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Financial and Operating Highlights

% Increase  EARNINGS PER COMMON SHARE

1986 1985 (Decrease) $
(Millions of Dollars O
except statistics and g
per share amounts) .
Financial iF .
Total Operating Revenues $1,102.0 $1.1103 (7) ’ s -+ S — T
Total Operating Expenses S 9033 S 9127 (10) g ,
Eamings Available forCommon Stock $§ 122.2 S 1136 76 -
Eamings Per Shareof CommonStock $ 3.03 $ 2R 74
Dividends Declared Per Share of g
Common Stock S 294 £ 216 37 ] |
Book Value Per Share of Common 4—=$100 $150 $200 $250 $300 $350
Stock (Year-End) S 2077 S 200l 38
Market Price Per Share of Common
Stock (Year-End) S 36.625 S 27875 314 DIVIDENDS DECLARED PER COMMON SHARE
Commcn Stockholders’ Equity |
(Year-End) S 8369 S 8062 38 !
Common Stock Outstanding >
Average (Thousands) 40,296 40296 —
Year-End (Thousands) 40,296 40,296 -
Construction Expenditures S 1442

Gross Utility Plant

1285 122
35

S
$29595 $2859 |

Electric Operations
Electric Operating Revenues
Sales (Million KWH)
Customers (Year-End)
Generating Capability —
Net MW (Year-End)
Territonal Peak Demand — Net MW

Gas Operations

Gas Operating Revenues
Sales (Thousand Therms
Custorners (Year-End)

Transit Operations

Transit Operating Revenues

Revenue Passengers Camed
(Thousands)

S 8095 S 7878 28
13,704 13041 5]
406511 393810 ?2 | $224
3890 3959 (17) /—s“oo $150 $200 $2 50 $300 $350
2,853 2,703 58 -
S 2894 S 3189 (93)
671,881 647215 38
192,941 191.002 10
S 3.1 SR (162)
8,699 9032 (37)
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SCANA Corperation 1986 - THE YEAR IN REVIEW

RETURN ON YEAR-END COMMON EQUITY Earnings and Dividends  Consolidated  Diversification  The Company extended
net income for SCANA Corporation (the the scope of its operations with the crea
Company ) totaled $122 2 million in 1986, tion of SCANA Software Services. Inc ir

up from S113 6 million in 1985 Eaming: lune 1986 and Pnimesouth. Inc in January
per share of common stock in 1986 were 1987 Activities of each of the Company's

$3 03 compared to $2 82 in 1985 The im- subsidianes are highlighted later in this re
provement was due to a combination of port SCANA now has ! | direct and 2 indi
factors including higher sales of electricity rect wholly-owned subsidiaries that are er
lower total operating expenses and re gaged in a vanety of traditional utility as
duced interest and preferred dividend well as non-utility businesses
charges Two of SCANA's major corporats
SCANA's 1986 eamings provideda  goals are the diversif n of risk and the
return on year-end common equity of jevelopment of unregulated lines of bus
l 14 6% compared to 14 1% at yeai-end 1985 ness with the potential for higher retums
| i l t At vear-cnd 1986, SCANA s capital struc than are possible in its regulated utility
f=—60% B80% 100% 120% 140% 160% ture consisted of 43% long-term debt. 8 businesses In evaluating new ventures, the
preferred stock and 49% common equity Company will continue to focus on activ
There were approximately 40 3 million ties that utilize existing management ex
CAPITAL STRUCTURE f common stock outstanding at pertise SCANA will make capital commit-
(billions of dollars} d 1986 unchanged since year-end ments only to new enterprises that the
? and no offerings of common stock Company believes have the potential t
e are planned in the near future n ingful contribution to eam
During the year, SCANA's commor ngs within a few years of start-ug
g stock traded at prices ranging from a low of SCANA's present non-utility subs
g $27-1 8toahigh of S42-7'8 The stock jianes are not expected to have a signif
closed the year at a price of $36-58 ug ant impact on the Company s financ
; from $27-78 at year-end 1985 Book value picture for several years For the immediats
i per share of common stock was S20 77 at future, the electnc and natural gas utilit
§ year-end 1986 up from $20 01 at year-end businesses w ntinue to dominate
- 985 The market-to-book ratio at year-end SCANA s overall performance. with capita
¥ 86 Wa ¢ nvestment earnings and cash flow primar
§ In lanuary 1987 SCANA's Board of inven by the requirements and per
rect r ';'A '.':t" ‘.i.'" y Ld ? : formar € T X A" \\1' r lE ecCtr
end mmon stock to 58 cents per mpany (SCE&EG) its principal sut {
hare from 56 cents per share The increa iy Inits utilit perat SCANA's pI
1 1 with the anvige : Davabie r manhn plective I1s 1o providge the highest
" CommonEqut, SR Long Term Debt Net 187 it spupiin? Nidag e : ki Batend 5 ’ i Gt
W o erred Sioos {exc! current portion + 115€0 UNe 1Hed d ia JUallty € £ 1S € i ¢ A
hividend rate to $2 32 per share up fron est possible cost At the same time SCANA
2 24 The Company has increased the d A\ k to other business activities to of
1¢ reat " i mmon stoxck ir 1 oof th tiry s tment of 1t hareh {0r
ror a getaiied discus n ot 98¢
perating results and financial conditior
refer to ‘Management nand
f Fir Condition and R
iits of Operation” beginning on page 44
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Responding to a Changing Environment

Construction Expenditures
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Security Transactions

Regulation and Rate Activity
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ELECTRIC TERRITORIAL PEAK DEMAND

imegawatts|

1984 1983 1982

1986 1985

|
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TOTAL NUMBER OF ELECTRIC CUSTOMERS

tthousands year-end)

=

1985

1986

SCELG ELECTRIC
OPERATIONS

8 Steam Generation
B Hydro Generation

B internal Combustion Generation

B Nuclear Generation
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ELECTRIC OPERATIONS

Record Peak Demand

SCE

).Q S '":[\

toncal peak demand record was broken
four times during 1986 Peak demand is the
maximum requirement for electricity

placed on the system by customers during

any one-hour period Record peaks were

t‘\( 30

28 asarct

one(

tic air rushed int¢

1
L

lished January 27 and again lanuary

South Carolina
The record fell again July 8 in the midst of
&

f the state’'s worst heat waves in

nearly a century Temperatures climbed

“howve the
dDOVE UNC

100
days, and the
2853 MW was set July 9

Sales and Customers
electr
watt-h

urs (KWH) In

heat wave contributed t«

dential and commercial sales rose 10 8%
and 7 0% respectively. while industnal
sales were up 7% Wholesale and other en
ergy sales decreased 2 9% due to the loss C
a large cooperative customer early in the
year
For the third year in a row. SCE& S
expernenced a recor 1 1ncrease in the num
ew electric customers At year-er
Y80 4 electnc customers were
being served up 3 2% from year-end 1985
The maijority of growth occurred in the re
ent ana mmercial classes Based or
the latest projections, SCE&G's customer
growth is expected to average 2% annua
through 199] Total electric sales growth
Jurng the same penod r Jid average
a3bout 3 8% annually
r*-v--—-v-ww
BF&MWS&@
Canal
-
5
2
=
-

degree mark fc
e all-time record demand of

Systemwide

city sales totaled 13 7 billion kilo
1986. an InC
wer 1985 January's extremely cold
temperatures and the summer s extended
ythis growth Resi

rease of

r 15 straight

f

Generation and Capacity  SCELG pur
chases all of the electricity generated at
AM Williams Station. a 560 MW unit near
Charleston owned by South Carolina Gen-
erating Company, Inc (GENCO), a wholly
owned subsidiary of SCANA

The average 1985 fossil heat rate of
9918 BTUXWH placed SCE&G's generat-
ing system {includes GENCO's Williams
Station) in seventh place in the latest rank-
f the country's 100 largest investor
owned utilities by Electric Light & Power mag
azine SCE&G s continuing record of gener-
ating efficiency is especially noteworthy be
cause of the large percentage of relatively
small plants on its system The forced out-
age rate was also significantly better than
the national average

Total generation for the system in
1986 including GENCO. was 15 3 bilhon
KWH. ar f approximately 3 |

over 1985 Coal-fired plants accounted for

nge

ngs ¢

Increase (

63 h‘\);:(‘.). 31 ""njh‘(“t"\.—t.'yk 5% and oil
and natural gas |
Coal-fired plants in the SCE&G sys
tem bumed a total of 3 7 millior !ur.< f
al in 1986 a 7 8% d.crease from 1985
The weighted average cost Jf!i"»t‘m uf
bumed in 1986 was S| 84 per million BTU
mpared to S1 95 per millior MH‘" 1985
Abou oal requirements
niys term contract
- erating capat
ity was 3 8K uary |, 1987
LOd "\_‘\i' rS6
that 20%, nuclear
15 wasin |6 intema
mit roines and one
COme nich t either
No 2

System Improvements  SCELC spent

approximately S15S million in 1986 as part

; ife-extension program for
acilities About f'l 35mi wr
1987 for additional improve
£ "u'\( older plants in ser
in substantial savings by

postponing the need [or costly new gene
sting facilities
Other system improvements f

cuseq primarily on preventive maintenancs
f substation equipment Actions were
also taken to ensure quicker response t
power outages and to provide more effex
tive technical a stance to hel f“l"\' nnei
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SOURCES OF ELECTRIC GENERATION® Nuclear Operations \ C Summer Nu In August, the Institute of Nuclea

