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4 LETTER TO STOCKHOLDERS

Fellow Stockholders:

We are pleased to pres
ent this annual report which
outlines the successes of
SCANA ( orporation during
the past vear. It is very gratify
Ing to note that most of the
signiticant achievements dut
ing 1987 resulted from oun
employees’ diligent imple
mentation of long range stra
egies over the past few years

Earnings per common
share were $3.20, an increase
ot 5.6% over the $3.03 earned
in 1986. Earnings for both

ars retlect record eleciric
customer usage as a result of
record heat waves, We esti
mate the abnormal summer
weather contnbuted appr
mately 21¢ per share i
and approximately
share in 1986

On February
the Board of Directors au
1zed an increase in the indi
cated annual dividend from
52 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 |
March 10, 1988

South Carolina Electric

as Company

nificant «
the I[‘k:\f Vi
hot summer established sey
eral records for peak demand
on our system

record set on

with the new

when the pe 943 meg

iwatts, an increase of 3.2

over the prior year’s peak set

lulv 9. These peaks were met

from our own generation
and all our plants functioned
v.ell during this period o1
heavy demand. Over the pasi
tew vears, SCE&G has made
signiticant expenditures to
extend the useful life of our
existing fossil and hvdro
power plants. Although this
program is not complete, it is
already paying dividends in
improved reliability during
high load conditions

ihe VC. Summer Nu
Cclear Station continued its
nistory ot superior operations
receiving verv high marks in
its various inspections and
reviews, and getting full ac
creditation of its training pre
grams trom the Institute of

Nuclear Power Operations

['he plant was taken out of
service for a scheduled refuel

ing in March 1987. The next

scheduled outage for refueling

1s 1n the fall of 1988. Since the
plant began commercial oper
ation in 1984, it has achieved
a capacity tactor of 70 as
compared to an industry aver
age capacity factor of 61

For the past few vears
SCE&G has aggressively pur
sued several strategies to im
prove Its ettve position
Une n ey 1:1!}‘11
ments a renewed marketing
program. Its major features in
clude new choices in rates
Intormation about price-value
relationships of our products
primarily provided through
our Energy Info Centers, and
signiticant wnl;‘:\m-mwmwm

our levels of customer service

Cost containment and cost
reduction is the focus of ¢ sec-
ond major strategy, which has
had the most direct effect on
current electric rates. Aggres
sive renegotation of coal sup
ply contracts and purchase ot
spot market coal, decreases in
corporate tax rates, redemp
tions of high cost bonds and
preferred stock together with
ettorts ov all «‘!I';‘Il’\t es tore
duce the growth rate of non
tuel operating and mainte
nance expenses have resulted
in significant rate reductions
Finally, a strategy addressing
operational excellence fosters
supernor pertormance as ty p!
fied by the record of VC. Sum
mer Nuclear Station. These
strategies have been succes
ful in making SCE&G's rates
among the lowest in the
southeast for investor-owned
utilities. Since March 1984
SCE&G’s residential retail
electric rates have declined
from $76.91 per 1,000 kilowatt
hours (kwh) to $67.72 per
1,000 kwh, a de rease of

11.9 We believe that
SCE&G's custor

contimue to grow Approxi

ner base will

annually over the
t tew vears, and that the
combination of our marke ting
emphasis and hard-won com
petitive position will permit us
to maximize the potential
from such growth

South Carolina Pipe

» Corporation completed

another successful vear. Total
system th«»m;lr“nt Increased

9.4 to 78.8 million deka
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PROFILE
oundations to buikd on.
Opportunities for the taking.
These are the advantages The Sky's The Limit
Mmhas(ooﬂerw SRR A profile “"“*'H'f‘-‘( arolina 1s

1izh with the help of a tew

m’nsmwm statistics: [t 1s a proud state located

n the southern Atlantic coast ot

fies are available today than b oo i s R
ever before. Hunareds of thou- "'. A " ' H -«!\
sands oftourists flock o our
mountain hideaways, beach re- »31.9%  makine South Caroli:
sorts and historic ciies each g s
year Ourforemostcolegesang | P Ple v in s urban an

Read/ng Writing And Arithn<iic

v t of the people work ['he importance of having a
U’mmm’gw nreda : ! ""“‘ ) l!"v't".‘:\.:'tt';.‘.x.'I'?a',’u Cannot hx
) : ked 14th in the nation in *he inderstated. A tundamentally
ers inemerging fields of technol- reation of new jobs in the latest ound and successful educational

ogy, oper.ing doors of promise o e 5 o ae L p S R S alinling cot Aok oRor
bothimmedateandfture. And "1 - The work stoppage rate - tunities n the vearsahead.
yet, much of the state’s eco- for most o the past quarter centur rateis twice what it was 10 years ag
mains untapped

At SCANA Corporation, tate More than half of the peo record numbers, and the state of

Ple age . nd over hold high schox outh Carotna is commutting more

WIWG/ISDWSOW?C&!O- ICETOS | hurteen percent of the money and resources to improve it
P D 2 1 t P ‘ 0Ol system than ever

and realize every potential We sl
want a better way of ife for our
customers, and we wan! ine
state’s businesses and indus-
ties to grow so that we can




Hastening Economic Development
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“The future of South Carolina

Electric & Gas Company rests on

a strong foundation of customer

satisfaction backed by the : ach-

nically competent and sound

management of its resources. Our

customers and stockholders will

not lolerate less.”

