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SOUTH CAROLINA ELECTRIC & GAS COMPANY
RESPONSE TO REQUEST FOR

INFORMATION ON FINANCIAL QUALIFICATIONS

1.a. Indicate the estimated annual cost by year to operate the
subject facility for the first five full years of commercial
operation. The types of costs included in the estimates
should be indicated and include (but not necessarily be
limited to) operation and maintenance expense (with fuel
costs shown separately), depreciation, taxes and a reasonable
return on investment. Indicate the projected plant capacity
for the unit each year.

RESPONSE

See following pages.

_
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ATTACHMENT FOR ITEM f40. 1.a.

ESTIfMTED ANMUAL COST OF OPERATIflG flVCLEAR GEiiERATIf1G
UNIT: VIRGIL C. Suf1MER flVCLEAR STATION, Uf(IT 1

FOR THE CALEridhR YEAR 19_8_1

(thousands of dollars)

Operation and maintenance expenses
fluclear power generation

fluclear fuel expense (plant factor 83 %) . . . . . . . . . . . . . . $ 39,309
Othe operating expenses 5,/J5. ......................

Maintenance expenses. . . . . . . . . . . . . . . . . . . . . . . . . 4,624

Total nuclear power generation 49,668..............

Tra nsmis s i on expenses . . . . . . . . . . . . . . . . . . . . . . . . . 175

Administrative and general expenses

Property and liability irisurance 2,561 _..................

Other A & G expenses 4,412........................

Total A & G expenses 6,973.....................

TOTAL 0 & M EXPEllSES . . . . . . . . . . . . . . . . . . . . . 56,816

Depreciation expense 26,260.........................

Taxes other than income taxes
Property taxes 2,616.........................

Other 3,569...............................

Total taxes other than income taxes 6,185.... ......

Income taxes - Federal 15,584........................

Income taxes - other ___ 2,163........................

Deferred income taxes - net . . 6,402....................

Investment tax credit adjustments - net . . (1,559)..............

Return (rate of return: 8.38 %) 62,244...................

TOTAL ANNUAL COST OF OPERATION . . . . . . . . . . . . . . . . $ 174,095

0bJ $'



ATTACHMEflT FOR ITEM fl0. 1.a.

ESTIMATED AfiflUAL COST OF OPERATIflG flVCLEAR GErlERATIflG
UtilT: VIRGIL C. SUf1MER fluCLEAR STATI0fi, UtilT 1

FOR THE CALErlDAR YEAR 19_62

(thousands of dollars)

Operation and maintenance expenses
Nuclear power generation

fiuclear fuel expense (plant factor 77 %) . . . . . . . . . . . . . . $ 31,281
Other operating expenses 6,290. .....................

Ma i n te na nce ex pe ns es . . . . . . . . . . . . . . . . . . . . . . . . . 4,994

Total nuclear power generation 42,565..............

Tra nsmis si on expens es . . . . . . . . . . . . . . . . . . . . . . . . . 193

Administrative and general expenses

Property and liability insurance 2,618..................

Ocrer A & G expenses 4,663........................

Total A & G expenses /,261.....................

TOTAL 0 & M EXPEriSES . . . . . . . . . . . . . . . . . . . . . 50,039

Depreciation expense 26,260.........................

Taxes other than income taxes
Property taxes 2,524.........................

Other 4,4bd.. ....... . .....................

Total taxes other than income taxes bm..........

Income taxes - Federal 15,170........................

Income taxes - other 2,170........................

Deferred income taxes - net . . . . . . 5,447................

Investment tax credit adjustments - net . . . . . . . . . (1,093).......

Return (rate of return: 8.38 %) 60,045...................

TOTAL AfiflUAL COST OF OPERATI0fl . $ 164,030...............
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ATTACHMEtiT FOR ITEM NO. 1.a.

ESTIMATED AflNUAL COST OF OPERATING NUCLEAR GENERATIflG
UNIT: VIRGIL C. SUMMER NUCLEAR STATION, UNIT 1

FOR THE CALEf40AR YEAR 19_8_.3_

(thousands of dollars)

Operation and maintenance expenses ~
Nuclear power generation

77 ) , , , , , , , . , . , , , $ 30,930fluclear fuel expense (plant factor %
Other operating expenses b,69u. .. ..................

Ma i n tena nce ex pe ns es . . . . . . . . . . . . . . . . . . . . . . . . . 5,393

Total nuclear power generation 43,213.. .. . ... . .....

Transmission expenses . . . . . . . . . . . . . . . . . . . . . . . . . 236

Administrative and general expenses

Property and liability insurance 2,625..................

Other A & G expenses 5,360........................

Total A & G expenses 7,985.....................

TOTAL 0 & M EXPENSEL . . . . . . . . . . . . . . . . . . . . . 51,434

Depreciation expense 26,260.........................

Taxes other than income taxes
Property taxes 2 ,4 31.........................

Other 3,430......................... .....

Total taxes other than income taxes 5,861.. .. . ... . .

Income taxes - Federal 14,356........................

Income taxes - other 2,065........................

Deferred income taxes - net . 5,409.....................

Investment tax credit adjustments - net . . (1,147)...... ... .....

Return (rate of return: 8.3a;) 57,845...................

TOTAL ANfiUAL COST OF OPERATION . . . . . . . . . . . . . . . . $ 162,083

4 n- ,n ,
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ATTACHMENT FOR ITEM fl0. 1.a.

ESTIMATED ANfiUAL COST OF OPERATIftG flVCLEAR GEllERATIllG
UflIT: VIRGIL C. SUMMER flVCLEAR STATI0fi, UtlIT 1

FOR THE CALEflDAR YEAR 19_64

(thousands of dollars)

Operation and maintenance expenses
fluclear power generation

iluclear fuel expense (plant factor 71 %).,.....,..,.,. $ 29,98
Other operating expenses ''04'. .....................

Maintenance expenses. . . . . . . . . . . . . . . . . . . . . . . . . 5,625

Total nuclear power generation 43,343..............

Transmission expenses . . . . . . . . . . . . . . . . . . . . . . . . . 233

Administrative and general expenses _

Property and liability insurance 2,661..................

Other A & G expenses 6,133........................

Total A & G expenses 8,794.....................

TOTAL 0 & M EXPEllSES . . . . . . . . . . . . . . . . . . . . . 52,370

Depreciation expense 26,260.........................

Taxes other than income taxes
Property taxes 2,339.........................

Other 3,392...............................

Total taxes other than income taxes 5,731..........

Income taxes - Federal 12,977...........,............

Income taxes - other 1,879........................

Deferred income taxas - net . . . . . . . 6,045...............

Investment tax credit adjustments - net . . . . . . . . . . . . . . . . (1,246)

Return (rate of return: 8.38 ) 55,645% ...................

TOTAL Af1NUAL COST OF OPERATI0ft . $ 159,661 _...............
_
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ATTACHMEf(T FOR ITEM fl0. 1.a.

ESTIMATED AfiflVAL COST OF OPERATIfiG NUCLEAR GEllERATlf1G
UNIT: VIRGIL C. SUMMER NUCLEAR STATI0ft, UtilT 1

FOR THE CALENDAR YEAR 19_85

(thousands of dollars)

Operation and maintenance expenses
Nuclear power ger.aration
Nuclear fuel expense (plant factor 77 %) . . . . . . . . . . . . . . $ 31,731
Other operating expenses 8,236. .....................

Ma i n te na nce ex pe ns es . . . . . . . . . . . . . . . . . . . . . . . . . 6,291
Total nuclear power generation 46,258..............

Transmission expenses . . . . . . . . . . . . . . . . . . . . . . . . . 286

Administrative and general expenses

3roperty and liability insurance 2,725..................

Other A & G expenses 7,014........................
Total A & G expenses 9,739.....................

TOTAL 0 & M EXPENSES . . . . . . . . . . . . . . . . . . . . . 56,283
.

Depreciation expense 26,260.........................

Taxes other than income taxes
Property taxes 2,247.........................
Other ............................... 3,J/5

Total taxes other than income taxes 5,622..........

Income taxes - Federal 14,2'0........................

Income taxes - other 2,063 _........................

Deferred income taxes - net . . 3,638....................

Investment tax credit adjustments - net . . . . . . . . . (1,074).......

Return (rate of return: 8.38 %) 53,446...................

TOTAL Afif;UAL COST OF OPERATION . . . . . . . . . . . . . . . . $ 160,508

<vi- , . ,
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1.b. Indicate the ur.it price per KWH experienced by each applicant
on system wide sales of electric power to all customers for
the most recent 12-month period.

RESPONSE: SOUTH CAROLINA ELECTRIC & GAS COMPANY

Unit price per KWH sold 12-months ended July 31, 1979 - 3.34c

RESPONSE _: SOUTH CAROL.NA PUBLIC SERVICE AUTHORITY

kwh sales to general business customers for the year ended June
30, 1979 totaled 5,952,789,884. These sales produced revenues
of $134,295,792 or 22.56 mills per Kwh sold.

j u .?
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2. Indicate the estimated costs of permanently shutting down the
facility, a listing of what is included in such costs, the
assumptions made in estimating the costs, the type of shut-
down contemplated, and the expected source (s) of funds to
cover these costs.

3. Provide an estimate of the annual cost to maintain the shut-
down facility in a safe condition. Indicate what is included
in the estimate, assumptions made in estimating costs, and the
expected source (s) of funds to cover these costs.

RESPONSE

Financial qualifiratians of shut-down and decommissioning
of the V. C. Summer N' -Itar Station.

.

The financial qualifications of the Applicants, South Carolina
Electric & Gas Company and South Carolina Public Service Authority,
as set forth in the Applicants' Annual Reports, attached as part of
Sections 5(a) and 6(a) of tne " Request for Information on Financial
Qualifications", signifies the companies' ability to be financially
capable of decomissioning the V. C. Summer Nuclear Plant.

Although the V. C. Summer Nuclear Plant is not yet in service,
the Applicants recognize their obligation of decommissioning the
facility at the end of its useful life. At present, no specific
plan of action for decommissioning the plant has been developed.

As indicated in the Environmental Report for the V. C. Summer
Nuclear Station, the ultimate plans for decommissioning will depend
on regulations and requirements in effect at the time of decommissioning.
Present action taken in decommissioning plants range from removal of
radioactive material, sealing the plant, and establishing an exclusion
boui.dary to complete dismantling, with the site being reclaimed in a
way to make it amenable to other land uses. Depending ca which plan
of action is taken, decommissioning costs range from $1 million plus
an annual maintenance charge of $100,000 for the lower level of
decommissioning to $70 million for complete dismantling.

Applicants recognize there are many studies addressing the broad
area of decomissioning. Some of these are NUREG-0436, Revision,
December 1978, entitled " Plan for Re-evaluation of NRC Policy on
Decommissioning of Nuclear Facilities," and NUREG-0130 entitled
" Technology Safety and Cost of Decommissioning a Referenced Pressurized
Water Reactor Power Station." However, the assumptions underlying
the cost estimates set forth in the Atomic Industrial Forum's National

l b ; J 3:25



Environmental Studies Project, entitled "An Enginee"ing Evaluation
of fluclear Powered Decommissioning Alternatives" are we believe
reasonable for the type and size unit at Sumer Station.

It is the Applicants present plans to evaluate and conduct cost
studies into the plant's decomissioning plans at the time that the
facility goes into commercial operation. At such time, the Applicants
will employ the services of experts in depreciation and decommissioning
fields to formulate a complete depreciation and decommissioning plan
for the V. C. Summer Nuclear Plant. In respect to South Carolina
Electric & Gas Company, approval of the South Carolina Public Service
Commission (PSC), which has jurisdiction over rates and service of the
Company, will be required; and it is the Company's plans to amortize
such decomissioning costs over the life of the facility by adjusting
the provision for depreciation for such costs. South Carolina Public
Service Authority, a state entity not subject to PSC jurisdienion but
subject to the laws of the State of South Carolina, will adjust and
collect their proportionate share of decommissioning costs over the
life of the facility.

Current NRC regulations require a proposed decommissioning plan
to be submittea for review and approval prior to initiation of de-
commissioning activity. The Applicants will comply with prevailing
decommissioning rules and regulations and the-necessary funds for
decommissioning will be handled through the regular operations and
normal financing programs of the Applicants.

- - - , ,
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4. Provide copy of joint participation agreement setting forth the
procedure by whici, the applicants will share operating expenses -

and, if necessary, decommissioning costs.

RESPONSE

Agreement follows.

.
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SOUTII CAROLINA ELECTRIC & GAS COMPANY

AND

SOUTII CAROLINA PUBLIC SERVICE AUTHORITY
-

4

3, JOINT OWNERSHIP AGREEMENT
.,

for

Virgil C. Summer Nuclear Station

Unit # 1

b

i

October 18, 1973
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AGREEMENT

.

'

This Agreement, entered into this Eighteenth day of

October, 1973, by and between the South Carolina Electric &g

Gas Company, (hereinafter referred to as " Company ") , and the

South Carolina Public Service Authority, (hereinafter referred

to as "Autnori ty ") , (hereinafter referred to collectively as

the " Parties ") :

RECITALS

This Agreement is entered into by Authority pursuant to

and under the authority of Section 59-17, Code of Laws of,

South Carolina, 1962, as amended.

' . - Company has acquired a site in the vicinity of Parr Shoals,

South Carolina for and intends to proceed with all steps, actions
and activities (including purchasing and procurement) , incident

to and required for the design, engineeri ng, construction and

subsequent operation by Company of a nuclear steam-electric

generating unit having a nameplate rating of approximately 900 FM

and presently expected to be placed in commercial operation

during the second quarter of calendar year 1978, to be known

'$ as the Virgil C. Summer Nuclear Station Unit #1 (hereinafter
defined as *.he " Project") at said site; and,

e

Company has entered into certain contracts for planning,

engineering and construction of the Project and has received a

construction permit therefor from the Atomic Energy Commission;

and

a nf - 773bGJJ .) J l



Authority has determined that one-third of Project Output
will be required on or about the expected Date of Commercial

,- Operation of the Project. to serve its growing power and energy
requirements; and

,$

Company has determ;ned that the disposition of one-third

of the Project Output to Authority is desirable.

Company and Authority have determined that it is in their

best interests and in the best interests of the State of South
Carolina for them to own the Project as tenants in common and

for Company to proceed with Project licensing, design, construc-

tion, operation and maintenance for itself and as agent for
Authority pursuant to this Agreement.

*

NOW, THEREFORE, the Parties mutually agree as follows:

1. DEFINITIONS,

1.01 "AEC" means the United States Atomic Energy

Commission or such successor agencies as shall have jurisdiction

for licensing or regulating nuclear power generating plants.
1.02 " Costs of Construction" means all costs allocable

to the acquisition, design, engineering, licensino and construc-

tion of the Project and making it ready for operation, excluding
the cost of Fuel and interest during construction. Credits

relating to such costs, including insurance proceeds, shall be
i,

applied to Costs of Construction when received.
'

'' l.03 " Costs of Operation" means all costs allocable

to the operation and maintenance of the Project, Fuel and rights

relating thereto, elective capital additions made pursuant to

-2- nf - q
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Section 20, and, subsequent to the Date of Commercial Operation,

repairs and renewals and replacements necessary to assure design
.- capability, betterments, modifications and additions in keeping

with Trudent Utility Practice and when in the reasonable judg-,

s'
ment of Company necessary to obtain the approval of or to comply

with the requirements of governmental agencies having jurisdiction.

Credits relating to such costs, including insurance proceeds,

shall be applied to Costs of Operation when received.

1.04 " Construction Disbursing Account" means the

separate account established by Authority for the purpose of

paying Authority's ownership Share of Costs of Construction.

1.05 "Date of Commercial Operation" means the date

fixed by Company and agreed to by Authority as the point in time

when the Generating Plant is ready to be operated on a commercial,

l'

basis at an output authorized by any governmental agency having

jurisdiction and as determined by Company to be in accordance

with Prudent Utility Practice and pursuant to schedules submitted

by the Parties.

1.06 " Fuel" means nuclear fuel and rights relating
thereto.

1.07 " Generating Plant" means the nuclear steam supply

system, the turbine-generator Unit #1 and related structures and,

facilities, including the cooling facilities, Project substation,
.

f including facilities for switching and transformation, safeguard
transmission line with associated switching facilitics and trans-

formers required specifically for the backup of the generating

-3-
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unit, together with additions and betterments thereto and

replacements thereof, and appropriate equipment, spare parts
.- and initial operating supplies, but excluding Fuel.

,
1.08 " Labor Costs" means all payroll, related employee

,.

benefit costs and employee expenses of all employees of the

Parties chargeable to the Project.

1.d9 " Matter" means any subject, or any aspect thereof,

arising out of or relating to the interpretation or performance
of this Agreement, including any proposal that may be made by

either of the Parties.

1.10 " Minimum Capability" means the minimum generation

at which the Generating Plant may be operated as determined by
;

Company, but not less than the minimum generation permitted by

the manufacturer's recommendations, if any, or by the terms of.

the AEC operating license, whichever is higher.
1.11 " Output" means that net capacity and energy from

the Generating Plant which at any time can be made available at

the high voltage terminals of the Project Substation after
station use and losses.

1.12 " ownership Share" c? a Party means the fractional

share specified in Paragraph 2.01 hereof, or as the same may be
adjusted pursuant to Sections 18 and 19.

'S
1.13 " Plant Real Property" means the real property

.

''

acquired or to be acquired by Company as a site for and necessary
and useful for the canstruction, operation and maintenance of

the Project. A description of the Plant Real Property and

-4-
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statement of the estimated cost thereof is attached as Exhibit

I and made a part hereof.

.' l.14 " Plant Real Property Adjustment" means the

amount determined by the Parties as that portion of the costs
,

e
of Plant Real Property and property acquired by Company for

Project 1894, allocable between the Project and Project 1894,
*

taking into consideration the joint use of all such property,

or portions of it, for the Project and Project 1894.

1.15 " Project" means the (a) Generating Plant,

(b) Plant Real Property, (c) Fuel, (d) all licenses, permits,

rights and approvals necessary or convenient for construction,

operation, maintenance and decommissioning of the Project,

(e) roads, railroad spurs, docks, parking 19ts, fencing and

,
similar facilities, and (f) all things acquired by the Parties

for use in construction, operation, maintenance and repair of

the Project. A description of the Project and a statement of

the estimated cost thereof is attached as Exhibit II and made

a part hereof.

1.16 " Project Consultant" means an individual or

firm of national reputation and recognized expertise in the

field or subject referred to it, the appointment of which is

mutually agreed to by the Parties, retained for the purpose of

resolving differences referred to it. A different Project
.

Consultant may be retained for each Matter referred.

1.17 " Project Architect-Engineer" means Gilbert

Associates, Inc., of Reading, Pennsyl'/ania, retained

-5-
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by Company for the design and engineering of the Project under
the direction of Company.

.- 1.18 " Project Substation" means line and switching
facilities connecting Unit #1 to the V. C. Summer 230 KV

5
substation, line and switching facilities for connecting the

startup and emergency transformer for Unit #1 to the 230 KV

substation,'230 KV buses, insulators, structures and foundations,

bus tie switching facilities, 230 KV bus potential and current

transformers including interconnection metering equipment,

relays and meters and control devices for these bus facilities

installed and made operational with Unit #1. Transmission line

and switching facilities required for connecting Company's and

Authority's respective transmission systems to the V. C. Summer
'

230 KV substation are excluded..

1.19 " Project 1894" means those works and facilities,

including property and property rights, constituting FPC

Project 1894 as now licensed,by the FPC, together with such

proposed pumped storage works and facilities acquired or con-

structed by Company pursuant to any amendment or amendments to

such license, or pursuant to any new license granted by the FPC.
1.20 " Prudent Utility Practice" at a particular time

meann any of the practices, methods and acts, which, in the'.,

exercise of reasonable judgment in the light of the facts
.

(including but not limited to the practices, methods and acts

engaged in or approved by a significant portion of the electrical

utility industry prior thereto) known at the time the decision

-6-
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was made, would have been expected to accomplish the desired

result at the lowest reasonable cost consistent with reliability,

safety and expedition, Prudent Utility Practice includes due
*

.

regard for manufacturer's warranties and shall apply not only
,

,*

to functional parts of the Project, but also to appropriate

structures, landscaping, painting, signs, lighting, other

facilities and public relations programs reasonably designed

to promote public enjoyment, understanding and acceptance of

the Project. Prudent Utility Practice is not intended to be

limited to the optimum practice, method or act to the exclusion

of all others, but rather to be a spectrum of possible practices,

methods or acts. In evaluating whether any Matter conforms to
;

Prudent Utility Practice, the Parties and the Project Consultant

shall take into account the fact that the Authority is an Agency.

of the State of South Carolina with prescribed statutory powers,

duties and responsibilities.

1.21 " Uniform System of Accounts" means the Federal

Power Commission Uniform System of Accounts prescribed for

Class A Public Utilities and Licensees in effect on January 1,
1970, as the same may be amended from time to time.

2. OWNE RSHIP , RIGHTS AND OBLIGATIONS

''' 2.01 The Parties shall have title to the Project as

. tenants in common and shall, as co-tenants with an undivided

interest therein and, subject to the terms of this Agreement,

own the Project, have the related rights and obligations, including

payment therefor, and be entitled to the Output as follows :

-7-
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Party Ownership Share

Company 66-2/3%
.

"

Authority 33-1/3%

2.02 Subject to Paragraphs 2.07 and 5.01, the Parties
,,

shall promptly and with all due diligence, acting jointly or

individually as may be appropriate, take all necessary actions

and seek all regulatory approvals, licenses and permits neces-

sary to carry out their obligations under this Agreement.

2.03 Company shall within a reasonable time and upon

receipt of any required regulatory approvals and from time to

time, execute and deliver deeds, bills of sale and such other

documents as may be necessary in addition to this Agreement to
.

vest ownership in the Parties as set forth in Paragraph 2.01

above..

2.04 (a) The duties, obligations and liabilitier of

the Parties are intended to be several and not joint or col-

lective, and neither Party shall be jointly or severally liable

for the acts, omissions or obligations of the other Party,

except that Authority shall be severally liable, in proportion

to its Ownership Share of the Project, for the acts, omissions,

or obligations performed, omitted or incurred by Company while
,

acting as the agent of Authority under the terms of this Agreement.'.,
.

(b) No provision of this Agreement shall be
* 4

construed to create an association, joint venture, partnership,

or impose a partnership duty, obligation or liability, on or

with regard to any of the Parties. Neither Party shall have a

-8-
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right or power to bind any other Party without its written

consent, except as expressly provided in this Agreement.
'

Each Party shall severally bear its Ownership Share of all
'

obligations, including the supply of energy for station use.

,,

when not generated by the Project, and shall severally bear

its Ownership Share of liabilities relating to the Project as

they arise.'

2.05 Until such time as the Project, or any part

thereof, as originally constructed, reconstructed or added to,

is no longer used or useful for the generation of electric

power and energy, or until the end of the period permitted by

applicable law, whichever occurs first, the Parties waive the
.

'

right to partition, whether by partition in kind or sale and

division of the proceeds thereof, and agree that during said,

time they will not resort to any action at law or equity to
partition and further that for said time they waive the benefit

of all laws that may now or hereafter authorize partition of

the properties comprising the Project.

2.06 Each Party and its designees shall have the

right to go upon and into the Project at any time subject to
tne rules and regulations of governmental regulatory bodies

~

. , , ,having jurisdiction thereof, insurance and industrial security
requirements and the necessity of efficient and safe construction

4

and operation of the Project.

2.07 In order to provide unified management of the

Project, Authority authorizes and designates Company, and

_9-
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Company agrees to so act, as its agent to design, construct,

operate and maintain the Project under the terms of this

*

Agreement, and the Parties agree that Company shall have sole

possession and control of the Project for the Parties subject,,

to the provisions of Paragraph 2.06, and shall have sole

authority for the licensing, decommissioning, design, construc-

tion, operation and maintenance of the Project in accordance

with Prudent Utility Practice and in such manner as is required

in the reasonable judgment of Company to obtain the approval

of or comply with the requirements of regulatory agencies having

jurisdiction. The Parties agree that such relationship shall

not be changed except by the written consent of both Parties.
:

2.08 (a) In the licensing, design, construction,

'. operation, maintenance and decommissioning of the Project, each

Party shall act without compensation other than payment or

reimbursement of costs and expenses as provided herein.

(b) Each Party releases the other rarty, its

agents and employees from any claim for loss or damage, includ-

ing consequential loss or damage, arising out of the construction,

operation, maintenance, reconstruction, repair or decommissioning

of the Project due to negligence, but no any claim for loss or

'i, damage resulting from breach of this Agreement or for willful

,
or wanton misconduct. Company, acting for and on behalf of

.

Authority and itself, shall take timely and appropriate legal

action to recover losses from damages resulting from breach of

any other contract relating to the Project, and shall promptly

-10-
oi- n
U L> J 39U



notify Authority of any such breach and anticipated loss
resulting therefor. Not withstanding the foregoing, Company

and Authority acting jointly may initiate and pursue any<

legal actions or proceedings, and enforce any legal or equitable,

rights or claims relating to or affecting the Project as and
when it may be necessary, appropriate or prudent for them so

i

to do.

(c) Any loss, cost, liability, damage and

expense to the Parties or either of them, other than damages

to either Party resulting from loss of use and occupancy of

the Project or any part thereof, arising out of the construction,
operation, maintenance, reconstruction, repair or decommission-

ing of the Project and based upon injury to or death of persons
, or damage to or loss of Project property and property of others,

to the extent not covered by collectible insurance, shall be

charged to Costs of Construction or Costs of Operation, which-
ever may be appropriate.

(d) Each Party to the extent obtainable shall

cause its insurers to waive any rights of subrogation against

the other Party, its agents and employees, for losses, costs,

damages or expenses, arising out of the construction, operation,

maintenance, reconstruction, repair, or decommissioning of the,,

Project.
.

2.09 Prior to the Date of Commercial Operation of

the Project, the Parties shall determine the Plant Real Property
Adjustment. Within a reasonable time after such determination

-11-
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the Parties shall make settlement of any amounts due. In

the event the Parties are unable to arrive at mutually
'

' agreeable values, the Matter shall be submitted to a Project
. Consultant for resolution as provided herein.

3. PROJECT COORDINATION,

3.Q1 At the time of the execution of this Agreement

the Parties shall each appoint by notice in writing to the
other Party a representative and an alternate, who shall be

employees of the Party making the appointments. Changes in

the representative or alternate shall be made by written notice
to the other Party. Notice to an appointed representative

; or alternate shall be deemed to be notice to the Party repre-
sented by him.

i

3.02 Company shall keep Authority informed of all

significant Matters with respect to licensing, design, con-

struction, operation, maintenance and decommissioning of the

Project (including plans, specifications, engineering studies,

environmental reports, budgets and supporting data, fuel plans,
staffing and maintenance programs and schedules) and, when

practicable, shall furnish such information in time for Authority
to submit comments and recommendations thereon before decisions

%

are made, 'and shall confer with Authority as and whenever needs
'

arise. Company shall give due consideration to comments and,

recommendations made by Authority. Company shall furnish or

make available any and all other information relating to any
aspect of the Project upon request of Authority.

-12-
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3.03 Nothing contained in this Section 3 shall in

any manner diminish the authority, possession and control of
'

'

Company as set forth in Paragraph 2.07.

" 4. RESOLUTION OF DISAGREEMENTS

4.01 If Company and Authority cannot agree on any

Matter which under the terms of this Agreement requires

mutual cons'ent of the Parties a Project Consultant will be

appointed to settle the disagreement. In the absence of an

agreement as to the selection of a Project Consultant, either

Party may request the Chief Judge of the United States District

Court for the District of South Carolina to appoint a Project
Consultant.

.

4.02 The Project Consultant shall consider all written
.

arguments and factual materials which have been submitted to

it by the Parties within 30 days following its appointment,
and as promptly as possible make a written determination as to

whether any Matter referred to it would or would not have been

consistent with Prudent Utility Practice. If the Project

Consultant determines that the Matter referred to it was not
consistent with Prudent Utility Practice, it shall at the same

time recommend what would under the same circumstances have met
''

'3uch test.

4.03 Matters found by the Project Consultant to be,

consistent with Prudent Utility Practice shall become immediately

effective and Authority shall be obligated to expend funds for
its Ownership Share of the increased cost, if any. Subject to

-13-
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Paragraph 4.05, Matters found by the Project Consultant to

be inconsistent with Prudent Utility Practice shall be modified

to conform to recommendations of the Project Consultant or as

; the Parties may otherwise agree, and shall become effective

when so modified.

4.04 Company shall have the right, but not the duty,
i

to proceed with Matters which have been disapproved by

Authority; provided, however, if Company takes such action cn

a disapproved Matter and if the determination made by the

Project Consultant is that such Matter was not consistent with

Prudent Utility Practice, then Company shall bear the net

increase in the Costs of Construction or Costs of Operation of
.

such action to the extent it was inconsistent with what the

'. Project Consultant determined would under such circumstances

have met such tests.

4.05 Hotwithstanding other provisions of this
,

Section 4 whenever a Matter has been referred to the Project

Consultant and Company determines that the other position or

positions would create an immediate danger to the safe operation

of the Project or when in the reasonable judgment of Company

necessary to obtain the approval of or to comply with require-

., ments of governmental agencies having jurisdiction, Company

may proceed in accordance with Company's position with respect
,

to such Matters until such Matter has been resolved by the

Project Consultant. Whenever the Project Consultant has recom-

mended a course of action which the Company determines would

-14-
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create a danger to the safety of the Project or would violate

regulatory requirements of any governmental agency having

jurisdiction of the Project, Company may nevertheless proceed
- in accordance with Company's position subject to a suitable

financial adjustment.

4.06 The cost of employing the Project Concultant
i

shall be shared equally by the Parties.

5. CONSTRUCTION AND LICENSING

5.01 Company, acting for itself and as agent for

Authority, shall take whatever action is necessary or appro-
priate to seek and obtain all licenses, permits and other

rights and regulatory approvals necessary to construction and,

operation of the Project.
,

5.02 Company shall prosecute construction of the

Project in accordance with Prudent Utility Practice and plans

and specifications for the Project prepared or approved by
the Project Architect-Engineer. Company shall use its best

efforts to achieve the Date of Commercial Operation during
the second quarter of calendar year 1978, but shall not be

responsible for delays which are beyond its control, as pro-

vided for in Section 17, or for delays resulting from the
i.

regulatory process.

5.v3 Company shall, as a matter of normal practice,.

award separa'..e contracts for readily separable parts of the

-15-
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work to the extent consistent with the construction of the

Project at the least overall cost, high quality and the re-

quirements of governmental agencies having jurisdiction.

Construction contracts may be lump sum, unit price, and, when-.

,

ever deemed prudent by Company, may be negotiated, and may

also contain incentive and liquidated damages clauses. As a
'

matter of policy, Company shall request bids from qualified

contractors and award contracts af ter appropriate evaluation

and review to the lowest evaluated bidder unless there are

substantial reasons for deviating from that policy in a par-

ticular case. All bids, contracts and related documents shall

be made available to Authority as information; provided, however,

that the award of any contract in excess of $600,000.00, and

any change order which would increase a contract price by an.

amount in excess of $200,000.00, shall be subject to the

approval of Authority.

5.04 Any and all licenses, permi ts , approvals, con-

tracts, obligations and commitments obtained, made and entered

$nto or incurred by Company prior to the effective date of

this Agreement in connection with the acquisition and construc-

tion of the Project are hereby ratified and approved by Authority.

A list of licenses , permits, approvals, contracts, obligations..

and commitments and the amounts expended and committed therefor,
.

prior to the effective date of this Agreement is attached hereto as

Exhibit III and made a part hereof.

-16-
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6. REIMBURSEMENT FOR COSTS

6.01 Within three (3) days after the date of delivery
'

to the initial purchasers of Authority's revenue bonds sold to
'

. finance its Ownership Share, Authority shall make an initial
,

payment to Company on account of its Ownership Share of all

Costs of Construction paid by Company to the effective date

of this Agreement. Company shall prepare an initial statement

reflecting an estimate of all Cos ts of Construction paid by

Company to the date of such statement. Authority shall

promptly pay its ownership Share of the amount set forth on

the initial statement. As soon as practical thereafter,

Company chall prepare a final statement setting forth a final

detailed accounting of all Costs of Cons truction paid by

Company to the date of the initial payment and Authority shall.

promptly make a final payment, or Company shall reimburse

Authority, in an amount equal to the Authority's Ownership

Share of the difference between the initial statement and the
final statement. The initial and final statements shall include

an mnount for interest computed at the '. ate of 8% per annum or.

a 365-day basis on all payments for Costs of Construction made

by Company to the date of the initial payment by Authority.

Thereafter each Party shall pay when due its ownership Share,,

of Costs of Construction and Costs of Operation.
.

6.02 Each Party shall pay to the other Party its

Ownership Share of Costs of Construction expended for the

benefit of the Project by such other Party after the effective
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date of this Agreement for, among other things: (a) Labor

Costs, (b) Other Costs of Construction including, without

limiting the generality of the foregoing, equipment, insurance,

licensing fees, materials, supplies, travel, construction,

power, and (c) administrative and general costs chargeable

to the Project.

6.d3 Each party shall pay to the other Party'its

Ownership Share of Costs of Operation expended for the benefit

of the Project by such other Party after the effective date

of this Agreement for, among other things: (a) Labor Costs,

(b) other operating costs including, without limiting the

generality of the foregoing, equipment, insurance, licensing

fees, materials, supplies, and travel, and (c) administrative

and general costs char geable to the Project.

7. CONSTRUCTION BUDGET

7.01 An initial budget of the amounts expended or

expected to be expended for specific items of Costs of

Construction in each month during the period July 1973 through

June 1974 and for each 6-month period thereafter to the com-

pletion of construction as determined by Company is attached

hereto as Exhibit IV and is hereby approved.
..

7.02 By January 1 and July 1 of each year until com-

pletion of construction, Company shall provide Authority an-

annual construction budget (subject to approval by the Company's

Board of Directors) supported by detail adequate for the purpose

-: d -
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of comprehensive review, describing the items of Costs of

Construction and of the amounts expected to be expended there-
.

~

for in each month during the next 12-month period and in

; 6-month periods thereafter to the completion of construction.

Authority shall, within 30 days after receipt of such budget,

indicate its approval or disapproval of the budget or any

part thereof and may submit to Company any comments or

recommendations it deems appropriate. Construction budgets

shall be changed by Company from time to time during a calendar

year as necessary to reflect substantial changes in construction

schedules, plans, specifications or costs, and when so changed

shall be submitted similarly to Authority, and action to ap-

prove or disapprove shall be taken by Authority within 15 days

of receipt thereof..

8. CONSTRUCTION PAYMENTS

8.01 Not later than the fifth working day of each

month Company shall furnish Authority an estimate of Costs of

Construction expected to be paid during the following calendar

month together with Company's approximate schedule of payments

of such cost, and will from time to time as appropriate advise

Authority of any changes in such estimates or schedules.
.

8.02 Company shall pay all Costs of Construction
'

and prior to the close of business on each werking day, chall-

notify Authority of the total of such payments made that day

and of any significant changes in Company's schedule or estimate

-19-
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furnished pursuant to Paragraph 8.01. Not earlier than

12:00 noon of the next workday following such payments,
'

'

Company shall draft Authority's Construction Disbursing

. Account for Authority's Ownership Share of such payments sub-
,

ject to Paragraph 6.02. Company shall furnish Authority

complete supporting data including accounts distribution as
i

soon as practicable.

9. OPERATION

9.01 Company shall operate and maintain the Project

in accordance with Prudent Utility Practice and in such manner

as i', required in the reasonable judgment of the Company to

obtain and maintain the approval of or to comply with the,

requirements of governmental agencies having jurisdiction.

9.02 Subject to Paragraph 9.01 and to the provisions

of Section 13, Company shall operate and maintain the Project

so as to produce the amounts of energy scheduled by the Parties

within their respective Ownership Shares of the output of the

Generating Plant.

10. OPERATING BUDGETS

10.01 For purposes of this Section 10, Contract

Year shall be the twelve-month period beginning July 1 and,,

ending June 30 except that the first Contract Year shall be
.

the period beginning on the Date of Commercial Operation and

ending the next sucmeeding June 30.

10.02 At least two (2) months prior to the expected

-20-
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Date of Commercial Operation, Company shall provide Authority

a budget of the Costs of Operation, except Fuel costs, but
~

including administrative and general expenses relating to*

. operation and Fuel, for each month from the expected Data of
,

Commercial Operation to the end of the first Contract Year.

Thereafter, o: 3r before June 1 of each year, Company shall

provide Authority a similar operating budget for the next suc-

ceeding Contract Year. Each operating budget shall be supported

by detail adequate to allow Authority's detailed review and

shall show, among other things, staffing allocations and Company
services. Authority shall indicate its approval or disapproval

of the proposed operating budget or any part thereof within

30 days after receipt.

, 10.03 The effective operating budget shall be revised

semi-annually and also shall be changed from time to time:

(a) to include costs occasioned by an emergency, (b) to pro-

vide for repairs, renewals- replacements or additions necessary

to achieve and maintain design capacity and energy capability
and (c) to provide for expenditures which in the reasonable

judgment of Company are necessary to obtain the approval of or

to comply with the requirements of governmental agencies having

jurisdiction or an expenditure required by Section 18. Promptly,

after the semi-annual revision or the occurrence of any of the
.

abo /c events and promptly after the occurrence of other cir-

cumstances requiring the expenditure of funds not contemplated

in the effective operating budget, Company shall provide a

-21-
7 - ,I

,_

);ie J



revised operating budget to Authority. Costs incurred by

Company in the exercise of Prudent Utility Practice prior
'

*

to the time a revised operating budget becomes effective

. shall be added as incurred to the amounts due under the
,

operating budget. Authority shall indicate its approval or

disapproval of the revised operating budget or any part
i

thereof within fifteen days after receipt.

11. OPERATING PAYMENTS

11.01 Company agrees to make payment of all Costs

of Operation and Authority upon notice shall promptly reim-

burse Company for Authority's ownership Share of such costs

subject to the provisions of Paragraph 6.03.

11.02 Not later than the next to the last working
.

day of each month and at such other times as is practicable

Company shall notify Authority of any significant changes in

Costs of Operation expected to be paid in the following month.
11.03 Company will notify Authority one (1) working

day prior to anticipated payment of Costs of Operation and of

the amount of money required to make such payment. Authority

will transfer to company's account in a bank mutually agreed

upon sufficient moneys to cover Authority's Ownership Chare
,

of such Costs of Operation. Company shall furnish Authority

complete supporting data, including accounts distribution, as,

soon as practicable.
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12. FUEL

12.01 Unless otherwise agreed by the Parties, all

I costs, obligations, liabilities, credits and recoveries in-

. curred or realized with respect to Fuel including without
_

limitation, cost of nuclear Fuel materials (including costs

associated therewith while in the process of refinement,

conversion,, enrichment and fabrication into nuclear Fuel

assemblies), insurance when outside the Project, shipping,
service charges from any supplier, nuclear assemblies in

stock and the estimated costs associated with shipping, re-

processing, reconversion of spent Fuel, disposal and the

estimated net value of recovered fissionable material and Fuel
'

by-products, but excluding any amounts for interest, deprecia-
- tion or amortization (Cost of Fuel) , shall be shared in

proportion to the respective Ownership Shares and adjusted as

appropriate and equitable in proportion to the respective
usages of such Fuel.

12.02 Company and Authority shall each pay or cause

to be paid when due its ownership Share of the Cost of Fuel

as determined by Company in accordance with the Fuel Plan

(hereinafter defined).
12.03 Each Party shall have the right to make what-,

ever arrangements it may desire, whether by lease, security
.

transaction or otherwise, for the discharge of its Fuel payment
obligations so long as such arrangements do not impair the
rights of the other Party. Such arrangements shall be subject

.
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to change as desired by company or Authority until the end

of the Project.
'

12.04 Company, in consultation with Authority,'

shall conduct a continuing Fuel management program, appropriate.
,

to the Project, utilizing necessary consulting services and

scientific and core design information. As part of the Fue!
i

program, detailed Fuel Plans will be developed. Each Fuel

Plan shall be submitted to Authority for its concurrence.

12.05 At least 90 days in c1vance of the initial

payment for Fuel and thereafter annually on or before June 1

of each year, Company shall submit to Authority a Fuel Plan

which shall describe all contemplated actions, payments and
'

dates thereof, core usage, core design burnup, estimated

fueling dates, cash flow analysis of forecasted expenditures,

and credits for each Party for each major component of the

Fuel cycle by monchs for the period of the Fuel Plan (Fuel

Plan). Company shall amend the Fuel Plan as reasonably re-

quired to reflect changes in conditions and shall submit such

amended Fuel Plan to Authority for its concurrence.

12.06 Authority shall furnish to Company, as requested,

forecasts of its generation requirements from the Project.

Company shall use such forecasts together with forecasts cf.

its generation requirements from the Project in preparing each
n

Fuel Plan.

12.07 Company shall arrange for Fuel in amounts so

that each Party may utilize its Ownership Share of the capacity
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and energy from the Project as provided for in Paragraph 12.06.

12.08 Company shall, unless otherwise agreed, pre-
~

pare monthly operating records, based, as appropriate, upon-

, measured or estimated quantities which shall contain, with

other details to be agreed upon: (a) thermal energy consumed

and not kilowatt-hours delivered (hourly and daily) to each
'

i

Party during the preceding month, (b) cumulative thermal

energy contur.ied and net kilowatt-hours delivered to each

Party from the last fueling date, (c) thermal energy and

kilowatt-hours available to each Party until the next scheduled

fueling, and (d) cost por kilowatt-hours delivered to each

Party during the preceding month and estimated cost per kilowatt-
'

hours until next scheduled fueling, which will be determined

; from estimates of plant factor, thermal energy usage, and the
appropriate Cost of Fuel. Company shall consult with Authority

regarding such records and make revisions as appropriate.
12.09 At the time of each fueling, Company and

Authority shall mutually determine: (a) the next forecasted

fueling date; (b) the kilowatt-hours of not electrical energy
and units of thermal energy available to each Party to the
next forecasted fueling date; and (c) the estimated costs per

kilowatt-hour and unit of thermal energy until the next fueling.

date, and shall periodically review such determinations and
'

agree upon revisions as are deened necessary.

12.10 Each Party's forecasted energy requirements

shall equal as nearly as practicable such Party's Ownership

-25-
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Share.

12.11 After reprocessing of Fuel removed from the

.' core, and settlement therefor, the Company shall make a

final accounting of all costs, payments and energy allocable:
to each Party including any provisional settlements made.

Such final accounting shall stipulate any credits or deficits
i

with regard to either Party, and shall be subject to approval
by Authority.

12.12 Test or experimental Fuel may be incorporated

in the Project only with the mutual consent of the Parties.

12.13 The Company shall keep an hou*ly record

charging to each Party the kilowatt-hours of electric energy
'' delivered to each such Party during the month and cumulative

from the time of the most recent fueling, and the thermal,

energy to which such Party is entitled. When either Party's

electrical energy or thermal energy usage equals that Party's

ownership Share estimated to be available as determined pur-

suant to Paragraph 12.09, such Party shall become the deficient
Party. Unless such deficient Party has made arrangements with

the other Party pursuant to Paragraph 13.08 it shall (1) make

arrangements for delivering of alternative capacity and energy
to the other Party in amounts which would make available to

,

such other Party capacity and energy at least equal to the
.

*

amount of Output which such other Party would otherwise have

been entitled to receive but for the deficient Party or
(2) make such other arrangements acceptable to the other Party
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as would under the circumstances result in an equitabic

adjustment between the Parties.

*
.

13. SCHEDULING OF PROJECT OUTPUT
'

13.01 Each Party shall be entitled to receive as-

scheduled all or any part of its ownership Share of the Output

of the Generating Plant.

13.02 Company shall be responsible for the schedul-

ing and dispatching of capacity and energy available from the

Generating Plant to give effect to the provisions of this

Agreement.

13.03 Each Party will schedule capacity and energy

to adhere as closely as practicable to the energy to which it
,

is entitled pursuant to Section 12.
,

'

13.04 Company and Authority mutually agree to change

schedules of the delivery of capacity and energy from the

Project as appropriate to insure to the extent practicable that

each Party receives its Ownership Share of the Minimum Capability

of the Generating Plant to the next scheduled fueling date.

13.05 Authority shall report its hourly schedule for

the following day to Company by 4 o' clock p.m. each day, except

that the schedule for holidays, Saturdays and Sundays, and for
'

the day following such days shall be submitted by 4 o' clock p.m.

, of the preceding workday; provided, however, that Authority

shall have the right to change its schedule on shorter notice

to reflect changes in its :cquirements.
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13.06 Should the changes in the level of operation

of the Generating Plant requested by the Parties require a
'

rate of change in excess of that determined by Company,-

recommended by the manufacturers or prescribed in the AEC,

Operating License, whichever is lower, the Party whose

scheduled rate of change is in excess of its ownership Share

of such prqscribed or recommended change shall be limited

proportionately so that the total rate of change is maintained
within allowable limits.

13.07 Company shall notify Authority if fulfilling

the requested schedules would require operation of the

Generating Plant below Minimum Capability. The Parties shall

schedule their respective Ownership Shares of such Minimum

Capability, unless other arrangements are agreed to by the
Parties.

13.08 If a Party schedules less than its ownership

Share of Output the other Party may schedule the remaining

Output or any portion thereof until called for by the Party
and appropriate adjustments or payments will be made as agreed
to by the Parties. This provision does not in any way alter

the provisions of Section 12.

13.09 Company, with the concurrence of Authority,,

shall schedule Generating Plant outages, other than emergency
,

'

outages, and notify Authority as to the time and duration

thereof as far in advance as practicable. No twi ths tanding

the foregoing, Company may shut the Generating Plant down,
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reduce power or take other appropriate action which in the

reasonable judgment of tne Company is necessary to obtain
'

the approval of or comply with the requirements of govern--

mental agencies having jurisdiction, or to insure safety to
persons or property.

13.10 When testing of plant facilities requires

generation, each Party shall make provisions for acceptance

of its Ownership Share of such generation unless other

arrangements are agreed to by Parties. Company shall notify

Authority of test schedules as far in advance as practicabic.
13.11 During any hour in which the Project generates

less than its station use and losses to the high-voltage

terminals of the Project Substation, Company shall notify
., Authority and Authority shall deliver its Ownership Share of

needed energy to the Project unless other arrangements are
agreed to by Parties.

14. DELIVERY OF PROJECT OUTPUT

14.01 Each Party shall bear all costs of acquiring
and installing its 230 KV transmission lines and switching
facilities for connecting its transmission system to the
Project Substation or other mutually agreed to interconnection

'

points to provide for delivery of Project Output.
14.02 Electric capacity and energy scheduled by,

,

Authority from the Project shall be delivered and measured

over interconnections now or hereafter existing between the

-29-
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Parties' systems as mutually agreed to, or over interconnections

with others .

~

14.03 The Parties shall equitably compensate each-

, other for losses incurred in effecting the delivery of Project

Output. Such losses shall be determined by appropriate joint

studies.
=

14.04 Company shall not deliver an unreasonable

amount of kilovars from the Project when to do so might intro-

duce objectionable operating conditions on Authority's or
Company's system.

14.05 Each Party shall operate its system in such

a manner as to make the actual net deliveries of capacity and
'

energy as nearly equa? as practicable to the net scheduled

deliveries. Any difference between net scheduled and actual,

net deliveries shall be accounted for and settled according

to established procedures for interconnected system operation
as approved by the Parties.

14.06 Each Party at its own expense shall maintain

in good condition its interconnection facilities located at

the Project or arrange for compensating payment for such

maintenance as may be performed by the other Party pursuant

, to arrangements mutually agreed to.

14.07 The Parties shall coordinate their transmis-
s

'

sion line maintenance schedules so as not to jeopardize the

reliability of the Project Output and so as not to place an
undue burden on the system of either Party.
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14.03 Metering of electric capacity and energy
delivered to Authority from Project shall be measured at all

~

interconnections between Company and Authority by metering-

, equipment as may be necessary to measure accurately the

electric capacity and energy to be furnished hereunder. Said

interconnection metering equipment shall be kept accurate
within one fl%) percent. All metering instruments pertaining

to billing shall be sealed and shall be opened only in the

presence of an authorized representative of each Party hereto

and all such instruments shall be tested by such representatives

at intervals agreed upon or upon request of either Party. If,

as a result of such test, any instrument shall be found to be
'

inaccurate by more than one (1%) percent, it shall be restored

to a condition of accuracy satisfactory to such representatives

or replaced by a new instrument or instruments satisfactory to
such representatives. If the inaccuracy of any instrument

exceeds one (1%) percent, then the readings of such instrument

previously taken, and all charges based thereon, shall be cor-

rected on the basis of said test, but not for more than thirty
(30) days prior to the date of test nor prior to the date

within such thirty (30) days upon which,such meters have been

proven or agreed to be accurate. Representatives of Authority.,

and Company shall at all times have access to premises of
.

'

Company and Authority for the purpose of inspection or main-

tenance of such interconnection metering equipment of Company
and Authority. Authority or Company shall have the right to

} { 6[) {} } }-31-



test such instruments for accuracy at reasonable intervals.

If either Party shall at any time discover that any instrument
'

registers inaccurately, or fails to register, then such Party-

, shall notily the other Party. In the event of failure or
.

inaccuracy of an instrument, the amount of electric capacity
and energy furnished during the period of such failure or

inaccuracy shall be determined as agreed to by the Parties.

15. ACCOUNTING

15.01 Company shall keep separate, complete and

accurate account of all receipts and expenditures of Costs

of Construction and Costs of Operation. Each of the Parties
shall keep complete and accurate accounts of all costs in-

curred by it for which it is to be reimbursed as a Costs of

Construction or Costs of Operation as appropriate.
15.02 All accounts shall be kept in accordance with

or so as to permit conversion to the Uniform System of Accounts.

The allocation of costs by Company between Costs of Construction

and Costs of Operation pursuant to this Agreement shall be

binding on the Parties for purposes of this Agreement, but the

manner in which accounts are kept pursuant to this Agreement

is not intended to be determinative of the manner in which they
''

are treated in the separate books of account of the Parties.

,
15.03 Authority shall have the right at any reaconable.

time to examine the separate books of account relating to the
Project k :jedge Company pursuant to this Section Fif teen and b3 examine

jn/' V. U '7iUU9
-
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and copy all plans, specifications, bids and contracts relating
to the Project. Each Party shall have the right to examine the

books of account and all supporting data and documents relating.-

to amounts for which the other Party is to be reimbursed. The
;

measure of the acceptability of the amounts for which a Party
is to be reimbursed shall be Prudent Utility Practice. Either

Party shalf have the right to challenge any of the amounts for

which the other Party has maf.e payment, and if the Parties

cannot agree on the amounts so challenged, the Matter shall be

referred to a Project Consultant.

15.04 Company shall cause all accounts to be audited

by a firm of independent Certified Public Accountants of

national reputation acceptable to both Parties and regulatory'

agencies at approximately annual intervals and when such ac-

counts are closed. Copies of such audits shall be supplied to
'

Authority.

16. INSURANCE

Company shall maintain in force, for the benefit of

the Parties as their interest chall appear, as Costs of

Construction or Costs of Operation as appropriate, such in-

surance as Company and Authority may agree upon, but not less

than will satisfy the requirements of the Atomic Energy Act*

of 1954, as amended, and AEC Regulations thereunder, and con-

form to Prudent Utility Practice. Company shall keep Authority

informed as to the status of insurance in force and if it does
so, Company shall not be liable for any failure to insure or

c ,
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inadequacy of coverage. The Authority may request additional

insurance to the extent available, and Company shall purchase
.' such requested insurance at the expense of Authority. The

proceeds from such requested insurance shall be disbursed as
,

.

directed by Authority. If an additional unit or generating

project is proposed for the site of the Project, Company may
i

cause the insurance on the Project to be extended to such

unit or generating project, and in such case shall make ap-

propriate premium adjustments as agreed to by the Parties.

17. UNCONTROLLABLE FORCES

Neither Party hereto shall be in default in perfor-

mance of any obligation hereunder, except the payment of

monies, if such failure of performance is due to causes which
'

such Party could not have reasonably been expected to avoid.

18. DAMAGE TO PROJECT

18.01 If the Project suffers damage resulting from

causes other than ordinary wear, tear or deterioration to the

extent that Company's estimate of the cost of repair, as agreed
to by Aut ~rity, is twenty-five (25%) percent or less of the

depreciated value of the Project prior to the damage, and does

not exceed available insurance proceeds by $5,000,000.00 or
.

more, and if the Parties do not agree that the Project shall
'

be ended pursuant to Section 24, Company shall promptly sub-'

mit to Authority a revised construction or operating budget,
as appropriate. Company shall then proceed to repair the

-34-
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() Project and each Party shall pay as budgeted its ownership

Share of the cost of such repair.

-- 18.02 If Company's estimate of the cost of repair

exceeds twenty-five (25%) percent of the depreciated value
:

of the Project, or if the estimated cost of repair exceeds

the available proceeds of insurance by $5,000,000.00 or more,
i

the Parties shall determine the estimated fair market value
of the Project if it is then terminated without repair. If,

within ninety (90) days thereafter, the Parties do not mutually
agree that the Project shall be repaired as provided in

Paragraph 18.01, each Party shall become entitled to it;

Ownership Share of available insurance proceeds and the Pe.rty

desiring such repair shall have the option to either (a) pur-'

chase the other Party's Ownership Share of the oject by,

paying to the otner Party its Ownership Shart of the estimated

value of the Project without repair, or (b) paying the full

amount of the cost of repair, in which latter case the ownership
Share of the Party not desiring repair shall be reduced at the

end of each month to the extent determined by the following
formula:

S S ( V )"
r o

(V + C)
'

where:

. V = Estimated fair market value of the Froject if
it is terminated without repair.

C = Actual expenditures for repair.

S = Ownership Share prior to loss.o
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S = Reduced Ownership Share.r

18.^^ Any change in the Parties' Ownership Shares

resulting fr. Paragraph 18.02 shall be subject to necessary
'

.

,

regulatory approvals.
.

19. DEFAULT

19.01 Upon failure of either Party hereto to make

any payment when due or perform any obligation of any owner

herein, the other Party may make written demand upon said

Party, and if said failure is not cured within 60 days from

the date of such demand it shall at the expiration of such

period constitute a default. A Party in default chall have

no right to the output of the Project or to exercise any
.

other right of a Party. In such event the defaulting Party's
' Ownership Share of capacity and energy may be sold during the

period of the default for the benefit of the defaulting Party
and the proceeds applied to the amounts owed by such defaulting
Party. If a Party in good faith disputes the existence or

extent of such failure, it shall within said 60-day period

make such payment or perform such obligation under written

protest directed to the other Party. Such dispute shall be

submitted to a Project Consultant who shall determine the extent

of the obligation of the Party disputing such failure and any"

payments shall be adjusted accordingly. Payments not made when,

due may be advanced by the other Party and, if so advanced,

shall bear interest, until paid, at the rate of eight (8%)

percent per annum or the highest lawful rate, whichever is

}Ubh bbb-36-
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&
is lower. Notwithstanding any of the provisions of this Section

19, if Company is the Party in default, Company shall continue
'

to operate the Project in accordance with Prudent Utility.

Practice.
:

19.02 If the default results from non payment of

capital costs, as def'.ned in the Uniform System of Accounus,

and continues for a period of four months, the defaulting
Party shall afford the othe_ Party the right (but such other

Party shall not have the obligation) for an additional period

of two months by notice in writing, to undertake the payment

of such capital costs in full and the Ownership Share of the

Parties shall be adjusted as determined by the following
'

formula:

S ( V )S =
r o,

(V + A)

where:

V = Estimated fair value of Project without the
capital addition assignable to non-payment.

A = Capital addition assignable to non payment
plus interest thereon.

S = Ownership Share prior to default.o

S = Reduced Ownership Share.r

19.03 Any change in the Parties ' Ownership Shares
'

resulting from Paragraph 19.02 shall be subject to necessary

., regulatory approval.

19.04 In addition to the rights granted in this

Section 19, any non-defaulting Party may take any action, in

n-
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law or equity, to enforce this Agrecment and to recover for

any loss or damage, including attorney's fees and collection

~

costs, incurred by reason of such default.-

; 20. ELECTIVE CAPITAL ADDITIONS

Renewals and replacements not necessary to assure

design capability, and betterments and additions to the

Project which in the reasonable judgment of Company are not

required to obtain the anproval of or comply with requirements

of governmental agencies, shall be made after the Date of

Commercial Operation only upon agreement between the Parties;

provided, however, that Company may make such additions at

its own expense.
,

21. ADDITIONAL FACILITIES.,

21.01 If Company determines to construct addi*.ional

nuclear generating facilities on Plant Real Property, Authority

shall have the right to become a joint owner thereof with

Company in the same proportion as its Ownership Share set forth

in Paragraph 2.01 hereof. The terme and conditions of such

joint ownership shall be in accordance with the provisions of

this Agreement as the same may be appropriately modified,

amended or supplemented with the mutual consent of the Parties
,

to reflect such joint ownership.
.

'

21.02 Company shall furnish Authority copies of

pertinent studies relating to the construction of such ad-

ditional facilities as soon as such studies b2come available,
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__

and as soon as practicable shall notify Authority in writing

of its determination to construct such additional facilities.
/ The notice shall specify a period of time, but not less than

ninety (90) days, within which Authority shall indicate whether
;

it desires to become such a joint owner.

21.03 If Authority elects not to become a joint

owner of such additional nuclear generating facilities, in

consideration of Authority's right to participate in such
facilities granted in Paragraphs 21.01 and 21.02 and to the

extent that it lawfully may do so, it shall grant to Company
all easements, licenses, permits and other rights and interests

required by Company to enable it to construct, operate and

maintain such additional facilities and Compt shall bear all
i

costs of such construction, operation and maintenance, includ-

ing any increased Costs of Construction ;r Costs of Operation
resulting therefre a, and shalk pay or agree to pay any costs

incurred by Authority by reason of the relocation or modifi-

cation of Project facilities. In addition to the foregoing, -

Company shall, to the extent utot it uses Project personnel or '

Project facilities, except easement rights, in connection with

the construction, operation or maintenance of such additional

facilities, allocate such joint use and costs associated therewith
,

fairly between the Project and such additional facilities so
'

that Costs of Construction or Costs of Operation, as appropriate,'

may be reduced accordingly.

21.04 If Company determines to construct non-nuclear

nql009 Oui
-
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electrical facilities on Plant Real Property, in consideration

of Authority's right to participate in additional nuclear

generating facilities granted in Paragraphs 21.01 and 21.02*'
,

and to the extent that it may lawfully do so, Authority shall
:

grant to Company all easements, licenses, permits and other

rights and interests required by Company to enable it to construct,

operate and maintain suc' facilities and Company shall bear all

costs, including any increased Costs of Construction or Costs

of Operation resulting therefrom, and shall pay or agree to pay

any costs incurred by Authority by reason of the relocation or

modification of Project facilities. In addition to the fore-

going, Company shall, to the extent that it uses Project personnel
o

or Project facilities, except easement rights, in connection with"

the construction, operation or maintenance of such non-nucleary

electrical facilities, allocate such joint use and costs as-

sociated therewith fairly between the Project and the non-nuclear

electrical facilities so that Costs of Construction or Costs of
Operation, as appropriate, may be reduced accordingl:-

22. ASSIGNMENTS

22.01 This Agreement shall be binding upon and shall

inure to the benefit of successors ar.d assigns of the Parties;

'

provided, however, that no trarsfer or assignment of other

than all of a Party's interest in the Project and under this.,

Agreement to a single entity shall operate to give the assignee

or transferee the status or rights of a " Party" hereunder.

Except as provided in Sections 18 and 19 of this Agreement, the

1065 0|0-40-



undivided interest (or a portion thereof) of either Party in

the Project under this Agreement may be transferred and assigned

'' as set out below but not otherwise;

(a) To any mortgagee, trustee, or secured
,

.

party, as security for bonds or other indebtedness of such

Party, present or future; and such mortgagee, trustee or

secured party may realize upon such security in foreclosure

or other suitable proceedings, and succeed to all right, title

and interests of such Party;

(b) To any corporation or other entity acquir-

ing all or substantially all the property of the Party making
the transfer;

''

(c) To any corporation or entity into which

or with which the Party making the transfer may be merged or
consolidated;

(d) To any corporation or entity, t e stock

or ownership of which is wholly owned by the Party making the
trans fer;

(e) To any corporation or entity in a single

transaction constituting a sale and lease back to the trans-

feror or assignor.

22.02 Transfer or assignment shall not relieve a,_

Party of any obligation hereunder except to the extent agreed
*

.

to in writing by the Parties and shall be subje7t to the ap-
provals of governmental agencies having jurisdiction.

-41-
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23. TRAINING

(a) Company shall carry out a familiarization

and training program to maintain adequate stEffing, engineering..

and operation of the Project and the expenses thereof shall be
:

part of the Costs of Construction or Costs of Operation as
apst priate.

i

(b) Each Party shall be entitled within the

limits of operating efficiency and safety requirements to use

of the facilities of the Project for the training of its own
employees for staffing of other nuclear facilities or the
engineering and operation thereof. Any increase in the Costs

of Construction or the Costs of Operation resulting from such
training shall be borne by the Party employing such trainees.t

-

24. END OF PROJECT

When the Generating Plant can no longer be made

capable, consistent with Prudent Utility Practice, of pro-
ducing electricity, or is not licensable by the AEC, or when

the Project is ended pursuant to Section 18, Company shall

sell for removal all saleable parts of the Project to the
highest bidders; provided, however, that the Plant Real

.

Property shall revert to Company upon payment by Company to

Authority of Authority's ownership Share of such Plant Real'

Property. After deducting a.'.1 costs of ending the Project,
,

including, without limiting the generality of the foregoing,
the cost of decommissioning to meet all requirements of

Federal, State or local law relating to the safe deactivation

1055 0i2~42-



of the plant, Company shal3 distribute to each Party its

ownership Share of any net proceeds, including the value of

the Plant Real Property as determined by agreement of Company,-

and Authority, or in the absence of such agreemeat, by the
:

Project Consultant. In the event such costs of ending the

Project exceed available funds, each Party shall pay its

Ownership Share of such excess as incurred.
t

25. PERSONAL COVENANTS AND LIMITATION AGAINST ALIENATION

25.01 Except for the Parties' mutual waiver of the

right to partition set forth in Section 2, all of the covenants

and conditions herein shall be personal to the respective

Parties and not covenants ru'ning with the land and shall be
i

binding upon any person or entity acquiring any right, title
'

or interest of any Party in or to the Project or under this

Agreement, by assignment or in any other way.

25.02 If the duration of any term or condition of

this Agreement shall be subject to the rule against restrictions
on alienation or to a similar or related rule, then the ef-

fectiveness of such term or condition shall not extend beyond:
(a) the naximum period of time permitted under such rule, or

(b) the specific applicable period of time expressed in this
Agreement, whichever is shorter. For purposes of applying the

'

rule against restrictions on alienation, or any similar or
.

related rule, the measuring lives in being shall be those of

the officers and members of the Board of Directors of Company

-43-
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listed by name in Exhibit V, entitled " Directory of Officials

of Company," together with all such listed persons ' children

who are living on the date of execution of this Agreement.,
,

As used in this paragraph, the word " children" shall have its
.
'

generally accepted meaning of descendants of the first degree.

26. PROPRIETARY INFORMATION

All information made available to Authority by Company

here'inder shall be subject to any applicable restrictions on

disclosure of proprietary information.

27. MISCELLANEOUS

27.01 Counterparts. This Agreement may be simul-

taneously executed in several counterparts and all suchi

counterparts executed and delivered, each as an original, shall

constitute but one and the same instrument. Upon proof of any

original counterpart, it shall not be necessary to prove any

other counterpart.

27.02 Fu-ther Assurances. A Party will promptly and

duly execute and deliver to the other Party such documents and

assurances and take such other further action as a Party may

from time to time reasonably request of the other Party in

order:
'l

(a) to carry out more effectively the in'ent

and purpose of this Agreement, or
'

-

(b) to establish and protect the rights and

remedies created or intended to be created in favor of either

-44- 1o/
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Party hereunder, or

(c) as may be reasonably necessary and con-

venient in the conduct of a Party's business affairs..-

27.03 Captions. The captions of the various sections
:

and paragraphs herein are intended for conveniance or reference

only and shall not define or limit any of the terms or pro-

visions hereof.'

27.04 Governing Laws. This Agreement shall in all

respects be governed by and construed in accordance with the

laws of the State of South Carolina including all matters of

construction, 7alidity and performance. o

27.05 Amendment. Neither this Agreement nor any

terns hereof may be terminated, amended, supplunented, waivede

or modified except by an instrument in writing signed by the
,

Party against which the enforcement of the termination, amendment,

supplement, waiver or modification is sought.

27.06 Succession. All covenants and agreements con-

tained in this Agreement shall be binding upon, and inure to

the benefit of, the Parties and their respective successors

and assigns, subject however to the requirements of Section 22.

28. EFFECTIVE DATE OF AGREEMENT

This Agreement shall become effective upon delivery'

by Authority of the initial payment set forth in Paragraph
,

6.01 and shall continue in effect until the Project is ended

pursuant to the terms of this Agreement.

r
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IN WITNESS WHEREOF, the Parties hereto have caused

this Agreement to be executed in their corporate names and

their corporate seals affixed, all by the proper officer duly.-

authorized thereunto, as of the day and year first hereinabove
:

written.

SOUTH CARCLINA ELECTRIC & GAS COMPANY

[ SEAL]

/s/ V. C. Summer
V. C. Summer, Senior Vice President

Attest:

By /s/ H. M. Bryant
H. M. Bryant, Secretary

c.

SOUTH CAROLINA PUBLIC SERVICE AUTHORITY
''

[ SEAL]

/s/ Robert S. Davis
Robert S. Davis, Chairman

Attest:

By /s/ L. P. Dorman
L. P. Dorman, Secretary

.

.
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EXHIBIT _I

PLANT REAL PROPERTY
.-

Plant Real Property as defined in Paragraph 1.13 of the

: Agreement means the real property acqui. red or to be acquired as

a site for and necessary and useful for the construction, operation

and maintenance of the Project as defined in the Agreement. The

Plant Real Property and the estimated cost thereof is described as

follows:

(A) Land inside the Nuclear Exclusion Zone and lying above

the highwater mark of the upper pond of FPC Project 1894, as pro-

posed to be constructed, being known as Lake Monticello, said

highwater mark being a contour of 425 feet above mean sea level
..

("425 contour") less (1) easements and rights of wa'y for transmis-

sion lines leading from the Project and (2) the Fairfield Power

House and Fairfield-Summer 230 KV right of way and easements which

are inside the Project Boundary Line ("PBL") for FPC Project 1894

as the same is proposed to be constructed.

(B) An easement for a Nuclear Exclusion Zone for all pur-

poses required by the laws of the United States of America and the

Rules and Regulations of the Atomic Energy Commission ("AEC") or

any successor agency having jurisdiction of nuclear energy, as the'

same may be amended from time to time, and being within the PBL
,,

for Lake Monticello of FPC Project 1894 and including lands

described in subsections (1) and (2) of Paragraph A of this Exhibit.

CG6 017I-1
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(C) Non-exclusive water rights in Lake Monticello, being
.-

the upper pcad of Project 1894 as proposed to be constructed,

: including the right to take water and to discharge heated water

in Lake Monticello, together with the non-exclusive right to back

watcr over lands,in Lake Monticello up to che 425 contour,together with
the non-exclusive right to take water and discharge heated water

from the lower pond of Project as may be necessary and conver.ient

for the exercise of such rights in Lake Monticello.

The herein described Plant Real Property is generally

depicted on the attached drawings entitled as follows:
3

(1) General map of Project Area, Exhibit K, Sheet 8 of 8,
g

Parr Hydroelectric Project No. 1894, July 17, 1972.''

(2) Detail map of Project Area, Exhibit K, Sheet 2 of 9,

Parr Hydroelectric Project No. 1894, July 17, 1972,

Reviseu March 3, 1973.

The aforesaid items of Plant Real Property shall be adjusted

as described in Paragraph 1.14 (Plant Real Property Adjustment).

The Total Estimated Cost of land purchases is $1,023,000.00

and does not include the values of and adjustments for water rights

which shall be made pursuant to Paragraph 1.14 of this Agreements

(Plant Real Property Adjustment) .
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EHHIBIT II

PROJECT DESCRIPTION

The Project consists of the Virgil C. Summer Nuclear Station,

Unit #1, together with its associated facilities and property as
described in the Preliminary Safety Analysis Report ("PSAR") , as,.

amended, and all items acquired for construction, operation and
a

maintenance of the Project. See Amendment No. 18, to PSAR, dated
December 4, 1972, Figure 1.4-2, entitled " Yard Plan, Including General
Grading, Catch Ba' sin, and Drainage System" attached hereto.

The Project is located upon Plant Real Property described in
Exhibit I.

The Generating Plant will use a 2775 Megawatt thermal (MWt)

Westinghouse Pressurized Water Reactor with a 900 Meguoatt electrical

(MWe) net Output General Electric Turbine Generator complete with

various safety, control and auxiliary systems. Gilbert Associates,

Inc. is the Architect-Engineer for the Project. Daniel Construction,

Company is the construction contractor.

The Fuel is slightly enriched Uranium Dioxide contained in

Zirconium alloy tubes which are formed ir.to fuel assemblies. She initial

Fuel loading and the first eight reload regions are being purchased from
Westinghouse. In the future, it is anticl,ated that Plutonium in com-

bination with Uranium will be utilized as a fuel. Licenses and permits

required for construction and operation of the Project are shown in

Table II of Exhibit III.

A railroad spur line approximately 2 miles in length will connect

the Project site with the main line of the Southern Railroad Company,-

which parallels the east side of the Broad River. Permanent and temporary

on eite tracks will be built in order to provide access to laydown areas,

a concrete batch plant and the Generating Plant.

n- ,, q 4
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Main access to the Summer Station is provided by Fairfield

County Road 311 which runs approximately 1 1/4 miles from South Carolina

Highway 215 to the Project site. State legislation has provided for
"

South Carolina Electric & Gas Company to upgrade and maintain this*

,

road for the Project. Access to the Project site for construction
3

purposes has been provided by upgrading the existing rural road from

Parr. Adequate parking facilities with necessary improvements will

be provided on-site for all construction forces, and paved parking

areas will be provided where required for plant operations.

South Carolina Electric & Gas Company will acquire control of

access to the Nuclear Exclusion Zone which consists of an area within

approximately one mile of the reactor building. The portion of

Monticello Reservoir lying within the one mile Nuclear Exclusion Zons
i. \

will be marked with warning buoys to keep unauthorized persons away.

Other methods of access control and warning may be implemented from

time to time as required by regulatory agencies having jurisdiction

thereof and by Prudent Utility Practice.

Other items acquired for construction, operation and maintenance

include a meteorological monitoring system with a 200 foot tower on

the site, a 10 meter meteorological tower on the east side of

Monticello Reservoir, a concrete batch plant for construction, a

construction substation, a construction water line from Parr Shoals

Reservoir and a 115 KV safeguard line from Parr Shoals Generating,

Station which will also provide construction power for warehouses and
.

other construction facilities.

The estimated cost of the Project is $341,792,000.00, subject to

adjustments to reflect participation in the Project by Authority.

II - 2

h2
. . -- - _ - - __.



C-II 31911123
EE a

41 %
I !1 . I - ,. - I - i = i =; ;. -.

d~* x e s / 0'Ns ''' i !. ;- v 2; ,t,,
\ /2 / , Mt \ 1. I (- f\ |;.

I' \ 1 g %-
,; Njt 's - -*.

2'
f -

:5
\ ',

;f' < / i,.,
; x ' '

4 f 'r,x '%- o .

N - ' '\ '''

i;_. ( ,f ; ,,; , ; -
'J}'.... gm'N *. - - 's,

j$ } g'

y<
, ,

g % .-.
, c >j,

; e re < 7, i

. f .3 3 E[7 I ' *s , /' , '#N .; \, s , 'N. -' *i %--= % .

*/ rm s6 o_

.

,1 | / // // j ' :, l ',\ ' = %s

,\ } j 'N NN }f- y 3, .5, 3. "4 d- ,

\,x\% ._ / N , i w e 2-j .*s

|//[-. ,f- / y m;| c-;!,i%. , Q ; cgg; f.x, .

\ K''*i
- , ,- s

,_ '

.-
1.Y(@-[ , L .'.'l [/ I i ** 4- h ~4i I'\ 'k % _ -f , ' , . . a. 4

~'

,,,,,,}, \. .- - -.m { -

, -- ,. .,, . .. r---

) ,

j /,.. , M ' 'I / ' f) : N,,sN4) 1

5 / '
'

M'

!!
. ;a

t
*g ' \\ )

- h. y, / ;/ /3(:
' ' E; : t.

@p! j '%,U,,%
; ca

'
( t, 1' o

, ,

.x ro//s . 7, >. ns
t 'y'

/|
., ;L yga i so;

, , - , ; ,- --s ;. , ~

Qj - ;. , . ,

,. .
> \ i

- ; ., , ~ . '
t \

7 I
--

,, ' ~/ f .s--

, , - - - -
. _ ,- d _)W \\ g J. : 2.;x 's

/ Q ,a,. 9 --... -.- --- . - - - - - O,-<- m,m,-

,,,,, . m)
--t., , - . .

,\ -'' I /

: ff. ?',%,?%~Q ! [
*

~| . ,.-

f| , .\"; .) {f '

'-- V " (% t' ; . ,r ,A

' ' '

/-% %. |
l,* *

,

// a ./j,x : A g, i
',

_ v .e %g r %o. %_j' , 3 s ,i e >i

'
,

_

.m - .{J '
;/ .

, ? i
pft

.

/.
si

,g a
/ I($

--

- '-- I,, - . .,_
|!

;i

. f,, -

! ,
-

'; ~ 4Is'
.

-- s ' =
s

- ~~ ~' ' - ~- ~~i'-' " ' ' - t - %
- " [~~j~" * *~ * " *

.

W ,-> m\- s ; . . x ,- m
| f )I \ "A,W . C \ p. 0

\ ' L %! I, l' % 8 \ hu . . ''
#.

--

e^ p.c--

\ %g; g_ .j.
s N

?j
-

i

||l)) % y'*.
. +,' 1,1,f '

c

'

b. \ ; .
\

'%.\x.
'

:
't i I

'- "\,

~ Q+|||'I ; f & % _ f. f.'U "' O @lsn $ ,, {,.
- -

')~,, h%. Ij' 'T'
>

- - ss / i ..

a
..

q,
,,

ie | +i s - ;j il
we.S 3 i- - -

# 1 t t .s e . , .x

p| r
-

-

., . Np m._.:q!4 -i-
,, .,,

f- .I .t . g yf.-'s I d l P !d, -; i,
'

.*'''' '., e_J eh.j . I,- *M'. ! - I
*

+Y
fc: ~- t=

2 % h 1,( .
y- ,.

S k .Q l ' g : .' '~"~7 .IMj+i l
.,, j 1 i.- :.- 211

d ;1! ,[|
. ~ . , ' s

: Tr .( -' "
1. 7 - . " > \--

> , .,

P I

2 i |I
' N'y \3 ' '* [r*p ** f , P '

.

k. ./ .I "| j ;i'* l}il._. W a( 4 ,' ; i 5

H
v.'

'- :'
,g

.! [' ..
| ,: +-+ v v,

l e, ,D _} u l e . . ..
-e i. . -.-

1 e ',; -~
, r,

\ ; ['s i :/ 5 '
18 t T-~~' "

. ! '

-
\\. . e * L 4 i t- 3 y a

-
g

. '
.

,8,p '.y _ j -iv g j y '!
p -- |

. a.t- -e t 6, ;
-

h L. [
. ,j 4!--t,>C ymi r - f-

'
1 p- -- >

s C . .,:',,\ - I -

T .. ss_ . t i

I
;r

, ;
. . ,t.

, , /_ r,u,t . ,- i

'. - !! I- Q -' ,j _ _ g~ . *
i_ .

.

-, , . . -

hp

' I' 'p 4 ef- .''%
f

j A
.

'
g

Q 2_= 4|! , ,i ;i\ f ;= , =

-

- '

j i 4 ' :

0 - *- -- - | :'
~ 3 -;-+ q

- '" N - _.--6., 1 N. wos ,i
> ~ ~ >

,

,
,

i i 1r,.a ~_.-_ m- b, . 3. : i , ,
'/ U l ) .'-ic -

Ig |: '! k N.. *,('"I" ', / j/' 'e 1 i !
! ,,

8
/n

. o/ ',/ .ti. .. i -. . .
i

,I,j '' .!' * ~ - '
'/ '!!! f

* *jA;Wk-|
- =

, ,, ,j

} $ \Q '

(._

/ ' o #d" ' / * -

N *'
,, p

-

3 3. - ,- _y
_ __

N f I
,

w.,.. ,.,i
_ g

' = - ~ * " , N _ _*.::. -' ' - ' 1 s .L * ..( / ,/ .
-

- /.:--- i -- -- - . - , . . i
i

, , , , . , -_. A _ _._ ' . _ yr4- ? s ,,- x .,

_ ,. er', j _ j . ,/' 1,

\I-
,

|t _ ./ ' | - ..

l_ L 3
.

j ,,
_ ( W, (s\ )! , ,

-

t. * -,-,,-
} ! !

'': Es*ii i

p-- \i, i '- t- (,f
> / ; ,, (

,,,

{ '\ .
,t \ \s .

\ !/ j. i ,, _ _ ,

I' |
~| 'f j' ' % *

.

'f }'| ,' | <r

- N, \ b ,,,.7" . . /... / // ! !\ , - '

.'s ,N \

_
1

.y
^

k C*'i; k_, .)..,s e _j x. . ..['.s.. , . , . . ' ' [ T
~

[
~

(0

'

it ._._.,..a 34...

i j,'|I n,. 9 \J'q's .x ,t %. c , , T',~' , [. _ e
. , ,"

i ', / / .

/ e
,

\. : e x 'i A ., /. c ,
. .,,

\\ \ +Q N '

r-s m _

''
| , ,

f0 Ou v. v.



,

EXHIBIT III

Company has retained Gilbert Associates, Inc. of Reading,.-

Pennsylvania to provide for the Project: (a) engineering services
2

and (b) a Quality Assurance Program to meet the " Quality Assurance

Criteria for Nuclear Power Plants" of Appendix B to 10 CFR Part 50.

Gilbert Associatbs, Inc. will be reimbursed on a cost basis. The

estimated cost to the Project for engineering services is $15,005,000.00

and for the Quality Assurance Program $3,540,000.00.

Company has awarded a cost type construction contract for

the Project to Daniel Construction Company of Greenville, South

Carolina. This contract provides for a constructor's fee with a

fixed ceiling. The estimated cost of construction under the Danielt

Construction Company contract, including the constructor's fee, is

$24,375,000.00.

A list of Purchase Orders issued by Company is shown in

Table I to this Exhibit III.

A list of licenses, permits, and certifications obtained by

Company is shown in Table II to this Exhibit III.

This Exhibit III and the Tables thereto are correct as of

October 1, 1973 and will be amended and revised as of the effective

date of this Agreement as provided in Section 28.

..
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TABLE I

.-

PURCHASE ORDER EQUIPMENT SUPPLIER BASIS OF AWARD COMMITMENT EST.

SN-10001-SR Nuclear Steam Supply System Westinghouse Corp. C.B. $40,600,000.00 *

SN-10002 Turbine General Electric N 26,542,111.82

SN-10003 Auxiliary, Turbine General Electric N .**

SN-10004 Condensers South Western Eng. C.S. 1,156,475.00

SN-10005 Feedwater end Booster Pumps Ingersoll-Rand C.B. 445,996.00

SN-10006 Condensate Pumps Ingersoll-Rand C.B. 298,100.00

SN-10007 L.P. Feedwater Heaters Struthers Nuclear C.B. 678,170.00

SN-10008 H.P. Feedwater Heaters Westinghouse Corp. C.B. 684,495.00

S N- 10009-SR Control Valves Fisher Controls Co. N 100,000.00 *

SF-10010 Control Valves Fisher Controls Co. N 100,000.00 *

SN-10011-SR Laboratory Testing Services Pittsburgh Tes ting Lab. C.B. 50,000.00 *,

SN-10012-SR Excavation Contract Clement Brothers Co. C.B. 3,650,731.00

SN-10013 Clearing & Grubbing Contract Phillips & Jordan C.B. 81,737.50

SN-10014-SR Cement Giant Portland Cement C.B. 1,149,808.00 *

SN-10015-SR Sand Becker Sand & Gravel Co.C.B. 109,296.00 *

SN-10016-SR Stone Lone Star Industries C.B. 552,0/4.00 *

SN-10017 Field Erected Water Tank Chicago Bridge & Iron C.B. 78,500.00

SN-10018 Condenser Tubes Carpenter Technology C.B. 676,612.61

S N-10019 Main Power Transformer Westinghouse Corp. C.B. 800,000.00 *

'

SN-10020 Instrument Air Dryer Lectrodryer, Inc. C.B. 9,630.00

SN-10021 Deaerator Chicago Heater Company C.B. 145,320.00,,

SN-10022 Condenser Cleaning System Amertap Corporation N 382,359.00 *

SN-10023 Spent Fuel Demineralizers L. A. Water Treatment C.B. 14,960.00

SN-10024 Air Compressors Ingersoll-Rand Co. C.B. 96,330.37

III - 2
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SN-10025 Spent Fuel Pit Filters Paul Trinity Micro Corp. C.B. 5,798.32

SN-10026-S2 Reinforcing Steel Florida Stee: Corp. C.B. 2,819,800.00 *

SN-10027 HyJrogen Storage System National Welders Supply C.B. . ,468.00 *
,,

SN-10028-SR Concrete Manufacturers Southern Mobile Concrete C.B. 1,267,500.00

SN-10029-SR Nuclear Fuel Westinghouse Corp. C.B. 59.883,570.00 ***

SN-10030 Turbine Room Crane Harnischfeger Corp. C.B. 295,000.00

SN-10031 Unit Auxil$ary Transformer Westinghouse Corp. C.B. 207,518.00 *

SN-10032-SR Post Tensioning System Inland Ryerson C.B. 2,437,320.00

SN-?9033-SR Engineering Safeguards - Westinghouse Corp. C.B. 157,369.00 *
Transformers

SN-10034-SR Emergency Auxiliary - Westinghouse Corp. C.B. 389,771.00 *
Transformers

SN- 10025 -SR Nondestructive Testing Conam Inspection, Inc. C.B. 568,000.00 *

SN-10036 Auxiliary Boiler Riley Stoker Corp. C.B. 170,250.00
1

SN-10037-SR Reactor Building Liner Pittsburgh-DesMoines C.B. 3,285,000.00 *

SN-10038-SR Concrete Admixtures Sika Chemical Corp. C.B. 650,000.00.,

SN-10039-SR Electric Motors, 30 to - Louis Allis Co. C.B. 19,779.18 *
350 h.P.

SN-10040 Turbine Room Roof - Moffitt Co. C.B. 71,254.00
Ventilators

SN-10041 Extraction Non-neturn Valves Schutte & Koerting Co. C.B. 40,255.'0v

SN-10042 Water Treating T nt Graver Vater Con- C.B. 754,153.00
ditioning Co.

SN-10043-SR Fabricate and Deliver - Pittsburgh-DesMaines C.B. 759,340.00
Stainless Steel Liners

SN-10044-SR Installation of Stainless - Pittsburgh-DesMoines C.B. 430,660.00
Steel Liners

S N-10045 Concrete Waterproofing Rubber and Plas tics - C.B. 18,460.00
Fbterial Compound Co., Inc.,,

SN-10046-SR Miscellaneous Steel Northern Steel Corp. C.B. 500,000.00 *

* Subject to Escalation

** Shop Space and Price Basis Committed at Time of Fhin Turbine Commitment
*** This Does Not Include the Enrichment Costs

III - 3 rf - pqe
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TABLE II

The following is a list of the permits and certifications

from the local, state, and federal agencies which Company has

' obtained or expects to obtain as being required for the Project:
.

"
Local

>

(A) Fairfield County Auditcr's Office:

* (1) Building permit for construction of major structures.
(April 2, 1973)

State

(A) Department of Health and Environmental Control:

* (l) Letter of Water Quality Certification (January 11, 1973)

(2) Effluent Discharge Permit

(3) Sewage Disposal System Permit

(4) Industrial Waste Permit

.
(5) Permit for auxiliary boiler and diesel-generator

* (6) Permi; to refurbish and construct water system
(February 27, 1973)

(7) Sanitary License - Construction Facilities

(B) South Carolina Highway Department:

(1) Permits for oversize, overweight, and overlength loads.
.