\ Clear Stat was ranked among the Powe perations (INH 31y recog

% five nuclear plants nationwide in a key area
f operating performance in 1986 by Nu
\ b rr =T als TF r r
Q cleonics Week magazine The unit s capa
tually produces compared to the maximun
+ n oroxd 924 Tt ea
il § L8 e wWdsVvsia 1 NE aveTlag |
- r r ' r - T rr nt
il Capa y factor J ir pia
S Al "‘
z e of the reasons for Summer
S ot s high capacity factor 9QRH was a
& need for a refueline outage during the vea ind sifiras ter
Summer Station was tad from a
WA T £3 sl Es¢vironmental Concerns  Acid ran
20% 40° 0% A 100¢ efu¢ g ¢ycie inis y o T B Ateraasaind tos s 0o
n 108 he next refueling outag . ’
tionally in 1986 Sixteen bills were intr

- Coa — ed for March 1987 and is expected to last
N Nocear R O A Nawra Gas 3 o e ncsntihe L gress, but | egisia Wa

NCLUDES GENCC : \, a o P man. ko enacted S bl has aiways been a propx
f . e * ’ ¢ n ¢ r "y nt 5 . | ntir
NE evied two fine f KX ct . .
to support objective iegisiation that wou
TS toCeeUl v it IUTINg e 8 _“.‘” » . ) L
SCE&EG'S SALES OF NATURAL CAS BY f rechnical specifications at Summer Sta niror €acidra 1 ICg
CUSTOMER CLASS FOR 1986 gl i i iy region ba The purchase of low-sulphur
® Of total therm sates ” mnrd o ‘.. ‘,.', : ."-..‘. ‘., i d! €NaDi¢ SCE&G S fossii plantst
[ A y , E .' .‘ e o0 " maintain reiatively w Suiphur-aioxid
=== - rounding the fines were nsigniicant NATURAL GAS OPERATIONS

e v Sales and Customers  Total retarl natu

€ wWere ut 3
,f"w- e oy - ncrease
) R iy ' ’ y 3 s
A git " listnbut
¢ ! £ ,.A N " : l' ~(

Columbia d vea 1 $30 million pr
Myrtie Beach Skl e el

iken Orangeburg " aniin o0n ‘This laninciment it
- 4 rpr Ctwa
SCE&C GAS F ted in the Chariest irea dunng 195
OPERATIONS Charleston A new five-mile gas main serving lan
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TRANSIT OPERATIONS

SCE&G buses traveled approxi-
mately 36 million miles and carried more
than 8 6 million revenue passengers in Co-
lumbia and Charleston during 1986 At
year-end 1986, SCE&G was operating 117
coaches on a combined route system total-
ing 295 miles

In December. a new 56,000-square-
foot facility for Transit Operations and
Fleet Maintenance opened in Charleston
In July, a reduced fare program required by
the Urban Mass Transportation Administra-
tion (UMTA) for the elderly and handi-
capped that began in Charleston was ex-
panded to include the Columbia area as
well

Efforts continued during 1986 to
cut losses in transit operations SCE&G up-
graded its fleet by buying and refurbishing
19 coaches which replaced older ones. Nu-
merous route revisions were made for
more economical operation. SCEEG also
acquired two over-the-road coaches for its
charter services. Continued expansion in
this area could lead to increased transit
revenues in years to come

SCE&EG received $3 9 million in
UMTA funds in 1986 as partial reimburse-
ment for operating losses incurred in the
Columbia area during 1981-83 With sup-
port from the involved municipalities,
SCE&G will apply for an additional $3 3
million in UMTA funds for the Columbia
area In early 1987 SCE&G accepteda S 2
million UMTA grant for the Charleston
area

SCE&G continues to work vigor-
ously for the establishment of Regional
Transportation Authorities These publicly
supported systems could reduce SCE&G =
role in providing public transportation

INDUSTRIAL DEVELOPMENT

SCE&G was again a leader in in-
dustnal recruitment as a variety of new in-
dustries moved into South Carolina in
1986 Announced capital investment for
new and expanded industrial facilities to-
taled approximately $1 3 billion during the
year Of that amount, about 80% will occur
within SCE&C's electric and natural gas
service areas. resulting in approximately
7,700 new jobs

In January 1986, Mack Trucks. Inc
announced it would relocate an assembly
plant to Winnsboro, South Carolina The
Mack facility, a Pirelli fiber optic cable
plant in Lexington. and the growth and ex-
pansion of research parks in Columbia and
Charleston are indicators of a new level of
opportunity for the state's workforce

CUSTOMER/COMMUNITY
SERVICE FROGRAMS

Emphasis on community service
programs was a key strategy again in 1986
The Customer Assistance Department
helped nearly 22 000 needy customers se-
cure S1 63 million in financial aid from the
appropriate local, state and federal agen-
cies to help pay heating and cooling
expenses

More than 14,000 SCE&G cus-
tomers contributed $148 524t help el-
derly persons and low-income tamilies
meet emergency heating needs through
the Project SHARE program Project
SHARE is a voluntary donation program in
which customers make a one-time contri-
bution or authonze a pledged amount to
be added to their monthly bills

Also. a progre m to provide free fire-
wood for the needy w as expanded to in-
clude the Charleston area Similar pro-
grams were already in place in the
Columbia and Aiken/North Augusta areas
These programs join SCE&G with local
government and community action organi-
zations to provide the free fuel
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South Carolina Real Estate Development Company, Inc.
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Primesouth, Inc.

Other Subsidiary Operations
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Management Report

The Management of SCANA Corporation (the Company) is
responsible for the preparation and integrity of the financial data
included in the accompanying Consolidated Financial
Statements. These statements have been prepared in conformity
with generally accepted accounting principles as applicable In
situations that prevent exact accounting measurements
management has used informed judgments and estimates
Financial information presented elsewhere in this Annual Report
is consistent with these financial statements

The Company maintains and relies upon a system of
internal accounting controls which is designed to provide
reasonable assurance that all transactions are properly recorded
in the books and records and that assets are protected from
unauthorized use The degree of internal accounting control is
based upon the determination of the optimum balance between
the cost incurred in maintaining a system of intemal controls
and the benefits to be derived The system of intemal accounting
controls is supported by wnitten policies and guidelines and is
complemented by the sele-tion training and development of
professional financial managers and by a staff of intemal
auditors who conduct comprehensive internal audits

The Board of Directors, through an Audit Committee
composed of nonemployee directors, provides oversight for the
preparation of these financial statements The Audit Committee
meets periodically with interal and independent auditors and
representatives of management to review their activities and
responsibilities The intemal and independent auditors have full
and free access to the Audit Coramittee to discuss internal
accounting control, auditing and financial reporting matters

The independent certified public accounting firm of Deloitte
Haskins & Sells is engaged to examine, in accordance with
generally accepted auditing standards, and to report as to the fair
presentation of Management's Consolidated Financial
Statements and their opinion appears below

WoG—  (WDie

W. B Timmerman R W Stedman
Vice President & Treasurer Vice President & Controller

Opinion of Independent Certified Public Accountants

ki Sl

Suite 820 1426 Main Street
Post Office Drawer 7128
Columbia. South Carolina 29202-7128

SCANA CORPORATION

We have examined the Consolidated Balance Sheets and
Consolidated Statements of Capitalization of SCANA
Corporation and consolidated subsidianes (‘Companies”) as of
December 31, 1986 and 1985 and the related Consolidated
Statements of Income and Retained Eamnings and of Sources of
Funds for Gross Property Additions for each of the three years in
the period ended December 31 1986 Our examinations were
made in accordance with generally accepted auditing standards
and accordingly included such tests of the accounting records
and such other auditing procedures as we considered necessary
in the circumstances

In our opinion. such Consolidated Financial Statements
present fairly the consolidated financial position of the
Companies at December 31, 1986 and 1985 and the results of
their operations and the changes in their financial position for
each of the three years in the period ended December 31 1986 in
conformity with generally accepted accounting principles
applied on a consistent basis

Lttt Maskorie ff Sesta

February 6 1987
(except for Note | | as to which the date is February |18 1987)
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Consolidated Balance Sheets

December 31, 1986 1985
ASSETS (Thousands of Dollars)
Utility Plant (Notes | 2 3and 4)
Electric $2,475332 $2417565
Gas 277292 251 686
Transit 4,188 4877
Common 23,622 18,178
Total 2,780,434 2692306
Less accumulated depreciation and amortization 722,996 644975
Total 2,057 438 2047331
Construction work in progress 92379 65402
Nuclear fuel. net of accumulated amortization 51,535 65,266
Acquisition adjustment — gas, net of accumulated amortization 35,146 36,143
Utility Plant. Net 2,236,498 2214142
Other Property and Investments:
Nonutility property (substantially at cost) 30,331 19.169
Investments (Note 1) 19213 17989
Total Other Property and Investments 49 544 37158
Current Assets:
Cash, temporary cash investments and special deoosits (Note 8) 10913 48683
Recevables 107,078 105949
Inventories (at average cost)
Fuel (Note 3) 54,768 48 156
Materals and supplies 18,433 13,197
Prepayments 15323 13.222
Total Current Assets 206,515 229207
Deferred Debits:
Unamortized debt expense 5474 6513
Accumulated deferred income taxes (Notes | and 7) 11,208 1615
Deferred retum on plant investment (Notes | and 2) 36,395 23945
Decommissioning fund (Note 1) 5.128 3,182
Other 24570 27937
Total Deferred Debits 82,775 63,192
Total $2575332 $ 2543699

