
nal controls and the benefits to be derived. The system of
internal accounting controls is supported by written policies

OPINION OF

INDEPENDENT

&

and guidelines and is complemented by the selection, train
ng and develop.ment of professional financal managers
and by a staff of internal auditors who conduct comprehen
sive internal audits

I'he Board ot Directors provides oversight for the prepa
ration of the finanaal statements through its Audit Commut
tee, which is composed entirely of nonemployee directors
The Audit Committee meets periodically with management
and intermal auditors to review their activities and respons
bilities. The Audit Commuttee also meets penodically with the
Company’s independent auditors, Deloitte Haskins & Sells
I'he internal and independent auditors have free access to
the Audit Committee to discuss internal accounting control

auditing and finanaal reporting matters 4 -

W B. Timmerman
Senlo,v Vg‘.]? pfes'de'n[
Chief Financial Officer

CERTIFIED PUBLIC ACCOUNTANTS

Deloitte
Haskins - Sells

SCANA CORPORATION

We have examined the Consobdated Balance Sheets
and Consolidated Statements of C: ipitalization of SCANA
Corporation and consolidated su tmdx.mv\' Company”) as of
December 31, 1987 and 1986 and the related Consolidated
Staterments of Income and Retained Earmungs and of Sources
of Funds tor Gross Property Additions for each of the threx
years in the period ended December 31, 1987, Our examina
tions were made in accordance with generally accepted audit
ing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we

considered necessary in the arcumstances

in our opinion, such Consolidated Financial State
ments present fairly the consolidated finanaal position of the
Company at December 31, 1987 and 1986 and the results of its
operations and the changes in its finanaal position for each
of the three years in the penad ended December 31, 1987, in
conformity with generally accepted accounting prinaples ap

phed on a consistent basis

February 8, 198K
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CONSOLIDATED BALANCE SHEETS

e S E R AR
ASSETS (Thousands of Dollars)
Utility Plant (Notes 1, 2, 3and 4):
Electric $ 2,574,138 $ 2,475,332
Gas 292,99%) 277,292
Transit 4,024 4,188
_Cmmon - 37,102 23,622
Total 2,908,254 2,780,434
_ Less accumulated depreciation and amortization PR 797,752 722,9%
Total 2,110,502 2,057 438
Construction work in progress 95,013 92,37
Nugciear fuel, net of accumulated amortization 62,445 51,535
_ mquxsmun ad;ustn*!ent — gas, net of mmmulated amortization - 4148 35,146
_ Utility Plant, Net _ 2,302,108 2,236,498
Other Property and Investments:
Nonutility property (substantially at cost) 40,789 30,331
Investments (Notel) - N AN A I 29,07 19,213
_ Total Other Pmpn.m apg lnwstmcnb - 69,865 49,54
Currenl Assets:
Cash, temporary cash investments and special deposits 22,195 10,913
Receivables 105,041 107,078

Inventones (at average cost):
Fuel (Note 3)

61,025 54,768
Matenals and supplies 24,541 18,433
Prepayments 7 13,307 15,323
7 lumlLumm -\\wts S e 20009 208,515
Deferred Debits:
Unamortized debt expense 6,79%0) 5474
Accumulated deferred income taxes (Notes 1 and 7) 17,843 11,208
Unamortized deferred return on plant investment (Notes 1 and 2) 40,335 36,395
Nuclear plant decommissioning fund (Note 1) 7,238 5,128
Other -~ ... SUN = =74 .
[otal Deferred Debits 1287 8775
To 52739  $25753R

See Notes to Consohdater Financial Statements




December 31, . ! 1987 1986
CAPITALIZATION (See Consolidated Statements of Capitalization) (Thousands of Dollars)
Stockholders’ Investment: _
Common Equity S 871,620 $ 836,913
Preferred Stock (Not Subject to Purchase or Sinking Funds) : | 26,029 26,029
__Total Stockholders’ Investment . 897649 862942
Preferred Stock (Subject to Purchase or Sinking Funds) 5 T 84,632 17,542
Long-Term Debt, Net _ 886,933 745,451
Total Capitalization P 1869274 1,725,935
LIABILITIES
Current Liabilities:
Short-term borrowings (Note 8) 21,565 80,576
Current portion of long-term debt, net (Note 3) 24,719 21,930
Accounts pavable 2,789 82,068
Customer deposits 15,260 13,417
Taxes accrued 36,400 45,836
Interest accrued 16,684 12,147
Dividends dedared 25,621 25,966
Other - - —————— 6™ a7
] N, - SRS - -
Deferred Credits:
Accumulated deferred investment tax credits (Notes 1 and 7) 117,177 119,766
Accumulated deferred income taxes (Notes 1 and 7) 416,700 388,789
Accumulated reserve for nuclear plant decommissioning (Note 1) 7,238 5,128
Other — e it it I Ry e i
e TOMDecforvedCredits =~~~ 000000000000 80,267 6782
Commitments and ContingenclesMote9) =~~~ @- @@ -
Total $ 2,702,369 $2,575,332

See Notes to Consolgated Financial Statements
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CONSOLIDATED STATEMENTS OF
INCOME & RETAINED EARNINGS

Forthe Years Ended December3l, 1987 1986

or the Years Ended December R T2 A R _ 1985
{ ﬂumwuh of I Hlur\
except per share amounts)
Operating Revenues (Notes 1 and 2)
Electric $ 806,826 $ BMASS $ 787,796
Gas 305,934 289,429 318,856
Transit - 2 3,119 3689
‘ ‘_“_Tnml()zq'ramikuﬂwucs PN T LI S 1 H\""’ 7 l llT’ 036 T l ll(l’»ﬂ
Operating Expenses:
Fuel used in electric gener.. n 227,877 216,076 229,249
Power purchased, net (12,486) (2,823) (8,821)
Gas purchased for resale 222,319 215,928 246,760
Other operation 169,356 155,588 143,016
Maintenance 57,995 56,864 60,836
Depreciation and amortization (Note 1) 92,583 90,627 86,899
Income taxes (Notes 1 and 7) 95,051 119,108 105,783
Other taxes 7 - 5882 @ 51952 2 49021
lumlknwrannbb\p'nsu S " 911,587 93,320 912,743
Operating Income o i385 198716 197,998
Other Income (Note 1)
Allowance for equity funds used duning umstrumnn 2,063 1,264 1,086
Deferred return on plant investment (Note 2 6,063 12,450 12,881
__Otherincome (loss), netofincometaxes 7@ G889 175
Total Other Income ) . LT 6395 = 9825 15,721
Income Before Interest Charges and
~ Preferred Stock Dividends 7 . - . 20,7%0 208,541 213,319
Interest Charges (Credits):
Interest on long-term debt, net 68,119 68,180 83,817
Other interest expense 5,155 5,771 1,789
Allowance for borrowed funds used
_durning construction (Note 1) - A - (1,76 (2,017) (2,388)
, Intal lnt\-n'st(hmhm Net - "l4"‘~ 1 Tl,}i}-_l . &?,Z)H
Preferred Stock(ash Dividends of bubsndury( At stated mtvs) - 10437 14,443 16,1
Net Income 128,865 122,164 113,560
Retained Eamings at Beginning of Year 262,671 230,549 202,988
Common Stock Cash Dividends Declared (Note 5) (93,487) (90,263) (87,040)
Other Capital Stock Transactions, Net 7 - - 99 2 1,041
Rdunedhmmgattndonur - o - % 297120 § 262,671 S W09
Eamings Available for Common Stodv. $ 128865 $ 1"" 1M $ 113,560
Common Shares Outstanding (Thousands) 40,296 40,296 40,29
Eamings Per Share of Common Stock R 83w 2§31

See Notes to Consolidated Financial Staterments

$2.82
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CONSOLIDATED STATENENTS OF CAPITALIZATION

December 31, I 1987 1986 N
Common Equity (Note 5) (Thousands of Dollars)
Common stock, no par value, authorized 75,000,000 shares, issued
and outstanding; 1987 and 1986 - 40, 2%, 147 shares $574 500 $574,242
Retained earnings 297120 262,671
Total Common Equity 871,620 47% 836,913 49%
South Carolina Electric & Gas Company:
Cumulative Preferred Stock (Not Subject to Purchase or Sinking Funds):
__Shares Outstanding Redemption Price
Eventual
Senes 1987 1986 Current Thiough Minimum
$100 Par R 40% 197,668 197 668 104.70 11-30-91 101.00 19,767 19,767
$50 Par 5.00% 125,284 125,234 52 50 — 52 .50 6,262 6,262
Total Preferred Stock (Not Subject to Purchase or Sinking Funds) o 26,029 1% 26,029 1%
South Carolina Electric & Gas Company:
Cumulative Preferred Stock (Subject to Purchase or Sinking Funds)(Note 6)
$100 Par Value — Authorized 1,550,000 shares
__Shares Outstanding Redemption Price
Eventual
_Senes 1987 1986 Current Through Minimum
7.70% 108,000 113,894 101,00 -— 101 00 10,800 11,389
8.12% 153,986 162,086 102.03 - 102.03 15,399 16,209
13 R8% L T —2_:1‘_(—“_‘ N — - e 25,000
261,986 525,980
$50 Par Value — Authorized, 1987 — 1,716,086 shares
1986 — 1,728,786 shares
Shares Outstanding Redemption Price _
Eventual
Series 1987 198 Current Through Minimum
4.50% 3,400 32,000 51.00 -~ 51.00 1,520 160
4 60% 12,834 14,334 50 50 50.50 " 17
4.60% (A) 42,052 44,052 51.00 - 51.00 2,102 2,202
4.60% (B) 102,000 105,400 50.50 5050 5,100 5270
5.125% 80,000 81,000 51.00 51.00 4,000 4.050
6.00% 108,800 112,000 50.50 - 50.50 5,440 5,600
B.00% 240,000 300,000 50.50 1-30-88 50.00 12,000 15,000
B.72% 115,125 365,400 53.00 12-31-88 50.00 15,756 18,270
9 40% 22745 24,69 51.175 - 51.175 11,873 12,235
1,168 667 1. W 878
I@ trgﬁmd Stock (Subndlo?urd\ueovbinkug Fundsb - - 84,632 5% 117,842 7%

See Notes to Consobdated Financial Statements




Long-Term Debt

Total Long-Term Debt

Total Capitalizatior
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NOTES

1. Summary of Significant Accounting Policies:

A. Organization and Principles of Consolidation

SCANA Corporation (the Company), a South Carolina corpo-
ration, is a public utility holding company within the meaning of
the Public Utility Holding Company Act of 1935, but is exempt
from registration under such Act.