(C) South Carolina Public Service Commission: ,

(1) Order authorizing transfer of title to Authority
~ Federal

~~

(A) Atomic Energf Commission:

*(l) Nuclear Station Construction Permit (March 21, 1973,
as amended May 29, 1973)

.

(2) Nuclear Station Operating License
.

(3) Nuclear Station Operating Personnel Licenses

(4) Nuclear Station Source Material License.,,

(B) Environmental Protection Agency:

(1) National Pollutant Discharge Elimination System Permit.

Company has filed or will file applications on a schedule con-

sistent with Project requirements.

* Permit has been obtained.
1 o,a, a, O c,7
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EXIIIBIT IV

V. C. SUMMER NUCLEAR STATION

Unit #1,.

Budget Estimata
b

Direct Plant Cost
,

320 Land and Land Rights $ 1,023,00C
321 Structures and Improvements 53,619,500
322 Reactor Plant Equipment 80,172,300
323 Turbine Generator Equipment 36,654,100
324 Accessory Electrical Equipment 14,926,300
325 Miscellaneous Power Plant Equipment 2,161,100
353 Main Power Transformer 1,598,700

Total Direr. Cost $190,155,000

;

Indirect Cost
~.

383 Spare Parts $ 2,360,000
384 S. C. Sales Tax 2,000,000
390 Daniel Constructicn Co. 24,375,000
391 Gilbert Associates 18,545,000
392 S. C. Electric & Gar Co. 23,146,000
400 Allowance for Funds During Construc-

tion (A FC ) * 66,211,000*
500 Contingency 15,000,000

PROJECT TOTAL $ 341,7 92, 000 *

-' Subject to adjustments to exclude AFC on Authority's Owner-
ship Share after Authority has reimbursed Company for initial..

advance of Costs of Construction.

u.

f/ # ,
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EXHIBIT IV
INITIAL BUDGET - COST OF CONSTRUCTION

Expended Prior
Acct. # Description July 1, 1973 July 73* Aug 73* Sept 73* Oct 73 Nov 73 Dec 73

i

320 Land & Land Rights 777,509 15,795 256,687 2,705' 35,250 35,250 35,682

321 Structures & Improvements 189,140 240,178 239,272 443,337 415,155 337,992 5~.;,062

322 Reactor Plant Equipment 3,468,896 321,940 260,553 325,714 341,250 486,250 394,450

323 Turbo-Generator Equip.

324 Accessory Elect. Equip. 1,156 3,527 3,526 3,022

325 Misc. Power Plant Equip. 9,355 84,849 1,047 7,558 7,557 7,557
I.

N 383 Unallocated & Clearing Items 5,324 827 1,053

, 384 Control Accounts 1,389 4,302 315 20,000 20,000 20,000
!

390 Daniel Construction Co. 1,984,360 271,908 221,764 258,631 257,260 300,000 780,000
2

391 G:lbert Associates, Inc. 4,792,905 314,698 316,283 360,577 325,000 325,000 325,000

392 SCE&G Company 3,829,442 186,128 217,312 185,792 275,000 285,000 295,000

TOTAL 15,048,732 1,362,218 1,602,075 1,578,118 1,680,000 1,800.575 2,446,773

* Actual Expenditures

1C55 029
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EXHIBIT IV
INITIAL BUDGET - COST OF CONSTRUCTION

Acct. # Description Jan 74 Feb 74 March 74 April 74 May 74 June 74

320 Land & Land Rights

321 Structures & Improvements 728,593 971,816 1,214,320 1.457,184 2,046,706 2.428,809

322 Reactor Plant Equipment 468,681 525,057 642,107 723,001 642,107 909,315

y 323 Turbo-Generator Equip.

324 Accessory Elect. Equip. 10,934 43,738 54,674 65,608 76,542 98,412

325 Misc. Power Plant Equip. 4,053 5,404 6,756 8,106 9,457 12,159

384 Control Accounts 30.000 30.000 30,000 30,000 30.000 30,000

390 Daniel Construction Co. 500,000 450,000 450,000 500,000 550,000 550,000

391 Gilbert Associates, Inc. 295,000 295,000 295,000 295,000 295,000 300,000

392 SCE&G Company 295,000 295,000 295,000 295,000 295,000 300,000

TOTAL 2,332,261 2,616,015 2,987,857 3,373,899 3,944,812 4,628,695

iC;3 030



EXHIBIT IV'
INITIAL BUDGET - COST OF CONSTRUCTION

4

,

6-Months Periods 1974 1975 1976 1977 1978

January - June 46,512,000 37,999,000 10,886,000 7,343,000

July - December 32,023,970 46,513,000 37,999,000 10,886,000

32,023,970 93,025,000 75,998,000 21,772,000 7,343,000

;

.e

4

t.

i.
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EXHIDIT V

e DIRECTORY OF OFFICIALS OF COMPANY

(

S. C. McMeekin
Chairman

Anne McMeekin Boyle
S. C. McMeekin, Jr.

A. M. Williams
President and Chief Executive Officer

Katherine W. Mahon
Patricia W. Boykin
Elizabeth Middleton Williams

A. C. Mustard
Senior Vice President-Commercial,,

Rev. Allan C. Mustard, Jr.
Charles S. Mustard-

William B. Mustard

V. C. Summer
Senior Vice President-Operations

Brenda S. Nunamaker
Michael C. Summer
Kenneth V. Summer

O. S. Wooten
Senior Vice President-Finance

Oscar S. Wooten, Jr.
Catherine Wooten
Charles Wooten
Richard Wootenu

1.

V-1
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DIRECTORS

R. C. Barkley, Jr. W. H. Taylor

Rufus C. Barkley, III Dr. John P. Taylor7
Joseph Miles Barkley Robert M. Taylor
Nella Elizabeth Barkley

e John M. Trask
W. B. Bookhart

W. B. Bookhart, Jr. John M. Trask, Jr.
Sara B. Pepper Frederick G. Trask

Charles H. Trask
C. M. Etherredge' Ceorge G. Trask

None

J. B. Guess, III

James B. Guess, IV
Mary Elizabeth Guess

Edward Kronsberg

Avram Kronsberg
Jcnathan S. Kronsberg,

George Lott, Jr.
.

George 1,ott, III
Martha J. Lott
Frank B. Lott

J. H. Lumpkin

John H. Lumpkin, Jr.
Caroline Lumpkin Coopc.

J. B. Rhodes

Cathy Smith
Peggy Ann Rhodes
John Marshall Rhodes

L. J. E. Schachte, Jr.

J. E. Schachte, III
'' Stephen T. Schachte

John C. B. Smith

John C. B. Smith, Jr.

V-2
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5. With respect to South Carolina Electric and Gas Company:

a. Provide copies of:

1) the 1977 and 1978 annual reports to stockholders;
2) the most recent interim financial statements;

3) the prospectus for the company's most recent security
issue;

4) the preliminary prospectus for any pending security
issue; and

5) the 1977 and 1978 SEC Form 10-K and the most recent
SEC Fonn 10-Q.

RESPONSE

Documents follow in requested sequence.

.

*

J
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P00R ORGINAL
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Highlights 1

Repor' 'o the Shareholders 2-3 *

Our f., i of a Complex Issue 4-7 _-
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-
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Summary of Operations 25 7-
Management's Discussion and Antslysis 26-27 7<
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1

A

[~/Annual Meeting and
Solicitation of Proxies Corporate Information

)y
The annual meeting of stockholders Transfer Agents (/
will be held at the office of the

COMMON STOCK'Company,328 Main Street,
Columbia, South Carolina on Manufacturers Hanover Trust Company DL
Wednesday, April 26,1978. Proxies New York, New York

The South Carolina N:tional BankdwI se t to st kho rs n C lumbr,a, South Carolina,

or about March 17,1978.

This report is issued solely for the CUMULATIVE PREFERRED STOCK:
purpose of providing information. Irving Trust Company
it is not intended for use in "New York, New York
connection with any sale or
purchase of, or any offer or The South Carolina National Bank
solicitation of offers to buy or sell, Columbia, S<mth Carolina
any securities.,

Reg trarsis
1

COMMON STOCK:
Form 10-K Manufacturers Hanu e Trust Company

New York, New YorkA copy of the Company's 1977
Form 10-K filing with the The Citizens and Southern National b,
Securities and Exchange Bank of South Carolira

'Commission will be made available Columbia, South Carolina

CUMULATIVE PREFERRED STOCK:req . xhilits to th s fi ng,

which are quite extensive, wili be The Chase Manhattan Bank, N.A.
' furnished upon request to New York, New York

stockholders for a fee to reimburse
The Citizens and Southern Nationalthe Company for the actual cost of
Bank of South Carolinareproduction and mailing.
Columbia, South Carolsna

Trustee and Paying Agent
A copy of the Statistical

FIRST AND REFUNDINGSupplement to inns report, or
informatbn concerning financial MORTGAGE BGND3:
and operating data is available Manufacturers Hanover Trust Company
without charge. Please call or y,, york, New York
address your request to Silas W.

i Holmes, Manager Investor Dividend Reinvestment Agent
Relations, South Carolina Electric
& Gas Company, P.O. Box 7e4, Se uth Carolina Electric & Gas Company
Columbia, South Carolina ? 218 Stockholder Records
Telephone (803) 799-1234. 328 Main Street

Post Office Box 764
Columbia, South Carolina 19218

Common stock and 5% eumulative'

preferred stock listed on the
New York Stock Exchange

inf ,. n - -i
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Meet heNewPresident

Virgil C. Summer is SCE&G's new President and<

*2
- Chief Operating Officer. Summer,57, was elected
1 to this office by the Board of Directors on 31ay 18,

1977. At the same time, former President Arthur
. .. . Sf. Williams was elected Chairman of the Board

'

and Chief Executive Officer.
- Summer, who was born in Spartanburg, came to! work with SCE&G in 1937 at the Parr Steam Plant

following graduation from high school.
IIe began a study of mechanical engineering and

,

management, and in 1949 was granted a professional'4 +.
,

.

. - g;, ,, . : ?. engineermg license. In 1968, he completed a 31 asterg
--

.-

t g|?
- .T;.s . ^ of Science Degree in Engineering from the

.
%-r. 4, . . . . University of South Carolina.6 w ' -

,

.r.)Mi *i4 UN?k After 15 yeara >+ Parr, Summer served as;

% w $/ O
,+p. .. @ M;E t ' ; Assistant Plant Superintendent at Plant IIagood.-'

&
-

I
- L

' In 1955, he was nan :ed Superintendent of Saluda
xc E . .~.?? , . 4 .,

.f.. f.'s J s "g p /g - ' IIydro while he coordinated the engineering andv
.

.-

I | * # SM ~

4 --

' / design of nearby 3fc3feekin Station. When

{ !., " ? .

" . ' ' "
' T.

Afc31eekin was completed, Summer was promoted
~

to Superintendent of the Station.

4 . In 1959, he was named Superintendent of

/ '
-

,

g- N A Production, and in 1962, he was promoted to

-
1 Q'9 3f anager of Production Operations, Engineering+

and Construction. IIe was elected Vice President''.' _

- ,,

and named to the Board of Directors in 1966.
Summer was elected Senior Vice President of

Operations in 19G7. IIe held this position until he
was elected President of SCE&G.

The Company's first commercial nuclear powered
generating station, presently under construction at
Parr, was named in honor of Summer. This was
done in 1971 by action of the Board of Directors.

Summer was honored in 1968 as " Engineer of the
Year" by the Columbia Chapter of the South
Carolina Society of Engineers. IIe was awarded an
Ilonorary Doctorats Degree from Newberry College
in February of 1978.

IIe is a Fellow of the American Society of
5fechanical Engineers, a member of the National
Society of Professional Engineers and is past

.fg Chairman, Engineering Operat:ng Division of the
Southeastern Electr.': Exchange.

3n? < -
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Highlights
South Carolina Electric & Gas Company

% Increase
or (Decrease)

1977 1976 Over 1976

Oparating Reveaues

Electric S 337,927,000 $ 275,892,000 22.5
Gas 78,405,000 71,948,000 9.0
Transportation (coach) 2,023,000 1,996,000 1.4

Total operating revenues 8 418,355,000 6 949,836,000 19.6

Earnings Available for Common Stock

Amoun. 8 43,999,000 $ 34,647,000 27.0
Per average common share 2.22 1.97 12.7

Dividends

Declared on common 8 31,525,000 $ 26,966,000 16.9

Per common share 1.56 1.52 2.6

Stockholders' Equity

Amount S 363,130,000 $ 305,072,000 19.0

Per common share 17.84 17.11 4.3

Operation and Mainteaance Expenses
(Excluding Taxes and Depreciation)

Fuel used in electric generation 8 155,132,000 $ 116,892,000 32.7
Gas purchased for resale 51,321,000 44.789,000 14.6
Other operation 32,417,000 36,613,000 (11.5)
Maintenance 17,727,000 15,860,000 11.8

Total 8 256,597,000 $ 214,154.000 19.8

Plant and Construction Costs

Total utility plant (excludes nuclear fuelin trust) 81,478,619,000 $1,294,279,000 14.2
Construction 187,768,000 197,485,000 (4.9)

Electric Statistics

Customers-year end 320,476 312,617 2.5

' Total sales (million kwh) 11,155 10,318 8.1
System peak load -kw 2,459,000 2,304,000 6.7
Per residential customer:

Average use (kwh) 12,146 11,320 7.3
Average rate (cents per kwh) 4.02 3.61 11.4

Gas Statistics

Customers-year end 161,850 161,473 .2

Total sales (million cubic feet) 45,669 47,721 (4.3)

1066 039
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Fellow Shareholders

11L*-2-t '- ' ' "
M" 'V,,

Commission, requesting a 13.25 per cent increase in
- Mk electric retail rates. On December 13,1976,!-f ?! !) 1 "

i i 1- , " , ^ '

',-h approximately 80 per cent of this request was placec''

7
* -*

'
,_ _ _ .. into effect under bond, subject to refund. Then, in

' December 1977, the Commission announced that i.. _ _ , _
_

,

fi $. .' F '' was granting a 9.54 per cent increase. Based on tb..,

'" - tast year of 1976, this would have generated an

tl [""h[dgh p%
~ b ?

~f / '' l' additional $22 million annually.
,- Total operating revenues in 1977 increased by4 :

*
19.6 per cent but inflation continued to take its toll

' " ""
g pushing up total operating expen<es (excluding

,

v depreciation and taxes) 19.8 per cent.
,_ '

Energy sales appear to have returned to the
growth trend of prior years. After a decrease of,,

T Ta . 5.2 per cent in total electric sales in 1975, there wa-
.g .g , * ' a 7.9 per cent increase in 197G and a 8.1 per cent

rise in 1977. We expect total electric sales for+-
_

p' c - 1978 to continue the same pattern.
By classes, residential sales were up 9.7 per cen*

commercial sales increased 7.1 per cent ; and;. o

g industrial sales rose 8.1 per cent.
,

This past year the Company experienced peaks in
winter and summer electric consumption. With the

For the Company,1977 was a year of significant heavy use of air conditioning in our service area
change and we have much to report. during July and August, we expect a new peak

We had an increase in earnings per common share each summer, and with the growing use of
to $2.22, up from the $1.97 per share reported in electricity for heating, it looks as if this will also
1976. Our earnings available for common be a common occurrence in winter. In July 1977, we
stockholders were up from the $34.6 million recorded recorded a territorial peak of 2.216 megawatts as
in 1976 to $44 million, a $9.4 million increase. compared to 1,994 megawatts in 1976. In January
Improvements in our financial picture can be 1978, the winter territorial peak of 1,899
attributed primarily to the rate relief we were megawatts was recorded which is 4 per cent
granted during the year. higher than the winter of 1976-77.

We are pleased to report that at the January Looking forward to 1978, we plan to put our
1978 meeting, the Board of Directors increased the Fairfield Pumped Storage Plant at Parr in
annual dividend rate from $1.56 to $1.62. The new operation. While we have previously reported that
dividend will be paid quarterly, beginning we had planned to bring on just four units of the
April 1,1978. 480-megawatt plant, we have been able to accelerati

On November 12,197G, the Company filed a the schedule to include all eight units. This facility,
petition with the South Carolina Pnblic Service which will be used primarily for peaking, will cost

,n - - c

%,| [
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approximately $200 million. The V. C. Summer 2.8 per cent and industrial sales dropped 2.2 per cent.
Nuclear Station, also under construction at Parr,is Although projected construction costs continue to
still scheduled for operation in 1980. be quite high, they are not quite as extensive as in

The availability and the price of fuel continues to the past couple years. We have budgeted $178
concern those of us in the utility business. Our fuel million for construction ' 31978, excluding nuclear
costs for 1977 increased 32.7 per cent over the fuel. Construction costs t.. augh 1982 call for
previous year. approximately $552 million, excluding nuclear fuel.

We plan to use coal for about 76 per cent of our On June 30,1977, Senior Vice President Allan C.
electric generation in 1978. In anticipation of the 31ustard retired after devoting over 41 loyal years
coal miners' strike, we increased our inventory and to SCE&G. 31r. Atustard, who was also a member of
thus far we have not hnd a problem in this area and the Board of Directors, was named a Director
do not expect any. Residual oil will be used to Emeriius. During his career,31r. 31ustard played a
produce about 18 c.er cent of our electricity with significant role in the many achievements of the
the remainder being generated with hydroelectric Company and his dedicated service will be missed.
facilities and distillate fuel oil. In December 1977, John Kermit Addy of

The nuclear fuel problem, which began in 1975 Lexington, President of Addy Dodge, Inc., was
when Westinghouse Electric Corp % ation notified us elected to the Board of Directors to fill 31r.
that it could not meet its contractual obligation, has 3f ustard's vacancy.
not been settled. IIowever, as we have reported We are proud of our accomplishments in 1977 and
previously, thc Company has taken legal action look forward to the challenges of 1978. As a member
against Westinghause to minimize any damages and of the utility industry, we have the responsibility
we will continue to pursue this matter vigorously. to provide efficient and reliable service to our

Although the Company has not been able to customers at the lowest possible cost while providing
increase its contract for natural gas, it has been a fair rate of return for our investors. And we
able to build up its reserve gas supply. The LNG intend to meet our obligations.
facility, located ir. Charleston, was filled to
capacity prior to this heating season. With a storage For the Board of Directors,
:apacity of one million 31CF of natural gas, it can
re) ssify up to 60,000 3!CF per day. Additionally, the '-

Company has propane storage facilities capable of k.h/supp!ying over 58,000 31CF per day. If the weather ,

ARTHUR 31. WILLIAMSis not too severe, we do not anticipate a problem in
,

. Chairman of the Boardmeeting the gas demands of our firm customers this
winter. and Chief Executive Officer

Due to the low availability of gas supplies, there
' ,

was a drop in sales last year. Gas 31CF sales in 1977 o

decreased 4.3 per cent. This colapares to the 4.8
per cent increase in 1976. Gas residential sales VIRGIL C. SUMMER
decreased 3.8 per cent and commercial sales President and
decreased 11.6 per cent. Sales for resale decreased Chief Operating Officer

lLs3i<
n

<!
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Ourside of acomplex issue

Just a few short years ago, our customer contact was w s m 3 ' 4 m - |y - , a +
:

very minimal. Aad those relations, for the most part, *|# '

' ' '. i ' . '^ i#1were very cordial.
. 1'

$ . , @. i ' ^ *. ~ 7hDV .
5 :- )i: . . ' 2

There just wasn't a need for a comprehensive N+NN% '-
;

customer relations program at the time. We were N M.dh. * ?. ;. ...,.&
supplying a needed savice - electricity and gas -

. _ . .

.g' 5Y.g . f<f ,_. ~~ W ... *:
at an inexpensive price. There was planty of fuel and ~'1

. f -' E -$~.' f 4/iM
'"WMM:s 'as we increased the efficiency of our plants, the I 'V% - EE w

4

price of electricity actually came down. !1 ' S[ N N.9M I T M.fBecause electricity was reasonable and because
.' ( Q N 2 h ". q[,-$; ~ .. ;[ 'N

it could be used to do so many things, the customer inM
.

J: V " y~ - C $ QQ5,"

found more and more ways to use it. He developed a
, A. . [4 H [ V4N. .:

':. . M;%Jdependence on it, and its low cost implied it was
:

$
,N, W h[

, .z,f .j %almost a birthright. -

k-M- is~'~~~"1
-

- ' m
But, as our cost of supplying electricity rose, our - -

; i t
r<

pQ. O j+ xy; 4
.

price to the customer also increased. In addition to '
# .f ? y. O .having to deal with a growing shortage of fuel, we '

-

i [' ' f W[g)O ["? *4:{{;f M . ' J [v
i i .t.

'' [
f'were struck by the ether perils that had befallen

business - spiraling inflation, increasing
/ f. # e v 1/construction costs and higher interest charges.

E;M.' . ' 4ggy $f'. ,$(T# "
'

77Conditioned by years of low-cost electricity and ..

. ispoiled by years of comfort, convenience and labor
~ .f 6 j@i .|7i S '( ' Isavings from electricity, the customer recoiled at ,,;
:C 7: * * - - M

"k [%f ": K i=J
L3

the higher price. He didn't understand what

h; . E ' ~ [T N
. y, ",

J
happened. And not only had utility prices increased '

s.p. ,- : w e*"
but the cost of other products and services had '

%.i"
with inflation. 44-

~ ;V(Jy;7 7 k. ' $} -
c

risen as the Nation was caught up in the battle ag j. ,f gt

[fg' I C

M{.? ' - . Qjj
:.j.As prices increased and the danger of shortages !Tj*

,

i ~

? Tk. h W%As

O NY . \ ~ ' m pbecame more believable, our customers wanted a .j %- ,
2

few more answers than in the past. They v' anted .

a'Q '- '+ '' #^'- -- E-

to know why their bills were higher and our gas ,[. " 1D V7 NT ' ? C Acustomers were concerned about the availability . ^$
,

Y TD M. Dfhof this service. b; - ..t D ^.Np:~']#

To satisfy this piqued, and sometimes vehement,
. k.a

.

.

p; . .. s -

.;Mh. 7 * 1. JFMif. f, Ng.g
- +. : + -

W :t 4' y w<- {,/ 4 %
curiosity of our customers, SCE&G took two gy *y4significant steps in 1977. The organization of the .^

j O.. -S
'

'f .

(de"f: Q ] p.g ,,
Customer Operations Department and the 4

p.ff gD g..

i'[d./(
gdevelopment of an information plan by the

; y'. --

_

e .-
Corporate Communications Department.

MyiTo create Customer Operations, a sweeping ; : ~= J, g t.organizational change on the part of SCE&G's
! f .g j
8p N v'ya

.c .

.y
management was required. Its purpose, very simply Q

.

. i

stated, is to make the Company more responsive to j;.3.. Othe needs of its customers. O.~ .. i =* " k':

All of the 1,231 employees that work in this Q i i MF~ b
department deal with the customer in one way or
another. It may be the lineman that installs the . 4jp..y'y., Q:.. . ,

i
'

.

,9 4.. $gw
service or the friendly voice in the Customer Inquiry ! , ;|
Centyr, a meter reader, a home economist or a gas ! < f, s %g g .

r f. 7;3 p
M',,department employee. 'J . .a. . g? . . j #.. .. tg,a cy

72 J @[@f
c 1 LSo now, even with short notice, we can provide y807 W;;

prompt answers, whether it be concerning electricity |; g*- ~

7 (p jt-or gas. [ , i i;S E ~*n "

i m 042,
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O P f.; y u .
; ; w. . g -a' % . y; - In short, we have set the stage for the customer

M k, C [h ,
[. to be heard.

k [ Lh d j ? To complement the organizatiort of the Customer

k [[ +

:., f 7./ ( 's y, f j g; Operations Department, a comprehensive

' . " tf j f *14 communication program, for both customers and
d

! 8 1M- employees, was created in 1977.
,

- j f * " e .;c %( - V .J As stated earlier, our customers were becoming
s sa .A 9- ,1 f/

.
_

-. iAp/ ' more and more concerned about their energy needs,'
"> gg%J ;; ~'A as the price rose and shortages were becoming a

-

,

* , {! [fj ' ) Q %y. i 4 ,"
#

3 .' ''J ?, ;i reality. It became an important news item.i
,

f !j c,j %,;7 Politicians were using it for a platform to seekj "

. " -r j public office. Practically everyone was discussinga w'. . .f ; y %y
; J

.

14 it. And in 1977, we decided to let our side be known*'
;y ga g !| .

;

; ; ;: ?7 - % And we did.4^ye - i
jp 1.d % . M = % Our first step was to confirm that oury ;[

'

14 4{ if ;

y [ { ! b j' M' i management, operations and performance are in
..

''i l complete consistency with our responsibility to the, 7 -

!%| Ei ; ., TL - .- ! public. The organization of Customer Operations
*

b y e

f "| emphasized this.= e : y i, - j .
=

. M: j|f~ly Fi y ; Secondly, we established an aggressive, positive,

employee and customer communications programip ' . . A: L(! $.gy J j 12 ,

;W$s M Th k j V
,

-@k kJiE.
that provides credible iruormation to allow opinion

MN\9 formulation.hj - I' I75EhM Mh 'h # [kd.| ,' Njh * M[[$
;

I Wa now take strong, positive pT w n issues

p. W * jt h[ ;;; * $ p pi ' y[dvCMb> [,.
g

of specific interest and impact on our operations.
s

d]E
g. : 3 We are visible, open and in front of our customers.Y - f# '| ' " ' SCE&G realizes that its employees are one of its. i- $ g:.. ' ===='e

4@D k ' most valuable tools for improving customerA.7 ,y

1 dm reJk [ f[ t
relations. Our employees are constantly being

%g ( c [?.3%,,,_,. p"^m yg asked questions by their families and friends. And
- *<yC~ ' j , .4 4 . g'. ; iii. to answer these questions, they must be properlyM

t

.e :_ T 'm 1 j informed about Company policy.'

; h [- p, f J Q1, To supply this information, the Company is using
,* % ,gJ color video tape equipment, an in-house publication,4 ; ;fy % '

:- ,m

.7 7.c 1 1. - ?i [ g [: and a dial-in telephone answering service.4
'

,6 Ay m , ,
By using these three means of communications,c a . - p v w., ; .

t

p -g g. s . X our chances of reaching all employees are improved.

.

} ~ j 4 p. - y;y~.;
-

|
significantly. They receive the necessary background~ ~*

< . , 'r
' and detailed information that is needed to answer*

c . , , , '

j . .t ,e +_ ~%, | ~ , the sometime pointed questions of their'

4,
{ acquaintances.M

' ~

.. V. f%m .'yV
,

,,
, { ('. In ordo w reach its customers, SCE&G uses the^ '

1 - n

- ' T f! traditional methods - news releases, news/y u
l . *J 'e 1 conferences and advertising.*

$q 4N;~ . f . "-{ We feel that our policy of issuing news releases

, h " . . .. I( C7 s (j| only when the topic has broad news appealis a

4 , 47 ,]
~

.,

' sound one. We want the news media to know thatfu is

5 we make releases only when we have something' '

| q |.,'. . . ,~ ~ 3 g significant to say. And when the occasion warrants*

,
' *-.

fi
' '* ' =

.
s *. ' ~ . = ^

it, we will not hesitate to call a news conferenceg; , c

, to show our openness.

,,} # ;". h';i *' .,[ [3 ,

In order to better judge the needs of oura-

C./ CC . .

customers, we are encouraging district meetings* ' ; "

-
, c
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Ourside of acomplex issue

with local civic leaderr, These meetings also give the
community leaders a cht.nce to be exposed to our
thinking. ,

An increased emphasis has been placed on the
Company's speakers bureau. In 1977, there we e
over 150 known speaking engagements by SCE&G
employees to various civic clubs and groups in our
service area. This gives our people a chance to be
seen which tends to hamanize the Company.

SCE&G still believes an ongoing multi-media
radvertising program is tFe most efficient method for

disseminating our messages to large numbers of
customers. In January 1978, a comprehensive media '

campaign was begun covering a variety of subjects A hto give our customers more information about our
services, . %d:3

~~% 1These advertising campaigns are not designed to ' -

promote the use of electricity or gas - but to give ^

our customers explanations. Explanations as to why '

their bills are higher, why there is a shortage of
natural gas, and how they can become more cost
conscious by practicing conservation. 5

In short, we just want to tell our story. Let our
<:ustomers know we are aware of their needs and

..
I

we are doing everything possible to contmue '
I

providing reliable service at the best possible price '
p'.

for the customer.
g
iSCE&G has a commitment to its customers to

t
provide reliable service at a fair price. But it also [has a commitment to its investors. Actually, one h
can not exist without the other. *

It is important that there be a balancing of the
interests of investors and consumers. ~ 1.

Investors are obviously concerned with our k g

financial integrity and expect a reasonable return
.

on their investments. f4Consumers want utility services at reasonable
,

rates. But they are also vitally interested in
-

7
Jreliability and availability of service for future -

O,

needs. ' "

If a utility is not financially sound,it will not be f J.able to attract capital on reasonable terms. It is a * "

well known fact that a financially healthy company f/ _ycan obtain money more easily and cheaply than one it

with a deteriorating financial condition. i
@

,

3,If a utility can not acquire the necessary funds, ,

there is a good ch nee that it may not be able to / "

provide adequate service or the cost of service may
be substantially increased in the future.

SCE&G is also interested in assuring industry that J %
we will be able to provide energy supplies well into U-

the future. During 1977,178 companies announced ![ .- "

) h 0't
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.

e g ,r yc:J:.i G J; 5 7.T h . . " ~ " new or expanding facilities in our service area. This
,.Q~ h h e w provides more money in our service area through,A

g%it ,qid;p M, employment for approximately 4,500 people.? gW. g,q: T'~-. For these reasons, SCE&G is vitally aware of the.. m'

ppf".W g .,* . importance of a healthy financial condition. We
"|-

-

7 want our investors to know their money is invested
J -gy_ in a sound and competently managed company., . -

Gh V Like all utilities, SCE&G is a capital intensive

'T company. This means it requises a large investmentL. . . A C 1.81 e c.
, y) to operate our business. For this reason, we have to(;(p (C J -S

q. gI-% give our investors a good return with minimal risk.
"Mgfi% @Ac Being capital intensive means that our stock is

Q~ g 7- usually widespread. We are fortunate that our< >

p .
h; largest regional group of stockholders is from

' "
-

, i;f A,@. N ~ ;;B s M. '
i South Carolina. This helps put a considerable

N portion of the money we pay in dividends back into

%d
~ ~

our local economy.

^% "% The key word in financing is stability. And
SCE&G is proud of the fact that it has not missed

q paying a dividend on its common stock since it
became an independent operating company in 1946.

We have protected our good credit rating in order
to obtain the best interest rates. A loss of our
credit rating would not only cost our investors
money,it would also hurt the consumer who would
have to pay higher prices.

$

[ i While we didn't like increasing our rates in 1977,
it enabled us to establish a stronger financial base.

= This means we can attract adequate capital on
reasonable terms, which in the long run will result

- in the cheapest possible rates for the customer.
Our residential customers have a growing need

for electricity. SCE&G residential customers used
an average of 12,146 kilowatt hours of electricity

hn4y fs in 1977, which is approximately 40 per cent above
%286. the national average.i

i. me~
. c To provide the service that our customers want,
4 we must build now to provide for the future. The_,

' Ch = H . construction time for a nuclear plant is 11 to 12,

"- - " " - years, and for a fossil-fired station, it is five to six
p years. So we can't start building the year we need

*
- k q .i | the capacity.

q{y i Since the price of construction is so high, we need
lots of money now for the future. SCE&G's_.

"" -

construction budget for the next five years is aboute
I

,

$552 million. Our customers can't provide this much
money so we have to obtain it from our investors. In

J T fact, during 1977, approximately 78 per cent of our

'', needs for new construction came from our investors.
- So, it is obvious, we must have our investors to

q ,
.3 stay in business. And we aren't about to hang the

---- l -- - ' " closed" sign on our front door.-

1056 045
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Corporate and Financial Review

A quarterly dividend < f 40.5r per share was declared Utility Plant mess em-
January 25,1978 by 7 our Board of Directors. The r=~w w
dividends are payable A 9ril 1,1978 to shareholders emamerwe-

1000of record as of March R,1978. The Company's
annual dividend rate i e $1.62 per share as compared
to $1.56 per share in 19 M. This represents a 6e '-

increase in the annual dividend rate as cc apared to 12m
, , ,

a 4( increase granted in 1977 and 1976. We are
3 ,g-

proud of the fact that during the past 26 years, the i.g,p+ m2 eannual dividend rate has been increased 25 times. em

O

Revenues ,g :_
h 1977, total operating revenues increased $68.5
million or 19.6 per cent for a total of $418.4 million. *

Revenues from electric operations increased 22.5 o . , -

per cent ovu 1976 to $337.9 million. Gas sales for
,Q,,y ,,y ,,73the year produced $78.4 million, an increase of 0.0 n

per cent. The transportation division (coach), which
provides bus service in metropolitan Columbia and Number of Customers %seCharleston, showed a 1.4 per cent increase in

,, m.< _ m ,, 3,s _ u, n m.. .. w m _ %. .revenues during 1977. 400

Expenses
Operation ar.d maintenance expenses, excluding 3"

b,, , x ,_taxes and depreciation, rose 19.8 per cent in 1977.
4 sy%iggi,91,This compares with the 12.6 per cent increase

.
e,35

experienced in 1976. Fuel costs for electric 2@ W % We- 7 ~ '
~~

generation showed a sizable increase, up 32.7 per MOEMtffMd$ - 'Z
'

cent for the year. Maintenance expenses were up '1 ffj'*(N M"'8j 7 n'" -
"

11.8 per cent while other operation expenses,
excluding power purchased, showed an increase of _ "% d ,[ j p 2 . g ~ g .y ,12.4 per cent. As a result of increased short-term W"""% 73 5gpower sales to other utilities and the expiration of
a purchase power contract in 1977, power purchased ' 9" ' 9" '975 '976 '9'

decreased $8.4 million during the year. Gas pur-
chased for lesale had an increase of 14.6 per cent.

Total annual payroll costs, including construction,
increased $4 million over the previous year to $42.0

In December 1977, the Company sold $5.2 million

million. Wage management is carefully administered of pollution control facilities revenue bonds, of whid

through the Hay System and union negotiations. $3.4 million was taken down that month. Take down

Total tax provisions for 1977 were $54.4 million. is permitted as qualified pollution control

Federal taxes totaled $29.8 million, South Carolina expenditures are made. The interest is at a rate of

state taxes were $9.9 million, and $14.7 million went 413 per cent per annum until October 1,1979 and

to counties, municipalities and school districts. thereafter a percentage of prime until maturity on
October 1,1987.

Financing - 1977 As reported previously, the Company entered into
an agreement in September 1976 with several banks

Financing in 1977 included the sale in March of 2.2 for the financing of the nuclear fuel for the V. C.
million shares of common stock at $15.75 per share Summer Nuclear Station. This agreement
and $30 million of 8% per cent thirty-year bonds. encompasses up to $42 million, including interest
The proceeds from the new bonds were used to costs for the purchase of the initial fuel for the
refund the Company's $30 million,9% per cent reactor. This agreement was amended August 1,
series due June 1,2000. In April, $50 million of 7 1977, extending the date for the repurchase of fuel
per cent five-year bonds were sold. from June 30,1979 to June 30,1980 or prior to

i m 046
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initial loading of fuel into the reactor, whichever Average Use per Electric Residential Customer
***comes first.

16

Financing - 1978
Construction cash requir ements for 1978 will be 12
met primarily through the sale of first mortgage y
bonds, common stock and preferred stock. The ,,a
remaining requirements will come from internally WN
generated funds, shoreterm borrowings, Stock

;,
Purchase-Savings Program for Employees, Dividend
Reinvestment ar.d Stock Purchase Plan, the .

,

"4
Employee Stock Ownership Plan (ESOP) and the

.

,gtake down at various times during the year of the Nycpollution control facilities revenue bonds. o ' k,
On February 8.1978, the Company completed a

, ,y ,,y ,,73 ,,,, ,,7,portion of its 1978 financing by the sale of $30
million of 8.00 per cent thirty-year first mortgage
b<mds and the sale of 1.5 milhon shares of common rehear the case. The Commission denied this request,

stock at a price of $18.25 per share. prompting the Company to file an appeal January
17,1978 with the Court of Common Pleas.

The Court granted a stay January 20,1978 to the
Rates Company which allows SCE&G to defer refunding

The South Carolina Public Service Commission of the $7 million until the case is heard. It is
announced on December 13,1977 that it was expected that it may take as long as a year to
granting the Company a 9.54 per cent increase in settle the case.
electric retail rates. The new rates, which would The Company believes the order to refund $7
have generated an additional $22 million annually million to customers is unlawful and unreasonsble.
oased on the test year of 1976, were placed into It is the Company's position that the order deprives
effect in January 1978. the Company of its property without due process of

The increase was the result of a petition filed law, and that the Commission only has the authority
November 12,1976 by the Company with the to order refunds of amounts collected under bond.
Commission. The request was for a 13.25 per cent The Compny is also arguing that the $7 million was
increase which would have produced an additional not a part of the rate case and that none of it was
$30 million in annual revenues based on the test collected from rate payers.
year. On December 13,1976, the Company placed According to the new base rates, SCE&G's
approximately 80 per cent of the request into effect residential customers will pay 3.459( per kilowatt
under bond, subject to refund. hour for the first 1,000 kilowatt hours and 3.8 .e

Due to the difference between the bcnded rates per kilowatt hour for all over 1,000 kilowatt hours.
and those approved by the Commission, the Company The Commission stated that this "will hopefully
was required to refund approximately $2.8 million lead to conservation by higher electricity users."
with 9 per cent interest. This was scheduled for
February 1978 by applying a credit on customer bills. Stockholders

In an unprecedented move, the Commission also Outstanding shares of common stock, as of
stated in its rate order that the Company must December 31,1977 totaled 20,358,612 and represent
refund to customers an additional $7 million, with an increase over the previous year of 2,524,439
6 per cent interest, that resulted from interchange shares. SCE&G, as of December 31,1977, had 48,752
power sales and purchases with neighboring utilities. stockholders. South Carolina continues to rank
The $7 million represents the difference between number one in the nation in having the largest
the net amount paid out by SCE&G in the first six number of stockholders.
months of 1976 for the purchase of electricity and Approximately 6,800 common shareholders
the net amount received by SCE&G in the first six participate in the Company's Dividend Reinvestment
months of 1977 for electricity sold to other utilities. and Stock Purchase Plan. Under this plan. the

The Company took exception to this section of shareholders' dividends are automatically reinvested
the rate order and requested the Commission to in additional shares of common stock at a discount.

<ri> ry
|LJ) J9/
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Corporate and Financial Review

Electrie Sales period of severe cold weather when the Company
At the end of 1977, the Company was serving was aiding some neighboring utilitie< that were '

320,476 electric customers, an increase of 7,859 experiencing difficulty in meeting their demamis
during the year. Of this total,280,179 were due to mechanical problems at several of their
residential; 37,693 commercial; 781 indust rial and plants.
1,823 in other classifications. The compound rate of The Company also experienced a territorid pt ah
growth for electric customers for the past five years demand of 2,216 megawatts in July 1977. Thi< 11.1
is 2.8 per cent. per cent increase in territorial peak demand over

The number of customers using electric'ty for 1976 represents the highest energy demand ever
heating purposes continued to increase in 1977. required by our ultimate consumers. The territorial
There were 7,001 customers joining this load factor for 1977 was 57.4 per cent.
classification last year. The total number of electric Due to the cold weather in Jar iary 1974. a new
heating customers is now 56,259, an increase of 14.2 winter territorial peak was est blished which
per cent over 1976. showed a 4.0 per cent increase over the previoue

Energy sales in 1977 were 11.2 billion kiiovcatt year. For the past five years, this winter peak ha-
hours. as compared to the 10.3 billion kilowatt hours been growing at a compound rate of 7.0 per cent.
sold in 1976. Sales to ultimate consumers in 1977 Because of the increase in the use of electricity for
reached 9.8 billion kilowatt hours for an increase home heating, we expect this trend to continue and
of 8.3 per cent. The compound growth rate for the to even accelerate in the years ahead.
five-year period of 1973-1977 is 5.9 per cent.

In 1977, G,566 customers were added to our Fuel
residential classification for an increase of 2.4
per cent. In addition, the average consumptien per Fuel costs for electric generation continue to be the

customer increased 7.3 per cent to 12,146 kilowatt major and growing expense in the utility industry.

hours. This ranks SCE&G 14th in the nation in During 1977, f uel costs for SCE&G increased $39.2

average customer consumption. mill;on, a 32.7 per cent increase over the previous
year. This compares to the $ T.2 million increase
recorded in 1976. Rising fuel prices and an incret <eElectrie Operation,

. in steam generation are largely responsible for the
Electric system generation for 1977 totaled 12.1 rise in fuel expenses during 1977.
bilhon kilowatt hours, which was 1.1 bilhon kilowatt Natural gas as a boiler fuel is now practically
hours higher than 1976. non-existent, sa the Company has increased it< use

A system peyk load of 2,459 megawatts was of coal to compensate for the loss. In 1977, for
recorded in January 19 4 n. This occurred during a example, coal was used to provide 69 per cent of the

electricity on the system. Residual oil provided 25
per cent, hydro facilities accounted for 4 per cent

Electric Sales swce and natural gas provided only 2 per cent.
Coal is expected to continue bearing the load in- %m a c- w.. . %,.

12 1978 for electric generation. Of the needed
generation, coal is scheduled to produce 76 per cent"'

,n '" while residual oil is expected to provide 18 per cent.' '
..

Hydroelectric facilities and distillate fuel oil will9 '

provide the remainder.
an Normally, the Company maintains a 60-daym

, e.w 'p mw ,, % supply of coal. However,in anticipation of the coal6 4'>-

"* pdaM w J M- ~G miners' strike, the Company increased its supply of

\ d , m ;, am r,
a w , .e -

b": coal to a 100-day supply during the latter part of
.' 1977. This represents approximately 900.000 tons.

of coal. The Company anticipates continued receiptqjg- pn . -
of coal during the strike. The major,ty of the coalm im m_

o "N~ ~ ^ used by the Company comes from long-term
contracts with companies in Kentucky and1973 1971 1975 1976 1977

West Virginia.e. m cme - %,.-

<n <,

i m W;3

10



Electric Herenues ws e-s There are presently no reprocessing facilities in
m. % .. ~ -, a ._ mm,,... u c.m, operation in the United States available to utilities

C0 for reprocessing of spent fuel. President Carter has
announced his opposition to reprocessing.

On September 8,1975, Westinghouse notified the2"

300 Company that "Under present and anticipated
' ' "nas ^ market conditions, Westinghouse finds itself unable

77e
. to obtain sufficient uranium to meet . . . eustomer

200 'A # %~ needs except at such onerous prices that.
-

; , QM g_ g M** performance on Westinghouse's part would be
"

.u
aNWy apy - commercially impracticable." On October 22,1975,

'' ''

/ j "' ~ ~
. ,g

f
-

w -~= gggg. f the Company commenced an action againsttoo

m ns - #5 Westinghouse in the U. S. District Court for the
,__

f85
~~

District of South Carolina seeking specific
0 * "5 "5 performance of the uranium supply provisions of

1973 1974 1975 1976 1977 the contract and damages for its breach. Such action
was consolidated with other similar actions by othere. . %,..+

utility companies against Westinghouse and
transferred to the U. S. District Court for the

Two of the Company's generating plants use Eastern District of Virginir. Trial commenced
Number G fuel oil to fire the boilers. Oil for Williams September 12,1977; proceedings are continuing
Station is supplied by Exxon Company under a at present,
contract expiring in 1992, subject to renegotiation On February 3,1970, Westinghouse consented to
of price in 1982 and 1987. The contract for oil at an order of the U. S. District Court for the Eastern
Plant Hagood is also with Exxon and covers the District of Virginia requiring it to deliver, without
period from 197G to 1982. prejudice to the position of any of the parties as to

Oil for Williams Station is barged up the Cooper their ultimate obligations, quantities of uranium
River from Charleston and stored at a tank farm concentrates at the .mtract price equal to its
which currently has approximately a 100-day inventories of uranium concentrater then on hand
supply. Fuel for Plant Hagood is shipped through a and on order to the extent received. The Company
pipeline from the supplier's terminalin Charleston. will receive approximately 731,000 pounds of

The Company has contracts with Weetinghouse uranium concentrates, which is approximately 18
Electric Corporation, with an effective date of per cent of the original Westinghouse commitment
December 18,1970, for the ^upply of uranium to the Company (estimated at approximately 4.1
concentrate, conversion and fabrication and with million pounds) and 82 per cent of the first core
the Energy Research and Development fuel requirements (estimated at approximately
Administration (ERDA) for supply of enriching 888,000 pounds).
services for the V. C. Summer Nuclear Station, The contract with Westinghouse provides for a
which is presently und;r construction. The contract base price subject to increases or decreases in
with Westinghouse coQrs the initial core loading price according to changes in various indices
of three regions and ei ht yearly reload regions for published by several federal agencies. The Companya total of 11 regions of(' fuel. ( A region representsestimates that the contract price for the 731,000
approximately one-third of the .melear cores in the pounds of uranium concentrates will be in the range
reactor at any time.) Under anticipated operating of $12 to $13 per pound. The Company has
conditions this would cover a period of purchased on the open market, at prices averaging
approximately ten years. approximately $40 per pound, sufficient quantities

It will be necessary for the Company to enter into of uranium to meet the fuel requirements of the
future contracts to cover the difference between its initial core.
total requirements and those covered by its present 'lhe Company cannot at this time estimate the
contract. The contract with the ERDA is a amot.nt of damages occasioned by Westinghouse's
" requirements" type contract whereby the ERDA actions because the contract calls for performance
supplies total enriching requirements for the unit by Westinghouse over a period of years. The
through the year 2002. Company is continuing discussions with

<,,,
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Corporate and Financial Review

Source of Electric Generation .ra ciur be needed during the 1980's. Construction of the
as s,..- un ,~., cm- % first unit is presently expected to commence by 1%

100

Gas Sales.
- - The Company serves natural gas to over 70 townsc .;M,S - ,n ~~

and communities. At the end of 1977, the Company
.- , , , ~ L s , ,

a a d yed A f ? e .e ; was providing natural gas service to 161,850

b N*N N b ' ' ' Ob . customers, addi".g 377 during the year.
50 ' Sales for the year decreased 4.3 per cent and

~, e a% - , .,

totaled 45.7 billion cubic feet. Sales to firm~ ~ d.a.a , cm:

5, g . %. ,.[ customers recorded a 5.6 per cent decrease.
3 ,

Residential customers, who constitute 45 per centr- r. - w nc :n; <u
p_, j jt _ , . d~e y of all firm sales and use gas primarily for heating,

s
''

h decreased their consumption 3.8 per cent. Firmg W~ aop , , ,
" " ' ' '

sales to commercial establishments decreased 11.0
'S73 ' 9" S75 976 S" per cent and firm industrial customers decreased

Westinghouse and also with other suppliers for the their consumption by 5.4 per cent. Interruptible

purpose of obtaining an adequate supply of uranium customers, which include commercial and industria

and minimizing any damage to the Company or cost users, decreased their use by 2.8 per cent. These

to its customers resulting from the actions of drops in the sale of gas are directly related to the

Weetinghouse. The Company does not anticipate national shortage of natural gas and its availability

that uranium supply problems are likely to result on the SCE&G system during the severe winter

in a delay in completion or operation of the V. C. weather of 1977.

Summer Nuclear Station. Gas Operations
In 1974, the South Carolina Public Service

Construction Commission ordered the Company to continue to
The Fairfield Pumped Storage Plant has been install and furnish gas service to new and old
rescheduled for completion in 1978. The plant, residences located on existing mains. To preserve it
capable of producing 480 megawatts, had been ability to supply gas to existing firm customers, th<
scheduled for completion during the two year period Company adopted the policy of not extending servic
of 1978 and 1979. It is expected to cost to any other firm customers. The Company also
approximately $200 million ($417 per KW) and limits its interruptible sales to a mcximum of 1,000
will be used primarily as a peaking station. 31CF per day on existing mains.

The V. C. Summer Nuclear Station, located The Company, under a contract which extends to
adjacent to the Fairfield Plant, is still scheduled for 1989, purchases 165,000 3f CF per day fron)
operation in 1980. It will have a capacity of 900 Southern Natural Gas Company. However, due to
megawatts and has an estimated total :ost of $674.8 the establishment of curtailment priorities by the
million. This nuclear plant is a joint venture between Federal Energy Regulatory Commission, the
the Company and the South Carolina Public Service Company does not always receive its full contract
Authority (a public corporation of the State of demand. Because of these priorities, Southern
South Carolina). The Company will own and receive Natural allocates gas to its customers based upon
two-thirds of the plant's output. One-third of the "end-use" categories.
plant's capacity will be owned and received by the To help supplement the Company's supply of
Authority. natural gas, LNG facilities were completed in 1977

Total construction cost for the year 1978 is and were full at the beginning of the 1977-78
projected to be approximately $178 million, tne heating season. The facility, operated by South
third largest annual construction budget in the Carolina LNG Company,Inc., a wholly-owned
Company's history. Construction forecasts through subsidiary, was constructed at a cost of
1982 are expected to be approximately $552 million, approximately $14.8 million. During off-peak
excluding nuclear fuel. periods, the Charleston-based operation can liquefy

Two additional coal-fired urdts are expected to up to 6,000 31CF per day and store one million 3!CF

lLu) UDU
n - ,,n
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of natural gas. On peak days, the plant can regasify Environmental 31atters
ap to 60,000 3fCF per day. Both federal and state authorities have imposed

Additionally, the Company has propane storage various environmental control requirements
facilities which can supplement our supply of relating primarily to airborne pollution and liquid
natural gas by approximately 58,200 LICF per day. discharge of pollutants, including heat,into wrters
At the beginning of the current winter season the in the vicinity of the Company's plants. The
Company had approximately 6.3 million gallons of Company is attempting to insure that its facilities
propane (equivalent to approximately 525,000 31CF meet these standards.
of gas) in inventory. The Compa ty also had a In the years 1970 through 1977, the Company's
contract for an additional 2.7 million gallons of expenditures for environmental control facilities
propane (equivalent to approximately 222,000 3ICF amounted to approximately $14.4 million. The
of gas) for use during the current winter season. Company forecasts a minimum expenditure of at

Dy using these supplemental sources and if the least $1.9 million for 1978 and an additional 33.8
weather conditions are no more severe than during million for the years 1919 to 1982, inclusive.
the winter of 1976-77, the Company expects that it
will be able to meet the gas demands of its firm
customers. Litigat,oni

Gas Sales e,wms cue,c "" The Company has been named as a ecdefendant in
an action filed on August 17,1977,in the United

rm an.a.m. um co-c+ as %.e. m om
States District Court for the .\ilddle District of, , ,

Norm Carolina in Greensboro, .N. C, h certainmasa ss s7

North Carolina electrical cooperative utilities as
plaintiffs. The complaint alleges that the Company
and Carolina Power & Light Company have
maintained an unlawful monopoly in power exchange

24 .ww insuc; ' : sam mw. services, firm bulk power, and firm retail power in
. n-

p ,. .
4-; areas of North and South Carolina and seeks any, e m -<

[ 4 7 ; g f t| [ M (7 ' N order requiring the Company to negotie.te with them
M T=N DW plaintiffs and $50,400,000 damages trebled against12 M -

w are lw both defendants. The Cc,mpany has filed a motinnm x. . 3,.y

Egf M $ to dismiss the action against the Company on the"[ ' jet % y$n;cd[ygjaga.;.u& grounds that the court lacks jurisdiction over it.e uo
-

The General Counsel of tl. Co inr oelieves that,
1973 1974 1975 197': 1977 even if the pNsently pending . Jon to dismiss the
e. e w ei. -e-c."

action is not granted, the Company has meritorious
Gas Revenues wwms or oouns defenses to such action and should be able to defend

um n .a.~ ,um com c. men ma . . mm om., such action successfully.
80 7e 4

71 9

Transportation (Coach)
60 The Company has entered into discussions with the

5 Charleston Area Transit Committee,looking toward
'*

a transfer of the Company's transit facilities in
40 3S Charleston to a public body. For many years the

coach operation in Charleston has been operated at

pf* a loss. Negotiations are proceeding and the CompanyN.,

20 mm is unable to predict the outcome at this time. Any
y Qg' agreement between the Company and the Transit

M m .. . Committee would be subject to the approval of the
o

. .
. ,- - Board of Directors, the South Carolina Public

Service Commission and the local governments1973 1974 1975 1976 1977
wo , % ci _ ,,,c.~ involved.

1C53 051
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ConsolidatedBalance Sheet
December 31,1977 and 1976

ASSETS 1977 1970

Utility Plant (including construction work in progress;
1977 - $505,554,271; 1976 - $355,329,443) (Notes 1,3 and 4) :
Electric $ 1,330.820,210 $1,151,950.903

Gas 130.816,589 12s.019.133
Transportation (coach) 3,613,670 3,643,565
Common 13,338,687 10.001.75S

Total 1,178,619,156 1,294.278.001

Less accumulated depreciation and amortization 269,228.397 241,189.G26

Utility Plant, net (excluding nuclear fuel in trust) 1.209,390,759 1,052.769.035

Nuclear fuel in trust 10,491,893 C.50u.tc7

Utility Plant, net 1.219.882.631 1,059,2 M .902

Other Property and Investments:

Nonutility property (substantially at cost) 2,417,715 2.461,516
Investments in, notes receivable and advances to

subsidiary and partnership (Note 1) 17,026.432 13,720.021

Other investments and special funds (at cost or less) 145.591 4,380.117

Total Other Property and Investments 19,619.738 20,571.311

Current Assets:

Cash (Note 7) 1,W 0,115 5,011.270
Temporary cash investments - 1,500.000
Special deposits 103.287 107,705
Receivables (including $921,672 due from subsidiary) (Note 1) 41,486.088 36,772.n13
Materials and supplies (at average cost or less):

Fuel 50.318.310 29,629.720
Other 6.106,672 6,895.931

Prepayments 2.099,919 2,059.861

Total Current Assets 103.631,421 81,976.572

Deferred Debits:

Unamortized debt expense 3.882.493 2.853.153
Other 12,202.823 6.939.319

Total Deferred Debits 16,085,316 9,792.474

Total $ 1,361,222,129 $1,171,630.262

See notes to consolidated financial statements.
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South Carolina Electric & Gas Company

LIABILITIES 1977 1976

Stockholders' Investment (Note 5) :
Preferred stock 8 136,056,000 $ 137,771,000
Common stock 91.613,751 80,253,778
Premium on common stock 161,466,509 129,649,328
Other paid-in capital 4,182,117 4,176,823
Capital stock expense (debit) (5,029,857) (4,430,534)
Retained earnings 107,897,373 95,423,087

Total Stockholders' Investment 499,185,896 442,843,482

Long-Term Debt (Note 3) :

Principa! am >unis 575,518,281 524,046,244
Less unamort zed discount and premium, net 703,154 1,897,419

Long-Term Debt, net 574,815,127 522,148,825

Tota' Capitalization 1,074,001,023 964,992,307

Nuclear Fuel Trust (Note 4) 10,491,895 6,500,867

Current 1; abilities:

Short-term Wrowings (Note 7) :
I anks 1,750,900 6,454,500
Other 39,019,725 10,799,015

Accounts payable and customer rate refunds (Note 2) 48,083,170 23,750,834
Customer deposits 6,002,282 4,871,345
Taxes accrued 12,557,589 8,381,954
Interest accrued 12,445,450 10,946,893
Dividends declared 10,594,820 9,112,552
Current portion of long-term debt (Note 3) 9,268,192 12,499,855
Tax collections payable 563,296 1,041,411
Other 5,102,924 5,412,404

Total Current Liabilities 145,388,348 93,270,763

Deferred Credits:

Accumulated deferred investment tax credits (Note 1) 36,906,085 22,684,231

Accumulated deferred income taxes (Note 1) 91,885,000 81,084,200
Other 2,549,778 3,097,894

Total Deferred Credits 131,340,863 106,866,325

Commitments and Contingencies (Note 8) - -

Total 81,361,222,129 $1,171,630,262

See notes to consolidated financial statements.

n ? - , ,.
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Consolidated Statement ofIncome
For the Years Ended December 31,1977 and 1970 South Carolina Ylectric & Gas Company

1977 1976

Operating Revenues (Notes 1 and 2):
Revenues from sales:

Electric $290,970,933 $242,525,E13
Gas 78,405,485 71,948,122
Transportation (coach) 2,023,009 1,996,18C

Total 371,399,427 316,469,821
Electric fuel adjustment clauses 46,955,899 33,365,877

Total Operating Revenues 418,355,326 349,835,698

Operating Expenses:
Fuel used in electric generation 155,132,324 116,892,037
Power purchased, net (credit) (5,304,083) 3,064,887Gas purchased for resale 51,321,499 44,789,012other operation 37,720,633 33,547,818
Maintenance 17,726,553 15,859,807
Depreciation and amortization (Note 1) 30,338,900 27,825,300
Taxas (Notes 1 and 6) :

Other than income 22,454,847 20,111,595
State income 4,270,300 2,554,400
Federal income 9,988,900 5,192,200
Prosision for deferred income 15,880,636 10,245,992
Deferred taxes (credit) (5,135,564) (1,248,871)Investment tax credit adjustments:

Amount deferred 16,289,894 12,214,854
Amortization of amounts deferred (credit) (594,816) (346,082;

Total Operating Expenses
_ ,

350,090.023 290,702,949
Operating Income 68,265,303 59,132,749

OtherIncome (Notes 1 and 6):
Allowance for funds used during construction:

Borrowed and equity - prior to January 1,1977 18,094,168-

Equity - since January 1,1977 16,610,026
Income tax-credit -

9,182,700 5,859,400
Other income and deductions, less income taxes (debit) (184,703) 345,350

Total Other Income 25,608,023 24,298,918
Income Before Interest Charges 93,873,326 83,431,667
Interest Charges:

Interest on long-term debt 43,020,566 37,050,967
Amortization of debt premium, discount and expense, net 548,156 341,627Other interest expense 2,556,277 2,223,505
Allowance for borrowed funds used during construction -

since January 1,1977 (credit) (Note 1) (6,903,601) -

Total Interest Charges 39,221,398 39,616,099
Net Income 54,651,928 43,815,568
Dividends on Preferred Stock 10,653,247 9,168,825
Earnings Available for Common Stock 8 43,998,681 $ 34,646,743
Average Common Shares Outstanding 19,833,002 17,547,328 '
Earnings Per Share of Common Stock

82.22 $1.97
See notes to consolidatM firnneial statements.
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Consolidated Statement of Retained Earnings
g the Years Ended December 31,1977 and 197a South Carolina Electric & Gas Company

1977 1976

Balacce at Beginning of Year 8 95,423,087 $ 87,741,998
Add - Net income 51,651,928 43,815,568

Total 150,075,015 131,557,566

Deduct -
Cash dividends declared:

Preferred stock 10,653,247 9,168,825
Ccmmon stock (at an annual rate of $1.56 per share

and $1.52 per share for 1977 and 1976, respectively) 31,524.395 26,965,654

Total Deductions 42,177,M2 36,134,479

Balance at End of Yes* (Note 5) 8107,897,373 $ 95,423,087

Consolidated Statement of Changes in Financial Position
For the Years Ended December 31,1977 and 1976

1977 1976
Working Capital Provided;

Net income 8 54,651,928 5 43,815,568
Charges (credits) to income not providing or

requiring working capital:
Depreciation and amortization 30,338,900 27,825,300
Deferred income taxes, net 10,745.072 8,997,121
Investment tax credit, net 15,695,078 11,868,772
Allowance for funds used during construction (23,513,627) (18,094,168)

Total from Operations 87,917,351 74,412,593
Nuclear fuel trust 3,991,028 6,500,867
Sale of mortgage bonds 79,130,600 99,125,000
Sale of pollution control revenue bonds 5,155,000 -

Sale of preferred stock 20,000,000-

Sale of common stock 46,177,157 33,281,418
Decrease in other property and investments 951,576 6,824,016
Decrease in other non-current funds 2,498,205-

Total Working Capital Provided 223,322,712 242,642,099
Working Capital Applied:

Utility plant additions (exclusiee of allowance
for funds used during construction) IM,254,229 179,391,001

Nuclear fuel in trust 3,991,028 6,500,867
Cash dividends cn preferred stock 10,653,247 9,168,825
Cash dividends on common stock 31,524,395 26,965,654
Reduction of long-term debt 32,488,698 29,546,306
Retirement of preferred stock 1,715,000 1,715,000
Increase in other non-current funds 7,155,851 -

Total Working Capital Applied 251,782,448 253,287,653
Decrease in Working Capital 8(28,459,736) $ (10,645,554)

Increase (Decrease) in Working Capital by Component:
Cash 8 (3,021,161) $ (625,122)
Temporary cash investments (1,500,000) (9,758,322)
Receivables 7,714,075 10,243,003
Materials and supplies 20,429,355 2,135,900
Short-term borrowings (23,517,110) 4,523,575
Current portion of long-term debt 3,231,663 (5,946,655)
Accounts payable and accruals (31,832,138) (7,027,967)
Other, net 35,580 (4,189,966)

Decrease in Working Capital 8(28,459,736) $ (10,645,554)

See notes to consolidated financial statements. } } QI} }
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Notes to Consolidated Financial Statements
.

-
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a

1. SUMMARY OF SIGNIFICANT ACCOUNTING embedded cost, actual capitalization ratios. incia.'
POLICIES: short-term debt, and semi-ann. sal compounding of 1

+

A. System of Accounts AFC rate. The Ccmpany's AFC rate, determired
.

", The accounting racords of the Company are main- c mpliance with the above-mentioned FERC ordt
C '- tained in accordance with the uniform system of ac- does not exceed the maximum allowable rate.

counts prescribed by the Federal Energy Regulatory N'KI""I"E I" 1977' pursuant to the FERC Or !
~ '

; Commission (FERC which term ss used herein, the interest portion of AFC related to borrowed fun

|g y includes its predecessor, the Federal Power Commis- has been reclassilled in the Consolidated Statement

g%j
sion) and the South Carolina Public Service Com- Income from "Other Income" to a reduction in " Int.,

--

missior. (PSC). est Charges." The Company has not reclassified AF
into its debt and equity components for periods pri r

$3 B. Principles of Consolidation January 1,1977. The Company believes that sud
f The accounts of the Company's wholly-owned sub- reclassification would be inappropriate since the alb=

1
[i sidiary, South Carolina LNG Company, Inc., are con- t! 'l between the debt and equity components for p :

;

5 solidated in the accompanying Consolidated Financial da prior to January 1,1977 would not be compar.n-! Statements. to the allocation of such components determined -

N The Company's investments in its wholly-owned sub- December 31.1976. utilizing the revised procedur.a
'

sidiary, Energy Subsidiary, Inc. and a partnership (in the FERC order. For comparative purposes, "All,
'N which the Company and Energy Subsidiary are equal ance for funds used during construction- equity sir

partners) are reported in the accompanying Consoli- Jar.lary 1,1977" and " Allowance for borrowed fun
dated Financial Statements using the equity methad used during construction - since January 1, 10_.

of accounting. (credit)" should be combined.

C. Utility Plant E. Depreciation

Utility plant is stated at original cost. The cost of The Company provides for depreciation for financi
reporting purposes on a straight-line basis over tiadditions, renewals and betterments to utility plant,

including direct labor, material and indirect charges estimated useful lives of utility plant. Annual rat
for engineering, supervision, and an allowance for average 3.309 for 1977 and 3.16% for 1976.

funds used during construction, are added to utility F. Imr. e Taxes
'

plant accounts. The ori-inal cost of utility property Ddrred income taxes, arising from the use <._

.. - retired or otherwise disposed of is removed from accelerated amortization and depreciation uther tb
utility plant accounts and along with the cost of re- straight-line tax depreciation, are charged to incor
movd, less salvage, is charged to accumulated depre- with corresponding credits to accumulated deferre
clation. The cost of repairs, replacements and renewals income taxes and are credited to income in appr-
of items of property determined to be less ihan a unit priate amounts when subsequent income tax liabilitb
of property is charged to maintenance expense. are greater as a result of this practice. With respo

to the excess of tax straight-line depreciation over ho<
D. Aliowance for Funds Used During Construefion depreciation, the Company follows f'ow.G. rough a

Allowance for funds used during co.. ,truction counting for income tax reductions arising therefre
(AFC), a non-cash item, reflects the cost for the Incorr.e taxes are allocated to " Operating Expens -
period of capital devoted to plant under construction. or "Other Income." The income tax-c* edit una
This cost represents interest charges on borrowed "Other Income" results from tax deductions reh,*
funds and a reasonable rate of return on equity funds to interest expense arising principally from inn
so used. This accounting practice results in the inclu- ments in construction work in progress.
sion, as a component of construction cost (construction Investment tax credits on eligible property as pr.
work in progress), of amounts of AFC which will ulti- vided by the Revenue Act of 1971 and the Tax Hedu
mately be included in rate base in establishing rates tion Act of M75 are being amortized over the :ives
for utility charges. The rates used for computing AFC the respective assets.
were 6.5% in 1977 and 8% in 1976. The Company's 1975, 1974 tm 1973 income ta

Effective January 1,1977, the FERC issued an order returns are currently being ex : mined by the ta
which provided a formula for computing a maximum authorities; however, no report has been received o
allowable AFC rate based on, among other things, such examination at this time,

r%

P00R DEM om1.

,,.,,..,,,-ii ,-

m-



South Carolina Electric & Gas Company

G. Pension Plan 3. LONG-TERM DEBT:
The Company has a pension plan covering all em- 1977 197c

ployees. Unfunded prior service cost is being amortized First and Refunding
over a twenty-year period ending in 1995. The un- Mortgage Bonds:
funded prior service cost was approximately $2,635,000 3% Series, due 1977 $ - $ 4,000,000
at December 31, 1977 based on the latest actuarial 3%% Series, due 1979 4,000,000 4,000,000

valuation dated January 1,1976. 10%% Series, due 1979 35,000,000 35,000,000
3% Series, due 1980 22,200,000 22,200,000The Company's policy is to fund pension cost ac-
8* 8*'I'* A, due 1980 4,000,000 4,000,000crued. There was no excess of actuarially computed 8 ''.value of vested benefits over the total assets of the ,,[,,,"due 1982

' ' '

50,000,000
Plan based on the latest actuarial valuation. Total 4%u Series, due 1983 2,800,000 2.800,000
pension contributions by the Company, including amor- 9% % Series, due 1984 25,000,000 25,000,000
tization of prior service cost, were $3,490,000 and 3%% Series, due 1985 3,650,000 3,724,000
$3,236,000 for 1977 and 1976, respectively. 5%% Series, due 1987 7,600,000 7,750,000

4%% Series, due 1988 10,000,000 10,000,000
H. Revenue Recognition 10%% Series, due 1990 13,800,000 14,400,000

Customers' meters are read and bills are rendered 5% Series, due 1990 10,000,000 10,000,000
on a monthly cycle basis. Base rate revenue is recorded 5% Series, due 1991 8,000,000 8,000,000

during the accounting period when the meters are 4%% Series, due 1995 16,000,000 16,000,000

read. Revenue attributable to electric fuel and gas costs 515% Series, due 1996 15,000,000 15,000,000

(to the extent collectible through adjustment clauses) 6% Series, due 1997 15,000,000 15,000,000

is recorded in the month during which the fuel and gas 6%% Series, due 1998 20,000,000 20,000,000

are used rather than when the revenue is billed. 8% Series, due 1999 35,000,000 35,000,000
9%% Series, due 1999 15,000.006 15,000,000

2. RATE MATTERS: 9%% Series, due 2000 - 30,000,000
8% Series, due 2001 35,000,000 35,000,000

On December 13,1977, the PSC granted an electric 7%% Series, due 2002 30,000,000 30,000,000
retail rate increase approximating 727c of the amount 9%% Series, due 2006 50,000,000 50,000,000
requested in an application filed by the Company No- 8.40% Series, due 2006 50,000,000 50,000,000
vember 12,1976. The order also required a refund to 8% % Series, due 2007 30,000,000 -

the Company's retail customers of approximately $2.8 Pollution Control Facilities
million of revenues collected under bond plus interest Revenue Bonds:

and approxinately $7.0 million from net interchange 4]g,eriep,,un egrS
9t ,

sales to other utility companies during 1977, plus in- of applicable prime rate
terest. The 1977 Consolidated Financial Statements unti10ctober l.1981 and
reflect the effect of the PSC order and include revenues 73d f such pri

' te
, ,g,{t due 19 7 5,155,000 -

of approximately $17.0 million resulting from the rate 5.95% Series, duc 2003 7,500,000 7,500,000
order. However, certain parties, including the At- First Mortgage Bonds:
torney General of South Carolina, have appealed the 3%% Series, due 1979 1,620,000 3,005,000

PSC order granting the rate increase. 4% Series, due 1981 1,121,000 1,603,000

During January 1978, the Company appealed to the 5%d"*,lgtdduIgage
Court of Common Pleas that portion of the PSC order (non. callable) 1,087,000 1,106,000
requiring refund of the $7.0 million. The Court issued Unsecured Notes- Banks, due
an order staying the Company's requirement to make 1980 with interest not to

,[*d 7 625% om the ten*the $7.0 million refund until the Company's appeal of g, , 45,000,000 45,000,000
the PSC order can be heard by the Court. The rates First Mortgage Bonds-South
directed by the PSC order have been placed into effect Carolina LNG Company, Inc.,
with bills rendered during January 1978. 10%% Series, due 1990 10,810,000 11,500,000

At this time the Company is unable to determine the Capiglized lease obligations-
impact, if any, that final resolution of its appeal or

Tothe appeals by others may have on its Consolidated
, g,,, cu nt portion of

Financial Statements. long-term debt 9,268,192 12,499,855

Total $575,518,281 $524,046,244_
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Notes to Consolidated Financial Statements

Substantially all utility plant is mortgaged in con. 5. STOCKIIOLDERS' INVESTMENT:
nection with the various issues of long-term debt.

1977 1976Approximately $5,306,000 of the current portion of
long-term debt for 1978 may be satisfied by deposit Common Stock:

and cancellation of bonds issued upon the basis of prop- $ 50 par A
3 000h ut orized,qqerty additions.

1976 - 22,500,000 shares:
The annual amounts of long-term maturities, includ- Outstanding,

ing sinking fund requirements, for the calendar years 1977 - 20,358,612 shares;
1978 through 1982 are summarized as follows: 1976 - 17,834,173 shares $ 91,613,754 $ 80,253,7

Preferred Stock:Year Amount Year Amount
Cumulstive $100 par value;

1978 $ 9,268,192 1981 $10,330,000 Authorized 1,000,000 shares:
1979 47,099,000 1982 56,523,000 6%% Series (Outstanding
1980 78,099,000 150,000 shares) $ 15,000,000 $ 15,000,0

7.70% Series (Outstanding,

4. NUCLEAR FUEL TRUST: 1977 - 141,000 shares;
1976 - 144,000 shares) 14,100,000 14,400,0

8.12% Series (Outstanding,A Trust Agreement d<!ted September 30,1976 and 1977 - 202,400 shares;
amended August 1,1977 between the Company and 1976 - 206,800 shares) 20,240,000 20,680,0
The Citizens & Southern National Bank of South 8.40% Series (Outstanding
Carolina as Trustee provides for the financing of the 200,000 shares) 20,000,000 20,000,0
Company's two-thirds ownership share (see Note 8) I (Outstanding

00 s anof the cost of nuclear fuel related to the initial core Cumulative $50 par value;requirement of the V. C. Summer Nuclear Station. Authorized,
Pursuant to terms of the Agreement the Company has 1977 - 1,968,320 shares ;
assigned to the Trust certain contracts for purchase 1976 - 1,981,020 shares:

of nuclear fuel and the Trustee will borrow necessary 4.50 Series uts ding,
3funds up to an aggregate amount of $42 milhon to
1976 - 48,000 shares) 2,320,000 2.400,0'purchase the fuel and to make interest payments when 4.60% Series (Outstanding,

due. The Company is unconditionally obligated to re- 1977 - 27,834 shares;
purchr.se the fuel from the Trust either prior to initial 1976 - 29,334 shares) 1,391,700 1,466,7'
loading of fuelinto the reactor or no later than June 4.60 & *

30,1980. For fmancial reporting purposes, purchases 397 - 6 ,05 shares;
1976 - 64,052 shares) 3,102,600 3,202,6iby the Trust are assumed to have been made on behalf 4.609 Series B (Outstanding,

of the Company and the amounts expended by the 1977 - 136,000 shares;
Trustee ($10,189,000) and accrued by the Company 1976 - 139,400 shares) 6,800,000 6,970,0f
($303,000) through December 31,1977 are included in 5% res (Outstanding
the accompanying Consolidated Financial Statements.

5,125% Series (Outstanding,
1977 - 90,000 shares;
1976 - 91,000 shares) 4,500,000 4,550,0(

6% Series (Outstanding,
1977 - 140,800 shares;
1976 - 144,000 shares) 7,040,000 7,200,0(

9.40% Series (Outstanding,
1977 - 306,000 shares;
1976 - 312,800 shares) 15,300,000 15,640,0(

Cumulative $25 par value;
Authorized 2,000,000 shares:

Outstanding - -

Total $136,056,000 $137,771,0(

l

1CM 058
20



- -

The call premium of the respective series of pre- 6. INCOME TAX EXPENSE:
ferred stock in no case exceeds the amount of the The Company's income taxes differ from amounts
annual dividenk computed by applying the Federal income statutoryIncreases in Premium on common stock,, for 1977

rate of 48% to pre-tax income as follows:($34,817,000) and 1976 ($24,602,000) represent the
premium on issuance of additional shares of stock as 1977 1976

follows: Net income $54,652,000 $43,816,000
Add (deduct) components of

1977 1976 income tax expense:
Income tax expense charged

Common stock -public sale 2,200,000 1,700,000 to operating expenses
Stock Purchase-Savings (income taxes and

Program for Employees 125,014 121,419 credits and investroent
Dividend Reinvestment and tax credits, net) 40,699,000 28,612,000

Stock Purchase Plan 145,405 88,687 Income tan credited to
other income (9,183,000) (5,860,000)Employee Stock Ownership Income tax expense charged

Plan (ESOP) 54,020 18,725 to other income and
Total 2,524,439 1,928,831 deductions 385,000 472,000

Total income tax expense 31,901,000 23,224,000

Increases in "Other paid-in capital" for 1977 Total pre-tax income $86,553,000 $67,040,000
($5,000) and 1976 ($109,000) consist of gains on the Income taxes on above at
reacquisition of 7,400 shares of preferred stock each statutory Federalincome
in 1977 and 1976. tax rate $41,545,000 $32,179,000

I",C];8Increases in " Capital stock expense" fc,r 1977
but t($599,000) and 1976 ($330,000) are summarized as Allowance for funds used

follows: during construction (11,287,000) (8,685,000)
Depreciation differences 934,000 (121,000)
Amortization of investment

1977 19 6 tax credits (55$,0C ',) (348,000)
Charges in connection with State income taxes (less

issuance of stock: Federal income tax
Common $488,000 $ 48,000 effect) 2,273,000 1,579,000
Preferred 138,000 309,000 Taxes, pensions and other

Retirement of preferred stock items capitalized on
through purchase or books (2,056,000) (1,832,000)
sinking funds (27,000) (27,000) Other differences, net 1,088,000 452,000

Net increase $599,000 $330,000 Income tax expense $31,901,000 $23,224,000

Income tax expense is
The Restated Articles of Incorporation of the Com- composed of:

P sion f rrentlypany and the indentures underlying certain bond issues
contain certain provisions that limit the payment of Federal $ 2,177,000 $ (36,000;
cash dividends on common stock. The most restrictive State 3,232,000 1,860,000
of these provisions would have permitted the payment Total currently
of approximately $106,308,000 and $81,168,000 of cash payable 5,409,000 1,824,000
dividends on common stock at December 31,1977 and

Deferred taxes (net):1976, respectively. Federal 10,317,000 8,810,000
State 482,000 723,000

Total deferred taxes 10,799,000 9,533,000

Investment tax credits (net) 15,693,000 11,867,000

Total income tax
expense $31,901,000 $23,224,000

1['.5 059
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Notes to Consolidated Financial Statements

Provision for net deferred taxes results from timing comprised of $82,483,000 (includes one-third interi
differences in recognition of the following items: of South Carolina Public Service Authority) for c

1977 1976 struction of the V. C. Summer Nuclear Station n
Excess of accelerated $3,278,000 for construction of the Fairfield Pumt

depreciation and amortization Storage facility.
deductions over straight-line The Con 2pany and the South Carolina Public Serv.
depreciation otherwise Authority (a public corporation of the State of So
deductible for income tax Carolina) have contracted to become joint ownerspurposes $ 7,399,000 $ 7,107,000

the V. C. Summer Nuclear Station on the basis of tuOther, net 3,400,000 2,426,000
Provision for net deferred thirds by the Company and one-third by the Authori

income taxes $10,799,000 $ 9,533,000 and to participate, on a like basis, in the costs of en
struction, costs of operation and in the energy outp
thereof. Completion is scheduled for 1980.

7. LINES OF CREDIT, CO51PENSATING
The Company has made a timely application for .BALANCES, AND NOTES PAYABLE: operating license for the V. C. Summer Nuclear St

The Company has lines of credit which may be re- tion. The Company is unable to predict at this tir
duced or withdrawn at the banks' option and main- whether proceedings by regulatory and government
tains without formal agreement average bank balances bodies would demy tne issuance of sch license beyor
of approximately 10% of such lines of credit with all the date of scheduled operation.
r,nch balances available for use as general operating
funds. Bank loans are for 270 days or less. Detail of B. Litigation
lines of credit and short-term borrowings at December The Company is involved in litigation with Westin;
31,1977 and 1976 and for the years then ended are house Electric Corporation concerning contracts fr
as follows: the supply of nuclear fuel for the V. C. Summer Ni

clear Station. (Reference is made to " Corporate anDece her 31, Dece r 31,
Financial Review" beginning with the seventh part
graph under " Fuel.")

Lines of credit at end of year $8 9 89 "." pany s n d d as a'

Borrowings against credit line fendant with Caroh.na Power & Light Comparv i
at end of year $ 1.0 litigation brought by certain North Carolina electri-

Average bank balances
cooperatives. (Reference is made to " Corporate anduring the year $ 6.6 $ 6.7

Short-term borrowings Financial Review" under " Litigation.")
(including commercial paper)

C. Leases
ai u outstanding $43.3 $72.7 mum lease commumenb as of DecemW M

Average outstanding $21.9 $39.9 1977 under all noncancellable non-capitalized leases ar
Weighted daily average not material. The present value of minimum lease com

interest rates: mitments at December 31,1977 with respect to nonBank loans 6.12 % 6.64 % capitalized financing leases (as defined by the SecuriCommercial paper 5.90 % 5.60 % ties and Exchange Commission) is less than firi
I an loans $ 1.8 $ 6.5 per cent of the total capitalization of the Compan:

Interest rate 6.72 % 6.10 % The impact on net income if non-capitalized. financing
Commercial paper $38.0 $ 9.7 leases were capitalized, related assets amortized on t

Interest rate 6.72 % 5.07 % straight-line basis and interest cost accrued on the
8. COMMMMENTS AND CONTINGENCIES: basis of the outstanding lease liability is less than thre(

A. Construction per cent of the average net income for the most recen
three years.

In addition to routine commitments of approximately
$10,021,000 for operating materials and supplies, the D. Licensed Projects
Company at December 31, 1977 had commitments Licenses granted by the FERC with respect to the
for major construction of approximately $85,761,000 hydroelectric projects of the Company provide that

(
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after an initial twenty-year period a portion of the 10. OUARTERLY FINANCIAL DATA
Trnings on such projects in excess of a specified rate (UNAUDITED):

.,f return is to be set aside in an amortization reserve. The following data have not been audited, but in the

At the termination of a license under the Federal pinion of the Company, include all adjustments (con-
.

Water Power or Federal Power Act, the Federal gov- 71 sting only of normal recurring accruals) necessary
ernment may take over the related project, or the I r a fair presentation of such amounts.
FERC may extend the license or issue a license to an- 1977

other applicant. If the Federal government takes over Restated for First Three Quarters
a project or the FERC issues a license to another, the q{rst, , keeo d 1rd F th

, q , , quar r 'I'otaloriginal licensee shall be paid its " net investment" in,

Total operatingthe project not to exceed fa.ir value, plus severance revenues (000) $101,740 $ 89,920 $123,040 $103,655 $418,355
damages. Operating

income (000) 18,010 14,550 19,842 15,863 68,265
The Company is licensee for five hydroelectric proj- Net income

ects. The initiallicense for two of the projects (Colum. (000) 14,147 11,230 16,182 13,093 54,652

bia and Saluda) expired in 1970 and 1977, respectively, (*,',"g;",Q f,,
I

with the Company continuing operations under annual common stock
licenses. (000) 11,469 8,573 13,519 10,438 43,999

Per common
share:
Earnings .62 .42 .67 .51 2.22
D dends9, SEGMENT OF BUSINESS INFORMATION:

.38 .39 .39 .39 1.55
Price range:Segment information at December 31,1977 and far High 19 % 20 21 19 %

the twelve-month period then ended is ar follows: Low 18 % 18 % 18 % 17 %

The quarterly data for the first three quarters of
Trans- 1977 have been restated from amounts previously re-

Electric Gas eo e ) Total ported to reflect the effect of the refund ordered by
e E (see Me O as foHows:(Thousands of Dollars)

Operating revenues 3 337,927 $ 78,405 3 2,023 $ 418,355 1977 Reductions to Previously Reported Results
Operating expenses, First Second Third
excluding Quarter Quarter Quarter
depreciation 249,609 67,075 3,067 819,751 Total operating

Depreciation 25,255 4,902 182 30,339 revenues (000) $ 2,441 $ 2,219 $ 2,954
Operating

Total operating income (000) 1,178 1,050 .386expenses 274,864 71,977 3,249 350,090 Net income
Operating income 3 63,063 $ 6,428 $ (1,226) 68,265 Ea nings

"'" * 8fAdd - Other income, net 25,608 ,y
Less-Interest charges 39,221 (000) 1,208 1,117 1,500

8 "Net income $ 54,652 ,,'m o are .06 .06 .07
Capital expenditures: 1976
Identifiable 8 182,249 8 3,094 $ 28 $ 185,371 First Second Third Fourth

Quarter Quarter Quarter Quarter Total
Utilized for overall Total operatingpany

revenues (000) $ 89,082 8 78,489 $ 92,421 $ 89,844 $349,836, ,9 s 2,397 Operating
Total 8 187,768 income (000) 15,895 12,475 16,581 14,182 59,133

Net income
Identifiable assets at (000) 11,518 8,502 12,708 11,088 43,816
December 31,1977: Earnings
Utility plant, net $1,112,014 8 95,974 $ 1,291 $1,209,279 available for

common stock
6 6,225 M,m 8,%2 34,msu pie 51,943 4,784 63 56,790 ,

Per common
Total $1,163,957 $100,758 $ 1,354 1,266,069 share:

Earnings .55 .35 .59 .49 1.97
Assets utilized for Dividends
overall Company paid .37 .38 .38 .38 1.51

)C3L d e) b) )
,, ,

95,153 Price range:operationa
- High 18 17 % 18 % 19 %

Total asseta $1,361,222 Low 15 % 15 % 16 % 17 %
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Notes to Consolidated Financial Statements

11. REPLACEMENT COSTS (UNAUDITED): rate relief. In compliance with reporting requirement-
estimated replacement cost information will be dir

The impact of the rate of inflation experienced in closed in the Company s annual report to the Securitm, .
,

recent years has resulted in replacement costs of pro- and Exchange Commission on Form 10-h.
ductive capacity that are significantly greater than the
historical costs of such assets reported in the Com-

12. SUBSEQUENT EVENTS:pany's Consolidated Financial Statements. The Com-
pany's ability to replace plant in the future as well On February 8,1978 the Company completed tb
as to expand will be contingent upon its ability to sale of $30,000,000 First and Refunding Mortgag-
finance the needed additions. Tnis, in turn, will depend Bonds, 8.90 c/c Series due February 1, 2008, anc
on the Company's ability to obtain adequate and timely 1,500,000 shares of $4.50 par value Common Stock.

Report ofIndependent Certified Public Accountants

HASKINS & SELLS 1250 First National Bank Building
Internationally Main at Washington Street

Deloitte, Haskins & Sells Columbia, South Carolina 29201

South Carolina Electric & Gas Company:

We have examined the Consolidated Balance Sheet of South Carolina Electric & Gas Company and con-
solidated subsidiary as of December 31,1977 and 1976 and the related Consolidated Statements of Income.
Retained Earnings and Changes in Financial Position for the years then ended. Our examination was made
in accordance with generally accepted auditing standards and, accordingly, included such tests of the account. (
ing records and such other auditing procedures as we considered necessary in the circumstances.