President & Chief Operating Officer
South Carolina Electric &

Gas Company

T.C. Nichols, Jr.

ELECTRIC CUSTOMERS
{thousands; year-end)

Record Electric Usage

SCE&G customers used re-
cord amounts of electricity in 1987
establishing three histonical peaks in
a one-month peniod, with the all
time record demand of 2,943 mega-
watts (MW) occurning August 10
['his series of records broke the pre-
vious record of 2,853 MW set July 9
19%6

Systemwide sales rose 4.5
over the previous vear, totaling 14.3
billion kilowatt-hours (KWH). Resi-
dential sales were up 4.1%, commer
aal sales 5.1% and industnal sales
}.2% . Wholesale and other electnc
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 417,77 8 electric
customers at vear-end. Distribution
system projects were undertaken to
meet the resulting load growth and
to improve service reliability

MAXIMIZING OPPUORTUNITIES

Rate stability 1s one of the pn
mary goals and proudest accom-
plishments at SCE&G. In July 1987,
00 megawatts of electnc generating
capability were restored to the rate
base without the need for a rate in-
crease. In December 1987, the 5.C
Public Service Commission (PSC) or
dered a $27.6 million, or 3./ 7%, re-
duction in retail electnic rates. This
reduction reflected tax savings ex-
pected to be realized by SCE&G as a
result of the Tax Reform Act of 1986,
and a lowenng of th«'mmp‘m‘. sal
lowed return on common equity
trom 14.25% to 13.25% effective Jan-
uary 1, 1988. The PSC had previously
reduced SCE&G's retail electric rates
by $25 million, or 3%, in Februan
1987 to reflect lower income taxes
established in the Act

Since March 1984, SCE&G's
residery ial electnic rates have fallen
11.9%, while average annual resi-
dential usage has risen 6.6

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

ELECTRIC TERRITORIAL PEAK
DEMAND
(megawatts)

3,000

&)NSOUDATED ELECTRIC

(bi of KWH)
NN Residential TN [ndustrial
WO Commercial W Wholesale & Other

14.3
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Efficient Generation Gets Even Better

SCE&G continues to im-
prove its already excellent record of
efficency in the generation of elec-
triaty. The company’s 1987 system
heat rate for fossil plants was 9,920
BTU/KWH, marking the fifth con-
secutive year this important measure
of generating efficency has im-
proved. In Electric Light & Power
magazine’s latest annual survey ot
the country’s 100 largest investor-
owned utilites, SCE&G had the
eighth best fossil heat rate for 1986
SCE&G has ranked in the survey’s
top 10 tor the last five years and eight
of the last nine

Total system generation in
1987 was 15.4 billion KWH, up 5.7
from 1986. That included all vL\tnv
ity produced by the A M. Williams
Station in Charleston, which is
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 3,89 MW as of Januan
1, 1988. Generation from coal ac-

GENERATION FUEL MIX
(includes GENCO)

—
wses Nuclear  @RSON & Natural Gas

-

counted for 569 of this capaaity;
hydroelectnc 20% ; nuclear 15%; and
oll 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

Espedally noteworthy is the
installation of a computenzed
maintenance planning and sched
uling system at SCE&G's fossil
plants. Although the project will not
be completed at all plarts until the
summer of 1989, bene hs are already
being realized in tracking work
orders, scheduling preventive
maintenance and measunng pro-

ductivity. Refurbishments contin-
ued at five steam plants as part of the
company’s On-going life extension
program for exasting electric
generating faalibes

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

Efforts to reduce the costs as-
sociated with coal have paid off in
signihcant savings for our cus-
tomers over the last few years. The
delivered cost of coal has dropped
from $33.27 atonin 1984 to $42.60 a
ton at year-end 1987, SCE&(
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 plants in the United States.

RESIDENTIAL RATE CHANGES
(average cost-cents per KWH)

80
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was a strong year for South Carolina’s

economy. We enjoyed the second best year or: record for job creation
andan ai-time record for foreign investment. This was due fo a mult-
ftude of factors, not the least of which was tremer.dous cooperafion
between local and state officials and the private sector. The future is
bright for South Caroliniars and South Carolina companies such as
SCANA By working togethey, we can continue creating opportunites

for all our peaple.”