The accompanying Consolidated Financial Statements re-
flect the consolidation of the accounts of the Company and its
wholly-owned subsidianes:

Regulated utihities
South Carolina Electnic & Gas Company (SCE&G)
South Carolina Generating Company, Inc, (GENCO)
South Carolina Fuel Company, Inc
South Carolina Pipeline Corporation (Ptrehne C a
tion) which wholly-owns South Car LNG Com-
pany, Inc. and Carolina Exploration Corporation
Non-regulated businesses
Carolina LPG Corporation
Carolina Propane Storage Corporation
Carotane, Inc
MPX Systems, Inc
Primesouth, Inc
SCANA Capital Resources, Inc
SCANA Software Services, Inc
South Carolina Real Estate Development Company, Inc
Tirzah Corporation

Investments in an interstate telecommunications carner
and in real estate, propane storage and transmission joint ven-
tures are reported using the equity method of accounting. Signifi-
cant intercompany balances and transactions have been elim-
nated in consolidation

B. System of Accounts

The accounting records of the Company’s regulated subsidi-
aries are maintained in accordance with the uniform system of
accounts prescnibed by the Federal Energy Regulatory Commis-
sion (FERC) and as adopted by The Public Service Commission of
South Carolina (PSC)

C. Ulility Plant

Utility plant 1s stated substantially at onginal cost. The costs of
additions, renewals and betterments to utility plant, including
direct labor, material and indirect charges for engineering, super-
vision and an allowance for funds used dunng construction, are
added to utility plant accounts. The onginal cost of utility property
retired or otherwise disposed of is removed from utility plant ac-
counts and generally charged. along with the cost of removal, less
salvage, to accumulated deprecation. The costs of repairs, replace-
ments and renewals of items of property determined to be less
than a unit of property are charged to maintenance expense

SCE&G, operator of the V. C. Summer Nuclear Station (Sum-
mer Station), and the South Carolina Public Service Authonity (a
public corporation of the State of South Carolina) are joint owners
of Summer Station in the proportions of two-thirds and one-third,
respectively. The parties share the operating costs and energy
output of the plant in these proportions. The total cost of the
construction of Summer Station was approximately $1.3 billion, or
about $1,461 per kilowatt, of which SCE&G's share was approxi-

TO CONSOLIDATED FINANCIAL

STATEMENTS

mately $877 milhon. Accumulated depreciation assc.Jated with
SCE&QG's share of Summer Station was approximately $130. 1 mal-
lion and $96.1 million as of December 31, 1987 and 1986, respec-
tively. SCE&G's share of the direct expenses associated with operat-
ing Summer Statien is included in the Company’s “Other
operation” and “Maintenance” expenses.

D. Allowance for Funds Used Durning Construction

Allowance for funds used during construction (AFC), a non-
cash item, reflects the period cost of capital devoted to plant under
construction. This accounting practice results in the inclusion, as
a component of construction cost (construction work in prog-
ress), of the costs of debt and equity capital dedicated to construc-
tion investment. AFC will ultimately be included in rate base
investment and depreciated as a cm\%!mem of plant cost in
establishing rates for utility services. Company’s regulated
subsidiaries calculated AFC using the following overall rates (com-
puted on an after-tax basis):

J987 1986 1985
SCE&G 54 6.3% 9.5%
GENCO 5.3% 5.3% 5.7%
Pipeline Corporation L 8.6% 9.5%

These rates do not exceed the maximum allowabile rate as
calculated under FERC Order No. 561. Interest on nuclear fuel in
process (refinement, conversiorn, enrichment and fabrication) is
capitalized at the actual interest amount.

E. Deferred Retum on Plant Investment

Commenaing July 1, 1987, as approved by a July 1, 1987 PSC
order, SCE&G ceased defernng carrying costs associated with 400
MW of electric generating capaaity previously removed from rate
base and began amortizing the accumulated deferred carrying
costs (approximately $40 3 million at December 31, 1987)on a
straight-line basis over a ten-year penod (see Note 2A). Amortiza-
tion of deferred carrying costs, included in “ iation and
amortization”, was a ely $2.1 million for 1987

SCE&G's deferred return on plant investment meets the cn-
tena for financial accounting recognition. as ibed by the
Finanaal Accounting Standards Board (FASB) Statement No. 92
“Regulated Enterprises — Accounting for Phase-in Plans”

F. Depreciation and Amertization

Provisions for deprecation are recorded using the straight-
line method for financial reporting purposes and are based on the
estimated service lives of the vanious classes of property. The com-
posite weighted-average depreciation rates were as follows.

. 1987 1986 1985
SCE&G 3 34% 3145% 342%
GENCO 2.67% 2 65% L 66%
Pipeline Corporation 2.43% 337% 327%
Overall 1.26% 3 38% 335%

Nuclear fuel amortization, which is inciuded in “Fuel used in
electnc generation” and 1s recovered throvgh SCE&G's cost of fuel,
15 recorded using the units-of-production method. Provisions for
amortizahon of nuclear fu ! include amounts necessary to satisfy
obhgations to the United States ODepartraent of Energy under a
contract for disposal of spent nuclear fuel






$23.9 million at January 1, 1987), was calculated by taking the
difference between the fair value of plan assets and the projected
benefit obligation. This liability is not recognized in the Compa-
ny’s consolidated financial statements, but is being amortized as a
component of pension cost on a straight-line basis over the aver-
age remaining service period (19.6 years) of employees expected to
receive benefits under the plan, except for approxamately $7.5
million of prior service costs being amortized over a six-year pe-
nod. The unamortized liability was $21.8 million at December 31,
1987

Based on the application of accounting principles in exist-
ence prior to the adoption of Statement No. 87, estimated accumu-
lated plan benefits, as determined by an independent actuary,
and actual plan net assets at January 1, 1986, were as follows

lanuary | 1986

(Thousands of Dedlars)
Actuanal present value of
accumulated plan benefits

Vested $ 80,253
Nonvested 7,364
____Retirees (Pnor to June 1983) 45,473
Total $133,090

Net assets available for benefits $134 947

The assumed rate of return used in determining the actuarial
present value of accumulated plan benehits was 7%  except for
assets dedicated to tund benefits for Retirees prior to fune 1953
which are valued at ' 1%

In addition to pension benetits, the Company provides cer-
tain heaith care and life insurance benefits to active and retired
employees. Such benefits are generally charged to expense when
claims and premiums are paid. The costs of providing such bene-
fits to retired employees are not significant

|. Revenue Recognition

Customers’ meters are read and bills are rendered on a
monthly cycle basis. Base revenue is recorded dunng the account-
ing penod in which the meters are read

Revenue attributable to gas costs (to the extent collectible
through adjustment clauses) 1s accrued and recorded in the month
during which the customers’ meters are read

Projected fuel costs tor electric generation are collected
through the fuel component in retatl electric rates, as estabhshed
by the PSC dunng semiannual fuel cost heanngs  Any ditfer-
ences between actual and projected tuel costs are deferred and
included when estimating the fuel cost component dunng the
next semiannual fuel cost heanng. At December 31, 1987, SCE&G
had over<ollected approamately $1.5 milbon through the electnc
fuel clause component, which is included in “Deferred Credits -
Other’

K. Debt Premium, Discount and Fxpense

Long-term debt premium, discount and expense are being
amortized as components of “Interest on long-term debt, net”
over the terms of the respective debt issues

2 Rate Matters:

A. In an order dated July 1, 1987, the PSC approved SCE&G's
January 30, 1987 request to restore toits rate base, effective Julv 1
1987, the net production mvestment (approximately $102.5 mul-

tion at July 1, 1987) associated with 400 MW of electnic generating
capacity previously removed by the PSC in its order dated March 2,
1984, The 1987 order also approved SCE&G's proposal to include in
rate base the assocated accumulated deterred carrying costs (ap-
proximately $42.5 mullion at July 1, 1987) and to begin amortizing
these costs over a ten-year penod commencing July 1, 1987 (see
Note 1E). The July 1, 1987 PSC order has been appealed by the
Consumer Advocate of South Carolina. Whale the out.ome of this
matter is uncertain, the Company believes the probability of any
significant change in the rate order is unlikely and accordingly,

has not recorded any provision for refunds

B. On January 15, 1987, the PSC directed SCE&AG to reduce its
retail electnic rates approximately $25 milhion annually, or 3%, due
to annc‘i‘;utcd income tax savings associated with the Tax Act as
reported in SCE&G's study besed on the results of operations for
the vear ended December 31, 1985 Rates implernenting this reduc-
tion were placed in effect with the first billing cvcle in February
1987