As explained in Note 2 to Consolidated Financial Statements certain parties have appealed and are seeking
to have rescinded a Public Service Commission (PSC) order granting the Company a rate increase which
increased operating revenues during 1977 by approximately $17,000,000. In addition the Company has appealed
that portion of the PSC order which requires it to refund approximately $7,000,000. Because the appeals are
in the early stages their final resolution and their impact, if any, on the Consolidated Financial Statements is
not presently determinable.

In our opinion, subject to the effects, if any, on the 1977 Consolidated Financial Statements of final deter-
mination of the matters referred to in the preceding paragraph, such Consolid ted Financial Statements present
fairly the financial position of the companies at December 31,1977 and 1976 and the results of their operations
and the changes in their financial position for the years then ended, in conformity with generally accepted
accounting principles applied on a consistent basis.

HASKINS & SELLS

February 6,1978 (except for
Note 12 to Consolidated Financial
Statements, the date of which is
February 8,1978)

1M6 002
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Summaryof0perations
South Carolina Electrie & Gas Company

1977 1976 1975 1974 1973 1967
INCOME DATA-TIIOUSANDS

Operating Revenues:
Revenues From Sales:

Electric $ 290,971 8 242,526 $ 206,656 $182,743 $150,030 $ 72,092
Gas 78,405 71.948 55,379 48,750 39,693 20,389
Transportation (coach) 2,023 1,996 1,979 2,024 1.898 1.595

Total 371,399 316,470 264,014 233,517 191,621 94,076
Electric Fuel A,.justment Clauses 46,956 33,366 57,117 45,060 12.620 -

Total Operating Revenues 418,355 349,836 321,131 278.577 204,241 94.076
Operating Expenses:

Fuel Used in Electric Generation 155,132 116,892 109,649 104,993 52,015 16,776
Gas Purchased for Resale 51,321 44,789 31,061 26,517 21,748 9,733
Other Operation 32,417 36,613 36,255 32.272 33,105 12,875
Maintenance 17,727 15,860 13,189 12,538 11,598 4.390
Depreciation and Amortization 30,339 27,825 26,703 23,544 20,450 10,142
Taxes:

Other Taxes 22,455 20,112 17,874 17,150 15,486 7,058
Income Taxes 40,699 28,612 27,662 13,878 8,561 11,791

Total Operating Expenses 350,090 290.703 262,393 230.892 162.963 72.765
Operating Income 68,265 59.133 58,738 47,685 41,278 21,311

Other Income:
Allowance for Funds Used During Construction:

Borrowed and Equity- prior to January 1,1977 - 18,094 9,668 4,105 6,320 1,070
Equity - since January 1,1977 16,610 - - - - -

Income Tax-Credit 9,183 5.860 3,317 1,590 1,891 -

Other Income and Deductions, Lens Income Taxes (185) 345 376 507 1.047 274
Total Other Income 25,608 24.299 13.361 6,202 9.258 1,344

Income Before Interest charm 93,873 83.432 72.099 53,887 50,536 22,655
Interest Charges:

Interest 46,125 39,616 33,6 7 29,309 23,820 6,825
Allowance for Borrowed Funds Used During Construction -

Since January 1,1977- (credit) (6304) - - - - -

Total Interest Charges 39,221 39,616 33,677 29,309 23.820 6,825
Net Income 54,652 43,816 38,422 24.578 26,716 15,830
Dividends on Preferred Stock 10.653 9,169 7,060 7,117 6,259 1,875
Earnings Available for Common Stock $ 43,999 $ 34.647 8 31,362 $ 17,461 $ 20,457 $ 13,955

GENERAL
Earnings Per Share of Common Stock $2.22 $1.97 $2.09 $1.47 $1.75 $1.71
Dividends Per Share of Common Stock $1,56 $1.52 $1.48 $1.48 $1.43 $1.05
Average Comr.on Shares Outstanding-Tinusands 19,853 17,547 15,023 11,890 11,714 8,182
Year-End Common Shares Outstanding - Thousands 20,359 17,834 15,905 14,236 11,746 8,189
Book Value Per Share of Common Stock - Year End $17.84 $17.11 $16.62 $16.20 $17.61 $11.67
Operating Incone - Before Income Taxes (%)

Electrie 93 88 88 84 87 84
Gas 9 15 14 18 15 17
Transportation (coach) (2) (3) (2) (2) (2) (1)

BALANCE SIIEET DATA-TIIOUSANDS
Total Utility Plant (excluding nuclear fuel in trust) $1,478,619 $1,294.279 $1,101.086 $966,492 $870,731 $425,257
Common Equity $ 363,130 $ 305,072 $ 264M31 $230,572 $206,882 $ 95,538
Preferreo Stock 136,056 137,771 119,486 101,201 87,616 37,126
Lnng-Term Debt 574,815 522,149 451,695 403,494 357.972 156,015
Total Capitalization $1,074,001 8 964.992 8 835.512 3735,267 8652,470 $288.679

OTIIER STATISTICS
Electric

Customers - Year End 320,476 312,617 304,366 298,585 290,180 241,728
KWii Sales-Thousands 11,155,095 10,318,150 9,563,369 10,092.501 10,492,078 5,792,024
Annual KWil per Residential Customer 12,146 11,320 10,970 10,745 11,291 7,380
Annual Rate per KWH - Residential- Cents 4.02 3.61 3.69 3.04 2.29 1.97
Generating Capability-Net KW-Year En1 2,852,000 2,852,000 2,851,000 2,883,000 2,91b,000 1,390,500
Peak Demand - Net KW

System 2,459,000 2,304,000 2,422,000 2,195,000 2,523,000 1,169,000
Territorial 2,216,000 1,994,000 1,931,000 1,819.000 1,762,000 969,000

Gas
Customers - Year End 161,850 161,473 159,241 158,253 154,348 102,225
MCF Sales (Million Cubic Feet) 45,669 47,721 45,534 47,722 44,225 28,682
Gas Produced and Purchased for Resale

(Million Cubic Feet) 48,745 50,374 49.273 51," J 48,427 31,150
Transportation (coach)

Number of Coaches 96 96 96 100 96 82
Revenue Passengers Carried (000) 8,971 8,915 8.937 9.310 8,978 10.306
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Management's Discussion and Analysis of the Summary of Operations

Operating F.evenues-Total operating revenues in- there was an increase of 4.8% in total MCF sales du,
creased $68.5 million or 19.6% and $28.7 million or primarily to increased usage by residential customerr
8.9% for 1977 and 1976, respectively. The increase in Fuel Used in Electric Generation -The cost of futelectric operating revenues daring 1977 was primarily used in electric generation increased $38.2 million o
attributable to an 8.1% increase in sales of electricity, 32.7% in 1977 due primarily to an increase in electri
a rate increase effective December 13,1976 and re- generation of 11.8% and rising fuel prices. Durin;
covery of m, ereased fuel costs through fuel adjustment 1976 fuel prices were stable and the increase in fuc
clauses. Gas sales during 1977 decreased 4.3% from costs of $7.2 million or 6.6% was due primarily to a:
1976. Accordingly, the increase in gas operating reve- increase in electric generation of 8.7%.,nues in such period was primarily attributable to
recovery of purchased gas costs through the purchased Power Purchased, Net - Net power purchased fluctu
gas adjustment clause. The increase in total operating ates with sales and purchases between the Compan;
revenues during 1976 was primarily attributable to and other utilities. The decrease of $8.4 million ara
increased sales and recovery of increased fuel and pur- $2.0 millicn for 1977 and 1976, respectively, resulte
chased gas costs. The decrease in electric fuel adjust- primarily from increased sales to other utilities art
ment clause revenues for 1976 was a result of a re- the expiration of a purchase power contract in 1977.
vision in the Company's electric fuel adjustment clause Gas Purchased for Resale - The increase in the cost oordered by the South Carolina Public Service Commis- gas purchased for resale of $6.5 million or 14.6% dursion, effective April 1,1976, which increased the fuel ing 1977 was due primarily to rising gas prices. Th,component in base rates from .456( to .9( per KWH. increese in gas costs of $13.7 million or 449 durin>
Such order had the effect of increasing base revenues 1976 was attributable to increased volumes of gas sob
and reducing fuel adjustment clause revenues with no of 4.8% cnd rising gas prices.
effect on the recovery of total fuel costs.

Other Operation - Inflationary pressures on wages an.
Electric Sales- Electric energy sales to ultimate con- material costs continue to be the prime cause for ir.
sumers increased 8.3% and 8.8% during 1977 and creases in almost all other items of electric and ga
1976, respectively, due primarily to recovery from the operating expenses despite cost reduction program-
recession in the economy and to an increase in the which have been continued by the Company. I

number of customers.
Maintenance - The increase of $1.9 million or 11.8"

Gas Sales-Total gas MCF sales decreased 4.3% dur- during 1977 was due primarily to repairs on electri
ing 1977 due primarily to the nationwide shortage of distribution overhead lines, repairs to gas distributiot
natural gas and curtailments by the Company's sup. mains, extraordinary maintenance for generator in
plier during the winter of 1976-1977. During 1976 spection and repairs and air preheater basket replace

Stock Frice Range and Dividends Paid Per Share

Common Stock 1977 1976

1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr
Price Renge:

(Price of Common Stock
on New York Stock
Exchange)

High 19 % 20 21 19 % 18 177/a 18 % 191L
Low 18 % 183/8 18 % 178/s 15 % 15 % 16 % 171;

Dividends Paid Per Share $.38 $.39 $.39 $.39 $.37 $.38 $.38 $.38

Preferred Stock 5% Series 4.50% Series 7.70% Series 8.12% Series 8.40% Series 9.409 Ser
Valuation Price -

Year End 1977 $28.375 $25.50 $90.00 $95.00 $98.00 $52.00,

c. i - o-
3hh



South Carolina Electric & Gas Company

ment at the Company's Williams Station, high pressure Allowance for Funds Used During Construction - Al-
'urbine overhaul at the McMeekin Station, turbine re- lowance for funds used during construction (AFC -
pairs at the Canadys Station, and repairs to #5 gen- both debt and equity portion) increased by $5.4 million
erator at Saluda Hydroelectric Station. The increase or 30% and $8.4 million or 87% in 1977 and 1976,
of $2.7 million or 20.3% during 1976 was due pri- respectively, as construction activity continued to
marily to extraordinary maintenance for low pressure progress at the Company's V. C. Summer Nuclear Sta-
turbine and turbine shell repairs at the Company's tion and Fairfield Pumped Storage Project. The in-
Canadys Station, turbine inspection and boiler feed crease during 1977 occurred despite a reduction in the
pump repairs at the Wateree Station and dredging at Company's composite AFC rate from 8% to 6.5% ef-
the Stevens Creek Hydroelectric Station. This increase fective January 1,1977. It should be noted that the
ia maintenance expense was also caused by increased amount of AFC capitalized fluctuates with construc-
costs related to tree trimming, repairs on electric tion activity.
transmission and distribution overhead lines, repairs The capitalization of AFC is a utility accounting
to gas transmission compressor equipment and repairs practice whereby the cost of the interest comoonent
to gas distribution mains and services. of borrowed funds and a reasonable rate of return on
Depreciation- Depreciation expense has continued to equity funds so used nre credited to Other Income or

increase as additional facilities were placed in service. Interest Charges and capitalized to construction work
A portion of the' increase of $2.5 million or 9.0% and in progress as a part of the cost of construction. While
$1.1 million or 4.2% for 1977 and 1976, respectively, the AFC is a non-cash item and does not contribute to
was caused by a change in the gas composite deprecia. the current cash flow of the Company, the Company

tion rate from ?.71% to 3.48% and establishment of a does expect to recover such costs through utility rates
depreciation rate of 6.67 % for the LNG facility owned after the completion of the related construction. (See
by South Carolina LNG Company, Inc., during 1976. Note 1 of the Notes to Consolidated Financial State-

ments.)
Taxes Other than Income -Taxes other than income
taxes consist primarily of property taxes, electric gen- Interest Charges -Increases in total interest charges
eration tax, franchise taxes, gross receipts tax and (exclusive of allowance for borrowed funds used dur-

ayroll taxes. These taxes continue to fluctuate due to ir.g construction) of $6.5 million or 16.4% and $5.9
changes in plant in service, millage as determined by million or 17.6% during 1977 and 1976, respectively,
the statutory Lodies, electric generation, operating were due primarily to additional long-term debt fi-
revenues and payroll costs. nancing required for construction purr ses.

Income Taxes- State and Federal income taxes in- Preferred Stock Dividends - The increase in preferred
creased by $6,513,000 in 1977 and decreased by stock dividends of $1.5 million or 16.2% during 1977
$5,154,000 in 1976 due to fluctuations in pre-tax in- and $2.1 million or 29.9% during 1976 was the result
come and investment tax credits. Additionally, current of preferred stock issues of 200,000 shares, 8.40%
and deferred Federal income taxes and allowance for Series in December 1976 and 200,000 shares,10% %
funds used during construction (which is not a cash Series,in December 1975.
item and although credited to Other Income or Interest

Earnings Ava.lable for Common Stock - Earm.ngsiCharges is not taxable income) fluctuate with the level
available for common stock mereased $9.4 million orof plant construction and its ultimate placement into
$.25 per share during 1977 due primarily to rate relief.service. (See Note 6 of the Notes to Consolidated
(See Note 2 of the Notes to Consolidated FinancialFinancial Statements.) Statements.) The increase in earnings per share was

Investment Tax Credits-Increases in investment tax partially offset by an increase of 2,285,674 in the aver-
credits were due primarily to the Tax Reduction Act age number of common shares outstanding during
of 1975 which increased the investment tax credit rate 1977. Although operating income increased by only
from 4% to 10% effective in 1975. The increases dur- $.4 million or .7% during 1976, earnings available for
ing 1977 and 1976 also reflect an additional 1% invest- common stock increased $3.3 million or 10.5% pri-
ment tax credit as provided by the Tax Reduction Act marily as a result of an increase in allowance for funds
of 1975 which the Company used to establish an used during construction. Earnings per share for 1976
Employee Stock Ownership Plan. Such increase during decreased $.12 due primarily to an increase of 2,523,-
1976 was offset somewhat by the use in 1975 of a $4 829 in the average number of common shares out-
nillion carry-forward credit generated in 1973. standing.

, - -.c
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Directors andOfficers

Directors

J. K. Addy (1) George Lott, Jr. W. H. TaylorPresident, Addy Dodge. Inc. Retired Division Manager President and Chairman of the BoardLexington, South Carolina South Atlantic Division Twin City Motor Company, Inc.
W B. Bookhart L ne Star Industries, Inc. Batesburg, South Carolina
Owner, W. B. Bookhart Farms Columbia, South Carolina

A rthur M. Williams *Elloree, South Carolina J. II. Lumpkin* Chairman of the Board and Chief
K. W. French Chairman of the Board Executive Officer of the Company

and Chief Executive Officer Columbia, South Carolina
"E I. d Pont d ours

'

''** * ** "*
Savannah River Plant

oju bia uh to i a
Executive Vice President -

.

Aiken, South Carolina F. C. McMaster Finance of the Company
President and Manager Columbia, South CarolinaJ. B. Guess, III

Owner, Edisto Farms Winnsboro Petrc!eum Company
Winnsboro, South Carolina Directors Emerit!Denmark, South Carolina
E. W. Pike, Jr. D. H. BanksB. A. Hagood President, Colonial Development Co. W. J. Keenan, Jr.

President, Wm. M. Bird and Co., Inc. Beaufort, South Carolina Edward KronsbergCharleston, South Carolina
J. B. Rhodes * S. R. McMaster

J. F. Ilassell, Jr. President, Rhodes Oil Company Inc. F. R Melieekin
Prealdent and Chairman of the Board Walterboro, South Carohra:

W. J. ReadvPre-Stress Concrete Co., Inc. J. E. Schachte, Jr.
John C. B. ' SmithCharleston, South Carolina President. Schachte Agency, Inc.

Real Estate and Insurance
.Avram Kronsberg Charleston, South Carolina . Member of the ExecutivePresident, Edward's, Inc.

.. . Committee
Charleston Heights, South Carolina '8'I C 8" *

,; n ef Operating Officer (1) Elected Effective
of the Company December n, Bs 4
Columbia. South Carolina

I,
Arthur M. Williams George H. Fischer Donald R. TomlinChairman of the Board and Vice President- Vice PresidentChief Exec: tive Officer General Counsel and Group Executive -
Virgil C hmmer Thomas M. Groetzinger Customer Operations
President and Vice President James W. WeddingChief Operating Officer and Controller Vice President-

D. Ellis Hay, Jr. Computer Services

xecut ve ce President - Vice President - Hugh W. }Veldon (1)
"*"#' Customer Operations. T ice President

Districts and Group Executive -C. Joseph Fritz
Senior Vice President - Malcolm C. Johnson Administrative Services

Administration Vice President and liarold M. Bryant
Group Executive - Secretary

Grayson C. Meetse Special Services

Senior Vice President and and Purchasing IIenry 11. Gaddis
General Manager - Operations Thomas C. Nichols, Jr.
William N. Ackerman ..'' . S. Jane Dent

Vice President - d Gro xecutive - Assistant Secretary
Gas Operations Power Production Samuel B. Harrington, Jr.and System Operations

Assistant ControllerHarry G. Boylston, Jr. Curtis L. Rye
Vice President - George C. How

Vice President -Marketing and Area Development Assistant ControllerCustomer Operations,
Esca (Ed) H. Crews, Jr. Metro Columbia T. Roland Lide

Assistant TreasurerVice President and B. Marlon Smith, Jr.
Group Executive - Vice President - Edward C. RobertsEngineering Services and .iovernmental Affairs Assistant Secretary
Construction

Herman B. Spelssegger, Jr. Robert W. Stedman
Frank C. Davis Vice President - Assistant Controuer

.

Vice President- Customer Operations, (1) Elected Group ExecutiveCorporate Communications Metro Charleston Effective January 1,1978
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Virgil C Summer Nuclear (under construction)

Fairfield Pumped-Storage (under construction)
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FABER PLACE

COLUM BI A CANADYS

WATER E E BURTON

HARDEEVILLE

Our service area encompasses 24 counties in South Car:1.na. covenng over 12.000 souare miles and

serves over 320 OOO etectric customers and161000 gas customers Total population of the terntory is

esternated to be about 11 milhon Electricity is served at retail to more than 127 towns and

Communsties and natural gas to 70 of these towns Also. the Company has two whofty. owned

subsidiaries. Energy Subsidiary. Inc . engaged in real estate development and South Carohna LNG

Company inC . organsted to construct and operate LNG storage facilities Urban bus service is

,dered in the cities of Columbia and Charteston In addition to the power plants indicated on the

. 64p the Company s system is enterconnected by a network of high voltage transmission lines with

electric utshty sVP'*rns throughout South Carohna and the Southeast
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. " _ " ~ ~ % increase. . , , , . - ' ~ ~ ~ ~
-. . , a i- - . , -

or(Decrease)'' ' '

-1978- 1977 Over 1977
>

3- (Thousands of Dollars except statistics
~ ''

and per share amounts)4. /, .'
Operating Movenues ~ ' Q _ .}' ~ 7' _ ,

. $ . 337,927 13.2

'

Electric:#._ _ u a . , u,4. .___ . $_ . 382,370 .
Gas . . . 'E .

~ ' ^ ' ~

i
Transportation (coach) E ' '

,
101,804 78,405 29.8

1,927 2,023 (4.7)
Totaloperating revenues : - '

' ' ' S 486,101' S 418,355 16.2
:n

Operation and Maintenance Expenses ' "
(Exciuding Tuxes and Depreciation) - -

Fuelused in electric generation S 184,047 5 155,132 18.6
Gas purchased for resale -
Otheroperation - - 1

-."' ~

' 73,455 51,321 43.1~
.

-

34,144 32,417 5.3
"

Maintenance -

21,208 '17,727 19.6
Total

-

- ' S 312.854 3 '256.597 21.9
. ,

. ,. -

Earnings Aarsliable for Common Stock a ' " "-
.

Amount 8 . 49,747 8 43,999 13.1.

Peraverage common shars - 2.26 '2.22 1.8
" -

Dividends ~ : ;.f, ,

Declaredon common '

$ 35,906 $ 31,525 13.9

- + Percommon share '
.

w -

1.62 ~ .56 3.81
Stockholdars' EQully - 4

Amount ' " * Q,*'~r~ '~ : $ 413,788 8 363,130 14.0
1g Per common share (bookvalue): , . ,r a _ | 18.44 17.84 3.4% Common Stock Outstanding: , ":

'
,

Average--thousands ,
_ ,; , 22,029 19,833 11.1

War end--thousands /.91 ~< > _ wM- 22,440 -20,359 10.2Plant and Construction Coses? ,L ~E,. . .J - x - . 1.'

Total utility plant (includes nuclear fuelin trust)I ' 41,661,881 51,489,111 11.6
Construction [ircludes nuclear fuel in trust)" ' "' :176,846 191.759 (7.8)

'

Allowance for funds used during constructku. .&.. +w . . . ~. _

-

~

(equityand uvir%)j,,7,'f~ j', g; t t g~ ( 129,188 M' "24.488 19.2Electric Statistics ' ~ ~
ii ~ u

Customers--yearendy ' ;j , [[ .-[ ^ ' 328.797 ' 320,476 2.6'
Totalsales(million kwh)# , -g <; dmw 1. 11,621- , .11.155- 4.2. System peakload--kwf J < . W .:4 /A 2,469,000 . - 2,459.000 .4

Per residentialcustomeri M$' iMiE .ill . / 'O.% ,.-foJ ;~Average'ues(kwh) L ? M. ^ ':12,269 12,146 1.0
Average ra >

Gas Statistlos,te (c.ents por.kwh) v , ~%.s... W,.. . . ." 4.37 . 4. 02 8.7.
.. - " ^n , . - - - - ,,

-

n,a_ . : '

' ~

.. _m 4 . 4.

Customers : year end ' 17 C" , ^ 162,412 '161,850 .3,

Totalsales(thousandsmcf)y.JRy , g 4 48,586-
.

45,669 6.4
' Per residentialcustomer:7 ' f ['' M '47'7: y ' ' " '3

-

Averageuse(met)M%g' ap2f 9 71.5 . 1.8Averagerate(dollarspermcf){ @My%('-? ?"[72.8 .#f iSS' 0 3.19; , - 8 .2.65 20.4
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ReporttotheShamhoklers

:

When a utility completes w
construction of a generating ,.

station, it is a significant
event in the history of that 1

"company.We are, therefore,
proud to announce that our m .

Fairfield Pumped Storage t<
Hydro Plant was placed into M'

commercial operation
during 1978. J

This plant, capable of
producing 512 megawatts. 4
for system peaking and ^

emergency generation. was virgis c. Summer Arthur M. Williams

completed at a cost of 5201.5 million. Four of the plant's eight units began
commercial operation in June with the remaining four going commercial in
December. The Fairfield P! ant is a unique generating station to our system
because of its pumped storage capabilities.

Our earnings per average common share increased to 52.26 in 1978. up from
the 52.22 per share reported the previous year. Earnings available for common
stockholders increased 13.1% in 1978, growing from 544.0 million to
549.7 million.

We were pleased to announce that the Board of Directors, at the January g
1979 meeting, increased the annual dividend rate from 51.62 to 51.6S per shari
The Board also declared that the new quarterly dividend of 42c be paid April
1979 to stockholders of record on March 12,1979.

Although total operating revenues were up 16.2% for the year, inflation
continued to have an upward trend as reflected in the increase of 21.9% in
total operating expenses (excluding depreciation and taxes). The Company is
well aware of the perils of inflation, and we are continuing our efforts to curb
its effects. There is still some uncertainty associated with President Carter's
voluntary program of wage and price guidelines but SCE&G believes it is in
compliance at present.

Total electric KWH sales continued to grow in 1978. In 1976. there was a
7.9% increase in total electric sales followed by an 8.1% rise in 1977. For 1978.
we experienced a growth of 4.2%.

Sales, in all classes, continued to increase in 1978. Residential sales were up
3.72 commercial sales increased 6.3%; and industrial sales rose 4.4%.

The Company continues to set records in both winter and summer electric
sales. A summer territorial peak of 2,271 megawatts was recorded in June 197t
This compares with 2,216 in July 1977. A winter territorial peak was set at 1.91:
megawatts in February 1978 and was surpassed on January 25,1979 at 1,932.
As problems proliferate with rega;d to supplies of other fuels and more
homeowners switch to electric heat, the Company expects to continue this
trend of setting winter peaks each year. Reaching summer records, however.
has always been expected during the hot months because of the large number,
of air conditioners used in our set . ice area. t

(T / / +7
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Earnugs and Dividends During 1978 the Company implemented two experiments to determine if
(PER COMMON SHARE) electricity Consumption Can be Controlled. The Company will study effects of

peak demand, consumption patterns of consumers, customer acceptance and''
2 22

2 09 1 , . . Cost effectiveness.
mfd Construction is continuing on our first nuclear unit, V.C. Summer Station,

'* jnd$ which is scheduled for commercial operation in late 1980. Located in the
' e2 northern section of our service area, it is adjacent to the Fairfield Pumpedw m 3.s2 m

g_ _ . - Storage Hydro Plant.
"

In 1979, we will use coal to generate approximately 73% of our electricity.-

*: - Residual oil is scheduled to be used for 22% The remainder of our
7 N requirements will be me: with hydro facilities and distillate fuel oil..so

4 SCE&G, like the rest of the utility industry, continues to be concerned about
k 2._.._. the availability ano price of the fuel used in the generation of electricity.o

Following an increase of 32.7% in 1977, our fuel costs rose 18.6% in 1978.74 75 76 77 78

P ECAns gS,g_o,gs Strikes and shortages of railway equipment have also become factors in thee
,

increased cost of coal.
The Company received a favorable ruling in October 1978 in its law suit

fPWCOM against Westinghouse Electric Corporation concerning nuclear fuel. The
'

ONSHA OLLARS
Court ruled that Westinghouse had breached its contract to supply the
Company with uranium. However, the case is not expected to be closed until20

is u

, , ,o - sometime after May 1979 when a trial on damages and performance of the
. eih remainder of the contract is scheduled. Until the Court has rendered a final

w%$Nhh[ judgment, the Company cannot estimate the amount of damages to be

w Q @N w? i
recovered.w

w w SCE&G's gas supplier, Southern Natural Gas Company, began
~

g supplementing its domestic supply of natural gas in 1978 by importing liquefiedj j natural gas (LNG) at Elba Island, Georgia from Algeria. We are receiving some
9 of this gas from our supplier as part of our normal allocation. Our own LNGs y

gN 4 plant, located near Charleston, was filled to capacity at the beginning of the
" 7 heating season and our propane storage facilities were also readied for service.,

Using these facilities, we can increase our supply by 118,000 MCF on peak-74 75 76 77 78

usage days to back up our normal supply.
Primarily because of increased availability from our supplier, natural gas

fe&Cg n Coninion Epty sales increased in 1978 by 6.4% This compares with a 4.3% decrease in 1977.
By class, residential sales increased 2.7% and commercial sales increased 4.3%,,

The largest increase was in sales for resale which jumped 16.6% while industrial
sales were up 7.5%

" 8e '2" Because the Company has increased its supplemental gas supplies, the South,,

y; Carolina Public Service Commission gave us permission in 1978 to extend our
oz.J&q mains to serve additional customers where it is economically feasible according

jgdgMN to guidelines of the Commission. Previously, the Company could add newa

d customers only from existing mains."

W Because it is necessary for us to build for the future, projected construction
* costs continue to be significant. For 1979, we have budgeted 5160 million for

construction, excluding purchases of nuclear fuel. Through 1983, we expect
our construction costs to be approximately 5870 million, excluding purchases

74 75 76 77 78 of HuClear fuel.

1CH OB
3
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Investment Per Employee * SCE&G's last approved retail electric rate increase of 9.54% was placed im
(THOUSANOS OF DOLLARS effect in January 1978. This increase was the result of a petition filed
55o s24 a November 12.1976 with the South Carolina Public Service Commission.

.3' requesting a 13.25% increase. Smce the Commission granted only 72% of the
initial request and the Company had placed 80% of the request in effect unde.-

M;f;[$ bond in December 1976, it was necessary for the Company to refund 52.8*

IS.js Qp| million to our customers. This was done by applying a credit to customer bill-
in February 1978. The Commission also instructed the Company to refund@uNg|g 57 million, a net amount resulting from power exchanges between SCE&G ar

aso
@$ nib ~

if%$gd other utilities. Taking exception to this, the Company filed an appeal in

gw% JAM January 1978 with the Court of Common Pleas. On January 29.1979 the Souti:Ei4o
p" 1 Carolina Supreme Court ruled in favor of the Company on a procedural

~'

y( g,h, matter and remanded the action to the Court of Common Pleas for a deenion
on the merits of the 57 million refund. At this time, the case is pending.74 n 7. n n

* easea on cross uta,tgant A change to the Company's electric rate structure that will affect future
periods occurred in January 1979 when the South Carolina Public Serviceexciua,ng Nuciear ruenn Trus'

Commission suspended the automatic feature of the fuel adjustment clause
Number of Customers that was being used to recover fuel costs above base rates. Because of this

change, fuel costs must now be recovered through the base rate. To assure th(TH USANDS'

the Company will recover actual fuel costs, a hearing will be held every sixdoo

months to determine any base rate adjustments, taking into account any323 e

a previous over or under collection. It is our opinion that this change will not2
30, ,

. y$Eph adversely affect the Company's operations.
We were saddened by the death in 1978 of George Lott. Jr. who served

9;W ; y;4,A faithfully on our Board of Directors for over 11 years. In August, this vacanesZgyyp,,,
same h C.a on the Board was filled by the election of William R. Bruce. Sr. of Columbia.

' 58^ ' * " ' ' * * Mr. Bruce is president of Seibels, Bruce Group. Inc., a holding company for
y' corporate subsidiaries in the insuranec industry.300

m We have proven once again in 1978 that good service, at reasonable rates., , ,
** '''ET43 4 and good earnings go hand in hand. As we have stated in the past, we are

committed to the pursuit of both goals. We are confident that through carefu,, u y n a
planning we will be able to continue supplying our customers with qualityciect,,c _ To.ai

P E'e'cd '.*e'a,,no custo,,,, _ service at a reasonable cost and, at the same time, providing our investors
Revdential svith a fair return on their invntanN

For the Board of Directors,

b
Arthur M. Williams
Chairman of the Board
and Chief Executise Officer

C~ '

Virgil C. Summer
President and
Chief Operating Officer

m , , -
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Corporate andFinancialReview

ciectric Revenues
(Mit uoNs oF oOLLARS Earnings and Dividends power purchased. net. showed an increase of

Earnings per share of Common Stock 4.9% or $1.9 million. Power purchased, net
400 se2 4 increased to $2.26 for 1978 from $2.22 in continued a downward trend, decreasing

3379 o 1977. The average number of shares of $120 thousand or 2.3% Gas purchased for
common stock rose to 22.029,481 in 1978 as resale showed a sizable increase of 431 %

300 - co '
or $22.1 million reflecting higher costs

263 e
The oard ie rso January 24, pa n u P ier and increased

( 7 1 1979 declared a quarterly dividend of 42c ng 97.'

J 4 f | ' ' 25 per share. The dividends are payable April 1, Payroll
4

s
200 '

~

r 24 1979 to shareholders of record as of March The Company manages labor cvstsN
2 s 12,1979. The Company's indicated annual through union negotiations and a salary,23

dividend rate is $1.68 per share, representing administration program. Total labor costs,26k 25
'00 a 6C per share increase in the annual dividend including construction, increased $6.222 23 2d

rate in 1978. The Company is dedicated to million or 14.8% over 1977 to $48.2 million.providing investors with a fair return on their This increase was due to wage increases18 il 9n is investment and is proud that it has been able granted and an increased number of0
to raise the annual dividend rate 26 times employees due to normal Company growth74 75 7s 77 7a
during the last 27 years.

Brea do by classes - Per cent On October 24,1978, President Carter
Operating Revem initiated a program of voluntary wage andcenserciai

$ther
Total operating revenues for 1978 increased price guidelines. While there is still a degree"' '
by 16.2% or $67.7 million over 1977, to $486.1 of uncertainty associated with the guidehnes
million. Electric operations contributed $44.4 that have been issued, the Company is of the

,

million or 65.6% to this overall increase, and pinion that it is in compliance at the present
Gas Revenues gas operations added $23.4 million or 34.5%. Uma
(MILLIONS OF DOLLARS) Coach operations lost $96 thousand or .1 % Taxes
un of thetota! increase. Total tax provisions for 1978 were $ 56.1

Electric revenues increased 13.2% over million. Of this amount. federal taxes totaled101 8 1977 to $382.4 million. This increase was $30 7 million, state taxes totaled $10.2g primarily due to increased costs of fuel which million and counties, municipalities andJ
78 4 were recovered through fuel adjustment school distocts totaled $15.2 million71 9 Clauses and a 4.2 % increase in sales. Gas

j; , revenues increased 29 8% over 1977 t Financing-1978
,

$101.8 million. This increase was primarily The Company began its 1978 financing in60 % 17
48 . /j, . due to a 6.4% increase in sales and recovery February with the sale of $30 million of

_:.
,7a y' [is

,.

of increased purchased gas costs from our 8.90% thirty-year first mortgage bonds and4e

i8 42 supplier through gas cost adjustment the sale of 1.5 million shares of common
4030 ps clauses. Revenues from the transportation stock at a price of $18 25 per share In June'

37 division (coach), which provides bus service $40 million of 8.45% three-year bonds were.

5 5 in metropolitan Columbia and Charleston sold. The Company concluded its 19784 4 3
decreased by $96 thousand or 4.7% unde'r f nancing in December with the issuance ofo

74 75 76 77 78 1977. This was caused principally by a $20 million of preferred stock at a rate of
Breakdown by classes - Per cent decrease in revenue passengers Carried of g'7

' eviously reported, the Company sold" $ $f antjaj 31 h usand or 3.5% when compared gg r
,

$5.2 million of pollution control bonds ininoustnai -

December 1977 with withdrawals permitted'"''
Operation and Maintenance as qualified expenditures were made. Of the
in 1978, total operation and maintenance

balance of $1.8 million available for futureexpenses, excluding taxes and depreciation, years. withdrawals totaled $1.0 million duringrose by 21.9% or $56.3 million. This the year leaving a balance of 5.8 million
compares with the 19.8% increase availaofe for future expenditures.
experienced in 1977. Fuel costs for electric
generation continue to be a major factor
contributing to these increases, up 18.6% or
$28.9 million for the year 1978. However,
this rate of increase is down considerably
compared with 1977 when there was an
increase of 32.7% in fuel costs. Maintenance
expenses were up 19.6% or $3.5 million
while other operation expenses, excluding

i M 075 5
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- Anintroductionto

{; .
electricity

T.

; How SCE&G -'Theeventthatdidthemostfor
T' v' d"c tec''':'" ' - 4r o c~ ~ "-

SCE&G systems use turbine gen- L ' e ' E g a s,J.a :m-

IMakSS the advar.< ment ofelectricity was erators which are tumed either

< b. '
3.'";: ..

- . (*
- 9q'S 1the invention of he incandescent by steam or water. By buming '.

9IGCtr=tCBly hght bulb by Twmas Eanon in fossa fuei icoai or ,,,iaumi oai.
=

,

) Electricity, very simply stated is 1879.This gave the general pub- SCE&G is able to convert water $M * ?' . gfi
g :j

the motion of electrons-tiny lic a broad practical use for to steam which is piped under i yy - ,

p particles of atoms with a slight electricity. pressure to drive the turbine ;.6 ? i t d.r h y
negative charge. Shortly after Edison's invention blades and turn the magnet. With ! '. M@*

, it occurs naturally as lighming. of the light bulb. the Charleston hydro power, the water itself is [ .s.
~

Lt
- static electricity and even in some Electric Light Company was or- released from a dam or holding LO ? - " .' ,

. '

-

i animals,like the electric cel. ganized in 1886. One year later. reservoir, to flow down through # g[M., - ..iN^
| f s P,M $4g%['j . Electricity has been known to the Congaree Gas & Electric the turbine blades, thus rotating

|7"(1 - *%
[ man since the ancient Greeks. Company was incorporated, the the magnet.

M; studied the results of static elec. first electric company in Colum- When the V.C. Summer Nu- m;p < i,x,
J @N A C' % ?.

tricity. However, it was not until bia. Both of these companies are clear Stationiscompleted in 1980, t y$

s; the 1800s that the most produc- part of SCE&G's corporate . SCE&G will have another E
d';, . 'f f 'i 4g' ! g '.'''

3 .
method of producing electricityi tive progress with electricity was ancestry. . - .

'-'~ " '
* ~ made. In 1831, Michael Faraday From rrse early beginnings, in a nuclear plant', steam is also

discozered how to produce an SCE&G has become a 1.5 bilbon- used to turn the turbine gener- ,,$',,c ',$',",[,'y,,on --.**

n
electric current-the same pro- dollar corporation, servmg a large ator, but the steam is produced wt ere 90 tons of coal es burnecr~)
cess that is used today -by ro- portion of South Carolina with with uranium instead of fossil per hour. gs
tating a magnet inside coils of, reliable electric and gas service. fuel.

~~
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.f 7y s, R hydro plant. At night, howd3
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when ~ the demand diminishes.
. L the turbines are revers. d to pump& > g .g . . j

- e' fa >3$.. water from the lower reservoir -'- w
p | i+ | .jp y

' i y;,y [ .j f. Iy ,.
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g iBy using the pumped storagei
.

-gJ - plant. SCE&G can . more eco-" -I

* E . M'J nomically operate its system by[ ! ./ ' .- *U~
f pNd l.% ;| using the off-peak capacity of itsh j ~, f .i , , I*

, a

jMh . i ,i steam generstmg plants to pump'.'e ., . g,s - $_ s
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,

water into the reservoir. h also' pg , ,
' y ; ' (4,s ./ :is + .

e. f K represents the only way large- a,
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7J ,- . 5j Z ,w y.7' 4. quantities of electricity (in thej - * "<
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Corporate and EnancialReview mmiinme

-ource of Revenue Dollar To finance the nuclear fuel for the V. C. As reported last year, the PSC also

(CENTsi Summer Nuclear Station, the Company instructed the Company to refund 57 million,
1977 197s entered into a Trust Agreement with several with 6% interest. This represented the

banks in September 1976, amended in difference between the net amount paid-

.

[ August 1977. As previously reported, this out by SCE&G in the first six months of 1976
'9 agreement encompasses up to $42 million, for purchase of electricity and the net amount

including interest and other financing costs, received by SCE&G in the first six months.. y , w
' 'W "- ' A for the purchase of the initial fuel for the of 1977 for electricity sold to other utilities.

reactor. This agreement requires the The Company took exception to this

7 % .3. M./ d Company to repurchase the fuel from the unprecedented move by the PSC and, af ter
-M-

ag#= i Trust either prior to initial loading of fuel into a denial of the Company's application for
*

,
the reactor or no later than June 30,1980. rehearing by the PSC, filed an appeal oni

The remaining cash requirements were January 17,1978 with the Court of Common. }g, {k.Qy met through internally generated funds, Pleas.'
-

m-,g C short-term borrowings, the Stock Purchase- On January 20,1978, the Court issued an_# J, 6r

5 j Savings Program for Employees, the order staying the Company's requirement to
R Dividend Reinvestment and Stock Purchase make the 57 million refund until the

b, a-ta . i_ .
Plan and the Employee Stock Ownership Company's appeal could be heard by the

:

e-a Plan (ESOP). Court.
Over $10.3 million was raised internally in Certain parties objected to the stay andN.m h_hs . 1978 through these various programs. the Company's appeal claiming that the~.1

_ c- 1 c- 1
Estimates indicate that they will continue to Company had : * timely filed a petition for

A-Electric Revenue provide a substantial portion of the rehearing with the PSC on the 57 million
s. Gas Revenue
c-coach Revenue Company's total equity requirements in the refund. The Supreme Court issaed its order

years ahead. affirming the Court of Common Pleas and
held that the Company's petition for

Financing-1979 aMg was heWeGe issdUse of Revenue Dollar The Company's 1979 cash requirements of whether the PSC properly ordered theENE
approximately $142.5 million for construction Company to refund the 57 million to itsn77 u7s and $54 million for refunding and retiring customers is now before the Court ofoutstanding securities will be met through Common Pleas.the sale of long-term debt and equity While SCE&G cannot predict the final
securities, internally generated cash f unds, disposition of th,is matter, the Company'sA'37 A-38
short-term borrowings, sales of common financial statements reflect the effect of thestock through the various programs available refund. For this reason, an adverse ruling
to employees and shareholders, and the would not have a negative impact en thewithdrawal of the proceeds of the pollution Company,s financial condition.

.

8 - B-15 control bonds. in an Order dated January 15,1979, the
. Tilj/* A portion of the Company's 1979 financing PSC suspended the automatic feature of7 p.id Sc"f 7 was completed January 31,1979 by the sale the Company s fuel adjustment clause.
t WiE?fik of $15 million of 8% preferred stock through Instead, through formal hearings. the PSCIse:S pnvate placement. The ne w $15 million issue will set the fuel component in base rates at

replaces a 6%% preferred issue in a like a level which should recover projected fuelamount which was retired January 31,1979.
costs for the next six months.,

Rates The new fuel cost recovery procedures
SCE&G received its last increase in electric require the Commission staff to review actual
retail rates on December 13,1977.The new fuel costs monthly and the PSC to es atuate

OMss d M M WWes
A Fuel Used in Electric Generation

,

every three months. Every six months theeffect in January 1978.B-Gas Purchased for Resale
c-other operation The change in rates was the result of a PSC will hold hearings to make any necessary

Q*;"'fc",*,% petition filed November 12,1976 by the changes to the fuel component in base rates
F-Taxes Company with the South Carolina Public for the succeeding six months, including
G- terest Charges anu Other ServiCO Commission (PSC). At that time, the any over or under collection experienced

Company requested an increase of 13.25%. during the preceding six-month period.
H-Preferred Dtvidends
b D'v'dends to common Thirty days later, on December 13,1976, the
J. IeEn[[ Earnings Company placed approximately 80% of the'

request into effect under tiond, subject to
refund.

It was r.ecessary for the Company te
refund approximately $2.8 million with 9%
interest, the difference between the bonded
rates and tho 72% approved by the PSC.
This was done in February 1978.

1P/' ,-
ILJO /

7



Corporate aml FinancialReview pminuedi

Average Use Per Electric While the first hearing is presently
Residential Customer scheduled for July 1979, it is important t Stockholders
(Thous ANDS KWH . note that the Company can request or the Outdanding shares of common stock tota
18

PSC can convene a hearing at any time 22,439,871 as of December 31,1978. This

circumstances warrant a reconsideration of represents an increase over the previous
the fuel component of base rates. year of 2.081,259 shares. SCE&G had

,, m in this Order, the PSC increased the fuel 54,924 stockholders as of December 31
ymy & component in base rates from 1.5C to 1.625c 1978. The 10,940 South Carolina

3 s.gg ~ gs per KWH effective with the first billing cycle stocknolders continue to represent the
in February 1979. S,CE&G does not largest number of stockholders in any one.jp ,gy ;p j y Qgfp that these changes in the Company,believea

s fuel state. Their 3,747,606 shares are the seccya
_ p y ,; W m e cost recovery procedures will have a maten. l largest holding in any single state.e

ajfN O;p ] adverse effect on the Company, financially The Company's Dividend Reinvestmem
and Stock Purchase Plan continues to grokM, ]j[bd

Ara e r c asetowholesaleelectric in popularity with soproximately 9,000
% - |-91 ',Y i

customers of approximately 14% was filed stockholders presently participating. This
3

- e. g+a
o #; ! >M March 31.1978 with the Federal Energy is an increase of about 2,200 over last yea-

Regulatory Commission (FERC). Based on a Under this plan the stockholders dividenC
74 Ts 76 77 78 projected 1978 test year, this rate increase are automatically reinvested in additionc.

would produce an additional $2.3 million shares of common stock at a discount anc
c8 annually in revenues. The FERC allowed the without any payment of brokerage fees.

h$fssx request to go into effect November 15,1978. Electric Salessubject to refund.
12 During 1978, SCE&G added 8.321 electric

11 e Tha FERC has presently scheduled customers, giving the Company a total ofn 2M hearings for this proceeding to begin on 328,797 at the end of the year. Of this tota!to 3'O 1
96 , y aug March 27,1979, however, the Company is 287,289 were residential;38.840

>-

NJ.H.@_ dA% unable to predict when a final determinatien commercial,772 industrial and 1.896 in,

will be made.t - ,
other classifications. For the past five year'U 22g Following requests by the Company, the compound rate of growth for elecinc2 22

23 certain changes affecting the Gas
customers was 2.5%.6 [ Department were ordered by the PSC in SCE&G's residential electric heating'c 33 October 1978. One of these changes
customers continued to increase. In 1978

3 3333
ai liberaided the Company's gas operating 8,455 joined this classification. an increaupolicies 'see Gas Operations) and another of 15% over 1977, for a total of 64,714 at3

changed the billing of usage to customers. year end.2i This latter change shifted 8.4C per hundred in 1978, energy sales were 11.6 billion's ,, 33 is

cubic ieet (ccf) from the gas cost adjustment kilowatt hours, as compared to 11.2 billion0
clause to the base rate schedule. The kilowatt hours in 1977, an increase of 4.2%74 7s 76 77 78
Change will not increas? revenue to the

Sales to ultimate consumers in 1978Breakoown t>v ciasses - Per cent Company nor will it increase a customer's increased 4.7%, climbing to 10.2 billion" " $ ni',"|$ bill. It was done to more accurately reflect kilowatt hours. Thr compound growth rate
5

inausinai in base rates the increased cost of gas to for the five-year period of 1974-78 was 4 8Other
the Company resulting from higher prices in the residential classification, 7.110charged by SCE&G's supplier. customers were added in 1978, an increaseAnother change became effective in of 2.5%.The average consumption per
November 1978 when SCE&G began billing residential customer was 12.269 kilowattgas according to heat value instead of cubic hours. up slightly from 1977. This ranks
feet. The new method of calculation is called SCE&G 12th in the ration in average
therm billing and is being used by most gas co: nmer consumption.distribution companies.

t Jding to the Company's growth prospecThe need for therm billing was brought were the new industries locating in Southabout by the introduction of imported
Carolina. Of the 79 industries that locatedliquefied natural gas entering the Company's in South Carolina in 1978,27 were in the

system This imported gas has a higher heat
SCE&G service area. Also.128 industries

value than domestic natural gas which means being served by the Company expanded
that a given volume will generate more heat their operations ir 1978.
then an equal volume of domestic natural
gas. Therefore, the charges billed are for the
actual heat value used by customers. The
switch to therm billing does not increase
revenue to SCE&G.

(
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dourceof Electric The majority of the coal used by SCE&GElectric Operations
Generation comes kom long4em mads 2

Electric system 9eneration for 1978 totaled Companiesin Virginia and Kentucky The(PER CENT) 12.8 billion kilowatt hours, which was .7, no g , , , , Cornpany normally maintains a 75-day supply
T ,- 1 i i billion kilowatt hours or 5.8% higher than of coal. However,in anticipation of stnkes

n the coal and railroad industries andin uly 1978, a system peakload of 2,469 shortages of locomotives and coa! hoppers.7s g its s rded Atenitonal58 55 68 69 65 the Company increased its supply to over
coni peak, energy demand by SCE&G 100 days during the latter part of 1978. The

|
consumers, was experienced in June 1978 at

Company, however, burned less coal than
2,271 megawatts. This represents an anticipated during the last quarter of 1978,,
increase of 2.5% The territorialload factor due to milder than expected weather and2a for 1978 was 58.1% as opposed to 57.4%'

maintenance on coal-fired generating units
24 y for 1977. during this period.oi

2s On January 25,1979, a new winter The Company has contracts f or the
territonal peak was established at 1,932

a Number 6 fuel oil burned at Williams Stationmegawatts. For the past five years, the and Plant Hagood with the Exxon Company
lGas 2 winter peak has been growing at a Oil for Williams Station is under a contracta

74 7s 76 77 78 Compcund rate of 7.3E With more and more expiring in 1992, subject to renegotiation of
us ers usmg eddy b maw pnCe in 1982 and 1987. The contract forHydroi

gunwe, internal Combushon purposes, SCE8G expects this trend to Plant Hagood expires in 1982.steam continue. Since SCE&G has traJitionally To supply Williams Station, oil is barged up
been a summer peaking utility, a continuation the Cooper River from Charleston and stored
of this winter growth will allow the Company in tanks. At year end. there wasto utilize its generating equipment more approximately a 55-day supply. Fuel for Plant

agoM is shd Wough a mp@ne komc ric Light and Power magazine
* #published a story in 1978 that placed the

W eWa%Company sixth in 1977 in thermal generating conessn and faWaw 6 V C hmeefficiency (heat rate) when compared with
the nation's top 100 electric utilities ear Sam, me Waw has a cmad

with Westinghouse Electric Corporeion.SCE&G moved up in the ratings. having
e conkad cows me inWal com loaeg

placed seventh in 1976 and 12th in 1975' attU ** "9 8 Y*# *Heat rate, expressed as BTU per net kilow
hour, is computed by dividing the total BTU "9! " #* * " "9 "* *'

g SWng apMateW oneh
content of fuel burned for electric o CNar coms M me macW at anygeneration by the resulting net kilowatt w SM com a mM dhour generation-

approximately ten years. The Company also
Fuel has a contract with the Energy Research
Although fuel costs did not accelerate in anc Development Administration (ERDA)for
1978 as rapidly as in 1977, fuel costs for supply of enriching services.
electric generation continued to be the in September 1975. Westinghouse notified
major expense in the utility industry. During the Company that it could not meet the
1978, fuel costs f SCE&G increased $28.9 uranium supply requirements of its contract
million. an 18.6% increase over the previous because of market conditions. The Company
year. This compares to the 538.2 million filed an action in October 1975 against
increase or 32.7% that was recorded in 1977. Westinghouse seeking specific performance
This rise in total fuel expenses in 1978 can of the uranium supply provisions of the
be attributed primarily to escalating fuel contract and damages for its breach
prices and an increase in steam generation.

In 1978. coal was used to provide 65% of
the electricity for the system. Residual oil
provided 27% and hydro facilities accounted
for 5% Natural gas and distillate oil provided
the remaining 3%

SCE&G plans to continue using coal to
produce the majority of its electricity in 1979.
For the needed generation, coalis projected
to produce 73% while residual oil is expected
to provide 22% Hydroelectric facilities and
distillate fuel oil will provide the balance.

lLU) *~/ 9
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Corporate and FinancialRevie%monued,

Utility Plant * On October 27,1978, the United States Monticello. a 6,800-acre man-made reservor

(MILLIONS OF DOLLARS: District Court for the Eastern District of constructed by SCE&G During periods
Virginia ruled from the bench that when the demand for electricity is greatest,

isoo Westir'ghouse had breached its contract to the plant will operate as a conventional
' 623 7 supply the Company with uranium. A trial to hydro station. When the demand for

1 478 s determine whether the Company is entitled electricity diminishes. the turbines will be
75.s24 7 to an order requiring Westinghouse to revarsed, operating as pumps to move waterisso i 294 3

MV perform the remainder of the contract and from the Broad River back into Lake
jy 1.209 4 to determine the amount of damages due the Monticello to be used again, as needed. to1.101 1

.pkoS2 s Company is scheduled for May 1979. Until produce electricity.
800 ' 884 3 the trial is concluded and the Court renders a Located adjacent to the Fairfield Plant is

73 e f nal judgment, the Company cannot estimate the V. C. Summer Nuclear Station which is
.

how much in damages it will receive or still under construction with commercial
45o { whether it will be required to purchase operation scheduled for 1980. It will have a

g- additional uranium on the open market in capacity of 900 megawatts and now has an
the near future. estimated cost of $756 2 miii.Sn.With the

ah'
*

By supplementing a delivery of uranium plant being a joint venture between SCE&G
aM N %@ @@a Ms MN74 75 76 77 78

Westinghouse with purchases on the open Authority (a public corporation of the Statee cludes Nuclear Fuelin Trust
Mf ient S e @ M W N h p w wiH m

t' - Net Plant quantities o! uranium to meet the fuel and receive two-thirds of the plant's output.
requirements of the initial core. For future The remaining one-third will be owned and
requirements the Company is continuing received by the Authority.

Gas Sales discussions with various suppliers. The Excluding purchases of nuclear fuel, the
(BILLIONS CUBIC FEET) problems with Westinghouse are not Company's 1979 total construction costs are

expected to delay the completion or expected to be approximately $160 million.52
477 4 operations of V. C. Summer Nuclear Station. the fourth largest annual construction budge45 5 5

,- m The Company will have to enter into future in SCE&G's history. For 1979 through 1983.~

WL% mM5a contracts to cover the difference between construction requirements are projected to
39 MaQf its total requirements and those covered by be 5870 million excluding purchases of gis is 17 its present contract; however, the contract nuclear fuel.{> with ERDAis a" requirements"centract To meet the anticipated growth of the

56 53 54 NN OM d WM N NDN EN sysD, M BMW MaWM26
requirements for the unit through the year units are expected to be needed during the
2002. 1980's Presently, plans call for construction

Presently, there are no reprocessing of the first unit to begin in early 1980.
13 facilities in operation in the United States

available to utilities for the reprocessing of
, of c mber 31,1978. the Company was

7 spent fuel. Additionally, President Carter hass s e e
o announced his opposition to reprocessing roviding natural gas service to 162.412

customers, having added 562 during the
7" 75 7" 77 7" Construction year. SCE&G serves natural gas to customers
Brea do by classes - Per cent Construction of Fairfield Pumped Storage in over 70 towns and communities.,

sau . commerciai Hydro Plant was completed in 1978. Four of Sales for the year increased 6.4% to a total
gustna' the plant's eight units were placed in of 48.6 billion cubic feet. Sales to firm.,

commercial operation in June and the customers recorded a 5.3% increase.
remaining four entered commercial Residential customers, who constitute 44%
operation in December. The plant has a total of all firm sales and use gas primarily for
generating capricity of 512 megawatts and heating, increased their consumption by
will be used as a system peaking or 2.7%. Firm sales to commercial
emergency generating station. The plant establishments increased 3.1 % and firm
was completed at a cost of approximately industrial customers increased their
$201.5 million ($394 per kilowatt). consumption by 6.8%. Interruptible

The plant, which is part of the power customers, which include commercial and
complex that will include the V. C. Summer industrial users, increased their use by 7.5%
Nuclear Station, draws water from Lake These increases in sales were made possible

by a greater availability of gas to SCE&G
from its supplier, Southern Natural Gas
Company.

|
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-

' g" -

M ''T !, _.' . _ .
- . "ar. as direct heat energy; or convert from the sun for heat dunne the

~'g

YMi;y ,u - g: "' ^ ~ e- the solar energy to electricity. At winter months. The solar systemi

this time, converting the sun's is assisted by a convennonal heat

f,$j' ~ energy to elecmcity is expensive pump which also provides air con-,

gi . g"a g and just not very practical. How- dinoning in the summer nonths+
,e.

% 3"

&I?f}$k&&W '' - - "'
f- f*j|@~ 2%f j%WL. " U"

- $, - % %41y 4 ,, - ObAS: gm ' M"f-Qa wa j

Owqj |.UfE. . . ~ g (I
, w-

^ ~ 'i4s :M..,% - Q J, y.* QQ r'
i.**** -O Qg / Q;

'brs spray pond at Canadys Station is used to coolcirculating water gf
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0100r to discharge into the Edssto River.
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SCESG bwlt thus solar-heated ottoce butIdrne_an 1978 to garn practocal.
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-- Future of electricity
~

-

SCE&G is proud of the fact that electronic filteringon steam pints
~

before the vanous federal and that removes 99 per cent of soot Even with conservanon, natural than 20 years. it is predicted that
state agencies demanded that cer- and ashes which resuh from bum- gas and oil suppbes are being more than half of the countristain guidelines be followed to ing coal.' depleted and electricity will have energy will be used in this fxm.

.

: | protect the environment. it was Another part went for spray to take up the slack. Today, SCE&G has plenty of
* doing what was necessary to live' L pondsandc,olmstowerstomake Almost all the energy forms we electncity to mye its customers.

with nature. .sure the water borrowed from" now use are best used when con- However. SCE&G planners are
Although it is no secret that rivers and lakes to condense the verted to electricity. kuking ahead to determine what

protectino the environment costs steam from turbines won't harm Forinstance, nuclear power can facihties will be needed to serve
.

.- a lot. SC%G wants ec,be a good acquatic hfe when it's returned essennallybe usedonly when con- its customers in the future.*', neighborand feelsthatit is money ~to its source.. verted to electnctty. Coal is also SCE&G has an obligation to. . ,m

well spent. To date. SCE&G has ' The vanous agencies require more efficient when used in the supply the energy demands ofits
spent over $42 million for pollu- SCE&G co burnlow'autphur coal gerweation of electricityc customers, and the Company m-

: ' tion ' control and environmental: , and oi1 that is far more costly than - . Talay, only about a fourth of tends to fulfill that duty.
; " protecnon. ' high sulphur types.Thisalsoadds ' Amenca's energy is used in the ' Energy Repost 3s

Part of it was spent to install. _ to our environmentalexpenses form of electricity, but in fewer follows on page 27. -- -

. g <.:s+; :~ - y, ,:,a-
q.% g

,,
M . . . - 5 j gg ;

_

11-wi , 7pyz . ' , mLm

.



Corporate and Financial Review uminme

i
The Company received refunds of SCE&G also has propane storage f acilities

approximately $7,1 million during 1978 from which can supplement its supply of natural
its supplier for rate increases that had been gas by approximately 58,200 MCF per day
placed into effect but were later denied by This propane can be placed into the gas
the Federal Energy Regulatory Commission. system from severallocations when
These refunds cover a number of years, necessary on peak days.
going back to 1956.While the total amount in addition, Southern Naturalis now
of the refunds was recorded during 1978, a supplementing its domestic natural gas
portion of the refunds remains to be passed supplies with purchases of LNG that are
on to customers during 1979. The effect of being imported at Elba Island, Georgia, f rom
the refunds on 1978 net income was an Algeria. SCE&G is receiving some of this
increase of S.8 million or 3.6C per average imported LNG as part of its normal allocation
common share. During the winter of 1978-79, the

Company expects to be able to meet theGas Operations
demands of its firm customers through its

in 1974, the PSC ordered the Company to conventional purchases and with the
cease extending gas mains because of utilization of these supplemental sources
sharply curtailed supplies. Under these
guidelines, the Company added new Environmental Matters
customers only when they were located on The Company is making every effort to
an existing main. However, since the continue to insure that its plants meet the
Company has increased its supplemental various environmental control requirements
gas supply, as described below, it can now that have been imposed by federal and sta'e
serve additional customers. After taking this authorities. These standards relate primarily
into consideration, the PSC, in September to airborne and liquid discharge of pollutants
1978, changed its rules so the Company can including heat,into waters in the vicinity of
now extend mains if it is economically generating stations. The Company's
feasible to to do so according to guidelines expenditures for environmental control
approved by the PSC. At the same time the facilities amounted to approximately $15.1
Company was directed to realign its gas million for the years 1970 through 1978. For
curtailment plan by the establishment of "end 1979 the Company expects to spend (
use" priorities, but to maintain a distinction approximately $1.7 million with an additiona'
between firm and interruptible categories of $96.3 million for the years 1980 to 1983.
'ervice. inclusive. The large increase in

Under a contract that extends to 1989, the environmental expenditures for the 1980
Company is entitled to receive 165,000 MCF through 1983 period is primarily due to
of natural gas per day from Southern Natural expenditures related to the proposed new
Gas Company. Due to the establishment of electric generating plant construction with
curtailme'nt priorities by the FERC, the $6.6 million, $33 5 million and 553 2 million
Company does not always receive its full projected for 1981,1982 and 1983,
contract demand. Because of these priorities, respectively. with the remainder being
Southern Na. ural allocates gas to its attributable to other facilities.
customers based upon "end use" categories.

Since the Company cannot always receive
its full contract, it has taken several steps to
help supplement its supply. In 1977, a
f uefied natural gas (LNG) facility was
completed near Charlestor'. The facihty is
operated by South Carolina LNG Company,
Inc., b wholly-owned subsidiary. During off-
peak periods, the plant can liquefy up to
6.000 MCF per day and store one million
MCF of natural gas.When necessary to meet
peak demands, the plant can regasify up to
60,000 MCF per day.

k
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A petition to intervene on environmental
Litigation and safety grounds by a resident of Fairfield
As reported last year, the Company was County in the Application for an operating
named as a codefendant in an action, filed I cense for V.C. Summer Nuclear Station has
on August 17,1977 in the United States been granted by the N RC. Such interventions
District Court for the Middle District of North are frequently encountered in licensing
Carolina in Greensboro, N.C., by certa.in applications before the NRC and may result
North Carolina electric cooperative utilities in delays in the issuance of licenses. This
as plaintiffs. The complaint alleges that the proceeding is in its preliminary stages and it
Company and Carolina Power & Light s not possible to determine whether there

.

Company have maintained an unlawful . will be a delay in the issuance of the license
monopoly in power exchange services, firm for V.C. Summer Nuclear Stat:on as a result
bulk power, and firm retail power in areas cf of thisintervention.
Noah and South Carolina and seeks an order
requiring the Company to negotiate with the Transportation (Coach)
plaintiffs and to pay $50,400,000 damages Due to a strike in February 1978 by the
trebled against both defendants. The Amalgamated Transit Union, it was necessary
Company filed a motion to dismiss the action for the Company to discontinue its bus
against the Company on the grounds that the service for 10 days both in Charleston and
court lacks jurisdiction over it. The Court Columbia. The strike ended when the
denied the motion with leave to renew it. Company and the coach operators agreed
Pretrial procedures have commenced. The to a contract.
Company does not anticipate any change in As previously reported, the Company has
the status in the foreseeable future. The entered into discussions with the Charleston
GeneralCounselof the Companyis of the Area Transit Committee wiin the possibility
opinion that the Company has meritorious of transferring the Company's transit
defenses to the action and should be able facilities in Charleston to a public body.
to successfully defend it. Negotiations are still proceeding and some

On December 6,1978 Central Electric progress has been made but it is impossible
Power Cooperative (" Central"), a customer to predict an outcome. If an agreement is
of South Carolina Public Service Au'hority made between the Company and the Transit
and of the Company (the licensees). Committee, it would have to be approved by
petitioned NRC to make a finding of the Board of Directors, the South Carolina
significant change in the licensees' acJvities Public Service Commission and the local
and to refer the matter to the Attorney governments involved.
General of the United States for an anti-trust
review and his advice as to any conditions
relating to the anti-trust laws that should be
placed in the operating license for the V.C.
Summer Nuclear Station. The petition as
amended allegs a that the licensees agreed
to restrict comnetition between themselves
in the sale ci electric power, that Central is
almost entirelydependent upon the Authority
for hulk power supply, and that the
AutWty's dual rates to Central unfairly
restrict Central's constituent members from
competing with the Authority fu large power
loads. The Company has opposed such
petition.While the ultimate relief sought by
Central in its petition is not clear, the N RC
has no direct jurisdiction over the Company's
rates, and Central's petition states that
" Central notes that it is dependent on [the
Authority] for almost all of its power supply
and would suffer serious injury if there were
to be any delay in granting an operating
license for said Summer unit:' The Company
does not believe, even if the petition were
granted that any such anti-trust review would
result in delay in issuance of the operating
license.
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^88 *'8 'S78 'S77
-

BalanceSheas
Utility Plant (including construction work in progress;

1978 - 5399.038,998;1977- 5505.554,271)
(Notes 1,3 and 4):
Electric S1,473,819,533 51,330.820.21 t
Gas 132,915,190 130.816.585
Transportation (coach) 3,648,829 3.643.67C
Common 13,277,544 13,338.687

Total 1,823,661,v96 1,478.619.15E
Less accumulated depreciation and amortization 298J28,379 269.228.39:

Utility Plant, net (excluding nuclear fuel in trust) 1,324,732,717 1,209.390.75E
Nuclear fuelin trust 38,219,693 10.491.895

Utility Plant, net 1,362,952,410 1.219.882.654

Other Property and Investments:
Nonutility property (substantially at cost) 10,125,869 2.447.715
Investment in, notes receivable and advances to

subsidiary (Note 1) 11,695,275 17.026.432
Other investments and special funds (at cost or less) 86,375 145.591

Total Other Property and invest r.ents 21,907,519 19.619.736

Current Assets:
Cash (Note 7) 4,017,495 1 % 0.115
Special deposits 15,521 103.287
Receivables 46,890,305 44.486.088
Materials and supplies (at average cost or less): (Fuel 61,409,242 50.848.340

Other 6,342,57, 6.106.672
Prepayments 2,565,359 2.099.919

Total Current Assets 121,240,499 105.634.421

Deferred Debits:
Unamortized debt expense 4,174,909 3.882,493

_ Other 12,431,536 12.202.823
Total Deferred Debits 16,606,445 16.085.316

Total S1,522,706.873 51.361.222.129

4

South Carolina Eleciric
& Gas Company See notes to consolidated t,.,ancial statements.
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Liabilities 1978 1977

Stockholders' investment (Notes 5 and 8):
Preferred stock S 154,281,000 5 136.056.000
Common stock (Authorized 30.000.000 shares;

Outstanding 1978 - 22.439.871 shares;
1977- 20.358.612 shares) 100,979,420 91.613.754

Premium on common stock 192,014,223 164.466.509
Other paid-in capital 4,197,992 4.182.117
Capital stock expense (debit) (5,531,084) (5.029.857
Retained earnings:

Unappropriated 121,735,947 107,897.373
Appropriated 391,858 -

Total Stockhciders' Investment 568,069,356 499.185.896

Long-Term Debt (Note 3):
Principal amounts 603,890,737 575.518.281
Less unamortized discount and premium. net 653,060 703.154

Long-Term Debt. net 003,237,677 574.815.127
Total Capitalization 1,171,307,033 1.074.001.023

Nuclear FuelTrust(Note 4) 38M9 693 10.491.895

Current Liabilities:
Short-term borrowings (Note 7):

Banks 1,993,300 1.750.900
Other 8,337,107 39.019.725

Accounts payable ed customer rate refunds (Note 2) 46,710,138 48.083.170
Customer deposits 5,296,246 6.002.282
Taxes accrued 13,948,913 11.945.589
Interest accrued 14,345,620 12.445.450
Dividends declared 11,769,529 10.594.820
Current portion of long-term debt (Note 3) 48,002,645 9.268.192
Tax collections payable 1,104,561 563.296
Other 1,787,706 5.102.924

Total Current Liabilities 153,295,765 144.776.348

Deferred Credits:
Accumulated deferred investment tax credits (Note 1) 55,485,636 36.906.085
Accumula!' ' 'eferred income taxes (Note 1) 101,804,700 92.497.00C
Other 2,594,046 2.549.778

Total Deferred Credits 159,884,382 131.952.863

Commitments and Contingencies (Note 8)
Total S1,522,706,673 51.361.222.129

.

See notes to consolidated tanancial s tatements.
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L'OllSO'll(lillC(1 For the Years Endedi *1
l December 31, f 978 and f 977

Striteriieilts Of 1978 1977

IrlCOlile Operating Revenues (Notes 1 and 2):
Electric S382,370,236 $337,926.832
Gas 101,804,405 78.405 48E
Transportation (coach) 1926J8j 2.0_23 009

Total Operating Revenues 48_6,10_1 422 418.355.3261

Operating Expenses:
Fuel used in electric generation 184,047,404 155.132.324
Power purchased, net (credit) (5,424,101) (5.304.083
Gas purchased for resale 73,455,335 51.321.499
Other operation 39,568,015 37.720.633
Maintenance 21,207,707 17.726.553
Depreciation and smortization (Note 1) 32,643,300 30.338.900
Taxes (Notes 1 and 6):

Other than income 23,417,742 22.454.847
State income 4,186,200 4.270.300
Federalincome 10,150,400 9.988 903
Provision for deferred income 14,742,231 15.880.63C
Deferred taxes (credit) (7,378,370) (5 135.564
investment tax credit adjustments:

Amount deferred 21,527,229 16.289.894
Amortization of amounts deferred (credit) (793,037) (594.816

Total Operating Expenses 411,350,055 350.C90.023
Operating income 74,751,367 68 265.303

Other Income (Notes 1 and 6):
Allowance for funds used during construction - equity 18,340,131 16.610.026
income tax - credit 10,212,000 9.182.700
Other income (deductions). net. less income tax effects 722,732 (184.703

Total Other Income 29,274,863 25.608.023

Income Before Interest Charges 104,026,230 93.873.326

Interest Charges (Note 4):
Interest on long-term debt 51,457,415 43.994.962
Amortization of debt premium. discount

and expense, net 570,836 548.156
Other interest expense 2,498,948 2.556.277
Allowance for borrowed funds used during

construction-(credit)(Note 1) (10,847,723) (7.877.997
Total Interest Charges 43,679,476 39.221.398

Net income 60,346,754 54.651.928
Dividends on Preferred Stock 10,600,202 10.653.247
Earnings Aval!able for Common Stock S 49,746,552 S 43 998.681

Average Common Shares Outstanding 22,029,481 19.833.002
Earnings Per Average Share of Common Stock S2.26 $2.22

4

South Carotina Electric
& Gas Company See notes to conso;rdated financialstatements , , , , ,
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((IIIh()|II}II CI| For the Years Ended
~

December 37.1978 and 1977

blillCulelllS ()b 1978 1977

Changesin Wmking Capital Provided:
Net income S 60,346,754 $ 54.651.928},g ggggj.g
Charges (credits) to income not providing or,,

P(>siti(>ri reauirino working capital:
Depreciation and amortization 32,643,300 30.338.900
Deferred income taxes, net 7,363,861 10.745.072
.nvestment tax credit, net 20,734,192 15.695.078

__ Allowance for funds used during construction (AFC)(29,187,854) (24.488.023:
Total from Operations 91,900,253 86.942.955

Nuclear fuel trust 27,727,798 3.991.028
Sale of securities:

Mortgage bonds 69,497,500 79.130.600
Pollution control revenue bonds - 5.155.000
Preferred stcck 20,000,000 -

Common stock 36,913,380 46.177.157
Decrease in:

Other property and investments - 951.576
Other non-current funds 854,516 -

TotalWorkir.g Capital Provided 246,893,447 222.348.316
Working Capital Applied:

Utility plant additions (excluding AFC
but including Nuclear Fuel Trust) 147,658,375 167.270.861

Cash dividends:
Preferred stock 10,600,202 10.653.247
Common stock 35,907,978 31,524.395

Reduction of long-term debt 41,577,450 32.488.698
Retirement of preferred stock 1,775,000 1.715.000
Increase in:

Other property and investments 2,287,781 -

Other non-current funds - 6.657.751
TotalWorking Capital Applied 239,806,786 250.309.952

increase (Decrease) in Working Capital S 7,086,661 $ (27.961.636)
_

Increase (Decrease) in Working Capital by Component:
Cash S 2,027,380 $ (3.021.161;
Temporary cash investments - (1.500.0001
Receivables 2,404,217 7.714.075
Materials and supplies 10,796,807 20.429.355
Short-term borrowings 30,440,218 (23.517.110)
Current portion of long-term debt (38,734,453) 3.231.663
Accounts payable and accruals (225,182) (31,334.038)
Other, net 377,674 35.580

increase (Decrease) in Working Capital S 7,086,661 $ (27.9_61.6_36)

See notes to consohdated financialstatements. *r ''
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Consolidated gje'g*.';',y,"r,"a,, ,,,,
Statements 1978 1977

O $ ctaine(l Unappropriated:

Earnings Balance at beginning of year $107,897,373 5 95.423.0S
Add- Net income 60,346,754 54.651.92

Total 168,244,127 150.075.01

Deduct-
Cash dividends declared:

Preferred stock 10,600,202 10.653.24

Common stock (at an annual rate of
$1.62 per share and $1.56 per share for
1978 and 1977. respectively) 35,907,978 31.524.39

Total Deductions 46,508,180 42.177.64

Unappropriated retained earnings at end of
year (Note 5) 121,735,947 107.897.37

Appropriated (Note 8):
Balance at beginning of year - -

Transfer f rom amortization reserve 359,010 -

Current provision 32,848 -

Appropriated retained earnings at end of year 391,858 -

Total Retained Earnings at End of Year $122,127,805 5107.897.37

See notes to consohdated financialstatements.

NotestO 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

COnsOlKlate(1
A. System of Accounts'1

1 The accounting records of the Company are maintained in accordance with the

hlllanCla} uniform system of accounts prescribed by the Federal Energy Regulatory Commission
(FERC) and the South Carolina Public Service Commission (PSC).

Statel11cnts a. enncipies or Consoiiaation
The accounts of the Company's wholly-owned subsidiary. South Carolina LNG

Company. Inc..are consolidated in the accompanying Consolidated Financial Statemer
The Company's investment in its wholly-owned subsidiary. Energy Subsidiary. Irc

is reported in the accompanying Consolidated Financial Statements using the equity
method of accounting.
C. Utility Plant

Utility plant is stated at original cost.The cost of additions. renewals and bettermer
to utility plant, including direct labor, material and indirect charges for engineering,
supervision, and an allowance for funds used during construction. are added to utility
plant accounts. The original cost of utility property retired o; otherwise disposed of is
removed from utility plant accounts and along with the cost of removal. less salvage. is
charged to accumulated depreciation. The cost of repairs. replacements and renewals
of items of property determined to be less than a unit of property is charged to
maintenance expense.
D. Allowancs for Funds Used During Construction

Allowance for funds used during construction (AFC). a non-cash item, reflects the
cost for the period of capital devoted to plant under construction.This cost represents
interest charges on borrowed funds and a reasonabl6 rate of return on equity funds so
used.This accounting practice results in the inclusion, as a component of construction
cost (construction work in progress) of amounts of AFC which will ultimately be includ
in rate base in establishing rates for utility charges. AFC was calculated using a 6.5%
rate in 1978 and 1977 except for AFC related to nuclear f uelin trust which was
capitalized at the actual amount thereof. (See Note 4-Nuclear Fuel Trust)
E. Depreciation

The Company provides for depreciation for financial reporting purposes on a
straight-line basis over the estimated useful lives of utility plant. Annual rates averaget
3.17% for 1978 and 3.30% for 1977.
F. Income Taxes

Deferred income taxes, arising from the use of accelerated amortization and
depreciation rather than straight-line tax depreciation. are charged to income currentl
with corresponding credits to accumulated deferred income taxes and are credited to
income in appropriate amounts when subsequent income tax liabilities are greater as ;
result of this practice.

South Carolina Electric
& Gas Company
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1 ^ ' )' UU0iLv18



Income taxes are allocated to " Operating Expenses" or "Other income" The income
tax-credit under "Other income" results from tax deductions related to interest expense
arising principally from investments in construction work in progress.

Investment tax credits on eligible property as provided by the Revenue Act of 1971
and the Tax Reduction Act of 1975 are being amortized over the lives of the
respective assets.

During 1978 the Company and the Internal Revenue Service reached tentative
agreement regarding an examination of the Company's 1973.1974 and 1975 income tax
returns and appropriate provisions, which were not material. have been made and are
included in the accompanying Consolidated Financial Statements.
G. Pension Plan

The Company has a pension plan covering all employees. Total pension contributions
including amortization of unfunded F " service cost, were approximately $4.1 million
and $3.5 million for 1978 and 1977. rupectively. Unfunded prior service cost of
aporoximately $642 thousand, based on the latest actuarial valuation effective January 1
1978. is being amortized over a twenty-year period ending in 1997.

The Company's policy is to fund pension costs accrued. There was an excess of
approximately $2.8 million of actuarially computed value of vested benefits over total
plan assets based on the latest actuarial valuation.
H. Revenue Recognition

Customers' meters are read and bills are rendered on a monthly cycle basis. Base
rate revenue is recorded during the accounting period when the meters are read.
Revenue attributable to electric fuel and gas costs (to the extent collectible through
adjustment clauses)is recorded in the month during which the f uel and gas are used
rather than when the revenue is billed. (See Note 13-Subsequent Events)
I. Debt Premium. Discount and Expense

Long-term debt premium, discount and expense are being amortized over the terms
of the respective debt issues.

2. RATE MATTERS:
On December 13.1977, the PSC granted an electric retail rate increase

approximating 72% of the amount requested in an application filed by the Company on
November 12,1976. The order also required refunds to the Company's retail customers
of approximately $2.8 million of revenues collected under bond plus interest (such
refunds were made during February 1978)and approximately 57 million from net
interchange sales to other utility companies during 1977, plus interest. The rates directed
by the PSC order were placed into effect with bills rendered during January 1978.

Certain parties including the Attorney General of South Carolina, appealed the
portion of the PSC order which granted the rate increase.The Court of Common Pleas
upheld that portion of the order of the PSC on September 21,1978 and the decision v as
appealed to the South Carolina Supreme Court. The adverse parties withdrew their
appeals and the South Carolina Supreme Court issued orders disrnissing them on
November 3.1978 and November 10,1978.

During January 1978. the Company appealed to and was granted a stay by the Court
of Common Pleas for that portion of the PSC order requiring refund of the $7 million,
until the Company's appeal of the PSC order could be heard by the Court. Certain parties
opposed the Company's appeal of the $7 million refund and the stay' ted by the Court
of Common Pleas and appealed the grant of the stay to the South Ca.anc Supreme
Court. On January 29,1979, the Supreme Court upheld the Court of Common Pleas'
determination and remanded the case to the Court of Common Pleas to determine the
substantive issue of whether or not the PSC had correctly ordered the Company to
refund the $7 million.

Since the $7 million refund ordered by the PSC was eliminated from 1977 revenues
and the amount thereof recorded as a liability, an adverse determination of the
Company s appeal with respect thereto would not have a negative effect on the
Company's Consolidated Financial Statements.

On March 31.1978. the Company filed an application with the FERC for a rate
increase of approximately 14.0% of revenues to wholesale electric customers. This rate
increase would produce additional revenues of approximately $2.3 million annually
based on a projected 1978 test year. On July 14.1978 the FERC issued an order allowing
the rates to be placed into etfect on November 15,1978. subject to refund. The amount
collected subject to refund was approximately $160 thousand at December 31,1978.
(See Note 13-Subsequent Events)
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NOtesto 3. LoNG-TenM DEBT: 'S78 'S77
Consolidated (Thousandsof Dollars)
}lililllCiill First and Refunding Mortgage Bonds:

"StateillelltS 3M% Series. due 1979 S 4,000 $ 4.000

10h% Series, due 1979 35,000 35.000 't
kominued) 3% Series, due 1980 22,200 22.200

3% Series A.due 1980 4,000 4.000
8 45% Series, due 1981 40,000 -

3%% Series, due 1981 3,930 4.020

7% Series,due 1982 50,000 50.000

4h% Series, due 1983 2,740 2.800

9%% Series, due 1984 25,000 25.000

34% Series due 1985 3,575 3.650

5M% Series, due 1987 7,450 7.600

4%% Series. due 1988 10,000 10.000
10H% Series, due 1990 13,200 13.800

5% Series, due 1990 10,000 10.000

5% Series due 1991 8,000 8.000

4%% Series, due 1995 16,000 16.000
5.45% Series,due 1996 15,000 15.000

6% Series, due 1997 15,000 15.000

6H% Series due 1998 20,000 20.000

8% Series. due 1999 35,000 35.000

9%% Series, due 1999 15,000 15.000

8% Series. due 2001 35,000 35.000

7h% Series, due 2002 30,000 30.000

9h% Series, due 2006 50,000 50.000
8.40% Series, due 2006 50,000 50 000

8%% Series, due 2007 30,000 30.000
8.90% Series, due 2008 30,000 -

Pollution Control Facilities
Revenue Bonde:
4M% Series. until October 1,1979, thereaf ter 70% cf

applicable prime rate until October 1,1981 and
75% of such prime rate until maturity, due 1987 5,155 5.155

5.95% Series, due 2003 7,500 7.500
First Mortgage Bonds:
3%% Series, due 1979 182 1.62C

4% Series, due 1981 620 1.121
5% Consolidated Mortgage Gold Bonds, due 1999 (non-callable) 1,075 1.087
Unsecured Notes- Banks, oue 1980 with interest

not to exceed 7.625% over the term of the notes 45,000 45.00C
First Mortgage Bonds-South Carolina LNG Company. Inc.,

10M% Series. due 1990 10,120 10.81 C

Capitalized lease obligations-vehicles 2,147 1.4_23

Total 651,894 584.78E
Less current portion of long-term debt 48,003 9.26E

Total S603,891_S57_5 5j5

Substantially all utility plant is mortgaged in connection with the various issues of
long-term debt. Approximately $6.1 million of the current portion of long-term debt for
1979 may be satisfied by deposit and cancellation of bonds issued upon the basis of
property additions.

The annual amounts of long-term maturities, including sinking fund requirements.
for the calendar years 1979 through 1983 are summarized as follows:

Year Amount Year Amount

(Thousands of Dollars)
1979 $48.003 1982 556.537
1980 (See Note 4) 79.025 1983 8.907
1981 51.265

4. NUCLEAR FUEL TRUST:
A Trust Agreement dated September 30.1976 and amended August 1,1977 betweer

the Company and The Citizens & Southern National Bank of South Carolina as Trustee
provides for the financing of the Company's two-thirds ownership share (see Note 8)
of the cost of nuclear fuel related to the initial core requirement of the V.C. Summer
Nuclear Station. Pursuant to terms of the Agreement, the Company has assigned to the

CO" '
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Trust certain contracts for purchase of nuclear fuel and the Trustee will bo; row necessary
funds up to an aggregate amount of $42 million to purchase the fuel and to make interest
payments (at 109% of prime rate plus M of 1%)when due. The Company is unconditionally
obligated to repurchate the fuel from the Trust either prior to initialloading of fuelinto the
reactor or no later than June 30.1980. For financial reporting purposes, purchases by the
Trust are assumed to have been made on behalf of the Company and the amounts expence:'
by the Trustee (approximately $37.0 million and $10.2 million through December 31.1978
and 1977. respectively)and certain fees, etc accrued by the Company (approximately
$1.2 million and $300 thousand at December 31.1978 and 1977, respectively) are
included in the accompanying Consolidated Financial Statements.

Pursuant to Staf f (of the Securities and Exchange Commission) Accounting Bulletin
No 28, the Company has included in its 1978 Consolidated Statement of Income and has
restated its 1977 Consolidated Statement of income to include approximately $3 2 million
in 1978 and $1.0 million in 1977 representing interest and related fees in Interest on long-
term debt. Such amounts were offset by a like increase in Allowance for borrowed funds
used during construction-credit. This change had no effect on Net income.
5. STOCKHOLDERS' INVESTM ENT:

19_78 19_7_7_ _
Common Stock: (Thousands of Dollars)

$4.50 par value; Authorized 30.000.000 shares:
Outstanding.

1978 - 22.439.871 shares;
_ 1977 - 20._3_5_8 61_2 share _s_ _ _ _ __ _ _ _ _ _ _ _ _ _ . . S100,979. _ _ $ _91.614

Preferred Stock:
Cumulative $100 par value;

Authorized 1.000.000 shares:
6% Series (Outstanding 150.000 shares) S 15,000 $ 15.000
7.70% Series (Outstanding.

1978 - 137.400 shares;
1977 - 141.000 shares) 13,740 14.100

8.12% Series (Outstanding.
1978 - 198.000 shares.
1977 - 202.400 shares) 19,800 20.240

8.40% Series (Outstanding 200.000 shares) 20,000 20 000
10h% Series (Outstanding 200.000 shares) 20,000 20 000

Cumulative $50 par value;
Authorized.

1978 - 1.955.620 shares;
1977 - 1.968.320 shares:
4.50% Series (Outstanding.

1978 - 44.800 shat es;
1977 - 46.400 shares) 2,240 2.320

4.60% Series (Outstanding.
1978- 26.334 shares;
1977 - 27.834 shares) 1,317 1.392

4.60% Series A (Outstanding.
1978 - 60.052 shares;
1977 -62.052 shares) 3,002 3.102

4.60% Series B (Outstanding.
1978 - 132.600 shares;
1977 - 136.000 shares) 6,630 6.800

5% Series (Outstanding 125.234 shares) 6,262 6.262
5.125% Series (Outstandirg.