Choices For A Better Way Of Life

C ustomer service means
more than just providing a good
product at a reasonable prnce. It also
means oftenng options and con
veniences that complement an in
dividual’s litestvile or ) company
approach to business. SCE&G 1s
domg that in a number of ways

Ihe majonty of our residen
hal electne customers are billed at a
tandard rate. But others with non
trachittonal lifestyles or those who ars
willing to alter therr electne usag
L‘.)'!v ITIS CAN SAVe with Our low =15
and time-ot-use rates. Residential
customers who build or retroht then
NnOMes to meet stnngent conserva
tion standards can save with a
reduced rate

A\ bime-of-use rate 1s also
watlable tor businesses and indu
tries which shuft their usage to off
peak hours. A combination of tirm
and interruptible rates ctters attra
tive savings to companies which
low SCE&C to discontinue therr

OTVICH -,fu'nu'}u ak situation

By encouraging conserva

hon and oft-peak usage, SCE&C

can delay the need tor new generat

ing plants and maintain rate stabil
|

tv. But rate iren’t th Onty opuon

wvatlable

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

energy-efficiency program and at
year's end an additional £00

were under construction.






Rite Aid opened a new distnbution center in Winnsboro in May
1987. The 277.000 square-foot iacility provides service to
Rite Aid pharmacies in a six-slate area.

Marketing Programs Offer More Options

SCE&G's residental cus

tomers who quality can recetve a n

bate it they replace their old heating
and cooling systems with more eth
aent appliances. 5C E&( y also offers

¢ program and an

} secunty hgl

casy payment pian where budget

minded customers are billed i1
equ ‘.HU""? v installments

AlsO, a new multi-taceted
power conaioning program i

1Ng orered t residential, com

4 { tr [
1NC INau 1al customers

igitning arrestors and surge pro

tectors are available to better protect
yphances from electng

damage. Commercal and mdaustna




Reaching Out To Senior Citizens
has devel ped a
L:E"l\;\"‘ S|

bility pr

needs Of the

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 presenied to SCELG
three months later on
November 10 during
official dedication
ceremenies for the state-
of-the-art facility.

Summer Station Gets High Marks

SCE&G received good news
from the Nuclear Reguiatory Com
mission (NRC) in 1987 when the
agency released its latest assessment
of pertormance at the V.C. Summer
Nuclear Station

In a letter to SCE&C, the
NRC commended the company tor
its “high level of improved pertorm
INCE and ~aggressive manage
ment posture towards nuclear
safety” identified in the report
which covered the period January |
1986 through July 31, 1987

"he NRC noted that SCE&G
1d taken a number of steps to im
prove plant operations during that

I

time, including the establishment of
a management review board to re
view all unplanned shutdowns of
the reactor. This review board’s work
resulted in a reduction of the num
ber of unplanned shutdowns com
pared with an earlier penod

‘ Ihe \wm;\mz'u\\-'.\-\h\\n
more good news when the Institute
of Nudlear Power Operations
(INPPO) accredited the remaining
tour training programs at Summer
Station. By having all 10 of its train
ing programs accredited, SCE&G
tecame the 24th utility to be granted

full membership in INPO’s National

\cademy for Nucdlear Training

Summer Station efoctricians can
now get additional “hands on"”
exparience in recently completed
labs that make training for craft
employees more realistic.






Refueling Outage A Success

Summer Station also success
fully completed its third refue ling
maintenance and te sting outage
dunng the spnng, The most signih
cant activity dunng the three
month outage involved the “shot
peening. of steam generator tube
making them less susceptible to

Cracking

[

e, Summwe s HSation s capaaty fa
j
{ o tor 198 ['hat wa
IOWN Tom the pie Ol veat
1 1 4
1] 4 hen thi P'Jl!‘fx‘l ot
indergo retueling, but still better

mount vt electnaty a generaung

lant produces con }ux!vﬂ.’w"u

n m 1t could produce it oper

ted uni ipted year-round

Transit System Aliowed Higher Fare
NCRCOfmfaﬂons SCE&GTS Heet of 108 buses
irmied more than 8.7 million rewve

newest business
computer, the Tower
32/800, was _««# 1:6 it
February ;>>7. T

ue passengers in 1987, about
U0 less than in 1Y5%6
} £ " " ey | )
&L continued to oS¢
money on its transit operanons in

1967 despite on-going programs o

reduce costs. Total revenue was 3

g 01 e Operatur OXDONSE
compuler was designed, ere $8.1 million. SCE&G is
1 quired franchise agreements
developed and is man- g e . g
ufactured at the NCR Columbia to provide publi
plant in West Columbia. October 1987, SCE&G pe
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Natural Gas Sales Stressed
Through Sales Force, Marketing

The number of natural gas
custemers on SCE&G's system in
creased by 1.2% over 1986 to 195,177
at vear-end 1987. Total retail sales
were up 9.3% to 300.2 million
therms. Residential, commeraal
and industnal sales rose 15.5
8.1 and 3.8 !’t'\p\\'\l‘-\ Iy