See Notes to Consohdated Financial Statements
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December 31, 1986 1985

CAPITALIZATION (See Consolidated Statements of Capitalization ) (Thousands of Dollars)
Stockholders' Investment:
Common Equity S 83913 S 806155
Preferred Stock (Not Subject to Purchase or Sinking Funds) 26,029 26,262
Total Stockholders’ Investment 862,942 832417
MMIWQWGMM) 117,542 152514
Long-Term Debt, Net 745,451 785,021
Total Capitalization 1,725,935 1.769952
UIABILITIES
Current Liabilities:
Short-term borrowings (Note 8) ' 80576 2388
Current portion of long-term debt. net (Note 3) 21,930 90,348
Accounts payable 82,008 86,089
Customer deposits 13417 1144]
Taxes accrued 45 836 26813
Interest accrued 12,147 21,183
Dividends declared 25,966 25989
Other ) 3,715 5053
Total Current Liabilities 285,655 269 304
Deferred Credits:
Accumu.ated deferred investment tax credits (Note 1) 119,766 129,359
Accumulated deferred income taxes (Note 1) 388,789 343998
Accumulated reserve for decommissioning (Note 1) 5,128 3182
Other 50,059 27904
Total Deferred Credits 563,742 504 443
Commitments and Contingencies (Note 9) oy s
Total 825715332 $ 2543699

See Notes to Consolidated Financial Statements
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Consolidated Statements of Income and Retained Earnings

For the Years Ended December 31, 1986 1985 1984
(Thousands of Dollars —
excep!t per share amounts)
Operating Revenues (Notes | and 2)
Electric S 809488 S 757796 S 746745
Gas 289,429 318856 378,491
Transit 3,119 3689 3178
Total Operating Revenues 1,102,036 1.110341 1128414
Expenses:
Fuel used in electric generation 216,076 229249 223768
Power purchased, net (2,823) (8821) 2,721
Gas purchased for resale 215928 246,760 289212
Other operation 155,588 143016 132,108
Maintenance 56,864 60836 52619
Depreciation and amortization (Note 1) 90,627 86899 74914
Income taxes (Notes | and 7) 119,108 105,783 108,768
Other taxes 51 95"' 49021 45008
Total Operating Expenses 903,320 912,743 929118
Operating Income 198,716 197,598 199 296
Other Income (Note |)
Allowance for equity funds used during construction 1,264 1.086 2885
Deferred return on plant investment (Note 2) 12,450 12881 11,064
Other income {loss). net of income taxes (3,889) 1,754 3698
Total Other Income: 9,825 15,721 17647
Income Before Interest Charges and
Preferred Stock Dividends 208,541 213319 216943
Interest Charges (Credits ):
Interest on long-term debt, net 68,180 83817 85679
Other interest expense 5771 1,789 3865
Allowance for borrowed funds used
during construction (Note | (2,017) (2,388) (11,296)
Tota! Interest Charges, Net 71,934 83218 78,248
Preferred Stock Cash Dividends of Subsidiary | 1 stated rates) 14 443 16541 16877
Net Income 122,164 113,560 121818
Retained Eamnings at Beginning of Year 230,549 202988 162981
Common Stock Cash Dividends Declared ("ote 5) (90,263) (87.040) (81811)
Other Capital Stock Transactions, Net 221 1041 -
Retained Eamings at End of Year $ 262671 S 230549 S 202988
Earnings Available for Common Stock $ 122164 S 113560 S 121818
Weighted Average Number of Common Shares
Outstanding (Thousands) 40,296 40 296 39900
Earnings Per Share of Common Stock $3.03 $282 $305

See Notes to Consolidated Financial Statzments
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Consolidated Statements of Sources of Funds for Gross Property Additions

For the Years Ended December 31, 1986 1985 1984
SOURCES OF FUNDS (Thousands of Dellars)
Internally Generated:
Net income $122,164 $ 113,560 $121818
Charges (credits) to income not requiring
(providing) funds
Depreciation and amortization 90,627 86899 74914
Amortization of nuclear fuel 30,529 22612 19.029
Deferred income taxes. net 33,635 42497 92,801
Deferred investment tax credits, net (9,593) 821 9,231
Allowance for funds used during construction (3,281) (3474) (14,181)
Deferred retum on plant investment (12,450) (12,881) (11,064)
Other, net 2,020 1 444 o . 8
Funds provided from operations 253,651 251,478 295,401
Deduct cash dividends declared on common stock 90,263 87,040 81811
Internally Generated Funds, Net 163,388 164438 213590
External :
Common stock issued -— — 27954
Bank note sold — — 81,500
Pollution control bonds sold 1,100 5.500 92850
Increase (decrease) in fuel financings, net (19.813) (8,256) 18041
Reduction of long-term debt (89,459) (44 966) (112961)
Retirement of preferred stock (35,205) (4.275) (3815)
Increase in short-term borrowings 78,188 1915 315
Funds from External Financing (65,189) (50.082) 103 884
Other Sources (Uses):
Decrease in working capital, excluding short-term
borrowings and current portion of long-term debt 29273 15,048 17,793
Other changes in noncurrent balance sheet items, net 13,424 (4371) (65929)
Other Sources (Uses) 42,697 10677 (48,136
Funds for Property Additions 140,896 125,033 269338
Allowance for Funds Used During Construction 3,281 3474 14,181
Gross Property Additions S 144,177 S 128,507 S 283519

See Notes lo Consolidated Financial Statements
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Consolidated Statements of Capitalization

December 31, 1986 1985
Commeon Equity (Note 5) (Thousands of Dollars)
Common stock, no par value, authorized 75,000 000 shares.
issued and outstanding. 1986 and 1985 - 40,296,147 shares $574 242 8575 606
Retained eamings 262,671 |,
Total Common Equity 836913 49% 806155 46%
South Carolina Electric & Gas Company:
Cumulative Preferred Stock (Not Subject to Purchase or Sia\ ng Funds):
Shares Qutstanding Redemption Price
Eventual
Senes 1986 1985 Curment Through Minimum
$100 Par 840% 197,068 200.C20 10522 11-30-87 10000 12,767 20000
$50 Par 5 00% 125,234 125234 5250 — 5250 _g._L’b) 6.262
Total Preferred Stock (Not Subject to Purchase or Sinking Funds ) 26029 1% 26262 1%
South Carolina Electric & Gas Company:
Cumulative Preferred Stock (Subject to Purchase or Sinking Funds ) Note 6)
$100 Par Value — Authorized | 550000 shares
. Shares Outstanding Redemption Price
Eventual
Senes 1986 1985 Current Through Minim:um
770% 113,894 116900 10385 6-30-87 101 00 11,389 11690
812% 162,086 167 150 10203 — 10203 16,209 16715
13 88% 250,000 250000 11388 6-30-87 10000 25,000 25000
10 75% — 135000 _— — — — 13500
11 O8% _ 200 000 — - — — 20000
525,980 860 050
— P
$50 Par Value — Authonized 1986 — | 728 786 shares
1985 — | 74| 486 shares
Shares Outstanding i_ledempnon Price
Eventual
Senes 1986 1985 Current Through Minimum
4 500 32,000 33600 5100 - 5100 1,600 | 680
460 14334 15834 50 50 — 50 %0 n7 792
4600 (A) 44052 46052 5100 — 5100 2202 2302
460 (B) 105,400 108 800 50 50 — 5050 5270 5440
5 125% 81.000 82000 5100 -— 5100 4050 4100
6 00% 112,000 115200 50 50 —_ 50 50 5.600 5760
8 00 300,000 300 000 5100 1-30-87 50 00 15,000 15000
872% 365,400 365 400 530C 12-31-88 50 00 18,270 18270
940, 244 692 245 292 SLI7S 51175 12,235 12,265
1,298878 1312178
———— p——————————q
Total referred Stock (Subject to Purchase or Sinking Funds) 117542 ™ 152514