1978 - 89.000 shcres;
1977 - 90.000 shares) 4,450 4.500

6% Series (Outstanding.
1978 - 137.600 shares;
1977 - 140.800 shares) 6,880 7.040

9.40% Series (Outstanding.
1978 - 299.200 shares;
1977- 306.000 shares) 14,960 15.300

8.72% Series (Outstanding 400.000 shares) 20,000 -

Cumulative $25 par value;
Authorized 2.000.000 shares:

Outstanding - None - -

Total S154,281... $136.056
- - - - - - -

The call premium of the respective series of preferred stock in no casc exceeds the
amour,t of the annual dividend.
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M CS(O The annual amounts of purchase fund or sinking fund requirements for preferted
stock for the calendar years 1979 through 1983 are summarized as follows:

Consolidated year Amount year Amount
l*lllallClaj (Thousands of Dollars)

1979 (See Note 13) $16,655 1982 $3.0155,tatenleiltS 1980 1,715 1983 3,015

(continued) 1981 3.015
increases in " Premium on common stock" for 1978 (approximately $27.5 million)

and 1977 (approximately $34.8 mil! ion) represent the premium on issuance of additione
shares of stock as follows:

1978 197_7_
Common stock-public sale 1,500,000 2.200.0C
Stock Purchase- Saving> Program for Employees 149,304 125.01
Dividend Reinvestment and Stock Purchase Plan 311,807 145 4C
Employee Stock Ownership Plan (ESOP) 120 148 54.02

Total 2,081,259 2.524 42

increases in "Other paid in capital" for 1978 (approximately $16 thousand) and
1977 (approximately $5 thousand) consist of gain on the reacquisition of 8.000 and
7.400 shares of preferreo stock, respectively.

Increases in " Capital stock expense" for 1978 and 1977 are summarized as follows-
_

1978 197

(Thousandsof Dollar
Charges in connection with issuance of stock:

Common S280 $4E
Preferred 249 12

Retirement of preferred stock through purchase or
sinking f unds (2_8) (2

Net increase S501 55C

The Restated Articles of incorporation of the Company and the indentures
underlying certain bond issues contain certain provisions that limit the payment of cast
dividends on common stock. Tne most restrictive of these provisions would have
permitted the payment of approximately $120.1 million and $106.3 million of cash
dividends on common stock at December 31,1978 and 1977. respectively.

6. INCOME TAX EXPENSE:
The Company's income taxes differ from amounts computed by applying the Feder

income statutory rate of 48% to pre-tax income as follows:
1978 197~

(Thousands of Dona-
N_et income S60,347 554('

Add (deduct) components of income tax expense-
Income tax expense charged to operating expenses

(income taxes and credits and investment tax credits, net) 42,435 40 Et
income tax credited to other income (10,212) (91t
income tax expense charged to other income, net 420 3t
Total income tax expense 32,643 31 9;

Total pre-tax income S92,990 586 5'

income taxes on above at statutory Federalincome tax rate $44.635 541 5<
increases (decreases) attributable to:

Allowance for funds used during construction (excluding nuclear fuel tiust) (12,46M (11 2
Depreciation differences 943 9:
Amortization of investment tax credits (794) M
State income taxes (less Federal income tax effect) 2,253 22:
Taxes. pensions and other steres capitalized on books (1,491) t 2 0'
Other differences. net (437) 1 Rt

income tax expense $ 32,643 53t

income tax expense is composed of.
Provision for currently payable taxes:

Federal S (206) 5 1.7:
State 2.809 0.1:

Total currently payable 2.603 49
Deferred taxes (net)-

Federal 8,385 10.7)
State 922 53

Total deferred taxes 9,307 1 1.25

investment tax credits (net) 20,733 15 64

Totalincome tax expense $32,643 5 31.9C

r, 1

22 LJ3 p (/
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Provision for net deferred taxes results frorn timing differences in recognition of
the following items:

1978 1977

(Thousancs of Do5s
Excess of accelerated depreciation and amortization deductions over

straight-kne depreciation otherwise deductible f or income tax purposes S 8,185 5 7.393
Interest on nuclear fuel trust 1,645 498
Other. net (523) 3 400
Provmon toget deferred income taxes

_ $ 9.307_ _511197

7. LINES OF CREDIT, COMPENSATING BALANCES AND NOTES PAYABLE:
The Company has lines of credit which may be reduced or withdrawn at the banks'

option and maintains without formal agreement average bank balances of approximately
10% of such lines of credit with all such balances available for use as general operating
funds. Bank loans are for 270 days or less. Detail of lines of credit and short-term
borrowings at December 31,1978 and 1977 and for the years then ended are as follows:

December 31, Decre r 31
1978 1977

(Dollars in Milhons:
Lines of credit at end of year $ 84.4 582 9
Borrowings against credit One at end of year - -

Average bank balances during the year S 5.2 5 66
Short-term borrowings (including commercial paper) during the year.

Max imum outstanding $73.4 543 3
Average outstanding $22.3 521 9
Weighted daily average interest rates

Bank loans 7.94% 6 12'
Commercial paper 7.57% 5 901

Notes payable at end of year-
Bank loans 32.0 5 18

Interest rate 10.11% 6 72;
Commercial paper S 7.7 538 0

Interest rate 10.26% 6 72% _

8, COr.1MITMENTS AND CONTINGENCIES:
A. Construction

In addition to routine commitments of approximately $12.8 millicn for operating
materials and supplies, the Company at December 31,1978 had commitments for major
construction (including nuclear fuel)of approximately $80.8 million (includes one-third
interest of South Carolina Public Service Authority)for construction of the V.C Summer
Nuclear Station.

The Company and the South Carolina Public Service Authority (a public corporation
of the State of South Carolina) have contracted to become joint owners at the V.C.
Summer Nuclear Station on the basis of two-thirds by the Company and one-third by
the Authority and to participate, on a like basis. in the costs of construction. costs of
operation and in the energy output thereof. The Company's share (approximately $375.3
million and approximately $288.7 million at December 31,1978 and 1977. respectively)
of costs of construction of the nuclear station, which is scheduled for completion in 1980.
are included in construction work in progress. Each owner 's responsible for financing its
own share of the nuclear station.

The Company has made a timely application for an operating license for the V.C.
Summer Nuclear Station and the Nuclear Regulatory Commission has granted a petition
to intervene in such proceeding. The Company is unable to predict at this time whether
proceedings by regulatory and governmental bodies would delay the issuance of such
license beyond the date of scheduled operation.
B. Litigation

The Company is involved in litigation with Westinghouse Electric Corporation
concerning contracts for the supply of nuclear fuel for the V.C. Summer Nuclear Station.
(Reference is made to " Corporate and Financial Review" beginning with the seventh
paragraph under "Fuet)

Additionally, ti,a Company is involved as a codefendant with Carolina Power & Light
Company in litigation brought by certain North Carolina electric cooperatives.
(Reference is made to " Corporate and Financial Review" under " Litigation")
C. Leases

Minimum lease commitments as of December 31,1978 under all noncancellable
non-capitalized leases are not material. The present value of minimum lease
commitments at December 31,1978 with respect to non-capitalized financing leases (as
defined by the Securities and Exchange Commission)is less than five per cent of the
total capitalization of the Company. The impact on net income if non-capitalized
financing leases were capitalized, related assets amortized on a straight-line basis and
interest cost accrued on the basis of the outstanding lease liability is less than three per
cent of the average net income for the most recent three years.

jr gg7-
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D. Retained Earnings and Licensed ProjectsQgegto in accordance with a FERC order, beginning January 1.1978, the Company

Consolidated reciassified amortization reserves from "oeferred Credits. otner" to -Retained earnings
/ Appropriated:'

{'lllalRlal Licenses granted by the FERC with respect to the hydroelectric projects of the
Company orovide inat after an initiai twenty-year period a portion of the earnings onStatements such projects in excess of a specified rate of return is to be set aside in an amortization

gg reserve.
At the termination of a license under the FederalWater Power Act or Federal Power

Act, the Federal government may take over the related project, or the FERC may extend
the license or issue a license to another applicant. If the Federal government take< over
a project or the FERC issues a license to another, the original licensee shall be paid its
" net investment" in the project not to exceed fair value. plus severance damages.

The Company is licensee for five hydroelectric projects. The initial license for two
of the projects (Columbia and Saluda) expired in 1970 and 1977, respectively, with the
Company contir. Jing operations under annuallicenses.

9. SEGMENT OF BUSINESS INFORMATION:
Segment information at December 31,1978 and 1977 and for the years then ended

is as follows: Trans-1978
portation

Electric Gas (coach; To'a'

(Thousands of Dollars'
s 382.370 $ 101.804 5 1.927 $ 4EE 1:

Operating revenues
Operating expenses. excluding depieciation 285.652 89 811 3.244 3767

27.457 5.016 170 32 E.
Depreciation

313.109 94 827 3.414 4112'
Total operating expenses
Opera hng income s 69 261 5 6.977 Sil .487) 74 7-

_

29 2'
Add-Otherincome net

436_Less-Interest charges
$ 60 3

Net income _

Capnal er,wnditures:
Iderit inable 5 172.784 5 3 171 5 12 5 175.9

8'
Utilized f or overall Company operations

5 1766
Total

Identifiable assets at
December 31,1978:

$1.256.794 5 94.076 5 1.141 $1.352 C
Utility plant. net

61.257 5.526 51 66 EMaterials and supplies
51.318.051 5 99.602 5 1.192 1.418 C

Total
103__EAssets utilized for overall Company operations

$1.522 7
Total assets

1977 Trans-
portation

Electric Gas (coach) Total

(Thousanos of Dollars)
S 337.927 5 78.405 5 2.023 5 418;Operating revenues

Operating expenses, excluding depreciation 249.609 67.075 3.067 3197

Depreciation 25.255 4.902 182 30:

Total operating expenses 274.864 71.977 3.249 350j
5 63.063 $ 6.428 $!1.226 68 :Operating income

25iAdd - Other encome, net
39.:

Less-Interest charges

Net income {g

Capital ex penditures:
Identifiable $ 186 240 5 3.094 5 28 $ 189-

Utilized for overall Company operations _2
5 191

Total

Identifiable assets at
December 31,1977:

Utility plant. net $1.112.014 5 95.974 5 1.291 51.209

Materials and supplies 51.943 4.784 63 56.

Total 51.163.957 $ 100.758 5 1.354 1.266
___

95Assets util zed for overall Company operationsi

$ 1.361
Total assets _

iC M 094'



10. QU/.RTERLY FINANCIAL DATA (UNAUDITED):
The following data have not been audited but,in the opinion of the Company,

include all adjustments (consisting only of normal recurring accruals) necessary for a
fair presentation of such amounts.

1978

First Second Third Fourth
Quarter Quarter Quarter Quarter Total

Total operating revenues (000) 5126.414 5109.432 5137.899 5112.356 5486 101
Operating income (000) 21.577 15 437 22.275 15 462 74.751
Net income (000) 18.949 12.896 1.'.707 10.795 60.347
Earnings avadable for common stock (000) 16.296 10.262 15.075 8.114 49.747
Per common share:

Earnings .76 47 .68 36 2.26
Dividencs paid .39 .405 .405 .405 1 605
Price range:

High 18% 18\ 19 18%
Low 17h 17% 17% 16

1977

First Second Third Fourth
Quarter Quarter Quarter Quarter Tota!

Total operating revenues [000) 5101.740 5 89 920 5123 040 $103 655 5418 355
Operating income (000) 18,010 14.550 19 842 15.863 68.265
Net income (000) 14.147 11.230 16.182 13.093 St652
Earnings available for common stock (000) 11.469 8.573 13519 10 438 43 999
Per common share:

Earnings .62 42 67 .51 2 22
Dividends paid .38 .39 .39 39 1.55
Price range:

Hgh 19\ 20 21 19'.
Low 18h **\ 18% 17\

11. REPLACEMENT COSTS (UNAUDITED):
The impact of the rate of inflation experienced in recent years has resulted in

replacement costs of productive capacity tnat are significantly greater than the historical
costs of such assets reported in the Company's Consolidated Financial Statements. The
Company's ability to replace plant in the future as well as to expand will be contingent
upon its ability to finance the needed additions. This, in turn, will depend on the
Company's ability to obtain adequate and timely rate relief. In compliance with reporting
requirements, estimated replacement cost information will be disclosed in the Company's
annual report to the Securities and Exchange Commission on Fe m 10-K.

12. RECLASSIFICATIONS:
Certain reclassifications, related to the Nur' ear Fuel Trust. have been made in the

accompanying Consolidated Financial Statements for 1977 to conform to 1978
classifications. (See Note 4-Nuclear Fuel Trust)
13. SUBSEQUENT EVENTS:

On January 15,1979, the PSC issued an order that suspended the Company's
application of the monthly automatic fuel adjustment clause and increased the fuel
component in base rates. This Order requires that semi-annual hearings be held to
review and change, as necessary, the fuel component in base rates to enable the
Company to recover projected fuel costs over the ensuing six-month period.

The Company was further directed to account for over or under collections of fuel
costs through unbilled revenues with any resultant balance to be included during the
next PSC hearing to consider any change in the fuel component of base rates.

The Company does not anticipate that this Order will have a material adverse affect
on its future financial condition.

On January 31.1979 the Company issued through a private placement $15.000.000
of $50 par value,8% preferred stock. The proceeds from the new preferred stock were
used to retire the Compar:y's $15,000,000,5100 par value. 6 %% Series of
preferred stock.

en - - . .-
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Reportor Deloitte
Independent
certmed Haskins+ Sells
Public 1250 rirst Nationei senw su,ie.no -

Accotintailts Main at Washington Street
Columbia. South Carohna 29201
(803)771-7575
Cable DEHANDS

South Carolina Electric & Gas Company:

We have examined the Consolidated Balance Sh?ets of South Carolina Electric & Gas
Company and consolidated subsidiary as of December 31,1973 and 1977 and the related
Consolidated Statements of Income. Retained Earnings and Changes in Financial,

Position for the years then ended. Our examinations were made in accordance with
generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing p;ocedures as we considered necessary
in the circumstances.

In our report dated February 6,1978, our opinion on the 1977 Consolidated Financia'
Statements was qualified as being subject to the effects,if any, of final determination of
(i) court appeals of a Public Service Commission (PSC) order granting the Company a
rate increase which increased 1977 operating revenues by approximately $17.000,000
and (ii) a Company appeal of that portion of the PSC order which required it to refund
approximately $7,000.000. As explained in Note (2)to the Consolidated Financial
Statements. the appeals mentioned in (i) were dismissed by court orders dated
November 3 and November 10,1978 without effect on the Company's Consolidated
Financial Statements; the appeal mentioned in (ii) will not have a negative effect on
the Company's Consolidated Financial Statements. Accordingly, our present opinion g
on the 1977 Consolidated Financial Statements, as presented herein. is different from
that expressed in our previous report.

In our opinion, such Consolidated Financial Statements present fairly the financial
position of the companies at December 31,1978 and 1977 and the results of their
operations and the changes in their financial cosition for the years then ended. in
conformity with general!y accepted accounting principles applied on a consistent basis.

DELOITTE HASKINS & SELLS

February 7,1979
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Summaryof0perations

1978 1977 1976 1975 1974 1973 1966

IN';JME DATA-Thousands
Operating Revenues: $ 382,370 5337.927 5275.892 5263.773 $227.803 5162.650 15 80.78

Electric
101,804 78.405 71.948 55.379 48.750 39 693 ! 22.72

Gas
Transportation (coach) 1,927 2.023 1.996 1.979 2.024 1.898 16'

Total Operating Revenues 486,101 418.355 349.836 321.131 278.577 204.241 105 12

i
Operating Expenses:

Fuel Used in Electric Generation 184,047 155.132 116.892 109.649 104.993 52.015 - 18.52

Gas Purchased for Resafe 73,455 51,321 44,789 31.061 26.517 21.748 10.70

Other Operation 34,144 32.417 36.613 36,255 32.272 33.105 | 14.26

Maintenance 21,208 17,727 15.860 13.189 12 538 11.598 ; 5.00

Depreciation and Amortization 32,643 30.339 27,825 26.703 23.544 20.450 i 11 22
!

Taxes:
Other Taxes 23,418 22.455 20.112 17.874 17.150 15486 7.97

income Taxes 42,435 40.699 28.612 27.662 13.878 8.561 ' 14 2C

Total Operating Expenses 411,350 350.090 290.703 262.393 230.892 162.963 81.9C

74,751 68.265 59.133 58.738 47.685 41.278 23 15
Operating income

!

Other income: !
Allowance for Funds Used During Construction:

!
Borrowed and Equity- prigr to

- - 18.317 9.668 4.105 6.320 , 1.08
January 1.1977

Equity- since January 1,1977 18,340 16.610 - - - -
1

-

Income Tax - Credit 10,212 9.183 5.860 3.317 1.590 1.891 ! -

i

Other income (Deductions). Net.
Less income Tax Effects 723 (185) 345 376 507 1.047 3fl

Total Other income 29,275 25.608 24.522 13.361 6.202 9.258 1.45

Income Bcfore Interest Charges 104.026 93.873 83.655 72.099 53 887 50.536 24 6:
!

Interest Charges:
54,527 47.099 39.839 33.677 29.309 23.820 , 811

Interest
iAllowance for Borrowed Funds Used During
!

Construction -since
January 1.1977 -(credit) (10,848) (7.878) - - - - -

Totallnterest Charges 43,679 39.221 39.839 33.677 29.309 23.820 ; 8.14

60,347 54.652 43.816 38.422 24.578 26.716 , 16.46

Dividends on Preferred Stock
10,600 10.653 9.169 7.060 7.117 6.259 | 1.85Net income

Eernings Available for Common Stock s 49,747 5 43.999 $ 34.647 5 31.362 5 17.461 5 20.457 [5 14 60_

South Carolina Electric
& Gas Company

**' '
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1978 1977 1976 1975 1974 1973_! 1968
GENERAL

Earnings Per Average Share of
Common Stock S2.26 $2.22 51.97 $ 2.09 S1.47 51.75 | $ 1.78

Dividends Per Share of I

Common Stock $1.62 51.56 51.52 51.48 51.48 $ 1.43 1 51.12
Average Common Shares

Outstanding -Thousands 22,029 19.833 17.547 15.023 11.890 11.714 8.201
Year-End Commun Shares

Outstanding-Thousands 22,440 20.359 17.834 15.905 14.236 11.746 8.211
Book Value Per Share of Common !

Stock- Year End $18.44 517.84 517.11 516.62 $16.20 517.61 512.37
Operating income- Before income

Taxes (M
Electric 94 03 88 88 84 87 84
Gas 9 9 15 14 18 15 17
Transportation (coach; (3) (2) (3) (2) (2) (2) (11

BALANCE SHEET DATA-
Thousands
Total Utility Plant (excluding nuclear

fuelin trusti 5 . ,;.?3.661 51.478.619 51.294.279 $ 1.101.086 $966.492 $ 870,731 . 5467.468

Capitalization
Common Equity $ 413,788 5 363.130 $ 305.072 $ 264.331 $230.572 5206.882 5101.603
Preferred Stock 154.281 136.056 137.771 119.486 101.201 87.616 36.651
Long-Term Debt 603.238 574.815 522.149 451.695 403.494 357.972 173.797

Total Capitalization $1,171,307 $ 1.074.001 5 964.992 $ 835.512 $ 735.267 5652.470 5312.051
OTHER STATISTICS

Electric
Customers-Year End 328,797 320.476 312.617 304.366 298.585 290.180 243.306
Sales -(Thousands KWH) 11,620,938 11.155.095 10.318.150 9.563.369 10.092.501 10.492.078 6.499.795
Residential

Annual KWH per Customer 12.269 12.146 11.320 10.970 10.745 11.291 8.615
Annual Rate per K'NH -Cents 4.37 4 02 3.61 3 69 3.04 2 29 1 90

Generating Capabihty- Net KW- !

Year End 3,364,000 2.852.000 2.852.000 2.851.000 2.883.000 2.918.000 : 1.422 500
Peak Demana- Net KW j

System 2,469.000 2.459.000 2.304.000 2.422.000 2.195.000 2.523 COO ; 1.405.000
Territorial 2,271.000 2.216.000 1.994.000 1.931.000 1.819.000 1.762.007 1.212.000

Gas '

Customers-Year End 162,412 161.850 161.473 159.241 158.253 154.348 ' 111.568
Sales (Thousands MCF) 48,586 45.669 47.721 45.534 47.722 44.225 j 31.907
Gas Produced and Purchased i

for Resale (Thousands MCF) 51.597 48.745 50.374 49.273 ' 51.241 48.427 | 35 087
Residential I

Annual MCF p r Customer 72.8 71 5 74 6 61.5 . 1. 7 721 | 81 2
Annual Rate pe. MCF - Dollars $ 3.19 $2.65 52.41 $2.33 '52 24 51 78 51 36

Transportation (coach!
Number of Coaches 96 96 96 96 100 96 82
Revenue Passengers Carried (000) 8,658 8.971 8 915 8.937 9.310 8.978 { 1_0.562.
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Management's Discussion and A nalysis ofthe
Summaryof0perations and Statements ofIncome

Operating Revenues -Total operating Fuel Used in Electric Generation -The coerevenues increased approximately $67.7 of all primary fuels used in electric generatio
million or 16.2% for 1978 and $68.5 million continued to rise in both 1978 and 1977. Thc
or 19.6% for 1977. increases of approximately $28.9 million or

The increase during 1978 was primarily 18.6% and $38.2 million or 32.7% for 1978
attributable to a 4.2% increase in the total and 1977, respectively, were due to rising
sales volume of electricity, a 6.4% increase in fuel prices and increases in electric
the sales volume of natural gas and the generation of 4.2% and 11.8%, respectively
recoveryof increased costs through the fuel
and purchased gas adjustment clauses. Power Purchased, Not-This account

Theincrease in electric operating fluctuates with the net interchange sales
revenues during 1977 was primarily and purchases between the Company cnd

attributable to an 8.1 % increase in the sale s other utilities. The decreases in this expens(
volume of electricity, a rate increase effective of approximately S.1 million and $8 4 milhon
December 13,1976 (in effect for the entire for 1976 and 1977, respectively, were
,978 and 1977 periods) and recovery of primarily attributable to the expiration of a1

increased fuel costs through fuel adjustment purchase power contract in 1977 and
clauses. Due to curtailments by the nereased sales to other utilities. The selling
Company s supplier (Southern Natural Gas of more power to, rather than purchasing
Company), gas sales volume during 1977 from, other utilities is expected to continue
decreased by 4.3% from 1976. Accordingly during 1979'
the increase in gas operating revenues in Gas Purchased for Resale-The inciease in
such period was primarily due to the recovery the cost of gas purchased for resale of
of increased prices charged by our supplier approximate |y $22.1 million or 43.1% during
through the purchased gas adjustment '978 ($6.5 million or 14.6% during 1977) was
clause. c ue primarily to the continuing increased
Electric Sales - Electric energy sales to gas Wes chaw MM Wan/s
ultimate consumers increased 4.7% and 8.3% tvaise, and. in 1978. to a 5 3% increase in
during 1978 and 1977, respectively, due tue volume of gas purchased for resale.

,

primarily to a 2.6% and a 2.5% increase in the Other Operation-While inflationary knumber of customers in 1978 and 1977, pressures on wages, material costs and
respectively. While there was an increase in supplies continue to be the prime cause for
consumption for all classes of customers increases in almost a'l ot' er items of electncduring 1978, the rate of increase was less and gas operating expenses, the increase in
than in 1977, which the Company believes these expenses was only 4.9% for 1978 due
was due primarily to a cooler summer and a pnmarily to the continuing cost management
milder late fall and early winter. efforts of the Company.
Gas Sales-The Company was able to Maintenance -The increase in maintenanceincrease its MCF sales by 6.4% in 1978 expense of approximately $3.5 million or
primarily because of increased quantities 19.6% during 1978 was primarily attributable
made available by its supplier (Southern to major maintenance for turbine and
Natural Gas Company) as opposed to generator repairs and boiler tubing
curtailment of supplies during 1977. Such i aplacement at the Company's Canadys
increased supply of gas was available to the Station. structural modification of the main
Company because of, among other things, a cooling tower at the Wateree Station and
supplemental source of LNG being imported boiler repairs at the McMeekin and Hagood
from Algeria by its supplier.The shortage of Stations. The increase was also caused by
natural gas and resultant curtailments in 1977 expenses related to repairs on electnc
resulted in a 4.3% decrease in total MCF distribution overhead lines and repairs to
sales as compared with 1976. gas distribution mains and services. The

increase of approximately $1.9 million or
11.8% during 1977 was due primarily to
repairs on electric distribution overhead
lines, repairs to gas distribution mains. major
maintenance for generator inspection and
repairs and air preheater basket replacement
at the Company's Williams Station, high
oressure turbine overhaul at the McMeeks.1
Station, turbine repairs at the Canadys
Station and generator repairs at the Saluda
Hydroelectric Station.

South Carolina Electric
& Gas Company

}h



Depreciation - Depreciation expense income Taxos -While State and Federal
cont;nued to increase as additional facilities income taxes increased by approximately
were placed in service. During 1978, with S.1 million and $6.5 million in 1978 and 1977,
the Fairfield Pumped Storage Hydro Plant respectively, it should be noted that these
beginning commercialoperation this taxes vary with fluctuations in pre-tax income
expense increased by approximately $2.3 and investment tax credits. In addition,
million (approximately $1.1 million being current and deferred Federal income taxes
attributable to the Fairfield Plant)or 7.6% as and allowance for funds used during
compared to an increase of approximately construction (which is not a cash item and
32.5 million or 9.0% for 1977. Approximately although credited to Interest Charges or
$1.8 million of the 1977 increase was caused Other income is not taxable income)by a change, during 1976,in the gas fluctuate with the level of plant construction
composite depreciation rate from 2.71 % to and its ultimate placement into service. For a
3.48%and the establishment of a depreciation more detailed analysis of income tax
rate of 6 67% for the Company's LNG facility expense for 1978 and 1977, see Note 6 of
in 1979 depreciation expense is estimated to the Notes to Consolidated Financial
increase by approximately $1.5 million due Statements.
to the commercial operation of the Fairfield

# investment Tax Credits -Increases in
investment tax credits were due primarily

Taxes Other Than income-Taxes other than to the Tax Reduction Act of 1975 which
income increased approximately $10 million allowed increased rates and investment tax
or 4.3% and $2.3 million or 11.6% for 1978 credits on certain qualified progress
and 1977, respectively. These taxes consist expenditures. The increases also reflect an
primarily of property taxes, electric additional 1 % investment tax credit as
generation tax, franchise taxes, gross provided by the Tax Reduction Act of 1975
receipts tax and payroll taxes. Such taxes wnich the Company used to establish an
continually fluctuate due to changes in plant Employee Stock Ownership Plan effective
in service, millage as determined bystatutory in 1977.
bodies, electric generation, operating
revenues and payroll costs.

Stock Pnce Range and Dividends Paid PerShare
Common Stock 1978 1977

1st Otr. 2nd Otr. 3rd Otr. 4th Otr. 1st Otr. 2nd Otr. 3rd Otr. 4th Otr.
Price Range:*

High 18N 18N 19 18% 19% 20 21 1 978Low 17H 17M 17N 16 18N 18% 18% 17,%
Dividends Paid Per Share 5.39 5.405 5.405 5.405 5.38 5.39 5.39 5.39

Preferred Stock Seriesof Stock
7.70% 8.12% 8 40% 4.50% 5% 9.40% 8.72 %

Valuation Price -
Year End 1978 589.534 $90.222 590.81 $25.00 $25.00 550 80 $47.125
*The principal market for SCE&G common stock (SCG)is the New York Stock Exchange.

FLU 9 f (n)f
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Summaryof0perations and Statements ofIncome
(continued)

Allowance for Funds Used During Preferred Stock Dividends -The decrease
Construction-The capitalization of an of .5% in preferred stock dividends during
allowance for f unds used during construction 1978 was due to stock redemptions during
(AFC)is a utility accounting practice whereby this period. The increase in preferred stock
the cost of the interest component of dividends of approximately $1.5 million or
borrowed funds and a reasonable rate of 16.2% during 1977 was the result of a
return on equity funds so used are credited preferred stock issue of 200.000 shares
to interest Charges or Other Income and in December 1976.
capitalized to construction work in progress Earnings Available for Common Stock-as a part of the cost of construction.While

Earnings available for common stockAFC is a non-cash item and does not increased approximately GS.7 million orcontribute to the current cash flow of the 13.1% during 1978 as compared to anCompany, the Company does expect to nerease of approximately $9 4 million orrecover such costs through utility rates after 27.0% during 1977. Both years benefitedthe completion of the related construction.
(See Note 1 of the Notes to Consolidated from rate relief placed into effect during

December 1976. (See Note 2 of the Notes toFinancial Statements)
, AFC (both debt and equity portion)

Consolidated Financial Statements) Earnings
per average share (EPS) increased in 1978increased by approximately $4,7 million or ,

by 5 04 per average share or 1.8% whereas |19.2% and $6.2 million or 33.7% in 1978 and
1977, respectively, as construction activity EPS increased in 1977 by $.25 per average

!'share or 12.7%. EPS in 1978 and 1977 werecontinued at the Company s VC. Summer
Nuclear Station. Construction was completed diluted by the increase of 2.196.479 shares '
and the Fairfield Pumped Storage Hydro or 11.1 % and 2.285.674 shares or 13.0%.

''SPlant was placed into commercial operation
T eic ase in EPS for 1978 was also dueduring 1978. Approximately $6.8 million of

AFC generated during 1978 related to the to increased sales volumes of electricity and

Fairfield Plant as compared to approximately gas and the etfect of (3.6C per average share)
ref unds from its supplier. Southern Natural$9.2 million during 1977. Had this plant been
Gas Company. The declining rate of increas(dclassified as construction work in progress
n EPS experienced during 1978 w::s causefor all of 1978, it would have contributed

approximately $11 milh,on instead of $6 8 primarily by the slower growth in sales
volume of electricity as discussed above.

million of AFC. Additionally the increases for increased depreciation and reduction of
1978 and 1977 reflect approximately $2.2
million and 3.8 million, respectively, due to associated AFC related to the placing in

service of the Fairfield Plant, increasedthe recording of AFC applicable to the
Nuclear Fuel Trust. (See Note 4 of the Notes

interest costs resulting from fiaancing the

to Consolidated Financial Statements) The
Company's continuing construction program

increase during 1977, despite a reduction in and the 11.1 % increase in the average
number of common shares outstanding.the Company s composite AFC rate from 8% While this trend is expected to continueto 6.5% effective January 1,1977, was

primarily attributable to increased during 1979, the Company will continue to
monitor its earnings picture and intends toconstruction work in progress. It should be
seek adequate rate relief as may be deemednoted that the amount of AFC capitalized

, necessary to continue its constructionfluctuates in direct proportion to
construction activity. program, to offset rising operating costs.

maintain earnings at acceptable levels and
Interest Charges - Increases in total interest provide a fair return to investors.
charges (exclusive of allowance for borrowed
funds used during construction) of
approximately $7.4 million or 15.8% and 57.3
million or 18.2% during 1978 and 1977,
respectively, were due primarily to additional
long-term debt financing required for the
Company's construction program. Of the
above increases, approximately $2.2 million
and S.8 million for 1978 and 1977,
respectively, were attributable to interest
on the Nuclear Fuel Trust. (See Note 4 of the
Notes to Consolidated Financial Statements)
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DirectorsandOfIicers

Directors Directors Erneriti Officers Donald R.Tomlin
J.K. Addy D H Banks Arthur M. Williams Vice President
President. Addy Dodge. Inc. WJ. Keenan. Jr Chairman of the Board and and Group Executive-
Lexington. South Carohna Edward Kronsberg Chief Executive Officer Customer Operations
W.B. Bookhart S R McMaster Virgit C. Summer James W. Wedding
Owner. W B. Bookhaq Farms F R McMeekin President and Vice President-
Elloree. South Carohna A C. Mustard Chief Operating Officer Computer Services
W.R. Bruce. Sr. (1) WJ. Ready Oscar S. Wooten Hugh W. Weldon
President, Seibels Bruce Group. Inc. John C B Smith Executive Vice President. Vice President
Columbia. South Carohna ' Member of the Executive Finance and Group Executme-
K.W. French Committee C. Joseph Fritz Administrative Services
'letired Plant Manager (1) Elected Effective Senior Vice President- Harold M. Bryant
E l. duPont de Nemours and Company August 1.1978 Administration Secretary
Savannah River Plant Grayson C. Meetze Henry H. Gaddis
Aiken. South Carolina Senior Vice President and Treasurer
J.B. Guess, lli General Manager-Operations J. Gary Black 11
Owner. Edisto Farms W;iliam N. Ackerrran Assistant Treasurer
Denmark. South Carohna Vice President. S. Jane Dent
B. A. Hagood Gas Operations Assistant Secretary
President.Wm M Bird and Co . Inc. Harry G. Boylston, Jr. Samuel B. Harrington, Jr.
Charleston. South Carohna Vice President. Assistant Contrcmer
J.F. Hassell, Jr. Marketing and Area Development George C. How
President and Chairman of the Board Esca (Ed) H. Crews, Jr. Assistant Controher
Pre-Stress Concrete Co . Inc. Vice President and T. Roland Lide
Charleston. South Carchna Group Executive- Assistant Treasurer
Avram Kronsberg Engineering Services and Edward C. Roberts
President. Edward s. Inc Construction Assistant Secretary
Charleston, South Carohna Frank C. Davis Robert W. StedmanJ.H. Lumpkin* Vice President. Assistant Controner
Chairman of the Board Corporate Communications
and Chief Executive Officer George H. Fischer
South Carohna National Corporation Vice President a.1d
Columbia. South Carohna General Counsel
F.C. Mc Master Thomas M. Groetzinger
President rand Manager Vice President
Winnsboro Petroleum Company and Controller
Winnsboro. South Carohna D. Ellis Hay, Jr.
E.W. Pike, Jr. Vice President- ~*
President. Colonial Develcoment Co Customer Operations.
Beaufort. South Carohna Distncts '

J.B. Rhodes * Malcolm C. Johnson
'

President. Rhodes Oil Company. Inc. Vice President and G1 *I
Walterboro. South Carohna Group Executive- s .J.E. Schachte, Jr. Special Services:

p'. .;President. Schachte Agency Inc. and Purchasing
Real Estate and insurance Thomas C. Nichols, Jr. N E

,

Charleston South Carohna Vice President
:Virgil C. Summer * and Group Ex ecutive- '

President and Cnief Operating Officer Power Production
i of the Company and System Operations

Columbia. South Carohna Curtis L. Rye '

W.H. Taylor Vice President- ?-
President and Chairman of the Board Customer Operations.
Twin City Motor Company. Inc. Metro Columbia

.

f,Batesburg. South Carohna B. Marion Smith, Jr.
Arthur M. Williams * Vice President- , , > _

,

:

Chairman of the Board Governmental Affairs ;, ;i. k
and Chief Executive Officer Herman B. Speissegger, Jr. O -(of the Company Vice President- (.g.Columbia. Soutn Carohna Customer Operations. 7
Oscar S. Wooten* Metro Charleston %$Executive Vice President-Finance / g;of the Company ' 3
Columbia. South Carohna '

I
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[ Annual Meeting and Corporate Information
Solicitation of Proxiesi-

Transfer Agents
The annual meeting of stockholders will COMMON STOCK:

,

> be held at the office of the Company,328
Main Street, Columbia, South Carolina on Manufacturers Hanover Trust Company.

New York, New York
Wednesday, April 25,1979. Proxies will be
requested for such meeting and will be sent The South Carolina National Bank |

,

to stockholders on or about March 16,1979. Columbia, South Carolina
,

CUMULATIVE PREFERRED STOCK:
This report is issued solely for the purpose Irving Trust Company
of providing information. It is not intended New York, New York
for usein connection with any sale or The South Carolina National Bank

-

purchase of, or any of fer or solicitation of Columbia, South Caiohna
of f ers to buy or sell, any securities.

Registrars

COMMON STOCK:
Form 10-K Manufacturers Hanover Trust Company

New York, New York'

A copy of the Company's 1978 Form 10.K The Citizens and Southern National
filing with the Securities and 2xchange Bank of South Carolina
Commission willbemadeavailable to Columbia, South Carolina
stockholders upon written request. It will

CUMULATIVE PREFERRED STOCK:, be necessary to charge a fe a to reimburse
the Company for the actual cost of The Chase Manhattan Bank, N.A. |

reproduction and mailing. New York, New York

. // The Citizens and Southern National
*

A copy of the Statistical Supplement to this BanW Sou%roMa i
report, or information concerning financial Columbia, South Carolina (
and operating data is available without'

charge. Pbase cati or address your request Tru: tee and Paying Agent
i

to B. Tate Horton,Jr., Executive Assistant. FIRST AND REFUNDING,3
Finance South Carolina Electric & Gas MORTGAGE BONDS:-~

Company, Post Office Box 764, Columbia, Manufacturers Hanover Trust Company
*

^
South Carolina 29218, Telephone (803) New York, New York :*/ 799-1234,,

k i
Dividend Reinvestment Agent ;5 .' South Carolina Electric & Gas Company !*

'M
'

Stockholder Records !
328 Main Street !

'' _ 1

Post Office Box 764 !
'

o '

'
- . Columbia, South Carolina 29218 (

.
-

- - -

, Common stock and 5% cumulative !
-

. preferred stocklisted on the
|New York Stock Exchange !n
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

CONSOLIDATED 8 ALANCE SHEETS

June 30,1979 and 1978 h
(Unaudited)

ASSETS

1979 1978

UTILITY PLANT (;ncluding constru. . tion work in progress; 1979 -
$467,855,852; 1978 - $422,844,661)(Notes 1,3 and 4):

Electric . $1,539.567,513 $1,403,653.267

Gas- 134.882,770 131,960,746

Tran portation(coach) - 3.651,782 3.644,530

Common . 14.061.218 _ _12.836,980

Total. 1,692,163,283 1,552.095,923

Less accumulated depreciation and amortization . 315.831,874 283.591.227

Utsiity Plant, net (excluding nuclear fuelin trust) . 1.376.331,409 1.268.504.6 %

Nuc; ear f uel in trust - 40.237,565 32.915.004

Utelity Plant, net - 1,416.568.974 1,301.419.700

OTHER PROPERTY ANDINVESTMENTS-

Nonutility propcrty (substantially at cost). 9.690,327 2.447,421

investment in, notes receivable and advances to subsidaary (Note 1) . 11,802.285 17,754.851

Other investments and special f unds (at cost or less) . 86,471 145.721

Total Other Property and Investments. 21,579.083 20,347,993 -

.

-i-

CURRENT ASSETS: . J ;i-

-|s
Cash- 2,365,811 4.222,261

Temporary cash investments . 3,750.000 2,500.000

Special deposits 41,671,394 767,981

Receivables , 44.667,172 43,454,093

Materials and supplies (at average cost or less):

Fuel . 69.208,682 48,882,194

Ot her . 6,415.455 5.609.053

Prepayments . 4,874.935 3,095,799

TotalCurrent Assets. 172.953,449 108,531,'91

DEFERRED DEBITS:

Unamortized debt ex pense. 3.934,595 4.059.510

Other. 15,707.493 11,426.275

Total Deferred Debits . 19,642.088 15,485.785

TOTAL-
$1.630.743...594.- $1.,445,784 8._59_
-- - - .

See notes to consolidated financial statements

[2] n,,
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SOUTH CAROLl'4 A ELECTRIC & G AS COMPANY

CON 6OLIDATED B ALANCE SHEETS

June 30,1979 and 1978

(Unaudited)

itABILITIES
1979 1978

STOCK $10LDERS' INVEST M ENT (Notes 5 and 6):

Preferred stock. $ 153,036.000 $ 134,6 % ,000

Common stock (Authorized 30.000.000 shares; Outstanding,
1979 - 23,758,299 shares; 1978 - 22,070,467 shares) . 106,912,346 99.317,102

Premium on common stock . 207,688.426 187,115,767

Other paid-in capital 4.243.848 4,197,992

Capital stock expense (debit) . (5,729.717) (5,252,987)

Retained earnings:

Unappropriated 119.352,036 116.625.085

Appropriated 391,858 391.858

Trsta: Stockholders' investment . 585.894.797 537,090.817

LONG-TERM DEBT (Note 3):

Principal amounts , 620.564.279 644,026,383

Less unamortized discount and premium, net . 1.026,415 678,107

Long-Term Debt, i 619,537,864 643.348.276

Total Capitalization . 1.205.432.661 1,180.439.093

NUCLEAR FUEL TRUST (Note 4) . 40.237,565 32,915.004

CURRENT LIABILITIES:

Short term borrowings:

Banks. 1,757,300 2,321,900

Other. 15.620.369 436.076

Accounts payable and customer rate ref unds (Note 2) . 32,435,899 33.258,360

Custo:ner deposits . 5,782.042 5.580,195

Taxes accrued . 6.377,120 7,357,688

Interest accrued. 15.720.212 13,954,642

Dividends declared . 13.061,135 11.572,614

Current portion of long term debt (Note 3) . 115.634,817 9,537.790.,.

Tax collecMons payable. 847,072 803,962

Other 1,450,068 1,6' ' 10 2

Total Ct.rrent Liabilities. 208.686.034 86,453.629

DEFERRED CREDITS:

Accumulated deferred investment tax credits (Note 1) . 61,862,372 46,771,987

Accumulated deferred income taxes (Note l' 104,989.200 % ,911,300

Other . 9,535,762 2.293.846

Total Deferred Credits. 176,387,334 145.977,133

COMMITMENTS AND CONTINGENCIES (Note 61

TOTAL, $ 1,63_0.743,59_4 $1,445,7_8_4_8_59

See notes to consolidated financial statements

[3)
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

CONSOLIDATrD STATEMENTS OF INCOME _

For The Period.4 2nded June 30,1979 and 1978
(Unaudited)

3 Mos. Ended June 30, 6 Mos. Ended June 30, 12 Mos. Ended June 30,
1979 1978 1979 1978 1979 1978OPERATING REVENUES (Notes 1

and 2):

Electric . $ 85,369,383 $ 86,352,830 $178,688,122 $179,291,480 $381,766.879 $365,688,137
Gas, 29,575,454 22,594.830 67,875,051 55,650,159 114,029,298 94,910,564
Transportation (coach), 533.597 484.490 1,001.653 904,433 2,024,000 1,941,958

Total Operating Revenues. 115,478,434 109,432,150 247,564.826 235,846,072 497,820.177 462.540.659
OPERATING EXPENSES:

Fuel used in electric generation , 41,113,761 41,634,328 83,841,901 88,599,774 179.289,531 174,977,906
Power purchased, net (credit) , (2,262,813) (655,411) (2,178,506) (5,136.282) (2,466,325) (6,245.803)
Gas purchased for resale. 23.058.053 16,471,637 50,192,737 37,478,764 86,169,308 67,340,711
Other operation. 11,877.655 9,784,366 23,521,830 18,970,501 44.119,344 38,178,163
Mainte, ance . 6,464,656 5.892,022 11,272,883 10,161,554 22,319.037 18,867,129
Depreciation and amortizFon

(Note 1). 8,932,464 7,996,200 17,882,164 15,913,800 34,611,664 30,994,000
Amortizationof stormdamage

expenses (Note 7). 64,833 - 64.833 - 64,833 -

Taxes (Note 1):
Other than income . 6,445,819 5,737,170 13.237,583 11,804.715 24,850.609 22,956,170
State income . 394,600 638.800 1,201,300 2,062,100 3,325,400 4,563,600
Federalincome(credit) . 424.800 (1,547,400) 4.627,900 4,300,200 10,478,100 10,963,400
Provision for deferred income. P.980,700 3.656.000 7.272,700 7,277,800 14,737,131 14,817.536
Deferred taxes (credit) . (2,631,800) (1,059,400) (5,376,300) (3.494,600) (9.260,070) (5.984,164)
Investrnent tax credit adjustments:

Amount deferred. 3.456,000 5.646,300 6.912,000 11,292.600 17,146,630 19,114.694
Amortization of amounts

deferred (credit) . (266,944) (199.444) tS33.889) (398.889) (928.037) (722,537)
Total Operating Expenses . 100.051.784 93.995,168 211.939,136 198.832,037 424,457,155 389,820.805

OPERATING INCOME . 15,426.650 15,436,982 35,625,690 37,014,035 73,363.022 72,719,854
OTHER INCOME (Note 1):

Allowance for funds used during
construction-equity. 4.073,363 5,246,925 7.972,264 10, W ,021 16.124,374 19,353.253

income tax-credit . 2,338,700 2,561,700 4.660,400 5,080,600 9.791,800 9,789.400
Other income, net,less income tax

ef fccm (debit) . (67,349) 17,400 63,731 214.027 572.435 (148.398)
Total Other income. 6,344,714 7,826,025 12,696 3G 15.482.648 26,488,609 28,994.255

INCOME BEFORE INTEREST
CHARGES. 21,771.364 23,263.007 48,322,085 52,4 %.683 99.851.631 101.714,109

INTEREST CH ARGES (Note 4):
Interest on long-term debt . 14,612.971 12,516.303 28,333.907 24,282,800 55,508,523 46,752,263
Amortization of debt premium,

discount and expense, net. 152,509 136,831 303,837 252,120 622,552 605.733
Other interest expense 1,246,314 535.308 2,524,769 1,391.854 3,631,663 2.677,786
Allowance for borrowed f unds used

during construction -(credit)
(Note 1). (3,119,481) (2,821.972) (6,088.215) 1 275.241) (11,660,698) (9.441,801)

Total enterest Charges . 12.892,313 10,366,470 25.074,298 20.651,533 48,102.240 40,593.981
NET INCOM E 8,879,051 12.8 %.537 23,247,787 31.845,150 51,749.391 61,120,128
DIVIDENDS ON PREFERRED STOCK . 3.073,711 2,634.029 6,162,483 5.287,103 11,475,582 10,605,590
EARNINGS AVAILABLE FOR

COMMON STOCK. ,5 5.805.340 $ 10.262,508 $ 17,085,304

AVERA GE COMMON SHARES
_

__ . _ _ _ _ 5 26,558.047 $ 40,273.809 $ 50,514,538
__ _ _ _

OUTSTANDING . 23,466.664 22,060,656 23.025,148 21,752,819 22,665,646 21,019,557
EARNINGS PER AVERAGE SHARE

OF COMMON STOCK . $ .25 S .47 $ .74 $1.22 $1.78 $2.40

See notes to consolidated financial statements
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| SOUTH CAROLINA ELECTRIC & G AS COMPANY

! CONSOLIDATED STATEMENTS OF RETAINED EARNINGS
For The Periods Ended June 30,1979 and 1978

(Unaudited)
6 Months Ended June 30, 12 Months Ended June 30,

UNAPPROPRIATED. 1979 1978 1979 1978
Balance at beginning of period . $121,735,947 $107,897,373 $116,625,085 $ 99,770,551

Add - Net income . 23,247,787 31,845,150 51,749,391 61,120,128
Total, 144,983,734 139,742,523 168,374,476 160,890,6_79

Deduct
Cash dividends declared:

Preferred stock . 6,162,483 5,287,103 11,475,582 10.605,590
Common stock . 19,469,215 17,830,335 37,546,858 33,660,004

Total Deductions 25,631,698 23,117,438 49,022,440 44,265,594

Unappropnated retained earnings at end of period (Note 5) . 119,352,036 116,625,085 119,352,036 116,625,085

APPROPRIATED (Note 6):
Balance at beginning of period , 391,858 - 391,858 -

Transfer from amortization reserve. - 359,010 - 359,010
Current provision , - 32.848 - 32,848

Appropriated retained earnings at end of neriod. 391,858 391,858 391,858 _ 391 858
TOTAL RETAINED EARNINGS AT END OF PERIOD $119,743,894 $117,016,943 $119,743,894 $117,016,943

_

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION
For The Periods Ended June 30,1979 and 1978

(Unaudited)
6 Months Ended June 30, 12 Months Ended June 30,

WORKING CAPIT AL PROVIDED- 1979 1978 1979 1978
Net incorne . $ 23,247,787 $ 31,845,150 $ 51,749,391 $ 61,120,128
Charges (credits) to income not providing or requinng working capital:

Depreciation and amortization , 17,882,164 15,913,800 34,611,664 30,994,000
Deferred income taxes. net . 1,8 %,400 3,783,200 5,477,061 8,833,372
Investment tax credit. net . 6,378,111 10,893,711 16,218.593 18,392,157
Allowance for funds used during construction (AFC). 1 4,060,479) (15,463,262) (27,795,072) (28,795,054)

Total from Operations , 35.343,983 46,972.599 80,271,637 90,544,603
Nuclear f uel trust . 2,017,872 22,423,109 7,322,561 25,982,694
Saleof Securities:

Mortgage bonds . 83,856,250 69,497,500 83,856,250 69,497,500
Pollution control revenue bonds. - - - 5,155,000
Preferred stock . 15,000,000 - 35,000.000 -

Common stock , 21,607,129 30,352,606 28,167,903 34,222,874
Decrease in:

Other property and investments . 328,436 - - 27,386
Other non current funds. 6,993,761 1,170.286 6,677,990 -

Total Working Capital Provided. 165,147,431 _170,416,100 _241,296,341 225,430,057

! WORKING CAPITAL APPLIED:
; Utility plant additions (excluding AFC
~

but including nuclear f uel trust) , 58.248,239 82,523.877 123,382,736 161,280,373
Cash dividends:

Preferred stock . 6.162,483 5,287,103 11,475,582 10,605,590
Common stock . 19.469.215 17,830,335 37.546,858 33,660,004

:
Reduction of long-term debt . 68.699.813 1,466,851 108.813.412 3,4 %,330
Retirement of preferred stock , 16,245.000 1,360,000 16,660,000 1,775,000
increase ia:

' Other property and investments . - 728,255 1,231,090 -

Other non current f unds. - - - 1,858,098
TotalWorking Capital Applied. 168,824,750 109,1 % ,421 299,106,678 212,675,395

INCREASE (DECREASE)lN WORKING CAPITAL , $_(3,677,319) $ 6_1_,219179 $ (57,810,337) $ 12.754,662

INCREASE (DECREASE) IN WORKING CAPITAL
DY COMPON ENT:
Cash, S (1,651,684) $ 2.232,146 $ (1,856,450) $ (2,386,290)
Temporary cashinvestments . 3,750,000 2,500,000 1,250,000 (6.500,000)
Receivables. (2,223,133) (1,031,995) 1,213.079 4,061,081
Materials and supplies. 7,872,318 (2,463,765) 21,132,890 16,074,254
Short term borrowings. (7,047,262) 38,012,649 (14,619,693) 814.292
Current portion of long-term debt . (67,632,172) t269,598) (106,097,027) (446,523)
Accounts payable and accruals 19.289.165 20,579,668 (1,515,685) 1,155,515
Other. net. 43,% 5,449 1,660,574 42,682,549 (17,667)

If 4 CREASE (DECREASE)lN WORKING CAPITAL . $_(3,677,319) $ 61,219.679 $157,810,337) $ 12,754,662

See noter to consolidated financial statements

[5]
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SOUTH CAROLINA ELECTRIC & GAS COMPANY "

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -

i

JUN E 30,1979
;

.

1. Summary of Significant Accounting Policies: 2. Rate Matters:
i

A. System of Accounts On December 13,1977, the PSC issued an order which granted
.

The accounting records of the Company are maintained in portion of a requested electric retail rate increase and which requir
accordance with the uniform system of accounts prescribed by the a refund of approximately $7 million from net interchange sales t
Federal Energy Regulatory Commission (FERC) and the South Caro. Other utility companies, plus interest.
lina Public Service Commission (PSC). During January 1978, the Company appealed to and was granted
B. Pn.nciples of Consolidation a stay by the Court of Common Pleas for that portion of the PSC.

The accounts of the Company's wholly owned subsidiary, South order requiring refund of the $7 million. On January 29,1979, the Su-
Carolina LNG Company, Inc., are consolidated in the accompanying preme Court upheld the Court of Common Pleas' determination and

remanded the case to the Court of Common Pleas to determu.e the
Consolidated Financial Statements: substantive issue of whether or not the PSC had correctly orderedThe Company's investment in its wholly-owned subsidiary, the Company to ref und the $7 million.Energy Subsidiary, Inc., is reported in the accompanying Consoli-
dated Financhal Statements using the CQuity method of accounting. S nce the refund ordered by the PSC has been eliminated from.

revenues and the amount thereof recorded as a liability, an adverse
C. Utility Plant determination of the Company's appeal with respect thereto would

Utility plant is stated at original cost. The cost of additions, not have a negative effect on the Company's Consolidated Financial
renewals and betterments to utility plant, including direct labor, Statements
material and indirect charges for engineering, supervision, and an On June 15,1979 the FERC approved a settlement agreement
allowance for funds used during construction, are added to utility between the Company and its wholesale electric customers which
plant accounts. The original cost of utility property retired or increased revenues by $1.45 million annually ef fective November 15,
otherwise disposed of is removed from utility plant accounts and 1978 based on the test year ended December 31,1978. This settle-
along with the cost of removal, less salvage, is charged to accumu- ment resulted in a refund with interest of approximately $417 thou-
lated depreciation. The cost of repairs, replacements and renewals of sand which was made in June 1979.
items of property determined to be less than a unit of property is On June 1,1979 the Company filed an application with the PSCcharged to maintenance expense. to increase retail rates by 10.77% for efectric and 6.05% for gas
D. Allowance for Funds Used Dunng Construction operations. Annually, these ,new rates would produce increases of

Allowance for f unds used during construction (AFC), a non-cash approximately $38.9 million in electric revenues and $6.7 million in
item, reflects the cost for the period of capital devoted to plant under gas revenues, based on the test year ended March 31,1979.The
construction. This cost represents interest charges on borrowed Company placed the new electric rates into etf ect on July 1,1979 and
funds and a reasonable rate of return on equity funds so used. This plans to place the new gas rates into ef fect on November 1,1979 with
accounting practice results in the inclusion, as a component of con. the revenues collected from both being subject to refund with in-
struction cost (construction work in progress), of amounts cf AFC terest to the extent not finally allowed.
which will ultimately be included in rate base in establishing rates for
utility charges. AFC was calculated using a 6.5% rate in 1979,1978 3. Long Term Debt: June 30, June 30,
and 1977 except for AFC related to nuclear fuel in trust which was 1979 1978capitalized at the actual amount thereof. (See Note 4-Nuclear Fuel First & Refunding Mortgage Bonds: (Thousands of DoHars)Trust) 3%% Series, due 1979 . $ 4,000 $ 4.000
E. Depreciation 10% % Series, due 1979. 35,000 35.000

The Company provides for depreciation for financial reporting 3% Series, due 1980 . . 22.200 22.2
purposes on a straight line basis over the estimated useful lives of 3% Series A,due 1980 . 4.000 4.0
utility plant. Annual rates averaged 3.09% and 3 29% for the twelve 8.45% Senes,due 1981. 40,000 40.0
months ended June 30,1979 and 1978, respectively. 9% Senes, due 1981. 3.930 4.020

7% Senes, due 1982 . 50,000 50,000
F. Income Taxes 4%% Series, due 1983. 2.740 2,800

Deferred income taxes, arising from the use of accelerated 9%% Series, due 1984 . 25.000 25.000
amortization and depreciation rather than straight line tax deprecia. 3%% Series, due 1985. 3,500 3,575
tion, are charged to income currently with corresponding credits to 5%% Series, due 1987 . 7,300 7.450
accumulated deferred income taxes and are credited to income in 4'4 % Series, due 1988 . 10,000 10.000
appropriate amounts when subsequent income tax liabilities are 10%% Series,due 1990. 13,200 13.800
greater as a result of this practice. 5% Series, due 1990. 10,000 10.000

Income taxes are allocated to " Operating Expenses" or "Other 5% Senes. due 1991. 8.000 8,000
Income." The income tax-credit under "Other income" results from 4%% Series, due 1995. 16.000 16,000
tax deductions related to interest expense arising principally from 5.45% Senes,due 1996. 15.000 15.000
investments in construction work in progress. 6% S aries, due 1997 . 15.000 15.000

investment tax credits on eligible property as provided by the 6%% Series due 1998. 20,000 20,000
Revenue Act of 1971 and the Tax Reduction Act of 1975 are being 8p Series, due 1999 . 35.000 35,000
amortized over the lives of the respective assets. 9% Senes, due 1999 . 15.000 15,000

The Co npany's Federal income tax returns have been examined f% [Sethrough 19: 5.
9%% Series, due 2006 . 50,000 50,000

G. Pension Plan 8.40% Series,due 2006, 50.000 50,000
The Company has a pension plan covering all employees. Total 8%% Series, due 2007 . 30,000 30.000

pension contributions, including amortization of unfunded prior 8.90% Series,due 2008, 30,000 30,000
service cost, were approximately $4.5 million and $3 7 million for the 10%% Series,due 2009. 35,000 -

twelve months ended June 30,1979 and 1978, respectively. Unfunded 9%% Series, due 2009 . 50,000 -

prior service cost of approximately $600 thousand, based on the
latest actuarial valuation ef fective January 1,1979, is being amortized Pollution Control Facilities
over a twenty year period ending in 1997. Revenue Bonds:

The Company's policy is to fund pension costs accrued. There 4%% Series, until October 1,1979,
was an excess of approximately $9.6 mHlion of actuarially computed thereaf ter 70% of applicable
value of vested benefits over total plan assets based on the latest prime rate until October 1,1981
actuarial valuation. and 75% of such prime rate until
H. Revenue Recogm.tton maturity, due 1987. .. 5,155 5,155

5.95% Series,due 2003. 7,500 7,500
Customers' meters are read and bills are rendered on a monthly First Mortgage Bonds;cycle basis. Base rate revenue is recorded during the accounting 33 % Series. due 1979 . - 908period when the meters are read. Revenue attributable to gas costs 4% Series, due 1981. 362 8(to the extent collectible through adjustment clauses)is recorded in

the month dunng which the gas is used rather than when the revenue 5% Consolidated Mortgage Gold
is billed. Revenue attributable to any over or under collections of Bonds, due 1999 (non-callable). 1,063 1,075

electnc fuel costs in the base rates is recorded in current month Unsecured Notes - Banks due 1980,

revenues. w th interest not to exceed 7.625%
over the term of the notes. 45,000 45,000

f. Nbt Premium Discount and Expense First Mortgage Bonds - South
Long-term debt premium, discount and expense are being Carolina LNG Co., Inc.,

amortized over the terms of the respective debt issues. 10%% Series,due 1990.
.#

. 10,120, 10.810
A /
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June 30, June 30, June 30, June 30,
1979 1978 1979 1978

(Thousandsof Dollars) (Thousandsof Dollars)
Capitalized lease obligations - 1978 - 137,600 shares). 6,720 6,880

vehicles . 2,129 1,398 8% Series (Outstanding
' Total . . - 736,199 653,564 300.000 shares) < 15,000 -

'

ess current portion of long. term debt . 115,635 9.538 8.72% Series (Outstanding
Total . $620,564 $644.026 400.000 shares) . 20,000 -

9.40% Series (Outstanding,
Substantially all utility plant is mortgaged in connection with the 1979 - 299,100 shares;

various issues of long-term debt. Approximately $6.8 million of the 1978 - 30S.000 shares). . . . .
14,955 15,300

current portion of long-term debt at June 30,1979 may be satisfied by Cumulative $25 par value; Authorized
deposi' and cancellation of bonds issued upon the basis of bond re. 2,000,000 shares; Outstanding - None . - -

tirement credits. Total . $153,036 $134,696

4. Nuclear Fuel Trust *. The call premium of the respective series of preferred stock in
no case exceeds the amount of the annual dividend.A Trust Agreement dated September 30, 1976 and amended The amount of purchase fund or sinking fund requirements forAugust 1,1977 between the Company and The Citizens & Southern preferred stock for the succeeding twelve months is approximately

National Bank of South Carolina as Trustee provides for the financing $1.7 million at June 30,1979.
of the Company's two-thirds ownership share (see Note 6)of the cost increases in " Premium on common stock" for the twelveof nuclear fuel related to the initial core requirement of the V.C. months ended June 30,1979 ($20.6 million) and June 30,1978 ($25.6
Summer Nuclear Station. Pursuant to te,rms of the Agreement, the million) represent the premium on issuance of 1,687,832 andCompany has assigned to the Trust certain contracts for purchase of 1,914,117 Shares of stock, respectively.nuclear fuel and the Trustee will borrow necessary funds up to an
aggregate amount of $42 million to purchase the fuel and to make increases in "Other paid-in capital" for the twelve months ended
interest payments (at 109% of prime rate plus 1/4 of 1%) when due. June 30,1979 ($46 thousand) and June 30,1978 ($16 thousand) con-
The Company is unconditionally obligated to repurchase the fuel sist of gains on the reacquisition of 6,800 ar.d 8,000 shares of pre-

'

Incr a esin p tal stock expense" for the twelve months end-o ater than J e 30, O. inan a o ti g purp es pur-
chases by the Trust are assumed to have been made on behalf of the ed June 30,1979 ($477 thousand) and June 30,1978 ($223 thousand)
Company and the amounts expended by the Trustee (approximately represent expenses in connection with the issuance of common

$38.9 milhon and $32.9 million through June 30,1979 and 1978, re. stock ($38 thousand and $251 thousand for the twelve months ended
(approxi. June 30,1979 and 1978, respectively) and preferred stock ($467 thou-

spectively) and certain fees, etc. accrued by the Compaqb78)are in-mately $1.3 million at June 30,1979 and none at June 30,1 sand for the twelve months ended June 30,1979 and none for the
cluded in the accompanying Consolidated Financial Statements. twelve months ended June 30,1978)less $28 thousand for each of the

Pursuant to Staf f (of the Securities and Exchange Commission) twelve month periods ended June 30,1979 and 1978, due to retire.
Accounting Bulletin No. 28, the Company has included in its 1979 ment of preferred stock through purchase funds and sinking funds.
Consolidated Statement of Income and has restated its 1978 Con- The Restated Articles of incorporation of the Company and the

. dentures underlying certain bond issues contain certain provisionssolidated Statement of income to include approximately $4.8 million in

and $1.6 million for the twelve months ended June 30,1979 and that limit the payment of cash dividends on common stock. The most
1978, respectively, t . presenting interest and related fees in " Interest restrictive of these provisions would have permitted the payment of
on long-term debt." Such amounts were offset by a like increase in approximately $116.9 million of cash dividends on common stock at
" Allowance for borrowed funds used during construction.-credit.. J une 30,1979.
This change had no ef fect on " Net income." 6. Commitments and Contingencies:

Stockholders' investment: June 30, June 30, A. Construction
1979 1978 in addition to routine commitments of approximately $14.0 mil-

Common Stock: (Thousands of Dollars) lion for operating materials and supplies, the Company at Jurie 30,
$4.50 par value; Authorized - 1979 had commitments for major construction (including nuclear
30.000,000 shares: Outstanding, fuel) of approximately $81.7 million (includes one-third interest of
1979 - 23,758,299 shares; South Carolina Public Service Authority) for construction of the V.C.
1978 - 22,0/0.467 shares. $.106,912 5 99.317 Summer Nuclear Station.

- - - -- The Company and the South Carolina Public Service Authority (aPreferred Stock:
. public corporation of the State of South Carolina) have contracted toCumulative $100 par value; Authorized. become joint owners at the V.C. Summer Nuclear Station on the ba-1979 - 1,750.000 shares; sis of two-thirds by the Company and one-third by the Authority and1978 - 1,000.000 shares: to participate, on a like basis, in the costs of construction, costs of6%% Series (Outstanding operation and in the energy output thereof. The Company's share (ap-

150.000 shares) . - $ 15,000 proximately $418.2 million and $329.9 million at June 30,1979 and7.70% Series (Outstar, ding- 1978, respectively) of costs of construction of the nuclear station,1979 - 135,000 shares; which is scheduled for completion in 1980, is included in construc-
| 1978 - 137,400 shares). $ 13,500 13,740 tion work in progress. Each owner is responsible for financing its8.12% Series (Outstanding, own share of the nuclear station.i

; 1979 - 193,600 shares:
Tbn Company has made a timely application for an operating

| 1978 - 198.000 shares).. 19,360 19,800
i 8 40% Series (Outstanding license for the V.C. Summer Nuclear Station and the Nuclear Reg-

ulatory Commission has granted a petition to intervene in such200,000 shares) . . 20,000 20.000
10% % Series (Outstanding proceeding. The Company is unable to predict at this time whether

proceedings by regulatory and governmental bodies would delay the; 200.000 shares) . 20,000 20,000 issuance of such license beyond the date of scheduled operation.Cumulative $50 par value; Authorized,
. B. Licensed Projects

1979 - 1,944.420 shares! . Licenses granted by the FERC with respect to t,he hydroelectric1978 - 1,957,120 shares
4.50% Series (Outstanding, projects of the Company provide that after an initial twenty-year
1979 - 43,200 shares; period a portion of the earnings on such projects in excess of a speci-
1978 - 44,800 shares). 2,160 2.240 fied rate of return is to be set aside in approoriated retained earnings.
4.60% Series (Outstanding. The Company is licensee for five hydroelectric projects. The ini-
1979 - 26,334 shares; tial license for two of the projects (Columbia and Saluda) expired in
1978 - 27,834 shares). 1,317 1.392 1970 and 1977, respectively, with the Company continuing operations
4.60% Series A(Outstanding, under annuallicenses.
1979 - 58,052 shares;
1978 - 60,052 shares). 2,902 3,002 AmoWzWon of Storm Damage Egnses:7.

4.60% Series B (OutstandinC, During February 1979 the Company encountered two severe ice
1979 - 129,200 shares; storms in its service area resulting in approximately $2.3 million in
1978 - 132.600 shares). 6,460 6.630 storm related expenses. On May 31, 1979 the PSC authorized the
5% Series (Outstanding Company to amortize these expenses over a three-year period begin-
125,234 shares) . - 6.262 6,262 ning in June 1979.
5.125*4 Series (Outstanding,
1979 - 88.000 shares; 8. Reclassifications:
1978 - 89,000 shares). 4,400 4,450 Certain reclassifications, related to the Nuclear Fuel Trust, have
6% Series (Outstanding, been made in the accompanying Consolidated Financial Statements
1979 - 134,400 shares; for 1978. (See Note 4 - Nuclear Fuel Trust)
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SOUTH CAROLINA ELECTRIC & G AS FOMPANY ?

CONSOLIDATED SYSTEM STATISTICS

96 Months 12 Months
Ended June 30, Ended June 30, Calendar Year

1979 1978 1979 1978 1978 ,.,1 %8
ELECTRIC DEPARTMENT:

Produced and Purchased-(Million of KWH):

Steam . 5.485 5,932 11,655 11,870 12,102 6,382
Internal combustion turbine. 12 31 44 128 63 46
Hydro . 461 307 762 497 608 472

,

Energy (credit) pumped storage plant . (186) (107) (416) (124) (338) -

[Purchased and Interchange, net (credit) . (13) (179) (1) (221) (166) 54
Total output . 5,759 5,984 12,044 12,150 12.269 6,954

Sales-(Million of KWH):
Residential . 1,597 1,651 3,427 3,470 3,481 1,793
Commercial . 1,246 1,244 2.610 2,543 2,608 1,201
Industrial-ERDA, contract . 285 287 592 585 593 526

-ERDA, special . 9 8 29 11 29 3
-Other. 1,653 1,554 3,303 3128 3.204 1,576

Miscellaneous . 156 147 320 302 311 116
Total ultimate consumers. 4.946 4,891 10,281 10,039 10.226 5,215

Sales for resale. 503 708 1,190 1,429 1,395 1.285
Totalsales , 5,449 5,599 11,471 11,468 11,621 6,500

TotalCustomers(End of Period) . - - 332,163 324,215 328,797 243,306

Residential Service-Per Customer:
Average annual energy use-KWH . - - 11,938 12,386 12,269 8,615
Average annual rate gCents per KWH) - - 4.46 4.20 4.37 1.90

~

Generating Capability, Net KW(000):
Steam . - - 2,402 2,359 2,359 1,155
Internal combustion turbine. - - 249 249 249 83
Hydrc - - 756 500 756 185

Peak Demand, Net KW-Total (000). 2.796 2,410 2,796 2,410 2,469 1,405
Peak Demand, Net KW-Territorial (000). 2,144 2,271 2,244 2,271 2.271 1,212

.
.

GAS DEPARTMENT:

Produced and Purchksed
-

for Resale-(Million Cubic Feet) , 27,405 26,466 52,536 50.629 51,597 35,087

Sales-(Million Cubic Feet):
Residential . 6,927 8,498, 9,269 11,378 10,840 7,810
Commercial . 4,682 4,558 8,109 8,162 7,984 5,113 -

'

Industrial 13,578 11,309 29.885 25,000 26,617 16,597
Sales for resale. 1,793 1,584 3,354 2 e.,71 3,145 2,337

Totalsales . 26.980 25,949 49,617 47,411 _48,586 1 907
TotalCustomers(End ef Period) . - - 161,124 160,201 162,412 111,568 e

-

..

O
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PROSPECTUS

S50,000,000

South Carolina Electric & Gas Company
First and Refunding Mortgage Bonds,

9F89c' Series due June 1, 2009

The Bonds will be redeemable at any time at the option of the Company at the regular redemption
prices set forth herein, provided that prior to June 1,1984 no such redemption may be made out of the
proceeds of or in anticipation of any refunding operation by the issuance of indebtedness having an
effective interest cost of 10.03% or less per annum except under certain circumstances in the case of

'

consolidations or mergers. The Bonds may also be redeemed, by operation of the sinking fund therefor
or out of moneys deposited in the maintenance and replacement fund or the proceeds of certain released
property, at 100cc of the principal amount thereof plus accrued interest. See " Description of 2009
Series A Bonds" herein.

TIIESE SECURITIES IIAVE NOT BEEN APPROVED OR DISAPPROVED BY TIIE
SECURITIES AND ENCIIANGE CO3I511SSION NOR IIAS TIIE CO313flSSION

PASSED UPON TIIE ACCURACY OR ADEQUACY OF TIIIS PROSPECTUS.
ANY REPRESENTATION TO TIIE CONTRARY IS A CRI51IN AL OFFENSE.

L'oderwriting
Price to Discounts and Proceeds to

Public(1) Commissions (2) Compan)(1)(3)

Per Bond . . . . 99.375fc .875 % 98.50fc. .. .. ..

Total $49,687,500 $437,500 $49,250,000. .. .. . .

(1) Plus accrued interest from June 1,1979.

(2) The Company has agreed to indemnify the several Underwriters against certain civil liabilities,
including liabilities under the Securities Act of 1933.

(3) Before deduction of expenses estimated at 5107,000.

The Bonds are offered by the several Underwriters when, as and if issued by the Company and
accepted by the Underwriters and subject to their right to reject orders in whole or : It is expected
that 'he Bonds will be ready for delivery at the office of Kidder, Peabody & Co. Inc , sted,10 Hanover
Square, New York, New York, on or about June 21,1979.

Kidder, Peabody & Co.
Incorporated

The date of this Prospectus is June 13, 1979.

<ni ,
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IN CONNECTION WITil Tills OFFERING, Tile UNDERWRITERS AIAY OVER-ALLOT OR
EFFECT TRANSACTIONS WillCII STABILIZE OR hlAINTAIN Tile AIARKET PRICE OF TIIE
BONDS OFFERED llEREBY AT A LEVEL ABOVE TIIAT WillCll AIIGitT OTIIERWISE PREVAIL
IN TIIE OPEN AlARKET. SUCll STABILIZATION,IF COA 131ENCED, AIAY BE DISCONTINUED AT
ANY TI51E.

AVAILABLE INFOR31ATION
South Carolina Electric & Gas Company (the " Company")is subject to the informational require-

meets of the Securities Exchange Act of 1934 and in accordance therewith files reports and other
information with the Securities and Exchange Commission. Certain information, for the year 1978 and

;

prior years, concerning the Company's directors and oficers, their remuneration, options granted to
them and any materialinterest of such persons in transactions with the Company, is disclosed in proxy |
statements distributed to stockholders and filed with the Commission. Such reports, proxy statements
and other information may be inspected and copied at the public reference facilities maintained by the |'
Commission at Room 6101, i100 L Street, N. W., Washington, D. C. and at the Commission's regional |
ofices at 219 South Dearborn Street, Chicago, Ill., 26 Federal Plaza, New York, N. Y.; and 10960
Wilshire Boulevard, Los Angeles, Calif., and copies of such material can be obtained from the Public
Reference Section of the Commissicn,500 North Capitol Street, Washington, D. C. 20549 at prescribed
rates. The Company's Common Stock is listed on the New York Stock Exchange, where reports, proxy
material and other information concerning the Company may also be inspected.

INCORPORATION OF CERTAIN DOCU31ENTS BY REFERENCE
There are hereby incorporated by reference in this Prospectus the following documents heretofore

filed with the Securities and Exchange Commission pursuant to the Securities Act of 1933 and the Securities
Exchange Act of 1934 (the "1934 Act"):

1. The Company's Annual Report on Form 10-K for the year ended December 31,1978, as
amended (" Form 10-K").

2. The Company's definitive proxy statement, dated Starch 23,1979,in connection with its 1979
Annual Aleeting of Stockholders.

3. The Company's Quarterly Report on Form 10-Q for the quarter ended Afarch 31,1979.h
4. The Company's Quarterly Report for the quarter ended afarch 31,1979, filed as an exhibit to

Item 3 above.

5. The Company's Prospectus, dated February 1,1978, constituting part of Registration State-
ment No. 2-60573 on Form S-7.

All documents filed by the Company pursuant to Sections 13,14 or 15(d) of the 1934 Act after the date
of this Prospectus and prior to the termination of the offering of the $50,000,000 principal amount of First
and Refunding lfc,rtgage Bonds,9%% Series due June 1,2009 0ffered hereby (the "2009 Series A Bonds")
shall be deemed io be incorporated by reference in this Prospectus and to be a part hereof from the date of
filing of such documents.

The Company hereby undertakes to provide without charge to each person to whom a copy of this
Prospectus has been delivered, on the written request of any such person, a copy of any or all of the
documents referred to above which have been or may be incorporated in this Prospectus by reference,
other than exhibits to such documents. Written requests for such copies should be directed to Afr. Thomas
51. Groetzinger, Vice President and Controller, South Carolina Electric & Gas Company,328 Alain Street,
Columbia, South Carolina 29218.

2
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IIIGIILIGIITS
The following material is qualified in its entirety by the detailed information and financial

,

n tements and notes appearing elsewhere in this Prospectus and in the documentsa

incorporated in this Prospectus by reference.

TiiE OFFERING
Company. . South Carolina Electric & Gas Coripany. . . .

Bonds to be Offered . . . . 550,000,000 First and Refunding..

Mortgage Bonds due June 1,2009
Expected Closing Date . . June 21,1979. . .

Use of Proceeds . .To pay at maturity $39,000,000 principal amount of the Com-. ..

pany's First and Refunding Mortgage Bonds and to retire a
! portion of the Company's short-term indebtedness.

| TIIE COMPANY
i Business (See pages 3-24 af Form 10-K). Electric and Gas Utility in South Carolina
1 Customers (December 31,1978)(See page 29 of the
i

1978 Annual Report incorporated by reference in
Form 10-K) . Electric-328,797; Gas-162,412. . .

Estimated 1979 Sources of Generation (See page 10
of Form 10-K) . Coal 737c; #6 Oil-227c; Hydro and #2

Oil-57c
Estimated 1979 Construction Expenditures (See

"Recent Developments" in this Prospectus and
pages 4-5 of Form 10-K). . 5160 Million

FINANCIAL INFORMATION
(Thousands of dollars, except ratios)

12 Sionths Ended

December 31 December 31, A pril 30,
1977 1978 1979

Consolidated Statements of Income Data:
Operating Revenues . S 418,355 5 486,101 5 495,194.

Operating income 68,265 74,751 73,668
Income Before Interest Charges. 93,873 104,026 101,155
Net income . 54,652 60,347 54,742

Ratio of Earnings to Fixed Charges:
-Actual . 2.78 2.67 2.40
-Pro Forma - - 2.21

Net Utility Plant. 51,219,883 51,362,952 $1,397,652

April 30.1979

Actual Ratio As Adjustedit) Ratioil)
Capitalization:

Long-term Debt (2) $ 569,255 49.07c 5 619,255 51.17c
Cumulative Preferred Stock . 153,231 13.2 153,231 12.7.

Common Stock Equity 438,959 37.8 438,959 36.2
Total 51,161.445 100.07c S t.211,445 100.07c. .

Short-term Notes Payable (3). $ 15,127 5 14,900.

(1) Gives effect to the sale of the 2009 Series A Bonds.
(2) Excludes current portion of Long-term Debt of $116,270,000.
(3) The Company expects to have approximately $25,000,000 of such notes outstanding at the

date of the sale of the 2009 Series A Bonds.

3
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TIIE COMPANY
The Con pany is a South Carolina corporation organized in 1924 and has it's principal executive

oflice at 328 Main Street, Columbia, South Carolina 29218. Its telephone number is 803-799-1234.

USE OF PROCEEDS

Of the approximately $49,100,000 estimated net proc.eds from the sale of the 2009 Series A Bonds,
$39,000,000 will be applied to the payment at maturity of $4,000,000 principal amount of a 38/s% Series
and $35,000,000 principal amount of a 10%% Series of First and Refunding Mortgage Bonds, due July
1,1979 (the " Maturing Bonds"). The balance of such net proceeds will be used to retire a like amount of '

the Company's short-term indebtedness incurred or to be incurred as a result of construction expendi- ;

tures. Short-term indebtedness is expected to approximate $25,000,000 at the time of such sale.
i

RECENT DEVELOPMENTS -

The Company has ;evised its construction program to defer the in-service date for two proposed i

550 MW coal-fired units from the mid-1980's to the latter part of the 1980's. It also plans to retain in
service 131 MW of internal combustion turbines used for peak load generation previously scheduled for
retirement in 1981 and to add as peaking units 300 MW of internal combustion turbines in the mid-
1980's. As a result, the Company's previously announced $804 million construction program for the
years 1980-1983 will be reduced by $349 million.

The Company's construction program, which is subject to continuing review and adjustment, for
1979 and for the four-year period 1980-1983 as now scheduled involves costs estimated as follows
(estimates include allowance for funds used during construction estimated at $24,751,000 for 1979 and
$37,083,000 for the 1980-1983 period and the cost of nuclear cores, estimated at $95,093,000 for the
1979-1983 period):

T pe of Facilities 1979 1980-19833

(Thousands of dollars)

Generation $ 97,717 $212,626
.

Transmission 20,484 68,924. ..

Distribution . 29,b36 143,410

h
.

Other 4,976 10,600..

Total Electric . 153,013 435,560..

Gas 7,187 19,214. . . .

Transportation (Coach). 287 301. . .

Total Construction. $160,487 $455,075.

In addition to the cash requirements for its construction program, during the years 1980-1983 the
Company has an aggregate of $203,019,000 of long-term debt maturing (including sinking fund maturi-
ties, of which $27,784,000 are expected to be satisfied by certifying property additionr) and $10,760,000
of purchase or sinking funo requirements for preferred stock.

The Company expects that on the average during 1979-1980 approximately 75% of the cash
requirements for its construction program and for the retirement of securities will require external
financing through the sale of securities or other financial arrangements and approximately 25% will be
provided from internally generated funds. On the basis of current construction schedules and cost
estimates and current estimates of internally generated funds, all of which are subject to change, the
Company presently anticipates that internally generated funds and the proceeds of sales of common
stock pursuant to employee plans and the Company's Disidend Reinvestment and Stock Purchase Plan
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will provide all of the cash required for its constru tion program and for the retirement of securities
during 1981-1983 and that no other external financing will be required.

The V. C. Summer Nuclear Station, of which the Company is joint owner with.a two-thirds
undivided interest, is expected to have a capacity of 900,000 KW and is presently scheduled for fuel
loading in the summer of 1980 and commercial operation in late 1980. It appears that as a result of
events at the Three Mile Island Nuclear Unit No. 2 in March and April,1979, there will be some
increase in start-up and operating costs of the Summer Nuclear Station due to changes in operator
training and operational procedures. At this time, the Company cannot predict what, if any, other
impact the Three Mile Island incident will have on the cost or operations of the Summer Nucle tr Station
(the nuclear steam supply system for which was designed and is being furnished by Westinghouse

; Electric Corporation), or on the issuance of an operating license, the scheduled fuelloading date or the
; time of commencement of commercial operation of that Station. However, the Company has not
' received any notification from the Nuclear Regulatory Commission and does not believe that there will
; be delays in the issuance of such license, in fuel loading or in the commencement of commercial
j operation, or that there will be design changes resulting in materially greater costs of construction or

operation.

On June 1,1979 the Company filed with The Public Service Commission of South Carolina
("PSC") an application for a rate increase for substantially all of its electric retail customers and an
application for a rate increase for substantially all of its gas customers. The electric rate application
seeks an increase of approximately 10.77% oi' base revenues, which would produce additional revenues
of approximately $38,981,000 annually based on the Company's operations for the test year ended
March 31,1979. The Company plans to place this increase in effect on July 1,1979, subject to refund
with interest to the extent not finally allowed. The gas rate application seeks an increase of approxi-
mately 6.05% of gas revenues, which would produce additional revenues of approximately $6,749,000
annually based on the Company's operations for the test year ended March 31, 1979. The Company
plans to place this increase in effect on November 1,1979, subject to refund with interest to the extent
not finally allowed.

There can be no assurance that all or any part of the requested increases will be granted.

OPINION OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

South Carolina Electric & Gas Company:
We have examined the consolidated summary of operations of South Carolina Electric & Gas

Company for each of the five years in the period ended December 31, 1978. 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, the above-mentioned consolidate.i summary of operations of South Carolina
Electric & Gas Company presents fairly the information shown therein for each of the five years in the
period ended December 31,1978, in conformity with gennally accepted accounting principles applied
on a consistent basis.

Columbia, South Caro' c DELoIITE HASKINs & SELLS
February 7,1979
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CONSOLIDATED SUSINIARY OF OPERATIONS
The following Consolidated Summary of Operations for the five years ended December 31,1978,

which has been derived from the Company's Consolidated Statements of Income for such five years,
has been examined by Deloitte Haskins & Sells, independent certified public accountants, whose
opinion thereon appears elsewhere in this Prospectus The unaudited Consolidated Summary of
Operations for the twelvc .onths ended h! arch 31, 1979 has been derived from the Company's
Consolidated Statement of ,ncome for such period, which has not been examined by independent
certified public accountants, but in the opinion of the Company includes all adjustments, consisting only
of normal recurring accruals, necessary for a fair presentation of the results of operations for that
period. For additional financial information, see " Incorporation of Certain Documents by Reference"

Twelve
%fonths Ended Year Ended December 31,
31aren 31,1979

(l'naudited) 1978 1977 1976 1975 1974

(Thousands of dollars, except per share amounts and ratios)

Operating Revenues (a) . $491,774 $486,101 $418,355 $349.836 $321.131 $278,577

Operating Expenses (b) . (380,124) (368,915) (309.391) (262,091) (234,731) (217,014)

Income Taxes . (38,277) (42,435) (40,699) (28,612) (27,662) (13,878)

Operating Income. 73.373 74,751 68.265 59,133 58,738 47,685

Allowance for Funds Used During Con-
struction (c):
Equity and borrow ed-prior to

January 1,1977. - - - 18,317 9,668 4,105

Equity-since January 1,1977. 17,298 18,340 16,610 - - -

Horrowed-since January 1,1977. 11,363 10,848 7,878 - - -

Cther income, net . 10,672 10,935 8,998 6,205 3,693 2,097

Interest Charges . (56,939) (54,527) (47,099) (39,839) (33,677) (29,309)

Net Income $ 55.767 5 60,347 5 54.652 5 43,816 $ 38,422 $ 24,578

Earnings Asailable for Common Stock. $ 44,731 5 49,747 5 43.999 $ 34.647 5 31,362 $ 17.461

Average Number of Common Shares Out-
standing (di . 22,314,144 22.029,481 19,833.002 17,547,328 15,023,499 11,890.446

Earnings /er Share of Common Stock
(Based on Average Number of Shares
Outstanding) . 52.00 $2.26 $2.22 $1.97 $2.09 $1.47

Ratio of Earnings to Fixed Charges (e). 2.46 2.67 2.78 2.58 2.79 2.22

Notes:
(a) On Alarch 31,1978, the Company filed an application with the Federal Energy Regulatory Commis-

sion ("FERC") for a rate increase of approximately 14.07c of revenues to wholesale electric
customers. This rate increase would produce additional revenues of approximately $2.3 million
annually based on a projected 1978 test year. On July 14,1978 the FERC issued an order allowing
the rates to be placed into effect on November 15, 1978, subject to refund. The amount collected
subject to refund was approximately $676 thousand at N1 arch 31,1979. A settlement agreement has
been reached with the w helesale electric customers which would allow the Company to increase its
w holesale rate by $1,45 million annually (or approximately 8,89c) and would require the Company to
make refunds amounting to approximately $294 thousand (including interest) at N1 arch 11,1979. On
Nfarch 28, 1979, the Company filed the agreement with the FERC for approval.
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On January 15, 1979, The Public Service Commission of South Carolina (the "PSC") issued an
order that suspended the Company's application of the monthly automatic electric fuel adjustment
clause and increased the fuel component in base rates. This Order requires that semi-annual
hearings be held to review and change, as necessary, the fuel component in base rates to enable the
Company to recover projected fuel costs over the ensuing six-month period. The Company was
further directed to account for over or under collections of fuel costs through unbilled revenues
with any resultant balance to be inclucied during the next ' SC he tring to censider any change in the
fuel component of base rates. The Company does not a iticipate ! bat this Order will have a material
adverse effect on its future financial condition.