On luly 15, 1987, the PSC issued an order which required a
hearing to be held on November 10, 1987 to receive evidence on
whether SCE&C's electnc retail rates could be lowered as a result of
the Tax Act and also to review its earnings. On December 30, 1987,
the PSC ordered a reduction, effective January 1, 1988, of $27 6
million annually, or 3.7% . This reduction was primarily due to the
additional tax savings resulting from the Tax Act and a change in
the method of recovery of municipal franchise taxes. The order set
the return on common equity at 13.25%

C. On January 11, 1988, the South Carolina Supreme Court
denied the State Consumer Advicate’s appeal of approximately $34
million of the March 2, 1984 order of the PSC granting SCE&G
approximately $132.6 million annually in increased retail electnic
rates

D. On December 1, 1987, the PSC issued an order granting,
SCE&G approximately $4.3 milhon of the $6.7 million annual
increase in retail natural gas rates requested in an applicabon
filed on June 5, 1987 The order spproved an allowed return on
common equity of 12.75% . The new rates, which will provide an
increase of approximately 3 8% in annual retail natural gas reve-
nues, were placed into effect December |, 1987

E. In an order dated July 31, 1987, the FERC atfirmed an
Administrative Law Judge's decision relating to GENCO's filing of
a cost of service formula rate for the sale of power and energy to
SCE&C, with certain modifications to the appropriate rate of re-
turn. A a result of this order, GENCO has filed a revised rate
schedule reflecting the eftects of this decision and has requested a
reheaning. The FERC has granted a reheanng, but no deasion has
been rendered. The Company believes that the outcome of the
proceedings will not have a significant effect on its results of
operations

F. On December 22, 1987, the 'SC issued an order granting
SCE&G an increase in its transit rates in both Columbia and
Charleston, South Carolina from a tare 0f $.25t0 8. 50. The new
rates were placed into effect on January 1, 1988

3. Long-Term Debt:

SCE&G's annual tender Pollution Control Facilities Revenue
Bonds (which do not include the 5 95% senes, due 2003) are se-
cured by like principal amounts of its First and Refunding Mort-
gage Bonds







The aggregate annual amounts of fpurchase fund or sinking
C

Total income taxes ditfer from amounts computed by apply-

fund requirements for preferred stock for the years 1988 through ing the statutory Federal income tax rate of $0% for 1987 and 46%
1992 are summarized as follows: for 1986 and 1985 to pre-tax income as follows.
Year Amount Year Amount 1987 1986 1985
(Thousands of Ddlars) (Thousands of Doliars)
1988 $ 5.948 1991 2518 et income 128865 $122.164  $113,560
}:‘; ‘:;"‘: 1992 2515 Total income tax expense
431 Charged to operating expenses 95,051 115,108 105,783
A ; g Charged to other income 195 (2,261) 5.2
The changes in “Preferred Stock (Subject to Purchase or Sink- Preferred stock dividends 1 437 14,443 16,541
;nf,kiunds) during 1987, 1986 and 1985 are summarized as Total pre-tax income §234 545 $250.454 $241.155
ollows -
Income taxes on above at statu-
Number Thousands tory Federal income tax rate $ 93810 $116,589 $110,931
of Shares of Dollars Increases (decreases) attnibutabie to
) SE - Allowance for funds used dur-
Beg\me‘laé:::n 1.“1;28" 2,246,186 $156,7%9 ing construction (excluding . .
STRIRS S nuclear fuel) {825) (1,053) (707
$100 par value (20,550) (2.05%) Deferred return on plant in-
50 par value (44, 408) 2.220) vestmerit, net of
Balance December 31, 1985 2,181,228 182,514 amortization (1,575) (5.727) (5,925)
Shares Redeemed Depreciation differences 620 5,308 5,325
$100 par value (343,070) M 07 Amortization of investment tax
50 par value (13,300) (865) credits 5.4 (8,107) (6,065)
Bal - e e 234 4S8 iy e State income taxes (less | ederal
e Redusmad: P e /5 income tax effect) 5,530 8,220 7,503
‘\"‘"n"_ !‘;'“\': iy P o e Other differences, net (13) 1,618 (8)
S0 par value .h;w 211 P 511 __ Total income tax ~xpense § 95246 S116,647 $111,054
Balance December 31 1987 1.4%) s87 $ %4 832

7. Income Taxes
Total income tax expense for 1987, 1986 and 1985 is as follows

L F9R7 1986 1985
{ Thousands of Didlars)
Current income taxes
Federal Sty N5 § R2.837 $ 57 680
State 10117 9 845 8, 687
Foreign 177 674
Total current taves 76,97 92,305 67 041
Deferred taxes, net
Federal b1 28,257 37,289
State 4, 266 5378 5 308
___Total deferred taxes 2.627 313,838 42,497
Investment tax credits
Deferved 3 an (1.486) 6, 587
Amaortnization of amounts
deferred (Credit) 341 (8107 (h,085)
Other M 500 ned
Total investment tax ¢ redits 1348 9.089% 1.516
Total income tax expense §95 248 $116.847 $111,054

“Total provision for deferred taxes, net”’ results from timing
differences in recognition of the following items

1987 1986 1985
(Thousands of Dollars)
Charged to expenses

Accelerated depreaation and

amortization $31.543 $40, 37 $46. 084
Deferred fuel revenue 2,041) (4.616) (801)
Cther, net (8,475) {2,116) 2, 786)

Total provision for deferred

Income taxes, net §20.627 $33.635 $42. 497

The Internal Revenue Service has examined the consolidated
Federal iIncome tax returns of the Company through 1984 and has
closed all years through 1980. A final report ha: been received tor
1981 and all issues resolved. In addition, a final report for 1982
through 1984 has been received and all issues resolved, except
those pertaining to the deductibility of certain nuclear hability
insurance ums. The Company does not anticipate any sig-
nificant effect on its results of (‘Ten. on or financial position
resulting from the resolution of these i1ssues

At December 31, 1987, the cumulative net amount of income
tax imun ¢ differences on which deferred taxes have n  oeen
provided totaled approximately $95 milkion
(See Note 1H )
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10. Segment of Business Information:

Segment information at December 31, 1987, 1986 and 1985
and for the years then ended is as follows

Total

Ilnhu Gas Transit

(Thousands o

f Dollars;

Operating revenues $ 806,826 $305,9M 5 3,212 $1.115.972
Operating expenses

excluding depreciation

and amortization 539 604 271.644 7.756 819,004
Depreciation and

.mmn zation 82,758 9 vH 306 92,553
lquup« r.llmge\;n'nwa (\Z.‘ \h.‘ 281,163 8,062 G:1,587
Hpc‘u!mg income (loss) $ I'H h»& "4 g $N 'M(H 204,385
Add (Hhu income, net 6,395
Less Interest charges 71LATS

Preferred stock dividends 10,437

\(l Anun-u 5

< npxul e \pendmm 5

hh nlstul h $ 14 .’\‘ L 33| 1“‘ s M3 § 187,648

\ lllllt‘d for (|\¢‘u||( ompany operations §.670

lnm £ 1731318
Ide mnu(‘l‘ assets al
December 31, 19587

Utility plant, net $2.039,752  $235.503 S 1,783 82,287,038

Inventories "‘ 977 6 859 174 81,210

Total S’ IH '“l $2132,362 $ 2 lw 2,349,248

\\nl\ ullhlu d for over l”\ ompany operations 153,121

i
h-uuwh $2 ‘0' 369

1986
s L Electric  Gas Tro sit Total
(Thousands of Dollars)

Operating revenues $ 809,488 $289.429 $3.119 $1,102,036
Operating expenses,

excluding depreciation

and amortization 544,067 261712 6914 812,693
Depreaiation and

_amortization 80,825 9,557 245 9,627
Rnal 1l operating v\pq nses 624,892 271,269 7,159 903,320
Up« rating lmumt'(kh\) $ 18459 5 18160 $(4,040) 198,716
Add — Other income, net 9,825
Less — Interest charges 71,934

- Preferred stock dividends 14,443 443

Net income 5 12’ 14
Capital expenditures

ldentifiable $ 110249 $ 20981 § 247 § 131477

Utilized for overall Company operations 12,700
Total $ 144177

Idcnhhablc assets at
December 31, 1986

Utility plard, net $1,988,769 $214.299 $ 1,778 $2,204 846
lnwnlnm s 62.9% 6,845 320 70,095
Total $2.051,699 52"1 144 $ 2,098 2,274 941
Assets utilized mr overall Company operations 300,391
hv(nl assets $2.575,332
R ... Rl A
Electric Gas Transit Total
(Thousands of Lavlars)
Operating revenues $ 787,796 $318,856 § 3,689 $1,110,341
Operating expenses
excluding depreciation
and amortization 528,773 289.868 7.203 825,844
Depreciabion and
amortization 77,658 9,033 208 86,899
Towl npﬂdhn,h v\p('n\cs 606,431 298,901 7411 912,743
$ IBL365 § 19955 $(3.722) 197,598
\dd \Xhﬂ income, net 15,721
Less — Interest charges R3,218
Preferred stock dividends 16,541
\t'! mncome $ 113,560
.i; mx s \p‘ ndnun )
I ‘vnmmbh $ 97525 $24091 § &9 § 122225
l hhlni tor ove mll( ompany up«‘r.\imna . 6,282
Total $ 128507
ldcnh}mhk .asu;t: at by L »
Decemeor 31, 1985
Utility plant, net $1,988.372  $203,060 $ 2,159 $2,193,591
ln\tnh\m‘s 51,356 7.337 248 A% 991
lnml 52 039,728 $’W 97 $ 2457 2,252,582
Assets utilized for overall C nmp.\m operations 291,117