SCE&G's natural gas opera
tions underwent a complete reor
ganization dunng the fall of 1987 as
part of a new strategy to Increas

residential sales along the compa-
ny’s 5,399-mile distrnbution system

A speqal sales torce was
formed, trained and challenged to
identify and recruit new customers
[he sales force, working on a com
mission basis, vail focus on three
target groups: Customers w ith gas
lines near their homes will be told
about the merits of gas appliances
ind developers and builders in fast
growing areas where natural gas i3
available wili be encouraged tu in-
clude gas J;‘plmm es in their plans
Additionally, in 1988, SCE&G be-
gan offening 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 tra.n
ing efforts into new and exating
frontiers in 1$37. Under a program
that requires 160 hours of intensive
training, £as servicemen are now
being qualified to service all types of
household appliances. And to stay
abreast of the latest in technology in
the metering and pressure regula-
tion of natural gas, experts are
brought in on a regular basis to con-
duct training classes

SCE&G 1s also taking advan-
tage of new technology 1n other
ireas as it becomes available. Com-
puter software is making it easier to
identify equipment problems ~nd
quickly find solutions. Faster emer
gency repairs to plastic pipe are also

e,

the homes they construct

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 proy-
ect to replace more than 600 miles 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 capaaty doubled to
meet peak-day supply needs
Because revenues were not
keeping pace with investments to
expand and improve the system, i~
June 1987, the company requested a
5.7% increase in natural gas rates
Following a public hmnm:m‘w!‘v
tember, the ?‘\( approved a %4
million, or 3.8%, increase In an
nual revenues based on a 12.75%
return on common equity, ettective
December 1, 1987

€ New §as sales team Is working closely with builders and encouraging them [0 include
¢ AABe in
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“The restructuring of the natural gas
industry presents South Carolina
Pipeline Corporation with a crucial
challenge: To continue providing the
excellent service our customers
have come to expect in an in-
We :velcome this chalienge."

Max Farwood

President

CONSOLIDATED NATURAL
GAS SALES

(millions of therins)
GRSIS Ressdential W |ndustrial
R Commercial BN Syles For Revale
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S.C. Pipeline Corporation
Responds To Competition

South Carolina Pipeline
Corporation (SCPC) 1s SCANA s In
trastate natural gas transmission
subsidiary that serves resale and in
dustnal customers in all but two of
South Carolina’s 46 counties. Resale
cus.omers include aty and county
gas authonties and other gas utihi
hes. At vear-end 1987, SCPC was
serving approximately 146 direct
customers, including SCE&(

Purchases of gas on the spot
market continued to help SCIPC re
main competitive w ith .15!1 rmate fuel
suppliers in 1987, Total sales in
crecsed by 8.4% over 1986 to 72 .4
milhon MCE Industnal sales were
up by 4.6% while sales to resale cus
tomw: increased by 10 [he
imount of gas transported for resal¢
customers and end-users rose
2.4% compared to 1986

Southern Natural Gas Com
pany (Southemn) and Transconts
nental Gas Pipeline Corporation
(Transco) L‘h\‘.i\it‘\( PPC’s contract
gas requirements. The contract de
mand 1s 210,900 MCF per day with
Southern and 29,300 MCF per day
with Transco. SCPC also purchases
significant volumes of spot market
gas thatis transported by Transco
and Southermn on an interruptible
basis. This arrangement assures
SCPC customers of a reliable supply

of gas and allows the company flexi
bility in purchasing

lotal natural gas purchased
for resale, including spot market
purchases, totaled approximately
72.C zatlion MCF in 1987, up from
65.4 millica MCF in 1986 l{
per MCF declined from $3.30 in
1986 to $3.091n 1987

Satellite Monitoring Of Pipeline
Passes Test

Dunng 1987 SCPC became
the first gas transmission utility in
the nation to employ a satellite te
lemetenng system t'nt monitonng
and contrc lirg the pipeline. The
very small aperture terminal (VSAT)
system exceeded all expectations
dunng extensive testing and 1s ex
ected to become fully operational
funng 1988

I'he system will be installed
in two phases. Phase 1 involves the
placement of 25 small terminals to
transmut information about gas vol
ume and flow from remote points
along SCPC’s 1,657 miles of pipe-
line. Phase 2 calls for an additional
15 terminals to be installed

I'he iinanaal benefits of this
system will be immediate. The cost
to transmit this informaoin across
local telephone line , has been
steadily increasing:. Because of it
hixed costs, VSAT w i”\lllh Kl Pay
tor itseit

W Cost

l
f
(






« nstruction, Real Estate
Companies Active

Primesoutn, Inc., SCANA's
construction and design subsidi-
ary, endad 1987 on a successful note
by signing a major contract as an
authonized builder for Amenican
Buildings Company, one of the
largest manrifacturers of meta! build-
ing systerns in the world. Contracts
awarded to Primesouth during 1987
included a new U.S. Post Office in
Charleston; a major addition to the
headquaiters of a regional bank; sig-
nificant renovations at a county
hospital; a 145,00C square foot re -
search ard development fadlity;
and an air cargo building for the
Columbia Metropolitan Airport.
Primesouth achieved prc itability in
1787, its first full year of operatin~

South Carolina Real Est- ¢
Development Company, Inc.
(SCRED) continued its involve-
ment dunng 1987 in busines.s
ranging from major ndustrial p. k
to single-famuiy re« .de. ' al deve'e
mernits. “CRED o n pleted a shop-
ping center and +* asiness park in
Columbia, aiv’ un office building in
Charleston. A rother office building
is under con: .. uction in
Charles*on.