(b) During February 1979, two severe ice storms occuried in the Comt any's service area. As of March
; 31,1979, the expenses incurred by the Company as a result of these s orms were approximately $2.4

million. The results for the twelve months ended March 31, 1979 set forth above do not include

| these expenses. The PSC has issued an accounting order authorizing the Company to defer and
commence amortizing such expenses, as finally determined, over a three-year period beginningi

June 1,1979. The recovermbility of these expenses is to be considered in connection with the
' Company's pending rate increase applications referred to under "Recent Developments"

(c) Allowance for funds used during construction ( AFC), a non-cash item, reflects the net cost for the
period of capital devoted to plant under construction. This net cost represents interest charges on
borrowed funds and a reasonable rate of return on equity funds so used. This accounting practice,
which has been quesu ned in certain litigation to wi.ich the Company is not a party, results in the
inclusion, as a cc npou.nt of constructic n cost (construction work in pw .>s), of amounts of AFC
which will ultimately be included in rat: base in establishing rates for utility charges AFC was
calculated using an 89 rate in 1974 through 1976 and a 6.59 rate in 1977 through 1979 except for
AFC related to nuclear fuel in trust which was capitalized at the actual amount thereof.
Through December 31,1976 the determination of the components of the composite rates attribu-
table to each source of funds used for construction is impracticable; however, on the assumption
that funds used for this purpose were provided from sources in the same ratios as the Company's
capitalization ratios during applicable periods (54%-55% debt,130-147 preferred stock and 319-
32G commo equity), with AFC attributable to debt and preferred stock being based upon
incremental c ts (without giving tax eticct to intuest on debt), the portion of AFC attributable to
funds provided by common equity would amount .o 3.89,5.49 and 14.79 of earnings available for
common stock for the three years ended Dect mber 31, 1974 through 1976, respectively. The
amount of AFC has varied over the periods I, ncipally as a result of substantial fluctuations in
utility p! ant under construction and changes in :he cost of capital.

Effective January 1,1977, the FERC issued at order which provided a formula for computing a
maximum allowable AFC rate based on, amonr other things, embedded cost, actual capitalization
ratios, including short-term debt, and semi-ann zal compounding of the AFC rate. The Company's
AFC rate, determined in compliance with the .ibove-mentioned FERC order, does not exceed the
maximum allowable rate.

(d) The significant increases in the average number of common shares outstanding are attributable
primarily to the issuance of 2,360.000 shares in December 1974. 1.500,000 shares in July 1975,
1,700,000 shares in February 1976,2,200,000 shares in March 1977 and 1,500,000 shares in February
1978.

(e) For purposes of this ratio, earnings represent net income plus income taxes and fixed charges.
Fixed charges represent interest charges of the Company and its subsidiaries and the estimated
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interest portion of annual rentals. The pro forma ratio of earnings to fixed charges for the twelve
months ended March 31,1979, which reflects the annualinterest requirements on debt (including
$2,970,000 of interest payable on the average amount of short-term notes payable expected to be
outstanding during the ensuing twelve months) assumed to be outstanding after adjustment for the

issuance of and application of the net proceeds from $35,000,000 principal amount of First and h
Refunding Mortgage Bonds and 1,000,000 shares of Common Stock sold in April 1979 and the 2009
Series A Bonds, is 2.23.

Interim Results

The following table sets forth certain operating results for the four months and twelve months
ended April 30,1979 and 1978, respec:ively. These amounts are unaudited but, in the opinion of the
Company, include all adjustments, consisting only of normal recurring accruals, necessary for a fair
presentation of such amounts.

Knaudited)

Four 31onths Tuehe Stonths
Ended April 30 Ended April 30

1979 1978 1979 1978

(Thousands of dollars, except ratios)
Operating Revenues. 5170,3M 5161,272 5495,194 5449.153
Operating Expenses (l). 144.623 134.447 421,526 376,786
Operating income . 25,741 26,825 73,668 72,367

AFC (includes allowance for both equity and borrowed
fundsH2) . 9.224 10,013 28,399 27,336

Interest Charges 20.413 17,044 37,897 48,669
Net Income . 17,722 23,327 54,742 60,547
Earnings Available for Common Stock. 13.615 19,795 43.566 49,929
Ratio of Earnings to Fixed Charges (3):

Actual . - - 2.40 2.89
Pro 1-orma . - - 2.21 -

(1) Do not include expenses of approximately $2.5 million at April 30, 1979 resulting from the ice
storms referred to in Note (b) of Notes to " Consolidated Summary of Operations".

(2) See Note (c) of Notes to " Consolidated Summary of Operations" for explanation of AFC.
(3) See Note (e) of Notes to " Consolidated Summary of Operations" for method of calculating these

ratios.

The increase in operating revenues during the four months ended April 30,1979 was not as great as
the increase in the corresponding period of 1978 because of mild weather and, to a lesser extent, service
interruptions due to the ice storms described in Note (b) of Notes to " Consolidated Summary of
Operations". During the four months ended April 30,1979, operating expenses continued to increase at
a rate greater than operating revenues. Major items of operating expenses increased as a result of
inflationary pressures on wages, material costs and supplies and increased costs of primary fuels used in
electric generation and of gas purchased for resale. Depreciation expense increased $1.4 million (13.0%)
as additional facilities were place ' 5 service. During the four months ended April 30,1979, AFC
decreased 50.8 million (7.9%) primarily because the Fairfield Pumped Storage Hydro Project was placed
in service during the latter part of 1978, and interest expense increased $3.4 million (19.8%) as a result of
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increased bor owings to finance the Company's continuing cons" , ion program. As a result, net ..

income for the four months ended April 30,1979 de: lined $5.6 million (24.07c). For the twelve moriths /
ended April 30,1979, net income declined $5.8 million (9.69c).

While the Company expects that operating revenues will continue to increase in future periods,it
anticipates that the factors discussed above will continue to affect operating results for future periods.
Therefore, at least until the rate increases which the Company plans to place in effect as described L

under "Recent Developments" 'which are subject to refund to the extent not finally allowed) are placed
; in effect, the Company's operating income, net income, earnings available for common stock and ratios 1-

of earnings to fixed charges for periods ending subsequent to April 30,1979 probably will be less than
'

such amounts and ratios for periods of like duration ended April 30,1979 and for the corresponding
! periods ended in 1978. -

!

| RESTRICTIONS ON THE ISSUANCE OF ADDITIONAL SECURITIES f

| The Compan>'s first mortgage bond indenture contains provisions prohibiting the issuance of
additional bonds unless net earnings (as therein defined) for 12 consecutive months out of the 15 months'

prior to the month of issuance shall have been at least twice the annual interest requirernents on all
'

bonds to be outstanding and all divisional bonds and prior lien bonds. For the twelve months ended 2 -

March 31,1979 such ratio was 2.82. After giving effect to the issuance and sale in April 1979 of
$35,000,000 principal amount of First and Refunding Mortgage Bonds,10%9c Series due 2009 (the
" April Bonds") and the issuance and sale of the 2009 Series A Bonds and the application of the net ,

proceeds therefrom as described under "Use of Proceeds", the pro forma ratio for such period is 2.58.
At March 31,1979, after giving effect to the issuance of the April Bonds, such pro forma ratio would
have permitted the Company to issue approximately $181,000,000 principal amount of additional bonds
(including the 2009 Series A Bonds) at an assumed interest rate of 9%7c. (For a further restriction
relating to the issuance of additional bonds, see " Issuance of Additional Bonds" under " Description of =

2009 Series A Bonds".)

The Company's Restated Articles of Incorporation, as amended, prohibit the issuance of additional
shares of Preferred Stock without the consent of the holders of at least two-tfiirds of the total voting
power of the shares then outstanding, unless net earnings available for the payment of interest charges
on the Company's indebtedness (as therein defined) for the 12 consecutive months immediately
preceding the month of issuance shall have been at least one and one-half times the aggregate of interest
charges on indebtedness and the dividend requirements on all shares of Preferred Stock to be outstand-
ing. For the twelve months ended March 31, 1979 such ratio was 1.54. The pro forma ratio for such
period, after giving effect to the issuance and sale of the April Bonds and 1,000,000 shares of the ' . ,

Company's Common Stock in April 1979 and of the 2009 Series A Bonds and to the application of the
net proceeds therefrom, is 1.53. At March 31, 1979, such pro forma ratio would have permitted the
Company to issue additional shares of Preferred Stock having a par value of approximately $15,000,000

,

,

at an assumed dividend rate of 9%7c.

The Company's Restated Articles of Incorporation, as amended, limit the issuance or assumption,
~

without the consent of the holders of at least a majority of the total voting power of all shares of
Preferred Stock then outstanding, of unsecured indebtedness outstanding at any time to 10?c of the
aggregate of all secured indebtedness and capital and surplus, which would have permitted the
Company to have approximately $115,000,000 of unsecured indebtedness outstanding at March 31,
1979.
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On hf arch 1,1979 the Federal Energy Regulatory Commission (which has asserted jurisdiction over
the issuance of short-term indebtedness by the Company) issued an order authorizing the Company to
have up to $110,')00,000 of short-term indebtedness, with final maturities not later than December 31,
1980, outstanding at any one time.

DESCRIPTION OF 2009 SERIES A BONDS

The 2009 Series A Bonds are to be issued under the indenture, dated as of January 1,1945, made by
_

South Carolina Power Company to Central Hanover Bank & Trust Company (now hianufacturers ;

Hanover Trust Company) as Trustee (the " Original Indenture"), as supplemented by three supplemen-
tal indentures executed by South Carolina Power Company and by twenty-nine supplemental inden-

.

tures executed by the Company, including a Thirty-second Supplemental Indenture to be dated as of |

June 1,1979, all of which are collectively referred to as the "hfortgage". The Company has assumed all |
of the obligations of South Carolina Power Company under the Original Indenture as supplemented by I
the aforesaid first three supplementalindentures, as well as the payment of the bonds issued under the i

htortgage by South Carolina Power Company.

The statements herein concerning the 2009 Series A Bonds ind the htortgage are an outline and do
not purport to be complete. They make use of defined terms and are qualified in their entirety by
reference to the OriginalIndenture and the above mentioned thirty-two supplementalindentures, which
are filed as exhibits to the Registration Statement. References herein are to sections and articles of the
Original Indenture unless otherwise indicated.

Form, Denominations and Exchangeability. The 2009 Series A Bonds are issuable only in fully
registered form in denominations of $1,000 and any multiple thereof. (Thirty-second Supplemental
Section 1.01)

2009 Series A Bonds will be transferable or exchangeable for 2009 Serie: A Bonds of other
authorized denominations at the office of the Trustee in New York City without any service enarge by
the Company. (Thirty-second Supplemmtal Sections 1.01 and 1.07) Transfers and exchanges will
ordinarily be accomplished within two usiness days except during any period immediately pr or to any
selection of 2009 Series A Bonds for redemption or, unless certain conditions are ccmplied with, any
interest payment date. h

Interest and hiaturity. The 2009 Series A Bonds will bear interest from June 1,1979, at the rate
shown in their title, payable semi-annually on June 1 and December 1 of each year commencing on
December 1,1939, and will mature June 1,2009. The principal and interest are payable in New York City
at the office of the Trustee.

Security and Priarity. The 2009 Series A Bonds are to be secured, equally with all other bonds
heretofore or hereafter issued under the 51ortgage, by a direct lien (which is a first lien except as set
forth below) on substantially all of the Company's fixed property and franchises used or useful in its
public utility businesses (except cash, securities, contracts and accounts receivable, materials and
supplies, natural gas, oil, certain minerals and mineral rights, the real property on which the Company's
LNG facilities are located, which real property has been released from the lien of the Stortgage, ar'd
such LNG facilities and certain other assets) now owned by the Company; subject, however, (i) to
certain excepted encumbrances, (ii) to the fact that titles to certain properties are subject to reserva-
tions and encumbrances such as are customarily encountered in the public utility business and w hich do
not niaterially interfere with their use,(iii) as to certain property located in Charleston and vicinity, to
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the prior lien of the indenture securing the Charleston Consolidated Railway, Gas and Electric Com-
pany Five Per Cent Con.;olidated Mortgage Gold Bonds, due March 1,1999 (tl.e " divisional bonds") of
which 51,075,000 principal amouat were outstanding at March 31, 1979, and (iv) a, to the Company's
Urquhart steam electric generating station located at Beech Island, South Carolina, and properties
appurtenant thereto, to the prior lien of the indenture securing the first mortgage bonds of Scuth
Carolina Generating Company, a former subsidiary, which bonds (5802,000 principal amount outstand-
ing at March 31,1979) have been assumed by the Company and mature in 1979 and 1981. The divisional
bonds are non-callable. The Mortgage contains provisions for the subjection (with certain exceptions
and limitations) of after-acquired property to the lien thereof.

The Mortgage prohibits the acquisition of property subject to prior liens if, following such,

acquisition, prior lien bonds would exceed 157c of the aggregate of outstanding divisional bonds and:

bonds outstanuing under the Mortgage unless the principal amount of indebtedness secured by such
i prior tiens does not exceed 607c of the cost of such preperty to the Company and unless,in certain
: cases, the net earnings of such property meet certain tests. (Section 7.05)

Sinking Fund Prosisions. The Mortgage requires that the Company shall on or before June 1in
each year deposit with the Trustee as a " sinking fund requirement" an amount equal to 19 of the
aggregate principal amount of divisional bonds outstanding on January 1,1945 and of bonds (other than
bonds of the 1%Fc Series due 1981, the 1983,1985,1987,1988, and 1990 Series, the 10%9c Series due
May 1,1990 and the 1991 Series) authenticated under the Mortgage (except bonds authenticated on the
basis of retirements of other bonds) prior to January I of the year in which the deposit is made, less
certain divisional bonds and certain bonds retired, plus, so long as bonds of the respective series are
outstanding, I %9c of the aggregate principal amount of bonds of the 3%Fc Series due 1981, the 1983,
1985,1987,1988,1990 and 1991 Series and 47c of the 10%7c Series due May 1,1990 theretofore
authenticated and delivered under the Mortgage. Payment of the sinking fund requirement may be made
in cash, outstanding divisional bonds or bonds authenticated under the Mortgage except that payment
of the portion of the sinking fund requirement measured by bonds of the 1%9c Series due 1981, the 1983
Series and the 10%Fc Series due May,1990 may be made only in cash and payment of the portion
measured by bonds of the 1985 and 1987 Series may be made only in cash or bonds of the particular
series. After the holders of all outstanding bonds of all series created prior to the 1997 Series Bonds
shall have consented thereto, the portion of the sinking fund requirement measured by the 1997 Series
Bonds, the 1998 Series Bonds, the 1999 Series Bonds, the 1999 Series A Bonds, the 2000 Series Bonds,
the 2001 Series Bonds, the 2002 Series Bonds, the 1979 Series Bonds, the 1984 Series Bonds, the 2006
Series Bonds, the 2006 Series A Bonds, the 2007 Series Bonds, the 1982 Series Bonds, the 2008 Series
Bonds, the 8.459c Series Bonds due 1981, the 2009 Series Bonds, the 2009 Series A Bonds or by any
other series of bonds the Folders of which consent thereto may also be satisfied by certifying to the
Trustee unfunded net property additions in an amount equal to 166%ci of the portion cf the sinking
fund requirement being satisfied. Any cash deposited may be applied to the purchase or redemption of
bonds of any series or may be withdrawn by the Company against deposit of divisional bonds or bonds
authenticated under the Mortgage except that any cash deposited with respect to the portion of the
sinking fund requirement measured by the bonds of the 3 %9 Series due 1981, the 1983,1985 and 1987
Series and the 10%9c Series due May 1,1990, respectively, may only be applied to the redemption of
bonds of the particular series. (Section 2.12, Second Supplemental Section 2, Third to Fifth, Seventh to
Eleventh and Thirteenth to Thirty-second Supplementals, inclusive, Section 1.03 and Sixth and Twelfth
Supplementals Section 2.03)
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Maintenance and Replacement Fund. The Company is required, for the period subsequent to
Decer..ber 31, 1944, to make expenditures on the mortgaged property for maintenance, renewals and
replacements and/or certify to the Trustee unfunded net property additions,ih an amount equal to the
greater of (i) 15% of " gross operating revenues derived by the Company" during such period "from the
mortgaged and pie.iged property"(other than certain property) after deducting from such revenues the h
cost of electric energy, gas and steam purchased for resale or (ii) 4'7c of the principal amount c'
divisional bonds and bonds authenticated and outstar: ding under the N1ortgage, computed cumulatis :y
at the end of each year. To the extent that such exper.ditures at any time exceed the greater of (i) or bi)
above, cash, division:I bonds, bonds authenticated under the N1ortgage or certified net property

,

additions so deposited or certified may be withdrawn. Cash so deposited may be withdrawn as above
described or against the certification of unfunded net property additions or the deposit of divisional
bonds or bonds authenticated under the Niortgage and, if in excess of certain amounts and not so
withdrawn within two ' .ars, shall, except in certain circumstances, be used for the redemption or !

purchase of bonds having the earliest date of maturity. (Section 7.07) :
:

Issuance of Additional Bonds. 'Ihe arincipal amount of '3onds which may be issued under the
N1ortgage is limited to $1,000,000,000 by the terms of the Twenty-seventh Supplemental Indenture
(which increased such limitation from the prior limitation of 5500,000.000), but such limitation may be
increased by a supplemental indenture or indentures without tne consent of bondholders or stock-
holders. (Section 2.01, Twenty-seventh Supplemen:al Section 2.01) Additional bonds may from time to
time be issued on the basis of (i) 60% of unfunded net property additions, (ii) deposit of cash or (iii)
;ctirement of bonds or divisional bonds. With certain exceptions in the case of (iii) above, the issuance
of bonds is subjcet to net earnings for 12 con.:cutive mmnths out of the preceding 15 months being at
least twice the annual interest requirements on all bonds to be outstanding and all divisional bonds and
prior lien bonds. Cash deposited with the Trustee pursuant to (ii) above may be withdrawn in an amount
equal to the principal amount of bonds which the Company is then entitled to have authenticated and
delivered or may be withdrawn against the deposit of divisional bonds or bonds authenticated under the
Mortgage or may be applied to the purchase or redemption of bond.s. (Articles IV, V, and VI)The 2009
Series A Bonds will be issued upon the basis of 550,000,000 of credits from the retirement of bonds,
including credits to be obtained from the deposit of a portion of the proceeds from the sale of the 2009 g
Series A Bonds with the Trustee under the Niort; age for the payment at maturity of the $39,000,000
principal amount of the N1aturing Bonds. After ;he issuance of the 2009 Series A Bonds, unused credits
from the retirement of bonds will aggregate approximately 518,000,000. At March 31,1979 unfunded net
property additions aggregated approximately 5139,000,000, sufficient to permit the issuance of approxi-
mately $83,000,000 principal amount of bonds including the $35,000,000 principal amount of April
Bonds.

Disidend Restrictions. The Company's Restated Articles of Incorporation and the indentures
securing certain series of the Company's outstanding bonds contain restrictions on the payment of cash
dividends on Common Stock, including restrictions which would become applicable only if Common
Stock Equity would bc less than 259 of Tetal Cape.alizatica. (At N1 arch 31,1979, the ratio of Common
Stock Equity to Total Capitalization was 37%.) Such restrictions would have permitted the payment of
approximately $120,094,000 in cash dividends at N1 arch 31.1979. After giving effect to the issuance and
sale of 1,000,000 shares of the Company's Common Stock and the April Bonds in April 1979 and the
2009 Series A Bonds and to the application of the net proceeds therefrom, Common Stock Equity would
be approximately 35%.

12 1^/ '
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Events of Default; Concerning the Trustee. The following events constitute defaults under the
hfortgage: failure to make payments of principal and interest; failure to make payments of principal of
the divisional bonds; failure to make any sinking fund or purchase fund payment; certain events
involving insolvency, receivership and bankruptcy; and failure to perform certain covenants or agree-
ments. Certain of such events become defaults only after the lapse of prescribed periods of time and/or
notice from the Trustee. (Section 11.01) The hfortgage does not require the Company to furnish the
Trustee with periodic evidence as to the absence of defaults.

The Original Indenture (Sectien 11.05) provides that, upon the occurrence of certain svents of
default, the Trustee or the holders of not less than 20% in principal amount of outstanding boeds may
declare the principal of all outstanding bonds immediately due and payable but that, upon the c iring of

'
any such default, the holders of a majority in principal amount of outstanding bonds may rescii d such

i declaration and waive such default and its consequences.
The holders of not less than a majority in principal amount of outstanding bonds may direct the

time, method and place of conducting any proceeding for the enforcement of the hiortgage. (Section
i1.12) No holder of any bond shall have any right to institute any proceedings to enforce any provisions
of the hfortgage or any remedy thereunder, unless (a) such holder shall previously have given to t .

~

Trustee written nctice of a default, (b) the holders of not less than 20% in principal amount of
outstanding bonds shall have tendered to the Trustee indemnity against costs, expenses and liabilities
and requested the Trustee to take action,(c) the Trustee shall have declined to take action or failed so to
do within 60 days, and (d) no inconsistent directions shall have been given by the holders of not less
than a majority in principal amount of outstanding bonds. (Section 11.14)

Redemption. The 2009 Series A Bonds will be redeemable at the option of the Company as a
whole at any time or in part from time to time on at least 30 days' notice. However (except urider certain
circumstances in the case of consolidations or mergers), the 2009 Series A Bon:Is may not be redeemed
prior to June 1,1984 directly or indirectly out of the proceeds or in anticipation of any refunding
operations involving the issuance of indebtedness having an effective interest cost of 10.03% or less per
annum. (Thirty-second Supplemental Section 1.02)

The Special Redemption Price, which is 100% of the principal ar.. aunt together with interest
accrued to the redemption date, will apply to redemptions (a) by the operation of the sinking fund or
maintenance and replacement fund, and (b) by use ' f the proceeds of released property. The followingo
Regular Redemption Prices (expressed in percentages of principal amount) will apply to all other
redemptions:

If Redeemed If Redeemed
During Tuelse During Tuehe
Months' Period Regular Months' Period Regular

Beginning Redemption Beginning Redemption
June 1. Price Jene1 Price

1979 109.25 1987 1%.70.

1980 108.94 1988 106.38.

1981 108.62 1989 106.07. . .

1982 108.30 1990 105.75
1983 107.98 1991 105.43. .

1984 107.66 1992 105.11.

1985 107.34 1993 104.79. .

1986 107.02 1994 104.47

13
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If Redeemed It Redeemed
During Tuelse During Tuclie
31onths' Period Regular 31onths' Period Regular

Beginning Redemption Beginning Redemption
JuneI, Price June 1 Price

1995 104.15 2002 101.92,

1996 103.83 2003 101.60
1997 103.51 2004 101.28
1998 103.19 2005 100.96
1999 102.88 2006 100.64
2000 102.56 2007 100.32
2001 102.24 2008 100.00

together in each cace with interest accrued to the redemption date. :

:

Aliscellaneous. Property subject to the lien of the hfortgage may (subject to certain exceptions and -

limitations contained therein) be released only upon the substitution of cash, divisional bonds, bonds
authenticated under the Afortgage or certain other property. (Article X) Section 2.01 of the Thirty-
second Supplemental Indenture provides that, at the earlier of (a) such date as no bonds created prior to
the Bonds of the 10%% Series due Niay 1,1990 shall remain outstanding or(b) such date as the holders
of all then outstanding bonds created prior to the Bonds of the 10%9 Series due hiay 1,1990 shall have
consented thereto, Article XVil of the Original Indenture shall be amended so as to permit amendments
of the Ntortgage with the consent of the holders of 66%% in principal amount of bonds then outstand-
ing. No further consent from the holders of the 10%% Series due Ntay 1,1990, the 1984 Series Bonds,
the 2006 Series Bonds, the 2006 Series A Bonds, the 2007 Series Bonds, the 1982 Series Bonds, the 2008
Series Bonds, the 8.45% Series Bonds due 1981, the 2009 Series Bonds or of the 2009 Series A Bonds
will be required. Similar provisions are contained in Section 2.01 of the Twenty-third through
Thirty-first Supplemental Indentures.

EXPERTS

The statements made under " Restrictions on the issuance of Additional Securities" and "Descrip-
tion of 2009 Series A Bonds", as to matters of law and legal conclusions, have been prepared or
reviewed by George H. Fischer, Esq., and such statements are made upon the authority of such counsel
as an expert. N1r. Fischer is General Counsel, a Vice President, an Assistant Secretary, an Assistant
Treasurer and a full time employee of the Company.

The consolidated balance sheet of the Company and consolidated subsidiary as of December 31,
1976 and the related consolidated statements of income, retained earnings and changes in financial
position for the five years then ended included in the Company's prospectus dated February 1,1978 and
the consolidated balance sheets of the Company and consolidated subsidiary as of December 31,1978
and 1977 and the related consolidated statements of income, retained earnings and changes in financial
position for the years then ended incorporated by reference in the Company's Annual Report on Form
10-K for the year ended December 31, 1978, all of which are incorporated by reference in this
Prospectus, and the consolidated summary of operations irmluded herein for each of the five years in
the period ended December 31, 1978 have been examined tu. Deloitte Haskins & Sells, independent
certified public accountants, as stated in their opinions incorporated or included herein, and have been
so incorporated or included herein in reliance upon such opinions given upon authority of that firm as
experts in accounting and auditing.

.
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UNDERWRITING
The names of the several Underwriters and the respective principal amounts of the 2009 Series A

Bonds which they have severally agreed to purchase from the Company, subject to the terms and
conditions specified in the Underwriting Agreement filed as an exhibit to the Registration statement. are
as Mows

Principal Principal
Name Amount Name Amount

Kidder, Peabody & Co. Incorpora.ed. $ 9.550,000 Robert Fleming Incorporated . 5 600,000

Bache Halsey Stuart Shields Incorporated. 1,100,000 Ladenburg, Thalmann & Co. Inc. 600,000

. The First Boston Corporation. 1,100,000 Moseley, Ha!!garten, Estabrook & Weeden
Inc. 600.000Bear, Stearns & Co. 1.100,000

- Blyth Eastman Dilion & Co. Incorporated. 1,100,000 New Court Securiti:s Corporation. 600,000
N mura Securities International, Inc. 600,000Dillon, Read & Co. Inc. 1.100.000:

Oppenheimer & Co., Inc. 600,000= Donaldson, Lufkin & Jenrette Securities
I Corporation . 1.100.000 Stuart Brothers . 600,000

Thomson McKinnon Securities Inc. 600,000
? Drexel Burnham Lambert incorporated. 1.100,000

Tucker, Anthony & R. L. Day, Inc, 600.000i Goldman, Sachs & Co. . 1,100.000
Wheat, First Securities. Inc. . 600,000E. F. Hutton & Company Inc.. 1.100.000
^** "" ''" "' "E" "'

Lazard Freres & Co. . 1,100.000
"' "" *" *

Lehman Brothers Kuhn Loeb Incorporated. I,,00,000
Fahnestock & Co. 400.000Loeb RhoaJes, Hornblower & Co. . 1,100,000 Frost, Johnson, Read & Smith, Inc. 400.000

Merrill Lynch Pierce, Fenner & Smith Interstate Securities Corporation. 400,000
Incorporated 1,100,000

Johnson, Lane, Space Smith & Co., Inc. 400.000
Paine Webber. Jackson & Curtis

t.aidlaw Adams & Peck inc.. 400.000

anh"
"L. Rothsch Id, Unterberg. Tow bin. 100 D M oSalomon Brothers . 1,100.000

Wm. E. Pollock & Co., Inc.. 400,000
Shearson Hayden Stone Inc. 1,100,000 Prescott, Ball & Turben. 400.000
Smith Barney, Harris Upham & Co. Anderson & Strudwick, incorporated. 250,000Incorporated 1,100,000

awe mpmated . 19,MWarburg Paribas Becker Incorporated . 1,100,000
First Southwest Company. 250,000Wertheim & Co., Inc. 1,100,000
Freeman Securities Compan), Inc.. 250,000Dean Witter Reyno|ds Inc. 1,100.000
"'' ' ''" #The Robinson.Humphrey Company. Inc. 1,100,000

"$g'rd ei Labouisse. FriedrichsABD Securities Corporation. 600.000
Atlantic Capital Corporation . 600.000 Kirkpatrick, Pettis. Smith, Polian Inc. 250.000
Basle Securities Corporation . 600,000 Thomas & Company Inc., 250,000
J. C. Bradford & Co. 600.000 Burton J. Vincent. Chesley & Co. 250,000
Alex. Brown & Sons. 600,000

Total ' 550.000.000A. G. Edwards & Sons Inc., 600.000

The Underwriting Agreement provides that the obligations of the several Underwriters are subject
to certain conditions precedent, and that the several Underwriters will be obligated to purchase all of
the 2009 Series A Bonds if any are taken. Under certain circumstances, the commitments of non-
defaulting Underwriters may be increased. The Company has agreed to indemnify the several Under-
writers against certain civil liabilities, including liabilities under the Securities Act of 1933.

The several Underwriters, through Kidder, Peabody & Co. Incorporated as their Representative ,
have advised the Company that the Underwriters propose to offer the 2009 Series A Bonds to the public
initially at the otTering price set forth on the cover pag- of this Prospectus, and that they may initially
allow a concession to certain dealers of not more than .507c of the principal amount, of which not in
excess of .25% of the principal amount may be reallowed to certain other dealers. The public offering
price, concession and reallowance may be changed by the Representative of the several Underwriters
after the initial public otTering.
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No dealer, salesman or other person has been autho.

rized to give any information or to make any represen-
tations, other than those contained in this Prospectus, in
connection with the offer contained herein, and if gisen PROSPECTUS
or made such information and representations must not
be relied upon as hasing been authorlied by the Company
or ar.y Underwriter. This Prospectus does not coint'h tet

1G.dder, Peabody & Co.an offer to sell or a solicitation of an offer to buy any of
the 2009 Series A Bonds offered hereby in any State to
any person to whom it is unlawful to make such offer in incorporated
such State.

June 13,1979
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South Carolina Electric & Gas Company _

PART I

ITEM 1., BUSINESS.

Lines of Business

The Company's principal business is the production, transmission, dis-
tribution and sale of electricity and the purchase, transmission, distribu-
tion and sale of natural gas. The Company also renders urban bus service
in the cities of Columbia and Charleston. As of December 31, 1977, the
Company employed 2,913 persons as compared to 2,831 persons employed as of
December 31, 1976. The Company's business is seasonal in that sales of
electricity are higher during the summer months because of air conditioning
requirements, and sales of gas are greater in the winter months due to its
use for space heating. The approximate amounts and percentages of operating
revenues and operating income before income taxes for the five years ended
December 31, 1977 attributable to each line of business were as follows:

Operating Revenues
Electric Gas Coach

Amount % Amount % Amount %
-

(Dollars in Thousands)
1973........... $162,650 79.6 $39,693 19.4 $1,897 1.0
1974........... 227,803 81.8 48,750 17.5 2,024 0.7
1975........... 263,773 82.1 55,379 17.3 1,979 0.6
1976........... 275,892 78.8 71,948 20.6 1,996 0.6
1977........... 337,927 80.8 78,405 18.7 2,023 0.5

Operating Income
Electric Gas Coach

' Amount % Amount % hmount %

(Dollars in Thousands)
1973........... $ 43,544 87.4 $ 7,484 15.0 $(1,190) (2.4)
1974........... 51,891 84.3 11,084 18.0 (1,412) (2.3)
1975........... 75,890 87.8 12,235 14.2 (1,725) (2.0)
1976........... 76,613 87.3 13,357 15.2 (2,225) (2.5)
1977........... 101,815 93.4 9,671 8.9 (2,522) (2.3)

Service Area

The Company's service territory is located in 24 counties in the central,
southern and southwestern portions of South Carolina. The area, which exceeds
12,000 square miles, covers about one-half of the State and has an estimated
population in excess of 1,000,000. The most important industries in terri-
tories served by the Company are: cotton, synthetic fiber and woolen manu-
facturing, chemical and allied products, rubber and miscellaneous plastic
proJucts, fiberglass, electronic equipment and supplies, wood and paper pro-
ducts, office machinery, metal products, fiberglass boats and fishing rods,
and stone, clay and sand processing.

<o,i .,
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South Carolina Electric & Gas Company,

Item 1. Business. (Continued)

O
Electric Sales

For the year ended December 31, 1977, residential sales accounted for 407,
of operating revenues from sales of electricity; commercial sales 247; indus-
trial sales 25%; sales for resale 7t; and all other 47. The average annual
use per residential customer increased from 11,320 kilowatt hours ("KWH") in
1976 to 12,146 KWH for the year ended December 31, 1977. The Company promotes
electric heating and had 56,259 residential heating customers at. December 31,
1977. This is an increase of 7,001 or 14% in such customers since December 31,
1976.

The. Company supplies electricity to three neighboring utilities as follows:
Georgia Power Company, 75,000 KW of firm power under an agreement expiring in
1979; Carolina Power & Light Company, 53,000 KW of firm power and 150,000,000
KWH annually under an agreement expiring in 1980; and Duke Power Company, 21,375
KW of firm power and 75,000,000 KWH annually under an agreement expiring in 1980.
Revenues received from scles of electricity under these agreements amounted to
approximately 2.9% of the Company's total electric operating revenues during the
year ended December 31, 1977.

The Company furnishes electricity to the Savannah River Project of the
Energy Research and Development Administration ("ERDA") under two contracts,
one for 30,000 KW of firm power exoiring in 1979 and the other for 40,000 KW g
of firm power expiring in 1980. These contracts permit cancellation by ERDA
in whole or part under certain conditions. The Company has an agreement to
supply the Savannah River Project interruptible energy, whenever available, if
and when requested by ERDA.

The Company furnishes electricity for resale to three municipalities and
six electric cooperatives. The Company's sales to such municipalities and
cooperatives accounted for 2.97 and 1.3%, respectively, of the Company's elec-
tric revenues for the year ended December 31, 1977.

Electric Interconnections

The Company's transmission system is part of the interconnected grid ex-
tending over a large part of the central and eastern portion of the nation.
The Company, Virginia Electric and Power Compny, Duke Power Company, Carolina
Power & Light Company and Santee-Cooper are nembers of the Virginia-Carolinas
Reliability Group, one of the several geographic divisions within the
Southeastern Electric Reliability Council which provides for coordinated
planning for reliability among bulk power supply systems in the Southeast.

Gas Operations
.

The Company serves natural cas to over 70 communities and at December 31,
1977 rendered service to 161,850 c'es tomers . For tne year ended December 31,
1977, residential sales accounted for 367 of gas operating revenues; commercial hsales 17 ; industrial sales 430; and sales to two municipalities 47.

io<: 177
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- South Carolina Electric & Gas Company
.

Item 1. Business. (Continued)

Gas Operations (Continued)

Since 1953 the Company has purchased gas from Southern Natural Gas Company
(" Southern Natural") under long-term contract. Such contract presently extends
to 1989 and has a contract demand of 165,000 MCF per day. However, the Federal

Energy Reculatory Commission ("FERC" which term, as used herein, includes its
predecessor, the Federal Power Commission) has established curtailment priorities
applicable to deliveries by interstate pipeline companies to their customers
which require Southern hatural to allocate gas to its customers based upon the
"end-use" categories of the ultimate consumers of such gas. Such categories give
preference first to residential and small commercial customers, second to large
commercial requirements and to certain limited industrial requirements and only
then to various industrial and other requirements.

On November 17, 1977, FERC issued an order placing a permanent ct.rtailment
plan in effect. Such order, which became effective with respect to Southern
Natural on November 24, 1977, and modified a prior interim curtailment plan,
continued priorities based on "end-use" but redefined certain "end-uses", there-
by permitting reclassification of certain consumers from one category of pri-
orities to another. It also makes no distinction between firm and interruptible
industrial sales.

Under Southern Natural's curtailment plan, each of its customers, in-
cluding the Company, has a " base-period allocation" arrived at on the basis
of gas consumption during a 24-month " base period" ended February 1973 by the
ultimate consumers of the gas in various "end-use" categories. The daily
volumes of gas covered by the base-period allocations of Southern Natural's
customers are increased by specified amounts (which vary from customer to
customer and depend in part on the base-period consumption by their "end-
users" in the first, second and third categories of priority) for each degree
bywhichtheaveragetemgeratureintheareaservedbySouthernNaturalis
estimated to be below 70 , provided that base period allocations,as so adjusted,
do not exceed contract demand Deliveries of gas are allocated by Southern
Natural on a day-to-day basis among its customers on the basis of gas available
for delivery by its system and the various base-period allocations of its cus-
tomers as adjusted for estimated average system temperature. However, FERC
curtailment priorities are not applicable to deliveries by the Company to its
customers, which are governed by a separate curtailment plan approved by the
Public Service Conmission of South Carolina ("PSC").

Under the PSC plan preference is also given first to residential and small
commercial customers and then to large commercial and certain limited industrial
requirements and to successively lower categories of priority, although there
are some differences in the definitions of "end-use" for purposes of FERC and
PSC approved categories. The major difference between the two curtailment plans
is that gas is allocated under the FERC plan to the Company on the basis of the
"end-use" during the base period by the Company's customers at that time with
no provisions for changes in allocation to the Company because of changes in the
numbers of or priority usages by its customers, whereas deliveries by the Company
under the PSC plan are allocated to its present customers on the basis of their
current "end-use" of the gas.

~0"'' '
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south Carol _ina_Electr_ic F. Cas_ Company

Item 1,. Business. (Continued)

Gas Operations (Continued) g

As a result of Southern Natural's FERC curtailment plan, on many days
during the colder months of 1975, 1976, and 1977 when the average temperature
in the area served by Southern Natural was higher than normal, and on most
days during the warmer months of 1976 and 1977, the Company received less than
its full contract demand. The Company anticipates that this will continue to
be the case. Notwithstanding this curtailment, the Company was able to meet
the requirements of its firm customers during 1975 and 1976.

The Company usually receives its full contract demand during the colder
months except on days when, as noted in the preceding paragraph, the average
temperature in the area served by Southern Natural is hicher than normal.
However, during the 1976-1977 winter, as a result of demands on the Southern
Natural system because of the unusually cold weather in the eastern half of
the United States, coupled with Southern Natural's depleted storage facilities,
on two of the colder days during January 1977 the Company received less than
its full contract demand. Between January 28, 1977 and February 12, 1977 the
Company, pursuant to PSC order, curtailed all natural gas service to all customers
except those in the highest priorities of end-uses and for essential plant pro-
tection. Curtailments of gas service during the 1976-1977 winter did not have
a material adverse ef fect on the financial results of the Company's gas operations
despite a decline of 13.37. in the volume of gas sold during the first two months gof 1977 as compared with the comparable period ir. the preceding year. However,

the Company is unable to predict the future effects on the financial results of
its gas operations of possible further curtailments of gas service.

On June 13, 1974 the PSC ordered the Company to continue to install and
Tofurnish gas service to new and old residences located on existing mains.

preserve its ability to supply gas to its existing firm customers, the Comnany
adopted the policy of not extending service to any other firm customers. The
Company also limits its interruptible sales to a maximum of 1.000 MCF per day
on existing mains. The Comoany expects that such limitations on its ability
to extend service to new customers will continue in effect in the future.

On September 24, 1976 the PSC initiated an investigation of the Company's
curtailment plan to determine whether it should be revised to reflect the im-
pact of changes in Southern Natural's FERC curtailment plan. Hearings had
t'een scheduled to commence on January 20, 1977, but have been indefinitely
postponed. The Company is unable to predict the outcome of the PSC investi-
gation or the extent to which any chance in the Company's curtailment plan
could ultimately af fect the Company's delivery of natural gas to its customers
or the financial results of its operations.

The Company, through its wholly-owneo subsidiary South Carolina LNG
Company, Inc. , compl, ;ed in 1977 construction of liquefied natural aas (" LNG")
facilities in Bushy Park near Charleston which (1) enable the Company to liquefy
up to 6,000 MCF of gas per day during off-peak periods, (2) provide liquid
storage for up to 1,000,000 MCF of gas and (3) enable the Company to gasify up g
to 60,000 MCF per day when required to meet the demands of its high-priority
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South Carolina Electric & Gas Company

Item 1. Business. (Continued)

Gas Operations (Continued)

The natural qas liquefied and stored in these facilities is taken fromusers.
the Company's own pipeline system during off-peak periods out of gas supplied
by Southern Natural as described above. There is no separate contract or
allocation covering this gas. In addition, the Company has facilities for
production of gas from supplemental propane during periods of maximum demand
upon the system (commonly referred to as " peak shaving"). Such facilities
have a capability of approximately 58,200 MCF per day. The Company was able
to maintain service to its customers during the winter of 1976-1977 to the
extent described above only by using its stored LNG and peak shaving propane.
!r Jecember 1976, the then partially completed LNG facilities contained ap-
proximately 400,000 MCF of gas and the Company had about 5,300,000 gallons of
propane (equivalent to about 440,000 MCF of gas) in storage. At the beginning
of the 1977-78 winter season, the LNG storage facilities were full and the
Company had in inventory about 6,300,000 gallons of propane (equivalent to
approximately 525,000 MCF of gas). The Company also had a contract for an
additional 2,665,000 gallons of propane (equivalent to approximately 222,000
MCF of gas) for use during the current winter season. These increased
supplemental resources and deliveries of natural gas from Southern Natural
enableo the Company to meet the requirements of its firm customers during the
current winter.

Although Southern Natural has repeatedly increased its tariffs +9 the
Company during the past several years, the Company's tariffs under which its
customers are billed permit adjustment in its rates in the event of increases
or decreases in the cost of gas, including LNG and propane. Accordingly,
such increases have been reflected in the Company's rates.

During the twelve months ended December 31, 1977 the Company's average
cost per MCF of natural gas purchased from Southern Natural was approximately
$1.15 and for propane approximately $2.42. The cost of regasified LNG obtained
by liquefaction of natural aas from its own system was approximately $2.44 per
MCF.

7
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South Carolina Electric & Gas Company

I tem 1_. Business. (Continued)

O'

Availability of Fuel

The Company estimates that during 1978 coal will provide the fuel for
approximately 76% of its generation of electric energy, No. 6 fuel oil approx-
imately 18%, and hydroelectric power and No. 2 fuel oil (for internal combus-
tion turbines) the renainder.

The national shortage of natural gas has limited the availability of
natural gas for boiler fuel and the Company is substitutina hioher percentages
of coal to meet its fuel requirements.

The following table sets forth the cost (in cents per million BTU) of
each category of fuel consumed in the Company's steam generating stations as
well as the percentage of total fuel requirements represented by each category
of fuel during each of the years 1972 through 1977.

Weighted
Average
Cost of

Year Coal No. 6 Gil Nat. Gas All Fuels
Cost i Cost % Cost %

1972........... 46.04 82 48.83 3 46.54 15 46.73
1973........... 50.08 71 49.57 16 50.54 13 50.62
1974.......... 104.59 61 98.63 28 64.37 11 99.92
1975.......... 120.46 59 114.01 28 74.66 13 113.76 g
1976.......... 104.04 72 133.60 25 95.93 3 111.82
1977.......... 118.34 73 164.84 25 124.48 2 130.94

Coal. The Company uses coal for fuel at four of its six major thermal plants.
These eii~s~ ting coal fired plants are estimated to require an aggregate of 85,000,000

-

tons of coal over their remaining useful lives (ranqinq from 27 to 36 years). The
ompany uses unit train delivery of coal at all four of these plants. The supply isc

obtained through contracts and purchases on the spot market. The Company's con-
tracts for the purchase of coal represent the following percentages of the Com-
pany's estimated requirements for 1978 (4,085.000 tons) and expire at the dates
indicated (giving effect to the Company's intention to exercise renewal options):

No. of Tons T of 1978 Range of 7 of Sulfur
Per Y_ car Reguirement Content per Contract Expiration Date

1,050,000 25.7 1.2-1.5 December 31, 1990
500,000 12.2 1.5-2.0 December 31, 1990
400,000 9.8 1.0-1.2 April 30, 1982
300,000 7.3 .9-1.2 September 30, 1985
72,000 1.8 1.0-1.5 June 30, 1991

180,0_00 4.4 1.0-1.5 July 31, 1988
Total 2,502,000 61.2

0
,n', . . .
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South Carolina Electric & Gas Compa.ny

[ tem _1.. Business. (Continued)

Availability of fuel (Continued)

All of the above contracts are subject to periodic price adjustments, based
on changes in indices published by the U. S. Department of Labor and others.

The Company expects to continue spot market purchases of its coal regt. ire-
ments in excess of those provided by its existing contracts. However, there
is no assurance that coal will be available on a spot basis in the future or
that it will be available at reasonable prices. The delivered cost of spot

coal purchased during December 1977 averaged $1.47 per million BTU and $35.24
per ton, and the average delivered cost of al' coal purchased, both spot and
under contract, during such month was $1.38 per million BTU and $33.81 per ton.

The average costs per ton of coal consumed for the years 1972 through 1977
were $11.34, $12.23, $25.49, $29.72, $25.63 and $28.50, respectively.

The coal purchased by the Company in December 1977 had an average :ulfur
content of 1.58%, which is less than the maximum permitted by existing regulations,
and the Company believes that its operations are in substantial compliance with
all existing regulations relating to the discharge of sulfur dioxide. The Com-
pany has been advised by officials of the South Carolina Department of Health and
Environmental Control that at this time no more stringent sulfur content require-
ments for existing plants are contemplated. (See " Environmental Control Matters")

Fuel Oil. Two of the Company's major thermal plants use No. 6 fuel oil to
fire their boilers. Oil for the Williams Station, the newest plant on the Com-

pany's system, is supplied by Exxon Company, U.S.A. (" Exxon") under a contract
expiring in 1992, subject to renegotiation of price in 1982 and 1987, providing
for the estimated maximum requirement of 6 million barrels per year or 100% of
the actual requirement, whichever is less. The price of oil is based upon the
market price less a discount. The contract for oil at Plant Hagood (also with
Exxon) provides for supply of Plant Hagood's requirements at market price less
a discount over the seven-year period 1976-1982.

Oil for the Williams Station is barged up the Cooper River from Charleston,
South Carolina in 20,000 barrel barges and stored at ? tank farm. Oil for Plant

Hagood is shipped via pipeline from the supplier's terminal in Charleston, South
Carolina.

The Company's internal combustion turbines, used only at times of maximum
demand upon the Company's generating system, burn natural gas and No. 2 oil.
The quantities of such fuels used are not significant and the Company presently
has adequate supplies of No. 2 oil for its current needs.

Nuclear. As discussed more fully below under the caption "vonstruction
Program and Financing", the Company is constructing the V. C. Summer Nuclear
Station which is its first nuclear generating station and is expected to be
completed in 1980. The followino discussion sets forth the factors affecting
current and future availability of uranium to fuel the V. C. Summer Nuclear
S ta tion.

@ In order to fuel and operate a nuclear generating station, six distinct
stages of the fuel cycle are involved: (1) the mining and milling of uranium
ore to yield uranium concentrates, (2) the conversion of uranium concentrates
to uranium hexaflouride, (3) the enrichment of the uranium hexafluoride, (4) the

9
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South Carolina Electric & Gas Company

Item 1. Business._ (Continued)

Availability of Fuel (Continued)
G

conversion of the uranium hexafluoride to uranium dioxide and the fabrication
of fuel assemblies into which the uranium dioxide is incorporated, (5) the
utilization of the nuclear fuel in the generating station reactor and (6) the
reprocessing of the spent fuel including the appropriate disposition of radio-
active wastes or disposal of spent fuel without reprocessing.

The Company has contracts with Westinghouse Electric Corporation, with an
effective date of December 18, 1970, for the supply of uranium concentrate,
conversion and fabrication and with the ERDA for supoly of enrichinq services
for the V. C. Summer Nuclear Station. The contract with Westinghouse covers
the initial core loading of tnree regions and eight yearly reload regions for
a total of 11 regions of fuel. ( A region represents approximately one-third
of the nuclear cores in the reactor at any time.) Under anticipated operating
conditions this would cover a period of approximately ten years. It will be

necessary for the Company to enter i"'o future contracts to cover the difference
between its total requirerents and those covered by its present contract. The
contract with the ERDA is a " requirements" type contract whereby the ERDA supplies
total enriching requirement; for the unit through the year 2002. There are
presently no reprocessing facilities in operation in the United States available
to utilities for rer..ocessing of spent fuel . president Carter has announced his
opposition to reprocessing. The Company estimates that the spent fuel storage
facilities at the V. C. Summer Nuclear Station will be adequate for at least 10
years of operation. In addition, there wil he suf ficient on-site storage

capacity to permit storage of the entire rear :or core in the event that complete g
unloading should become desirable or necessary for any reason.

The following table suninarizes the Company's contract commitments for the
stages of nuclear fuel assemblies:

Opera ting
Years

Commitment _ Con tr_a c to r Regions Estimated

Uranium concentrate Westinghouse 1-1. 1980-1989

Conversion Westinghouse 1-11 1980-1989'

Enrichment ERDA through 2002*

Fabrication Westinghouse 1-11 1980-1989
Reprocessing None None None
_ _ _ _ _ _

* Requirements contract

On September 8, 1975, Westinghouse notified the Company that "Under present
and anticipated market conditions, Westinghouse finds itself unable to obtain
sufficient uranium to meet. . . customer needs except at such onerous prices that
performance on Westinghouse's part would be coninercially impracticable" On

October 22, 1975 the Ccmpany commenced an action against Westinahouse in the
U. S. District Court for the District of South Carolina seeking specific per-
formance of the uranium supply provisions of the contract and damages for its
breach. Such action was consolidated with other similar actions by other utility h
companies against Westinghouse and transferred to the U. S. District Court for
the Eastern District of Virginia. Trial comnenced September 12,197A procped gs
are continuing at present. jcjg , .)

On February 3, 1976 Westinghouse consented to an order of the U. S. District
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item 1. Business. (Continued)

Availability of Fuel (Continued)

Court for the Eastern District of Virginia requiring it to deliver, without
prejudice to the position of any of the parties as to their ultimate oblications,
quantities of uranium concentrates at the contract price equal to its inventories
of uranium concentrates then on hand and on order to the extent received. The
Company will receive opproximately 731,000 pounds of uranium concentrates, which
is approximately 18% of the original Westinghouse commitment to the Company
(estimated at approximately 4,100,000 pounds) and 82% of the first core fuel
requirements (estimated at approximately 888,000 pounds).

The contract with Westinghouse provides for a base price subject to increases
or decreases in price according to changes in various indices published by several
Federal agencies. The Company estimates that the contract price for the 731,000
pounds of uranium concentrates will be in the range of $12 to $13 per pound. The
Company has purchased on the open market, at prices averaging approximately $40
per pound, sufficient quantities of uranium to meet the fuel requirements of the
initial core.

The Company cannot at this time estimate the amount of damages occasioned by
Westinghouse's actions because the contract calls for performance by Westinghouse
over a period of years. The Company is continuing discussions with Westinghouse
and also with other suppliers for the purpose of obtaining an adequate supply of
uranium and minimizing any damage to the Company or cost to its customers resulting
from the actions of Westinghouse. The Company intends to advise the PSC of the
results of the negotiations prior to entering into any settlement of the dispute
with Westinghouse. The Company does not anticipate that uranium supply problems
are likely to result in a delay in completion or operation of the V. C. Summer
Nuclear Station.

Regulation

The Company is subject to the jurisdiction of the PSC as to electric retail
and gas rates, service, accounting, issuance of securities and other matters. The
Company is subject to the jurisdiction of the FERC in the transmission of electric
energy in interstate commerce and in the sale of electric energy at wholesale for
resale, as well as with respect to licensed hydroelectric projects and certain
other matters, including accounting, but not with respect to the issuance of
securities. The Company is not subject to the Public Utility Holding Company Act
of 1935. The Company is exempt from the provisions of the Natural Gas Act. The
Department of Energy Organization Act of 1977 created a new department within the
Executive Branch with the responsibility for coordinating and administering
national energy policy and programs.

In connection with the Company's proposed construction program (see " Con-
struction Program and Financing"), it will be necessary to obtain regulatory
authorizations, permits and licenses, including permits and licenses from the
Nuclear Regulatory Commission ("NRC"), a successor to the Atomic Energy Commission
("AEC"), and a license from the FERC. The Company has been granted a construction
permit for the V. C. Summer Nuclear Station by the AEC and as of August 28, 1974
the FERC issued to the Company a license for the Fairfield Pumped Storage Project,
which includes the Company's existing Parr Shoals Project. The United States
Court of Appeals for the District of Columbia Circuit has set aside, as being
based on an inadequate record, an NRC rule that established on a generic basis
the environmental effects of fuel reprocessing and radioactive waste disposal to
be assigned to the operation of nuclear power reactors. NRC has reopened the

i P /. 4 ] d eli- -
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I_ tem _l . Bu.s_i ness . (Continued)

Regulation (Continued)

e
rule-making proceeding and invited concents with resoect thereto. On March 7, 1977

the NRC adopted an interim rule that allows resumption of licensing subject to the
condition that the licensed project be in compliance with such final rule as may
be adopted. The Company has applied for an operatinq license for the V. C. Sunmer
Nuclear Station. The Company is unable to predict whether the reopened rule-making
proceeding will delay the issuance of an operatino license for the Summer Station
which is presently scheduled to load fuel in the f all of 1979. The Company has
made and will continue to make substantial investments ($288,700,000 at December 31,
1977) and conmitments in the nuclear station prior to the completion of licensing
and other proceedings by governmental bodies. There can be no a; wrance that the

This situation, whichrequisite authorizations will be obtained by the Company.
is conmon to electric utilities in general, is necessitated by the complexity of
present-day electric utility technology and the time required for the construction
of new electric generating and transmission facilities and for completion of the
licensing and other proceedings referred to above.

The Company holds licenses under the Federal Water Power Act or Federal Power
Act with respect to all its hydroelectric projects. The licenses covering the
projects expire as follows: Neal Shoals (5,000 KW capability) and Stevens Creek
(9,uuU KW capability) 199 and Parr Shoals (14,000 KW capability) and Fairfield
Pumped Storage Project (480,000 KW capability) 2020. The license for the Columbia
(10,000 KW capability) project expired in 1970 and the license for the Saluda
(206,000 KW capability) project expired in 1977, at which times the Company made
timely filings for new licenses. Annual licenses are in effect while the FERC

The FERC has gis reviewing the Company's applption for such now licenses.
allowed Central Electric Cooper ative, Inc. to intervene in the proceedings on
the application for a new license of the Saluda project for the purpose of ob-
taining an article in the new license requiring the Company to enter into wheeling,
pooling, and reserve sharing arrangements with it, but not for the purpose of
opposing a new license. The Company cannot determine the probable outcome of
these proceedings on its business or the results of its operations.

At the termination of a license under the Federal power Act, the United
States may take over the project covered thereby, or the FERC may extend the
license or issue a license to another applicant. If the United States takes
over a project or the FERC issues a license to another, the original licensee
shall be paid its " net investment" in the project (not to exceed fair value),
plus severance damage.

A number of separate bilis have been introduced in the current session of the
South Carolina Legislature which, if adopted, would, amono other things, eliminate
the existing authority of the Company to olace increased rates in effect, subject
to refund,30 days af ter the filing of an application for a rate increase with
the PSC, require monthly hearings on the Company's fuel adjustment clause, andSimilar billschange the process by which membership of the PSC is determined.
have been filed in prior sessions but were not adopted. The management of the

Company cannot predict whether any of such legislation will be adopted or the
ef fect such legislation might have upon the Company.

On November 7 and November 22, 1977 the PSC ordered the three major electric aWutilities serving the State of South Carolina to report to it annuall", beginning
on March 1, 1978, on proposed programs for customer load control and load manage-

The announced purpose of requiring the reports is to enable the PSC andment.
its staf f to assess the potential and actual impact of such programs on the
utilities and their customers. Along with other utilities across the nation,
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Regulation (Continued)

the Company is studying such load management techniques including direct control
over certain customer appliances, time of day pricing, peak load pricing, and
other current rate designs.

Rate Matters

The PSC has authorized the Company to apply a fuel surcharge to all of the
Company's jurisdictional electric rate schedules and a purchased gas cost adjust-
ment clause to its gas rate scnedules. The FERC has accepted a fuel adjustment
clause filing applicable to seven wholesale electric customers. These clauses
permit the Company to pass on fuel costs in excess of certain levels stipulated
in the Company's tariffs. On February 1, 1977 the PSC approved inclusion of
purchased power and interchange power fuel costs and exclusion of fuel costs
recovered through inter-system sales in the operation of the fuel adjustment
clause.

On December 13, 1977, the PSC granted an electric retail rate increase
amounting to $21,797,000 annually based on a test year ended December 31, 1976,
or approximately 72% of the amount requested in an application by the Company
filed November 12, 1976. The order also requires refunds to the Company's re-
tail custemers of approximately $2,800,000 of revenues collected under bond plus
interest and approximately $7,000,000 of revenues representing the difference
between the net purchased power and interchange sales with other utility com-
panies in the first six months of 1976 and in the first six months of 1977,
plus interest. In its order the South Carolina Public Service Commission allowed
the Company an overall rate of return of 9.33% on total capitalization, including
a 13% return on the equity component.

The rates provided for by the PSC order have become effective as to bills
rendered on or af ter the Company's first billing cycle in January 1978. However,

a petitioner in an appeal can request that the Court of Common Pleas stay, amend
or rescind such new rates. Certain parties to the rate proceeding, including
the Attorney General of South Carolina, who filed petitions for rehearing before
the PSC which were denied, have appealed the rate increase granted by the PSC
order. The Company cannot predict whether any such appeal will result in any
stay of or amendment to the rate increase or affect the Company's revenues or
the results of its operations.

In February 1978 the Company commenced making refunds to its customers of
the approximately $2,800,000 of revenues collected under bond, plus interest.
After denial of the Company's petition for rehearing before the PSC, the Company
appealed to the Court of Common Pleas that portion of the PSC order requiring
the $7,000,000 refund. That court has stayed the $7,000,000 refund until the
Company's appeal of the PSC order ca.1 be heard. The Attorney General of South
Carolina and certain of the other parties referred to above have tppealed the
stay of the $7,000,000 refund obligation to the South Carolina Supreme Court on
the jurisdictional issue of the timeliness of the filing of the Company's petition
for rehearing before the PSC. The PSC order denying the Company's petition for
rehearing found that such petition was timely filed. The Company cannot predict
whether the stay of the $7,000,000 refund obligation will be sustainei by the
South Carolina Supreme Court, when the Company's appeal with respect to such
refund will be heard by the Court of Common Pleas, or the outcome of such appeal.

The Company's management intends to make application for such future rate
increases as may be required to support the financing of its construction program.
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Environmental Control Matters

Both federal and state authorities have imposed varior, environmental
control requirements relating primarily to airborne pollution and liquid dis-
charge of pollutants, including heat, into waters in the vicinity of the
Company's plants. The Company is attempting to insure that its facilities
meet applicable environmental regulations and standards. It is not possible

to forecast the ultimate effect of environmental quality regulations upon
the existing and proposed facilities and operations of the Company. Moreover,
developments in these and other areas may require the Company to modify, sup-
plement or replace equipment and facilities, at costs which could be substan-
tial, and may delay or impede construction and operation of new facilities.

Air Quality Centrol_. In 1971, pursuant to the Federal Clean Air Act of
1970 ("1970 Act"), the Environmental Protection Agency (" EPA") promulgated
primary and secondary ambient air quality standards with respect to certain
air pollutants including particulates, sulfur oxides and nitrogen oxides.
In keeping with these regulations, South Carolina has adopted implementation
plans cortaining standards limiting emissions of particulates, sulfur oxides
and nitrogen oxides, which were generally designed to achieve the primary
ambient air quality standards by 1975 and the secondary ambient air quality
standards within a reasonable time thereafter. The effect of the South
Carolina Department of Health and Environmental Control ("DHEC") standards is a
that in all portions of the Company's service area, except for Charleston and W
Aiken counties, the Company may not burn coal having a sulfur content in excess
of 2.18i, by weight. For Charleston and Aiken counties, such maximum sulfur
content is 1.44%. EPA has taken the requisite action approving the implemen-
tation plans submitted by DHEC. The Company's air pollution control systems
are subject to periodic inspections by DHEC and EPA. Several of them have
been recently tested for compliance, and several more are scheduled for testing
in the near future. Of the facilities tested, the Company's Wateree #1 Unit
met visual opacity limitations but not particulate limitations; Wateree #2 Unit
showed marginal non-compliance with both visual opacity and particulate limita-
tions. Both units are scheduled to be retested during late winter and early
spring of 1978. The Company's Williams Station and Urquhart #1 and #2 Units
have been found to be in compliance with particulate limitations but not in
compliance with visual opacity limitations. As a result of a conference with
DHEC the Company has agreed to install continuous visual opacity monitors on
all Urquhart units during the spring of 1978. DHEC regulations require instal-
lation of such nonitors on all fossil fuel units by July 1,1978. The Company
expects to complete installation of the monitors within the required times.
However, the Company is unable to predict whether use of monitors will materially
affect its onerations as presently conducted, but in the future compliance with
such regulations could result in higher capital and operating costs.

In June 1973 an evenly divided United States Supreme Court lef t standing an
opinion of a lower Federal court to the e#fect that EPA could not approve state
implementation plans which would permit significant deterioration of ambient air $quality in areas in which air quality is better than national primary and secon-
dary standards. Neither the court opinion nor the 1970 Act defines "significant
deterioration" Air quality in the areas in which many of the Company's existing
and planned generating facilities are located is believed to exceed the natior,al
standards. EPA issued regulations effective January 1,1975 setting. up ,a ;nechanym
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Environmental Control Matters (Continued)

for preventing "significant deterioration" of air quality in areas where air
quality exceeds the national ambient air quality standards. The regulations
provide for designation by each state of three classifications of areas, with
varying limitations on the extent to which changes in air quality in such
areas would be deemed to constitute "significant deterioration". The State
of South Carolina control standards presently classify areas affecting the
Company's operations in a manner required by the EPA regulations. Although
the Company believes that it presently is in substantial compliance with
applicable regulations, changes in EPA and the State of South Carolina regu-
lations or in the availability of fuel could materially affect the Company's
power resources and operating expenses. The 1977 amendments to the 1970 Act
(i) require state regulations to prevent significant deterioration of areas
cleaner than required by EPA regulations, (ii) establish specific increments
for particulates and sulfur dioxide, (iii) require EPA to promulgate by August
1979 increments of, or other means to prevent significant deterioration from,
oxides of nitrogen, hydrocarbons, carbon monoxide and photochemicals, and
(iv) require new plants to use the best method of continuous emission reduction,
regardless of fuel content. Accordingly, the Company believes that the new
standards have the potential for restricting the number of sites available for
future fossil fuel generating plants and the total generating capability which
may be installed at a given site and that they will impose higher capital and
operating costs on new generating plants.

Water Quality Control . The Federal Water Pollution Control Act of 1972 as
amended in December 1977 ("1972 Act") provides for the imposition of effluent
limitations to regulate discharges of pollutants, including heat, into the waters
of the United States. With respect to existing plants, the 1972 Act requires
that there have been achieved by (i) July 1, 1977 effluent limitations that re-
quire application of the "best practicable control technology currently avail-
able" and (ii) not later than three years after the effective date, or not later
than July 1,1984, whichever is later, but in no case later than July 1,1987,
effluent limitations that require application of the "best available technology
economically achievable".

Pursuant to the 1972 Act, the Administrator of EPA has established guidelines
for effluent limitations for steam electric generating plants and regulations
establishing procedures for obtaining a variance from effluent limitations estab-
lished under state water quality standards for the discharge of heated water from
such plants. The Company has applied for variances for the discharge of heated
water at four of its plants. If variances as to thermal discharges are not
granted, the Company would be required to ma::e additional expenditures in amounts
which are not presently determinable but which could be substantial. A group of
concerned utilities (including the Company) appealed from the Administrator's
action and on July 16, 1976 the United States Court of Appeals for the Fourth
Circuit set aside the parts of the regulations relating to "no discharge" of heat
and certain chemical limitations auf remanded them to EPA for further considera-
tion.

In addition, the 1972 Act requires that the location, design arj construction
of cooling water intake structures for both new and existing generating plants
reflect the "best technology available for minimizing adverse environmental impact".
EPA's interpretation that the 1972 Act requires cooling towers at existing plants
has been challenged by a group of concerned utilities (including the Company). On
November 11, 1977 the Court of Appeals for the Fourth Circuit set aside the EPA
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regulations on the ground that they had been invalidly promulgated. The Company

is presently studying the ef fect of the 1977 Act, including IPA's interpretation,
on its plants and is presently unable to detennine whether substant ial changes in
cooling water intake structures or the installation of additional cooling towers
will be required, or the amount of expenditures required to make such changes, but
the cost of compliance could be substantial.

Compliance with applicable effluent limitations is achieved by a permit
system established under Section 402 of the 1972 Act. The Company filed timely
applications for permits for its plants, and permits have been issued by OHEC
for all the Company's generating stations. The Company has completed waste water
treatment facilities for all its operational steam-electric generating stations
and it believes that it is in compliance with all permits.

Ir addition to the 1972 Act and the regulations thereunder, the Company
must comply with the South Carolina Water Quality Standards. The Company belietes
it is in substantial compliance with such Standards.

On November 21, 1975 EPA promulgated regulations pursuant to the 1972 Act
which would require, among other things, assessments and allocations of the
discharge of pollutants, including thermal discharges, and would affect the permits
issued under Section 402 of the Act. An appeal of the requlations is now pending.
The Company is unable to predict the effect of the regulations except that they
could result in higher capital and operating costs and could restrict sites a
available for future expansion of the Company's generating facilities. W

On October 13, 1972, a landowner on the shores of the Company's FERC licensed
hydroelectric Saluda project (" Lake Murray") filed a complaint with the FERC
alleging a violation of the Company's license due to the Company's failure to
prevent unauthorized discharges (and proposed discharges) of effluent into Lake
Murray by other persons, corporations and agencies owning or leasing property
on Lake Murray, including a state recreational facility which has been grunted
a lease by the Company (approved by the FERC), a landowner which has been granted
an easement by the Company to lay a pipe along the lake bottom for the discharge
of treated effluent (the granting of such easement was approved by order of the
FERC and such order was affirmed by the U. S. Court of Appeals, District of Columbia
Circuit, following a petition for review by the same landowner who brought the
October 13, 1972 complaint), other landowners to whom easements have been granted
by the Company subject to FERC approval and owners and lessees with whom the
Company has no such relationship. The complaint requests, among other things,
that the FERC revoke the license for such project. The Company has filed its
answer stating that it is in material compliance with the terms of its license,
the rules and regulations of the FERC and the rules and regulations of other
Federal, State and local agencies having jurisdiction over environmental matters
involving Lake Murray. On September 10, 1973 the FERC ordered an investigation
into the existing and future uses of the lands and waters of Lake Murray.

On September 30, 1977 an Administrative Law Judge issued an Initial Dec s n

which among other things found that the present water quality within the Project
is acceptable, but that in the future there could be land use and water quality h
problems which might impair the recreational uses and aesthetic qualities of the
Project. The Decision recommended among other things that in tiie re-licensing
proceeding for the Project the Company and the Commission develop a land and
water management plan that includes water quality controls and a land-use plan
providing for a buffer zone around the shoreline of the Project. The Company
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has filed a Brief on Exceptions with the Commission seeking clarification of the
Initial Decision. The Company is unable to predict when a final decision will be
reached but the Company believes that such decision will not have a material effect
on the Company's operations.

In the years 1970 through 1977, the Company's expenditures for environmental
control facilities amounted to approximately $14,400,000. It is not possible for

the Company to estimate all future costs for environmental purposes but it fore-
casts minimum capitalized expenditures therefor of at least $1,900,000 for 1978
and $3,800,000 for the years 1979 to 1982, inclusive. These expenditures are
included in the Company's construction program set forth below under " Construction
Program and Financing".

Other Matters

The Company is required to continue its coach operations so long as it
exercises its existing electric and gas franchise rights in the City of Charleston.
For many years the Company's coach operations in the City of Charleston have re-
sulted, and continue to result, in substantial operating losses, amounting to
approximately half the operating losses of the coach division (see " Lines of Business").
The Company has had discussions with the Charleston Area Transit Committee ("CATC")
looking towards a transfer by the Company to a public body of its coach properties
and operations. CATC has proposed to the Company that the Company pay $8,500,000
over the next 15 years and donate the coaches involved in the Charleston operation
(with a book value at December 31, 1977 of $267,300) in consideration of its being
released of its obligations to continue its coach operations in the City. Negotia-
tions are still proceeding and the Company is unable to nredict at this time their
final cutcome. Any agreement between the Company and CATC would be subject to the
approval of the Company's Board of Directors, the PSC and the local governments
involved. The Accounting treatment of such payments and of the assets transferred
would depend, at least in part, upon the provisions of the PSC order issued in con-
nection with the transfer but it is possible, although nnt certain, that the entire
amount of the future payments and assets transferred could be charged to net income
in one year.

One of the Company's wholly-owned subsidiaries, Energy Subsidiary, Inc., is
primarily engaged in the holding and development of real property. The Company's
investment at December 31, 1977 in the subsidiary was approximately $13,380,000.
In 1974 the Company announced, following communications with the PSC, that it
would not enter into new real property acquisitions but would continue to fund
the subsidiary's existing obligations while it makes an orderly disposition of
the subsidiary's holdings. The December 13, 1977 order of the PSC requires the
Company to file semi-annual reports on the progress of the divestment of the real
property. In a petition for rehearing of the PSC rate order referred to above
under " Business - Rate Matters", the Attorney General of South Carolina had re-
quested the PSC to order the divestiture of the subsidiary. Although such
petition for rehearing was denied by the PSC, certain of the cther parties to
the rate proceeding have included a similar request in an appeal of such rate
order to the Court of Cormion Pleas.

The Price-Anderson Indemnification Act, which was passed by Congress in 1957,
limits the liability of a power company operating a nuclear reactor to $560 million
for one nuclear accident and provides for governmental indemnification above any
available privately offered insurance such that the total amount of indemnification
is equal to $560 million. On March 31, 1977, in a case challenging the construction

gn i< 7,
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South Carolina Electric & Gas Comyany

Item 1 Business. (Continued) h
Other Matters (Continued)

permit for a nuclear station being constructed near Charlotte, North Carolina,
the U. S. District Court for the Western District of North Carolina ruled that
the Price-Anderson Indemnification Act represented an unconstitutional depriva-
tion of property without due process of law. The decision has been appealed to
the U. S. Supreme Court. If such decision were affirmed, it would probably in-
crease cost of the insurance or the financial risk associated with the operation
of a nuclear plant such as the V. C. Sunmer Nuclear Station.

Recent amendments to the Price-Anderson Indemnification Act, which are also
subject to the litigation discussed above, provide that all owners of nuclear
reactors may, commencing August 1, 1977, be assessed up to $5,000,000 per
reactor for each nuclear accident occuring at any reactor in the United States
with a limit of two assessments per year (a retroactive premium). The Company's

maximum exposure would be $6,667,000 per year under this legislation.

CONSTRUCTION PROGRAM AND FINANCING

The Company's construction program, which is subject to continuing review
and adjustment, for 1978 and the four-year period 1979-1982 as now scheduled
involves costs estimated as follows (estimates include allowance for funds used
during construction estimated at $26,100,000 for 1978 and $40,000,000 for the
1979-1982 period but exclude the cost of nuclear cores, estimated at $105,000,000
for the 1978-1932 period):

~ype of Facilities 1978 1979-1982T
~

~~TThousandsofDollars)

Electric
Generation ......................... $111,541 $146,708

Transmission ....................... 29,400 72,073

Distribution . . . . 25,118 135,256
........... .....

Other ........ 6,140 11,689
. . . . . . . . . . . . . . . . . . . . . _ _

Total Electric ................ 172,199 365,726

Gas ... 5,531 7,918
.. ...... ..... .................

240 405Transportation (Coach) ............ .....
Total Construction ............ fl77,97T $374,049~

0
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South Carolina Electric & Gas Company

item 1 Business. (Continued)

Construction Program and Financing (Continued)

The cash requirements for the Company's 1978 construction program are
estima ted at $160,400,000. Such cash has been and is expected to be provided
through the public sales in February 1978 of $30,000,000 principal amount of
First and Refunding Mortgage Bonds and 1,500,000 shares of Common Stock, which
sales produced net proceeds to the Company of approximately $56,092,500, the
withdrawal of the remaining $1,756,000 of the proceeds of the sale in December
1977 of Pollution Control Revenue Bonds, the sale of shares of common stock
pursuant to the Company's dividend reinvestment and employees' stock purchase
plans, the incurring of short-term indebtedness, internally generated funds
and the sale of additional securities. The timing and amount of such sales and
the type of additional securities will depend upon market conditions and other
factors in existence at the time.

In addition to the cash requirements necessary to finance its construction
program described above, the Company has an aggregate of $201,319,000 of long-
term debt maturing during the years 1978-1982 (including sinking fund maturities,
of which $25,197,000 are expected to be satisfied by certifying property additions).

The Company expects that on the average during the five years 1978-1982
approximately 50% of the cash requirements for its construction program and for
the retirement of daturing securities will require external financing through
the sale of securities or other financial arrangements and approximately 50%
will be provided from internally generated funds.

On September 30, 1976, the Company entered into agreements with Tha
Citizens and Southern National Bank of South Carolina, as Trustee, and The
Chase Manhattan Bank, for itself and as agent for The South Caroiina National
Bank and Bankers Trust of South Carolina, to finance its share of nuclear
fuel for the initial core of the V. C. Summer Nuclear Station. The Company
has assigned its share of uranium and processinn contract rights to a trust
which borrows the money from banks to pay for the costs of such share up
to an aqqregate of $42,000,000, including interest and fees, and the Company
will pay the excess costs, if any. The Company is unconditionally obligated
to purchase its share of the fabricated fuel from the trust prior to loading
of the fuel into the reactor or on June 30, 1980, whichever is earlier.

The Parr-Frees complex, currently under construction, is located approxi-
mately 30 miles northwest of Columbia and will include the V. C. Summer Nuclear
Station and the Fairfield Pumped Storage Project. The Fairfield Pumped Storage
Project (which includes a reservoir and eight pumped storage units of 60,000 KW
Capacity each and is wholly owned by the Company) has been rescheduled for com-
pletion from 1978 and 1979 to 1978, at a total cost (including allowance for
funds used during construction) of approximately $200,000,000, or $417 per KW,
of which $185,758,000 had been incurred at December 31, 1977. This Project
will be used primarily as a peaking station in preference to the Company's
internal combustion turbines which are more costly to operate.
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South Carolina Electric & Gas Company

hItem 1. Business. (Continued)

Construction Program and Financing (Continued)

The Company and the South Carolina Public Service Authority, a public
corporation of the State of South Carolina (" Santee-Cooper"), have contracted
to become joint owners of the V. C. Summer Nuclear Station on the basis of
two-thirds by the Company and one-third by Santee-Cooper and to participate,
on a like basis, in the cost of construction, cost of operation and in the
energy output thereof. This nuclear station is expected to have a capacity
of 900,000 KW and is scheduled for completion in 1980 at an estimated total
cost of 3675,000,000, or $750 per KW (including allowance for funds used
during construction but exclusive of nuclear cores), of which approximately
$433,645,000 had been incurred at Deu mtu r 31, 1977.

P. a result of delay,, inf lat. ion .unt engineering and desiqri chanty". the
estimated c os ts of cons t ruc tion of the l airf ield Pumped Storage Project and the
V. C. ';umner Nuclear Station have been increased by approximately $31,000,000
and $182,000,000, respectively, over prior estimates made in the fall of 1975.
While the Cor9any believes that the revised completion dates are reasonably a
attainable, unanticipated circumstances could cause delay in completion dates W
and additional cost increases.

The Company presently anticipates that two additional 500,000 KW coal-fired
units will be required during the 1980's. Construction of the first unit is
presently expected to commence by 1980.

O
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South Carolina Electric & Gas Company _

ITEM 2. SUMMARY OF OPERATIONS

Reference is made to pages 25-27 of the 1977 Annual Report to share-
holders, which is included in Item 13, for a Sumary of Operations for each
of the years 1973 through 1977 and " Management's Discussion and Analysis of
the Summary of Oper nions." Such summary and discussion are incorporated
herein by reference.

NOTES TO SUMMARY OF OPERATIONS

(1) Effective January 1,1977, the interest portion related to borrowed
funds of allowance for funds used during construction has been
reclassified as a reduction of interest charges pursuant to a Federal
Energy Regulatory Comission (successor to the Federal Power Comission)
order. Prior periods have not been reclassified. The rates used in
computing AFC were 6.5% in 1977 and 8% in years prior to 1977. Cor

further discussion see Note ID of the Notes to Consolidated Financial
Statements.

(2) The year 1977 reflects an order from the South Carolina Public Service
Comission dated December 13, 1977. For detail, see Note 2 of the

Notes to Consolidated Financial Statements.

(3) Earnings per share of common stock have been computed by dividing
earnings available for common stock by the weighted average number
of shares outstanding.

21
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South Carolina Electric f. Cas Compa y

ITEf1 3. PROPERTIES

The following table gives information with respect to generating
facilities of the Company at December 31, 1977.

Net Generating
Capability

Type Name Location (Kilowatts)(1)

Steam Canadys Canadys, S. C. 422,000

Hagood Charleston, S. C. 94,000

McMeekin I nno , S . C . 252,000

Parr Parr, S. C. 41,000

Urquhart Beech Island, S. C. 250,000

Wateree Eastover, S. C. 720,000

Williams Goose Creek, S. C. 580,000

Gas Turbines Burton Burton, S. C. 30,000

Faber Place Charleston, S. C. 9,000

Hardeeville Hardeeville. S. C. 15,000

Canadys Canadys, S. C. 15,000

Urquhart Beech Island, S. C. 30,000

Coit Columbia, S. C. 32,000

Parr(2) Parr, S. C. 64,000

Williams (3) Goose Creek, S. C. 54,000

Hydro Columbia Columbia, S. C. 10,000
~

Neal Shoals Carlisle, S. C. 5,000

Parr Shoals Parr, S. C. 14,000

Saluda Irmo, S. C. 206,000

Stevens Creek Martinez, Ga. 9,000

Tota 1 2,852,000

(1) Summer rating

(2) Two of the four Parr gas turbines are leased and have a net
capability of 32,000 kilowatts. This lease expires on June 29,
1996.

(3) The two units at Williams are leased and have a net capability
of 54,000 kilowatts. This lease expires on June 29, 1997.

The Company currently has under construction the Parr-Frees complex
located at Parr, S. C. which includes the Fairfield Pumped Storage Project
(480 MW capacity) scheduled for completion in 1978 and the V. C. Summer

ForNuclear Station (900 MW capacity) scheduled for completion in 1980.
additional information see " Construction Program and Financing" under Item
1. Business.

,-,- . , . -
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South Carolina Electric & Gas Company

Item 3. Propertps._ (Continued)

Major transmission and distribution lines owned and in service are as
follows:

Voltage Pole Miles

Transmission:

230 KV 431
110 KV 1,264
44 KV 710
33 KV 72
22 KV and below 14

Total Transmission 2,521

Distribution:

12 KV and over 6,452
Under 12 KV 5,477

Total Distribution 11,929

Total Transmission and Distribution 14,450

Through its wholly-owned subsidiary, South Carolina LNG Company, Inc.,
the Company owns an LNG plant located at Goose Creek, S. C. During off-peak
periods, the LNG facility can liquefy up to 6,000 MCF per day and store one
million MCF of natural gas. On peak days, the LNG plant can regasify up to
60,000 MCF per day.

Additionally, the Company has propane storage facilities in Charleston
and Columbia, S. C., which can supplement the supply of natural gas by
gasifying approximately 58,200 MCF per day.

The following table sets forth the Company's gas pipeline miles:

Transmission 610
Distribution 3,581
Service Piping 3,349

7,540
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South _ Caroli _na_ l,ec_tric_ A,, Gas _ C,ompanyE

ITEM 4. PARENTS AND SUBSIDIARIES O
The Company has no parent.

Listed below are the subsidiaries of the Company as of December 31,
1977:

Percent
State of Voting

Name of Company Kind of Business Incorporation Stock Owned

Energy Subsidiary, Inc. Primarily engaged South Carolina 100%

in the holding and
development of real
property.

South Carolina LNG Co., Inc. Liquefaction, South Carolina 100%(1)
storage, and
gasification of
natural gas.

(1) South Carolina LNG Company, Inc. , is a wholly-owned subsidiary of
South Carolina Electric & Gas Company. South Carolina LNG
Company, Inc., has no employees, and all of its operating
functions are performed by employees of South Carolina Electric
& Gas Company. O

The accounts of th e Company's wholly-owned subsidiary, South Carolina
LNG Company, Inc., are consolidated in the accompanying financial statements.

The Company's investment in its wholly-owned subsidiary, Energy Sub-
sidiary, Inc., is reported in the accompanying financial statements using
the equity method of accounting. Separate financial statements of Energy
Subsidiary, Inc. are not presented because Energy Subsidiary, Inc. is not
a significant subsidiary.

ITEM 5. LEGAL PROCEEDINGS
_

_;a Notes 2 and 8B of the Notes to the Consolidated Financial Statements.
The Company is involved in a proceeding before the FERC involving environ-
mental control issues at its Saluda hydroelectric project. See Item 1,

" Business - Environmental Control Matters".

O
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$_outh Carolina Electric & Gas Company

ITEM 6. INCREASES ANO DECREASES IN OUTSTAN0!NG SECURITIES AND INDEBTEDNESS

(a) EQUITY SECURITIES

At December 31, 1976 Increase (Decrease) At December 31, 1977

Cumulative Preferred Stock Par Value Shares Amount Shares Artsunt Shares Amount

51 Issued July 1943 $50.00 125,234 5 6,261,700 $ 125,234 5 6,261,700

4.60% Issued Cctober 1950 50.00 29,334 1,466,700 (1,500) (75,000) 27,834 1,391,700

4.50% Issued June 1954 50.00 48,000 2,400,000 (1,600) (80,000) 46,400 2,320,000

4.60% (Series A) Issued June 1956 50.00 64,052 3.202,600 (2,000) (100,000) 62,052 3,102,600

5.125% !ssued March 1961 50.00 91,000 4,550,000 (1,000) (50,000) 90,000 4,500,000

4.60% (Series 8) Issued February 1963 50.00 139,400 6,970,000 (3,400) (170,000) 136,000 6,800,000

6% Issued December 1966 50.00 144,000 7,200,000 (3,200) (160,000) 140,800 7,040,000

*9.401 Issued November 1970 50.00 312,800 15,640,000 (6,800) (340,000) 306,000 15,300,000

8.121 Isst.ed July 1971 100.00 206,800 20,680,000 (4,400) (440,000) 202,400 20.240,000

*7.70 Issued July 1972 100.00 144.000 14.400,000 (3,000) (200,000) 141.000 14.100,000

y 6.875% Issued January 1974 100.00 150,000 15,000,000 150,000 15,000,000

*10.75% Issued December 1975 100.00 200,000 20,000,000 200,000 20,000,000

*8.401 Issued December 1976 100.00 200.000 20 000 000 200 000 20,000 00_0

511_115 0R QY7710 I_136,05 ,6, 0002 2

Total 1,854,620 ll M 71 M 126,9001(1) 7 2 2

Cocinon Stock

$4.50 17,834,173 $80,253,778 125,014 (2) $ 562,563
145,405 (3) 654.323
54,020 (4) 243,090

2,200J)00 (5) 9,900,000
Total 17,834,173 $ g 253,/78_ 2 574,4T9 511,359,976 703 9413 591,613,754

* Securities registered pursuant to 12(g) of the Act.
(1) Total Cumulative Preferred shares retired per sinking fund.
(2) Total number of shares issued under provisions of the Company's Employee Stock Purchase-Savings Program.
(3) Total number of shares issued under provisions of the Company's Dividend Reinvestment Program.
(4) Total number of shares issued under provisions of the Company's Employee Stock Ownership Plan.
(5) On March 1, 1977 the Company sold 2,200,000 shares of cormon stock to the public through underwriters at a~ ~ '

( ) public offering price of 518.75 (see 10-0 report for quarter ending March 31,1977).