M\b‘N

Inml assets
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FINANCIAL

Liquidity And Capital Resources

The capital needs of the Company anse primarily from the
capital requirements of SCE&G's operations and construction
program. Because rates for regulated services are based on histori-
cal cost amounts, to the extent inflation occurs and rates are not
appropnately adjusted on a timely basis, the Company’s regulated
subsidiaries may not recover all costs of providing services. There-
fore, the Company’s future financial position and results of opera-
tions could be impacted by future inflationary trends

The ability of the Company’s regulated subsidiarnies to replace
existing plant investment, as well as to expand to meet future
demand, will depend upon its ability to attract the necessary
financial capital on reasonable terms. The abihity to attract such
capital will, in tum, depend upon the regulated subsidiaries’ abil-
ity to obtain adequate and timely rate relief

Dunng 1987, the PSC issued orders requining SCE&G to re-
duce its retail electric rates to reflect income tax savings associated
with the Tax Act (see Note 2B of Notes to Consolidated Financial
Statements). The tax savings result from a reduction in the Federal
corporate income tax rate from 46% to 34%, effective July 1, 1987,
Because the Company is fu'ly normalized with respect to invest-
ment tax credit and tax depreciation, the Company does not
anticipate a significant effect on its results of operations or finan-
aal position, but internal cash flow will be reduced in future years
primarily due to the repeal of the investment tax credit retroactive
to January 1, 1986, and the lengtyening of depreciable lives for
certain utility property. The impact of this reduction will depend
upon the level of construction expenditures in future years. In
addition, the inclusion of unbilled revenues and contnbutions
in aid of construction in current taxable income, the treatment of
certain expenses which now must be capitalized for tax purposes
and other provisions in the Tax Act could further restnct cash flow
in 1988 and subsequent years

Continued growth in the Company’s nonutility operations,
along with future economic expansion throughout the utility ser-
vice termitory, could have a positive impact on total Company
earmings

I'he pnmary cash requirements for 1987 were, and as esti-
mated for 1988 are, as follows

lQ)Qi |~m

Construction expenditures, excluding
allowance for tunds used duning
construction (AFC)

Nuclear fuel expenditures

Matunng obligations, redemptions and
sinking and purchase fund
requirements

$142,337

37 122

During 1987, approximately 56.6 4 of total cash requirements
were provided from internal sources as compared to 57.3% in
1986, External funds for 1987 were provided through the issuance
of $100 milhon principal amount of First and Refunding Mort-
gage Bonds, 8-34% Senes due February 1, 2017, the sale of $4.365
million in tax-<exempt annual tender Pollution Control Facilities
Revenue Bonds due 2014 and a $40 million Bank Note due 1989

The Company anticpates that 1988 cash requirements will be
met primanly through initernally generated funds, short-term bor-
rowings and the sale of commeraial paper. Actual 1988 construc-
tion ind nuclear fuel expenditures may vary from the estimates set
forth above due to tactors such as inflation and economic condi-

MANAGEMENT'S DISCUSSION & ANALYSIS OF
CONDITIQN & RESULTS OF OPERATION

tions, regulation and 3!1513“0" rates of load growth, environ-
mental protection standards and the cost and availability of
capital.

SCE&G present'y has in effect a shelf registration statement
under which it can issue an additional $100 million of First and
Refunding Mortgage Boods. Whether additional securities will be
sold and the timing and amount of such sales will depend primar-
ily upon market conditions and other factors.

For information relating to operations of the Company’s sub-
sidiaries see pages 8 through 25

Results Of Operations

Earmnings and Dividends

Eamings per share of common stock, the percent increase
(decrease) from the previous year and the rate of return eamed on
common equity for the years 1985 through 1987 were as follows:

1987 1986 1985

larmngﬂ per t share $3.20 $3.03 $2.82
Percent increase (decrease) in

earnings per share 5.6% 74% (7.5%)
Return earned on commaon

equity (vear-end) = 14.8% 14.6% 14.1%

Earnings per share increased from 1986 pnimanily as a result of
higher sales of electric energy and natural gas and a reduction in
preferred stock dividends associated with early redemptions of
preferred stock issues (see Note 6 of Notes to Consolidated Finan-
cial Statements). The increase in earnings per share for 1986 re-
sulted primarily from higher electric energy sales related to the 1986
summer heat wave, lower interest charges and reduced dividend
requirements on preferred stock.

AFC is a utility accounting practice whereby a portion of the
cost of both equity and borrowec unds used to finance construc-
tion (which is shown on the balance sheet as construction work
IN Progress) is car\n!ahmd Both the equity and the debt portions of
AFC, are noncash items of nonoperating inc sme which have the
effect of increasing reported net income. AFC represented ap-
proximately 3% of Eamings Available for Common Stock in 1987,
1986 and 1985

During the period March 1984 through June 1987, the Com-
pany recorded carrying costs (including equity return) associated
with the production investment, net of accumulated depreciation,
relating to 400 MW of electric generating capacity removed from
rate base. Total deferred carrying costs, a noncash item included
under “Other Income" as “Deferred return on plant investment”
represent approximately 5%, 10% and 11% of Eamings Available
for Common Stock for the years 1987, 1986 and 1985, respectively.
Commencing July 1, 1987, the Company ceased deferring carry-
ing costs and began amortizing the accumulated deferred carry-
ing costs over a ten-year period. (See Notes 1E and 2A of Notes to
Consolidated Financial Statements. )

In February 1988, the Company’s Board of Directors raised the
quarterly cash dividend on common stock to 60 cents per share
from 58 cents per share. The increase, effective with the dividend
payable on April 1, 1988, raised the indicated annual dividend
rate to $2.40 per ¢hare, up from $2.32. The Company has increased
the dividend rate o1 its common stock in 35 of the last 36 years
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SELECTED FINANCIA

L DATA

For the Years Ended December 31, 1987 1986 1985 1984 1983 1982 1977
Statement of Income Data (Thousands of Dollars except statistics and per share amourts)

Operating Revenues:

Electnc $ 806,826 $ B09488 § 787796 $ 746745 $634,127 8574113 $344,964

Gas 305,934 289,429 318,856 378,491 337,282 266,389 78,405

Transit 3,212 3,119 3,689 3,178 3242 2,603 2,023

Total Operating Revenues 1,115,972 1,102,036 1,110,341 1128414 974,651 843,105 425,392

Operating Expenses

Fuel used in electnc generation 227 877 216,076 229,249 23,768  260,38) 214,617 155,132

Gas purchased for resale 222,319 215,928 246,760 289,212 277,091 220,502 51,321

Other operation and maintenance 214,865 209,629 195,031 187,448 135,374 147 840 50,144

Depreaation and amortization 92,583 %.627 86,899 74,914 45,000 43,406 30,339

Taxes 153,943 171,060 154,804 153,776 106,932 77,033 66,684

Total Operating Expenses 911,587 903,320 912,743 929,118 824,778 703,398 353,620

Operating Income 204,385 198,716 197,598 199.296 149,872 139,77 71,772
Total Other Income 6,395 9,825 15,721 17,647 11,571 5,230 25,566
Income Before Interest Charges and

Preferred Stock Dividends 210,780 208,541 213,319 216,943 161,444 144,937 97,338
Total Interest Charges, Net 7L ATS 71,934 83,218 78,248 57,506 57,121 39,003
Preferred Stock Cash Dividends of

Subsidiary 10,437 14,443 16,541 16,877 17,186 16,371 10,653
Net Income $ 128865 § 122,164 § 113560 § 121,818 § 86752 $ 71445 $ 47,682
Common Shares Outstanding (Thousands) 40,296 40,296 40,296 39,900 37.844 3,387 19,833
Earnings Per Share of Common Stock $3.20 $3.03 $2.82 $3.05 $2.29 $2.08 $2.40
Dividends Declared Per Share of Common

Stock 2.31 $2.24 $2.16 $2.05 $2.00 $1.92 $1.56
Percent of Operating Income (Loss)

Before Income Taxes

Electric 91 93 N 87 93 98 94

Gas 12 9 10 15 10 ! 8

Transit (3) ) (2) (2) 3 (3) )
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~Comparitive
Highlights

FISCAL YEAR 1987
Retadl Customers Served 81950

Average Annual
Resdential Coasumption
(lolovatthours) 12195

Average Residential Cos

h’ g 5% ' 04'
Opemt»gq Revenye \
Bross Income , 4 $505,055.799

\ '

~~BlectricOpeaating " -

. Expenses $341068.787

(Gross Expenses $494 005178

" “bther Deductions { 8

" Coste 10be Recovered

. “fom Future Revenue ** *§ 28,920,650

Energy Sales * .
(megawatthours) 1612328

Bulk Energy Sales
10 other Utikbes 229,260

Terrtorial Peak Demand
(megawatts)

CALENDAR YEAR

Terrtorial Peak Demand
{megawatts)

k]

"$480.059.055 -

$461687 205

$326.895.198

-
$477.643,805,

"$1.800.297

$ .la#m 063

10.778.640°

104.463

2123

1985

2,006

Cover: Sunrise on South
Carolina's coastal plain.
A new day — and new
directions for Santee
Cooper, South Carolina's
state-owned public power
resource. “New
Directions” is the theme
of this repert, indicating
Santee Cooper’s historic
cominitments to service
and stewardship and to an
expandiny role in helping
1o shape the dynamic
future of the Paimetto
State. Members of Sante
Cooper's management
team express the new
directions being taken for
customers, employees,
bondholders and the
people of South Carolina.
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Joe C. Norman