Aggressive Marketing Pays Off
For SCANA Software

SCANA Software Services,
Inc. began aggressive marketng of
its products and services in 1987,
and this eftort is ggr;)vin successful.

During 1 ANA So't-
was - ‘gned contracts with several
utilit:es for the sale of a Fleet Man-
agemerit System, which allows com-
parues 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 sahsfy specific construction man-
agem. atrequirements. As a result
of this project, SCANA Software will
have a new gas sysiem to add to its
product portfolio.

SCANA Software also estab-
lished an international presence
during 1987. The Severn-Trent
‘Nater Authority of Birmingham,
England signec! a contract for a spe-

v adapted version of the con-
struction information system to
meet its needs in the Uniwed
Kingdom.

This aggressive sales posture,
based on qu.:ﬂ?pmducts and excel-
lence in service, is positioning
SCANA Software for c;‘)?tinued

wth. In addition to holding great
ppr:»mise tor the future, this high-
technology venture has contnbuted
to the ecoromic development of
Sovth Carolina through the creation
of 70 new jobs.

MPX Continues Growth Strategy

Another high-tech subsidiary
— MPX Systems, Inc., a prov.der of
fiber optic telecommunications ser-
vices — also had 2 good year in 1987.
MI X increased its investment in
SouthernNet, an interstate carrier
that provides telecommunications
services to Washington, D.C. and
seven southeastern states, toa
15% interest as of December 31,
1987. Equity 2armings from this in-
vestment and income from the fiber
optic lines bui" and operated by
MPX made a positive contribution
to SCAN A’s earnings in 1987.
Plans are being u&e to add approx-
imately 70 mi! s of fiber optic hnes
in South Carodna.
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Partner
W. B. Bookhart Farms
Elloree, South Carolina

J. B. Edwards, DMD
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N OONSOLIDATED BALANCE SHEETS +

December 31, oy, _ _ T ROE T DT e
ASSETS (Thousands of Dollars)
Utility Plant (Notes 1, 2, 3and 4):
Electric $ 2,574,138 $ 2,475,332
Gas 292,990 277,292
Transit 4,024 4,188
Common T e s 3 . aex
[otal 2,908,254 2,780,434
Less accumulated depreciation and amortization - TR o 722%
Total 2,110,502 2,057,438
Construction work in progress 95,013 92,379
Nudlear fuel, net of accumulated amortization 62,445 51,535
Acquisition adjustment — gas, net of accumulated amortizatior. M Bl
Utility Plant, Net 2,302,108 2,236,498
Other Property and Investrnents:
Nonutility property (substantially at cost) 40,789 30,331
Investments (Note 1) : i 29076 19,213
Total Other Property and Investm onts 69,865 49,544
Current Assets:
Cash, temporary cash investments and spedial deposits 22,195 10,913
Receivables 105,041 107,078
Inventones (at average cost)
Fuel (Note 3) 61,025 54,768
Matenals and supphes 24,541 18,433
Prepayments 13,307 15,323
Total Current Assets 226,109 206,515
Deferred Debits:
Unamortized debt expense 6,79% 5,474
Accumulated deferred income taxes (Notes 1 and 7) 17,843 11,208
Unamortized deterred return on plant investment (Notes 1 and 2) 40,335 36,395
Nuclear plant decommussioning tund (Note 1) 7,238 5,128
Other 32081 24,570
[otal Deterred Debnts 7 104,287 7 82,775
Total $ 2,702,369 $ 2,575,312

S.oe Notes 1o Consolidated Financia! £alements



December 31

CAPITALIZATION (See Consolidated Statements of Capitalization)

Stockholders’ Investment:

Commad

) | N\ . $ 4
reterred Stock (INOt Subect ko
Lotal Stockhoiders' Investment

Preferred Stock (Subject to Purchase or Sinking Funds)

Long-Term Debt, Net

LIABILITTES

Current Liabilities:

.4

Commuitments and Contingencies

Total




32 . CONSOLIDATED STATEMENTS OF
f INCOME & RETAINED EARNINGS

.