L s
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South Car _o, lina Ele _ctric J,._ Gas _C_ompa_ny

Item 6. I.ncreases and .D.e.c.r.e.a.s.e.s .i.n..O.ut.s.ta.n.d_ino Securi ties and Indebtedness- - -

(b) Debt Securities
Sale of $30,000,000 principal amount of First and Refunding Mort-
gage Bonds 8-3/8% Series due March 1, 2007 dated March 1,1977.
Previously reported on Form 10-Q for quarter ending March 31, 1977.

Redemption of $30,000,000 principal amount of First and Refunding
Mortgage Bonds 9-7/8% Series due June 1, 2000. Previously
reported on Form 10-Q for quarter ending June 30, 1977.

Sale of $50,000,000 principal amount of First and Refunding Mort-
gage Bonds 7% Series due May 1, 1982. Previously reported on
Form 10-Q for quarter ending June 30, 1977.

(c) Increase in Amount of Securities Outstanding During Fourth Quarter

(1) Title of Class - 4-1/21 Pollution Control Facilities Revenue Bonds,
Series 1977 due October 1, 1987.

Amount Outstanding Last Previously Reported - Now

Amount Presently Outstanding - $5,155,000 as of March 31, 1978. g
(2) On December 9, 1977 the Company entered into ioan agreements with

seven South Carolina counties to provide funds for the payment of
the cost of the acquisition, installation and construction of
certain pollution control facilities located at the generating
plants within their respective counties. Such counties, collectively,
assigned the Loan Agreements to Morgan Guaranty Trust Company of New
York as Depository and issued, under the Loan Agreements, $5,155,000
principal amount, 4-1/2% Pollution Control Facilities Revenue Bonds,
Series 1977.

The Loan Agreements provide that payments by the Company will be
sufficient to pay the principal, premium, if any, and interest on the
Bonds.

The proceeds were and will be used for the payment of the cost of
air and Water pollution control facilities, solid waste disposal
facilities, the acquisition, construction, reconstruction or improvement
of land or property of a character subject to the allowance for depre-
ciation all within the meaning of the Internal Revenue Code of 1954, as
amended.

There were no underwriters.

The 4-1/2% Pollution Control Facilities Revenue Bonds, Series 1977
were not registered under the Securities Act of 1933, inasmuch as the
sale was an exempt transaction under Section 3(a) of said Act as a
security issued by a political subdivision of a state.
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South Carolina Electric & Gas Company

CHANGES IN SECURITIES AND CHANGES IN SECURITIES FOR REGISTERED SECURITIES.ITEM 7.

Previously reported on Forms 10-Q.
.

ITEM 8. DEFAULT UPON SENIOR SECURITIES.

None.
.

ITEM 9. APPR0XIMATE NUMBER OF EQUITY SECURITY HOLDERS.
_

(1) (2)
Title of Class Number of Record Holders

Cumulative Preferred Stock, Par Value $50 per
share, having no sinking or purchase fund

5.00% Series, Par Value $50 1,019

Cumulative Preferred Stock, Par Value $100 per
share, having no sinking or purchase fund

8.40% Series, Par Value $100 459

Cumulative Preferred Stock, Par Value $50 per
share, having a pericdic purchase fund

4.50% Series, Par Value $50 84
4.60% Series, Par Value $50 9

4.60% Series A, Par Value $50 32
4.60% Ser'_s B, Par Value $50 24
5.125% Series, Par Value $50 18
6.00% Series, Par Value $50 20

Cumulative Preferred Stock, Par Value $100 per
share, having one-payment sinking fund

6.875% Series, Par Value $100 1

Cumulative Preferred Stock, Par Value $50 per
share or $100 per share, having a periodic
sinking fund

9.40% Series, Par Value $50 1,176
8.12% Series, Par Value $100 1,060
7.70% Series, Par Value $100 266

10.75% Series, Par Value $100 1

Common Stock, Par Value $4.50 48,752

ITEM 10. SUBMISSION OF MATTERS TO A V0TE OF SECURITY HOLDERS.

Previously reoorted on Form 10-Q.
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Sou_th _ Carolina Elpctric 1 Ga,s Company

ITEM 11. EXECUTIVE OFFICERS OF THE COMPANY

Arthur M. Williams, Chairman of the Board and Chief Executive $
Officer, Age 63

Mr. Williams has served as Staf f Counsel Vice President and General
Counsel, Senior Vice President, President, President and Chief Executivo Officer;
and on May 18, 1977, became Chairman of the Itoard and continued as Chief Executive
Officer. He has been an executive officer since 1959

During the past five years, he has served as President and Chief
Executive Officer and Chairman of the Board and Chief Executive Officer with
ultimate accountability for all phases of the Company's business.

Virgil _C. Summer, President and Chief Operating Officer, Age 57

Mr. Summer became President and Chief Operatino Officer effective
May 18, 1977. He has served in various engineering staff positions in the Company's
Electric Operations Department. In 1962, he was named Manager, Production Opera-
tions, Engineering and Construction, Vice Presiden', in 1966 and Senior Vice President,
Operations in 1967. Mr. Summer remained in this position until being named President
and Chief Operating Officer in May,1977. He is a registered professional engineer
and a Fellow of the American Society of Mechanical Engineers. He has been an execu-
tive officer since August,1966.

From January 1973 until May 18, 1977, he served as Senior Vice President-
Operations ultimately accountable for planning, construction, engineering and g
operation of the three types of service rendered by the Company - electric, gas
and transit (coach). Upon being elected President and Chief Operating Officer,
Mr. Summer assumed overall responsibility for all Company operations, plus sharing
with Mr. Williams ultimate accountability for all phases of the Company's business.

Oscar S. Wooten, Executive Vice President-Finance, Age 54

fir. Wooten has served as Assistant Controller, Assistant Vice President,
Vice President, Senior Vice President-Finance; and in May,1977, was named Executive
Vice President-Finance. He has been an executive officer since 1467.

During the past five years in which he has served as Senior Vice President-
Finance and Executive Vice President-Finance, fir. Wooten's primary function has been
that of raising funds and advising the Company's management on its financial position
and problems with respect to financing. In addition, he is directly responsible for
the Secretarial, Treasury, Accounting and Data Processino Departments.

C. Joseph Fritz - Senior Vice President-Administration, Age 50

f1r. Fritz has served in various engineering and accounting staff pnsitions.
He was named Office Engineer in 1957, Assistant to Vice President and General Manager
in 1962, Executive Assistant to the President in 1966, Vice President in 1968 and
Senior Vice President-Administration in 1970 He has been an executive officer since aW
1968

a mi - r
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South Carolina Electric & Gas Company

Ita 11. Executive Officers of the Company. (Continued)

C. Joseph Fritz (continued)

During the past five years he has served as Senior Vice President-
Administration, Mr. Fritz was accountable for the corporate functions of Employee
Relations, Special Services, Purchasing and Fuel Supply, Garage and Automotive
Equipnent, Corporate Communications, Safety and Training, and Economic Research and
Performance Analysis.

Grayson C. Meetze, Senior Vice President and General Manager-
Operations Age 58

Mr. Meetze has served as General Purchasing Agent, Manager of Purchasing,
Stores and Automotive Equipment, Vice President-Purchasing, Automotive and Transit,
Vice President and Assistant to the Senior Vice President-0perations; and effective
May 18, 1977, was named Senior Vice President and General Manager-0perations. He
has been an executive officer since 1970.

From January 1973 until December 31. 1976, he served as Vice President-
Purchasing, Automotive and Transit with accountability for purchasing, stores and
automotive equipment, as well as the Company's transit (coach) operations. Effective
January 1,1977, Mr. Meetze became Vice President and Assistant to the Senior Vice
President-0perations which position he held until being named Senior Vice President
and General Manager-0perations. In this position, he is responsible for assuring
proper coordination and effective performance of the Company's electric, gas and
transit (coach) operations. He has principal concern for the planning, design,
engineering. construction and operation of the three phases of service rendered by
the Company from ultimate source to the customer.

William N. Ackerman, Vice President-Gas Operations, Age 50

Mr. Ackerman has served in various Gas Department staff positions; System
Gas Engineer, Assistant Manager-Gas Operations, Manager-Gas Operations, General
Manager-Gas Operations and Vice President-Gas Operations. He has been an executive
officer since January 1,1977.

Effective July 1,1970, Mr. Ackerman became General Manager-Gas Operations
and on January 1,1977, became Vice President-Gas Operations. In both positions he
was accountable for planning, design, construction and operation of the Company's gas
transmission and distribution system, including its propane and LNG storage facilities.

Harry G. Boylston, Jr., Vice President-Marketing and Area
Development, Age 53

Mr. Boylston has served in various engineering and marketing staff positions,
District Engineer, District Manager, Manager Contracts and New Business, General
Manager-Marketing and Area Development and Vice President-Marketing and Area Development.
He has been an executive since January 1, 1977.
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South Carolina Electric & Gasj.ompany

Item 11. Executive Officers of the Company. (Continued)

Harry G. Boylston, Jr. (continued)

hFrom January 1973 to December 31, 1976, he served as General Manager-
Marketing and Area Development; and effective January 1,1977, was named Vice
President-Marketing and Area Development. In both positions he was accountable
for rate design, rate research including customer-oriented functions involving
rates and area development.

Esca (Ed) H. Crews, Vice President and Group Executive-Engineering
Services and Construction, Age 55

Prior to being employed by the Company, Mr. Crews was associated with
Gilbert Associates, Inc., Reading, Pennsylvania. While in the employ of Gilbert
Associates, he was in charge of constructing various electric power plants through-
out the United States and overseas. He became affiliated with the Company in
November, 1962. Since his employment, he has been Superintendent of Construction;
Manager, Construction and Engineering Services; Manager, Engineering Services,
Construction and Production; Vice President and Vice President and Group Executive,
Engineerina Services and Construction. He has been an executive officer since 1968.

During the past five years he has served as Vice President and Vice
President and Group Executive, Engineering Services and Construction with accounta-
bility for planning, engineering design and construction of the Company's generating
stations. In addition, he is responsible for the Company's engineering services.

Frank C. Davis, Vice President-Corporate Comunications, Age 62 g
Mr. Davis has service as Administrative Assistant to the Operating Vice

President; Maneger, Inwtrial Relations; General Manager, Comercial Operations
(Electric); Assistant V1ce President, Gas Promotions and Advertising; and Vice
President-Corpora'.e Communications. He has been an executive officer since 1964.

During the past five years he has served as Vice President-Corporate
Communications responsible for advertising, public relations, corporate communi-
cations with the public and news media and supervision of the Company's Saluda
hydro licensed project land management program.

George H. Fischer, Vice President-General Counsel, Age 54

Mr. Fischer was engaged in private law practice before joining the Company
in 1959. Since then, he has served in various legal staff positions; Assistant
Staff Counsel: General Counsel and Vice President-General Counsel. He has been
an oxecutive officer since 1970.

During the past five years he served as Vice President-General Counsel
having accountability for all phases of the Company's Legal Department.

Thomas M. Groetzinger, Vice President and Controller, Age 50

Mr. Groetzinger has served in various accounting staff positions; Super-
visor of Taxes; Manager of Taxes; Assistant Controller; Controller; and effective
May 19, 1976, was named Vice President and Controller. He has been an executive
officer since 1973.
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South Carolina Electric & Gas Company

Item 11. Executive Officers of the Company. (Continued)
_

Thomas M. Groetzinger (continued)

During the past five years he has served as corporate Controller an'i
Vice President and Controller with responsibility for all accounting functions
including general, plant, customer and tax accounting, rate proceedings and
evaluation, budget planning, statistical analyses and payroll.

D. Ellis Hay, Jr_. , Vice President-Customer Operations
Districts, Age 53

Mr. Hay has served in various engineering staff positions; Distribution
Engineer; District Engineer; Associate Engineer; District Manager; Manager-
Distribution Operations-Districts and Vice President Customer Operations-Districts.
He has been an executive officer since fiay 18, 1977.

During the past five years he has served as Manager, Distribution
Operations-Districts and Vice President Customer Operations-Districts with
responsibility for construction and operation and maintenance of the Company's
district distribution system plus supervision of district customer services and
af fai rs .

Malcolm C. Johnson, Vice President and Group Executive-Special
Services and Purchasing, Age 58

Mr. Johnson has served as Superintendent, Relays & Communication;
Superintendent, Transmission; Manager, Transmission Planning, Operation and &
Maintenance; Assistant Vice President, Transmission Planning, Operation &
Maintenance; Vice President, Electric System Operations, Transmission &
Distribution; Vice President, Special Services; and Vice President & Group
Executive-Special Services and Purchasing. He has been an executive officer
since 1967.

From January 1973 to January 1,1977, he served as Vice President, Special
Services and effective January 1,1977, was named Vice President and Group Executive-
Special Services and Purchasing. In both positions he was accountable for special
studies and long-range planning, including site location for power generation
facilities, security and quality assurance in nuclear and non-nuclear areas.
Since January 1977, Mr. Johnson has assumed the added responsibilities of purchasing,
stores and fuel procurement, including fuel contract necotiations.

Thomas C. Nichols, Jr.. Vice President and Group Executive -
Power Production and System Operations, Age 49

Mr. Nichols has served in various engineering staff positions; Associate
Manager-System Operations and Planning; Manager, Transmission Operations; Manager,
System Operations; Manager, Power Supply; General Manager, Production Operations,
System Operations and Planning; General Manager, Power Supply, System Operations
and Planning; Vice President, Power Supply, System Operations and Planning and Vice
President and Group Executive-Power Production and System Operations. He has been
an executive officer since January 1,1977.

.n - 34| ,J) iUIt

31



South Carolina Electric & Gas Company

i tem, _i_1. Exe_cutive 0f f, ice.rs_of. .the,_ Company (Continuea)

Thomas C. Nichols, Jr. (continued) g
Fron January 1973 until October 31, 1974, he served as Manager, System

Operations; ef fective November 1,1974, he became General Manager, Producti6n
Operations, System 0perations and Planning; ef fective May 1,1976, he became
General Manager, Power Supply, System Operations and Planning; effective January 1,
1977, he was elected Vice President, Power %.Dply, System Operations and Plannina
and on May 1,1977, was named Vice President and Group Executive-Power Production
ard System Operation. In all of these positions occupied by Mr. Nichols since 1973
he has been directly responsible for the operation and maintenance of the Company's
electric power generating facilities, system planning and load forecasting.

Curtis L. Rye, Vice President-Customer Operations, Metro
Columbia , Age 48

Mr. Rye has served in various engineering staff positions; Senior-
Engineer-Distribution Operations; Superintendent Distribution Operations, Metro
Columbia; Manager Distribution Operations, Petro Columbia; General Manager, Metro
Columbia and Vice President, Customer Operations-Metro Columbia. He has been an
executive officer since May 18, 1977.

During the past fis e years he has served as General fianager, Metro
Columbia and Vice President, Customer Operations-Metro Columbia. In both posit,ons
he was accountable for operation and maintenance of the Company's metropolitan
Columbia electric and gas systems, including supervision of all customer related g
functions and affairs. In May 1977, Mr. Rye assumed the added responsibility of W
operation of the Columbia transit (coach) operations.

B. Marion Smith, Jr., Vice President-Governmental Affairs, Age 46

Mr. Smith served in the Company's Agricultural Development Department and
Industrial Development Department before assuming staff positions as Director,
Governmental Affairs; General fianager, Governmental Affairs and Vice President,
Governmental Af fairs. He has been an executive officer since January 1973.

He was elected Vice President-Governmental Affairs effective January 1,
1973. and in this position he is accountable for governmental related functions,
public affairs and community resources planning, ir.cluding community services.

Hennan B. Speissegger, Jr., Vice President-Customer Operations,
Metro Charleston, Age 52

Mr. Speissegger has served in various engineering staff positions;
Senior Sales Engineer, Supervisor, Commercial Sales; Director, Electric Industrial
Sales: General flanager, Metropolitan Charleston and Vice President-Customer Opera-
tions Metro Charleston. He has been an executive officer since May 18,1Q77.
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South Carolina Elect,ic & Gas Company,

item 11. Executi_v_e 0_ f ficers_of the C_ompany_. (Continued)

Herman C. Speissegger, Jr. (continued)

During the past five years he has served as General Manager, Metropnlitan
Charleston and Vice President-Customer Operations Metro Charleston. In both positions
he was accountable for operation and maintenance of the Company's Metropolitan
Charleston electric, gas and transit (coach) systems, including supervision of all
custr.er related functions and affairs.

Donald R. Tomlin, Vice President and Group Executive-Customer
Operations, Age 63

Mr. Tomlin has served as Assistant Superintendent, Columbia Distribution;
Superintendent, Columbia Distribution; Manager, Distribution Operations; General
Manager-Transmission & Distribution Operations; Vice President-Transmission &
Distribution Operations and Vice President and Group Executive-Customer Operations.
He has been an executive officer since May 19, 1976

From January 1973 until May 19, 1976, he was General Manager-Transmission
& Distribution Operations and effective May 19, 1976, be became Vice President-
Transmission & Distribution Operations. In both positions, he was responsible
for the operation and maintenance of the Company's entire electric transmission
and distribution system. On May 18, 1977, Mr. Tomlin became Vice President and
Grou;. Executive-Customer Operations with accountability for operation and main-
tenance of the Company's electric, gas and transit (coach) systems, including
responsibility for customer service, rates, marketing and area development.

James W. Wedding, Vice President-Computer Services, Age 52

Prior to being employed by the Company, Mr. Hedding was associated
for twenty years with International Business Machines Corporation (IBM). He
held various positions in the field of data processing including computer design
and application of the computer to business problems. During the later years of
his employ with IBM, he acted as a consultant for IBM to the utility industry
applying the data processing techniques to utility requirements. Since joining
the Company in March 1969, he has held the positions of Executive Assistant to
the Senior Vice President, Finance and Vice President-Computer Services. He has
been an executive officer since 1971.

During the past five years he has served as Vice President-Computer
Services responsible for all phases of the Company's data processing and computer
services, including analysis, programming and operation.

Hugh W. Welaun, Vice President and Group Executive- Administrative
Services, Age 56

Mr. Weldon has served in various administrative staff positions; Personr.cl
Representative; Personnel Director-Charleston Division; Manager, Employee Relations;
Vice President, Employee Relations; Vice President-Administrative Services; and
Vice President and Group Executive-Administrative Services. He has been an executive
officer since 1969.
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item 11. Executive Officers of the Company. (Continued)

llugh W. Weldon (continued) O
During the past five years he has served as Vice President, Employee

Relations; Vice President-Administrative Services and Vice President and Group
Executive-Administrative Services with accountability of employee activities of
the Company, labor relations and Company coordinator in negotiating union con-
tracts. in May 1977 he assumed the additional responsibility of management and
control of the Company's automotive equipment.

Hirold M. Bryant, Secretary, Age 56

Mr. Bryant has served as Personnel Director; Assistant Secretary and
Secretary. He has been an executive officer since 1971.

During the past five years he has served as Secretary including
accountability for corporate secretarial functions and insurance.

Henry H. Gaddi., Treasurer, Age 52

Mr. Gaddis has served as Senior Accountant; Assistant Treasurer and

Treasurer. He has been an executive officer since 1972.

During the past five years he has served as Treasurer including
accountability for t.orporate functions of cash operations and management.

O
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South Carolina Electric & Gas Comoany

ITEM 12. INDEMNIFICATION OF DIRECTORS AND OFFICERS.

Section 8.18 of the South Carolina Business Corporation Act provides as follows:

"Right of Indemnity of Directors, Officers and Others. - (a) A corporation
shall have power to indemnify any person who is made a party to any suit, action
or proceeding, whether civil, criminal, administrative or investigative, in-
cluding an action by or in the right of the corporation, by ;eason of the fact
that he is or was a director, officer, employee or agent of the corporation, or
is or was serving at the request of the corporation as a director, officer,
employee, against expenses, including attorney's fees, actually and reasonably
incurred by him in connection with such action, suit or proceeding if he acted
in good faith and in a manner he reasonably believed to be in or not opposed to
the best interest of the corporation, except that no indemnification shall be
made in respect of any claim, judgments, amounts paid in settlement, issue, fine,
matter, attorney fees for a criminal proceeding, or as to such person guilty of
a violation of a criminal law, or as to which such person shall have been ad-
Judged to be liable for negligence or misconduct in the performance of his duty
to the corporation unless and only to the extent that the court in which such
action or suit was brought shall determine upon application that, despite the
adjudication of liability but in view of all circumstances of the case, such
person is fairly and reasonably entitled to indemnity for such expenses which
the court shall deem proper. provided, that said misconduct did not involve
moral turpitude.

(b) The rights and remedy provided by this section shall be exclusive. Any
provision of the articles of incorporation, by laws, or resolution / the cor-
poration of its directors or shareholders, purporting to extend or limit such
rights and remedy, shall be invalid.

(c) The right of indemnity shall inure to the estate, executor, administrator,
heirs, legatees, or devisees 6f any person entitled to indemnification hereunder.

(d) Notwithstanding the provisions of Section (b) above, a corporation shall
have power to purchase and maintain insurance on behalf of any person who is or
was a director, officer, employee or agent of the corporation, or is or was
serving at the request of the corporation as a director, officer, employee or
agent of the corporation or is or was serving at the request of the corporation
as a director, officer, employee against any liability asserted aoainst him and
incurred by him in any such capacity, or arising out of his status as such,
whether or not the corporation would have the power to indemnify him against
such licbility under the provisions of this section. Provided, however, such
payment or payments cannot be made except in accordance with item (a) of this
section."
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South Carol,ina Elpctr,ic_ &_ Jia_s _ Company

ITEM 13. FINANCIAL STATEMENTS AND EXHIBITS FILED

(a) TABLE OF CONTENTS OF CONSOLIDATED FINANCIAL
STATEMENTS AND SUPPLEMENTAL FINANCIAL DATA

INCLUDED IN ANNUAL REPORT (FORM 10-K)
FOR Tl:E YEAR ENDED DECEMBER 31, 1977

Consent of Independent Certified Public Accountants.

Consolidated financial statements appearing in the Company's 1977 Annual
Report to its shareholders are incorporated herein by reference.

Additions to Notes to Consolidated Financial Statements.

Supplemental Schedules:

V - Property, Plant and Equipment
VI - Accumulated Depreciation of Property, Plant and Equipment

The above listed financial statements are consolidated only since
the Registrant is nri6uarily an operating company and the subsidiary included
in the consolidate 3 'inaccial statements is not a significant subsidiary.

Supplemental schedules other than those listed above are omitted
because of the absence of conditions under which they are required or $
because the required information is included in the financial statements
or in the notes thereto.

_
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CONSENT OF INDEPENDENT
. CERTIFIED PUBLIC ACCOUNTANTS _

South Carolina Electric & Gas Company:

We hereby consent to the incorporation by reference in

your Annual Report (Form 10-K) to the Securities and Exchange
Commission for the year ended December 31, 1977 of our opinion

(which is qualified as set forth therein) dated February 6, 1978,
as appearing in your 1977 Annual Report to Shareholders.

We also consent to our opinion, referred to above, being

considered as comprehending our opinion that the additions to

Notes to Consolidated Financial Statements, and the supplemental

schedules listed in the accompanying table of contents, when con-

sidered in relation to the basic financial statements, present

fairly in all material respects the information shown therein.

HASKINS & SELLS

February 6, 1978
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South Carolina Electric & Gas Company

Item 13 (a). (Continued)

South Carolina Electric & Gas Company
Additions to Notes to Consolidated

Financial Statements

1. Long-term Debt:

The " Unsecured Notes - Banks" due 1980 bear interest as determined by
a formula applied to the applicable prime rate of The Chase Manhattan Bank.
If the Notes are not prepaid, aggregate interest in excess of interest com-
puted at 7.625% per annum will be refunded to the Company. Interest paid

in excess of 7.625% ($4,045,000 at December 31, 1977 and $3,774,000 at
December 31,1976) is included in " Deferred Debits - Other" in the accom-
panying consolidated financial statements. Deferred income taxes of $2,068,000
and $1.929,000 applicable to such excess interest payments are included in
" Accumulated Deferred Income Taxes" at December 31.1977 and 1976, respectively.

2. Preferred Stock:

The redemption prices per share of preferred stock are as follows:

Redemption
Price Per Share

December 31, Eventual
1977 Minimum

Cumulative $100 par value:
6-7/8% Series ......................... $101.00 $100.00
7.70% Series .......................... 105.75 101.00
8.12% Series .......................... 106.09 102.03
8.40% Series .......................... 108.40 101.00

10-3/4% Series ........................ 110.75 100.00
Cumulative $50 par value:

4.50% Serias .......................... 51.00 51.00
4.60% Series .......................... 50.50 50.50
4.60% Series A ........................ 51.00 51.00
4.60% Series B ........................ 51.25 50.50
5% Series ............................. 52.50 52.50
5.125% Series ......................... 51.00 51.00
6% Series ............................. 51.00 50.50
9.40% Series .......................... 53.525 51.175

Changes in preferred stod outstanding during the two years ended December
31, 1977 are summarized as follows:

Shares of $50 Par Value Shares of $100 Par _Value
Period Issued Retired Issued Retired

Year ended December 31:
1976 ......... .... 19,500 200,000 7,400

.....

1977 ..................... 19,500 7,400
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South Carolina Electric F. Gas Company.

Additions to Notes to Consolidated Financial Statements. (Continued)

9
A " Purchase Fund" or "Sinkina Fund" must be set aside annually as long

as certain series of cumulative preferred stock remain outstanding. Such
" Funds" shall equal a percentage of the total par value of the largest num-
ber of shares of such stock at any time theretofore outstanding, which
monies will be applied to redeem shares of stock at par value. The begin-
ning dates and applicable percentages of such series of cumulative preferred
stock are as follows:

Purchase funds
Annual

Series Beoinnino Date Percentajle Am,o_un t

4 . 6 0 'i . . . . . . . . . . . . . . . . . . October 1, 1951 2-1/2% $ 75,000
.....

4.507 ............... June 1, 1957 2 % 80,000
. .......

4.60%, Series A ............. . June 1, 1958 2 100.000"
,

5.1257 April 1, 1963 1 50,000*
.

.............. .........

4.609, Series B ........... ... March 1, 1968 2 % 170,00C
6.00", ......................... January 1,1972 2 % 160,000

Af ter the receipt of tenders, any unused portion of the " Purchase Fund"
shall revert to the general funds of the Company.

Sinking Funds gAnnual

Series Beginning Date Percentage Amount

9 . 4 0 "' . . . . . . . Octnber 1, 1973 2 % $ 340,000
.................

8.12'? July 1, 1974 2 % 440,000
................. .......

7.70'/ .... July 1, 1975 2 % 300,000
....... ..... .....

6-7/8 January 31, 1979 100 % 15,000,000
........................

10-3/4"
(A) ............. . ......... October 1, 1981 6-1/2% 1.300,000
(B) ......................... October 1, 1995 9 't 1,800,000

Unless the " Purchase Fund" and " Sinking Fund" requirements are met in full,
no distribution may be made on the conmon stock.

3. Common Stock:

The following authorized shares of common stock of the Company were re-
served for issuance pursuant to:

December 31, December 31,

1977 1976

Stock Purchase-Savings Program for Employees. . . . 670.534 127,022

Dividend Reinvestment and Stock Purchase Plan. . . . . 254,595 400,000
Employees S tock Ownership Plan. . . . . . . . . . . . . . . . . . 27,255 81,275

4
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South Carolina Electric & Gas Company

Additions to Notes to Consolidated Financial Statements. (Continued)

4. Supplementary Information:

Maintenance (including repairs) and provision for depreciation and
amortization of utility plant are shown separately in the accompanying
consolidated statement of income, except for amounts charged to clearing
and other accounts, which amounts are not significant.

Rents, advertising expenses and research and development costs are
not material. There were no royalties.

Taxes other than income taxes are as follows:

Year Ended December 31,
_1977 1976

(Thousands of Dollars)

State electric generation tax $ 3,851 $ '3,451
General property taxes 13,156 11,630
Special state utility license 610 652
Federal social security taxes 2,203 1,974
Tax for support of South Carolina

public Service Commission 455 435
State gross receipts tax 1,153 964

1,969 1,782Other taxes
~23,397 20,888Total

Less - Amount charged to other
accounts 942 776

Remainder - Charged to operating
expenses $22,455 $20,112

SUPPLEMENTAL FINANCIAL INFORMATION (UNAUDITED)

The following replacement cost information for certain of the Company's
assets and related depreciation is presented to comply with the reporting
requirements of the Securities and Exchange Commission (the " Commission") as
set forth in Accounting Series Release No.190. The Company advises readers
of the imprecise nature of these data and of the many subjective judgments
required in the replacement cost estimation. This information does not pur-
port to represent the current value of the assets or the amounts which could
be realized if the assets were to be sold.

The calculation of replacement costs includes costs for pollution control
equipment such as exists in the Company's latest operating units. Such equip-
ment would also result in increases in fuel, operating and maintenance costs,
none of which are reflected.

Replacement cost is not, per se, the current value of existing utility
plant; it is only an estimate of the cost that would be incurred if such
assets were replaced at December 31, 1977 and 1976.

The excess of replacement cost over historical cost does not represent
additional book value of comon stock.
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South Carolina Electric & Gas Company.

Additions to Notes to Consolidated Financial Statements. (Continued)

h
in add' tion, the Company is subject to the jurisdiction of requlatory

commission' which determine fair rates of return on its investment in utility
Under current ratemakino nolicy, the Company recovers, through futureplant.

depreciation charges, the historical dollars invested in productive capacity.
The ratemaking process does not allow the Company to recover the excess of
replacement cost over historical cost.

As these data are limited to selected categories of assets and related
depreciation and do not relate to other assets and liability and equity
accounts, or to other expense and revenue accounts, there are significant
limitations in using this information to evaluate the effect of inflation on

These data should not be used to adjust and compare this Company'sthe Company.
balance sheet or income state.nent with any other company's financial statements.

Subject to the limitations noted above and the inherent imprecision of
the data, this inforn<ation is provided in good faith in compliance with the
Commission's rules and regulations.

It should be pointed out that the Commission has cautioned investors and
The Commission alsoanalysts on the simplistic use of replacement cost data.

stated in its Release that the disclosure of the effect of replacement cost
data on net income is not required at this time, because there are substantial
theoretical problems in determining an income effect.

.e estimated replacement cost of the Company's productive capacity,
depreciated replacement cost and related depreciation expense with comparative h
historical cost are presented below:

Actual Estimated
Historical Replacement

Cost Cost
(Thousands of Dollars)

December 31, 1977:
Utility plant in service (excluding land, land

rights and intangible plant): $796,562 51,728,284
Electric . .... .. ... .............. ... 128,346 281,806
Gas. .. ..... . ...... . .. ........

....

3,377 8,575
Coach ..... ..... ... ...

12,597 19,525.. ... .... ..

Common ... ..... ....... .........
940,882 2,038,190....

Total .. .... .... ... ... ........
Less - Accumulated provision for depreciation . . 269,228_ 623,554

$_671,654 $1,414,636
Utility Plant in Service - Net . .. . . .......

Depreciation expenses for the twelve months
ended December 31, 1977 ... ............ ... $30,339 $60,056

__
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South Carolina Electric & Gas Company

Additions to Notes to Consolidated Financial Statements. (Continued)

Actual Es tima ted
Historical Replacement

Cost
-

Cost
(Thousands of Dollars)~

December 31, 1976:
Utility plant in service (excluding land, land

rights and intangible plant):
Electric ................................. $770,181 $1,616,527
Gas ...................................... 125,608 259,385
Coach .............. ..................... 3,348 8,461
Common .... .................... 10,107 16,202_......

Total .................... 909,244 1,900,575......

Less - Accumulated provision for depreciation . . 241,490 543,322

Utili ty Plant in Service - Net . . . . . . . . . . . . . . . $667,754 $1,357,253

Depreciation expenses for the twelve months
ended December 31, 1976 .................... $ 27,825 $ 53,553

The comparable historical cost amounts are reconciled to those shown in
the accompanying consolidated balance sheet as follows:

Recc Jed Utility Plant

1977 1976
(Thousands of Dollars)

Amounts for which replacement cost data are
provided .................................. $ 940,882 $ 909,244

Land, Land Rights and Intangible Plant ...... 32,169 29,692
Property Held for Future Use ................ 14 14
Construction Work in Progress ............... 505,554 355,329
Nuclear Fuel in Trust ....................... 10,492 6,501
Accumulated Provision for Depreciatic (269,228) (241,490)......

Utility Plant - Net ............... $1,219,883 $1,059,290

1. Replacement Cost

A. Production - The replacement cost of the Steam Production Plant was
determined by applying the cost per KW of recently installed units by fuel
type trended to December 31, 1977 and 1976 by using the Handy-Whitman Index
of Public Utility Construction Costs for the South Atlantic Region (hereaf ter
referred to as the Handy-Whitman Index) to the respective generating capacity.
Original cost of Hydro Generation, Other Production Plant and Gas Production
Facilities was trended to December 31, 1977 and 1976 using the Handy-Whitman
Index. Due consideration was given to the necessity for substituting type of
generating facilities because of regulatory requirements or Company require-
ments.

B. Transmission and Distribution - The Handy-Whitman index was applied
to the origin:1 cost of electric and gas transmission and distribution
facilities.

,,,, , ,
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South Carolina Electric & Gas Company

Additions to Notes to Consolidated Financial Statements. (Continued)
.

O
C. General Plant - Replacement cost of transportation equipment and

coach rolling stock was determined on a unit basis. For other general
plant the original cost was trended usinq the GNp Implicit Price Deflator.

2. Deprecia ted Replacement Cost

The related accumulated depreciation based on the replacement cost was
developcd by applying the same percentage relationshin that existed between
gross plant and accumulated depreciation by functional oroups on a historical
.ost basis at December 31, 1977 and 1976 to the current replacement cost of
the productive ccpacity.

3. Depreciation Expense

Depreciation expense for the replacement cost of productive capacity was
developed by applying the actual functional class depreciation rates in use
to the respective functional class average reoiacement cost figures. The

Company believes that the difference between depreciation based on historical
cost and depreciation based on estimated replacement cost can in no way be
treated as an additional amount of depreciation expense, because this dif-
ference is neither deductible for income tax purposes nor recognized by the
regula tory authori ties. With the earnings of the Company based on historical
costs, any additional depreciation created by estimated replacement cost would
require increased earninqs and thus increased rates for the Company's services.

-

4. Supplemental Informa tion

Non-capitalized leases are not significant and have been excluded from
the replacement cost data. Additionally, land and intangibles are excluded
from the replacement cost data since such assets are not consumed in the
productive process. Construction Work in Progress representing future pro-
ductive capacity is also excluded.

Replacement cost data relating to fuel inventories have nc' men included
since changes in cost levels are recovered through the operation v. al ad-
justment clauses.

O
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SCHE 001.E V

SOUTH CAROLINA EIECTRIC & GAS COMPANY

Property, Plant and Equ11 ment
Year Ended December 31, 1977

Col. A Col. B Col. C Col. D Col. E Col. F

Balance at Balance
beginning other Changes at close

Classification of period Additions Retirements add (deduct) of period

Electric 'Jtility Plant: (A)
Intangible Plant t 91,081 $ $ $ $ 91,081
Prodmtien Plant - Steam 352,660,h71 877,270 506,699 353,031,042

Production Plant "yirsulic 37,839,11h 197,572 10,516 (7,h18) 38,018,752
other Prodaction 18,635,069 6,063 3,h61 18,637,671
Transmission 116,153,721 8,609,950 308,434 23,257 124,h78,h9h
Distribution 256,166,634 21,26h,387 1,698,664 (u,%o) 275,687 ,917

Genersi 15,509,477 1,283,385 4k5,440 (377,659) 15,970,263
Held for Future Use 4,h70 4,h70
Construction Work in Progress 35h,840,366 150,o10,15h 50h,000,520

Total Electric Plant L151,950,oo3 182,248,781 2.973,21h (406,260) 1,33o,820,210

Gas Utility Plant:
Intangible Plant 117,621 117,621

%
Production Plant 8,114,133 1,642 8,115,775
Storage Plant 13,798,984 979,502 14,778,486
Transmission 27,318,51o 27,800 4,851 27,3hl,L59 b
Distribution 77,015,769 1,784,571 198,52h 78,601,816 ymmme
General 1,522,1W 2h0,350 92,9h8 1,669,509
Const uction Work in Progress 13?,311 50,612 191,923

Total Gas Plant 3 6 o14 h35 3,093,4 3 296,323 130,816,522
2

Coach Utility Plant:
Plant in Service 3,598,ohh 57,388 47,82h 19,h99 3,627,1m
Construction Work in Progr ess h5,521 (28,958) 16,563

Total Coach Plant 3,6h3,565 28,430 47,82% 19,499 3,643,670

Cornon Utility Plant:
Plant in cervice 10,3oh,639 2,212,166 143,506 h20,267 12,883,566
Held for Future Use 8,873 8,873
Construction Work in Progress 261,2h6 185,002 hh6,2k8

Total Cocono Plant 10 66h,758 2,377,168 143,506 420,267 13,338,687
1

Nuclear Fuel in Trust 6,500,867 3,991,028 10.h91.895

Total Utility Plant 1, 300,779,528 191,758,R8h 3,460,867 33,5o6 1,h89,111,oS1

Nonuti? ity Property 2,527,318 31,104 _ 14,180 (33,5o6) 2,510,736

Total Property and Plant th303,306,846 $191,789,988 $3,475,047 $ $1,h91,621,787

(A) Includes accounting reclassification of property and equipnent between vrsrious utility plar.t and nonutility picnt classifications.
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SCnEDULE V (Continuedl

SO'JD! CACCL"A UICTPIC 's GA3 C0t??A';Y

Property, Flert and Im:1pnent
Year Inded eee-ler 31, 1976

Col. A Col. B Cel. C Col. D Col. " "ol. F

Balance @Balance at
beginnina Ctter Ch.nger at close

Cis:sification of period Additions Fetirerents add (deteti of pe M

fA):imric ':tility Plet:
m qitle Plant $ 90,h32 ^

6L9 t
' 91,081'

h : tetien Plant - Stean 350,533,529 3,109,591 c92,6LS 352,660,h71

hetetion Plant - IP drsulic 3',512,003 330,263 303 '3,25 0 3',839,llh
f #

' 'rer Productica 18,623,739 11,330 18,635,06o

Trsn:ri:sion 108,00C,T L 3,326,56h 16L,393 (10,5?L) 116,153,721
#

Ziztribution 2LO,650,163 l',363,)19 1,357,12 10,53L 256,166,63L

# ersi 15,2aO,9LO a3L,?25 6c6.cJ6 (18,323) 15,509,T7 e
h.L70

sid fcr utwe Use h , L70r

T: : m etion Wcrk in Progress 105,210,100 150,690 176 35h.300,3M #

!::a1 Ilectric Plant 065.418,520 15 0,75 M 3,702,So2 (21,552) 1,151,450,003 5

.

'ss "tility Finnt: 117,621
n snrible Plant 117,621

e- he tetion Plant 8,136,653 L1,267 6 , '02 8,11k.133 '~ l ' '
'"

? crtge Plant 16h,W5 13, 38,NL 16L,079 13,798,o t .* ''-
Trsnsnission 27,259,L37 '3.L91 lh,L1B 27,318,510

Cistribution 75,6W ,92k 1,L53,322 L8,930 (1,6L7) 77,015,76o " ' ,5

3enersi 1,L85,k23 130,L68 69,019 (2h,770) 1,522,1T "
,

Ccnctruction Work in Progress IM ,L76
_

?h,935 132,311 7 .

Tets1 Gas Plant 112,S78,622 '15,5?7.367 360,137 (26,bl7) 123,010,k35 ' '

s.
, . . -

Toad 'Jtility Plant:

71Ent in Service 3,586,5o0 11,0L7 3,309 3,S06 3,598,0hh

Tenstruction Werk in Progress 000 Lh,531 L5,521 % S

Total Coach Plant 3,537,550 55,573 3,300 3,506 3, % 3,565 %
.s

,

Cc cn "tilit'/ Plan +- ~_,

Ma-t in Service lo,219,h60 35~,11L 179,151 (3,7SL) 10,39L,639 . , ~ .
~ ''

Zeli for Future Use 8,973 3,973

Ocnstruction York in Progress ?30,031 10,265 261,2L6

Tctci Cerron Plant 10,L59,31L 357.379 175.151 ( 3,7ch) 10,66h,759

.hclear Fuel in Trm t 4,500,967 6,500,967

! ctrl Utility Plant 1,042,9LL,OLS 212,?28,000 L,2LL,cL9 (h7,cTT7 ; 1,300 J74,528

"enetility Proper *y 2,0W ,0c0 3?o,508 9,2T L7 87' 2,52",119

Total Prcperty end Plant $1ph,Okl y !Q2f1L6M $h2'2,7c6 $ 31JO3,3Oj,gy

( A) Includes accounting reclassification of property and em.titrent between various utility plant and nonutility plant classificat crs.
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SCHEDULE VI

SOUTH CAROLINA ELECTRIC & GAS COMPANY

ACCUMULATED DEPRECLiTION OF PROPERTY, PLANT AND EQUIIHENY
YEAR ENDED DECEMBER 31,1W7

(Col. A) (Col. B) (Col. C) (Col. D) (Col. E) (Col. F)
Balance at Balance
beginning other charges at_close

Classification of period Additions Retirements add (deduct) of period

Electric Utility Plant:
,

' -

Production Plant - Steam $100,966,862 $11,025,600 $ 506,059 $ $111,486,ho3Production Plant - Rydraulic 13,498,685 426,000 12,516 13,912,169other Production 5,219,827 723,600 3,461 5,939,966Transmission 23,365,333 2,786,hoo 314,701 (9,681) 25,827,351
Distribution 57,833,280 9,686,400 1,650,054 9,681 65,879,307General 5,742,962 8h8,700 237,246 (101,877) 6,252,539
Total Electric Plant 206,626,949 25,496,700 2,724,037 (_ 101,8 7 ) 229,297,7350

Gas Utility Plant
Production Plant 1,042,880 268,800 (598) 1,312,278
Storage Plant (51,263) 950,hoo 30,182 868,955Transmission 9,701,436 1,064,400 2,407 10,763,h29
Distribution 18,964,732 2,527,200 2co,103 21,201,829
General 663,069 108,500 75,523 696,ch6

Total Gas K a t 30,320,854 4,919,300 397,617 34,842,537

Coach Utility Plant 2,215,615 173,700 48,143 11,569 2,352,741

Common Utility Plant 2,326,208 404,700 92,553 97,029 2,735,384

Total Ut111ty Plant 241,489,626 30,99h,400 3,262,350 6,721 269,228,397

Nonutility Property 62,772 11,796 4,826 (6,721) 63,021

Total Property and Plant $241,552,398 $31,006,196 $3,267,1/6 $ $269,291,h18

(A) After deduction of net salvage.
}{}} }{}



SCHEDULE VI (Continued)
gggn e peL1nA ELECTRIC & GAS COMPANY

ACCULT.ATED DEPRECIATIo?! CP PROPERTY, PLAIiT AIID EQUIP *ENT
YEAD E!3)ED DECEMBER 31, 1976

(Col. A) (Col. 31 (Col. C) (Col. D) (Col. E) (Col. FT

I;alarce
Ealance
begirning Other charges at close

Classification of period Additions Retirements add (deduct) of period

Electric Utility Plant: (A)
Production Plant - Stean 2 90,hl7,057 $10,966,800 $ kl7,005 $ $100,M6,562

Production Plant - HydrTalic 13,052.L67 hl7,600 1,382 13,h93,655

Other Production h,h? ,L27 722,h00 5,219,52-

Transm ssion 21.101,72L 2,631.#00 291,666 (76,325) 23,365,333

Distribution 50,556,L10 3,080,300 1,707,090 3,150 57,E33.250

General 5,529 52 Slk,h00 621,365 20,175 .7L2.352

Total Electric Plant 155,18h,5L7 24,533,600 3,033,h95 (53,000) 206,626.0 3

Gas Utility Plant:
m Production Plant 351,M9 255,300 6h,389 1,0L2,5503

Storage Plant 15,517 150,500 217,280 (51,263'

Transmission 3,902,653 808,000 10,117 9,701,L36

Distribution 17,029,767 2,038,800 103,815 (ho) 18,96L,'32

General 639,013 96,800 53,669 (19,075) 663,063

Total Gas Plant 27.L33,939 3,350,300 hh9,270 (19,115) 30,320,55-

Coach Utility Plant 2,029,87? 186,200 1,899 1,h36 2,215,615

Comen Utility Plant 2,105,139 371,300 lh7,73h "' h97) 2,326.225
,

Total Utility Plant 216,758,803 28,hhl,hoo 3,637,hol (73,176) 2hl,LE 9,626

Ilonutility Property 53,301 9,321 (1,233) (1,033) 62,-~2

Total Property and Plant $_216,812,10k $28,h50,721 $363616S $ (74,253) $2hl,552,335,
_

(A) After deduction of net calvage.
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South Carolina Electric & Gas Company

Item 13. Financial Statements and Exhibits Filed. (Continued)

(b) None.

PART II

ITEMS 14 through 18.

These items have been omitted since such information has been filed with
the Securities and Fachange Commission in a definitive proxy statement pursuant
to Regula+4nn 14-f.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

South Carolina Electric & Gas Company

(Registrant)

Date March 31. 1978 By /s/ T. M. Groetzinger
(Signature)

T. M. Groetzinger
r - Vice President & Controller

,
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SECURITIES AND EXCHANGE COMMISSION

Washington, D. C. 20549

FORM 10-K

ANNIIAL REPORT PURSUANT TO SECTION 13 or 15(d) 0F
TIIE SECURITIES EXCilANGE ACT OF 1934

For the fiscal year ended December 21, 1978 Commission File Number 1-3375

SOUTil CAROLINA ELECTRIC 6 CAS COMPANY
(Exact name of registrant as specified in its charter)

SOUTil CAROLINA 57-0248695
(State of incorporation) (IRS Employer

Identification No.)

328 MAIN STREET, COLUMBI A, SOUTil CAROLINA 29218
(Address of principal executive of fices) (Zip Code)

Registrant's telephone number, including area code (803) 799-1234

Securities registered pursuant to 12(b) of the Act:

Name of each exchange
Title of each class on which registered

5% Cumulative Preferred Stock New York Stock Exchange
par value $50 per share

Common Stock par value New York Stock Exchange
$4.50 per share

Securities tenistered pursuant to 12(n) of the Act:

Title of Class

The Class is comprised of the following series of Cumulative Preferred
Stock, par value $50 per share or $100 per share, having a periodic sinking
fund:

9.40% Cumulative Preferred Stock 7.70% Cumulative Preferred Stock
par value $50 per share par value $100 per share

8.12% Cumulative Preferred Stock 10.75% Cumulative Preferred Stock
par value $100 per share par value $100 per share

8.72% Cumulative Preferred Stock
par value $50 per share

Indicate by check mark whether the registrant (1) has filed all reports
required to be flied by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 ronths (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to
such filing requirements for the past 90 days.
Ye s x . No .

Indicate the number of shares outstanding of each of the issuer's classes
of common stock, as of the close of the period covered by this report.

Common $4.50 par value 22,439,871 ,,,, , ,3 ,
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South Carolina Electric & Gas Company

PART 1

ITEM l. Business.

The Company

South Carolina Electric & Gas Company (the " Company") is a South
Carolina corporation organized in 1924 and has its principal executive
office at 328 Main Street, Columbia, South Carolina 29218. Its telephone

number is 803-799-1234.

Lines of Business

The Company's principal business is the production, transmission,
distribution and sale of electricity and the purchase, transmission, distri-
bstion and sale of natural gas. The Comoany also renders urban bus service
in the cities of Columbia and Charleston. As of December 31, 1978, the

Company employed 3,079 persons as compared to 2,913 persons employed as of
December 31, 1977. The Company's business is seasonal in that sales of
electricity are higher during the summer months because of air conditioning
requirements, and sales of gas are greater in the winter months due to its
use for space heating. The approximate amounts and percentages of operating
revenues and operating income before income taxes for the five years ended
December 31, 1978 attributable to each line of business were as follows:

Operating Revenuer
__

Electric Gas Coach
Amount % Amount % Amount %

(Dollars in Thousands)
1974 ........ $227,803 81.8 $ 48,750 17.5 $2,024 0.7

1975 ........ 263,773 82.1 55,379 17.3 1,979 0.6

1976 ........ 275,892 78.8 71,948 20.6 1,996 0.6

1977 ........ 337,927 80.8 78,405 18.7 2,023 0.5

1978 ........ 382,370 78.7 101,804 20.9 1,927 0.4

Operatinn Income Before Income Taxes

Electric Gas _
Coach

Amount % Amount % Amount %

(Dollars in Thousands)
1974 ........ S 51,891 84.3 $11,084 18.0 $(1,412) (2.3)
1975 ........ 75,890 87.8 12,235 14.2 (1,725) (2.0)
1976 ........ 76,613 87.3 13,357 15.2 (2,225) (2.5)
1977 ........ 101,815 93.4 9,671 8.9 (2,522) (2.3)
1978 ........ 110,065 93.9 10,208 8.7 (3,087) (2.6)

Service Area

The Company's service territory is located in 24 counties in the
central, southern and southwestern portions of South Carolina. The area,

which exceeds 12,000 square miles, covers about one-half of the State with a
population of approximately 1.2 million. The most important industries in
territories served by the Company are: cotton, synthetic fiber and woolen
manufacturing, chemical and allied products, rubber and miscellaneous
plastic products, fiberglass, electronic equipment and cupplies, wood and
paper products, office machinery, metal products, fiberglass boats and
fishing rods, and stone, clay and sand processing.

jn<' I
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South Ce:olina Electric & Cas Company

Item 1. Business. (Continued)

Construction Program and Financing

The Company's construction program, which is subject to continuing re-
view and adjustment, for 1979 and the four year period 1980-1983 as now
scheduled involves costs estimated as follows (estimates include allowance
for funds csed during construction estimated at $24,751,000 for 1979 and
$56 213,000 for the 1980-1983 period and the cost of nuclear cores, estima-
ted at $95,093,000 for the 1979-1983 period):

Type of Facilities 1979 1980-1983
(Thousands of Dollars)

Electric
Generation .................... $ 97,717 $543,834
Transmission .................. 20,484 86,910
Distribution .................. 29,836 143,410
Other ......................... 4,976 10,600

Total Electric 153,013 784,754...........

7,187 19,214Gas ................................

Transportation (Coach) 287 301.............

Total Construction $160.487 $804,269.......

The Company's cash requirements for 1979 are estimated at $142,500,000
for its construction program and $43,600,000 for refunding and retiring
outstanding Company securities. Such cash is expected to be provided
through the public sales of securities, the sale of shares of common stock
pursuant to the Company's dividend reinvestment and employees' stock pur-
chase plans, the incurring of short-term indebtedness, and internally
generated funds. The timing and amount of such sales and the type of
securities will depend upon market conditions and other factors in existence
at the time.

A portion of the Company's 1979 financing was completed January 31,
1979 by the sale of $15 million of 8% preferred stock in a private place-
ment. The new $15 million issue replaces a 6-7/8% preferred issue in a like
amount which was retired January 31, 1979. Such $15 million is not included
in the cash requirements discussed in the preceding paragraph.

A
In addition to the cash requirements referred to above, during the

years 1980-1983, the Company has an aggregate of $195,734,000 of long-term
debt maturing (including sini.ing fund maturities, of which $20,498,000 are
expected to be satisfied by certifying ,,roperty additions) and $10,760,000
of purchase or sinking fund requirements for preferred stock.

The Company expects that on the average during the five years 1979-1983
approximately 58% of the cash requirements f or its construction program and
for the retirement of securities will require external financing
through the sale of securities or other financial arrangements and approxi-
mately 42% will be provided f rom internally generated funds.

a m,,
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South Carolina Electric & Gas Company

Item 1. Business. (Continued)

Construction Program and Financing (Continued)

The Company entered into agreements dated Septcmber 30, 1976, amended
August 1, 1977, with The Citizens and Southern National Bank of South
Carolina, as Trustee, and The Chase Manhattan Bank, for itself and as
agent for The South Carolina National Bank and Bankers Trust of South
Carolina, to finance its share of nuclear fuel for the intial core of the V.
C. Summer Nuclear Station. The Company has assigned its share of uranium
and processing contract rights to a trust which borrows the money from banks
to pay for the costs of such share up to an aggregate of $42,000,000,
including interest and fees, and the Company will pay the excess costs, if
any. The Company is unconditionally obligated to purchase its share of the
fabricated fuel from the trust prior to loading of the fuel into the reactor
or on June 30, 1980, whichever is earlier.

The Parr-Frees complex, currently under construction, is located
approximately 30 miles northwest of Columbia. It includes the Fairfield
Pumped Storage Project and will include the V. C. Summer Nuclear Station.
The Fairfield Pumped Storage Project (which includes a reservoir and eight
pumped storage units of 64,000 F.9 capacity each and is wholly owned by the
Company) was completed in 1978, at a total cost (including allcwance for
funds used during construction) of approximately $201,500,000, or $394 per
KW. This Project is used primarily as a peaking station in preference
to the Company's internal combustion turbines which are more costly to
operate.

The Company and the South Carolina Public Service Authority, a public
corporation of the State of South Carolina (" Santee-Cooper"), have contrac-
ted to become joint owners of the V. C. Sumn er Nuclear Station on the basis
of two-thirds by the Company and one-third by Santee-Cooper and to pertici-
pate, on a like basis, in the cost of construction, cost of operation and in
the energy output thereof. This nuclear station is expected to have a
capacity of 900,000 KW and is scheduled for completion and commercial
operation in late 1980. The fuel loading date for the V. C. Summer Nuclear
Station is scheduled for the summer of 1980. The estimated total cost of
this station is $756,000,000, or $840 per KW (including allowance for funds
used during construction but exclusive of nuclear cores), of which approxi-
mately $569,300,000 had been incurred at December 31, 1978.

The Company presently anticipates that two additional 550,000 KW
capacity coal-fired units will be required during the 1980's. Construction
of the first unit is presently expected to commence by 1980.

5 ' ' ' ' '
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South Carolina Electric & Cas Company

Item 1. Business. (Continued)

Electric Sales

Fo r the year ended December 31, 1978, residential sales accounted for
39% of operating revenues from sales of electricity; commercial sales 25%;
industrial sales 26%; sales for resale 7%; and all other 3%. The average
annual use per residential customer increased by 1% from 12,146 kilowatt
hours ("KWH") in 1977 to 12,269 KWH for the year ended December 31, 1978.
The Company promotes electric heating and had 64,714 residential heating
customers at December 31, 1978. This is an increase of 8,455 or 15% in such
customers since December 31, 1977.

In 1978 the Company supplied electricity to neighboring utilities as
follows: Georgia Power Company, 75,000 KW of firm power under an agreement
which expired February 9, 1979 and was not renewed; Carolina Power & Light
Company, 53,000 KW of firm power and 150,000,000 KWH annually under an
agreement expiring in 1980; and Duke Power Company, 21,375 KW of firm power
and 75,000,000 KWH annually under an agreement expiring in 1980. Fevenues
received from sales of electricity under these agreements amounted to
approximately 2.7% of the Company's total electric operating revenues during
the year ended December 31, 1978.

'Ihe Company furnished electricity to the Savannah River Proj ec t of
the Energy Research and Development Administration ("ERDA") under two
contracts, one for 30,000 KW of firm power which expired February 10, 1979
and the other for 40,000 KW of firm power expiring in 1980. The Company and g
ERDA are presently negotiating a new uontract for 70,000 KW of firm power to W
replace these contracts. Until such agreement can be reached, it has been
mutually agreed that the provisions of the 30,000 KW and 40,000 KW contracts
will remain in effect. The Company has an agreement to supply the Savannah
River Project interruptible energy, whenever available, if and when requested
by ERDA.

The Company furnishes elec tr ic ity for resale to three municipalities
and six electric cooperatives. The Company's sales to such municipalities
and cooperatives accounted for 0% and 1.4%, respectively, of the Company's
electric revenues for the year ended December 31, 1978.

Electric Interconnections

The Company's transmission system is part of the interconnected grid
extending over a large part of the central and eastern portion of the
nation. The Company, Virginia Electric and Power Company, Duke Power Company,
Carolina Power & Light Company and Santee-Cooper are members of the Virginia-
Carolinas Reliability Group, one of the several geographic divisions within
the Southeastern Electric Reliability Council which provides for coordinated
planning for reliability among bulk power systems in the Southeast.

Cas Operations

O
The Company serves natural gas to over 70 communities and at December

31, 1978, rendered service to 162,412 customers. For the year ended December
31, 1978, residential sales accounted for 32% of gas operating revenues;
commercial sales 17%; industrial sales 46%; and sales to two municipalities
5%. 3g9,n ,,
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South Carolina Eletric & Gas Company

Item 1. Business. (Continued)

Gas Operations (Continued)

Since 1953 the Company has purchased gas from Southern Natural Gas
Company (" Southern Natural") under long-term contract. Such contract
presently extends to 1989 and has a contract demand of 165,000 MCF per day.
However, the Federal Energy Regulatory Commission ("FERC") which term, as
used herein, includes its predecessor, the Federal Power Commission, has
established curtailment priorities applicable to deliveries by interstate
pipeline companies to their customers which require Southern Natural to
allocate gas to its customers based upon the "end-use" categories of the
ultimate consumers of such gas. Such categories give preference first to
residential and small commercial customers, second to large commercial
requirements and to certain limited industrial requirements and only then
to various industrial and other requirements.

On November 17, 1977 FERC issued an order placing a permanent cur-
tailment plan in effect. Such order, which became effective with respect
to Southern Natural on November 24, 1977, continued priorities based on
"end-use" but redefined certain "end-uses", tt ereby permitting reclassifica-
tion of certain consumers from one category of priorities to another. It

also made no distinction between firm and interruptible industrial sales.

Undar Southern Natural's curtailment plan, each of its customers, in-
cluding the Company, has a " base period allocation" arrived at on the basis
of gas consumption during a 24-month " base period" ended February 1973 by
the ultimate consumers of the gas in various "end-use" categories. The
daily volumes of gas covered by the base period allocations of Southern
Natural's customers are increased by specified amounts (which vary f rom
customer to customer and depend in part on the base period consumption by
their "end-users" in the first, second and third categories of priority)
for each degree by which the average temperature in the area served by
Southern Natural is estimated to be below 70 , provided that base period
allocations, as so adjusted, do not exceed contract demand. Deliveries of
gas are allocated by Southern Natural on a day-to-day basis among its cus-
tomers on the basis of gas available for delivery by its system and the
various base period allocations of its customers as adjusted for estimated
average system temperature. However, FERC curtailment priorities are not
applicable to deliveries by the Company to its customers, which are governed
by a separate curtailment plan approved by the Public Service Commission of
South Carolina ("PSC").

Under the PSC plan preference is also given first to residential and
small commercial customers and then to large commercial and certain limited
industrial requirements and to successively lower categories of p r io rit y ,
although there are some differences in the definitions of "end-use" for
purposes of FERC and PSC approved categories. The major difference between
the two curtailment plans is that gas is allocated under the FERC plan to
the Company on the basis of the "end-use" during the " base period" by the
Company's customers at that time with no provisions for changes in alloca-
tion to the Company because of changes in the numbers of or priority usages
by its customers, whereas deliveries by the Company under the PSC plan are
allocated to its present customers on the basis of their current "end-use"
of the gas.

b 0,



South Cacolina Electric & Cas Company

Item 1. Business. (Continued)

Gaa Operations (Continued)

The Company usually receives its full contract demand during the colder
months except on days when the average temperature in the area served
by Southern Natural is higher than normal. Ilowever, during the 1976-1977

winter, as a result of demands on the Southern Natural system because of the
unusually cold weather in the eastern half of the United States, coupled
with Southern Natural's depleted storage facilities, on two of the colder
days during January 1977 the Company received less than its full contract
demand. Between January 28, 1977 and February 12, 1977 the Company, pur-
suant to PSC order, curtailed all natural gas service to all custe ers
except those in the highest priorities of end-uses and for essential ant,

protection. Curtailments of gas service during the 1976-1977 winter did not
have a material adverse affect on the financial results of the Company's gas

operations despite a decline of 13.8% in the volume of gas sold during the
first two months of 1977 as compared with the comparable period in the
preceding year.

Since the Company could not be assured that it would always receive its
full contract allocation under its contract with Southern Natural, it took

steps to help supplement its supply. The Company, through its wholly-owned
subsidiary South Carolina LNG Company, Inc., completed in 1977 construction
of liquified natural gas (" LNG") facilities in Bushy Park near Charleston
which (1) enable the Company to liquefy up to 6,000 MCF of gas per day
during of f peak periods, (2) provide liquid storage for up to 1,000,000 MCF
of gas and (3) enable the Company to gasify up to 60,000 MCF per day when
required to meet the demands of its high-priority users. The natural gas
liquefied and stored in these facilities is taken from the Company's own
pipeline system during off peak periods out of gas supplied by Southern
Natural as described above. There is no separate contract or allocation
covering this gas. In addition, the Company has facilities for production
of gas from supplemental propane during periods of maximum demand upon the
system (commonly referred to as " peak shaving"). Such facilities have a
capability of approximately 58,200 MCF per day.

At the beginning of the 1978-79 winter season, the LNG storage facili-
ties were full and the Company had in inventory about 6,300,000 gallons of
propane (equivalent to approximately 525,000 MCF of gas). The Company also
had a contract for an additional 1,500,000 gallons of propane (equivalent to
approximately 125,000 MCF of gas) for use during the current winter season.
Since July 11, 1978 Southern Natural has been supplementing its domestic
natural gas supplies with purchases of LNG that are being imparted at Elba
Island, Georgia from Algeria. The Company is receiving some of this import-
ed LNG as part of its normal contract allocation. Because of the above, the

Company has not had to curtail any firm customers during the 1978-79 winter
season and does not expect to curtail its firm customers during the remaind-
er of such season.

O
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South Carolina Electric & Cas Company

Item 1. Business. (Continued)

Gas Operations (Continued)

On June 13, 1974 the PSC ordered the Company to continue to install
and furnish gas service to new and old residences located on existing
mains. To preserve its ability to supply gas to its existing firm customers,
the Company adopted the policy of not extending service to any other firm
customers and limiting its interruptible sales to a maximum of 1,000 MCF per
day on existing mains.

As a result of the increased availability of gas described above, effec-
tive October 1, 1978 the PSC removed part of its restrictions on new gas
customers and allowed the Company, under certain conditions, to install new
gas mains for the purpose of adding realdential and small commercial custo-
mers. The Company was also allowed to add large commercial and industrial
firm customers whose usage does not exceed 50 MCF per day for any purpose and
up to 500 MCF per day for any purpose other than boiler fuel. Additionally,
the Company was permitted to sell interruptible gas not to exceed 1,000 MCF
per day to existing customers with expanded requirements and to new customers
upon payment of costs to provide service.

Modifications to the Company's gas curtailment plan have effectively
eliminated the use of gas for firm boiler fuel. Separate residences and
" essential human needs" uses have been reclassified as the highest priority
under the plan. The plan is a modified "end use" curtailmer.t plan retaining
the distinction between firm and interruptible uses. The Company has made
a formal commitment to the PSC to submit by mid-1980 a gas curtailment
plan based on the "end use" of natural gas.

Although Southern Natural has repeatedly increased its tariffs to
the Company during the past several years, the Company's tariffs under
which its customers are billed permit adjustment in its rates in the event
of increases or decreaser in the cost of gas, including LNG and propane.
Accordingly, auch increases have been reflecte< in the Company's rates.

During the twelve months ended December 31, 1978 the Company's average
cost per MCF of natural gas purchased from Southern Natural was approxi-
mately $1.43. The cost for propane was approximately $2.99 per MCF and the
cost of regasified LNG obtained by liquefaction of natural gas from its own
system was approximately $2.49 per MCF.

Availability of Fuel

During 1978 coal provided the fuel for approximately 65% of the Company's
generation of electric energy (as compared with 69% for 1977), No. 6 fuel oil
approximately 27%, and hydroelectric power and No. 2 fuel oil (for internal
combustion turbines) the remainder. The decline in coal usage in 1978 was
primarily due to maintenance of coal fired generating units during this
period.

4 ^- ,r .
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South Carolina Electric & Gas Company

Item 1. Business. (Continued)

Availability of Fuel (Continued)

e
The Compaay estimates that during 1979 coal will provide the fuel for

approximately 73% of its generation of electric energy, No. 6 fuel oil

approximately 22%, and hydroelectric power and No. 2 fuel oil (for internal
combustion turbines) the remainder.

The following table sets forth the cost (in cents per million BTU)
of each category of fuel consumed in the Company's steam generating stations
as well as the percentage of total fuel requirements represented by each
category of fuel during each of the years 1973 through 1978.

Weighted
Average
Cost of

Year Coal No. 6 011 Nat. Gas All Fuels

Cost % Cost % Cost %

1973 .......... 50.08 71 49.57 16 50.54 13 50.62
1974 .......... 104.59 61 98.63 28 64.37 11 99.92
1975 .......... 120.46 59 114.01 28 74.66 13 113.76
1976 .......... 104.04 72 133.60 25 95.93 3 111.82
1977 .......... 118.34 73 164.84 25 124.48 2 130.94
1978 .......... 134.75 68 186.39 29 153.75 3 150.87

Coal. The Company uses coal for fuel at four of its six major ther-
mal plants. The Company uses unit train delivery of coni at all four of
these plants. Although the Company has not experienced significant difficul-
ties to date, future deliveries could be adversely affected by possif.le
shortages of locomotives and cars for coal delivery and by railroa' lam
difficulties. On February 28, 1979 the Company had in excess of a i.) day

supply of coal in inventory.

The supply is obtained through contracts and purchases on the spot
market. The Company has negotiated and is negotiating renewals of several
of its contracts for the purchase of coal. The Company's contracts for the
purchase of coal represent the following percentages of the Company's
estimated requirements for 1979 (3,852,000 tons) and expire at the dates
indicated (giving effect to the Company's intention to exercise renewal
options):

Range of % of

No. of Tons % of 1979 Sulfur Content Initial Final

Per Year Requirement per Contract Expiration Date Expiration Date (1)

1,050,000 27.3 1.2 - 1.5 12-31-80 12-31-90
750,000 19.5 1.5 - 2.0 12-31-80 12-31-90
'e00,000 10.4 1.0 - 1.2 4-30-82 4-30-92
180,000 4.7(2) 1.0 - 1.5 7-31-79 7-31-88
260,000 6.7 1.0 - 1.75 3-31-80 3-31-81
336,000 8.7(2) 1.0 - 2.0 9-30-79 9-30-80
360.000 9.3(2) 1.0 9-30-79 9-30-80

3,336,000 86.6

(1) Contract extensions subject to mutual agreement on price, quantity and quality.'

(2) Assume extension of original contract through remainder of 1979.

' -| 9tn/
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South Carolina Electric & Cas Company

Item 1. Business. (Continued)

Availability of Fuel (Continued)

All of the above contracts are subject to periodic price adjustments,
based on changes in indices published by the U. S. Department of Labor
and others.

The Company expects to continue spot market purchases of its coal
requirements in excess of those provided by its existing contracts. How-
ever, there is no assurance that coal will be available on a spot basis in
the future or that it will be available at reasonable prices. The delivered
cost of spot coal received during December 1978 averaged S 1.35 per million
BTU and S 32.11 per ton, and the average delivered cost of all coal re-
ceived, both spot and under contract, during such mor th was $1.45 per
million BTU and $35.79 per ton.

The average costs per ton of coal consumed for the years 1973 through
1978 were $12.23, $25.49, $29.72, $25.63, $28. 50 and $32. 71, respectively.

The coal purchased by the Company in December 1978 had an average
sultor content of 1.19%, which is less than the maximum permitted by exis-
ting regulations, and the Company believes that its operaticas are in
substantial compliance with all existing regulations relating to the dis-
charge of sulfur dioxide. The Company has not been advised by officials of
the South Carolina Department of Health and Environmental Control that any
more stringent sulfur content requirements for existing plants are contem-
plated. (See " Environmental Control Matters")

Fuel 011. Two of the Company's major thermal plants use No. 6 fuel
oil to fire their boilers. Oil for the Williams Station, the newest plant
on the Company's system, is supplied by Exxon Company, U.S.A. (" Exxon ~')
under a contract expiring in 1992, subject to renegotiation of price in 1982
and 1987, providing for the estimated maximum requirement of 6 million
barrels per year or 100% of the actual requirement, whichever is less. The
price of oil is based upon the market price less a discount. The contract
for oil at Plant Hagood (also with Exxon) provides for supply of Plant
Hagood's requirements at market price less a discount over the seven year
period 1976-1982.

Oil for the Williams Station is barged up the Cooper River from Char-
leston, South Carolina in 20,000 barrel barges and stored at a tank farm.
Oil for Plant Hagood is shipped via pipeline from the supplier's terminal in
Charleston, South Carolina.

The Company's internal combustion turbines, used caly at times of
maximum demand upon the Company's generating system, burn natural gas and
No. 2 oil. The quantities of such fuels used are not significant and the
Company presently has adequate supplies of No. 2 oil for its current needs.

<n7<~i *
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South Carolina Electric 6 Cas Company

Item 1. Business. (Continued)

Availability of Fuel (Continued)

Nuclear. As discussed more fully under the caption " Construction
Program and Financing", the Coepany is constructing the V. C. Summer Nuclear
Station which is its first nuclear generating station and is expected to
be compl<ted in 1980. The following discussion sets forth the factors
affecting current and future availability of uranium to fuel the V. C.

Summer Nuclear Fiacion.

In order to fuel and operate a nuclear generating station, six distinct
stages of the fuel cycle are involved: (1) the mini g and milling of
uranium ore to yield uranium concentrates, (2) the conversion of uranium
concentrates to uranium hexaflouride, (3) the enrichment of the uranium
hexafluoride, (4) the conversion of the uranium hexafluoride to uranium
dioxide and the fabrication of fuel assemblies into which the uranium
dioxide is incorporated, (5) the utilization of the nuclear fuel in the
generating station reactor and (6) the reprocessing of the spent fuel
incluling the appropriate disposition of radioactive vastes or disposal of
spent fuel without reprocessing.

The Company has a contract with Westinghouse Electric Corpor?. tion
for the supply of uranium concentrate, conversion and fabrication and with
the ERDA for supply of enriching services for the V. C. Summer Nuclear
Station. The contract with Westinghouse covers the initial core loading of
three regions ani eight yearly reload regions for a total of 11 regions of
fuel. (A region represents approximately one-third of che nuclear cores in
the reactor at any time.) Under anticipated operating conditions this would
cover a period of approximately ten years. It will be necessary for the

Company to enter into future contracts to cover the difference between its
total requirements and those covered by its present contract. The contract
with the ERDA is a " requirements" ' fla contract whereby the ERDA supplies
total enriching requirements for the unit through the year 2002. There are

presently no reprocess:ng facilities in operation in the United States
available to utilities for reprocessing of spent fuel. President Carter has

announced his opposition to reprocessing. Tha Company estimates that the
spent fuel storage facilities at the V. C. Summer Nuclear Station will be
adequate for at least 10 years of operation. In addition, there will be
sufficient on-site storage capacity to permit storage of the entire reactor
core in the event that complete unloading should become desirable or neces-
sary for any reason.

The following table summarizes the Company's contract commitments for
the stages of nuclear fuel assemblies:

Operating
Years

Commitment Contractor Regions Estimated

Uranium Concentrate Westinghouse 1-11 1980-1989
Conversion Westinghouse 1-11 1980-1989
Enrichment ERDA * through 20C2 gFabrication Westinghouse 1-11 1980-1989
Reprocessing None None None

* Requirements Contract

ia /' nia
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South Carolina Electric & Cas Company

Item 1. Business. (Continued)

Availability of Fuel (Continued)

On September 8, 1975 Westinghouse notified the Company that "Under
present and anticipated market conditions, Westinghouse finds itself unable
to obtain sufficient uranium to meet... customer needs except at such onerous
prices that performance on Westinghouse's part would be commercially imprac-
ticable". On October 22, 1975 the Company commenced an action against Westing-
house in the U. S. District Court for the District of South Carolina seeking
specific performance of the uranium supply provisions of the contract and
damages for its breach. Such action was consolidated ''ith other similar
actions by other utility companies against Westinghouse and transferr(a
to the U. S. District Court for the Eastern District of Virginia.

On February 3, 1976 Westinghouse consented to an order of the U. S.
District Court for the Eastern District of Virginia requiring it to deliver,
without prejudice to the position of any of the parties as to their ultimate
obligations, quantities of uranium concentrates at the contract price equal to
its inventories of uranium concentrates then on hand and on order to the extent
received. The Company has received approximately 731,000 pounds of uranium
concentrates, which is approximately 18% of the original Westinghouse commit-
ment to the Company (estimated et approx: ately 4,100,000 pounds) and 82% of
the first core fuel requirements (estimateo at approximately 888,000 pounds).

The contract with Westinghouse provides for a base price subject to
increases or decreases in price according to changes in various indices
published by several Federal agencies. ihe contract price for the 731,000
pounds of uranium concentrates was S13.66 per pound. The Company has purchased
on the open market, at prices averaging approximatly $40 per pound, suf ficient
quantities of uranium to meet the fuel requirements of the initial core.

On October 27, 1978 the United Stetes District Court for the Eastern
District of Virginia ruled that Westinghouse Electric Corporation had breached
its contract to supply uranium for the V. C. Summer Nuclear Station.
A trial to determine whether the Company is entitled to an order requiring
Westinghouse to perform the remn'rder of the contract and the amount of damages
due the Company is scheduled for May 1979. -

The Company cannot at this time estimate the amount of damages occa-
sioned by Westinghouse's actions because the contract calls for performance
by Westinghour.e over a period of year <. The Company is continuing discus-
sions with Westinghouse and also with other suppliers for the purpose of
obtaining an adequate supply of uranium and minimizing any damage to the
Company or cost to its customers resulting from the actions of Westinghouse.
The Company intends to advise the PSC of the results of the negotiations
prior to entering into any settlement of the dispute with Westinghouse. The
Company does not anticipate that uranium supply problems are likely to result
in a delay in completion or operation of the V.C. Summer Nuclear Station.

. - , ,
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South Carolina Electric & Cas Company

Item 1. Businesh (Continued)

Regulation

The Company is subject to the jurisdiction of the PSC as to electric
retail and gas rates, service, accounting, issuance of securities (other
than short -te rm unsecured promissory notes) and other matters. The Company
is subject to the jurisdiction of the FERC in the transmission of electric
energy in interstate commerce and in the sale of electric energy at whole-
sale for resale, as well as with respect to licensed hydroelectric projects
and certain other matters, including accounting, but not with respect to the
issuance of securities except for short-term unsecured promissory notes.
The Company is not subject to the Public Utility Holding Company Act of
1935. The Company is exempt from the provisions of the Natural Gas Act.
The Department of Energy Organization Act of 1977 created a new department
within the Executive Branch with the responsibility for coordinating and
administering national energy policy and programs to which the Company is
subject.

In September 1978 the FERC asserted jurisdiction under the Federal
fower Act over the issuance of short-term indebtedness by the Corpany on
the ground that the PSC does not regulate the issuance of such short-term
indebtedness. The FERC has asserted that the Company is not permitted to
issue such irdebtedness in amounts exceeding 5% of the par value of its
outstanding securities (approximately $45,000,000 at December 31, 1978)
without approval by the FERC. On December 26, 1978 the Company filed an
application to the FERC pursuant to Section 204 of the Federal Power Act
seeking authority to issue up to S110 million unsecured promissory notes or
comme rc ia l paper, with maturity dates of twelve months or less, but not
later than December 31, 1980.

In connection with the Company's proposed construction program (see
" Construction Program and Financing"), it will be necessary to obtain
regulatory authorizations, permits and licenses, including permits and
licenses from the Nuclear Regulatory Commission ("NRC"), a successor to the
Atomic Energy Commission ("AEC"), and a license from the FERC. The Company
has been granted a construction permit for the V. C. Summer Nuclear Station
by the AEC and as of August 28, 1974 the FERC issued to the Company a
license for the Fairfield Pumped Storage Project, which includes the Com-
pany's existing Parr Shoals Project. The United States Court of Appeals for
the District of Columbia Circuit has under review an NRC rule that estab-
lished on a generic basis the environmental effects of fuel reprc_essing and
radioactive waste disposal to be assigned to the operation of nuclear power
reactors. NRC has reopened the rule-making proceeding and has adopted an
interim rule that allows resumption of licensing subject to the condition
that the licensed p oject be in compliance with such final rule as may be
adopted. The Company is unable to predict whether the reopened rule-making
proceeding will delay the issuance of an operating license for the Summer
Station which is presently scheduled to load fuel in the summer of '980.
The Company has made and will continue to make substantial investments
(S375,300,000 at December 31, 1978) and commitments in the nuclear station
prior to the completion of licensing and other proceedings by governmental
bodies. There can be no assurance that the requisite authorizations will be

O
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South Carolina Electric & C " Company

Item 1. Business. (Continued)

Regulation (Continued)

obtained by the Company. This situation, which s common to electric
utilities in general, is necessitated by the complexity of present-day
electric utility technology and the time required for the construction
of new electric generating and transmission facilities and for completion of
the licensing and other proceedings referred to above.

A petition to intervene by a resident of Fairfield County in the
Application for an Operating License for the V. C. Summer Nuclear Station,

raising safety and environmental issues, has been granted by the NRC. Such
interventions are frequently encountered in licensing applications before
the NRC and may result in delays in the lestiduct: of licenses. This proceed-

ing is in its preliminary stages and it is not possible to determine whether
there will be a delay in the issuance of the license for the V. C. Summer

Nuclear Station as a result cf th0s intervention.

On December 6, 1978 Central Electric Power Cooperative !" Central"), a

customer of South Carolina Public Service Authetity and of the Company
(the licensees), petitioned the NRC to make a findieg cf significant change in
the licensees' activities and to refer the raat t e r to the Attorney General
of the United States for an anti-trust review and his advice as to any
conditions relating to the anti-trust laws that should be placed in the
operating license for the V. C. Summer Nuclear Station. The petition as
amended alleges that the licensecs agreed to restrict competition between
themselves in the sale of electric power, that Central is almost entirely
dependent upon the Authority for bulk power supply, and that the Authority's
dual rates to Central unfairly restrict Central's constituent meabers from
competing with the Authority for large power loads. The Company has opposed
such petition. While the ultimate relief sought bp Cetxrsl in Ata petition
is not clear, the NRC has no direct jurisdictico over the Company's rates,
and Central's petition states that " Central notes that it is dependent on
[the Authority] for almost all of its power supply ar.d would suf fer serious
injury if there were to be any delay in granting a r. operating license for
said Summer unit." The Company does not believe, even if the petition were
granted, that any such anti-trust review would result in delay in issuance of
the operating license.

The Company holds licenses under the Federal Water Power Act or Federal
Power Act with respect to all its hydroelectric projects. The licenses
covering the projects expire as follows: Neal Shoals (5,000 KW capability)
and Stevens Creek (9,000 KW capability) 1993; and Parr Shoals (14,000 KW
capability) and Fairfield Pumped Storage Project (512,000 KW capability)
2020. The license for the Columbia project (10,000 KW capability) expired in
1970 and the license for the Saluda project (206,000 KW capability) expired
in 1977, at which times the Company made timely filings for new licenses.

;- ,r7
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South Carolina Electric 6 Cas Company

Item 1. Business. (Continued)

Regulation (Continued)

Annual licenses for these two projects are in effect while the FERC is
reviewing the Company's application for such new licenses. The FERC has
allowed Central Electric Cooperative, Inc. to intervene in the proceedings
on the application for a new license of the Saluda project for the purpose
of obtaining an article in the new license requiring the Company to enter
into wheeling, pooling and reserve sharing arrangements with it, but not for
the purpose of opposing a new license. The Company has opposed such inter-
vention. The Company cannot determine the probable outcome of these pro-
ceedings on its business or the results of its operations.

At the termination of a license under the Federal Power Act, the
Un it c .i States may take over the project covered thereby, or the FERC may
exte.d the license or issue a license to another applicant. If the United

Staies takes over a project or the FERC issues a license to another, the
original licensee shall be paid its " net investment" in the project (not to
exceed fair value), plus severance damage.

On November / and November 22, 1977 the PSC ordered the three major
electric utfitles serving the State of South Carolina to report to it
annually on proposed programs for customer load control and load management.
The announced purpose of requiring the reports is to enable the PSC and its
staff to assess the potential and actual impact of such programs on the
utilities and their customers. Along with other utilities across the nation,
the Company is studying such load management techniques including direct
control over certain customer appliances, time of day pricing, peak load
pricing, and other current rate designs.

Several bills have recently been filed with the South Carolina General
Assembly which, if adopted, would prohibit South Carolina utilities (includ-
ing the Company) from utilizing fuc1 curcharges on jurisdictional electric
rate schedules and purchase gas cost adjust nent clauses on gas rate sched-
ules, eliminate the present ability of utilities to collect rate increases
subject to refund pending approval by the PSC and change the process by
which membership of the PSC is determined. Similar bills have been filed in
prior sessions but were not adopted. The Company cannot predict whether any
of such legislation will be adopted or what effect such adopt ion would have
upon the Company, but such effect could be materially adverse.

Rate Matters

Electric - On December 13, 1977 the PSC granted an electric retail rate
increase amounting to $21,797,000 annually based on a test year ended
December 31, 1976, or approximately 72% of the amount requested in an
application by the Company filed November 12, 1976. The order also required

refunds to the Company's retail customers of approxinately $2.8 million of
revenues cc. lected under bond plus interest (such refund was made during'

February 1978) and approximately $7.0 million from net interchange sales to
other ut il it y companies during 1977, plus interest. The rates directed by

the PSC were placed into effect with bills rendered during January 1978. In

its order the PSC allowed the Company an overall rate of return of 9.33% on
total capitalization, including a 13% return on the equity component.

.
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South Carolina Electric & Cas Compan

Item 1. pusiness. (Continued)

Rate Matters (Continued)

During January 1978, the Company appealed to the Court of Common Pleas
from that portion of the PSC order requiring a refund of S 7. 0 million and
the Court granted a stay of such refund until the Company's appeal could be
heard by the Court of Common Pleas. No ruling was made by that Court
regarding the order by the PSC to refund S7.0 million pending a determina-
tion by the South Carolina Supreme Court as to the timeliness of the Com-
pany's petition to the PSC for a rehearing.

Certain parties, including the Attorney General of South Carolina,
appealed the portion of the PSC order which granted the rate increase.
The Court of Common Pleas upheld that portion of the order of the PSC
on September 21, 1978 and the decision was appealed to the South Carolina
Supreme Court. The adverse parties withdrew their appeals and the South
Carolina Supreme Court issued orders dismissing them on November 3, 1978
and November 10, 1978. Neither the Company's appeal to the Court of Common
Pleas nor the appeal by the adverse parties to the South Carolina Supreme
Court as to the timeliness of the Company's petition to the PSC for a
rehearing of that portion of the PSC's order relating to the S7.0 million
refund were affected by these orders.

On January 29, 1979 the South Carolina Supreme Court ruled that the
Company's petition to the PSC for a rehearing wa s timely filed and the
Company's appeal can now be heard by the Court of Common Pleas. No date for
argument of the appeal has been set.

On March 31, 1978 the Company filed an application with the FERC for
a rate increase of approximately 14.0% of revenues to wholesale electric
customers. This rate increase would produce additional revenues of approxi-
mately S2.3 million annually, based on a projected 1978 test year. On June
14, 1978 the FERC accepted the Company's application to increase such
rates. On July 14, 1978 the FERC issued an order allowing the Company to
place the proposed rates into effect on November 15, 1978 subject to refund.
The amount collected subject to refund was approximately S160,000 at Decem-
ber 31, 1978.

The Company's wholesale customers have opposed the increases and
have alleged that the increases would result in an unlawful " price squeeze"
which would adversely af f ec t their abiliti to compete for large retail
customers. The FERC has allowed the customers to intervene, and an adminis-
trative law judge has set March 27, 1979 as the date for a hearing on
justness and reasonableness.

In an order dated January 15, 1979 the PSC suspended use of the Company's
automatic electric fuel adjustment clause. Instead the PSC will set the fuel
component in base rates at a level which should recover projected fuel costs
for the next six months. The new fuel cost recovery procedures require the
PSC staff to review actual fuel costs monthly and the PSC to evaluate the
effectiveness of the new procedures every three months. Every six months the
PSC will hold hearings to make any necessary changes in the fuel component
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Scuth Carol!na Electric & Cas Company

Item 1. Business. (Continued)

Rate Matters (Continued)

in base rates, including any over or under collection experienced during the
preceding six month period. The first hearing is expected to take place in
July 1979; however, the Company can request or the PSC can convene a hearing
at any time circumstances warrant a reconsideration of the fuel component of
the base rate.