See Notes o Consolidated Financial Statements
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December 31 1986 i S
Long-Term Debt (Notes 3 4and 1 1) (Thousands of Dollars)
South Carolina Electric & Gas Company
First and Refunding Mortgage Bonds
Year of
Senes Matunty
14-38% 1986 — 15.000
15-58% 1987 —_ 8334
5-12% 1987 6,176 6176
4.78% 1988 10,000 10000
10-12% 1990 8.400 9000
5% 1990 10,000 10,000
% 199 8.000 8000
4.78% 1995 16,000 16000
545% 1996 15,000 15,000
6% 1997 15,000 15000
612% 1998 20,000 20000
&% 1999 35,000 35,000
9-18% 1999 15,000 15,000
8% 2001 35,000 35.000
7-1/4% 2002 30,000 30000
0. 18% 2006 50.000 50000
840% 2006 50,000 50,000
8318% 2007 : 30,000 30000
890% 2008 30,000 30,000
10-18% 2009 35,000 35 000
9-78% 2000 50,000 50 000
1215% 2010 35,89 50000
Poliution Control Facilities Revenue Bonds
4.1 2% Senes, beanng interest at 75% of applicable pnme rate. due 1987 1,031 2062
595% Senes. due 2003 7285 7380
rairfield County Senes 1984 due 2014 (vanable rate — 5 5% through 873187 57.000 57.000
Richland County. due 2014 (vanable rate — 5 5% through 83187 5,500 5.500
Fairfield County Senes 1986 due 2014 (variable rate — 4 875% at 1273186} 1,100 —
Consolidated Mortgage Gold Bonds 5% Senes. due 1999 (noncallable) 949 977
Lease Obligation. 5-3 4% due 1997 240 255
South Carolina Generating Company. Inc
Berkeley County Pollution Control
Facilities Revenue Bonds. due 2014 (vanable rate — 4 55% throug =7) 25,850 35 850
Bank Note. due 1988 (vanable rate — 6 4375% at 12731/86) 78,500 81 500
South Carolina LNG Company. Inc
10-12% Senes First Mortgage Bonds. due 1990 4,600 5.290
South Carolina Fuel Company Inc
Nuclear fuel hiability 52991 65 096
Fossil fuel liability 17,083 24791
South Carolina Electnc & Gas © wance NV
15-12% Guaranteed Notes, que 1989 — 60000
South Carolina Pipeline Corporation
6% Senes A First Mortgage Bonds. due 1988 1319 1963
South Caroiina Real Estate Development Company. Inc
Notes, due 1986- 1991 (at vanous rates) 77 W
Total 767,991 890273
Less — Long-term debt matunties. including sinking fund requirements 21.93¢ 30348
Bonds called for early redemption — 74110
Unamortized discount 610 794
Total Long-Term Debt 745 451 43% 785021 442
Total Capitalization $1,725935 100% $1.769952 1007
See Notes to Consolidated Financial Statements
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Notes to Consolidated Financial Statements

1. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES:

A Organization and Principles of Consolidation
SCANA Corporation (the Company). a South Carolina corpotation
was organized in 1984 by South Carolina Electric & Gas Company
(SCE&G) and acquired all of the issued and outstanding common stock of
SCE&G under a Plan of Exchange effective December 31. 1984 whereby
the holders of the common stock of SCE&G automatically became the
holders of all the outstanding shares of common stock of the Company on
a share-for-share tasis The Preferred Stack of SCE&G continues to be
held by nonaffiliated paries. The Company is a public utility holding com-
pany within the meaning of the Public Jt!'ity Holding Company Act of
1935, but is exempt from registration under such Act
The accompanying Consolidated Financial Statements reflect the
consolidation of the accounts of the Company and its wholly-owned
subsidianes
Regulated utibites
South Carolina Electric & Gas Company
South Carolina Generating Company. Inc (GENCO)
South Carolina Pipeline Corporation (Pipeline Corporation)
which wholly-owns South Carolina LNG Company, Inc and
Carolina Exploratior: Corporation
South Carolina Fuel Company. Inc

Non-regulated businesses
Carolina LPG Corporation
Carolina Propane Storage Corporation
Carotane Inc
South Carolina Real Estate Development Company. Inc
MPX Systems Inc
SCANA Software Services Inc
Primesouth Inc
South Carolina Electric & Gas Finance NV (Finance NV )

During 1986 Finance NV which had obtained funds outside the
United States for use in financing the activities of SCE&G and Pipeline
Corporation. was dissolved and liquidated (see Note 3)

Investments in joint ventures are reported using the equity method
of accounting Significant intercompany transactions have been elim;-
nated in consolidation

B. System of Accounts

The accounting records of the Company s regulated subsidianes are
maintained in accordance with the uniform system of accounts prescnbed
by the Federal Energy Regulatory Commission (FERC) and as adopted by
The Public Setvice Commission of South Carolina (PSC)

C. Utility Plant

Utility plant is stated substantially at onginal cost The costs of addi-
tions renewals and betterments to utility plant. including direct labor
matenal and indirect charges for engineering supervision and an allow-
ance for funds used during construction. are added to utility plant ac-
counts The onginal cost of utility property retired or otherwise disposed
of i1s removed trom utility plant accounts and generally charged along
with the cost of removal less salvage. to accumulated depreciation The
costs of repairs. replacements and renewals of items of property deter-
mined to be less than a unit of property are charged to maintenance
expense

SCE&G. operator of the V C Summer Nuclear Station (Summer Sta-
tion). and the South Carolina Public Service Authonty (a public corpora-
tion 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 costs of operating the plant and in energy output in these propor-
tions The total cost of the construction of Summer Station was approxi-
mately S 3billion orabout $1 461 per kilowatt. of which SCE&G's share
was approximately $877 million Accumulated depreciation associated
with SCEEG s share of Summer Station was approximately $96 1 million
and 562 2 million as of December 311986 and 1985, respectively
SCE&G's share of the direct expenses associated with operating Summer
Station is included in the Company's ‘Other operation” and "Mainte-
nance’ expenses
D. Allowance for Funds Used During Construction

Allowance for funds used during construction (AFC). a noncash item
reflects the penod cost of capital devoted to plant under construction
This accounting practice results in the inclusion. as a component of con-
struction cost (construction work in progress) of the costs of debt and eq-
uity capital dedicated to construction investment AFC will ultimately be
included in rate hase investment in establishing rates for utility services
The Company s regulated subsidianes calculated AFC using the following
rates

1986 1985 1984
SCE&C 6.3% 95% 65%
GENCO 53% 5 7% —
Pipeline Corporation 806% 95% 65%

These rates do not exceed the maximum allowable rate as calculated un-
der FERC Order No 561 Interest on nuclear fuel is capitalized at the actual
interest amount

E. Deferred Return on Plant investment

Carrying costs (including equity retum ) associated with approxi-
mately $114 8 million (5104 4 milhon at December 31, 1986) of production
investment net of accumulated depreciation. associated with 400 MW of
electric generat.~g capacity removed from rate base are being deferred at
SCEEG's approved overall rate of retum of |1 74% for recovery over some
future period pursuant to a March 2. 1984 PSC rate order (see Note 2B)

in December 1985, the Financial Accounting Standards Board (FASB)
issued an exposure draft which would amend Statement No 71 “Account-
ing for the Effects of Certain Types of Regulation™ to include centain cnte-
nia for recognizing deferrals of current operating costs including carrying
costs, associated with investments in operating utility plant

In December 1986 the FASB issued Statement No 90, Regulated
Enterprises-Accou «ting for Abandonments and Disallowances of Plant
Costs This Statement. which addresses certain aspects of the FASB's ear-
lier exposure draft. does not spec:‘ically address accounting recognition of
deferrals associated with investments in operating utility plant The FASB
has indicated that it will continue to consider this aspect of the December
1985 exposure draft

The future recovery of SCEEG s deferred retum on plant investment
as set forth in the PSC s March 2. 1984 rate order or as proposed in
SCE&G's Application dated lanuary 30 1987 (see Note 2B) may not meet
the cntena proposed in the Decemnber 1985 exposure draft If the FASB
were to adopt such critena in their current form. and absent the necessary
modification of the March 2, 1984 rate order the Company could be re-
quired for accounting purposes to restate its financial statements in order
to elimin te the deferred retum on plant investment The effect of such
restatement would be to reduce reported eamings per share for 1986
1985 and 1984 by 31¢. 32¢ and 28¢. respectively It is uncertain if the FASB
will issue a final statement that specifically addresses deferral of costs as-
sociated with operating utility plant and what if any cnteria will be estab-
hshed for accounting recognition of such deferrals



F. Depreciation and Amortization

Prowisions for depreciation are recorded using the straight-line
methad for financial reporting purposes and are based on the estimated
service lives of the vanious classes of property The composite weighted-

average depreciation rates were 3 38%, 3 35% and 3 41% for 1986, 1985 and

1984

Nuclear fuel amortization. which is included in “Fuel used in electnic
generation” and is recovered through SCEEG's cost of fuel, is recorded
using the units-of-production method Provisions for amortization of nu-
clear fuel include amounts necessary to satisfy obligations to the United
rwamm.muwdwm

fuel

The acquisition aciustment relating to the purchase of certain gas
properties in 1982 is being amortized over a forty-year penod using the
straight-line method

G. Nuclear Decommissioning
Decommissioning of Summer Station is projected to commence in
the year 2014 and the expenditures (on a b.fore-tax basis) related to de-
commissioning activities are currently estimated to be approximately
$211 million (in 2014 dollars) SCE&G is providing for estimated decom-
missioning costs over the life of Sunmer Station and has established a
reserve for this purpose SCEEG 1s presently funding the reserve with
amounts collected through electnic rates (approximately S 83 million an-
nually. net of taxes) and intends for the fund. including eamings. to pro-
vide for all eventual decommissioning expenditures on an after-tax basis

H. Income Taxes

The Company and its subsidianes file consolidated Federal and
State income tax retums Income taxes are allocated to all subsidianes
based on their contnbutions to consolidated taxable income

The Company provides deferred income taxes for substantially all
tum:ng differences. pnncipally accelerated depreciation, except for certain
basts differences ansing priorto 1981 Deferred income tax provisions are
included in income currently with corresponding credits or charges to ac-
cumulated deferred income taxes Deferred income taxes are credited or
charged to income in appropnate amounts when subsequent income tax
liabilities are greater or less as & result of this practice