Power companies will be TR LR M
among the last industries ENERGY
MANAGEMENT
in this country to be
challenged by the “world
economy.” It nas already
shown its impact in subtle

ways. Those of us in the

business who help our
customers become more
energy-efficient will be
the leaders in the industry
in the next decade
Customer sensitivity, pro
ductivity, and efficiency
must be the foices that
drive us, and Santee
Looper i€ aireacy moving
forward with programs
like the "Good Cents
energy-efficient home
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Robert V. Tanner

Increased efficiency,
innovation, and resource
development are the road
signs marking the new
directions for Santee
Cooper's Production
Department. Improved
heat rates, more efficient
use of station power, and
modification of our
generating equipment will
help us improve perfor-
rnance and save millions
of dollars. Development of
a regional water treatment
faciiity will help our five-
county area meet its
needs for water well into
the next century.
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Jefferies Hvdro Santee Spillway
Generating Station Generating Unit

Hilton Head
Combustion Turbines

Grainger Steam
Generating Station

Jefferies Steam
Generating Station




Winyah Steam Myrtle Beach Cross Steam
Generating Station Combustion Turbines Generating Station

St. Stephen Hydro
Generating Station

ARSI SRS
Summer Nuclear
Gene- 'ting Station







Robert E. Rainear

Quality is Job One" is
the Ford-borrowed
commitment that best
desc.ibes the direction of
lowered costs and
improved service soughi

by Engineering and

Operations. Computer-
aided standards and

des gns, innovative and
cost-cutting construction
techniques, improved
maintenance procedures
and computerized power
control and dispatching
methods will help us
accomplish these goals
Through employee partici-
potion, we will continue to
identify the areas where
costs can most effectively
be lowered
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ECONOMIC
DEVELOPMENT

W. Andrew Burke

A more productive
approach to economic de-
velopment will result from
a new alliance of coopera
tion between Santee
Cooper and Central
Electric Power Coopera
tive and its 15-member
co-ops. Our effort will be
more effective in helping
create jobs and stimu-
lating economic growth
both in the areas served
by Santee Cooper and the
electric cooperatives and
threughout South
Carolina
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F. Eugene Williams

Working more closely with

our elected and govern-

mental officials at all ‘ » :
levels will help us sig- |
nificantly improve the

quality and dimensions of

service to our customers

the communities where

we serve, and the people

of South Carolina. As a

vital economic and energy

resource belonging to the ‘
people of this state, our

most important commit

ment is to respond more

eftectively to their needs
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RATE COMPARISON FY 87

CORPORATE
Santee Cooper ) FORECAST"G,
' RATES, & STATISTICS
B e L A nEw resider
TR R LR
RATES (CENTS/KWH)
Residential \

Commercial

Industrial




OB AR
MANAGEMENT
INFORMATION

SYSTEMS

l'echnical Support

Svystems and

Programming

Kenneth R. Ford

No rate increases during
at least the next three
fiscal years. The Finance
Department will raove
toward accomplishing this
major goa! through up
grading and fine-tuning
Santee Cooper's bud-
geting, forecasting, and
financial planning
systems. Employees will
use totally integrated
workstations to increase
performance and

efficiency through end

user computing. Prepara

tions are underway for
additional advance re-
fundings, and the
introduction of a $500
mini-bond program will
allow more Santee
L.ooper employees and
customers to invest in the

company
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.‘Scbedule of Bonds
Outstanding

Matyrity

Date

July

1950 Issue

int Rate Ami

1967 Issue

ol Rale Ami

1973 Retunding Issue

inl Rate Aml

1973 Issue

int. Rate Ami

1994 Issue

Int Rate Amt

1977 Retunding Issue

inl. Rate Ami

1977 Issue 1978 Issue
ot Rate Ami Ir1 Rate Ami
14 4 30

4 S
4 X
%
'
A 4
b |



978 Issue
Rate Amt
0 1070
L] 112
0 1200
5 1158
0 1220
1288
0 1358
. 1440
0 1515
1585

1670

33585
&

wess a3 Sdddas

&

3960

19794 Issue
int Rate Ami
585 1085
560 1105
S0 1150
% 1196
585 1240
590 1300
595 1360
8O0 1425
605 1490
810 1565
§20 1645
630 1728
838 1815
840 1915
§45 2025
6 213
67, 2260
8, 2390
B, 2540°
6%, 2698
B, 2865
oy, 301"
6%,  .160°
o 328
6%  1528°
&, 370°
6% 3926
6% 4140
o 470
6  4610°
Y
&%  5135°
6  25550°
106255

48

0

".“’m

s« N
APERTYFH

CARD

\iew Avadizie On

19828 Issue 1982 Refunding Issue
Int. Rate Amt. Int. Rate  Amt.
TTI000 658 7V, 438
10V, 740 s 40
10V, 835 T4, 508
10%, 340 800 545
1100 1060 820 585
T W, 1198 840 638
880 690
8v, 750
S, 815°
9)/. 890
T @
9}1 ‘070'
9 1.165°
9, 1 275¢
Sy 1395
T W

~Supe

\pertare Copdl
19804 Issue 1981A Issue 1981C Issue 19824 lssue
int Rale Amt  int Rate Amt Int. Rate Amt. (nt Rate Amt.
890 &5 780 580 10%, 785 1000 1465
900 950 800 780 100 865 0%, 1596
910 1038 815 845 ", %5 100 173
920 1130 830 940 Wi, 1070 1y, 1906
9y, 1235 845 1080 "y, 188 1wy, 2108
7930 135 860 1185 b B
940 1475 By, 1295
945 1615 890 1435
9, 1785 900 1600
980 1930° 915 1775
980 2120° 930 1970 - ’
980 2300° 9, 2.19%0°
98 250" 9, 243"
980 280" 9, 2.700°
980  3085° 9,  2995°
980 3385 9V, A8000" r
20850 31830 480 8805
2625 1170 M0 \ 5
Qs 12 000 144 420 154 820
5000 76000 150,000 165 000

E8032/0183-0\

5425 13725
565 0
159.0%0 280.275
165 000 294 000

1985 Refunding Issue
Int. Rate Amt.
TR, 4%
5)/‘ 460
700 490
M 525
7'l 565

&%, 605
800 850
820 708
840 765
860 82%
T 880 0
900 1060
905 1180
910 1150
9, 5.000°
15,295
410
160510
176.215



Schedule of
Refunded Bonds

Series 1980 Issue 1981A !ssue 19818 Issue 1981C Issue 1982A Issue 19828 Issue 1982 Re!. Issue 1985 Ref Issy
Call Date July 1. 1990 July 1, 1991 July 1, 1991 July 1, 19$1 July 1. 1991 July 1, 1992 July 1, 19892 July 1. 1995
Origina
Maturity

Date Int Rate Ami int Rate Amit Int Rate Ami Inl. Rale Amt Int. Rate Am! Int. Rate Ami int. Rate Amt Int Rate Am



1985 Issue 19854 Refunding Issue 1986A48 Refunding Issve  1986C & D Refunding Issue 19874 Refunding Issue Tota! Accruing Total

Interes! Dedt
int. Rate Amt. Il Rate Ami int Rate Ami it Rate Ami. Int Rate Amt. Maturities Service
67 13500 59, 320 3% 715 28995 144 449 74 444
6%, 13500 6Y, 335 4 ™0 390 785 31855 136.385 168 240
710 13500 6, 360 500 75 43 805 3045 134,299 167344
740 13500 700 380 8%, 830 480 850 34360 132,047 166 47
770 13500 ™, 40 8, 1890 540 &5 480 880 V858 129655 1310
800 13500 T 440 700 5865 580 925 500 930 39340 126959 186299
820 13500 ™, an 715 7380 580 @5 530 @5 40995 124,23 185231
840 13500 800 510 730  78% 600 1030 590 1025 42740 121303 164 133
870 13500 820 2425 740 6580 620 1095 590 1080 445 118,340 163015

840 2030 7, 7845 640 1180 5% 1140 3320 15072 148342

860 23%0 760 7995 860 1235 800 1205 35540 12807 148347

870 4980 M 5925 870 1320 610 1280 7830 110381 148 187

8, 5405 780 6365 680 1400 6 1350 40500 107666 148 186

780 13200 690 1505 640 1435 43790 104 761 148,581

900  11.020° 790 835 700 1605 8, 2875 44850 101851 146,301

800 6090’ 790 900 05 1715 6, 4280 2915 98,380 146 295

800  15390° 800 4695 70 3510 660 4375 51450 94 849 146 299

800 507 70 4920 6%, 20390 55,000 91195 146195

800 5475 M0 5265 B, 16795 58,585 867 146 222

800 5910 720 5625 B, 2350 41 445 83?12 125187

810  63% 720 6000 6, 2825 44 080 81077 125187

810 6805 700  £415° &% 218 69 7189 125159

800 7465 700 6850° 6% 2925 50050 75120 125170

800  B060" 70 730 6, 210" 52325 718% 125 164

800  10480° 700 6025 8, 3380° 56830 68338 125 188

8O0 11315 0 647 6 3625 60560 64 604 125 164

800 12.230° ! 88, 690  3880° B4 545 60621 125 186

920 65 800 2008 730 7915 890 4150° 64 990 56352 121342

820 770" 800  2.260° 730 8us 890 4485 88470 51889 121359

800 2445 730 20430 §90 478" 77345 47312 124 887

800  2625° % a& 890 5180 82300 42342 124642

800  2850° 730 23428 690 5575 585 081 124 666

920 29520° 800 370" 730  25080° 890  6030° 83920 3143 121383

820 2975 b 730 27005° 690  6520° %925 24 414 121339

920 41.200° 730 56985 890 7040 105225 16681 121 906

6  62325° 700 61025 123350 8245 131595

121,500 177845 145955 335630 192 660 1998105 3091381 5089488
12500 0 0 0 0 83540
0 0 0 0 0 983 %0
135,000 177845 195 955 335630 192 660 3065 405
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APPLICATIONS OF REVENUE