In this Order the PSC increased the fuel component in base rates from
S.015 to S. 0162 5 pe r KWil effective with bills rendered on and after the
first billing cycle of February 1979. In the opinion of the Company's
management these changes in the Company's fuel cost recovery procedures will
not have a materially adve se effect on the Company, financially or otherwise.

Gas - On September 29, 1978 the PSC issued an order af f ecting the Com-
pany's gas operations as follows:

(1) The Company was authorized to change the basis of its billing from
volumes of gas delivered to tha heating value of the gas measured in therms
starting with the first billing cycle in November 1978. The need for therm
billing was brought about by the introduction of imported natural gas
into the Company's system. This imported gas has a higher heat value
than domestic natural gas which means that a given amount will generate more
heat than an equal amount of domestic natural gas. Therefore, the charges
billed are for the actual amount of heat used by customers. The switch to
therm billing does not increase revenue to the Company.

(2) Effective with the first billing cycle in October 1978, the cost (f gas
in the Company's base rate was increased to 50.159 per therm. The change
will not increase revenue to the Company nor will it increase a customer's
bill. It was done to more nearly reflect in base rates the actual cost of
gas, due to increases in price, from the Company's supplier.

The Company's management intends to make application for future rate
increases as may be required to support the financing of its construction
program.

Environmental Control Matters

Both federal and state authorities have imposed various environmental
control requirements reinting primarily to airborne pollutten and liquid
discharge of pollutants, including heat, into waters in the vicinity of
the Company's plants. The Company is attempting to insure that its faci-
lities meet applicable environmental regulations and standards. It is not
possible to forecast the ultimate effect of environmental quality regula-
tions upon the existing and proposed facilities and operations of the
Company. Moreover, developments in these and other areas may require the
Company to modify, supplement or replace equipment and facilities, at costs
which could be substantial, and may delay or impede construction and opera-
tion of new facilities.

O
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South Carolina Electric & Cas Company

Item 1. Business. (Continued)

Environmental Control Matters (Continued)

Air Quality Control. In 1971, pursuant to the Federal Clean Air Act of
1970 ("1970 Act"), the Environmental Protection Agency (" EPA") promulgated

primary and secondary ambient air quality standards with respect to certain
air pollutants including particulates, sulfur oxides and nitrogen oxides. In

keeping with these regulations, South Carolina has adopted implementation
plans containing standards limiting emissions of particulates, sulfur oxides
and nitrogen oxides, which were generally designed to achieve the primary
ambient air quality standards by 1975 and the secondary ambient air quality
standards within a reasonable time thereafter. The effect of the South
Carolina Department of Health and Environmental Control ( "DH EC") standards is
that in all portions of the Company's service area, except for Charleston and
Aiken Counties, the Company may not burn coal having a sulfur content in
excess of 2.18% by weight . For Charleston and Aiken counties, such maximum
sulfur content is 1.44%. The Company has been able to purchase sufficient
fuel meeting such requirements for all of its plants. EPA has taken the
requisite action approving the implementation plans submitted by D11EC.

The Company's air pollution control systems are subject to periodic
inspections by DilEC and EPA. Opacity monitors have been installed on all base
load fossil fuel plants. Preliminary studies based on incomplete data from
the monitors indicate that certain of the Company's fossil fuel units are not
in continuous compliance with DilEC regulations. The Company is evaluating
various methods for achieving compliance. These include:

(1) reducing load at noncomplying units and transfer of load to complying
units;

(2) improving existing electrostatic precipitators;

(3) testing of flue gas conditioning chemicals at coal-fired plants to
improve precipitator efficiency; and

(4) obtaining more dependable supply of coal of proper quality (low ash,
high BTU content, and with adequate sulfur content, but within regula-
tory requirements) to ensure that the electrostatic precipitators
operate at maximum effectiveness and within existing environmental
constraints.

If the preceding measures are not sufficient to achieve compliance with
the opacity regulations, then retrofitting of other flue gas treatment
devices will be required, including additional electrostatic precipitators
or installation of other devices. The cost is nct presently determinable
but it could be substa.*tial.

By letter dated January 3, 1979 EPA notified the Company of certain
violations of the South Carolina Air Pollution Regulations relating to smoke
emission at the Company's Canadys Station. The Company is negotiating with
DHEC on the terms of an order requiring compliance by July 1, 1979.
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South Carolina Elect rie & Cas Company

Item 1. Business. (Continued)

Environmental Control Matters (Continued)
O

The Company is unable to predict whether it will be able to obtain
continuous compllance at its existinn fossiI fuel stattons without materI-
ally affecting its operations as presently conducted. In the future compli-

ance with visual opacity and other air quality regulations could result in
higher capital and operating costs.

In Juu: 1973 an evenly divided United States Supreme Court left stand-
ing an opinion of a lower Federal court to the effect that EPA could not
approve state implementation plans which would permit significant deteriora-
tion of ambient air quality in areas in which air quality is better than
national primary and secondary standards. Neither the court opinion nor the
1970 Act defines "significant deterioration". Air quality in the areas in
which many of the Company's existing and planned generating facilities are
located la believed to exceed the national standards. EPA issued regula-
tions effective January 1, 1975 setting up a mechanism for preventing
"significant deterioration" of air quality in areas where air quality
exceeds the national ambient air quality standards. The regulations provide
for designation by each state of three classifications of areas, and for
varying limitations on the extent to which changes in air quality in such
areas would be deemed to constitute "significant deterioration". The State
of South Carolina control standards presently classify areas affecting the
Company's operations in a manner required by the EPA regulat ions. Although

the Company bclieves that it presently is in substanttal compliance with
applicable regulations (except as noted above), changes in EPA and the State
of South Carolina regulations or in the availability ef fuel could materi-
ally affect the Company's power resources and, operating expenses. The 1977
amendments to the 1970 Act (i) require state regulations to prevent signifi-
cant deterioration of areas cleaner than required by EPA regulations, (ii)
establish specific increments for particulates and sulfur dioxide, (iii)
require EPA to promulgate by August 1979 increments of, or other means to
prevent significant deterioration from, oxides of nitrogen, hydrocarbons,
carbon monoxide and photochemicals, and (iv) require new plants to use the
best method of continuous emission reduction, regardless of fuel content.
Accordingly, the Company believes that the new standards have the potential
for restricting the number of sites available for future fossil fuel gener-
ating plants and the total generating capability which may be installed at a

given site and that they will impose higher capital and operating costs on
new generating plants.

Water Quality Control. The Federal Water Pollution Control Act of
1972 as amended in December 1977 ("1972 Act") provides for the imposition
of effluent limitations to regulate discharges of pollutants, including
heat, into the waters of the United States. With respect to existing
plants, the 1972 Act requires that there have been achieved by (1) July 1,

1977 effluent limitations that require application of the "best practicable
control technology currently available" and (ii) not later than three
years after the effective date, or not later than July 1, 1984, whichever is
later, but in no case later than July 1, 1987, effluent limitations that
require application of the "best available technology economically achiev-
able".
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South Carolina Electric & Cas Company

Item 1. Business. (Continued)

Environmental Control Matters (Continued)

Compliance with applicable ef f luent 1imitattons f or the discharges f rom
point sources at the Company's power plants is achieved by a permit system
established under Section 402 of the 1972 Act which utilizes effluent
limitations based on guidelines promulgated by the Administrator of EPA. As

a result of an appeal of EPA's guidelines relating to "no discharge" of heat
and certain chemical limitations, the Administrator of EPA is now recon-
sidering such guidelines. The Company filed timely applications for permits
for its plants and permits have been issued by DHEC for all of the Company's
generating stations. The Company has received variances for the discharge of
heated water at tour of its plants. The Company has completed waste water
treatment facilities for all of its operatonal steam electric generating
stations, and it believes that it is in substantial compliance with all
permits except at the Williams Station, where monitoring of the effluent
from the ash pond indicates that the effluent frcm the pond contains com-
pounds in excess of those allowed by the Company's discharge permit.
Chemical and biological studies have been conducted to determine the cause
of the excess compounds, and a report has been submitted to DHEC for com-
ment. Further studies and additional chemical treatment systems may be

required. The Company is unable to predict the cost of such treatment
system untti the result of. the studies has been obtained. The Company has
notified DilEC of the matters described above and DHEC has indicated that no
enforcement proceeding is contemplated at this time.

In addition, the 1972 Act requires that the location, design and
construction of cooling water intake structures for both new and existing
generating plants reflect the "best technology available for minimizing
adverse environmental impact". EPA's interpretation that the 1972 Act
requires cooling towers at existing plants has been challenged by a group
of concerned utilities (including the Company). On November 11,1977 the

Court of Appeals for the Fourth Circuit set aside the EPA regulations on
the ground that they had been invalidly promulgated. EPA has determined
that intake structures at all of the Company's plants, except Williams
Station, meet the requirements of the 1972 Act. A decision in regard to

Williams Station is pending. The Company is presently unable to determine
whether substantial changes in cooling water intake structure for the
Williams Station will be required, or the amount of expenditures required to
make such changes, but the cost of compliance could be substantial.

In addition to the 1972 Act and the regulations thereunder, the Company
must comply with the South Carolina Water Quality Standards. The Company
believes it is in substantial compliance with such Standards.

On November 21, 1975 EPA promulgated regulations pursuant to the 1972
Act which would require, among other things, assessments and allocations of
the discharge of pollutants, including thermal discharges, and would affect
the permits issued under Section 402 of the 19 72 Act. An appeal of the

regulations is now pending. The Company is unable to predict the effect of
the regulations except that they could result in higher capital and operat-
ing costs and could restrict sites available for future expansion of the
Company's generating facilities.
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South Cnrolina Electric 6 Gas Company

Item 1. Busin9ss. (Continued)

Environmental Control Matters (Continued)

On October 13, 19/2 a landowner on the shores of the Company's FERC
licensed hydroelectric Saluda project (" Lake Murray") filed a complaint
with the FERC alleging a violation of the Company's license due to the
Company *s failure to prevent unauthorized discharges (and proposed dis-
charges) of effluent into Lake Hurray by other persons, corporations and
agencies owning or leasing property on Lake Murray, including a state
recreational facility which has been granted a lease by the Company (ap-
proved by the FERC), a landowner which has been granted an easement by the
Company to lay a pipe along the lake bottom for the discharge of treated
effluent (the granting of such easement was approved by order of the FERC
and such order was affirmed by the U. S. Court of Appeals, District of
Columbia ( cuit, following a petition for review by the same landowner who
brought the October 13, 1972 complaint), other landowners to whom easements
have been granted by the Company subject to FERC approval and owners and
lessees with whom the Conpany has no such relationship. The complaint
requests, among other things, that the FERC revoke the license for such
project. The Company has filed its answer stating that it is in material
compliance with the terms of its license, the rules and regulations of the
FERC and the rules and regulations of other Federal, State and local agen-
cies having jurisdiction over environmental matters involving Lake Murray.
On September 10, 1973 the FERC ordered an investigation into the existing
and future uses of the lands and waters of Lake Murray.

On September 30, 1977 an admininstrative law judge issued an Initial
Decision which among other things found that the present water quality
within Lake Murray is acceptable, but that in the future there could be
land use and water quality problems which might impair the recreational
uses and aesthetic qualities of Lake Murray. The Decision recommended
among other things that in the re-licensing proceeding for the Project
the Company and the FERC develop a land and water management plan that in-
cludes water quality controls and a land-use plan providing for a buffer zone
around the shoreline of Lake Murray. The Company had filed a brief on excep-
tions with the FERC seeking clarification of the Initial Decision. The
Company is unable to predict when a final decision will be reached but the
Company believes that such decision will not have a material effect on the
Company *s operations.

In the years 1970 through 1978, the Company's expenditures for en-
vironmental control facilities amounted e approximately $15,100,000.
It is not possible for the Company to estimate all future costs for environ-
mental purposes but it forecasts minimum capitalized expenditures therefor
of at least SI,700,000 for 1979 and S96,300,000 for the years 1980 to 1983,
inclusive. These expenditures are included in the Company's construction
program. See " Construction Program and Financing."

O
,,, _,
kv J I

22



South Carolina Electric & Gas Company

Item 1. Buniness. (Continued)

Other Matters

The Company is required to continue its coach operations so long as
it exercises its existing electric and gas franchise rights in the City
of Charleston. For many years the Company's coach operations in the City
of Charleston have resulted, and continue to result, in substantial oper-
ating losses, anounting to approximately half the operating losses of the
coach division (see " Lines of Business"). The Company has had discussions
with the C'1arleston Area Transit Committee ("CATC") looking towards a transfer
by the Company to a public body of its coach properties and operations.
CATC has proposed to the Company that the Company pay $8,500,000 over the next
15 years and donate the coaches involved in the Charleston operation (with a
book value at December 31, 1978 of $138,900) in consideration of its being
released of its obligations to continue its coach operations in the City.
Negotiations are still proceeding and the Company is unable to predict at this
time their final outcome. Any agreement between the Company and CATC would be
subject to the approval of the Company's Board of Directors, the PSC and the
local governments involved. The accounting treatment of such payments and of
the assets transferred would depend, at least in part, upon the provisions of
the PSC order issued in connection with the transfer but it is possible,
although not certain, that the entire amount of the future payments and assets
transferred could be charged to net income in one year.

One of the Company's wholly-owned subsidiaries, Energy Subsidiary,
Inc., is primarily engaged in the holding and development of real property.
The Company's investment at December 31, 1978 in the subsidiary was approxi-
mately $11,700,000. In 1974 the Company announced, following communications
with the PSC, that it would not enter into new real property acquisitions
but would continue to fund the subsidiary's existing obligations while
it makes an orderly disposition of the subsidiary's holdings. The PSC
requires the Company to file semi-annual reports on the progress of the
divestment of the real property.

The Price-Anderson Indemnification Act, which was passed by Congress in
1957, limits the liability of a power company operating a nuclear reactor
to $560 million for one nuclear accident and provides for governmental indem-
nification above any available privately offered insurance such that the total
amount of indemnification is equal to $560 million. The Act provides that
all owners of nuclear reactors may be assessed up to $5,000,000 per reactor for
each nuclear accident occuring at any reactor in the United States with a limit
of two assessments per year (a retroactive premium). The Company's maximum
exposure 5 uld be $6,667,000 per year under this legislation.
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South Carolina Electric & Cas Company

Item 1. Business. (Continued)

Other Matters (Continued)

The Department of Energy has asked Congress for authority to acquire or
build temporary storage facilities for spent fuel f rom nuclear reactors.
Such f acilities would:be financed through assessments against utilities with

nuclear facilities. The Company cannot predict whether such authority will
be granted or the extent to which the Company would be subject to assessment
or the ultimate effect of any such procedure upon the Company.

Recently enacted Federal energy legislation seeks, through various
regulatory and tax provisions, to achieve the cor.servation of energy and the
development and use of more plentiful domestic fuels. Among other things,

this legislation provides for consideration by state regulatory commissions
of certain electric rate design policies, new standards governing intercon-
nections and wheeling of power, tax credits to encourage the construction of
equipment for the production and use of coal, prohibitions against the use
of oil or gas as fuel in existing indus t r ial and utility f acilities with
coal burning capability, and regulation of the price of intrastate gas by
the Federal government. The Company is unable to predict the effect of this
legislation upon it.
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South Carolina Electric & Cas Company

EXECUTIVE OFFICERS OF THE LOMPANY

Arthur M. Williams, Chairman of the Board and Chief Executive
offleer, Age 64

Mr. Williams has served as Staff Counsel, Vice President and
Staff Counsel, Senior Vice President, President, President and Chief
Executive Officer; and on May 18, 1977, became Chairman of the Board and
continued as Chie. Executive Officer. He has been an executive officer
since 1959.

During the past five years, he has served as President and Chief
Executive Officer and Chairman of the Board and Chief Executive Officer
with ulitmate accountability for all phases of the Company's business.

Virgil C. Summer, President and Chief Operating Officer, Age 58

Mr. Summer became President and Chief Operating Officer effective
May 18, 1977. He has served in various engineering staff positions in
the Company's Electric Operations Department. In 1962, he was named Mana-
ger, Production Operations, Engineering and Construction, Vice President in
1966 and Senior Vice President, Operations in 1967. Mr. Summer remained in
this position until being named President and Chief Operating Officer in
May 1977. He is a registered professional engineer and a Fellow of the
American Society of Mechanical Engineers. lie has been an executive of ficer
since August 1966.

From January 1973 until May 18, 1977, he served as Senior Vice
President-Operations ultimately accountable for planning, construction,
engineering and operation of the three types of service rendered by the
Company - electric, gas and transit (coach). Upon being elected President
and Chief Operating Officer, Mr. Summer assumed overall responsibility
for all Company operations, plus sharing with Mr. Williams ultimate account-
ability f or all phases of the Company's business.

Oscar S. Wooten, Executive Vice President-Finance, Age 55

Mr. Wooten has served as Assistant Controller, Assistant Vice
President, Vice President, Senior Vice President-Finance; and in May 1977
was named Executive Vice President-Finance. He has been an executive
officer since 1967.

During the past five years in which he has served as Senior
Vice President-Finance and Executive Vice President-Finance, Mr. Wooten's
primary f unction has been that of raising funds and advising the Company's
management on its financial position and problems with respect to financing.
In addition, he is directly responsible for the Secretarial, Treasury,
Accounting and Data Processing Departments.

25 ][[j 2O[



South Carolina Electric & Gas Company

'

Executive Officers of the Company. (Continued)

C. Joseph Fritz, Senior Vice President-Administration, Age 60

Mr. Fritz has served in various engineering and accounting staff
positions. lie was named Office Engineer in 1957, Assistant to the Vice
President and General Manager in 1962, Executive Assistant to the President
in 1966, Vice President in 1968 and Senior Vice President-Administration
in 1970. lie has been an executive of ficer since 1968.

During the past five years he has served as Senior Vice President-
Administration, accountable for the corporate functions of Employee Rela-
tions, Special Services, Purchasing and Fuel Supply, Garage and Automotive
Equipment, Corporate Communications, Safety and Training, and Economic
Research and Performance Analysis.

Grayson C. Meetze, Senior Vice President and General Manager-
Operations, Age 59

Mr. Meetze has served as General Purchasing Agent, Manager of
Purchasing, Stores and Automotive Equipment, Vice President-Purchasing,
Automotive and Transit, Vice President and Assistant to the Senior Vice
President-Operations; and effective May 18, 1977 was named Senior Vice
President and General Manager-Operations. lie has been an executive of-
ficer since 1970.

From January 1973 until December 31, 1976 he served as Vice
President-Purchasing, Automotive and Transit with accountability for
purchasing, stores and automotive equipment, as well as the Company's
transit (coach) operations. Effective January 1, 1977 Mr. Meetze be-
came Vice President and Assistant to the Senior Vice Pres. dent-Operations
which posit ion he held until being named Senior Vice President and General
Manager-Operations. In this position, he is responsible for assuring proper
coordination and effective performance of the Company's electric, gas and
transit (coach) operations. lie has principal concern for the planning,
design, engineering, construction and operation of the three phases of
service rendered by the Company from ultimate source to the customer.

William N. Ackerman, Vice President-Gas Operations, Age 51

Mr. Ackerman has served in various Gas Department staff positions;
System Gas Engineer, /ssistant Manager-Cas Operations, saager-Gas Opera-
tions, Gene al Manager-Gas Operacions and Vice President-Gas Operations. He
has been an executive of ficer since .fanuarv 1, 1977.

Ef fe,:tive July 1, 1970, Mr. Ackerman became General Manager-Gas
Operations and on January 1, 1977 became Vice President-Cas Operations.
Both positions are accountable for planning, design, construction and
operation of the Company's gas transmission and distribution system,
including its propane and LNG storage facil**1es.

.
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South Carolina Electric & Cas Company

Executive Officers of the Company. (Continued)

Harry G. Boylston, Jr., Vice President-Marketing and Area
Development, Age 54

Mr. Boylston has served in various engineering and marketing
staff positions, District Engineer, District Manager, Manager Contracts
and New Business, General Manager-Marketing and Area Development and Vice
President-Marketing and Area Development. He has been an executive officer
since January 1, 1977.

From January 1973 to December 31, 1976, he served as General
Manager-Mark 2 ring and Area Development; and effective January 1, 1977
was named Vice President-Marketing and Area Develor, ment. Both positions are
accountable for rate design, rate research, iticlud ing customer-oriented
functions involving rates and area development.

Esca (Ed) H. Crews, Vice President and Group Executive-
Engineering Services and Construction, Age 56

Prior to being employed by the Company, Mr. Crews was associated
with Gilbert Associates. Inc., Reading, Pennsylvania. While in the employ
of Gilbert Associates, he was in charge of constructing various electric
power plants th1oughout the Un ited States and overseas. He became affitta-
ted with the C<mpany in November 1962. Since his employment, he has been
Superint nderc of Construction; Manager, Construction and Engineering
Servic es . ' .iager, Engineering Services. Construction and Production; Vice
President and Vice President and Group Yxecutive, Engineering Services and
Construt.cn. He has been an executive officer since 1968.

During the past five years he has served as Vice President and
Vice President and Group Executive, Engineering Services and Construction
with accountability for planning, engineering design and construction of the
Company's generating stations. In add it ion , he is responsible for the
Company's engineering services.

Frank C. Davis, Vice President-Corporate Communications, Age 63

Mr. Davis has served as Administrative Assistant to the Operating
Vice President; Manager, Industrial Relations; General Manager, Commercial
Operations (Electric); Assistant Vic e President, Gas Promotions and Adver-
tising; and Vice President-Corporate Communications. He has been an execu-
tive of fice r since 1964.

During the past five years he has served c3 Vice President-Corpor-
ate Communications responsible for advertising, public relations, corporate
communications with the public and news media and supervision of the Com-
pany's Saluda hydro licensed project land rianagement program.
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South Carolina Electric & Gas Company

Executive Officers of the Company. (Continued)

O
George 11. Fischer, Vice President and General Counsel, Age 55

Mr. Fischer was engaged in private law practice before joining
the Company in 1959. Since then, he has served in various legal staff
positions; Assistant Staff Counsel; General Counsel and Vice President and
General Counsel. Ile has been an executive officer since 1970.

During the past five years he served as Vice President and General
Counsel having accountability for all phases of the Company's Legal Depart-
ment.

Thomas M. Groetzincer, Vice President and Controller, Age 51

Mr. Groetzinger has served in various accounting staff positions;
Supervisor of Taxes; Manager of Taxes; Assistant Controller; Controller;
and effective May 19, 1976, was named Vice President and Controller. lie has
been an executive officer since 1973.

During the past 'ive years he has served as corporate Controller
and Vice President and Controller with responsibility for all accounting
functions including general, plant, customer and tax accounting, rate pro-
ccedings and evaluation, budget planning, s t a t is t i c a l. analyses and payroll.

D. Ellis llay. Jr., Vice President-Customer Operations
Districts, Age 54

Mr. Ilay has served in various engineering staf f positions; Distri-
bution Engineer; District Engineer; Associate Engineer; District Manager;
Manager-Distribution Operations-Districts and Vice President, Customer
Operations-Districts. lie has been an executive officer cince May 18, 1977.

During the past five years he has served as Manager, Distribution
Operations-Districts and Vice President Customer Operations-Districts with
responsibility for construction, operation and maintenance of the Company's
district distribution system plus supervision of district customer services
and affairs.

Malcolm C. Johnson, Vice President and Group Exec ut ive-Spec ial
Services and Purchasing, Age 59

Mr. Johnson has served as Superintendent, Relays & Communication;
Superintendent, Transmission; Manager, Transmission Planning, Operation
and Maintenance; Assistant Vice President, Transmissica Planning, Operation
and Maintenance; Vice President, Electric System Operations, Transmission
and Distribution; Vice President, Special Services; and Vice President and
Croup Executive-Special Services and Purchasing. lie has been an executive
officer since 1967.
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South Carolina Electric & Cas Company

Executive Of ficers of the Company. (Continued)

Malcolm C. Johnson (Continued)

From January 1973 to January 1, 1977 he served as Vice President,

Special Services and effective January 1, 1977 was named Vice President and
Group Exec ut ive-Spec ial Services and Purchasing. Both positions are ac-
count able for special studies and long-range planning, including site
location for power generation facilities, security and quality assurance in
nuclear and non-nuclear areas. Since January 1977 Mr. Johnson has assumed
the added responsibilities of purchasing, stores and fuel procurement,
including fuel contract negotiations.

Thomas C. Nichols, Jr. . Vice President and Group Executive-Power
.

Production and System Operations, Age 50

Mr. Nichols has served in various engineering staff positions;
Associate Manager-System Operations and Planning; Manager, Transmission
Operations; Manager, System Operations; Manager, Power Supply; General
Manager, Production Operations, System Operations and Planning; General
Manager, Power Supply, System Operations and Planning; Vice President,
Power Supply, System Operations and Planning and Vice President and Group
Executive-Power Production and System Operations. He has been an executive
officer since January 1, 1977.

From January 1973 until Oc tober 31, 1974 he served as Manager,
System Operations; effective November 1, 1974 he became General Manager,
Production Operations, System Operations and Planning; effective May 1,
1976 he became General Manager, Power Supply, System Operations and Plan-
ning; effective January 1, 1977 he was elected Vice President, Power Supply,
System Operations and Planning and on May 1, 1977 was named Vice President
and Group Executive-Power Production and System Operations. In all of these
positions occupied by Mr. Nichols sinae 1973 he has been directly respons-
ible for the operation and caintenance of the Company's electric power
generating facilities, system planning and load forecasting.

Curtis L. Rye, Vice President-Customer Operations, Metro Columbia,
Age 49

Mr. Rye has served in various engineering staff positions; Senior
Engineer-Distribution Operations; Superintendent Distribution Operations,
Metro Columbia; Manager Distribution Operations, Metro Columbia; General
Manager, Metro Columbia and Vice President, Customer Operations-Metro
Columbia. He has been an executive officer Since May 18, 1977.

During the past five years he has served as General Manager,
Metro Columbia and Vice President, Customer Operations-Metro Columbia.
Both positions are accountable for operation and maintenance of the Com-
pany's metropolitan Columbia electric and gas systems, including supervision
of all customer related functions and af fairs. In May 1977 Mr. Rye assumed
the added responsibility of operation of the Columbia transit (coach)
operations.
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South Carolina Electric 6 Cas Company

Execu t i vet Officers of the Comp,any. (Continued)

O
B. Marion Smith, Jr., Vice President-Govcrnmental Affairs, Age 47

Mr. ';mith served in the Company's Agricult ural Development Depart-
nent and Industrial Development i>epartment before assuming staff positions
as Director, Governmental Affairs; General Manager, Governmental Affairs
and Vice President, Governmental Affairs. lie has been an executive of ficer
since January 1973.

He was elected Vice President-Governmental Affairs effective
January 1, 1973, and in this position he is accountable for governmental
related functions, public affairs and community resources planning, in-

cluding community services.

lierman B. Speissegner. J r. , Vice President-Customer Operations,
Metro Charleston, Age 53

Mr. Speissegger has served in various engineering staff positions;
Senior Sales Engineer, Supervisor, Commercial Sales; Director, Electric
Industrial Sales; General Manager, Metropolitan Charleston and Vice Presi-
dent Customer Operations Metro Charleston. He has been an executive officer
since May 18, 1977.

During the past five years he has served as General Manager,
Metropolitan Charleston and Vice President-Customer Operations Metro Charles-
ton. Both positions are accountable for operation and maintenance of
the Company's Metropolitan Charleston electric, gas and transit (coach)
systems, including supervision of all customer related functions and af-
fairs.

Donald R . Tomlin, Vice President and Group Executive-Customer
Operations, Age 64

Mr. Tomlin has served as Assistant Superintendent, Columbia
Distribution; Superintendent, Columbia Dist r ibut ion ; Manager, Distribution
Operations; General Manager-Transmission & Distribution Operations; Vice
President-Transmission & Distribution Operations and Vice President and
Group Executive-Customer Operations. He has been an executive officer since
May 19, 1976.

From January 1973 until May 19, 1976 he was General Manager-
Transmission & Distribution Operations and ef fective May 19, 1976 he became
Vice President-Transmission & Distribution Operations. In both positions,
he was responsible for the operation and maintenance of the Company's
entire electric transmission and distribut ion system. On May 18, 1977 Mr.
Tomlin became Vice President and Group Executive-Customer Operations with
accountability for operation and maintenance of the Company's electric, gas
and transis (coach) systems, including responsibility for customer service,
rates, ma xeting and area development.
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South Carolina Electric & Cas Company

Executive Officers of the Company. (Continued)

James W. Weddinn, Vice President-Computer Services, Age 53

Prior to being employed by the Company, Mr. Wedding was associated
for twenty years with International Business Machines Corpora.:on (IBM).
lie held various positions in the field of data processing including computer
design and application of the computer to business problems. During the

later years of his employ with IBM, he acted as a consultant for IBM to
the utility industry applying the data processing techniques to utility
requirements. Since joining the Company in March 1969 he has held the
positions of Executive Assistant to the Senior Vice President, Finance and
Vice President-Computer Services. lie has been an executive officer since
1971.

During the past five years he has served as Vice President-Compu-
ter Services responsible for all phases of the Company's data processing and
computer services, including analysis, programming and operation.

Hunh W. Welden, Vice President and Group Ex ecut ive-Administ ra t ive
Services, Age 5 7

Mr. Weldon has served in varlous administrative staff positions;
Personnel Representative; Personnel Director-Charleston Division; Manager,
Employee Relations; Vice President, Employee Relations; Vice President-
Admin ist rative Services; and Vice President and Group Executive-Adminis-
trative Services. lie has been an executive officer since 1969.

During the past five years he has served as Vice President,
Employee Relations; Vice President-Administrative Services and Vice Presi-
dent and Group Executive-Administrative Services with accountability
of employee activities of the Company, labor relations and Company coor-
dinator in negotiating union contracts. In May 1977 he assumed the addition-
al responsibility of management and control of the Coupany's automotive
equipment.

Harold M. Bryant, Secretary, Age 57

Mr. Bryant has served as Personnel Director; Assistant Secretary
and Secretary. He has been an executive officer since 1971.

During the past five years he has served as Secretary with
accountability f or corporate secretarial f unctions and insurance.

Henry 11. Caddis, Treasurer, Age 53

Mr. Caddis has served as Senior Accountant; Assistant Treasurer
and Treasurer. He has been an executive officer cince 1972.

During the past five years he has served as Treasurer with
accountability for corporate functions of cash operations and management.
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South Carolina Electric & Cas Conpany

Item 2. Summary Of Operations.

O
Reference is made to pages 28 - 32 of the 1978 Annual Report to shara-

holders, which is included in Item 12, for a Summary of Operations or
each of the years 1973 through 1978 and " Management's Discussion and Analysis
of the Summary of Operations and Statements of Income." Such summary and
discussion are incorporated herein by reference.

NOTES TO SUMMARY OF OPERATIONS

(1) Beginning in January 1977, the Company, pursuant to a FERC order which
provided, among other things, a formula for computing a eaximum allowable
allowance for funds used during construction (AFC) ra;e, reclassified
the interest portion of AFC related to borrowed funds in the Summary of
Operations from "Other Income" to a reduction in " Interest Charges." The
Company did not reclassify AFC into its debt and equity components for
periods prior to January 1, 1977 because the Company believes the compon-
ents would not be comparable to the allocation made after December 31,
1976, utilizing the revised procedure of the FERC order. The rates used
for computing AFC were 6.5% for 1978 and 1977 and 8% for 1976,1975,1974,
and 1973. For comparative purposes, " Allowance for Funds Used During
Construction - Equity since January 1, 1977" and " Allowance for Borrowed
Funds Used During Construction - since January 1, 1977 (credit)" should be
combined. *

(2) Pursuant to Staff (of the Securities and Exchange Commission) Accounting
Bulletin No. 28, tha Company has included in its 1978 Summary of Opera-
tions and has restated its 1977 and 1976 Summary of Operations to include
approximately $3.2 million in 1978, $1.0 million in 1977 and $.2 million
in 1976, representing interest and related fees in " Interest" under
" Interest Charges." Such amounts were offset by a like increase in
" Allowance for Borrowed Funds Used During Construction - since January 1,
1977 - (credit)" under " Interest Charges" for 1978 and 1977 at.d " Allowance
for Funds Used During Construction: Borrowed and Equity prior toJanuary 1, 1977" under "Cthe r Income" for 1976. The restatements of 1977
and 1976 had no effect on Net Income. (Also see Note 4 of Notes to Consoli-
dated Financial Statements)

(3) Earnings per share of common stock have been computed by dividing earnings
available for common stock by the weighted average number of shares
outstanding.
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South Carolina Elect ric & Cas Company

Item 3. Properties.

The following table gives information with respect to generating faci-
lities of the Conpany at December 31, 1978.

Net Generating
Capability

Type Name Location (Kilowatts)(1)

Steam Canadys Canadys, S. C. 422,000
llagood Charleston, S. C. 94,000
McHeckin Irmo, S. C. 252,000
Parr Parr, S. C. 41,000
Urquhart Beech Island, S. C. 250,000
Wateree Eastover, S. C. 720,000
Williams Goose Creek, S. C. 580,000

Cas Turbines Burton Burton, S. C. 30,000
Faber Place Charleston, S. C. 9,000
liardeeville liardeeville, S. C. 15,000
Canadys Canadys, S. C. 15,000
Urquhart Beech Island, S. C. 30,000
Coit Columbia, S. C. 32,000
Parr (2) Parr, S. C. 64,000
Williams (3) Goose Creek, S. c. 54,000

liydro Columbia Columbia, S. C. 10,000
Neal Shoals Carlisle, S. C. 5,000
Parr Shoals Parr, S. C. 14,000
Saluda Irmo, S. C. 206,000
Stevens Creek Martinez, Ga. 9,000

Pumped Storage Fairfield Parr, S. C. 512,000

Total 3,364.000

(1) Summer rating

(2) Two of the four Parr gas turbines are leased and have a net capability

of 32,000 kilowatts. This lease expires on June 29, 1996.

(3) The two units at Williams are leased and have a net capability
of 54,000 kilowatts. This lease expires on June 29, 1997.

The Company currently has under construction the V. C. Summer Nuclear
Station (900 MW capacity, of which the Company owns two-thirds) scheduled
for completion in 1980. For additional information see " Construction Program
and Financing" under Item 1. Business.
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South Carolina Electric & Gas Company

Item 3. Properties. (Continued)

The Company owns 417 substations having an aggregate transformer
capacity of 13,186,640 KVA. The transmission system consists of 2,704 pole
miles of lines and the distribution system 12,142 pole miles of overhead
1ines and 899 circuit miles of underground 1ines.

The Company's gas system consists of 610 miles of transmission pipe-
lines and 4,511 miles of 3-inch equivalent distribution pipelines.

Through its wholly-owned subsidiary, South Carolina I.NG Company, Inc.,
the Company owns an 1.NG plant located at Coose Creek, S. C. During off peak

periods, the I.NG facility can liquefy up to 6,000 MCF per day and store one
million MCF of natural gas. On peak days, the I.NG plant can regasify up to
60,000 MCF per day.

Additionally, the Company has propane storage facilities in Charles-
ton, Columbia and North Augusta, S. C., which can supplement the supply of
natural gas by gasif ying approximately 58,200 MCP per day.

I t em 4. Parents and Subsidiaries.

The Company has no parent.

I.isted below are the subsidiaries of the Company as of December 31,

Percent

State of Voting

Name of Company Kind of Business Incorporation Stock Owned

Energy Subsidiary, Inc. Primarily engaged South Carolina 100%

in the holding and
aevelopment of real
property.

South Carolina LNG Co., Inc. 1.ique f a c t ion , South Carolina 100% (1)
storage, and
gasification of
natural gas.

(1) South Carolina I.N G Company, Inc. is a wholly-owned subsidiary
of South Carolina Electric & Cas Company. South Carolina LNG
Company, Inc. has no employees and all of its operating functions
are performed by employees of South Carolina Electric & Gas
Company.

O
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South Carolina Electric & Cas Company

item 4. Parents and Subsidiaries. (Continued)

The accounts of the Company's wholly-owned subsidiary, South Carolina
LNG Company, Inc., are consolidated in the accompanying financial statements.

The Company's investment in its wholly-owned subsidiary, Energy Sub-
sidiary, Inc., is reported in the accompanying financial statements using
the equity method of accounting. Separate financial statements of Energy
Subsidiary, Inc. are not presented because Energy Subsidiary, Inc. is not
a significant subsidiary.

Item 5. Legal Proceedings.

See Notes 2 and 8B of the Notes to the Consolidated Financial S t a t e-
ments. The Company is involved in a proceeding before the FERC involvf ;
environmental control issues at its Saluda hydroelectric project. ' ee
Item 1, " Business - Environmental Control Matters".

6
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South Carolina Electric & Cas Company

Item 6. Increases and Decreases in Outstanding Securities and Indebtedness.

(a) Eaulty Securities

At December 31. 1977 Increase (Decrease) At December 31. 1978

Cumulative Preferred Stock Par Value Shares Amount Shares A meun t Shares Amount

5% Issued July 1943 5 30.00 125,234 5 6,261,700 $ 125,234 5 6,261,700
4.60% Issued October 1950 50.00 27,834 1,391,700 (1,500) (1) (15,000) 26,334 1,316,700
4.50% Issued June 1954 30.00 46,400 2,320,000 (1,600) (1) (80,000) 44,800 2,240,000
4.60% (Series A) Issued June 1956 50.00 61,052 3,102,600 (2, 000) (1) (100,000) 60,052 3,002,600
5.125% Issued March 1961 50.00 90,000 4,500,000 (1, 000) (1) (50,000) 89,000 4,450,000
4.60% (Series B) Issued February 1963 30.00 136,000 6,800,000 (3,400) (1) (170,000) 132,600 6,630,000
6% Issued December 1966 30.00 140,800 7,040,000 (3,200) (1) (160,000) 137,600 6,880,000

*9.40% Issued November 1970 50. 00 306,000 15,300,000 (6.800) (1) (340,000) 299,200 14,960,000
*8.12% Issued July 1971 100.00 202,400 20.240,000 (4,400) (1) (440,000) 198,000 19,800,000

g *7.70% Issued July 1972 100.00 141,000 14,100,000 (3,600) (1) (360,000) 137,400 13,740,000
6.875% Issued January 1974 100. 00 150,000 15,000,000 150,000 15,000,000

*10.75% Issued December 1975 100.00 200,000 20,000,000 200,000 20,000,000
8.40% Issued December 1976 100. 00 200,000 20,000,000 200,000 20,000,000

*8. 72% Issued December 19 'S 50.00 400.000 (2) 20.000.000 400.000 20.000.000

Total 1.827.720 $136.056.000 372.500 $18.225.000 2.200.220 $154.281.000

Common Stock

4.50 20,358,612 $91,613,754 149,304 (3) $ 671,868
311,807 (4) 1,403,132
120.148 (3) 540,666

1.500.000 (6) 6.750.000
20.358.612 $91.613.754 2.081.259 59.365.666 22.439.871 $100,979.420

* Securities registered pursuant to 12(g) of the Act.

(1) Total Cumulative Preferred shares retired per purchase or sinking fund requirements.
(2) On December 19, 1978 the Company sold 400,000 shares of 8.72% Cumulative Preferred Stock to the public through

a group of underwriters. These securities are registered pursuant to 12(g) of the Act.
(3) Total number of shares issued under provisions of the Company's Employee Stock Purchase-Savings Program.
(4) Total number of shares issued under provisions of the Company's Dividend Beinvestment Program.
(5) Total number of shares issued under provisions of the Company's Employee Stock Ownership Plan.
(6) On February 1, 1978 the Company sold 1,500,000 shares of common stock to the public through a group of underwriters at a

public offering price of $18.25 (see 10-Q report for quarter ending March 31, 1978).

4 n? * n. > r}l-s 3 t , ui
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South Carolina Electric 6 Cas Company

Item 6. Increases and Decreases in Outstanding Securities and Indebtedness.

(Continued)

(b) Debt Securities

Sale on Feb rua ry 8, 1978 of $30,000,000 principal amount of
First and Refunding Mortgage Bonds 8.90% Series due February
1, 2008 dated February 1, 1978. Previously reported on Form
10-Q for the quarter ended March 31, 1978.

Sale on June 6, 1978 of $40,000,000 principal amount of First
and Refunding Mortgage Bonds 8.45% Series due June 1, 1981
dated June 1, 1978. Previously reported on Form 10-Q f or the
quarter ended June 30, 1978.

(c) Increase or Decrease in Amount of Debt Securities Outstandion During

Fourth Quarter

None.

O[( O1 Q
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South Carolina Electric & Cas Company

Item 7. Changes in Securities and Changes in Security for Registered Securities.

Previously reported on Forms 10-Q.

Item 8. Def aults Upon Senior Securities.

None.

Item 9. ,A_pproximate Number of Equity Security Holders.

(1) (2)
Title of Class Nurnber of Record Holders

(as of December 31, 1978)

Cumulative Preferred Stock, par value S50 per
share, having no sinking or purchase fund

5.00% Series, par value $50 982

Cumulative Preferred Stock, par value $100 per
share, having no sinking or purchase fund

8.40% Series, par value $100 463

Cumulative Preferred Stock, par value S50 per
share, having a periodic purchase fund

4.50% Series, par value $50 85
4.60% Series, par value $50 9
4.60% Series A, par value S50 29
4.60% Series B, par value S50 23
5.125% Series, par value $50 18
6.00% Series, par value S50 20

Cumulative Preferred Stock, par value $100 per
share, having one payment sinking fund

6.875% Series, par value S100 1

Cumulative Preferred Stock, par value S50 per
share or S100 per share, having a periodic
sinking fund

8.72% Series, par value $50 3
9.40% Series, par value $50 1,126
8.12% Series, par value $100 1,043
7.70% Series, par value $100 272

10.75% Series, par value S100 1

Common Stock, par value S4.50 54,897( a )

(a) As of December 12, 1978

l"}
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South Carolina Electric & Can Compa_ny

Item 10. Submission of Matters to a Vote of Security lloiders.

Previously reported on Form 10-Q.

In accordance with the " Instructions as to Exhibits" to Form 10-K,
copies of the Company's proxy soliciting material relating to the annual
meeting of stockholders to be held on April 25, 1979 will be furnished to
the Commission when it is sent to the stockholders. Copies of the Company's
annual report to the stockholders, including the financial statements
incorporated in this Form 10-K by reference, are being furnished to the
Commission simultaneously with the filing of this Form 10-K.

Item 11. Indemnification of Directors and Officers.

Section 8.18 of the South Carolina Business Corporation Act of 1962 provides
as follows-

"Right of Indemnity of Directors, Officers and Others. (a) A cor--

poration shall have power to indemnify any person who is made a party to
any suit, action or proceeding, whether civil, criminal, administrative or
investigative, including an action by or in the right of the corporation,
by reason of the fact that he is or was a director, officer, employee
or agent of the corporation, or is or was serving at the request of the
corporation as a director, officer, employee, against expenses, including
attorney's fees, actually and reasonably incurred by him in connection with
such action, suit of proceeding if he acted in good faith and in a manner he
reasonably believed to be in or not opposed to the best interest of the
corporation, except that no indemnification shall be made in respect of any
claim, judgments, amounts paid in settlement, issue, fine, matter, attorney
fees for a criminal proceeding, or as to such person guilty of a violation
of a criminal law, or as to which such person shall have been adjudged to
be liable for negligence or misconduct in the performance of his duty to the
corporation unless ano only to the extent that the court in which such
action or suit was brought shall determine upon application that, despite
the adjudicatton of 1inbility but in view of alI circumstances of the case,
such person is fairly and reasonably entitled to indemnity for such expenses
which the court shall deem proper. Provided, that said misconduct did not
involve moral turpitude.

(b) The rights and remedy provided by this section shall be exclusive.
Any provision of the articles of incorporation, bylaws, or resolution of
the corporation of its directors or shareholders, purporting to extend or
limit such rights and remedy, shall be invalid.

(c) The right of indemnity shall inure to the estate, executor,
administrator, heirs, Itgatees, or devisees of any person entitled to
indemnification hetsunder.

(d) Notwithstanding the provisions of Section (b) above, a corporation
shall have power to purchase and maintain insurance on behalf of any person
who is or was a director, officer, employee or agent of the corporation, or
is or was serving at the request of the corporation as a director, officer,
employee or agent of the corporation or is or was serving at the request of
the corporation as a director, officer, employee against any liability

4 ore 901
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South Carolina Electric A Gas Company

Item 11. (Continued)

asserted against him and incurred by him in any such capacity, or arising;
out of his status as such, whether or not the corporation would have the
power to indemnify him against such liability under the provisicns of this
section. Provided, however, cuch payment or payments cannot be made
except in accordance with item (a) of this section."

Item 12. Finencial Statements. Exhibits Filed, and Reports on Form 8-K

(a) TABLE OF CONTENTS OF CONSOLIDATED FINANCIAi,

ETATEMENTS AND SUPPLE!! ENTAL FINANCIAL DATA
INCLUDED IN ANNUAL REPORT (FORM 10-K)
FOR THE YEAR ENDED DECEMBER 31, 1978

Consent of Independent Certified Public Accountants.

Consolidated financial statements appearing in the Company's 1978 Annual
Report to its shareholders are incorporated herein by reference.

Additions to Notes to Consolidated Financial Statements.

Supplemental Schedules:

V - Property, Plant and Equipment
VI - Accumulated Dep eciation of Property, Plant and Equipment

The above listed financial statements are consolidated only since
the Registrant is primarily an operating company and the subsidiary in-
cluded in the consolidated financial statements is not a significant sub-

sidiary.

Supplemental schedules other than those listed above are omitted
because of the absence of conditions under which they are required or
because the required infornation is included in the financial statements
or in the notes thereto.

(b) The Company did r.ot file any reports on Form 8-K during the last quarter
of the year ended December 31, 1978.

9
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Deloitte
Haskins+ Sells

_ - - - - _ . . . _ - . . . . _ . . .- _ . . - - - _ . .

1250 First National Bank Building
Main at Washington Street
Columbia. South Carohna 29201
(803)//1 15/5
Cable DE HANDS

CONSENT OF INDEPENDENT CERTIFIED PUBLIC' ACCOUNTANTS _

South Carolina Electric & Gas Company:

We hereby consent to the incorporation by reference in your
Annual Report (Form 10-K) to the Securities and Exchange
Commission for the year ended December 31, 1978 of our
opinion dated February 7, 1979, as appearing in your 1978
Annual Report to Shareholders.

We also consent to our opinion, referred to above, being
considered as comprehending our opinion that the additions
to Notes to Consolidated Financial Statements and the
supplemental schedules listed in the accompanying table of
contents, when considered in relation to the basic financial
statements, present fairly in all material respects the
information shown therein.

DELOITTE HASKINS & SELLS

February 7, 1979

in/: '> ') 'be - J L i.
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South Carolina Electric & Cas Company

South Carolina Electric & Gas Company

Additions to Notes to Consolidated
Financial Statements

1. Long-term Debt:

The " Unsecured Notes - Banks" due 1980 bear interest as determined
by a formula applied to the applicable prime rate of The Chase Manhattan
Bank. If the Notes are not prepaid, aggregate interest in excess of in-
terest computed at 7.625% per annum will be refunded to the Company.
Interest paid in excess of 7.625% (S5,540,000 at December 31, 1978 and
$4,045,000 at December 31, 1977) is included in " Deferred Debits - Other" in
the accompanying consolidated financial statements. Deferred income taxes
of S2,831,000 and S2,068,000 applicable to such excess interest payments
are included in " Accumulated Deferred Income Taxes" at December 31, 1978 and
1977, respectively.

2. Preferred Stock:

The redemption prices per share of preferred stock are as follows:

Redemption
_

Price Per Share
at December 31, Eventual

1978 Minimum

Cumulative $100 par value:
6-7/8% Series ...................... S100.00 S100.00
7.70% Series ....................... 105.75 101.00
8.12 % S e r ie s . . . . . . . . . . . . . . . . . . . . . . . 106.09 102.03
8.40% Series ....................... 108.40 101.00
10-3/4% Series ..................... 110.75 100.00

Cumulative S50 par value:
4.50% Series 51.00 51.00.......................

4.60% Series 50.50 50.50.......................

4. 6 0 % S e r ie s A . . . . . . . . . . . . . . . . . . . . . 51.00 51.00
4. 60 % S e r ie s B . . . . . . . . . . . . . . . . . . . . . 50.50 50.50
5% Series 52.50 52.50..........................

5.125% Series 51.00 31.00......................

6% Series 51.00 50.50..........................

9.40% Series 53.525 51.175.......................

8. 72 % S e r ie s . . . . . . . . . . . . . . . . . . . . . . . 54.36 50.00

Changes in preferred stock outstanding during the two years ended
December 31, 1977 and 1978 are summarized as follows:

Shares of $50 Par Value Shares of $100 Par Value
Period Issued Retired Issued Retired

Year ended December 31:
1977 ............ 19,500 7,400

1978 ............ 400,000 19,500 8,000
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South Carolina Electric & Gas Company

Additions to Notes _to Consolidated Financial Statements. (Continued)

A " Purchase Fund" or " Sinking Fund" must be set aside annually as
long as certain series of cumulative preferred stock remain outstanding.
Such " Funds" shall equal a percentage of the total par value of the largest
number of shares of such stock at any time theretofore outstanding, which
monies will be applied to redeem shares of stock at par value. The begin-
ning dates and applicable percentages of such series of cumulative preferred
stock are as follows:

Purchase Funds

Annual
Series Beginning Date fercentage Amount

,

4.60% ................ October 1, 1951 2-1/2% S 75,000
4.50% ................ June 1, 1957 2 % 80,000
4.60%, Series A ...... June 1, 1958 2 % 100,000
5.125% ............... April 1, 1963 ] % 50,000
4.60%, Series B ...... March 1, 1968 2 % 170,000
6.00% ................ January 1, 1972 2 % 160,000

After the receipt of ter.ders, any unused portion of the " Purchase
Fund" shall revert to the general funds of the Company.

Minking Funds

Annual
Series Beginning Date Percentage Amount

9.40% ................ October 1, 1973 2 % S 340,000
8.12% ................ July 1, 1974 2 % 440,000
7.70% ................ July 1, 1975 2 % 300,000
6-7/8% ............... January 31, 1979 100 % 15,000,000
10-3/4% ..............

(A) October 1, 1981 6-1/2% 1,300,000................

(B) October 1, 1995 9 % 1,800,000................

8.72%................ Jsnuary 1, 1985 4 % 800,000

Unless the " Purchase Fund" and " Sinking Fund" requirements are met in
full, no distribution may be made on the common stock.

3. Common Stock:

The following authorized shares of common stock of the Company were
reserved for issuance pursuant to:

December 31, December 31,
1978 1977

Stock Purchase-Savings Program for Employees ....... 521,230 670,534
Dividend Reinvestment and Stock Ownership Plan .. . . . 547,901 254,595
Employees Stock Ownership Plan ..................... 384,547 27,255

e n ,, n , .
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South Carolina Electric & Cas Company

Additions to Notes to Consolidated Financial Statements. (Continued)

4. Supplementary Information:

Maintenance (including repairs) and provision f'r depreciation and
amortization of utility plant are shown separately in the accompanying
consolidated statement of income, except for amounts charged to clearing
and other accounts, which amounts are not significant.

Rents, advertising expenses and research and development costs are
not material. There were no royalties.

Taxes other than income taxes are as follows:

Year Ended December 31,
1978 1977
(Thousands of Dollars)

State electric generation tax S 3,954 S 3,851
General property taxes 13,557 13,156
Special state utility license 645 610
Federal social security taxes 2,568 2,203
Tax for support of South Carolina

Public Service Commission 498 455
State gross receipts tax 1,203 1,153
Other taxes 2,179 1,969

Total 24,604 23,397

Less - Amount charged to other
accounts 1,186 942

Remainder - Charged to operating
expenses $23,418 S22,455

e

e
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SUPPLEMENTAL FINANCIAL INFORMATION
(Unaudited)

O
The following replacement cost information for certain of the Company's

assets and related depreciation is presented to comply with the reporting
requirements of the Securities and Exchange Commission (the " Commission")
as set forth in Accounting Series Release No. 190. The Company advises
readers of the imprecise nature of these data and of the many subjective
judgments required in the replacement cost estimation. This information
does not purport to represent the current value of the assets or the amounts
which could be realized if the assets were to be sold.

s The calculation of replacement costs includes costs for pollution
control equipment such as exists in the Company's latest operating units.
Such equipment would also result in increases in fuel, operating and mainte-
nance costs, none of which are reflected.

Replacement cost is not, per se, the current value of existing utility
plant; it Js only an estimate of the cost that would be incurred if such
assets were replaced at December 31, 1978 and 1977.

The excess of replacement cost over historical cost does not represent
additional book value of common stock.

In addition, the Company is subject to the jurisdiction of regulatory
commissions which determine fair rates of return on its investment in
utility plant. Under current ratemaking policy, the Company recovers,
through future depreciation charges, the historical dollars invested in
productive capacity. The ratemaking process does not allow the Company to
recover the excess of replacement cost over historical cost.

As these data are limited to selected categories of assets and related
depreciation and do not relate to other assets and liability and equity
a c co t,a t s , or to other expense and revenue accounts, there are significant
limitations in using this information to evaluate the effect of inflation on
the Company. These data should not be used to adjust and compare this
Company's balance sheet or income statement with any other company's financ-
ial statements.

Subject to the limitations noted above and the inherent imprecision of
the data, this information is provided in good faith in compliance with the
Commission's rules and regulations.

It should be pointed out that the Commission has cautioned investors
and analysts on the simplistic use of replacement cost data. The Commission
also stated in its Release that the disclosure of the effect of replacement
cost data on net income is not required at this time, because there are
substantial theoretical problems in determining an income effect.

-

O

. ,
L 9 ( Ld

46



Supplemental Financial Information (Contin $ed)

The estimated replacement cost of the Company's productive capacity,
depreciated replacement cost and related depreciation expense with compara-
tive historical cost are presented below:

Actual Estimated
Historical Replacement

Cost Cost
(Thousands of Dollars)

December 31, 1978:
Utility plant in service (excluding land, land

rights and intangible plant):
$1,020,012 $2,058,278Electric .................................

130,276 304,114Gas ......................................

Coach .................................... 3,398 12,210
Common ................................... 12,187 20,934

Total ............................... 1,165,873 2,395,536
Less - Accumulated provision for depreciation 298,928 606,159

Utility Plant in Service - Net $ 866,945 $1,789,377...............

Depreciation expenses for the twelve months
ended December 31, 1978 .................... $ 32,643 $ 66.117

_

December 31, 1977:

Utility plant in service (excluding land, land
rights and intangible plant):
Electric ................................. $ 796,562 $1,728,284
Gas ...................................... 128,346 281,806
Coach .................................... 3,377 8,575
Common ................................... 12,597 19,525

Total ............................... 940,882 2,038,190
Less - Accumulated provision for depreciation 269,228 623,554

Utility Plant in Service - Net S 671,654 $1,414,636...............

Depreciation expenses for the twelve months
ended December 31, 1977 .................... $ 30,339 $ 60,056

The comparable historical cost amounts are reconciled to those shown in the
accompanying consolidated balance sheet as follows:

a

Recorded Utility Plant
1978 1977
(Thousands of Dollars)

Amounts for which replacement cost data are

provided ..................................... $1,165,873 $ 940,882
Land, Land Rights and Intangible Pls.it 58,735 32,169.........

Property Held for Future Use ................... 13 13
Construction Work in Progress .................. 399,039 505,555
Nuclear Fuel in Trust .......................... 38,220 10,492
Accumulated Provision for Depreciation ......... (298,928) (269,228)

Utility Plant - Net $1,362,952 $1,219,883.................

.n < r 9)ku *
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Supplemental Financial Information (Continued)

1. Replacement Cost

A. Production - The replacement cost of the Steam Production Plant
was determined by applying the cost per KW of recently installed units by
fuel type trended to December 31, 1978 and 1977 by using the Handy-Whitman
Index of Public Utility Construction Costs for the South Atlantic Region
(hereafter referred to as the llandy-Whitman Index) to the respective genera-
ting capacity. Original cost of Hydro Generation, Other Production Plant
and Gas Production Facilities was trended to December 31, 1978 and 1977
using the Handy-Whitman Index. Due consideration was given to the necessity
for substituting type of generating facilities because of regulatory re-
quirements or Company requirements.

B. Transmission and Distribution - The Handy-Whitman Index was applied
to the original cost of electric and gas transmission and distribution
facilities.

C. General Plant - Replacement cost of transportation equipment and
coach rolling stock was determined on a unit basis. For other general plant
the original cost was trended using the CNP Implicit Price Deflator.

2. Depreciated Replacement Cost

The related accumulated depreciation based on the replacement cost was
developed by applying the same percentage relationship that existed between
gross plant and accumulated depreciation by functional groups on a historical
cost basis at December 31, 1978 and 1977 to the current replacement cost of
the productive capacity.

3. Depreciation Expense

Depreciation expense for the replacement cost of productive capacity was
developed by applying the actual functional class depreciation rates in use
to the respective functional class average replacement cost figures. The
Company believes that the difference between depreciation based on histori-
cal cost and depreciation based on estimated replacement ccst can in no way
be treated as an additional amount of depreciation expense, because this
difference is neither deductible for income tax purposes nor recognized by
the regulatory authorit ies. With earnings of the Company based on histori-
cal costs, any additional depreciation created by estimated replac emen t cost
would require increased earnings and thus increased rates for the Company's
services.

4. Supplemental Information

Non-capitalized leases are not significant and have been excluded from
the replacement cost data. Additionally, land and intangibles are excluded
from the replacement cost data since such assets are not consumed in the
productive process. Construction Work in Progress representing future
productive capacit, is also excluded.

Replacement cost data relating to fuel inventories have not been includ-

ed since changes in cost levels were recovered through the operation of fuel
adjustment clauses.
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SCHEDULE V

SOUTH CAROLINA ELECTRIC & CAS COMPANY

Property, Plant and Equipment
Year Ended December 31, 1978

Col. A Col. B Col. C Col. D Col. E Col. F

Balance at Balance
beginning Other Changes at close

Classification of period Additions Retirements add (deduct) of period

Electric Utility Plant: (*)
Intangible Plant $ 91,081 $ 46,563 $ 137,644
Production Plant - Steam 353,031,042 5,209,640 $ 258,885 $ 172,352 358,154,149
Production Plant - Hydraulic 38,018,752 199,555,971 63,537 (3,744) 237,507,442
Other Production 18,637,671 47,798 2,585 264,958 18,947,842
Transmission 124,478,494 23,378,634 441,472 (36,384) 147,379,272
Distribution 275,687,917 22,407,282 1,456,770 35,859 296,674,288
General 15,970,263 1,377,268 265,618 (1,332) 17,080,581
Held for Future Use 4,470 4,470
Construction Work in Progress 504.900.520 (106.966.674) 397.933.846

Total Electric Plant 1.330.820.210 145.056.482 2.488.867 431.709 1.473.819.534

Cas Utility Plant:
Intangible Plant 117,621 117,621

d$ Production Plant 8.115,775 1,808 11,174 8,106,409
Storage Plant 14,778,486 48,623 14,827,109
Transmission 27,341,459 34,235 3,435 (384,571) 26,987,688
Distribution 78,601,816 2,677,152 525,675 (53,902) 80,699,391
General 1,669,509 229,547 94,205 596 1,805,447
Construction Work in Progress 191.923 !79.602 371.525

Total Gas Plant 130.816.589 3.170.967 634.489 (437.877) 132.915.190

Coach Utility Plant:
Plant in Service 3,627,107 28,407 7,152 3,648,362
Construction Work fu Progress 16.563 (16.096) 467

Total Coach Plant 1.643.670 12.311 7.152 3,648.829

Common Utility Plant:
Plant in Service 12,883,566 591,760 940,614 798 12,535,510
Held for Future Use 8,873 8,873

_ ,

Construction Work in Progress 446.248 286.913 733.161
' > Total Common Plant 13.338.687 878.673 940.614 798 13.277.544
t s

Ls s Nuclear Fuel in Trust 10.491 'ti 27.727.798 38.219.693

ps ) Total Utility Flant 1.489.111.01. 176.846.231 4.071.122 (5.370) 1.661.880.790

;_, Nonutility Property 2.510.736 7.697.833 11.095 5.370 10.202.844

Total Property, Plant and
Equipment $1.491.621.787 $184.544.064 $4.082.217 $ -0- $1.672.083.634

(*) Includes accounting reclassification of property and equipment between various utility plant and nonutility plant classifications.



SCHEDULE V (Continued)

SOUTH CAROLINA ELECTRIC & CAS COMPANY

Property, Plant and Equipment
Year Ended December 31, 1977

Col. A Col. B Col. C Col. D Col. E Col. P

Balance at Balanc e
beginning Other Changes at close

Classification of period Additions Retirements add (deduct) of period

Electric Utility Plant: (*)
Intangible Plant S 91,081 $ 91,081
Production Plant - Steam 352,660,471 $ 877,270 $ 506,699 353,031,042
Production Plant - Hydraulic 37,839.114 197,572 10,516 $ (7.418) 38,018,752
Other Production 18,635,069 6.063 3,461 18,637,671
Transmission 116,153,721 8,609,950 308.434 23,257 124,478,494
Distribution 256,166,634 21,264,387 1,698,664 (44,440) 275,687.917
General 15,509.977 1,283.385 445,440 (377,659) 15,970,263
Held for Future Use 4,470 4,470
Construction Work in Progress 354.890.366 150.010.154 504.900.520

Total Electric Plant 1.151.950.903 182.248.781 2.973.214 (406.260) 1.330.820.210

Cas Utility Plant:

E? Intangible Plant 117,621 117,621
Production Plant 8,114,133 1,642 8,115,775
Storage Plant 13,798,984 979,502 14,778,486
Transmission 27,318,510 27,800 4,851 27,341,459
Distribution 77,015,769 1,784,571 198,524 78,601,816
General 1,522,107 240,350 92,948 1,669,509
Construction Work in Progress 132.311 59.612 191,923

Total Gas Plant 128.019.435 3.093.477 296.323 130.816.589

Coach Utility Plant:
Plant in Service 3,598,044 57,388 47,824 19,499 3,627,107
Construction Work in Progress 45.521 (28,958) 16.563

Total Coach Plant 3.643.565 28.430 47.824 19.499 3.643.670

Common Utility Plant:
Plant in Service 10,394,639 2,212.166 143,506 420,267 12,883,566
Held for Future Use 8,873 8,873
Construction Work in Progress 261.246 185.002 446.248

Total Common Plant ____ _[0,6 6 4 . 7 5 8 2.397.168 143.506 420.267 13.338.687

Nuclear Fuel in Trust 6,500.867 3.991.028 10.491.895

Total Utility Plant 1.300.779.528 191.758.884 3.460.867 33.506 1.489.'11.051

Nonutility Property 2.527.318 31.104 14.180 (33.506) 2,210.736

Total Property, Plant and
Equipment $1.303.306.846 $191.789.988 13.475.047 $ -0- }l e91.621.787j

(*) Includes accounting reclassification of property and equipment between various utility plant and nonutility plant classifications.
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SCHEDULE VI
SOUTH CAROLINA ELECTRIC & GAS COMPANY

Accumulated Depreciation of Property, Plant and Equipment
Year Ended December 31, 1978

Col. A Col. B Col. C Col. D Col. E Col. F

Balance at Balance
beginning Other charges at close

Classification of period Additions Retirements add (deduct) of period

(*)
Electric Utility Plant:

Production Plant - Steam $111,486,403 $11,084,000 $ (135,205) $ 150,616 $122,856,224
Production Plant - Hydraulic 13,912,169 1,479,000 63,537 350 15,327,982
Other Production 5,939,966 723,600 2,662 124,064 6,784,968
Transmission 25,827,351 3,101,500 324,725 (25,878) 28,578,248

Distribution 65,879,307 10,405,800 1,517,833 25,878 74,793,152
General 6,252,539 855,900 204,596 1,110 6,904.953

Total Electric Plant 229,297,735 27,649,800 1,978,148 276,140 255,245,527

$ Gas Utility Plant:
Producticn Plant 1,312,278 268,800 1,581,078

Storage Plant 868,955 984,800 11,090 1,042,665

Transmission 10,763,429 1,065,500 3,435 (233,913) 11,591,581
Distribution 21,201,829 2,597,400 675,366 (41,117) 23,082,746
Ceneral 696,046 124,100 78,430 (1,103) 740,613

Total Gas Plant 34,842,537 5,040,600 768,321 (276,133) 38,838,683

Coach Utility Plant 2,352,741 159,500 4,032 2,508.209

Common Utility Plant 2,735,384 468,500 867,929
_

5 2,335,960

Total Utility Plant 269,228,397 33,318,400 3,618,430 12 298,928,379

Nonutility Property 63,021 14,783 817 (12) 76,975

Total Property, Plant and
Equipment $269,291,418 $33,333,183 $3,619,247 $ -0- $299,005,354

(*) After deduction of net salvage.
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SCHEDULE VI (Continued)
SOUTH CAROLINA ELECTRIC & GAS COMPANY

Accumulated Depreciation of Property, Plant and Equipment
Year Ended December 31, 1977

Col. A Col. B Col. C Col. D Col. E Col. F

Balance at Balance
beginning Other charges at close

Classification of period Additions Retirements add (deduct) of period

(*)
Electric Utility Plant:

Produ. tion Plant - Steam $100,966,862 S11,025,600 S 506,059 Sill,486,403

Production Plant - Ilydraulic 13,498,685 426,000 12,516 13,912,169
Other Production 5,219,827 723,600 3,461 5,939,966

Transmission 23,365,333 2,786,400 314,701 S (9,681) 25,827,351

Distribution 57,833,280 9,686,400 1,650,054 9,681 65,879,307
General 5.742,962 848,700 237,246 (101,877) 6,252,539

Total Electric Plant 206,626,949 25,496,700 2,724,037 (101,877) 229,297,735

m
N Gas Utility Plant:

Production Plant 1,042,880 208,800 (598) 1,312,278
Storage Plant (51,263) 950,400 30,182 868,955
Transmission 9,701,436 1,064,400 2,407 10,763,429

Dis t r ibut ion 18,964,732 2,527,200 290,103 21,201,829

General 663,069 108,500 75,523 696,046

Total Gas Plant 30,320,854 4,919,300 397,617 34,842,537

Coach Utility Plant 2,215,615 173,700 48,143 11,569 2,352,741

Common Utility Plant 2,326,208 404,700 92,553 97,029 2,735,384

Total Utility Plant 241,489,626 30,994,400 3,262,350 6,721 269,228,397

Nonutility Property 62,772 11,796 4,826 (6,721) 63,021

Total Property, Plant and
Equipment $241,552,398 $31,006,196 $3,267,176 $ -0- $269,291,418

(*) After deduction of net salvage.
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South Carolina Electric & Gas Company

PART II

Items 13 through 15.

These items have been omitted since such information has been or will be
filed with the Securities and Exchange Commission in a definitive pro '
statement pursuant to Regulation 14-A.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

South Carolina Electric & Gas Company
(R egis t r.an t )

Date February 28, 1979 By /s/ T. M. Groetzinger
(Signature)

T.M. Groetzinger
Vice President & Controller
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SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

FORM 10-Q

QUARTERLY REPORT UNDER SECTION 13 or 15 (d)
0F THE SECURITIES EXCHANGE ACT OF 1934.

t

For Quarter Ended June 30, 1979 Commission File Number 1-3375
,

South Carolina Electric & Gas Company
(Exact name of registrant as specified in its charter)

South Carolina 57-0248695
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

328 Main Street, Columbia, South Carolina 29218
(Address of principai executive offices) (Zip Code)

Registrant's telephone number- including area code (803) 799-1234

Former name, former address and former fiscal year, if changed since last report.

Indicate by check mark whether the registrant (1) has filed all reports
. required to be filed by Section 13 or 15(d) of the Securites Exchange Act of 1934

during the preceding 12 months (or for such shorter period that the registrant
was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days.
Yes x. No .

Indicate the number of shares outstanding of each of the issuer's classes of
. common stock, as of the close of the period covered by this report.
..

.

Common: 23,758,299

The information furnished herein reflects all adjustments which are, in
the opinion of management, necessary for a f air statement of the results for
the interim periods reported.

*
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PART I

FINANCIAL INFORMATION

O
SOUTH CAROLINA ELECTRIC & GAS COMPANY

CONSOLIDATED BALANCE SHEETS
June 30, 1979 and 1978

(Unaudited)

ASSETS
.

1979 1978
UTILITY PLANT (including construction work in progress;

1979 - $467,855,852; 1978 - $422,844,661) (Notes 1,3 and 4):
E1ectric $1,539,567,513 $1,403,653,267
Gas 134,882,770 131,960,746
Transportation (coach) 3,651,782 3,644,930
Coninon 14,061,218 12,836,980

Total 1,692,163,283 1,552,095,923
Less accumulated depreciation and amortization 315,831,874 283,591,227

Utility Plant, net (excluding nuclear fuel in trust) 1,376,331,409 1,268,504,696
Nuclear fuel in trust 40,237,565 32,915,004

Utility Plant, net 1,416,568,974 1,301,419,700

OTHER PROPERTY AND INVESTMENTS:
Nonutility property (substantially at cost) 9,690,327 2,447, 1

Investment in, notes receivable and advances to
subsidiary (Note 1) 11,802,285 17,754,

Other investments and special funds (at cost or less) 86,471 145,721
Total Other Property and Investments 21,579,083 20,347,993

CURRENT ASSETS:
Cash 2,365,811 4,222,261
Temporary cash investments 3,750,000 2,500,000
Special deposits 41,671,394 767,981
Receivables 44,667,172 43,454,093
Materials and supplies (at average cost or less):

Fuel 69,208,682 48,882,194
Other 6,415,455 5,609,053

Prepayments 4,874,935 3,095,799
Total Current Assets 172,953,449 108,531,381 ,

DEFERRED DEBITS: ,

Unamortized debt expense 3,934,595 4,059,510
Other 15,707,493 11,426,275

Total Deferred Debits 19,642,088 15,485,785

TOTAL $1,630,743,594 $1,445,784,859

See notes to consolidated financial statements g
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

CONSOLIDATED BALANCE SHEETS
June 30, 1979 and 1978

(Unaudited)

LIABILITIES

1979 1978
STOCKHOLDERS' INVESTMENT (Notes 5 and 6):

. Preferred stock $ 153,036,000 $ 134,696,000
Common stock (Authorized 30,000,000 shares; Outstanding,

shares: 1979 - 23,758,299; 1978 - 22,070,467) 106,912,346 99,317,102,
Premium on common stock 207,688,426 187,115,767
Other paid-in capital 4,243,848 4,197,992
Capital stock expense (debit) (5,729,717) (5,252,987)
"etained earnings:

Unappropriated 119,352,036 116,625,085
Appropriated 391,858 391,858

Total Stockholders' Investment 585,894,797 537,090,817

LONG-TERM DEBT (Note 3):
Principal amounts 620,564,279 644,026,383
Less unamortized discount and premium, net 1,026,415 678,107

Long-Term Debt, net 619,537,864 643,348,276
Total Capitalization 1,205,432,661 1,180,439,093

NUCLEAR FUEL TRUST (Note 4) 40,237,565 32,915,004

CURRENT LIABILITIES:
Short-term br rowings:

Banks 1,757,300 2,321,900
Other 15,620,369 436,076

Accounts payable and customer rate refunds (Note 2) 32,435,899 33,258,360
Customer deposits 5,782,042 5,580,195
Taxes accrued 6,377,120 7,357,688
Interest accrued 15,720,212 13,954,642
Dividends declared 13,061,135 11,572,614
Current portion of long-term debt (Note 3) 115,634,817 9,537,790
Tax collections payable 847,072 803,962,.
Other 1 450,068 1,630,402

Total Current Liabilities a f,686,034 86,453,629

DEFERRED CREDITS:

Accumulated deferred investment tax credits (Note 1) 61,862,372 46,771,987
Accumulated deferred income taxes (Note 1) 104,989,200 96,911,300
Other 9,535,762 2,293,846

Total Deferred Credits 176,387,334 145,977,133

COMMITMENTS AND CONTINGENCIES (Note 6)

TOTAL $1,630,743,594 $1,445,784,859

See notes to consolidated financial statements
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

CONSOLIDATED STATEMENTS OF INC0FE

For the Periods Ended June 30, 1979 and 1978
(Unaudited)

3 Mos. Ended June 30, 6 Mos. Ended June 30, 12 Mos. Ended June 30,
W/9 1978 1979 1978 1979 1978

OPERATING REVENUES (Notes 1 and 2):
Electric $ 85,369,383 $ 86,352,830 $178,688.122 $179,291,480 $381,766,879 065,688,137
Gas 29,575,454 22,594,830 67,875,051 55,650,159 114,029,298 94,910,564
Transportation (coach) 533 597 484,490 1,001,653 904,433 2,024,000 1,941,958

Total Operating Revenues W7 , IR 109,432,150 247,564,826 235,846,072 497,820,177 462,540,659

OPERATING EXPENSES:
Fuel used in electric generation 41,113,761 41,634,328 83,841,901 88,599,774 179,289,531 174,977,906
Power purchased, * (credit) (2,262,813) (655,411) (2,178,506) (5,136,282) (2,466.325) (6,245,803)
Gas purchased ' . sale 23,058,053 16,471,637 50,192,737 37,478,764 86,169,308 67,340,711
Other operation 11,877,655 9,784,366 23,521,830 18,970,5 1 44,119,344 38,178,163
Maintenance 6,464,656 5,892,022 11,272,883 10,161.',54 22,319.037 18,867,129
Depreciation and amortization (Note 1) 8,932,464 7,996,200 17,882,164 15,913,800 34,611,664 30,994,000
Amortization of storm damage expenses (Note 7) 64,833 - 64,833 - 64,833 -

Taxes (Note 1):
Other than income 6,445,819 5,737,170 13.237,583 11,804,715 24,850,609 22,956,170
State income 394,600 638,800 1,201,300 2,062,100 3,325,400 4,563,600
Federal income (credit) 424.800 (1,547.400) 4,627,900 4,300,200 10.478,100 10,963,400
Provision for deferred income 2,980,700 3,656,000 7,272,700 7.277,800 14,737,131 14,817,536
Deferred taxes (credit) (2,631,800) (1,059,400) (5,376,300) (3,494,600) (9,260,070) (5,984,164)
Investment tax credit adjustments:

Amount deferred 3,456,000 5,646,300 6,912,000 11,292,600 17,146,630 19.114,694
Amortization of amounts deferred (credit) 266 944) (199,444) (533,889) (398,889) (928,037) (722,537)

Total Operating Expenses T66, 93,995,168 211,939,136 198,832,0J7 424,457,155 389,820,805,

h OPERATING INCOME 15,4E6,650 15,436,982 35,625,690 37,014,035 73,363,022 72,719,854

OTHER INC0ME (Note 1):
Allowance for funds used during construction - equity 4,073,333 5,246,925 7,972,264 10.188,021 16.124,374 19,353,253
Income tax credit 2,338,7M 2,561,700 4,660,400 5,080,600 9.791,800 9,789,400
Other income, net, less income taxes effects (debit) (67,349) 17,400 63,731 214,027 572,435 (148,398)

Total Other Income 6,344,714 7,826,025 12,696,395 15,482,648 26,488,609 28,994,2H

INCOME BEFORE INTEREST CHAPGES 21,771,364 23,263,007 48,322,085 52,496,683 99,851,631 101,714,109

INTEREST CHARGES (Note 4): *

Interest on long-term debt 14,612,971 12,516,303 28,333,907 24,282,800 55,508,523 46,752,263
Amortization of debt premium, discount and expense, net 152,509 136,831 303,837 252,120 622,552 605,733
Other interest expense 1,246,314 535,308 2,524,769 1,391,854 3,631,863 2,677,786
Allowance for borrowed funds used during construction -

(credit) (Note 1) (3,119,481) (2,821,972) (6,088,215) (5,275,241) (11,660,698) (9,441,801)
Total Interest Charges 12,892,313 ~ 10,366,470 25,074,298 20,651,533 48,102,240 40,593,981

NET INCOME 8,879,051 12,896,537 23,247,787 31,845,150 51,749,391 61,120,12J
DIv!DENDS ON Pt VERRED STOCK 3,073,711 2,634,029 6,162,483 5,287,103 11,475,582 10,605,590
EARNINGS AVAILABLE FOR COMMON STOCK 5 5,805,34U TIO,262,508 5 17,085,304 Fl6,558,047 L40,273,809 3 50,514,538

-

AVERAGE COMMON SHARES OUTSTANDING 23,466, 64 22,060,656 23,025,148 21,752,819 22,6 3 ,646 21.019,557
EARNINGS PER AVERAGE SHARE OF CO' MON STOCK $ .25 $ .47 $ .74 $1.22 $1.78 $2.40

See notes to consolidated financial statements
ns t
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS
For the Periods Ended June 30, 1979 and 1978

(Unaudited)

6 Months Ended June 30, 12 Months Ended June 30,
1979 1978 1979 1978

UNAPPROPRIATED:
Balance at beginning of period $121,735,947 $107,897,373 $116,625,085 $ 99,770,551

ADD - Net income 23,247,787 31,845,150 51,749,391 ,61,120,128
Total 144,983,734 139,742,523 168,374,476 160,890,679

Deduct
Cash dividends declared:

Preferred stock 6,162,483 5,287,103 11,475,582 10,605,590
Common stock 19,469,215 17,830,335 37,546,858 33,660,004

Total Deductions 25,631,698 23,117,438 49,022,4TD 44,265,594
Unappropriated retained earnings at end of

period (Note 5) 119,352,036 116,625,085 119,352,036 116,625,085

APPROPRIATED (Note 6):
Balance at beginning of period 391,858 - 391,858 -

Transfer from amortization reserve - 359,010 - 359,010
Current provision - 32,848 - 32,848 -

Appropriated retained earnings at !

end of period 391,858 391,858 391,858 391,858 :

TOTAL RETAINED EARNINGS AT END OF PERIOD 5119,743,894 1117,016,943 5119,743,894 5117,016,943

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION
For the Periods Ended June 30, 1979 and 1978 .

(Unaudited)

6 Months Ended June 30, 12 Months Ended June 30,
1979 1978 1979 1978

WORKING CAPITAL PROVIDED:
Net income 1 23,247,787 5 31,845,150 $ 51,749,391 5 61,120,128
Charges (credits) to income not providing or

requiring working capital:
Depreciation and amortization 17,882,164 15,913,800 34,611,664 30,994,000
Deferred income taxes, net 1,896,400 3,783,200 5,477,061 8,833,372
Investment tax credit, net 6,378,111 10,893,711 16,218,593 1R,392,157
Allowance for funds used during construction (AFC) (14,060,479) (15,463,262) (27,785,072) Q28795054)

ITotal from Operations 35,343,983 46,972,599 60,271,637 su, .

Nuclear fuel trust 2,017,872 22,423,109 7.322,561 25,982,694
Sale of Securities:
Mortgage bonds 83,856,250 69,497,500 83,856,250 69,497,500
Pollution control revenue bonds - - - 5,155,000
Preferred stock 15,000,000 - 35,000,000 -

Common stock 21,607,129 30,352,606 28,167,903 34,222,874
Decrease in:

Other property and investments 328,436 - - 27,386
Other non-current funds 6,993,761 1,170,286 6,677,990 -

Total Working Capital Provided 165,147,431 170,416,100 241,296,341 225,430,057
WORKING CAPITAL APPLIED:

Utility plant additions (excluding AFC but including
Nuclear fuel Trust) 58,248,239 82,523,877 123,382,736 161,280,373

Cash Dividends:
Preferrer stock 6,162,483 5,287,103 11,475,582 10,605,590 ,

- Common s.ock 19,469,215 17,830,335 37,546,858 33,660,004
Reduction of long-term debt 68,699,813 1,466,851 108,810,412 3,496,330 .

Retirement of preferred stock 16.245,000 1,360,000 16,660,000 1,775,000
Increase in:
Other properto tr< invEstrents - 728,255 1,231,090 -

Other non. current funds - - - 1,858,098
Total Work ing Capital Applied 7 68.824,750 ~109.196,4R 299,106,678 212,675,395

INCREASE (DECRE ASE) IN WORKING CAPITAL 5 3,677,319) 5 61,219,679 1(57,810,337) 5 12,754,662

INCREASE (DECREASE) IN WORKING CAPITAL BY COMPONENT:
Cash 5 (1,651,684) $ 2,232,146 5 (1,856,450) $ (2,386,290)
Temporary cash investments 3,750,000 2,500,000 1,250,000 (6,500,000)
Rec eivab les (2,223,133) (1,031,995) 1,213,079 4,061,081
Paterials and supplies 7,872,318 (2,463,765) 21,132,890 16,074,254
Short-term borrowings (7,047,262) 38,012,649 (14,619,693) 814,292
Current portion of long-term debt (67,632,172) (269,598) (106.097,027) (446,523)
Accounts payable and accruals 19,289,165 20,579,668 (1,515,685) 1,155,515
Other, net 43,965,449 1,660,574 42,682,549 (17,667)

INCREASE (DECREASE) IN WORKING CAPITAL 5 (3,677,319) 5 61,219,679 5 57,610,337) 5 12,754,662

See notes to consolidated financial statements 1<,, _
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SOUTH CAROLINA ELECTRIC & GAS COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 1979

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
E

A. System of Accounts
The accounting records of the Company are maintained in accordance with the

uniform system of accounts prescribed by the Federal Energy Regulatory Commission
(FERC) and the South Carolina Public Service Commission (PSC).

B. Principles of Consolidation
The accounts of the Company's wholly-owned subsidiary, South Carolina .

LNG Company, Inc., are consolidated in the accompanying Consolidated Financial
Statements.

The Company's investment in its wholly-owned subsidiary, Energy Subsidiary,
Inc., is reported in the accompanying Consolidated Financial Statements using the
equity method of accounting.

C. Utility Plant
Utility plant is stated at original cost. The cost of additions, renewals

and betterments to utility plant, including di:7ct labor, material and indirect
charges for engineering, supervision, and an allowance for funds used during
construction, are added to utility plant accounts. The original cost of utility
property retired or otherwise disposed of is removed from utility plant accounts
and along with the cost of removal, less salvage, is charged to accumulated
depreciation. The cost of repairs, replacements and renewals of items of proper-
ty determined to be less than a unit of property is charged to maintenancegexpense.

D. Allowance for Funds Used During Construction
Allowance for funds used during construction (AFC), a non-cash item, re-

flects the cost for the period of capital devoted to plant under construction.
This cost represents interest charges on borrowed funds and a reasonable rate of
return on equity funds so used. This accounting practice results in the inclus-
ion, as a component of construction cost (construction work in progress), of
amounts of AFC which will ultimately be included in rate base in establishing
rates for utility charges. AFC was calculated using a 6.5% rate in 1979, 1978 and
1977 except for AFC related to nuclear fuel in trust which was capitalized at the
actual amount thereof. (See Note 4 - Nuclear Fuel Trust)

E. Depreciation
The Company provides for depreciation for financial reporting purposes on a

straight-line basis over the estimated useful lives of utility plant. Annual
rates averaged 3.09% and 3.29% for the twelve months ended June 30,1979 and
1978, respectively.

F. Income Taxes
Deferred income taxes, arising from the use af accelerated amortization and

depreciation rather than straight-line tax depreciation, are charged to income
currently with corresponding credits to accumulated deferred income taxes and are
credited to income in appropriate amounts when subsequent income tax liabilities
are greater as a result of this practice.

Income taxes are allocated to " Operating Expenses" or "Other Income." Theg
income tax-credit under "Other Income" re' ults from tax deductions related_

to

interest expense arising principally from investments n construction work in
progress.

nt' 9;,
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

F. Income Taxes (Continued)
Investment tax credits on eligible property as provided by the Revenue Act

of 1971 and the Tax Reduction Act of 1975 are being amortized over the lives
of the respectiva assets.

The Company's Federal income tax returns have been examined through 1975.

G. Pension Plan
The Company has a pension plan covering all employees. Total pension

contributions, including amortization of unfunded prior service cost, were
approximately $4.5 million and $3.7 million for the twelve months ended June 30,
1979 and 1978, respectively. Unfunded prior service cost of approximately $600
thousand, based on the latest actuarial valuation effective January 1,1979, is
being amortized over a twenty-year period ending in 1997.

The Company's policy is to fund pension costs accrued. There was an excess
of approximately $9.6 c.illion of actuarially computed value of vested benefits
over total plan assets based on the latest actuarial valuation.

H. Revenue Recognition
Customers' meters are read and bills are rendered on a monthly cycle basis.

Base rate revenue is recorded during the accounting period when the meters are
read. Revenue attributable to gas costs (to the extent collectible through
adjustment clauses) is recorded in the month during which the gas is used rather
than when the revenue is billed. Revenue attributable to any over or under
collections of electric fuel costs in the base rates is recorded in current month
ravenues.