Investmant tax credits on eligible property are generally deferred and
amortized over the useful lives of the respective assets

|. Pension Expense

The Company has a noncontributory defined benefit plan covenng
all empioyees of its subsidianes The Company s policy is to fund pension
costs accrued Total pension expense. including the amortization of un-
funded pnor service cost over a ten-year penod. for 1986, 1987 and 1984
was approximately $10 4 million, S8 3 million and $12 9 million. respec-
tively The decreases in 1986 and 1985 pension expense compared to 1984
are largely attnbutable to the dedication of certain plan assets to satisfy
future retirement benefit obligations to all employees retired prior to june
1983 with a resulting decrease in the unfunded prior service cost

obligation

The actuanal present value of accumulated plan benefits and plan
net assets as of the most recent benefit information date are as follows

lanuary |
1986 1985
(Millions of Dollars)
Actuarial present value of
accumulated plan benefits

Vested $ 802 S 685
Nonvested 74 66
Retirees (Prior to june 1983) 455 502
Total $133. $1253
4
Net assets available for benefits $1349 $1079
3

The assumed rate of retum used in determining the actuanal present
value bf accumulated plan benefits was 7% for 1986 and 1985, except for
dedicated assets (Retirees prior to June 1983) which are valued at | 1%

In December 1985, the FASB issued Statement No 87 “Employers’
Accounting for Pensions” Statement No 87 which is generally effective
for fiscal years beginning after December 15, 1986 requires the use of a
standardized method of measunng net periadic pension expense Upon
adoption of this Statement, certain changes will be required in actuanal
assumptions and the manner in which net periodic pension expense is
measured The Company has chosen not to apply the provisions of the
Statement prior to its effective date The Company does not believe that
application of Statement No 87 in 1987 will have a significant effect on
its results of operations or financial position

| Revenue Recognition

Customers’ meters are read and bills are rendered on a month'v
cycle basis Base revenue is recorded dunng the accounting peniod when
the meters are read

Revenue attnbutable to gas costs (to the extent collectible through
adjustment clauses) is accrued and recorded in the month dunng which
the customers’ meters are read rather than when the revenue is billed

Projected fuel costs for electnc generation are collected through the
fuel component in retail electnc rates. as established by the PSC dunng
semiannual fuel cost heanngs Any differences between actual and proj-
ected fuel costs are deferred and included when estimating the fuel cost
component during the next semiannual fuel cost heanng At December
31, 1986, SCE&G had collected approximately Si 6 million through the
electric fuel clause component. which s included in “Deferred Credits -
Other”

K. Debt Premium, Discount and Expense

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

Certain amounts in the financial statements of prior years have been
reclassified to conform with 1986 classifications
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2. RATE MATTERS:

A Or: December 22, 1986, SCEEG filed with the PSC a report which
described the anticipated income tax savings associated with the Tax Re-
form Act of 1986 based on the results of operations for the year ended
December 31 1985 On January 15, 1987, the PSC directed SCE&G to re-
duce its retail electnc rates approximately 525 million annually or 3% On
lanuary 19 1987 SCEEG filed revised retail electnic rate schedules with the
PSC which were subsequently approved by an order dated January 29
1987 The revised rates were placed into effect with the first billing cycle in
February 1987

B. Aspart of a March 2. 1984 order. the PSC removed from rate base
approximately S114 & million. (S104 4 million at December 31 1986) of av-
erage production investment. net of accumulated depreciation, associ-
ated with 400 MW of electnic generating capacity However, the order al-
lowed carrying costs. computed on the basis of the approved overall rate
of retumn (1| 74%). associated with the removed investment to be deferred
and recovered over some future peniod The order also allowed the recov-
ery currently through rates. of all operating expenses. including deprecia-
tion and property taxes associated with the 400 MW of electnc generating
capacity

On January 30, 1987, SCE&G filed an Application with the PSC for ap-
proval to restore to its rate base. effective July |, 1987 the 400 MW of elec-
tric generating capacity previously removed and to also include the asso-
ciated accumulated deferred carrying costs SCESG also requested that
accumulated deferred carrying costs (536 4 million at December 31. 1986)
be amortized over a ten-year penod commencing July 1. 1987 There has
been no action by the PSC in response to SCEEG s Application (See Note
IE)

C. As a result of a PSC order dated March 2. 1984 SCEEG recorded
approximately $15 million (20¢ per share. of which 14¢ and 4 relate to
amounts billed in 1983 and 1982 respectively) as nonrecumng electnc
revenues in March 1984

D. On October 28 1985 the South Carolina Supreme Court upheld a
circuit court ruling that allows the State Consumer Advocate to appeal ap-
proximate’; $34 million of the March 2. 1984 order of the PSC granting
SCE&G approximately S132 6 million annually in increased retail electnic
rates While the outcome of this matter is uncertain, the Company be-
lieves the probability of any significant change in the rate order i1s unlikety
and accordingly has not recorded any provision for refunds

E. On December 26, 1984 GENCO filed with the FERC a cost of ser-
vice formula rate for the sale of power and energy to SCE&G Under a con-
tract with GENCO. SCE&G purchases all of the electric power generated
by the A M Wu.liams Station, which i1s owned by GENCO Dunng October
1985 a partial settlement was reached prior to a formal heanng on the
remaining i1ssues before an Administrative Law ludce On February 20.
1986 the Administrative Law Judge issued an initial decision on the re-
maining issues Brefs on exceptions to the Administrative Law judge's
decision have been filed with the FERC The Company believes that the
outcome of the proceedings will not have any significant effect on the
Company s consolidated financial statements

3. LONG-TERM DEBT (See Note | 1)

The Fairfield County Series 1984 (Annual tender — $57 million. due
September |, 2014) Richland County {Annual tender - S5 5 million, due
September | 2014) and Fairfield County Senes 1986 (Annual tender -S| |
million. due September 1. 2014) Pollution Control Facilities Revenue
Bonds are secured by like pnincipal amounts of SCE&G s First and Re-
funding Mortgage Bonds The Fairfield County Senes 1984 and Richland
County Bonds bear interest at the rate of 5 5% per annum through August
31, 1987 The Fairfield County Senes 1986 Bonds bear interest at a rate
equal to 65% of a prime rate but not more than |5% per annum through
August 31,1947 (4 875% at December 31 1986)

The Berkeley County Pollution Control Facilities Revenue Bonds
(Annual tender - $35 850 000, due October | 2014) are secured by an ir-
revocable letter of credit expining in 1991 The Bonds bear interest at the
rate of 4 55% per annum through September 30 1987

Alter the interest rate periods descnbed above. the Bonds will bear
interest at a rate. which will be set between 80% and ! 20% of an index rate
based on one-year yield evaluations of comparable tax-exe npt obliga-
tions, or 65% of one-year yield evaluations of U S Treasury Bonds at par.
but. in any case. not more than 15% per annum The interest rate shall be
adjusted annually or becorne fixed until matunty These Bonds also pro-
vide that the holders may require the Bonds to be purchased at par upon
each annual adjustment of the interest rate or at the time the interest rate
becomes fixed until matunty If the Bonds are tendered by the holders. the
Company intends to reoffer the Bonds to the public Due to the irrevoca-
ble letter «f credit for the Berkeley County Bonds and provisions of the
Fairfield County Senies 1984 Richland County. Fairfield County Senes
1986 and Berkeley County Bond Indentures, which permit the Company
to purchase the Bonds in lieu of redemption and resell them. and to sub-
stitute other secunty armangements, the Bonds are classified as long-term
debt

On lanuary 22, 1986, the Company s Board of Directors authonzed
the early redemption of the entire 560 million principal amount outstand-
ing of the 15-12% Guaranteed Notes of Finance, NV due 1989 The Notes
were redeemed on April 15. 1986 at a price of 101% of par value

On February 20, 1986, SCEGG redeemed at par. pnor to matunty.
514110000 principal amount of its 12 15% Senes First and Refunding
Mortgage Bonds due 2010 Restncted cash totaling $14 11 nullion was on
deposit with the Trustee at December 31, 1985 and was available for re-
demption of bonds The note repayment. bond redemption and the re-
stricted cash at December 31. 1985 was reflected in “Current portion of
long-term debt net. ' as follows

Thousands
of Dollars
Long-term debt maturities including

sinking fund requirements S 30348
Note repayment and bond redemption 74110
Total 104 458
Less restricted cash deposit 14110
Current portion of long-term debt net S 90 348

The annual amounts of long-term debt matunties. including the
amounts due under nuclear and fossil fuel agreements (see Note 4) and
sinking fund requirements for the calendar years 1987 through 1991 are
summanzed as follows

Year Amount Year Amount
(Thousands of Dollars |

1987 $21930 1990 $27 334

1988 97403 1991 17533

1989 81258

Approximately $9 2 million of the current portion of long-term debt
for 1987 may be satisfied by either deposit and cancellation of bonds i5-
sued upon the bas:s of property additions or bond retirement credits. oi
by deposit of cash with the Trustee

Substantially all utility plant and fuel inventories are pledged as col-
lateral in connection with iong-term debt



4. FUEL FINANCINGS: 6. PREFERRED STOCK (Subject to Purchase or Sinking F unds)

- "y the recr * e reforres

Nk

5. STOCKHOLDERS' INVESTMENT (Including Preferred
Slock Not Subsect to Purchase or Sinking Funds

Kk W

"