Years Ended June 20, 1987 and 1986

1987 1986
Total Operating Revenues § 480059055 $ 455000175
Operating Expenses
Operation

Production 204,600,163 195057 706

Purchased and Interchanged Power — Net 2,698,075 (213.379)

Transmission 1,821,495 1991 478

Distribution 2,300 421 2 158 298

Customer Accounts (172,250) 1849974

Sales N4 283845

Administrative and General 28692720 25.231.152

Maintenance 33,388, 34 596425

Total Operation and Maintenance Expenses 273,646,107 260955500
Sums in Lieu of Taxes 2,389,663 2178137
Total Operating Expenses 276,035,770 263131637
Net Operating Revenues 204 023,285 191868538
QOther Income 24 996,744 26687030
Revenue Available for Debt Service

and Other Purposes 229,020,029 218555568
Total Dedt Service 154,236,930 150910358
Lease Payments to Centra 5.465.308 5466375
Principal and interest on Other Obligations 25,038,097 23758265
Balance after Debt Service Lease

Payments, and Other Obligations 44,279 6%4 38418570
Payments to the State of South Carolina 2,003,036 1900012
Payment to the Special Reserve

Fund — net 1,459 116 1.392 865
Mandatory 8% Aliocation for Capita

improvements 26,761,366 26.057714
Revenue Available for Operating Requirements § 14056176 $§ 9068978

(1) This summary has been prepared from the financial statements and other data of the Authority and has not
be2n examined by the independent auditors. This summary presents the net revenues available to the Revenue
rund for purpeses such as providing for increases in working capital requirements. It differs from the State
meni uf Reinvested Earnings in that it represents cash transactions on debt service and. accordingly. excludes
non-cash items such as depreciation. aliowance for funds used during construction and amortization of gebt
discount and expense
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Report of
Independent Certified

| P | .
Public Accountcants

uth Carolin
e Auth

Columbia, Sou

We have examined the balance sheets
)t the South Carolina Public Service
1987 and
1 statements of
vested earnings, accumulated

ings reinvested in the business

shanges in financial p« ‘

each of the three years in the period

June 30, 1987. Our examina

NS were made in dgr'!’")f’jd{u s vh‘!"
jenerally accepted auditing standards

raingly, included such tests

{
aunt ng rec ras and such
cedures as we con

n the circum

financial state

a D present fair

ition of the South

1987 and 1986, and the
Its operations and changes
al position for each of the
the




Balance Sheets

South Carolina Public Service Authority
June 30, 1987 and 1986

Assets

Utility Plant — At Cost:
Electric plant in service
Construction work in progress

Total
Less accumulated depreciation

Electric plant — not
Nuclear fuel — net

Utility plant — net
Other Physical Property (Net of Accumulated Depreciation)
Cash and Investments Held by Trustee

Current Assets:
Cash and investments held by trustee
Accounts receivable, less allowance for
doubtful accounts of $844,000 in 1987 and $3,619,000 in 1986
Accrued interest receivable
Inventories, at average cost:
Fuel (coal and oll)
Materiais and supplies
Prepaid expenses

Total current assets

Deterred Debits:
Unamortized debt expense
Unamortized loss on refunded debt
Costs to be recovered from future revenue

Other
Total deferred debits

Total

The accompanying notes are an integral part of the financial statements

1987 1986
(Thousands)

$ 2,050,086 $ 2,018,545
72,415 57,232
2,122,501 2,075,777
415,187 352,252
1,707,314 1,723,525
20,534 22,366
1,727,848 1,745,891
379 390
345,828 335,364
34,775 33,125
53,899 51,967
3,961 1,683
29,762 41,100
6,142 5911
2,440 2,024
130,979 135,810
18,676 22,045
230,137 154,666
197,347 168,426
3,296 2,727
449 456 347 864
$ 2,654,490 $ 2,565,319



Liabilities and Capitalization

LongTerm Debt:
Priority Obligations
Electric System Expansion Revenue Bonds

Subtotal
Electric Revenue Bonds
Capitalized lease obligations
Other

Total long-term debt
Less:
Reacquired debt
Unamortized debt discount and premium — net

Long-term debt — net
Accrued Interest on LongTerm Debt
Construction Fund Liabilities — Accounts Payable
Other Non-current Liabilities

\ urrent Liabilities:
Commercial paper
Accounts payable
Customer deposits
Accrued sums in lieu of taxes
Other

Total current liabilities

Commitments and Contingencies
Deferred Credits:
Unamortized gain on reacquired debt
Nuclear fuel settiement

Total deferred credits
Capital Contributions — U.S. Government Grants
Accumulated Earnings Reinvested in the Business
Total

1987 1986
(Thousands)

$ 60,515 $§ 62385
1,816,090 1,740,845
1,876,605 1,803,230
121,500 135,000
71,755 74,538
0 543
2,069,860 2,013,311
2,220 2,880
27,27 18,387
2,040,369 1,992,044
71113 71,819
1,737 6,632
6,303 4,410
50,000 50,000
28,695 22,819
4,690 4,435
1,146 1,076
7,212 6,935
91,743 85,265
406 833
16,344 16,128
16,750 16,961
34,438 34,438
392,037 353,750
$ 2,654,490 $ 2,565,319



Statements of Accumulated

Earnings Reinvested in the Business

South Carolina Public Service Authority
Years Ended June 30, 1987, 1986 and 1985

Accumulated earnings reinvested in the business —

beginning of year
Reinvested earnings for the year

Total

Distribution to the State of South Carolina
(See note below)

Accumulated earnings reinvested in the business —

end of year

Note: The distribution to the State of South

The accompanyinrg notes are an integ: .l part of the financial statements

Carolina is determined utilizing a calcula-
tion formula required under the Indenture
which is based essentially on operating
cash flow and mandatory reserve re-
quirements. Such calculation varies
substantially from reinvested earnings for
the year principally due to costs to be
recovered from futu-e revenue and work-
ing capital requirements.

1987

$ 353,750
40,290

394,040
2,003

$ 392,037

1986
(Thousands)

$ 325,545
30,106

365,651
1,901

$ 353,750

$ 281,297
45,948

127,245

1,700

$ 325,545



Statements of Reinvested Earnings

South Carolina Public Service Authority
Years Ended June 30, 1987, 1986 and 1985

Operating Revenues:
Sales of el:ctricity
Other operating revenues

Total operating revenues

Operating Expensus:

Operation expense:
Production
Purchased and interchanged power — net
Transmission
Distribution
Customer accounts
Sales
Administrative and general

Maintenance expense

Total operation and maintenance expense
Depreciation
Sums in liew of taxes

Total operating expenses
Operating Income

Otk ar Income:
Interest income:
Other funds
Borrowed funds
Other income (expense) — net

Total other income
Subtotal

Interest Charge::
Interest on long-term debt
Other

Total interest charges
Subtotal
Costs to be recovered from future revenue
Other deductions — net
Reinvested Earnings

The accompanying notes are an integral part of the financial statements

1987

$ 475,425
4,634

480,059

25178
284
(181)

25,281
164,271

144,190
9,030

153,220
11,051
28,91
(318)

$ 40,290

1986

(Thousands)

$ 451,537

$

3,463
455,000

195,054
(213)
1,991
2,158
1,850
284
25,231
34,596

260,955
63,764
2,176

326,895
128,105

26,833
5,459
(146)

32,146
160,25

150,224
5,983

156,207
4,044
27,863
1,801
30,106

1985

$ 428,361
2,261

430,622

203,383
(4,371)
1,842
1,665
1,826
162
23,533
31,193

259,233
61,640
1,920

322,793
107,829

26,03
16,583
(125)

42517
189,346

159,634
8,205

167,839
(17,493)
67,207

3,766

§ 45948



Statements of Changes in
Financial Position

South Caruiina Public Service Authority
Years Ended June 30, 1987, 1986 and 1985

1987 1986 1985
(Thousanas)
Funds Provided By:
Operations:
Reinvested earnings $ 40,290 $§ 30,106 § 45948
Charges (credits) to reinvested earnings
not providing or requiring funds:
Depreciation 65,033 63,764 61,640
Amortization of debt discount and expense 2,408 2,81 2,483
Amortization of gain or loss on reacquired
debt — net 4,061 1,22C (1486)
Costs to be recovered from future reverue (28,221) (27,863) (67,207)
Total from operations 82,871 69,516 42,718
Sale of bonds/notes 528,290 195,955 489,060
Nuclear fuel settlement 217 173 479
Increase (decrease) other - net 1,984 (1,370) 21
Total funds provided 613,362 264,274 532,278
Funds Applied To:
Increase in utility plant 46,978 35,857 56,256
Retirement of long-term debt 468,958 177,475 493,268
Increase (decrease) in cash and investments 10,465 41,779 (112,424)
Decrease (increase; in interest on long-term debt 705 (6,167) 10,529
Increase (uecrease) in unamortized debt discount
and expense 7,924 50 (1,770)
Decrease in construction fund liabilities 4,895 7,606 405"
Principal payments -- capitalized lease obligations 2,784 2,716 2,645
Distribution to the State of South Carolina 2,003 1,901 1,700
Increase in unamortized loss on refunded debt 79,959 28,237 56,460
Total funds applied 624,671 259 454 510,645
Increase (Necrease) in Working Capital $ (11,309 $ (25,180) $ 21633
Increase (Decrease) in Working Capital by Component:
Cash ard investments held by trustee $ 1,650 $ (2563 $ 9740
Accounts receivable, less allowance for doubtful
accounts 1,932 11,877 9,908
Accrued interest receivable 2,278 (1,129) 372
Inveniories (11,107) (9,993) 9,050
Other current assets 416 617 (193)
Accounts payable (5,876) 5,393 (6,201)
Custoiner deposits (255) (735) (809)
Accrued sums in lieu of taxes (70) (57) (154
Commercial paper - (25,000) -
Other current liabilities (277) (3,529) (80)
Increase (Decrease) in Working Capital $ (1,309) $ (25180) $§ 21633