OUperating Revenues (N

1

blex

Operating Income

Other Income (N
A W
Deterred retun

M her
"

Income Belore Interest Charges and
Preferred Stock Dividends

Interest (

harges (Credits)

'
Preferred Stock Cash Dividends of Subsidiar

Net Income

Retained Eamings at Beginning of Year
Commen Stock Cash Dividends Declared
Other Capital Stock Transactions, Wet

Retained Earmings at End of Year
tamings Available for Common Stock

Commen Shares Qutstanding (1)
Earnings Per Share of Common Stock
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"FOR. GROSS PROPERTY. . A”DDITIONO

For the Years Ended December 31

SOURCES OF FUNDS

Intemally Generated:
Net incony
Charges (credits) t

Depreqation an
Amort
Deterred income t

Deferred

xferr

{ Whe

Other Sources (Uses)

Funds for Property Additions
Allowance for Funds Used I)urmg( onstruction

(iross Property Additions
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CONSOLIDATED STATEMNENTS OF CAPIT'ALIZAT.ION
December 31, 1987 1986
Common Equity (Note 5) (Thousands of Dollars)

Common stock, no par value, athorized 75,000,000 shares, issued »
and outstanding; 1987 and 1986 - 40,296, 147 shares $574,500 $574,242
Retained earmnings 297,120 262,671
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 OQutstanding Redemption Price £t
Cventual
Senes 1987 1986 Current Through Minimum
$100 Par 8 40% 197,668 197,668 104.70 11-30-91 101.00 19,767 19,767
850 Par 5.00% 125,234 125,234 52.50 - 52.50 6,262 €.262
Total Preferred Stock (Not Subject to Purchase or Sinking Funds) 26,029 1% 2602 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
_Series 1987 1986 Current  Through Minimum
7.70% 108,000 113,894 101.00 . 101.00 14,800 11,389
8.12% 153,986 162,086 102.03 - 102.03 15,399 16,209
13.85% - 250,000 - - e " 25,000
261,986 525,980
$50 Par Value — Authonzed, 1587 — 1,716,086 shares;
1956 — 1,728,786 shares
__ Shares Outstanding ____ Redemption Price e
Eventual
Senes 19w 19 Cament  Through  Minimum
4.50% 3,400 32,000 51.00 - 51.00 1,520 1,600
4 0% 12,834 14,334 A~ 50.50 w42 717
460% (A) 42,052 44,052 51.00 51.00 2,102 2,202
4 0% (B) 102,000 105,400 .50 50 50 5 100 5,270
5.125% 80, 000 81,000 51.00 51.00 4,000 4,050
6.00% 108,800 112,000 S8 - 5 5 5. 440 560
R.00% 240,000 0 000 50.50 1-30-88 50.00 12,000 15,000
8.72% 315,125 365,400 53.00 12-31-88 5000 15,756 18,270
9 40% 237 456 244,692 51.175 - 51.175 11,873 12,235
1,168,667 1,298 875
Total Preferred Stock (Subject to Purchase or Sinking Funds) 84,632 5 117,52 7%

See Notes to Consoicated Financial Statements



g- Term Debt

apitalizatbon




NOTES

T® CONSOLIDATED FINANCIAL

1. Summary of Significant Accounting Policies:

A. Orgnization and Principles of Consolidation

SCANA Corparation (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 registrabon under such Act

The accompanying Consolidated Financial Statements re-
flect the consohidation of the accounts of the Company and its
wholly-owned sutsidianes

Regulated utilites
South Carclina Electnc & Gas Company (SCE&G)
South Carolina Generating Cotpany, Inc. (GENCO)
South Carolina Fuel Company, Inc.
South ("o vhina Pipeline Corporation (Pipeline Corpora-
tion) which wholly-oswns South Carolina 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 Developiment Company, Ing
Tirzah Corporation

Investments in an interstate telecommunications carmer
and in real estate, propane storage and trans mission joint ven-
tures are reported using the equity method of accounting, Signifi-
cant intercompany halances and transactions have been elimi-
nated in consolidation

B. System of Accounts

The accounting records of the Company’s regulated subsidi-
ar=s are maintained in accordance with the uniform system of
accounts prescribed by the Federal Energy Regulatory Commus-
ston (FERC) and as adopted by The Public Service Commussion of
South Carolina (PSO)

C. Uiidity Plant

Utility plant is stated substartally at oniginal cost. The costs of
additions, renewals and betterments to utility plant, including
direct labor, material and indirect charges for engineenng, super-
vision and an allowance for funds used duning construction, are
added to utihty plant accounts. The onginal cost of utihty property
retired or otherwise disposed of 1s removed from utility plant ac-
cournts and generally charged, along, with the cost of removal, less
salvage, to accumulated depreciation. 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 Nucdlear Stabion (Sum
mer Station), arid the South Carolina Public Service Authonty (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 epergy
output of the plant in these proportions. The total cost of the
construction of Summer Stahon was approximately $1.3 billion, or
about $1,461 per kilowatt, of which SCE&G's share was apyproxi-

STATEMENTS

mately $877 million. Accumulated deprecation associated with
SCE&CG's share of Summer Station was approximately $130.1 mil-
lion and $96. 1 million as of December 31, 1987 and 1986, respec-
hwlg:. SCE&G's share of the direct expenses associated with operat-
ing Summer Station is included in the Company’s “Other
operation” and “Maintenance” expenses.