Balance December 31 1985 40.296.147
Other

Balance December 31, 1986 40,296,147 $574242

Balance December 31, 1985 2,181,228 152514

Shares Redeemed
$100 par value (343.070) (34,307)
50 par value (13,300) (665)

Balance December 31, 1986 s 1.824 858 Sl_l? 542




7. INCOME TAXES:

ta Ne tax exps
- i ¥

$82.637
9. 845
(177

92,305

28,257
5378
33635

(1,486

(8,107
500

(9,093
S116.847

460
1,156

Sile 847

$40.367

(4dole
2,116

$33.635




9. COMMITMENTS AND CONTINGENCIES:

A Leases

The Company leases certain equipmierit. office fumiture : 1d an office
building 1:sed for its corporate headquarters under long-tem .  perating
leases with lease terms (excluding vanous renewal options) eapiring in
1996, 1991 and 2009, respectively

In connection with the office building lease. dated October 1984 the
Company may be required to purchase a 10% Note and Mortgage on the
building in the amount of 544 million in 1989 The Company pays. as addi-
tional rent. any amount by which a current index rate (8 685% at Decem-
ber 31. 1986 exceeds the |0% Note and Mortgage rate Also. the Company
is reimbursed any amount by which the 10% Note and Mortgage rate ex-
ceeds the current index rate

Total rent expense was approximatr 'y $4 4 million. $5 0 million and
$2 0 million for 1986, 1985 and 1984, resy. ctively

Future minimum rental payments as of Decemoer 31. 1986 are as
follows

Year Amount Year Amount
(Thousands of Dollars)

1987 54 850 1990 5 7124

1988 5029 199] 5820

1989 6935 1992-2009 117,381

B. Nudlear Insurance

The Price-Anderson Indemnification Act 1the Act) currently limits the
liability for third-party claims related to an accident at a utility s nuclear
generating facility to 5695 million per accident The Act provides that all
owrers of nuclear reactors may be assessed up to $5 million per reactc
owned for each nuclear acadent occurmng at any reactor in the United
States with a limit of two assessments per year (a retroactive premium)
The Company's maximum exposure based on its two-thirds ownership of
Summer Station. would be approximately 56 7 million per year under this
legislation

The Act is scheduled to expire in August 1987 and Congress is con-
sidenng several proposals to amend the present Act The Company is un-
able to predict what actions Congress may ultimately take and what ef-
fects such actions may have on the Comnany's potential liability

The Company currently maintains policies with Nuclear Electric In-
surance Limited (NEIL) and Amencan Nuclear Insurers (ANI) providing
combined property and decontamination insurance coverage of $695 mil-
lion for any losses in excess of $500 million pursuant to existing primary
coverages (with ANI) on Summer Station The Company pays annual pre-
miums and. in addition, could be assessed a retroactive premium not to
exceed 7-1/2 times its annual premium. in the event of property damage
loss to any nuclear generating facilities covered by NEIL Based on the
current annual premium. this retroactive premium would be approxi-
mately S5 5 million

To the extent that insurable claims for property damage. decontami-
nation. repair and replacement and other costs and expenses anising from
a nuclear incident at Summer Station exceed the policy limits of insur-
ance or to the extent such insurance becomes unavailable in the futu:e
and to the extent that the Company s rates would noi recover the cost of
any purchased replacement power. the Company retains the nsk of loss as
a self-insurer The Company has no reason to anticipate a senous nuclear
incaident at Summer Station If such an incident were to occur. it could
have a matenally adverse impact on the Company s financial position

10. SEGMENT OF BUSINESS INFORMATION:
Segment information at December 31, 1986 1985 and 1684 and for

the years then ended is as follows
1986
Electric Gas  Transit Total
(Thousands of Dellars)
Operating revenues S 809488 S289429 $3.119 $1,102,036
Operating expenses,
excluding depreciation
and amortization 544067 261,712 6914 812,693
Depreciation and
amortization 80,825 9,557 245 90,627
Total operating expenses 624,892 271269 7,159 903,320
Operating income (loss) S 18459 S 18,160 $4.040) 198,716
Add — Other income, net 9,825
Less — Interest charges 71,934
— Preferred stock dividends e 14,443
Netincome S 122,164
Capital expenditures:
identifiable S 110249 $ 20981 $ 247 S 131,477
Utllized for cverall Company operations 12,700
Total S 144,177
Identifiable assets at
December 31, 1985
Utility plant, net $1.988.769 $214.299 $1.778 $2,204.846
Inventories 62,930 6,845 320 70,095
Total $2,051.699 S221.144 $2098 2274941
Assets utilized for ove 1ll Company operations 300.391i
Total assets §2,575.332
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1985

Electric Gas Transit Total
{Thousands of Dollars)
Qperating revenues S 787796 5318856 S$3689 S1.11034]
Operating expenses.
excluding depreciation
and amortization 528773 289 868 7.203 825844
Depreciation and
amortization 77658 9033 208 86 899
Total operating expenses 60643 298901 7411 912743
Operating income (loss) S 181365 S 19955 S(3722) 197 598
Add — Other income. net 15,721
Less — Interest charges 83218
— Preterred stock dividends 16541
Net income $ 113
Capital expenditures
Identifiable § 97525 S24091 S 609 S 122225
Utilized for overall Company operations 6.282
Total S 128507
Identifiable assets at
December 31 1985
Utility plant. net S1988 372 S203060 $2159 $2.193591
Inventones 51.356 7337 298 58991
Total $2039.728 5210397 S 2457 2252582
Assets utilized for overall Company operations 21117
Total assets $2543 699
1984
o Electric Gas Transit Total
(T ousands of Dollars)
Operating revenues S 746745 S378491 S$3178 S1128414
Operating expenses
excluding depraciation
and amortization 506 747 341 692 5.765 854 204
Depreciation and
amortization 67173 7544 197 74614
Total operating expenses $73920 349236 5962 929118
Operating income (loss) S 172825 S 29255 S(2784) 199 296
Add — Other income. net 17647
Less — Interest charges 78248
— Preferred stock dividends 16877
Net income S 121818
Capital expenditures
identifiable $ 259.208 $ 20402 S 504 S 280114
Utilized for overall Company operations 3405
Total S 283519
p ————————————
identifiable assets at
December 31 1984
Utility plant. net $1.992 206 S18077 S 1820 $2.182.103
Inventories 40227 7783 281 48291
i tal $2032433 S195860 S.101 2230394
Assets utilized for overall Company operations 269 300
Total assets 52499694

— —-
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11. SUBSEQUENT EVENTS:

On February 9. 1987, the State Consumer Advocate petitioned the
PSC to require SCE&G to make additional reduct:ons in its retail electnc
rates based on data for the year 1986 to reflect the reduction of tax ex-
pense resulting from provisions of the Tax Reform Act of 1986 The reduc-
tions previously authorized by the PSC in lanuary 1987 were based on the
results of operations for the year er~ - December 31, 1985 (see Note 2A)
The Company intends to file th- updated data as soon as it becomes
available The State Consumv . Advocate also requested that the PSC, after
opportunity for hearing iss e its rule to show cause why the PSC should
not order a reduction in tt 2 Company's authorized rate of retum on eg-
uity, cost of debt. cost of referred stock. and overall authorized rate of
retumn The Company - snnot presently predict whether the PSC will issue
its rule to show c> ¢ conceming the rate of retum

On £~,uary 18 1987 SCE&G issued and sold $100,000.000 principal
amount of First and Refunding Mortgage Bonds 8-3/4% Series due Febru-
ary 1. 2017 These bonds are part of $200 000,000 principal amount of
SCE&G's First and Refunding Mortgage Bonds registered under the Secu-
rities Act of 1933, pursuant to Rule 415, under a Registration Statement
which is effective july 1986 through luly 1988

12. QUARTERLY FINANCIAL DATA (Unaudited ).

1986
Flirst Second Third Fourth
Quarter Quarter Quarter Uarter Annual

Total operating

revenues (000)  $301 445 $247363 S285 857 $263.371 $1.102.03¢
Operating

income (000) $6.010 40546 62920 39.240 198718
Net income (000} 34343 23522 41942 21,957 122164
Earnings per share

of commor: stock

as reported k] 59 104 55 303

1985
First Second Third Fourth
Quarter Quarter  Quarter Quarter Annual

Total operating

revenues (000) $311.440 $251 487 S282.71 S264081 S1.11034)

income (000} 54 767 45938 60 788 30.105 197,598
Net income (000) 32004 24 100 39835 17555 113560
Eamings per share

of common stock

as reported LY ol * 43 8




Common Stock Information

'_lhe principal market for SCANA common stock is the New York Stock Exchange (stock symbol-SCG)

1985
4th 3rd 2nd Ist 4th 3rd 2nd Ist
Otr. Qtr. Qtr. Qtr. Qtr Qtr Qtr Qtr

Price Range: (a)

High 39-78 12-78 3634 33-1/4 28 28-1/8 28 23-78

Low 36 3412 31-1/4 27-18 23-78 23-38 23-78 22-178
Dividends Per Share:

1986 Amount Date Jeclared Date Paid

First Quarter $.56 January 22, 1986 April 1, 1986

Second Cuarter 56 April 23, 1986 July 1, 1986

Third Quarter 56 July 23, 1986 October |, 1986

Fourth Quarter 56 October 22, 1986 January !, 1987

1985 Amount Date Declared Date Paid

First Quarter $54 January 23, 1985 Apnil 1. 1985

Second Quarter 54 Apnl 24, 1985 July 1, 1985

Third Quarter 54 luly 24, 1985 October |, 1985

Fourth Quarter 54 October 23, 1985 lanuary !, 1986

December 31,
A e 1985

Number of common shares outstanding 40,296,147 40,296,147
Number of common stockholders of record 51,738 57439

(a) As reported on the New York Stock Exchange Composite Listing

a3



Management's Discussion and Analysis of Financial Condition and Results of Operation

UQUIDITY 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 historical cost amounts. to the
extent inflation occurs and rates are not appropnately adjusted on a
timely basis. the Company s regulated subsidianes will not be allowed an
opportunity to recover the costs of providing services Therefore. the
Company's future financial position and results of operations could be
impacted by any future inflationary trends

The ability of the Company s regulated subsidianes to replace
existing plant investment. as well as to expand to meet future demand
will likelv depend upon its ability to attract the necessary financial capital
on reasonable terms The ability to attract such capitai could. in tum.
depend upon the subsidianes  ability to obtain adequate and timely rate
relief

Continued growth in the Company's non-utility operations. along
with future economic expansion throughout the utility service temtory.
could have a positive impact on total Company eamings

The pnmary cash requirements for 1986 were and as estimated for
1987 are as follows

1987 1986
(Thousands of Dollars)

Construction expenditures excluding
allowance for funds used during

construction (AFC) 5156790 $125,090

Nuclear fuel expenditures 25529 15,806

Maturing obligations. redemptions and
sinking and purchase fund requirements 15000 144,477
Total S200319  $285373

Duning 1986, approximately 57 3% of total cash requirements were
provided from intemal sources as compared to 89 7% in 1985 External
funds for 1986 were provided through the issuance of $78 2 million short-
term commercial paper and the sale of S| | million in tax-exempt annual
tender pollution control facilities revenue bonds

The Company anticipates that 1687 cash requirements will be met
pnmarily through intemally generated funds. short-term borrowings and
the sale of commercial paper Actual 1987 construction and nuclear fuel
expenditures may vary from the estimates set forth above due to factors
such as inflation and economic conditions. regulation and legisiation
rates of joad growth. environmental protection standards and the cost
and availability of capital

On February 18, 1987, SCE&G soid S100 million principal amount of
First and Refunding Mortgage Bonds 8- 3/4%. Series due February 1. 2017
for net proceeds of $98 078 000 The net proceeds were used tc repay a like
amount of short-term indebtedness outstanding at the date of sale Such
short-term indebtedness had been incurred to prepay or pay at matunty
long-term debt and to redeem preferred stock dunng 1986

SCE&G presently has in effect a shelf registration statement under
which it can issue an additional $100 million of First and Refunding
Mortgage Bonds Whether additional secunties will be sold and the
timing and amount of such sales will depend pnmanly upon market
conditions and other factors in existence at the time

For information relating to operations of the Company's subsidianes
see 1986 Year In Review beginning on page 6

RESULTS OF OPERATIONS
Eamings and Dividends

Eamings per share of common stock (based on the weighted average
number of shares outstanding). the percent increase (decrease| from the
previous year and the rate of retum eamed on common equity for the
years 1984 through 1986 were as follows

1986 1985 1984

Eamings per share $303 5282 $305
Percent increase (decrease)

in eamings per share 74% (75%) 332%
Retum eamed on common

equity (year-end) 146% 141% 157%

Eamings per share increased from 1985 primarily as a result of higher
electric energy sales related to the 1986 summer heat wave. lower interest
charges and reduced dividend requirements on preferred stock associated
with the early redemption of two issues of SCEEG s preferred stock (see
Note 6 of Notes to Consolidated Financial Statements)

The decrease in eamings per share for 1985 was pnmarily
attributable to the recording of a nonrecurring gain of 20¢ per share in
March 1984 (see Note 2C of Notes to Consolidated Financial Statements)
and a decrease in AFC (see discussion below| and decreased sales of
natural gas in 1985 In addition to the nonrecurring gain recorded in 1984
the increase in eamings per share dunng 1984 reflects various rate
increases placed in effect dunng 1984 and 1983 and improved electnic and
natural gas sal=s

AFC is a utility accounting practice whereby a portion of the cost of
both equity and borrowed funds used to finance construction (which is
shown on the balance sheet as construction work In progress) Is
capitalized Both the equity and the debt portions of AFC. excluding
nuclear fuel, are noncash items of nonoperating income which have the
effect of increasing reported net income oy their full amounts AFC
excluding nuclear fuel. representad approximately 2% of Eamings
Available for Common Stock in 1986 and 1985 decreasing from
approximately 9% for 1984 The decline in AFC reflects a reduction in
construction expenditures pnmanly relatingtothe V. C Summer Nuclear
Station completed and transferred to plant in service in 1984

The Company also records carrying costs (including ~cuity retum)
associated with the production investment, net of accumulated
depreciation. relating to 400 MW of electric generating capacity removed
from rate base as a result of a March 2, 1984 rate order of the PSC (see
Notes | E and 2B of Notes to Consolidated Financial Statements) Total
carrying costs, a noncash item included under ‘Other Income’ as
“Deferred returmn on plant investment " are being deferred for recovery over
some future penod and represent approximately 10%. 11% and 9% of
Eamings Available for Common Stack for the years 1986 1985 and 1984
respectively

In January 1987, the Company s Board of Directors raised the
quarterly cash dividend on common stock to 58 cents per share from 56
cents per share The increase effective with the dvidend payable on April
| 1987 raised the indicated annual dividend rate to S2 32 per share up
from S$2 24 The Company has increased the dividend rate on its common
stock in 34 of the last 35 years



Operating Revenues

Revenues from the sale of electric energy increased 521 7 million
(28%) and $41 0 million (5 5%) for 1986 and 1985, primarily as a result of
increased kilowatt-hour consumption by residential and commercial
customers The increased consumption was largely due to the addition of
10,584 (3 1%) and 12,539 (3 8%) residential customers and 2.092 (4 4%)
and 2,287 (5 0%) commercial customers during the respective peiiods The
increases in revenues were partially offset by revenue adjustments
relating to changes in the cost of fuel, which is a component in electric
base rates If actual fuel costs are higher or lower than those projected. the
differences are recorded as increases or decreases, respectively. in
operating revenues

On January 21, 1985 the Company established a record peak
demand for electricity of 2. 703 MW, surpassing the previous record of
2.700 MW set on August 22. 1983 Durning 1986, the Company's peak
demand record was broken four times Record peaks were set on January
27 and January 28 as a result of unusually cold temperatures On July 8,
1986, in the midst of one of the state's worst heat waves in nearly a
century. the record fell again and on July 9 the ali-time peak demand of
2,853 MW was set

Increases (decreases) in electric customers and megawatt-hour
(MW) sales volume ¢, classes of customers are presented in the following
table

Increase {Decrease) From Pnor Year

Customers Volume (MW)

Classification 1986 1985 1986 1985
Residential 10,584 12539 434 404 113424
Commercial 2,092 2287 233,748 220986
industnal (7 (22) 31,956 53536
Sales for Resale ) i (59,688) 39 544
Other 43 45 22,765 23503

Tota! 12,701 14 850 663,245 450993

Revenues irom the sale of natural gas decreased $29 4 million (9 2%)
in 1986 and $59 6 million (15 8%) in 1985 The decreases in revenues were
primanly attributable to reductions in the cost of gas purchased from the
Company's suppliers. which are passed along to customers through a
purchased gas adjustment clause, and decreased unit sales to industnal
customers These unit sales decreases, approximately 7 7% and 13 1%,
respectively were mainly the result of increased competition from lower-
pniced altemative fuels used in certain industrial markets

Increases (decreases) in gas customers and decatherm (DT) sales
volume by classes of customers are presented in the following table

Increase (Decrease) From Prior Year

Customers Volume (DT)
Classification 1986 1985 1986 1985
Residential 1,442 1.148 487,447 (1566 150)
Commercial 532 20 207,888 (743.252)
Industnal 35) 9 (2353490) (461444))
Sales for Resale —_ I 4,124,760 (2060547)
Total 1939 1458 2,466,606 (8984 390)

-
p————

Operating Expenses
Increases (decreases) in operating expenses, excluding taxes, are
presented in the following table

Increase (Decrease)
From Prior Year
Classification 1986 1985
(Millions of Dollars)
Fuel used in electric generation $132) $ 55
Power purchased net 6.0 (15
Gas purchased for resale (30.8) 1425)
Other operation and maintenance 86 91
Depreciation and amortization 37 120
Total $25.7) Sii74)