The accompanying notes are an integral par of ‘At financial statements




Notes to Financial
Statements
June 30, 1987

Note 1 — Summary of Significant
Accounting Policies:

A — System of Accounts — The accounting
records of the Authority are maintained substantially
in accordance with the Uniform System of Accounts
prescribed by the Federal Erergy Regulatory
Commission (FERC).

B — Utility Plant Capitalization and Maintenance
— Additicns to plant are recorded at cost, which
includes material, labor, overhead, and interest
capitalized during construction. The costs of repairs
and minor replacements are charged to appropriate
operating and maintenance expense. The costs of
renewals ard betterments are capitalized. The original
cost of utility plant retired and the cost of ramoval
less salvage are chaijed to accumulated
depreciation.

C — Depreciation — Depreciation is computed on
a straight line basis uver the estimated useful lives of
the various classes ¢! the plant. Annual depreciation
provisions expressed as a percent of average
depreciable utilitr plant in service, was approximately
3.3% for each of the three years in the period ended
June 30, 1987.

D — Revenue Recognition — Substantially all
wholesale and industrial revenues are bille¢ and
recorded at the end of each month. Revenues from
retall customers are recognized on a monthly cycle
basis. Fuel costs are reflected in operating expenses
as consumed.

E — Capitalization of Interest During Cunstruction
— Interest capitalized during construct is the net
cost of borrowed funds used during construction.

F — Amortizatio., — Unamortized debt discount,
premium arnd expense are amortized to income over
the terms of the related debt issues. Unamortized
cains or iosses on refunded debt are amcrtized to
income as impacted throu?h the rate-making process,
gene ‘ally over the terms of the new debt issues.

Note 2 — Costs to be Recovered from Future
Revenue:

The Authority has fully adopted the provisions of
Financial Accounting Standards Board Statement No.
71 (SFAS No. 71), which prescribes the accounting
principles to he followed by entities subject to cerain

pes of ulation. The most significan( impact on
the Au.hority \vas to (acognize timing differences
between costs as defined in the rate-making process
and costs det:rmined in accordance with generally
accepted accounting principles. The Authority's rates
are established based upon debt service and
operating fund requirements. Depreciation is not
considered in the cost of service calculation.

This results in timing differences ized as costs
to be recovered from future revenue, cormnponents
of cost to be recovered from future revenue follows:

1987 1986 1985
(Thousands)

Costs to be recoverad

from future revenve:
Excess of

depreciation

over debt service.. $28921 $2/863 $41,159
Funded interest costs

after in-service

date. — - 26.948
Total $28,921 8_27_.663 $67,207

Note 3 — Cash and Investments held by Trustee:

Unexpended {unds from the sale of expansion
bonds, debt service funds, other special funds and
cash and securities are held and maintained by
trustees and their use restricted in accordance with
applicabie provisions of various trust ingentures,
bond resolutions, lease agreements, and the
Enabling Act included in the South Carolina law.
Such funds consist principally of investmenis in
government securities carried at amortized cost.

CASH — The carryin%&mount of the Authority's
deposits were $100,211, and $103,605,000 at
June 30, 1987 and 1986, respectively, Bank balances
were $26,181,000 and $17,449,000 at June 30, 1987
and 1986, respectively. Bank balances are covered
by federal gepository insurance or by collateral held
in (he Ftodglng bank's trust department. The
Authority's deposits included $90,327,000 at June
30, 1987 and $91,018,000 at June 30, 1986 for bond
principal and interest payments due or. July 1, 1987
and 1986, respectively, and may exceed federal
denosit insurance limits,

NVESTMENTS — Trust indentures and resolu-
tions authorize the Authoiity to invest in obligations
of the U.S. Treasury, agencies, and instrumen-
talities, and certificates of deposit. The Authority's
investments consist solely of US. Government
securities and certificates of deposit. The market
value of all investments exceeded the carrying value
gg approximateiy $5,000,000 and $10,000, at June

, 1987 and 1986, respectively.

The Authority's investments are cateqorized
below to give an indication of the level of risk
assumed by the entity at year-end. Category 1
inciudes only U. S. Governme.t securities which are
registered and held by trust agents in their name.
Cltogory 2 inciudes insured certificat.s of depos't

c

which are held vy trust agents in the Authority's
name.



_ , 1987
INVESTMENTS
CATEGORY CATEGORY
1 »2 CASH
Unexpended Funds
19828 Bonds
(Cross '84) $ $ $
General Improve-
ment Funds 74 682 0 689
Debt Service and Special
Indentured Bonds
Interest Fund 1,191
Bond Fund 1,957
Debt Service 8,806 1
Expansion Bonds
Interest Fund 14 545
Bond Fund 65,073
Debt Service 136,025 47
Subordinated Bonds
Interest Fund 13,500
Bond Fund 4624
Debt Service 2,023 2975 47
Other Special
Funds 23,555 4617
Total $245,091 $3675 $ 97.(52
Revenue Fund $ 8552 $ $ 3148
Special Reserve
Fund 6,104 71
Total $ 31626 $ O $ 3149

Note 4 — Summer Nuclear Station:

The Authority and South Carolina Electric and Gas
(SCE&G) are parties to a joint ownership agreement
providing that the Authority and SCE&G shall own the
Summer Nuclear Station with undivided interest of
3371 % and 66%1%, respectively. SCE&G is solely
responsible for the operation, maintenance, and
decommissioning of the Summer Nuclear Station, and
the Authority is obligated to pay its ownership share
of all costs relating thereto. At June 30, 1987 and
1986, the plant accounts included approximately
$42€,070,C4) and $425,980,000, respectively, represent-
ing the Aut s investment, including capitalized
interest, in the Summer Nuclear Station.

Nuclear fuel costs are being amortized based on
energy expended which incl a component for
estimated disposal costs of spent nuclear fuel. These
amortizations are included in fuel expense and are
recovered through the Authority’s rates. Decommis-
sioning costs (costs to take the plant out of service in
the future) for the Summer Nuclear Station are
estimated to be $314 million, for the Authority's s
ownership, based on a 30 year useful life with
decommissioning expected to commence in the
year 2013. The Authority accrues for its share of

1986

INVESTMENTS

CATEGORY CATEGORY

TOTAL 1 2 CAS& TOTAL
(Thousands)

$ 18720 $ $ (180 $ 18553
76,071 45,021 19 45,040
1,191 1,232 1,232
1,957 1877 1877
8,807 8814 3 8817
14 545 12,260 12,260
65,078 65,331 65,331
136,072 135,634 5778 141,412
13,500 13,500 13,500
4624 5,028 5,029
5,045 5,027 8 5,032
18,938 20,267 (2_@ 1731_
3345328 82'9.4&3 $0 $101,881 » 8386.154
$ 28670 $ 2671 $ $ 117 $ 28,488
6,106 4630 _ 7 4,637

$ 34,775 $ 31,401 0 s 1724 $B1S

the estimated decommissioning costs over the remain-
ing life of the facility. These costs are being recovered
through the Authority's rates. The estimated decom-
missioning costs are periodically reviewed and
adjustments recorded as te.

Sups er under the nal uranium supply
contract breached the contract in 1975 due to uranium
market conditions. SCE&G initiated wciion seeking
specific performance of the contract provisions, and a
final settlement was reached and approved by all
parties in April 1980. By terms of the order approving
the settlement, the court imposed confidentiality upon
the details of the settlement. The Authority has
received approximately $10,243,000 in cash as partial
settlement of the lawsuit. Additionally, the agreement
provides for delivery of some uranium, long-term
deliveries of equipment and services (including conver-
sion and fuel fabrication) at a discouni.

Amounts received due to the breach of contract
have been included in deferred credits and will be
applied as a reduction of uranium fuel costs. This is
consistent with SCE&G’s treatment pursuant to an
order from the South Carolina Public Service Commis-
sion. The cost of nuclear fuel purchased has been
reduced by approximately $4,000,000.