. Allowance for Funds Used During 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 capits! dedicated to construc-
tion investment. AFC will ultimately be included in rate base
investment and depreciated as a cmnﬁ:\enl of plant cost in
establishing rates for utility services. The Company’s regulated
subsidianes calculated AFC using the {ollowing overall rates (com-
puted on an after-tax basis):

1987 1986 1985

SCE&G B.4% 6.3% 9.5%
GENCO 5.3% 5.3% 5.7%
Pipeline Corporation 8.6% 8.6% 9.5%

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

. Deterred Return on Plant Investment

Commencing July 1, 1987, as approved by a July 1. 1987 PSC
order, SCE&C ceased deterning carrying costs associated with 400
MW of electric generating capacity previously removed from rate
base and began amortizing the accumulated deferred carrying
costs (approximately $40.3 million at December 31, 1987)on a
straight-ine basis over a ten-year penod (see Note 2A). Amortiza-
tion of deferred carrying costs, included ir, “Depreciation and
amortization”, was approximately $2.1 milhion for 1987

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

F. Depreciation and Amortization

Provisions for deprecation are recorded using the straight-
line method for finanaal reporting purposes and are based on the
estimated service lives of the various classes of property. The com-
posite weighted-average depreciatbion rates were as tollows

e 1987 1986 1985
SCE&C 1.4 3.45% I42%
GENCO 267% 265%  2.66%
Pipeline Corporation 2.43% 3% A%
Overall 3.26% I W% 335%

Nuclear fuel amortization, which is included i “Fuel used in
electnic generation” and is recovered through SCE&G’s cost of fuel,
15 recorded using the units-of: production method. Provisions for
amortization of nuclear fuel include amounts necessary to satisfy
obligations to the United States Department of Energy under a
contract ror disposal of spent nuclear fuel







$23 9 nillion at January 1, 1987), was calculated by taking the
difference between the tair value of plan assets and the projected
benefit obligation. This liability 1s not recognized in the Compa-
ny’s consobidared financial statements, but is being amortized as a
component of pension cost on a straight-line basis over the aver-
age remaining service penod (19.6 years) of empoyees expected to
receive benefits under the plan, except for approximately $7.5
million of prior service costs being amortized over a six-year pe-
nod. The unamortized liability was $21.8 milion at December 31,
1987

Based on the application of accounting pnnciples in exist-
ence pror 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

Januaryl. - 1980

Actuanal present value of
accumulated plan benefits

Vested $ 80253
Nonvested 7304
___Retirees (Prior to June 1953) - 45472 B
_Total . . $133.090
Net assets availabie for benefits $134,947

The assumed rate of return used in determining the actuanal
present value of accumulated plan benefits was 7% ; except for
assets dedicated to fund benetits for Retirees prior Lo June 1983
which are valued at 11%

[n additior to pension benefits, the Compary provides cet-
tain health care ind life insurance benefits to active and retired
employces. Such benetits are generally charged to expense when
claims and premiums a= ~»id. The costs of providing such bene-
fits to retired empioyees are fioy . nibicant

|. Revenue Recognition

Customers’ meters are read and bills are rendered on ¢
monthly cvcle basis. Base revenue is recorded dunng the account-
ing period in which the meters are read

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

Projected fuel coste for electnc generation are collected
through the fuel component in retail electric rates, as established
by the PSC dumi @ semiannual fuel cost hearings. Any differ-
ences between actual and projacted fuel costs are deferred and
included when estimating the fuel cost component duning the
next semiannual fuel cost hearing. At December 31, 1987, SCH&G
had over-collected approxamately $1.5 mullion through the elevtnc
fuel dause component, which is included in “Deferred Credits -
Other”

K. Debt Premium, Discount and Expense

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&C's
January 30, 1987 i equest to restore to its rate base, effective July 1
1987, the net production investm 2nt (approximately $102.5 mul-

lion at July 1, 1987) associated with 400 MW of electric 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 associated accumulated deferred 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. While the outcome 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&G to reduce its
retail electnc rates approxmately $25 million annually, or 3%, due
to anticipated income tax savings associated with the Tax Actas
reported in SCE&G's study based on the results of operations for
the year ended December 31, 1985, Rates implementing this reduc-
tion were placed in effect with the first billing cycle in February
1987

On July 15, 1987, the PSC issued an order whuch required a
hearing to be held on November 10, 1987 to receive evidence on
whether SCE&G's electric retail rates could be lowered as a result of
t'e 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 th: Tax Act and a change in
the method of recovery of municoal franchise taxes. The order set
the rebirn on common equity at 13.25%

C. On January 11, 1988, the South Carolina Supreme Court
denied the State Consumer Advocate's appeal of approximately $34
mullion of the March 2, 1984 order of the m 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 million of the $6.7 million annual
increase in retail natural gas rates requested in an apphication
filed on June 5, 1987. The order approved an allowed return on
common equity of 12.75%  The new rates, which wil' provide an
increase of approximately 3.8% in annual retatl natur.\! gas reve-
nues, were placed into etfect December 1, 1987