_

The decrease in Fuel usad in electric gemeration expense for 1986 was
primarily attributable to a reduction in the average cost of fuel bumed
(S! 45 versus S1 63 per million BTU in 1986 and 1985, respectively).
primarily attributable to nuclear fuel The increase for 1985 was due
primarily to increased generation as a result of greater customer demand
The increase in Power purchased. net for 1986 was largely due to decreased
sales of electnicity to other utilities The decrease for 1985 results pnmarily
from increased sales of electricity to otiwer utilities The decreases in Gas
purchased for resale expense for 1986 and 1985 reflect reductions in the cost
of gas purchased from the Company's suppliers The decrease in 1985 was
also partially attnbutable to an overall decrease in consumption of
natural gas Other operation and maintenance expenses for 1986 increased
primarily because of the settlement of certain claims relating to injuries
and damages and moderate increases in other administrative and general
expenses. including pension expense (see Note |-l of Notes to
Consolidated Financial Statements) The increase for 1985 was largely due
to additional operation and maintenance costs associated with the
commercial operatinn of Summer Station. as well as increased electric
distribution maintenance costs Increases in Depreaation and amortzation
expense for 1986 and 1985 reflect additions to plant in service. including
Summer Station and the Wilnams Station coal conversion in 1984

Interest Charges

Interest on long-term debt decreased $15 6 million in 1986 and S1 9
million in 1985 compared to the respective previous years The decreases
in 1986 and 1985 result primarily from redemption. prior to matunty. of
$14.11 million {12 15% Senes. due 2010} principal amount of First and
Refunding Mortgage Bonds in February 1986 560 million pnncipal
amount of the 15-12% Guaranteed Notes of South Carolina Electric & Gas
Finance, NV.in Apnl 1986. 566 25 million (16% Senies. due 201 1)and $8 3
million (15-5/8% Series. due 1987) principal amount of First and
Refunding Mortgage Bonds in March and May, 1985, respectively

Other in*<rest expense increased 54 0 million in 1986 and decreased
$2 | million in 1985 compared to the respective previous years The
increase in 1986 reflects the increase in short-term borrowings dunng the
year The decrease in 1985 was pnmanly the result of interest expense
recorded in 1984 which was associated with litigated revenues that had
been collected subject to refund
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Selected Financial Data

For the Years Ended December 31. 1986 1985 1984 1983 1982 1981 1976
STATEMENT OF INCOME DATA (Thousands of Dollars except statistics and per share amounts)
Operatir 2 Revenues
Electnc $ 809488 S 787796 S 746745 5634127  S574113  $555716 $275.892
Gas 289,429 318856 378.49] 337,282 266389 188167 71948
Transit 3119 3689 3178 3242 2603 2429 1996
Total Operating Revenues 1,102,036 1110341 1128414 974651 843105 746312 349836
Operating Expenses
Fuel used in electric generation 216,076 229249 223768 260,381 214617 234243 116892
Gas purchased for resale 215928 246,760 289212 277.091 220502 154 502 44789
QOther operation and maintenance 209,629 195031 187 448 135374 147 840 118519 52473
Depreciation and amortization 90,627 86 8% 74914 45000 43406 39691 21825
Taxes 171,060 154 804 153.776 106932 7703% 80 049 48724
Total Operating Expenses 903,320 912743 929118 824778 703398 636004 290.703
Operating Income 198,716 197,598 199 296 149873 139707 110308 59133
Total Other Income 9.825 15.721 17,647 11571 5230 21,095 24522
income Before Interest Charges and
Preferred Stock Dividends 208,541 213319 216943 161 444 144937 131 403 83655
Total Interest Charges. Net 71934 83218 78.248 57 50¢ 57.121 55,520 39839
Preferred Stock Cash Dividends of
Subsidiary 14,443 16541 16877 17186 16371 14 245 9169
Net income $ 122,164 S 113560 S 1218I8 $86.752 $71445 $61638 S$34647
Weighted Average Number of Common
Shares Qutstanding (Thousands) 40,296 40 296 39900 37844 34387 28139 17,547
Eamings Per Share of Common Stock $3.03 $282 $305 $229 S208 S219 $197
Dividends Declared Per Share of Common Stock $2.24 S216 $205 S200 S92 S182 S152
Percent of Operating Income (Loss)
Before Income Taxes
Electnc 93 92 87 93 98 101 88
Gas 9 10 15 10 5 2 15
Transit 2) (2) (2) (3) (3) (3) (3)




December 31, 1986 1985 1984 1983 1982 1981 1976
BALANCE SHEET DATA (Thousands of Dollars except statistics and per share amounts )
2764809 S250958! 52411479 S2131689
Total Assets $2,575332 52543699 S2499694 52358134 52202755 S19587M2 $1.171.630
- " — " —— —~ —— ——— — — —— — .~ —
Total Capitalization $1,725935 51769952 51855252 51685990 51703860 S!47839) S 97]493
— ————— —— ——————
Common Shares Outstanding
(Year-End){Thousands) 40,296 40296 40296 38728 36,520 29690 17834
Book Value Per Share of
Common Stock (Year-End) $20.77 $2001 $193) 51833 $1805 S1839 S1711
OTHER STATISTICS
Electnc
Customers (Year-End) 406511 393810 378 960 366424 356.709 350 596 312617
Sales (Million KWH) 13,704 13041 12,590 12,063 11490 11.763 10318
Residential
Average annual use per
customer {KWH) 12,821 1992 12,061 12,009 1712 12,183 11320
Average annual rate
per KWH $.0759 50774 50757 S 0642 $0637 $0577 $0361
Generating Capability - Net MW
(Year-End) 3.8% 3959 3959 3359 3359 335%9 2852
Temitonal Peak Demand - Net MW 2,853 2703 25% 2700 2463 2557 1994
Gas
Customers (Year-End) 192,941 191 002 189 544 187,638 186320 169 294 16! 473
Sales (Thousand Therms) 671,881 647215 737059 671429 590,257 493 305 490 830
Residential
Average annual use per
customer {therms) 548 524 618 610 570 665 767
Average annual rate
per therm S.68 $67 S69 $65 $56 $49 523
Transit
Number of Coaches 17 122 123 112 104 104 9%
Revenue Passengers
Camied (Thousands) 8,699 9032 9658 9744 10720 10820 8915
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Investor Information

This report is issued solefy for the purpose of providing in-
formation 1t ts not intended for use m connection wath any
sale or purchase of or any solicitation of offers to buy or
sell. any secunties

48

Corporate Headquarters
Palmetto Center

1426 Main Street
Columbia, SC

Telephone: (803) 748-3000

Mailing Address
SCANA ion
Columbia, SC 29218

Common and Preferred Stock Listings
The common stock of SCANA Corporation
is listed and traded on the New York Stock
Exchange The ticker symbol is 3CG. The
corporate name SCANA is used in newspa-
per stock listings

The 5% series cumulative preferred stock of
SCE&G is also listed and traded on the
New York Stock Exchange The ticker sym-
bol is SAC Pr. the newspaper listing is
SCrE pf

Dividend Payment Dates

Quarterly dividends on common stock are
normally payable on the first day of Janu-
ary. April, July and October to stockholders
of record on the 10th day of the month pre-
ceding he payment date

Dividends on SCE&G's preferred stock are
paid quarterly on the same dates as the
common stock dividends

Dividend Reinvestment Plan

SCANA offers a Dividend Reinvestment
and Stock Purchas e Plan to its common
stockholders of re :ord A Prospectus, Au-
thorization Form and retumn envelope are
automatically mai'~d to all riew stockhoid-
ers For further information or for questions
about your reinvestr =nt account, write to
the Investor Relations Department (054) at
the Company's mailing address

Stockhoider

Questions concemning dividend accounts
or related stockholder matters should be
directed in writing to the Investor Relations
Department (054) at the Company’s mail-
ing address

Auditors

Deloitte Haskins & Sells
Certified Public Accountants
1426 Main Street, Suite 820
Columbia, SC 29201

Recordkeeping and Paying Agents
Common Stock

SCANA Corporation

Stockhc 'der Records Department (054)
Columb.a, SC 29218

SCEE&G Preferred Slock

South Carolina National Barik
Securities Transfer Services
101 Greystone Boulevard
Columbia. SC 29226

Transfer Agents

Common Stock

South Caroiina National Bank
Secunties Transfer Services

101 Greystone Boulevard

Columbia, SC 29226

Manufacturers Hanover Trust Company
Stock Transfer Department - 8th Floor
450 West 33rd Street

New York NY 10001

SCE&G Preferved Stock

South Carolina National Bank
Securities Transfer Services
101 Greystone Boulevard
Columbia. SC 29226

The Chase Manhattan Bank NA

Stock Transfer Department

PO Box 469, Washington Bridge Station
New York. NY 10033

Bond Trustee and Paying Agent
SCESG First and Refunding

Mortaage Bonds
Manufacturer's Hanover Trust Company
Corporate Trust Department - 10th Floor
600 Fifth Avenue
New York. New York 10020

Investor Communicaticns

interim reports providing updated financial
information and Company news are sent to
stockholders with each dividend mailing A
copy of SCANA's Annual Report on Form
10-K (as filed with the Securities and Ex-
change Commission) and the Statistical
Supplement to the 1986 Annual Report are
available to stockholders and others with-
out charge Inquinies conceming activities
of SCANZ Corporation and requests for
publications should be addressed to H
john Winn. ill. Manager-Investor Services
(054) at the Company s mailing address

Analyst's Contact

H John Winn, lll

Manager-Investor Services

Telephone (803) 748-3240

Investors’ Association

For information about this organization's
activities. write to Association of SCANA
Investors, /o Mr Paul Quattiebaum, Ir.
63 East Bay Street, Charleston, SC 29401
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