Note 5 — Long-Term Debt Outstanding:

Priority Obligations:
Electric Revenue Bonds, Series of 1950, bearing interest at
2.70% and due 1987 to 1983
Electric Pevenue Bonds, Series of 1967, bearing interest at
4.10% and due 1987 and 2006
Electric Revenue Bonds, Refunding Series of 1973, bearing
irterest at 5% ard due 1987 to 1989

Total Priority Obtigatbns

Electric System Expansion Revenue Bonds:
1973 Series, bearing interest from
5.2)% to 5.75% and due 1987 to 1993 and 2013
1974 Series, bearing interest from
6% to 6.75% anc due 1987 to 1999 and 2014
1977 Refunding Series, bearing interest
from 4.90% to 6% and due 1987 to 1997 and 2002 and 2016
1977 Series, bearing interest from 4.50%
to 5.75% and due 1987 to 2002 and 2017
1978 Series, bearing interest from 4.80%
to 5875% and due 1387 to 1998 and 2008 and 2018
1979 Series A, bearing interest from 5.55%
to 6.875% and duc 1987 to 2003 and 2009 and 2019
* 1980 Series A, bearing interest from 8.90%
to 9.80% and due 1987 to 1995 and 2002
* 1981 Series A, bearing interest from 7.80%
to 9.75% and due 1987 to 1997 and 2002
* 1981 Series C, bearing interest from 10.75%
to 11.75% and due 1987 to 1991
* 1982 Series A, bearing interest from 10%
to 11.75% and due 1987 to 1991
* 1982 Series B, bearing interest from 10%
to 11.26% and due 1987 to 1992
* 1982 Refunding Series, bearing irterest from 7.25% to 9.375%
and due 1987 to 1994 and 2002
* 1985 Refunding Series, bearing interest from
6.256% to 9.375% and due 1987 to 2000 and 2005
1985A Refunding Series, bearing interest from
5.75% to 3.20% and due 1987 to 1999 and 2003 and 2021
1986 A&B Refunding Series, bearing interest from 6.75%
to 8.10% anc due 1991 to 2008 and 2019 and 2020

1986 C&D Refunding Series, bearing interest from 4* % to 7.30%

and yuz2 1988 to 2007 and 2012 and 2021 and 202-
1987 A Refunding Series, bearing interest from 3.26% to 7%
and due 1987 to 2007 and 2012 and 2021 and 2022

Total Electric System Expansion Revenue Bonds

Electric Revenue Bonds, 1985 Series, bearing interest
from 6.26% to 8.70% and due 1987 to 1995

Capitalized Subordinated Lease Contracts, payable
1987 to 2015

Other
Total Long-Term Debt

*See schedule below for refunded debt.

June 30
1987 1986
(Thousands)

$ 9006 $ 926
43475 49,135
3,035 3.“;5
60,515 62,385
93,185 94,315
102,845 104,015
193,255 196,230
112,820 113,200
196,040 197,065
106,255 107,280
29,650 30,450
31,80 32,445
4,870 5,580
8,805 10,180
5,425 5,990
13725 294,000
15,205 176,215
177,845 177,845
195,955 196,956
335,630 -
192,660 -
1,816,090 1,740,845
121,500 135,000
71,756 74,538
- 543
$2,069,860 $2,013311

45



' B 1 ss at June 30, 1987 follows
Amounts outstanding, onginal loss on mhmqu and the unamortized loss at June 30.

Refunded ‘
Refu: ded Amount Original Unamortized
Iss Bonds Outstanding Loss Loss
ISsue .

Refunding




Maturities of electric revenue bonds, priority obli-
3ations and expansion bonds during the years ending
une 30, 1988 through 1092, are as follows:

Electric Priority

Revenue Obligations &

Bonds Expension Bonds Total
(Thousands)

June 30, 1988 $ 13500 $ 16495 $ 29965
June 30, 1989 13500 18356 31,856
June 30, 1980 13,500 18,545 33,045
June 30, 1991 13500 208680 34,369
June 30, 1992 13500 24156 37655
Total $ 67500 $ 99410 $ 166910

Notoe—C;t-\mordalPapu:

The Board of Directors authorized the issuance of
commercial paper not to exceed $50,000,000. The
paper will be issued for valid corporate purposes with
a term not to exceed 270 days at an annual interest
rate not to exceed 95%. As of June 30, 1987 and
1986, the effective interest rate on outstanding borrow-
ings was 4.47% and 4.17%, respectively. During 1987
and 198A the average effective interest rate was 4.18%
and 4.72%, the averggg amount outstanding was
$50,000,000 and $43,829,000 and the average maturity
was 44 and 43 days, respectively.

At June 30, 1987, the Authority had a Revolving
Credit Agreement with various lenders of $50,000,000.
This Agreement is used to support the Authority’s
issuance of commercial paper. Under the Agreement
the Authority ' required to pay a fee equal to 1/8 of
1% on the t. . line of credit, plus 1/8 of 1% on the
average principal amount of the paper outstanding.
No loans were outstanding under the Agreement at
June 30, 1987.

Note*7“— Contmctsn with m_l_.,-_.,- s
Electric Power Cooperative, Inc.:

The Authority has lease contracts with Central
Electric Power Cooperative, Inc., covering a steam
electric generatin? plant, transmission facilities, and
various other facilitics. The lease terms range from
eight to twenty-eight years. Quarterly lease payments
are based on a sum equal to the interest on and
principal of Central's indebtedness to the Rural Electri-
fication Administration for funds borrowed to construct
the above mentioned facilities. The Authority has an
option (o purchase the leased properties at any time
during the period of the lease agreement for a sum
equal to Central's indebtedness remaining outstanding
on the property involved at the time the option is
exercised or to returr the properties at the termination
of the lease. The Authority plans to exercise each and
every option to ac juire ownership of such ‘acilities
prior to expiratior of the leases. Power supply and
transmission se’vices are provided to Central in
accordance wi'h the Power System Coordination and
Integration Agreement dated January 19, 1981, This
agreement also provides that each party will have an
option to share ownership of future generating
facilities to be constructed by the other. Central has
advised the Authority that it will exercise its option to
own 45% of the second unit at Cross and the

Pee Dee generating station subject to obtaining financ-
ing guaranteed by REA.

Future minimum lease payments on Central leases,
at June 30, 1987, were:

Years ending June 30: Amount
(Thousands)
1988 $ 5402
1989 5,345
1990 5,258
1991 5,258
1992 5,258
Thereafter 80,436
Total minimum lease payments 106,957
Less, amounts representing interest 35,202

Balance at June 30, 1987

ma-m.mcmm

Based on a May 1985 load forecast, the Board
deferred indefinitely the construction of the second
unit at the Cross ating Station. In conjunction
with this deferral, $3,766,000 of contract cancellation
charges were incurred and charged to reinvested
eamings for 1985,

During 1982, FERC notified the Authority that the
Pinopolis West Dam and the North Santee Dam,
which form a part of the Authority's electric utility
system, possessed marginal sei"mic stability under
applicable design earthquake criteria. FERC indicated
that remedial measures should be underteken by the
Authority to provide an increased level of seism
stability. The Authority engaged an engineering firm to
perform studies and planning to determine the extent
and cost of work necessary to correct the design
weaknesses. The initial engineen":'r}? study has been
completed and submitted to FERC for its review.

Until FERC has completed its review on the
proposed modifications to the Pinopolis West Dam
and the proposed remedial measures to be undertaken
by the Authorty on the North Santee Dam, it is not
possible to estimate the extent of work necessary to
correct the design weaknesses. Based on the facts as
they currently exist, management believes that any
cost incurred by the Authority related to the dams
would not materially affect tne financial position of
the Authority.

i&es—mmn:

Substantially all Authority full-time employees partici-
pate in the South Carolina Retirement System
(“System™), a mulitiple-employer public employee retire-
ment system. The payroll for employees covered by
the system for the years ended June 30, 1987, 1986
and 1?@5 'was $42,484,000, $38,838,000 and $35,675,000,
respectively.

mployees who retire at or after age 65 or have 30
years of service are entitied to a retirement benefit,
payable montri for life equal to 1.25 percent of the
first $4,800 of the: final average salary and 1.65
percent of the final avi-"age amount in excess of
$4,800. Final average salary is the employee's average
salary over the twelve highest consecutive quarters,
Benefits fully vest on reaching 5 years of service.
Vested employees may retire at or after 60 and
receive reduced retirement



benefits. The System also provides death and disabil-
ity benefits. Benefits are established hy State statute.

Employees are required by State statute to
contribute 4 percent of the first $4,800 salary and
6 percent of salary greater than $4,800. The Authority
is required by the same statute to contribute 7 per-
cent of total I. The contribution requirement for
the years June 30, 1987, 1986, and 1985 was
$3,098,000, $2,837,000 and $2,602,000 from the
Authority and $2,386,000, $2,178,000 and $1,993,000
from employees.

An actuarial valuation is performed for the System
annually. At the most recent valuation date, June 30,
1986, the present value of prospective benefits payable
for retired and active members was approximately $8.1
billion and exceeded the amortized cost of assets of
the System by approximately $3.9 billion. The present
value of prospective benefits payable is a measure of
the present value of pension fits, adjusted for the
effects of projected salary increases, estimated tn be
payable in the future as a result of employee service
to date. The measure, which is an actuarial present
value of credited benefits, is intended to help users
assess the System funding status on a goi
basis, assess progress made in accumulating suffi-
cient assets to pay benefits when due, and make
comparisons among public employee retirement
systems. The System does not make separate
measurements of assets and benefits g able for
individual employers. The Authorities 1 contribution
represented approximately two percent of the total
contribution to the System.

Note 10 — Major Customers:

| Sales to the Authon'ty‘s~ two major customers for
the years ended June 30, were:

1987 1986 1985

(Thousands)
Central Electric Powei
Cooperative, Inc. $ 207,000 $ 193,000 $ 173,000

Alumax of South
Carolina, Inc. $ 65000 $§ 68000 $ 86,000
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