E. In an order dated July 31, 1987, the FERC atfirm.d an
Administrative Law Judge’s decision relating to GENCCYs filing of
a cost of service formula rate for the sale of power and en 'rgy to
SCE&CG, with certain modifications to the appropnate ra e of re-
turn. As a result of this order, GENCO has Kled a revised rate
schedule reflecting the effects of this decision and has reqjuested a
rehearing. The FERC has granted a reheanng, but no decision has
been rendered. The Company believes that the outcome o1 the
procesdings will not have a significant effect on 1" < results of
\!‘\'rahﬂﬂ‘\

F. On December 22, 1987, the PSC issue: an order granting
SCE&G an increase in its transit rates in both Columbia and
Charleston, South Carolina fr. nafare of $.25t0 $. 50. The new
rates were placed into effect on January 1, 1988

3. Long-Term Debt

SCE&CG's annuai tender Pollution Control Facilities Revenue
Bonds (which do not include the 5 95% senes, due 2003) are se-
cured by like prinapal amounts of its First and Refundi.. g Mort-
gage Bonds






The aggregate annual amounts of purchase fund or sinking
fund requirements for preferred stock tor the years 1988 through
1992 are summanzed as follows

Year Amount Year Amount
(Thousands of Dollars)

1988 $ 5,948 1991 $2,513
19589 9.270 1992 2,515
1990 2.515

The changes in “Preferred Stock (Subject to Purchase or Sink-
ing Funds)” duning 1987, 1986 and 1985 are summanzed as
follows:

Number Thousands
of Shares of Dollars

2,246,186 §156,789

Balance January 1, 1985
Shares Redeemed

Total income taxes differ from amounts computed by a
ing the statutory Federal income tax rate of 40% for 1987 an ‘i
for 1986 and 1985 to pre-tax income as follows
1957 1986 1985
(Thousands of “ollars)

Net income $128. 865  $122.164 $113,560
Total income tax expense
Charged to operating expenses 95,051 119,108 105,784
Charged to other income 195 (2.261) 5,271
Preferred stock dividends 10,437 14,443 16,541
Total pre-tax income $234.548  $253,454 $241,155

Incume taxes on above at statu
tory Federal income tax rate § 93,819 $116,589 $110,93]1
Increases (decreases) attributable to
Allowance for funds used dur-
1~ construction (excluding
nuclear fuel) (K251 (1,053) (707)

3100 par value (20,550) (2 Ofg' Deferred return on plant in-
S0y ‘i\p.av value ¥ (44.408) {2.220) vestment, net of
Balance De¢ emb«rn 1985 2,181,228 152,514 amortization 1,575 (5.727) (5,925)
Shares Rede, “aed Depreciation differences h20 5.309 e 7 -
$100 par value (343.070) (34.307) Amortization of investment tax
50 par value (12 .30 (h65) credits 15,4100 (8,107 (6,065)
t— ¥ ’—:"" ‘;}:" e T —:_:;- 1 842 State income taxes (less Federal }
Shares Redeem ' income tax effect) 8,630 8,220 7,503
R Tl . ) Other differences, net (3 1,616 (8)
2.l par vaiue <61, 99%4 I a6 399}
pat vale 130,21, 5 Total income tax expense § 95246 $116,847 $111,054
Balance December 31, 1987 1,430 451 $ 51432

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

1986 1985

Thowsands of Dillars

Current income taxes

kederal 66 K5 $ 82,637 $ 5768
tate i | 9 845 N ART
h‘n'u:n (77 674
ln(al current taxes h 96T 92,305 67,041
[)rh srred taxes, net
Federal 6,361 28,257 37,289
State §, 26k 5378 5,208
Total de ferred taxes 20,6 33,635 42,497
Investment tax credits
Deterred K2 (1,485 6,887
Amortization of amounts
deferred (credit) 541 {8,107) (6,065)
Other 241 LY 694
Total investment tax ¢ credits L 9 W’h 1,516
Intalmuvmc tax expense $95 24 $11 h’q Slll 0

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

1987 1986 1985

Thousands of Dollars)

Charged to expenses
weelerated depreciation and

amortization $31.543 $40 367 46, 084
Deferred tuel revenue (2.041) (4.616) (801)
Other, net 8.875) (2.116) (2,786)

Total provision for deferred
__income taxes, net $20,627 $33,635 $42 497

The Internal Keveiwe Service has exanuned the consolidated
Federal income tax returns of the Company through 1984 and has
closed all years through 1980. A final report has been received for
1981 and all issues resolved. In addi*“on, a final report for 1982
through 1984 has been received and all issues resolved, except
those pertaining to e deductibility of certain nuciear Liability
insurance premiums. The Company does not anticipate any sig-
nificant effect on its results of operation or finanaal position
resulting from the resolution of these issues

At December 31, 1987, the cumulative net amount of income
tax bming differences on which deferred taxes have not been
provided totaled approximately $95 million
(See Note 1H )
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