I. Debt Premium, Discount and Expense
Long-term debt premium, discount and expense are oeing amortized over the

terms of the respective debt issues.

2. RATE MATTERS:

On December 13, 1977, the PSC issued an order which granted a portion of a
requested electric retail rate increase and which required a refund of approxi-
mately $7 million from net interchange sales to other utility companies, plus
interest.

During January 1978, the Company appealed to and was granted a stay by the
Court of Common Pleas for that portion of the PSC order requiring refund of the
$7 million. On January 29, 1979, the Supreme Court upheld the Court of Common
Pleas' determination and remanded the case to the Court of Common Pleas to
determine the substantive issue of whether or not the PSC had correctly ordered
the Company to refund the $7 million.

Since the refund ordered by the PSC has been eliminated from revenues and
the amount thereof recorded as a liability, an adverse determination of the
Company's appeal with respect thereto would not have a negative effect on
the Company's Consolidated Financial Statements.

On June 15, 1979 the FERC approved a settlement agreement between the
Company and its wholesale electric customers which increased revenues by $1.45
million annually effective November 15, 1978 based on the test year ended
December 31, 1978. This settlement resulted in a refund with interest of approx-
mately $417 thousand which was made in June, 1979.
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

On June 1,1979 the Company filed an application with the PSC to increase
retail rates by 10.77% for electric and 6.05% for gas operations. Annually, a
these new rates would produce increases of approximately $38.9 million in elec- W
tric revenues and $6.7 million in gas revenues, based on the test year ended
March 31, 1979. The Company placed the new electric rates into effect on July 1,
1979 and plans to place the new gas rates into effect on November 1,1979 with
the revenues collected from both being subject to refund with interest to the
extent not finally allowed.

3. LONG-TERM DEBT: June 30, June 30,
1979 1978

(Thousands of Dollars)
First & Refunding Mortgage Bonds:

3-1/8% S e r i e s , d u e 19 7 9 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,000 $ 4,000
10-1/2% Series, due 1979 .............................. 35,000 35,000
3% Series, due 1980 .............................. 22,200 22,200
3% Series A, due 1980 ............................ 4,000 4,000
8.45% Series, due 1981 .............................. 40,000 40,000
3-3!4% Series, due 1981 .............................. 3,930 4,020
7% Series, due 1982 .............................. 50,000 50,000
4-1/8% Series, due 1983 .............................. 2,740 2,800
9-3/8% Series, due 1984 .......................... ... 25,000 25,000
3-1/2% Series, due 1985 .............................. 3,500 3,575
5-1/2% Series, due 1987 .............................. 7,300 7,450
4-7/8% Series, due 1988 10,000 10,000.............................

10-1/2% Series, due 1990 .............................. 13,200 13,800
5% Series, due 1990 .............................. 10,000 10,000
5% Series, due 1991 .............................. 8,000 8,000 $4-7/8% Series, due 1995 .............................. 16,000 16,000
5.45% Series, due 1996 ......................... .... 15,000 15,000
6% Series, due 1997 ....... ...................... 15,000 15,000
6-1/2% Series, due 1998 .............................. 20,000 20,000
8% Series, due 1999 .............................. 35,000 35,000
9-1/8% Series, due 1999 .............................. 15,000 15,000
8% Series, due 2001 .............................. 35,000 35,000
7-1/4% Series, due 2002 .............................. 30,000 30,000
9-1/8% Series, due 2006 .............................. 50,000 50.000
8.40% Series, due 2006 .............................. 50,000 50,000
8-3/8% Series, due 2007 .............................. 30,000 30,000
8.90% Series, due 2008 .............................. 30,000 30,000
10-1/8% Series, due 2009 .............................. 35,000 -

9-7/8% Series, due 2009 .............................. 50,000 -

Pollution Control Facilties
Revenue Bonds:
4-1/2% Series, until October 1, 1979,

thereafter 70% of applicable
prime rate until October 1, 1981
and 75% of such prime rate until
maturity, due 1987 .................................. 5,155 5,155

5.95% Series, due 2003 .............................. 7,500 7,500
First Mortgage Bonds:
3-7/8% Series, due 1979 .............................. - 908
4% Series, due 1981 .............................. 362 873 g5% Consolidatad Mortgage Gold
Bonds, due 1999 (non-callable) ........................ 1,063 1,075

Unsecured Notes - Banks, due 1980 F73o <'

with interest nut to exceed 7.625% iv ') L9
over the term of the notes ............................ 45,000 45,000
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June 30, June 30,
1979 1978

(Thousands of Dollars)
First Mortgage Bonds - South

Carolina LNG Co., Inc.,
10-1/2% Series, due 1990 .............................. 10,120 10,810

Capitalized lease obligations -
vehicles ............ ................................. 2,129 1,398

Total ........................................ 736,199 653,564
Less current portion of long-term debt .................. 115,635 9,538

Total .........................................$620,564 $644,026

Substantially all utility plant is mortgaged in connection with the various }
issues of long-term debt. Approximately $6.8 million of the current portion of !
long-term debt at June 30, 1979 may be satisfied by deposit and cancellation of I
bonds issued upon the basis of bond retirement credits.

4. NUCLEAR FUEL TRUST:

A Trust Agreement dated September 30, 1976 and amended August 1, 1977
between the Company and The Citizens & Southern National Bank of South Carolina
as Trustee provides for the financing of the Company's two-thirds ownership share
(see Note 6) of the cost of nuclear fuel related to the initial core requirement
of the V. C. Summer Nuclear Station. Pursuant to terms of the Agreement, the
Company has assigned to the Trust certain contracts for purchase of nuclear fuel
and the Trustee will borrow necessary funds up to an aggregate amount of $42
million to purchase the fuel and to make interest payments (at 109% of prime rate
plus 1/4 of 1%) when due. The Company is unconditionally obligated to repurchase
the fuel ftom the Trust either prior to initial loading of fuc! into the reactor
or no later than June 30, 1980. For financial reporting purposes, purchases by
the Trust are assumed to have been made on behalf of the Company and the amounts
expended by the Trustee (approximately $38.9 million and $32.9 million through
June 30, 1979 and 1978, respectively) and certain fees, etc. accrued by the
Company (approximately $1.3 million at June 30, 1979 and none at June 30,1978)
are included in the accompanying Consolidated Financial Statements.

Pursuant to Staff (of t ie Securities and Exchange Commission) Accounting
Bulletin No. 28, the Company ias included in its 1977 Consolidated Statement of
Income and has restated its 1978 Consolidated Statement of Income to include
approximately $4.8 million and $1.6 :nillion for the twelve months endec June 30,
1979 and 197 , respectively, representing interest and related fees in " Interest
on long-term debt." Such amounts were offset by a like increase in " Allowance i
for borrowed funds used during construction - credit." This change had no effect [
on " Net Income." )

1

5. STOCKHOLDERS' INVESTMENT:
June 30, June 30,

1979 1978
Common Stock: (Thousands of Dollars)

$4.50 par value; Authorized -
30,000,000 shares; Outstanding,
1979 - 23,758,299 shares;
1978 - 22,070,467 shares ............................. $106,912 $ 99,317

Preferred Stock:
Cumulative $100 par value; Authorized,
1979 - 1,750,000 shares;

, ,, , ,
1978 - 1,000,000 shares:

;' j 4y0
6-7/8% Series (Outstanding
150,000 shares) ..................................... - $ 15,000
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June 30, June 30,
1979 1978 g

(Thousarids of Dollars)
7.70% Series (Outstanding,
1979 - 135,000 shares;
1978 - 137,400 shares) .............................. $ 13,500 13,740
8.12% Series (Outstanding,
1979 - 193,600 shares;
1978 - 198,000 shares) .............................. 19,360 19,800
8.40% Series (Outstanding
200,000 shares)....... .............................. 20,000 20,000

s, 10-3/4% Series (Outstanding
j 200,000 shares) ..................................... 20,000 20,000
C Cumulative $50 par value; Authorized,

1979 - 1,944,420 shares;
1978 - 1,957,120 shares:
4.50% Series (Outstanding,
1979 - 43,200 shares;
1978 - 44,800 shares)................................ 2,160 2,240
4.60% Series (Outstanding,
1979 - 26,334 shares;
1978 - 27,834 shares) ............................... 1,317 1,392
4.60% Series A (Outstanding,
1979 - 58,052 shares;
1978 - 60,052 shares)................................ 2,902 3,002
4.60% Series B (Outstanding,
1979 - 129,200 shares; g
1978 - 132,600 shares) .............................. 6,460 6,630
5% Series (Outstanding
125,234 shares) ..................................... 6,262 6,262
5.125% Series (Outstanding,
1979 - 88,000 shares;
1978 - 89,000 shares) ............................... 4,400 4,450
6% Series (Outstanding,
1979 - 134,400 shares;
1978 - 137,600 shares) .............................. 6,720 6,880
8% Series (Outstanding
300,000 shares) ..................................... 15,000 -

8.72% Series (Outstanding
400,000 shares) ..................................... 20,000 -

9.40% Series (Outstanding,;
1979 - 299,100 shares;
1978 - 306,000 shares) .............................. 14,955 15,300

Cumulative $25 par value; Authorized
2,000,000 shares; Outstanding - None................. - -

Total ........................................ $153,036 5134,696

The call premium of the respective series of preferred stock in no case
exceeds the amount of the annual dividend.

The amount of purchase fund or sinking fund requirements for preferred
stock for the succeeding twelve months is approximately $1.7 million at June g
30, 1979.
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Increases in " Premium on common stock" for the twelve months ended June
30, 1979 ($20.6 million) and June 30, 1978 ($25.6 million) represent the premium
on issuance of 1,687,832 and 1,914,117 shares of stock, respectively.

Increases in "Other paid-in capital" for th2 twelve months ended June 30,
1979 ($46 thousand) and June 30, 1978 ($16 thousand) consist of gains on the
reacquisition of 6,800 and 8,000 shares of preferred stock, respectively.

Increases in " Capital stock expense" for the twelve months ended June 30,
1979 ($477 thousand) and June 30, 1978 ($223 thousand) represent expenses in
connection with the issuance of common stock ($38 thousand and $251 thousand for
the twelve months ended June 30, 1979 and 1978, respectively) and preferred stock
($467 thousand for the twelve months ended June 30, 1979 and none for the twelve
months ended June 30, 1978) less $28 thousand for each of the twelve onunth
periods ended June 30, 1)79 and 1978, due to retirement of preferred stock
through purchase funds and sinking funds.

The Restated Articles of Incorporation of the Company and the indentures
underlying certain bond issues contain certain provisions that limit the payment
of cash dividends on common stock. The most restrictive of these provisions

wouid have permitted the payment of approximately $116.9 million of cash divi-
dends on common stock at June 30, 1979.

6. COMMITMENTS AND CONTINGENCIES:

A. Construction
In addition to routine commitments of approximately $14.0 million for

operating materials and supplies, the Company at June 30, 1979 had commitments
for major construction (including nuclear fuel) of approximately $81.7 million
(includes one-third interest of South Carolina Public Service Authority) for
construction of the V. C. Summer Nuclear Station.

The Company and the South Carolina Public Service Authority (a public
corporation of the State of South Carolina) have contracted to become joint
owners at the V. C. Summer Nuclear Station on the basis of two-thirds by the
Company and one-third by the Authority and to participate, on a like basis, in
the costs of construction, costs of operation and in the energy output thereof.
The Company's share (approximately $418.2 million and $329.9 million at June 30,
1979 and 1978, respectively) of costs of construction of the nuclear station,
which is scheduled for completion in 1980, is included in construction work in
progress. Each owner is responsible for financing its own share of the nuclear
station.

The Company has made a timely application for an operating license for the
V. C. Summer Nuclear Station and the Nuclear Regulatory Commission has granted a
petition to intervene in such proceeding to a resident of Fairfield County on
environmental and safety grounds. The Company is unable to predict at this time
whether proceedings by regulatory and governmental bodies would delay the issu-
ance of such license beyond the date of scheduled operation.

B. Licensed Projects
Licenses granted by the FERC with respect to the hydroelectric prcjects of

the Company provide that after an initial twenty-year period a portion of the
earnings on such projects in excess of a specified rate of return is to be set
aside in appropriated retained earnings.

The Company is licensee for five hydroelectric projects. The initial
license for two of the projects (Columbia and Saluda) expired in 1970 end 1977,
respectively, with the Company continuing operations under annual licenses.

<ni , n
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

7. AMORTIZATION OF STORM DAMAGE EXPENSES:

During February 1979 the Company encountered two severe ice storms in ?..
service area resulting in approximately $2.3 million in storm related expenses.
On May 31, 1979 the PSC authorized the Company to-amortize these expenses over a
three-year period beginning in June 1979. The recoverability of these expenses
is to be considered in connection with the Company's pending rate increase
applications.

8. RECLASSIFICATIONS:

Certain reclassifications, related to the Nuclear Fuel Trust, have been made
in the accompanying Consolidated Financial Statements for 1978. (See Note 4 -
Nuclear Fuel Trust)

O

O
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

MANAGEMENT'S ANALYSIS AND DISCUSSION OF OPERATIONS

Comparison of the Second Quarter Ended June 30, 1979,
with the Corresponding Quarter in 19/8.

- (a) Total operating revenues for the second quarter ended June 30, 1979, in-
creased $6.0 million over the corresponding quarter in 1978. Revenues from
the sale of electrical energy decreased $1.0 million, while revenues from the

~

sale of natural gas increased $7.0 million. The decrease in electric reve-
nues is attributable to a decrease in the sale of electrical energy to other
utilities (sales for resale) and decreased energy consumption by residential
customers. The decrease in sales for resale is primarily attributable to the
expiration of a contract on February 9,1979 with Georgia Fower Company for
the sale of 75,000 KW of firm power. Even with the continued growth in
customers, residential usage decreased primarily because average temperatures
experienced during the current quarter were lower than those in the corre-
sponding quarter in 1978. Such lower temperatures had the effect of reducing
energy consumption for air conditioning. The increase in revenues from the
sale of natural gas care be attributed to the recovery of the increased cost
of gas from the Company's supplier, which is passed along to gas customers
through the gas cost adjustment clause, and to increased consumption by gas
customers.

(b) Electric consumption decreased as follows: residential - 2.1% , sales for
resale - 31.3%. Commercial, industrial and other consumption increased by
1.9%, 6.0% and 3.0%, respectively. Natural gas consumption had an overall
increase of 3.0%.

(c) Operation and maintenance expenses, excluding taxes and depreciation, for the
second quarter ended June 30, 1979, showed an increase of $7.1 million over
the corresponding quarter in 1978 as detailed below:

Quarter Quarter
All Amounts Shown Ended Ended

in Millions of Collars 6-30-78 6-30-79 Change

Fuel Used in Electric Generation $41.6 $41.1 $( .5)
Net Purchased Power (.7) (2.3) (1.6)
Gas Purchased for Resale 16.5 23.0 6.5
Other Operaeion 9.8 11.9 2.1
Maintenance 5.9 6.5 .6

Total T73-I TBF.2 TTI

As shown above, fuel used in electric generation decreased $.5 million due to
an overall decrease in consumption of energy by electric customers. Net
purchased power, due to increased deliveries of electrical power to other
utilities, had the effect of decreasing operating expenses by $1.6 million.
The increase in gas purchased for resale of $6.5 million is due to the
continued upward trend in the price of natural gas and increased consumption

-15-
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

by gas customers. Other operation and maintenance expenses combined for an hincrease of $2.7 million. This incrase can be attributed to continued
inflationary pressures on wages and material costs and to the completion of
the Company's Fairfield Pumped Storage Project (four units were placed into
commercial operation in June 1978 and the remaining four units were placed
into coninercial operation in December 1978). See Note 7, " Amortization of
Storm Damage Expenses" of " Notes to Consolidated Financial Statements" for
the accounting of expenses incurred due to the ice storms that occurred in
the Company's service area during February 1979.

Co.iparison of the Second Quarter Ended June 30, 1979,
with the Preceding Quarter Ended March 31, 1979.

(d) The Company is of the opinion that current quarter data and preceding
quarter data may not be directly comparable because the operating results of
the Company are subject to seasonal changes in weather conditions.

(e) Total operating revenues for the second quarter ended June 30, 1979 showed
a decrease of $16.6 million from the preceding quarter ended March 31,
1979. Revenues from the sale of electrical energy decreased $7.9 mil-
lion, while revenues from the sale of natural gas decreased $8.7 million.
The decrease in elect /ic revenues is primarily attributable to two f actors:
(1) decreased consumption of energy by electric heating customers, and (2)
the usual increase in energy consumption for air conditioning was adversely
affected because the average temperature for May and June 1979 was below h
normal. The decrease in revenues fron the sale >f natural aas is primarily
attributable to the decrease in consumption by gas heating customers.

(f) Electric consumption decreased as fol bws: residential 26.5%, commercial
5.4%, sales for resale 23.2%, and other 1.2%. Industrial consumption
increased by 7.1%. Natural gas consumption had an overall decrease of
18.5%.

(g) Operation and maintenance expenses, excluding taxes and depreciation, for
the second quarter ended June 30, 1979 showed a decrease of $6.2 million
from the preceding quarter ended March 31, 1979, as detailed below:

Quarter Quarter
All Amounts Shown Ended Ended

in Millions of Dollar: 3-31-79 6-30-79 Change

Fuel Used in E k:tr c Generation $42.7 $41.1 $(1.6)
Net Purchased Power .1 (2.3) (2.4)
Gas Purchased for Resale 27.1 23.0 (4.1)
Other Operation 11.7 11.9 .2
Maintenance 4.8 6.5 1.7

Total 586.4 580.2 $ 6.2)

O
,
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

As shown above, fuel used in electric generation decreased $1.6 million
due to the decreased consumption of energy by electric customers. Net
purchased power, due to increased deliveries of electrical power to other
utilities, had the eff ect of decreasing operating expenses by $2.4 million.
Gas purchased for resale decreased $4.1 million due to a decrease in consump-
tion by gas heating customers. Other operations and maintenance expenses
combined for an increase of $1.9 million due to increaseu activity in sched-
uled maintenance. See Note 7, " Amortization of Storm Damage Expenses" of
" Notes to Consolidated Financial Statements" for the accounting of expenses
incurred due to the ice storms tnat occurred in the Company's service area
during February 1979.

Comparison of Six Months Ended June 30, 1979,
with the Corresponding Period in 1978.

(h) Total operating revenues for the six months period ended June 30, 1979
increased $11.7 million over the corresponding period for 1978. Revenues
from the sale of electrical energy decreased $.6 million and revenues
from the sale of natural gas increased $12.3 million. The decrease in
electric revenues is primarily attributable to milder than normal weather
in the first quarter of 1979 which reduced consumption for heating and
lower than average temperatures experienced during May and June of the second
quarter in 1979 which reduced consumption for air conditioning. Additional-
ly, electric revenues were adversely affected by two severe ice storms
during February 1979, which interrupted electric service, and by ge expira-
tion of a contract on February 9,1979 with Georgia Power Compar y for the
sale of 75,000 KW of firm power. The increase in revenues from the sale of
natural gas is attributable to increased consumption by gas customers
and the recovery of the increased cost of gas from our supolier through the
Company's gas cost adjustment clause.

(i) Electric consumption decreased as follows: residential 3.3%, sales for
resale 29.0%. Commercial, Industrial and Ot> c.onsumption increased
.2%, 5.3% and 5.8%, respectively. Consumption atural gas showed an'

overall increase of 4.0%.

(j) Operation and maintenance expenses, excluding .a es and depreciation, for
the six months period ended June 30, 1979, increased $16.6 million ovar the
corresponding period in 1978 as detailed below:

6 Months 6 Months
All Amounts Shown Ended Ended

in Millions of Dollars 6-30-78 6-30-79 Change

Fuel Used in Electric Generaticn $ 88.6 $ 83.9 $(4.7)
Net Purchased Power (5.1) (2.2) 2.9
Gas Purchased for Resale 37.5 50.2 12.7
Other Operation 19.0 23.5 4.5
Maintenance 10.1 11.3 1.2

Total $150.1 $166.7 $10.6

As shown above, fuel used in electric generation decreased $4.7 million
due to the decrease in consumption of electrical energy by other utilities

;m- q gr
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SOUTH CAROLINA ELECTRIC & GAS COMPANY g
(sales for resale) and residential customers. Net purchased power, due to
decreased deliveries of electric power to other utilities, had the effect
of increasing operating expenses by $2.9 million. Gas purchased for resale
showed an increase of $12.7 million due primarily to increased consump-
tion by gas customers and the increased cost of natural gas from the Com-
pany's supplier. Continuing inflationary pressures on wages and material
costs and the completion of the Company's Fcirfield Pumped Storage Project
(see paragraph (c)) ccmbined to increase other operation and maintenance ,

expenses by $5.7 million. See Note 7. " Amortization of Storm Damage Expenses"
of "Netes to Consolidated Financial Statements" for the accounting of ex-
penses incurred due to the ice storms that occurred in the Company's service
area during February 1979.

O

.
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Part II

OTHER INFORMATION

Item 1. Legal Proceedings.

On January 29, 1979 the South Carolina Supreme Court ruled that the*

Company's petition to the South Carolina Public Service Conmission
(PSC) for a rehearing regarding the order by the PSC to refund $7.0

.

million (see Note 2, " Rate Matters" of " Notes to Consolidated Financial
Statements") was timely filed, and the Company's appeal could be heard by
the Court of Common Pleas. Arguments on the Company's appeal were heard
on June 25, 1979, and the Company is awaiting a decision.

Items 2 to 4, inclusive, are not applicable.

Item 5. Increase in Amount Outstanding of Securities or Indebtedness.

(a) - (b) On May 23, 1979 the Board of Directors of the Company authorized an
issue of $50,000,000 principal amount of First and Refunding Mortgage
Bonds, 9-7/8% Series due June 1, 2009. Such bonds were issued on
June 13, 1979 under a Thirty-second Supplemental Indenture dated as
of June 1, 1979 (see Exhibit 1). Bonds in the principal amount of
$716,445,000 had been previously issued under and pursuant to the
terms of the Indenture of South Carolina Power Company (assumed by
South Carolina Electric & Gas Company) dated as of January 1,1945,
as supplemented; and the principal amount of bonds last reported
outstanding was $614,870,000 and as of July 1, 1979, $575,870,000
principal amount of bonds was outstanding exclusive of the $50,000,000
issued as indicated above.

The aggregate net cash proceeds from the Company's offering and sale
of $50,000,000 principal amount of First and Refunding Mortgage Bonds
9-7/8% Series due June 1, 2009 was approximately $49,250,000, plus
accrued interest from June 1,1979, and before deduction of expenses
estimated at $107,000.

(c) The names of the principal underwriters, none of which are affiliates
of the Company, are as follows:

Kidder, Peabody & Co., Incorporated Robert Fleming Incorporated
Bache Halsey Stuart Shields Inc.. Ladenburg, Thalmann & Co., Inc.
The First Boston Corporation Moseley, Hallgarten, Estabrook &
Bear, Stearns & Co. Weeden, Inc.
Blyth Eastman Dillon & Co. Inc. New Court Securities Corporation
Dillon, Read & Co. Inc. Nomura Securities Internati 'n
Donaldson, Lufkin & Jenrette Securities 0ppenheimer & Co., Ir.c.

Corporation Stuart Brothers
Goldman, Sachs & Co. Thomson McKinnon Securities Inc.
E. F. Hutton & Company Tucker, Anthony & R. L. Day, Inc.
Lazard Freres & Co. Wheat, First Securities, Inc.
Lehman Brothers Kuhn Loeb Inc. American Securities Corporation
Loeb Rhoades, Hornblower & Co. Dain, Kalman & Quail, Incorporated
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(c) Underwriters (Continued) O
Merrill Lynch, Pierce, Fenner & Smith Fahnestock & Co.

Ir.corporated Frost, Johnson, Read & Smith, Inc.
Paine, Webber, Jackson & Curtis Interstate Securities Corporation

Incorporated Johnson, Lane, Space, Smith & Co., Inc.
L. F. Rothschild, Unterberg, Towbin Laidlaw Adams & Peck Inc.
Salomon Brothers McCarley & Company, Inc. -

Smith Barney, Harris Upham & Co. un. E. Pollock & Co., Inc.

Shearson Hayden Stone Inc. Mcdonald & Company
Incorporated Prescott, Ball & Turben, Inc. '

Warburg Paribas Becker Inc. Anderson & Strudwick, Incorporated
Wertheim & Co., Inc. Craigie Incorporated
Dean Witter Reynolds Inc. First Southwest Company
The Robinson-Humphrey Company, Inc. Freeman Securities Company, Inc.
ABD Securities Corporation Herzfeld & Stern
Atlantic Capital Corporation Howard, Weil, Labouisse, Friedrichs
Basle Securities Corporation Incorporated
J. C. Bradford & Co. Kirkpatrick, Pettis, Smith, Polian Inc.
Alex. Brown & Sons Thomas & Company, Inc.
A. G. Edwards & Sons, Inc. Burton J. Vincent, Chesley & Co.

(d) Of the approximately $49,250,000 net proceeds from 2009 Series A
Bonds, $39,000,000 was applied to the payment at maturity of $4,000,000
principal amount of a 3-1/8% Series and $35,000,000 principal amount of
a 10-1/2% Series of First and Refunding Mortgage Bonds, due July 1,
1979. The balance of such net proceeds will be used to retire a like
amount of the Company's short-term indebtedness incurred or to be
incurred as a result of construction expenditures.

(e) These securities are registered under the Securities Act of 1933, as
amended.

Item 6 is not applicable.

Item 7. Submission of Matters to a Vote of Security Holders

(a) The annual meeting of stockholders of the ompany was held on April
25, 1979. In order to provide suff:cient time for the receipt of
additional proxies concerning a proposed amendment to the Company's
Restated Articles of Incorporation, the meeting was adjourned until
11:00 a.m. on May 23,1979 at which time the remaining business was
completed and the annual meeting adjourned.

(b) The following individuals were elected Directors of the Company to
'

serve until the next annual meeting: J. K. Addy, W. B. Bookhart,
Jr. , W. R. Bruce, Sr. , K. W. French, J. B. Guess, III, B. A. Hagood,
J. F. Hassell, Jr., Avram Kronsberg, J. H. Lumpkin, F. C. McMaster,
E. W. Pike, Jr., J. B. Rhodes, J. E. Schachte, Jr. , V. C. Summer, W.
H. Taylor, A. M. Williams, and 0. S. Wooten.

(c) 1. The adoption of the resolr %n that all actions taken by the h
directors and officers of the Company from April 26, 1978 to
May 23, 1979 be ratified, confirmed, and aparoved in every respect.
Holders of 17,150,216 shares of common stock voted in person or by
proxy in f avor of the resolution and there were no votes cast

A'" 9rIagainst the resolution.
I~~) /JJ
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2. Article V of the Company's Restated Articles of Incorporation was
amended to increase the authorized number of shares of $100 par
value preferred stock which the Company may issue from 1,000,000 to
1,750,000 shares. Article V as amended is as follows:

"The total number of shares which the Company shall be
authorized to issue is 35,698,020, of which 2,000,000 shall'

be Preferred Stock of the par value of $25 per share, issuable
in series, 1,948,020 shall be Preferred Stock of the par value

.

of $50 per share, issuable in series, 1,750,000 shall be
Preferred Stock of the par value of $100 per share, issuable
in series, and 30,000,000 shall be Common Stock of the par
value of $4.50 per share."

The vote on the amendment was 16,917,978 in favor of and 410,979
against.

Item 8. Other Materially Important Events.

A. Rate Matters

On June 1,1979 1.he Company filed with the PSC an application for a
rate increase for substantially all of its electric retail customers
and an application for a rate increase for substantially all of its
gas customers. The electric rate application seeks an increase of
approximately 10.77% of basa revenues, which would produce addi-
tional revenues of approximately $38,891,000 annually based on the
Company's operations for the test year ended March 31, 1979. The
Company placed this increase in effect on July 1,1979, subject to
refund with interest to the extent not finally allowed. The gas rate
application seeks an increase of approximately 6.05% of gas revenues,
which would produce additional revenues of approximately $6,749,000
annually based on the Company's operations for the test year ended
March 31,1979. The Company plans to place this increase in effect
on November 1, 1979, subject to refund with interest to the extent
not finally allowed.

There can be no assurance that all or any part of the requested
increases will be granted.

On June 15, 1979 the FERC approved a settlement agreement between the
Company and its wholesale electric customers which increased revenues
by $1.45 million annually effective November 15, 1978 based on the
test year ended December 31, 1978. This settlement resulted in a
refund with interest of approximately $417 thousand which was made in
June 1979. -

B. Construction

The Company has revised its construction program to defer the in-ser-
vice date for two proposed 550 MW coal-fired units from the mid-1980's
to the latter part of the 1980's. It also plans to retain in service
131 MW of internal combustion turbines used for peak load generatien
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

previously scheduled for retirement in 1981 and to add as peaking
units 300 MW of internal combustion turbines in the mid-1980's. As a
resalt, the Company's previously announced $804 million construction g
program for ths years 1980-1983 will be reduced by $349 million.

The Company's construction program, which is subject to continuing
review and adjustment, for 1979 and for the four-year period 1980-1983
as now schedulrd involves costs estimated as follows (estimates
include allowance for funds used during construction estimated at .

$24,751,000 for 1979 and $37,083,000 for the '980-1983 period and the
cost of nuclear cores, estimated at $95,09: ,000 for the 1979-1983
period): -

Type of Facilities 1979 1980-1983
(thousands of dollars)

Electric
Generation .............................. $ 97,717 $212,626
Transmission ............................ 20,484 68,924
Distribution ............................ 29,836 143,410
Other ................................... 4,976 10,600

Total Electric ..................... 153,013 435,560
Gas ............... 7,187 19,214.........................

Transportation (Coacn) ....................... 287 301
Total Co.1struction ................. $160,487 $455,075

In addition to the cash requirements for its construction pro-
gram, during the years 1980-1983 the Company has an aggregate of a
$203,019,000 of long-term debt maturing (including sinking fund W
maturities, of which $27,784,000 are expected to be satisfied by
certifying property additions) and $10,760,000 of purchase or sinking
fund requirements for preferred stock.

C. Environmental

South Carolina Department of Health and Environmental Control (DHEC)
regulations and various voluntary compliance orders entered into by
the Company and DHEC required installation at the Company's baseload
fossil-fuel plants by July 1, 1979 of continuous recording stack
monitors to measure visual opacity of stack exhausts. The Company
completed installation of the monitors at all its plants except for
Unit No. 3 of Canadys Station where delays in delivery of construc-
tion materials prevented timely installation of the stack monitor.
The Company estimates that 'he monitor can be installed during the.

latter part of August, 1979. DHEC has been notified of the delay
and reasons therefor. The Company does not expect ;nforcement
action by DHEC. -

Item 9. Exhibits and R3 ports

A. Exhibits

1. Conformed copy of Thirty-second Supplemental Indentuie with
respect to Item 5(a)-(b). h

B. Reports

There were no reportable events during the current quarter that
required a Form 8-X to be filed.

''90 ') r 7''-22-
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

.

.

.

SOUTH CAROLINA ELECTRIC & GAS COMPANY
(Registrant)

/s/ T. M. Groetzinger
T. M. Groetzinger

Vice President & Controller

.

.

August 13, 1979.

.
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SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

FORM 10-Q

QUARTEPLY REPORT UNDER SECTION 13 or 15 (d)
0F THE SECURITIES EXCHANGE ACT OF 1934.

,

For Quarter Ended June 30, 1979 Commission File Number 1-3375
,

South Carolina Electric & Gas Company
(Exact name of registrant as specified in its charter)

-

South Carolina 57-0248695
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

328 Main Street, Columbia, South Carolina 29218
(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area code (803) 799-1234

Former name, former address and former fiscal year, if changed since last report.

Indicate by check mark whether the registrant (1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securites Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrant
was required to file such reports), and (2) has been subject to such filing
requirements for the past 9t days.
Yes x. No .

Indicate the number r/ shares outstanding of each of the issuer's classes of
common stock, as of the close of the period covered by this report.

*
.

Common: 23,758,299

The information furnished herein reflects all adjustments which are, in
the opinion of management, necessary for a fair statement of the results for
the interim periods reported.
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PART I

FINANCIAL INFORMATION

O
SOUTH CAROLINA ELECTRIC & GAS COMPANY

CONSOLIDATED BALANCE SHEETS
June 30, 1979 and 1978

(Unaudited)

ASSETS

1979 1978

UTILITY PLANT (including construction work in progress;
1979 - $467,855,852; 1978 - $422,844,661) (Notes 1,3 and 4):
Electric $1,539,567,513 $1,403.653,267
Gas 134,882,770 131,960,,16
Transportation (coach) 3,651,782 3,644,930
Common 14,061,218 12,836,980

Total 1,692,163,283 1,552,095,923
Less accumulated depreciation and amortization 315,831,874 283,591,227

Utility Plant, net (excluding nuclear fuel in trust) 1,376,331,409 1,268,504,696
Nuclear fuel in trust 40,937,565 32,915,004

Utility Plant, net 1,416,568,974 1,301,419,700

OTHER PROPERTY AND INVESTMENTS:
Nonutility property (substantially at cost) 9,690,327 2,447, 1

Investment in, notes receivable and advances to
subsidiary (Note 1) 11,802,285 17,754,

Other investments and special funds (at cost or less) 86,471 145,721
Total Other Property and Investments 21,579,083 20,347,993

CURRENT ASSETS:
Cash 2,365,811 4,222,261
Temporary cash investments 3,750,000 2,500,000
Special deposits 41,671,394 767,981
Receivables 44,667,172 43,454,093
Materials and supplies (at average cost or less):

Fuel 69,208,682 48,882,194
Other 6,415,455 5,609,053

Prepayments 4,874,935 3,095,799
Total Current Assets 172,953,449 108,531,381

&

DEFEkRED DEBITS:
Unamertized debt expense 3,934,595 4,059,510'
Other 15,707,493 11,426,275

Total Deferred Debits 19,642,088 15,485,785

TOTAL $1,630,743,594 $1,445,784,859

See notes to consolidated financial statements g
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

CONSOLIDATED BALANCE SHEETS
June 30, 1979 and 1978

(Unaudited)

LIABILITIES

1979 1978
STOCKHOLDERS' INVESTMENT (Notes 5 and 6):

Preferred stock $ 153,036,000 5 134,69t 900.

Common stock (Authorized 30,000,000 shares: Outstanding.

shares: 1979 - 23,758,299; 1978 - 22,070,467) 106,912,346 99,317,102
Premium on comon stock 207,688,426 187,115,767,
Other paid-in capital 4,243,848 4,197,992
Capital stock expense (debit) (5,729,717) (5,252,987)
Retained earnings:

Unappropriated 119,352,036 '~5,625,085
Appropriated 391,858 391,858

Total Stockholders' Investment 585,894,797 537,090,817

LONG-TERM DEBT (Note 3):
Principal amounts 620,564,279 644,026,383
Less unamortized discount and premium, net 1,026,415 678,107

Long Term Debt, net 619,537,864 643,348,276
Total Capitalization 1,205,432,661 1,180,439,093

NUCLEAR FUEL TRUST (Note 4) 40,237,565 32,915,004

CURRENT LIABILITIES:
Shert-term borrowings:

Banks 1,757,300 2,321,900
Other 15,620,369 436,076

Accounts payable and customer rate refunds (Note 2) 32,435,899 33,258,360
Customer deposits 5,782,042 5,580,195
Taxes accrued 6,377,120 7,357,688
Interest accrued 15,720,212 13,954,642
Dividends declared 13,061,135 11,572,614
Current portion of long-term debt (Note 3) 115,634,817 9,537,790
Tax collections payable 847,072 803,962
Other 1,450,068 1,630,402

Total Current Liabilities 208,686,034 86,453,629i
~

DEFERRED CREDITS:

Accumulated deferred investment tax credits (Note 1) 61,862,372 46,771,987
Accumulated deferred income taxes (Note 1) 104,989,200 96,911,300
Other 9,535,762 2,293,846

Total Deferred Credits 176,387,334 145,977,133

COMMITMENTS AND CONTINGENCIES (Note 6)

TOTAL $1,630,743,594 $1,445,784,859

See notes to consolidated financial statements
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SOUTH CAROLINA ELECTRIC & GAS COMPANY *

CONSOLIDATED STATEMENTS OF INCOME

For the Periods Ended June 30, 1979 and 1978
(Unaudited)

3 Mos. Ended June 30, 6 Mos. Ended June 30, 12 Mos. Ended June 302
T979 1978 1979 1978 1979 1978

OPERATING REVENUES (Notes 1 and 2):
Electric $ 85,369,383 5 86,352,830 $178,688,122 1179,291.480 $381,766,879 1365,688.137
Gas 29,575,454 22,594,830 67,875,051 55,65'',159 114,029,298 94,910,564
Transportation (coach) 533,597 84,490 1,001,653 904,433 2,024,000 1,941,958

Total Operating Revenues ~ITF478,TJ4 759,437 ITO 7 47,564,826 235,846,072 497,820,177 "362,540,G59

OPERATING EXPENSES:
Fuel used in electric generation 41,113,761 41,634,328 83,841,901 P9.599,774 179,289,531 174,977,906
Power purchased, net (credit) (2,262,813) (655,411) (2,178,506) (5,136,282) (2,466,325) (6,245,803)
Gas purchased for resale 23,058,053 16.471,637 50,152,737 37,478,764 86,169.308 67,340,711
Other operation 11,877,655 9,784,366 23,521,830 18,970,501 44,119,344 38,178,163
Maintenance 6,464,656 5,892,022 11,272.883 10,161,554 22,319,037 18,867,129
Depreciation and amortization (Note 1) 8,932,464 7,996,200 17,882,164 15,913,800 34, ill,664 30.994.000
Amortization of storm dama;? expenses (Note 7) 64,833 - 64,833 64,833 --

Taxes (Note 1):
Other than income 6,445,819 5,737,170 13.237,583 11,804.715 24,850,609 22,956,170
State income 394,600 638,800 1,201,300 2,062.100 3,325,400 4,563,600
Federal income (credit) 424,800 (1,547,400) 4,627,900 4,300,200 10,478,100 10,963,400
Provision for deferred income 2,980,700 3,656,000 7,272,700 7,277,800 14,737,131 14,817.536
Deferred taxes (credit) (2,631,800) (1,059,400) (5,376,300) (3,494,600) (9.260,070) (5,984,164)
Investment tax credit adjustments:

Arnount deferred 3,456,000 5,646,300 6,912,000 11,292,600 17,146,630 19,114,694
Amortization of amounts deferred (credit) (266,944) (199.'4) (533,889) (398,889) (928,037)

389(,820,80S722,537)Total Operating Expenses 100,051,784 93,995 J 211,939,136 198,832,03,7 424,45 7,lT5

h OPERATING INCOME 15,426,650 15.436,982 35,625,690 37,014,035 73,363,022 72,719,854

OTHER INCOME (Note 1):
Allowance for funds used during construction - equity 4,073,363 5,246,925 7,972,264 10.188,021 16,124,374 19,353,253
Income tax-credit 2,338,700 2,561,700 4.660,400 5,080,600 9.791,800 9,789,400
Other income, net, less income taxes effects (debit) (67,349) 17,400 63,731 214,027 572,435 (148,398)

Total Other Incorne 6,344,714 7,826,025 12,696,395 15,482,64B 26,488,609 28,994,755

INCOME BEFORE INTEREST CHARGES 21,771,364 23,263,007 48,322,085 52,496,683 99,851,631 101,714,109

INTEREST CHARGES (Note 4): *

Interest on long-term debt 14,612,971 12,516,303 28,333,907 24,282,800 55,508,523 46,752,263
Amortization of debt premium, discount and expense, net 152,509 136,831 303,837 252,120 622,552 605,733
Other interest expense 1,246,314 535,308 2,524,769 1,391,854 3,631,863 2,677.786
Allowance for borrowed funds used during construction -

(credit) (Note 1) Q3,119481) (2,821,972) (6,088,215) (5,275,_41)
(48,10T,245
11,650,698) (9,441,801)

Total Interest Charges uj9 , 7 0,366,470 25,074,298 20,651,533 40,593,9,81

NET INCOME 8,879,051 12,896,537 23,247,787 31,845,150 51,749,391 61,120,128
O!VICENDS ON PREFERREO STOCK 3,073,711 2 634,029 6,162,483 5 287 103 11 475,582 10,605,590
EARNINGS AVAILA8LE FOR COMMON STOCK 5 5,805,340 UT0', M ,308 5 17,085,304 F M,55B*U47 F40*,773~BU9 T 5E 5Tr 538

AVERAGE COMMON SHARES OUTSTANDING 23,466,664 22,060,656 23,025,148 21,752,819 22,665,646 21.019.557
EARNINGS PER AVERAGE SHARE OF COMMON STOCK $ .25 $ .4 7 5 .74 11.22 31.78 12.40

See notes to consolioated financial statements
e n e - n
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS
For the Periods Ended June 30, 1979 and 1978

(Unaudited)

6 Months Ended June 30, 12 Months Ended June 30,
1979 1978 1979 1978

UNAPPROPRIATED:
Balance at beginning of pe iod 5121,735,947 $107,897.373 5116,625,085 $ 99,770,551

ADD - Net income 23,247,787 31,845,150 51,749,391 61,120,128
Total 144,983,734 139,742,523 168,374.476 W,c;90,6/9

Deduct
Ca-.i dividends declared:

Preferred stock 6.162,483 5,287.103 11,475,582 10,605,590
Common stock 19,469,215 17,830,335 37,546,858 33,660,004

Total Deductions 25,631,698 23,117,433 49,022 T40 44,265,594,

Unappropriated retained earnings at end of
period (Note 5) 119,352,036 116,625,085 119,352,036 116,625,085

,

APPROPRIATED (Note 6):
Balance at beginning of period 391,858 - 391,858 -

Transfer from amortization reserve - 359,010 - 359,010
Current provision - 32,848 - 32,848

Appropriated retained earnings at
end of period 391,858 391,858 391,858 391,858

TOTAL RETAINED EARNINGS AT END OF PERIOD T119,743,894 5117,016,943 5119,743,894 5117,016,943

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION
For the Periods Ended June 30, 1979 and 1978 .

(Unaudited)

6 Month * Ended June 30, 12 Months Ended June 3S
T97F 1978 1979 1976

WORKING CAPITAL PROVIDED:
Net income 1 23,247,/87 1 31,845,150 5 51,749,391 $ 61.120,128
Charges (credits) to income not providing or

requiring working capital:
Depreciation and amortization 17,882,164 15,913,800 34,611,664 30.994,000
Deferred income taxes, net 1,896,400 3,783,200 5,477,061 8,833.372
Investment tax credit, net 6,378,111 10,893,711 16.218,593 18.392,157
Allowance for funds used during construction (AFC) (14,060,479) (15,4f3,262) (27,785,072) (28,795,054)

Total from Operations 35,343,983 46,9 7,5Y9 80,271,637 90,544,603
Nuclear fuel trust 2 9 7,872 22.4?3.109 7,322,561 25,982,694
Sale of Securities:
Mortgaae bonds 83,t -,250 69,497,500 83,856,250 69,497.500
Pollution control revenue bonds - - - 5,155,000
Preferred stock 15,000,000 - 35,000,000 -

Common s"ck 21,607,129 30,352,606 28,167,903 34,222,874
Decrease u:

Other property and investments 328,436 - - 27,386
Other non-current funds 6,993,761 1,170,286 6,677,990 -

Total Working Capital Provided 165,147,431 170,416,100 241,296,341 225,430,057
WORKING CAPITAL APPLIED:

Utility plant additions (excluding AFC but including
Nuclear Fuel Trust) 58,248,239 82,523,877 123,382,736 161,280,373

Cash Dividends:
Preferred stod 6,162,483 5,287,103 11,475,582 10,605,590

,
Common stock 19,469,215 17,830,335 37,546,858 33,660,004 q

kReduction of long-tenn debt 68,699,813 1,466,851 108,810,412 3,496,330
Retirerent of preferred stock 16,245,000 1,360,000 16,660,000 1,775,000
Increase in:

.
Other prcTert' ut investnents - 728,255 1,231,0en -

Other non-current funds - - - 1,858,098
Total Working Capital Applied 7 68.824,750 109,196,421 299,106,678 212,675,395

INCREASE (DECREASE) IN WORKING CAPITAL 5 (3,677,319) 5 61,219,679 5 57,810,337) 5 12,754,662

1NCREASE (DECREASE) IN WORKING CAPITAL BY COMPONENT:
Cash 1 (1,651,684) $ 2,232,146 5 (1,856,45F, ' b .386,290)
Temporary cash investments 3,750,000 2,500,000 1,250,000 (6,500,000)
Receivables (2,223,133) (1,031,995) 1,213,079 4.061,081
Materials and supplies 7,872,318 (2,463,765) 21,132,890 16,074,254
Short-term borrowings (7,047,262) 38,012,649 (14,619,693) 814.292
Current portion of long-terin debt (67,632,172) (269,598) (106,097,027) (446,523)
Accounts payable and accruals 19,289,165 20,579.668 (1,515,685) 1,155,515
Other, net 43,965,449 1,660,574 42,682,549 (17,667)

INCREASE (DECREASE) IN WORKING CAPITAL 5 (3,677,319) 5 61,219,679 5 57,810,337) T 12,754,662

See notes to consolidated financial statements , ,, , ,
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SOUTH CAROLINA ELECTRIC 8 GAS COMPANY
NOTES TO CONSOLIDATED FINANCI AL STATEMENTS

June 30, 1979

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
.

A. System of Accounts
The accounting records of the Company are maintained in accordance with the

uniform system of accounts prescribed by the Federal Energy Regulatory Commission
(FERC) and the South Carolina Public Service Commission (PSC).

B. Principles of Consolidation
The accounts of the Company's wholly-owned subsidiary, South Carolina

LNG Company, Inc., are consolidated in the accompanying Consolidated Financial
,

Statements.
The Company's investment in its wholly-owned subsidiary, Energy Subsidiary,

i Inc., is reported in the accompanying Consolidated Financial Statements using the
,

equity method of accounting.

C. Utility Plant
Utility plant is stated at original cost. The cost of additions, renewals

and betterments to utility plant, including direct labor, material and indirect
charges for engineering, supervision, and an allowance for funds used during
construction, are added to utility plant accounts. The original cost of utility
property retired or otherwise disposed of is removed from utility plant accounts
and along with the cost of removal, less salvage, is charged to accumulated
depreciation. The cost of repairs, replacements and renewals of items of proper-
ty determined to be less than a unit of property is charged to maintenance gexpense.

D. Allowance for Funds Used During Construction
Allowance for funds used during construction ( AFC), a non-cash item, re-

flects the cost for the period of capital devoted to plant under construction.
This cost represents interest charges on borrowed funds and a reasonable rate of
return on equity funds so used. This accounting practice results in +he inclus-
ion, as a component of construction cost (construction work in progress), of
amounts of AFC which will ultimately be included in rate base in establishing
rates for utility charges. AFC was calculated using a 6.5% rate in 1979, 1978 and
1977 except for AFC related to nuclear fuel in trust which was capitalized at the
actual amount thereof. (See Note 4 - Nuclear Fuel Trust)

E. Depreciation
The Company provides for depreciation for financial reporting purposes on aa

straight-line basis over the estimated useful lives of utility plant. Annual
rates averaged 3.09% and 3.29% for the twelve months ended June 30, 1979 and,

1978, respecti ely.

F. Income Taxes
Deferred income taxes, arising from the use of accelerated amortization and

depreciation rather than straight-line tax depreciation, are charged to income
currently with corresponding credits to accumulated deferred inccme taxes and are
credited to income in appropriate amounts when subsequent income tax liabilities
are greater as a result of this practice.

Income taxes are allocated to " Operating Expenses" or "Other Income." The g
income tax-credit under "Other Income" results from tax deductions related to W
interest expense arising principally from investments in construction work in
progress.

..m ii n
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

F. Income Taxes (Continued)
Investment tax credits on eligible property as provided by the Revenue Act

of 1971 and the Tax Reduction Act of 1975 are being amortized over the lives
of the respective assets.

The Company's Federal income tax returns have been examined through 1975.

G. Pension Plan
The Company has a pension plan covering all employees. Total pens in

contributions, including amortization of unfunded prior service cost, were
approximately $4.5 million and $3.7 million for the twelve months ended June 30,
1979 and 1978, respectively. Unfunded prior service cost of approximately $600
thousand, based on the latest actuarial valuation effective January 1,1979, is
being amortized over a twenty-year period ending in 1997.

The Company's policy is to fund pension costs accrued. There was an excess
of approximately $9.6 million of actuarially computed value of vested benefits
over total plan assets based on the latest actuarial valuation.

H. Revenue Recognition
Customers' meters are read and bills are rendered on a monthly cycle basis.

Base rate revenue is recorded during the accounting period when the meters are
read. Revenue attributable to gas costs (to the extent collectible through
adjustment clauses) is recorded in the month during which the gas is used rather
than when the revenue is billed. Revenue attributable to any over or under
collections of electric fuel costs in the base rates is re.orded in current month
revenues.

I. Debt Premium, Discount and Expense
Long-term debt premium, discount and expense are being amortized over the

terms of the respective debt issues.

2. RATE MATTERS:

On December i3, 1977, the PSC issued an order which granted a portion of a
requested electric retail rate increase and which required a refund of approxi-
mately $7 million from net interchange sales to other utility companies, plus
interest.

During January 1978, the Compar.y appealed to and was granted a stay by the
Court of Common Fleas for that portion cf the PSC order requiring refund of the

$7 million. On January 29, 1979, the Supreme Court upheld the Court of Common
Pleas' determination and remanded the case to the Court of Common Pleas to
determine the substantive issue of whether or not the PSC had correctly ordered
the Company to refund the $7 million.

Since the refund cedered by the PSC has been eliminated from revenues and
the amount thereof rr. corded as a liability, an adverse determination of the
Company's appeal wi h respect thereto would not have a negative effect ont

the Company's Consolidated Financial Statements.
On June 15, 1979 the FERC approved a settlement agreement between the

Company and its wholesale electric customers which increased revenues by $1.45
million annually effective November 15, 1978 based on tF test year ended
December 31, 1978. This settlement resulted in a refund with 1r terest of approx-
mately $417 thousand which was made in June, 1979.
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

On June 1,1979 the Company filed an application with the PSC to increase
retail rates by 10.77% for electric and 6.05% for gas operations. Annually,
these new rates would produce increases of approximately $38.9 million in elec-
tric revenues and $6.7 rrillion in gas revenues, based on the test year ended
March 31, 1979. The Company placed the new electric rates into effect on July 1,
1979 and plans to place the new gas rates into effect on November 1,1979 with
the revenues collected from both being subject to refund with interest to the
extent not finally allowed.

3. LONG-TERM DEBT: June 30, June 30,
1979 1978

(Thousands of Dollars)
First & Refunding Mortgage Bonds:

3-1/8% Series, due 1979 ..............................$ 4.000 $ 4,000
10-1/2% Series, due 1979 ..... 35,000 35,000......................

3% Series, due 1980 .............................. 22,200 22,200
3% Series A, due 1980 ............................ 4,000 4,000
8.45% Series, due 1981 .............................. 40,000 40,000
3-3/4% Series, due 1981 .............................. 3,930 4,020
7% Series, due 1982 .... ......................... 50,000 50,000
4-1/8% Series, due 1983 .............................. 2,740 2,800
9-3/8% Series, due 1984 .............................. 25,000 25,000
3-1/2% Series, due 1985 ....................... ...... 3,500 3,575
5-1/2% Series, due 1987 .............................. 7,300 7,450
4-7/8% Series, due 1988 10,000 10,000... .........................

10-1/2% Series, due 1990 .............................. 13,200 13,800
5% Series, due 1990 ................... .......... 10,000 10,000
5% S e r i e s , d t e 19 91 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,000 8,000 h
4-7/8% Series, due 1995 .............................. 16,000 16,000
5.45% Series, due 1996 .............................. 15,000 15,000
6% Series, due 1997 .............................. 15,000 15,000
6-1/2% Series, due 1998 20,000 20,000............................

8% Series, due 199E 35,000 35,000.. .........................

9-1/8% Series, due 1999 .............................. 15,000 15,000
8% Series, due 2001 .............................. 35,000 35,000
7-1/4% Series, due 2002 .............................. 30,000 30,000
9-1/8% Series, due 2006 .............................. 50,000 50,000
8.40% Series, due 2006 .............................. 50,000 50,000
8-3/8% Series, due 2007 .............................. 30,000 30,000
8.90% Series, due 2008 .............................. 30,000 30,000
10-1/8% Series, due 2009 .............................. 35,000 -

9-7/8% Series, due 2009 .............................. 50,000 -

Pollution Control Facilties
Revenue Bonds:
4-1/2% Series, until October 1, 1979,

thereafter 70% of applicable
prime rate until October 1, 1981
and 75X of such prime rate until
maturity, due 1987 .................................. 5,155 5,155

5.95% Series, due 2003 .............................. 7,500 7,500
First Mortgage Bonds:
3-7/8% Series, due 1979 .............. ............... - 908
4% Series, due 1981 .............................. 362 873 g

5% Consolidated Mortgage Gold
Bonds, due 1999 (non-callable) ........................ 1,063 1,075

Unsecured Notes - Banks, due 1980
with interest not to exceed 7.625%
over the '.erm of the notes ........ ................... 45,000 45,000. i.n 99
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

June 30, June 30,
1979 1978

(Thousands of Dollars)
First Mortgage Bonds - South

Carolina LNG Co., Inc.,
10-1/2% Series, due 1990 .............................. 10,120 10,810

Capitalized lease obligations -
vehicles ........................ ..................... 2,129 1,398

Total ........................................ 736,199 653,564
Less current portion of long-term debt .................. 115,635 9,538

Total ................... .....................$620,564 $644,026

Substantially all util:ty plant is mortgaged in connection with the various ,

issues of long-i.erm debt. Approximately $6.8 million of the current portion of ;
long-term debt at June 30, 1979 miy be satisfied by deposit and cancellation of *

bonds issued upon the basis of bonc retirement credits.

4. NUCLEAR F0EL TRUST:

A Tr;st Agreement dated September 30, 1976 and amended August 1, 1977
between tle Company and The Citizens & Southern National Bank of South Carolina
as Trustee provides for the financing of the Company's two-thirds ownership share
(see Note 6) of the cost of nuclear fuel related to the initial core requirement
of the V. C. Summer Nuclear Station. Pursuant to terms of the Agreement, the
Company has assigned to the Trtst certain contracts for purchase of nuclear fuel
and the Trustee will borrow necessary funds up to an aggregate amoer:t of $42
million to purchase the fuel and to make interest payments (at 109% of prime rate
plus 1/4 of 1%) when due. The Company is unconditionally obligated to repurchase
the fuel from the Trust either prior to initial loading of fuel into the reactor
or no later than June 30, 1980. For financial reporting purposes, purchases by
the Trust are assumed to have been made on behalf of the Company and the amounts
expended by the Trustee (approximately $38.9 million and $32.9 tillion through
June 30, 1979 and 1978, respectively) and certain fees, etc. accrued by the
Company (approximately $1.3 million at June 30, 1979 and none at June 30,1978)
are included in the accompanying Consolidated Financial Statements.

Pursuant to Staff (of the Securities and Exchange Commission) Accounting
Bulletin No. 28, the Company has included in its 1979 Consolidated Statement of
Income and has restated its 1978 Consolidated Statement of Income to include
approximately $4.8 million and $1.6 million for the twelve months ended June 30,
1979 and 1978, respectively, representing interest and related fees in " Interest
on long-term debt." Such amounts were offset by a like increase in " Allowance
for borrowed funds used during constructirm - credit." This change had no effect 4on " Net Income."

,

5. STOCKHOLDERS' INVESTMENT:
June 30, June 30,

1979 1978
Common Stock: (Thousands of Dollars)

$4.50 par value; Authorized -
30,000,000 shares; Outstanding,
1979 - 23,758,299 shares;
1978 - 22,070,467 shares ............................. $106,912 $ 99,317

Preferred Stock:
Cumulative $100 par value; Authorized, ,,,, _1979 - 1,750,000 shares; j ,j c }1978 - 1,000,000 shares:
6-7/8% Series (Outstanding
150,000 shares) .......... ...................... ... - $ 15,000
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

June 30, June 30,
1979 1978 g

(Thousands of Dollars)
7.70% Series (Outstanding,
1979 - 135,000 shares;
1978 - 137,400 shares) .............................. $ 13,500 13,740
8.12% Series (Outstanding,
1979 - 193,600 shares;
1978 - 198,000 shares) .............................. 19,360 19,800
8.40% Series (Outstanding
200,000 shares)...................................... 20,000 20,000
10-3/4% Series (Outstandingg.
200,000 shares) ..................................... 20,000 20,000

I Cumulative $50 par value; Authorized,
1979 - 1,944,420 shares;
1978 - 1,957,120 shares:
4.50% Series (Outstanding,
1979 - 43,200 shares;
1978 - 44,800 shares)................................ 2,160 2,240
4.60% Series (Outstanding,
1979 - 26,334 shares;
1978 - 27,834 shares) ............................... 1,317 1,392
4.60% Series A (Outstanding,
1979 - 58,052 sMres;
1978 - 60,052 snares).................. ............. 2,902 3,002
4.60% Series B (Outstanding,
1979 - 129,200 shares; g
1978 - 132,600 shares) .............................. 6,460 6,630
5% Series (Outstanding
125,234 shares) ..................................... 6,262 6,262
5.125% Series (Outstanding,
1979 - 88,000 shares:
1978 - 89,000 shares) ............................... 4,400 4,450
6% Series (Outstanding,
1979 - 134,400 shares;
1978 - 137,600 shares) .............................. 6,720 6,880
8% Series (Outstanding
300,000 shares) ..................................... 15,000 -

8.72% Series (Outstanding
400,000 shares) .................................... 20,000 -

9.40% Series (Outstanding,,

i 1979 299,100 shares;
1978 - 306,000 shares) .............................. 14,955 15,300

Cumulative $25 par value; Authorizeu
2,000,000 shares; Outstanding - None................. - -

Total .......... ............................ 5153,036 5134,696

The call premium of the respective series of preferred stock in no case
exceeds the amount of the annual dividend.

The amount of purchase funo or sinking fund requirements for preferred
stock for the succeeding twelve months is approximately $1.7 million at June g30, 1979.

-12-
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

Increases in " Premium on common stock" for the twelve months ended June
30, 1979 ($20.6 million) and June 30, 1978 ($25.6 million) represent the premium
on issuance of 1,687,832 and 1,914,117 shares of stock, respectively.

Increases in "Other paid-in capital" for the twelve months ended June 30,
1979 ($46 thousand) and June 30, 1978 ($16 thousand) consist of gains on the
reacquisition of 6,800 and 8,000 shares of preferred stock, respectively.

Increases in " Capital stock expense" for the twelve months ended June 30,
1979 ($477 thousand) and June 30, 1978 ($223 thousand) represent expenses in
connection with the issuance of common stock ($38 thousand and $251 thousand for
the twelve months ended June 30, 1979 and 1978, respectively) and preferred stock
($467 thousand for the twelve montM ended June 30, 1979 and none for the twelve
months ended June 30, 1978) less $28 thousand for each of the twelve month
periods ended June 30, 1979 and 1978, due to retirement of preferred stock
through purchase funds and sinking funds.

The Restated Articles of Incorporation of the Company and the indentures
underlying certain bond issues contain certain provisions that limit the payment
of cash dividend , on common stock. The most restrictive of these provisions

would have permitted the payment of approximately $116.9 million of cash divi-
dends on common stock at June 30, 1979.

6. COMMITMENTS AND CONTINGENCIES:

A. Construction
In addition to routine commitments of approximately $14.0 million for

operating materials and supplies, the Company at June 30, 1979 had commitments
for major construction (including nuclear fuel) of approximately $81.7 million
(includes one-third interest of South Carolina Public Service Authority) for
construction of the V. C. Summer Nuclear Station.

The Company and the South Carolina Public Service Authority (a public
corporation of the State of South Carolina) have contracted to become joint
owners at the V. C. Summer Nuclear Station on the basis of two-thirds by the
Company and one-third by the Authority and to participate, on a like basis, in
the costs of construct. ion, costs of operation and in the energy output thereof.
The Company's share (approximately $413.2 million and $329.9 million at June 30,
1979 and 1978, respectively) of costs of construction of the nuclear station,
which is scheduled for completion in 1980, is included in construction work in
progress. Each owner is responsible for financing its own share of the nuclear
station.

The Company has made a timely application for an operating license for the
V. C. Summer Nuclear Station and the Nuclear Regulatory Commission has granted a
petition to intervene in such proceeding to a resident of Fairfield County on
environmental and safety grounds. The Company is unable to predict at this time
whether proceec ings by regulatory aad governmental bodies would delay the issu-
ance of such license beyond the date of scheduled operation.

B. Licensed Projects
Licenses granted by the FERC with respect to the hydroelectric projects of

the Company provide that af ter an initial twenty-year period a portion of the
earnings on such projects in excess of a specified rate of return is to be set
aside in appropriated retained earnings.

The Company is licensee for five hydroelectric projects. The initial
license for two of the projects (Columbia and Saluda) expired in 1970 and 1977,
respectively, with the Company continuing operations under annual licenses.

. n .- - q-.
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

7. AMORTIZATION OF STORM DAMAGE EXPENSES:

During February 1979 the Company encountered two severe ice storms in its
service area resulting in approximately $2.3 million in storm related expenses.
On May 31, 1979 the PSC authorized the Compar,y to amortize these expenses over a
three-year period beginning in June 1979. The recoverability of these expenses
is to be considered in connection with the Company's pending rate increase
applications.

8. RECLASSIFICATIONS:

Certain reclassifications, related to the Nuclear Fuel Trust, have been made
in the accompanying Consolidated Financial Statements for 1978. (See Note 4 -
Nuclear Fuel Trust)

O

O
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

MANAGEMENT'S ANALYSIS AND DISCUSSION OF OPERATIONS

Comparison of the Second Quarter Ended June 30, 1979,
with the Corresponding Quarter in 1978.

(a) Total operating revenues for the second quarter ended June 30, 1979, in-
creased $6.0 million over the corresponding quarter in 1978. Revenues from
the sale of electrical energy decreased $1.0 million, while revenues from the
sale of natural gas increased $7.0 million. The decrease in electric reve-
nues is attributable to a decrease in the sale of electrical energy to other
utilities (sales for resale) and decreest I energy consumption by residential
customers. The decrease in sales for iesale is primarily attributable to the
expiration of a contract on February 9,1979 with Georgia Power Company for
the sale of 75,000 KW of firm power. Even with the continued growth in
customers, residential usage decreased primarily because average temperatures
experienced during the current quarter were lower than those in the corre-
sponding quarter in 1978. Such lower temperatures had the effe.c t. reducing
energy consumption for air conditioning. The increase in revenues from the
sale of natural gas can be attributed to the recovery of the increased cost
of gas from the Company's supplier, which is passed along to gas customers
through the gas cost adjustment clause, and to increased consumption by gas
customers.

(b) Electric consumption decreased as follows: residential 2.1%, sales for-

resale - 31.3%. Commercial, industrial and other consumption increased by
1.9%, 6.0% and 3.0%, respectively. Natural gas consumption had an overall
increase of 3.0%.

(c) Operation and maintenance expenses, excluding taxes and depreciation, for the
second quarter ended June 30, 1979, showed an increase of $7.1 million over
the corresponding quarter in 1978 as detailed below:

Quarter Quarter
All Amounts Shown Ended Ended

in riillions of Dollars 6-30-78 6-30-79 Change

Fuel Used in Electric Generation $41.6 $41.1 $( .5)
Net Purchased Power (.7) (2.3) (1.6)
Gas Purchased for Resale 16.5 23.0 6.5
Other Operation 9.8 11.9 2.1

- Maintenance 5.9 6.5 .6
Total T7TT E0'2 ITT

.

As shown above, fuel used in electric generation decreased $.5 million due to
an overall decrease in consumption of energy by electric customers. Net
purchased power, due to increased deliveries of electrical power to other
utilities, had the effect of decreasing operating expenses by $1.6 million.
The increase in gas purchased for resale of $6.5 million is due to the
continued upward trend in the price of natural gas and increased consumption

-15-
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

by gas customers. Other operation and maintenance expenses combined for an gincrease of $2.7 million. This increase can be attributed to continued
inflationary pressures on wages and material costs and to the completion of
the Company's Fairfield Pumped Storage Project (four units were placed into
commercial operation in June 1978 and the remaining four units were placed
into conmercial operation in December 1978). See Note 7, " Amortization of

Storm Damage Expenses" of " Notes to Consolidated Financial Statements" for
the accounting of expenses incurred due to the ice storms that occurred in .

the Company's service area during February 1979.

Comparison of the Second Quarter Ended June 30, 1979,
with the Preceding Quarter Ended March 31, 1979.

(d) The Company is of the opinion that current quarter data and preceding
quarter data may not be directly comparable because the operating results of
the Company are subject to seasonal changes in weather conditions.

(e) Total operating revenues for the second quarter ended June 30, 1979 showed
a decrease of $16.6 million from the preceding quarter ended March 31,
1979. Revenues from the sale of electrical energy decreased $7.9 mil-
lion, while revenues from the sale of natural gas decreased $8.7 million.
The decrease in electric revenues is primarily attributable to two factors:
(1) decreased consumption of energy by electric heating customers, and (2)
the usual increase in energy consumption for air conditioning was adversely
affected because the average temperature for May and June 1979 was below g
normal. The decrease in revenues from the sale of natural gas is primarily
attributable to the decrease in consumption by gas heating customers.

(f) Electric consumption decreased as follows: residential 26.5%, commercial
5.4%, sales for resale 23.2%, and other 1.2%. Industrial consumption
increased by 7.1%. Natural gas consumption had an overall decrease of
18.5%.

(g) Operation and maintenance expenses, excluding taxes and depreciation, for
the second quarter ended June 30, 1979 showed a decrease of $6.2 million
from the preceding quarter ended March 31, 1979, as detailed below:

Quarter Quarter
All Amounts Shown Ended Ended

in Millions of Dollars 3-31-79 6-30-79 Change

Fuel Used in Electric Dneration $42.7 $41.1 $(1.6)
Net Purchased Power .1 (2.3) (2.4)
Gas Purchased for Resale 27.1 23.0 (4.1)

*

Other Operation 11.7 11.9 .2
Maintenance 4.8 6.5 1.7

Total 586.4 $80.2 $(6.j)

O
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

As shown above, fuel used in electric generation decreased $1.6 million
due to the decreased consumption of energy by electric customers. Net
purchased power, due to increased deliveries of electrical power to other
utilities, had the effect of decreasing operating expenses by 52.4 million.
Gas purchased for resale decreased $4.1 million due to a decrease in consump-
tion by gas heating customers. Other operations and maintenance expenses
combined fcr an increase of $1.9 million due to increased activity in sched-
uled maintenance. See Note 7, " Amortization of Storm Damage Expenses" of

* " Notes to Consolidated Financial Statements" for the accounting of expenses
incurred due to the ice storms that occurred in the Company's service area
during February 1979.

Compariso1 of Six Months Ended June 30, 1979,
with the Corresponding Period in 1978.

(h) Total operating revenues f ar the six months period ended June 30, 1979
increased $11.7 million over the corresponding period for 1978. Revenues
from the sale of electrical energy decreased $.6 million and revenues
from the sale of natural gas increased $12.3 million. The decrease in
electric revenues is primarily attributable to milder than normal weather
in the first quarter of 1979 which reduced consumption for heating and
lower than average temperatures experienced during May and June of the second
quarter in 1979 which reduced consumption for air conditioning. Additional-
ly, electric revenues were adversely affected by two severe ice storms
during February 1979, which interrupted electric service, and by the expira-
tion of a contract on February 9,1979 with Georgia Power Company for the
sale of 75,000 KW of firm power. The increase in revenues from the sale of
natural gas is attributable to increased consumption by gas customers
and the recovery of the increased cost of gas from our supplier through the
Company's gas cost adjustment clause.

(i) Electric consumption decreased as follows: residential 3.3%, sales for
resale 29.0%. Commercial, Industrial and Other consumption increased
.2%, 5.3% and 5.8%, respectively. Consumption of natural gas showed an
overall increase of 4.0%.

(j) Operation and maintenance expenses, excluding taxes and depreciation, for
the six months period ended June 30, 1979, increased $16.6 million over the
corresponding period in 1978 as detailed below:

6 Months 6 Months*

All Amounts Shown Ended Ended
in Millions of Dollars 6-30-78 6-30-79 Change

.

Fuel Used in Electric Generation $ 88.6 $ 83.9
Net Purchased Power (5.1) (2.2)

*$(4.7)
2.9

Gas Purchased for Resale 37.5 50.2 12.7
Other Operation 19.0 23.5 4.5
Maintenance 10.1 11.3 1.2

-Total $150.f $166.7 $16.6

As shown above, fuel used in electric generation decreased $4.7 million
due to the decrease in consumption of electrical energy by other utilities

4 ,- -. ,_
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SOUTH CAROLINA ELECTRIC & GAS COMPANY g
(sales for resale) and residential customers. Net purchased power, due to
decreased deliveries of electric power to other utilities, had the effect
of increasing operating expenses by $2.9 million. Gas purchased for resale
showed an increase of $12.7 million due primarily to increased consump-
tion by gas customers and the increased cost of natural gas from the Com-
pany's supplier. Continuing inflationary pressures on wages and material *

costs and the completion of the Company's Fairfield Pumped Storage Project
(see paragraph (c)) combined to increase other operation and maintenance ,

expenses by $5.7 million. See Note 7, " Amortization of Storm Damage Expenses"
of " Notes to Consolidated Financial Statements" for the accounting of ex-
penses incurred due to the. ice storms that occurred in the Company's service
area during February 1979.

O

.
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

Part II

OTHER INFORMATION

Item 1. Legal Proceedings.

On January 29, 1979 the South Carolina Supreme Court ruled that the-

Company's petition to the South Carolinc Public Service Commission
(PSC) for a rehearing regarding the order by the PSC to refund $7.0
million (see Note 2, " Rate Matters" of " Notes to Consolidated Financial-

Statements") was timely filed, and the Company's appeal could be heard by
the Court of Common Pleas. Arguments on the Company's appeal were heard
on June 25, 1979, and the Company is awaiting a decision.

Items 2 to 4, inclusive, are not applicable.

Item 5. Increase in Amount Outstanding of Securities or Indebtedness.

(a) - (b) On May 23, 1979 the Board of Directors of the Company authorized an
issue of $50,000,000 principal amount of First and Refunding Mortgage
Bonds, 9-7/8% Series due June 1, 2009. Such bonds were issued on
June 13, 1979 under a Thirty-second Supplemental Indenture dated as
of June 1,1979 (see Exhibit 1). Bonds in the principal amount of
$716,445,000 had been previously issued under and pursuant to the
terms of the Indenture of South Carolina Pcwer Company (assumed by
South Carolina Electric & Gas Company) dated as of January 1,1945,
as supplemented; and the principal amount of bonds last reported
outstanding was $614,870,000 and as of July 1, 1979, $575,870,000
principal amount of bonds was outstanding exclusive of the $50,000,000
issued as indicated above.

The aggregate net cash proceeds from the Company's offering and sale
of $50,000,000 principal amount of First and Refunding Mortgage Bonds
9-7/8% Series due June 1, 2009 was approximately $49,250,000, plus
accrued interest from June 1,1979, and before deduction of expenses
estimated at $107,000.

(c) The names of the principal underwriters, none of which are affiliates
of the Company, are as follows:

Kidder, Peabody & Co., Incorporated Robert Fleming Incorporated-

Bache Halsey Stuart Shields Inc. Ladenburg, Thalmann & Co., Inc.
The First Boston Corporation Moseley, Hallgarten, Estabrook &

'

Bear, Stearns & Co. Weeden, Inc.
Blyth Eastman Dillon & Co. Inc. New Court Securities Corporation
Dillon, Read & Co. Inc. Nomura Securities International, Inc
Donaldson, Lufkin & Jenrette Securities Oppenheimer & Co., Inc.

Corporation. Stuart Brothers
Goldman, Sachs & Co. Thomson McKinnon Securities Inc.
E. F. Hutton & Company Tucker, Anthony & R. L. Day, Inc.
Lazard Freres & Co. Wheat, First Securities, Inc.
Lehman Brothers Kuhn Loeb Inc. American Securities Corporation
Loeb Rhoades, Hornblower & Co. Dain, Kalman & Quail, Incorporated

' ' '
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

(c) Underwriters (Continued)
O

Merrill Lynch, Pierce, Fenner & Smith Fahnestock & Co.
Incorporated Frost, Johnson, Read & Smith, Inc.

Paine, Webber, Jackson & Curtis Interstate Securities Corporation
Incorporated Johnson, Lane, Space, Smith & Co., Inc.

L. F. Rothsch'Id, Unterberg, Towbin Laidlaw Adams & Peck Inc.
Salomon Brothe s McCarley & Company, Inc. ,

Smith Barney, hirris Upham & Co. Wn. E. Pollock & Co., Inc.

Shearson Hayden Stone Inc. Mcdonald & Company
Incorporated Prescott, Ball & Turben, Inc. .

Warburg Paribas Becker Inc. Anderson & Strudwick, Incorporated
Wertheim & Co., Inc. Craigie Incorporated
Dean Witter Reynolds Inc. First Southwest Company
The Robinson-Humphrey Company, Inc. Freeman Securities Company, Inc.
ABD Securities Corporation Herzfeld & Stern
Atlantic Capital Corporation Howard, Weil, Labouisse, Friedrichs
Basle Securities Corporation Incorporated
J. C. Bradford & Co. Kirkpatrick, Pettis, Smith, Polian Inc.
Alex. Brown & Sons Thomas & Company, Inc.
A. G. Edwards & Sons, Inc. Burton J. Vincent, Chesley & Co.

(d) Of the approximately $49,250,000 net proceeds from 2009 Series A
Bonds, $39,000,000 was applied to the payment at maturity of $4,000,000
principal amount of a 3-1/8% Series and $35,000,000 principal amount of
a 10-1/2% Series of First and Refunding Mortgage Bonds, due July 1, a
1979. The balance of such net proceeds will be used to retire a like W
amount of the Company's short-term indebtedness incurred or to be
incurred as a result of construction expenditbres.

(e) These securities are registered under the Securities Act of 1933, as
amended.

Item 6 is not applicable.

Item 7. Submission of Matters to a Vote of Security Holders

(a) The annual meeting of stockholders of the Company was held on April
25, 1979. In order to provide sufficient time for the receipt of
additional proxies concerning a proposed amendment to the Company's
Restated Articles of Incorporation, the meeting was adjourned until
11:00 a.m. on May 23,1979 at which time the remaining business was

'

completed and the annual meeting adjourned.

(b) The following individuals were elected Directors of the Company to ,

serve until the next annual meeting: J. K. Addy, W. B. Bookhart,
Jr., W. R. Bruce, Sr., K. W. French, J. B. Guess, III, B. A. Hagood,
J. F. Hassell, Jr., Avram Kronsberg, J. H. Lumpkin, F. C. McMaster,
E. W. Pike, Jr., J. B. Rhodes, J. E. Schachte, Jr., V. C. Sumer, W.
H. Taylor, A. M. Williams, and 0. S. Wooten.-

(c) 1. The adoption of the resolution that all actions taken by the h
directors and officers of the Company from April 26, 1978 to
May 23, 1979 be ratified, confirmed, and approved in every respect.
Holders of 17,150,216 shares of common stock voted in person or by
proxy in f avor of the resolution and there were _no votes cast
against the resolution. ,,,, m..
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SOUTH CAROLINA ELECTRIC & GAS COMPANY

2. Article V of the Company's Restated Articles of Incorporation was
amended to increase the authorized number of shares of $100 par
value preferred stock which the Company may issue from 1,000,000 to
1,750,000 shares. Article V as amended is as follows:

"The total number of shares which the Company shall be
authorized to issuc is 35,698,020, of which 2,000,000 shall-

be preferred Stock u. the par value of $25 per share, issuable*

in series, 1,948,020 shall be Preferred Stock of the par value
of $50 per share, issuable in series, 1,750,000 shall be,

Preferred Stock of the par value of $109 per share, issuable
in series, and 30,000,000 shall be Common Stock of the par
value of $4.50 per share."

The vote on the amendment was --16,917,978 in f avor of and 410,979
against.

Item 8. Other Materially Important Events.

A. Rate Matters

On June 1,1979 the Company filed with the PSC an application for a
rate increase for substantially all of its electric retail customers
and an application for a rate increase for substantially all of its
gas customers. The electric rate application seeks an increase of
approximately 10.77% of base revenues, which would produce addi-
tional revenues of approximately $38,891,000 annually based on the
Company's operations for the test year ended March 31, 1979. The
Company placed this increase in effect on July 1,1979, subject to
refund with interest to the extent not finally allowed. The gas rate
application seeks an increase of approximately 6.05% of gas revenues,
which would produce additional revenues of approximately $6,749,000
annually based on the Company's operations for the test year ended
March 31, 1979. The Ccmpany plans to place this increase in effect
on November 1, 1979, subject to refund with interest to the extent
not finally allowed.

There can be no assurance that all or any part of the requested
increases will be granted.

On June 15, 1979 the FERC approved a settlement agreement between the
," Company and its wholesale electric customers which increased revenues

by $1.45 million annually effective November 15, 1978 based on the
test year ended December 31, 1978. This settlement resulted in a.

refund with interest of approximately $417 thousand which was made in
June 1979.

B. Construction

The Company has revised its construction program to defer the in-ser-
vice date for two proposed 550 MW coal-fired units from the mid-1980's
to the latter part of the 1980's. It also plans to retain in service
131 MW of internal combustion turbines used for peak load generation

. -

9-21- 6'v J L / /



SOUTH CAROLINA ELECTRIC & GAS COMPANY

previously scheduled for retirement in 1981 and to add as peaking
units 300 MW of internal combustion turbines in the mid-1980's. As a
result, the Company's previously announced $804 million construction g
program for the years 1980-1P83 will be reduced by $349 million.

The Company's construction program, which is subject to continuing
review and adjustment, for 1979 and for the four-year period 1980-1983
as now scheduled involves costs estimated as follows (estimates
include allowance for funds used during construction estimated at ,

$24,751,000 for 1979 and $37,083,000 for the 1980-1983 period and the ,

cost of nuclear cores, estimated at $95,093,000 for the 1979-1983
period): -

Type of Facilities 1979 1980-1983
(thousands of dollars)

Electric
Generation .............................. $ 97,717 $212,626
Transmission ............................ 20,484 68,924
Distribution ............................ 29,836 143,410
Other ................................... 4,976 , 10,600

Total Electric ..................... 153,013 435,560
Gas .......................................... 7,187 19,214
Transportation (Coach) ....................... 287 301

Total Construction ................. 5160,487 5455,0TS

In addition to the cash requirements for its construction pro-
gram, during the years 1980-1983 the Company has an aggregate of a
$203,019,000 of long-term debt maturing (including sinking fund W
maturities, of which $27,784,000 are expected to be satisfied by
certifying property addition <.) and $10,760,000 of purchan or sinking
fund requirements for preferred stock.

C. Environmental

South Carolina Department of Health and Environmental Control (DHEC)
regulations and various voluntary compliance orders entered into by
the Company and DHEC required installation at the Company's baseload
fossil-fuel plants by July 1, 1979 of continuous recording stack
monitors to measure visual opacity of stack exhausts. The Company
completed installation of the monitors at all its plants except for
Unit No. 3 of Canadys Station where delays in delivery of construc-
tion materials prevented timely installation of the stack monitor.
The Company estimates that the monitor can be installed during the

*
latter part of August, 1979. DHEC has been notified of the delay

.

and reasons therefor. The Company does not expect enfarcement
action by DHEC. .

Item 9. Exnibits and Reports

A. Exhibits

1. Conformed copy of Thirty-second Supplemental Indenture with
respect to Item 5(a)-(b). h

8. Reports

There were no reportable events during the current quarter that
required a Form 8-K to be filed. n- - ,
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registraat has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

.

.

.

SOUTH CAROLINA ELECTRIC & GAS COMPANY
(Registrant)

/s/ T. M. Groetzinger
T. M. Groetzinger

Vice President & Controller

.

.

August 13, 1979
.
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5.b. Describe aspects of the company's regulatory environment including,
but not necessarily limited to, the following: test year utilized
(describe nature and timing); prescribed treatment of allowance for
funds used during construction and of construction work in progress
(indicate percentage and amount included in rate base); form of rate
base (original cost, fair value, other (describe); accounting for
deferred income taxes and investment tax credits; and fuel adjustment
clauses in effect or proposed.

RESPONSE

Test Period: Historical; latest 12 month period for which data is
available; some post test period adjustment allowed.

Rate Base: fnd of period original cost; period end construction
work in progress (100%) in rate base with the allowance
for funds used during construction generated, in the
test period, by such construction included in operating
return.

Accounting: Normalization utilized for tax timing differences:
Investments tax credits normalized and amortized over
life of property.

Fuel Adjustment Clauses:

Retail - Fuel component in rates is set by the commission, after,

hearing, based on projected fuel cost.

Wholesale - As prescribed by Part 35.14 of the Regulations under
the Federal Power Act.

.

@
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5.c. Describe the nature and annunt of the Company's most
recent rate relief actio, and the anticipated effect on
revenues. In addition, indicate the nature, status, and
amount of any pending rate relief proceedings, if any.
Use the attached form to provide this information. Pro-
vide copies of the hearing examiner's report and recom-
mendation and the interim and final rate orders and opinions,
including all exhibits referred to therein. Provide copies
of the submitted, financially-related testimony and exhibits
of the staff and company in the most recent rate relief
action or pending rate relief request.

'
6

,

RESPONSE

See following page and document.

~

s

%
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ATTACHMENT FOR ITEM NO. 5.c.

RATE DEVELOPMENTS

Electric (1) Gas Steam
Granted:

12 Months ending
Test year utilized Dec. 31,1976
Annual amount of revenue increase requested

test year basis (000's) $ 30,364
Date petition filed Nov. 12, 1976
Annual amount of revenue increase allowed-

test year basis (000's) $ 21,797
Percent increase in revenues allowed 9.54%
Date of final ~ order Dec. 13, 1977
Effective date Dec . 13, 1976
Rate base finding (000's) 5865,401
Construction work in progress included in

Rate base (000's) $319,668
Rate of return on rate base authorized 9.33%
Rate of return on conmon equity authorized 13.0 %

Revenue Effect (000's)

Amount received in year granted $ 16,722 (2)
Amount received in subsequent year S 23,649
(If not available, annualize amounts

received in year granted)

Pending Requests
Electric Gas

Test year utilized 12 Months ending 12 Months ending
March 31,1979 March 31, 1979

Amount (000's) $ 38,981 $ 6,749
Percent increase 10.77% 6.05%
Date petition filed June 1, 1979 August 31, 1979 (3)
Date by which decision must be issued July 2, 1980 January 2,1980
Rate of return on rate base requested 9.60% 9.60%

Rate of return on common equity (000)
requested 13.00% 13.00%

Amount m rate base requested $1,172,844 $88,624
Amount of construction work in progress

requested for inclusion in rate base (000) $ 382,757 $ 592

(1) Applicable to S. C. retail operations only.

(2) Granted increase was re@jced by $6,926,692 in year granted for revenue due to
purchase and interchange power transactions.

(3) Original petition filed June 1,1979. Amended petition filed August 31, 1979.

en- - n. j
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T!!U PUPLIC SERVICE CC"!!ISSION OP

SOUTit CADOLINA V

DOCKET NOS. 76-643-E and 18,362 - ORDER NO. 77-331

Decembe r 13, 1977

IN RE: Application of South Carolina Electric )
& Gas Company for Approval of Revised )
Rate Schedules, Tariffs and Contracts ) ORDER APPROVING

and ) RATES AND CIIARGES
IN RE: South Carolina Electric & Gas Company )..

' Electric run.1 Adjustment Clausc. )

I.

INTRODUCTION

This matter comes before the South Carolina Public

Service Commission ("the Commission") by way of an Application

filed on November 12, 1976, by South Carolina Electric & Gas

Company ("the Company") , seeking the approval of certain pro-

posed rate schedulos, tariffs and contracts for the cicctrical
'

services rendered by TEE Company. The revised rates and

charges represented an approximate 13.25% increase in the
'

1
Corapany's previously approved base rates. According to the

Company's Application, the proposed rates and chargon would

,hpuc produced additional revenues of some $30,363,500 had they
,

been in offect for the twelvb months period ending December 31,

1976. The Company proposed to place the revised rates and

charges in ef fect for service rendered on and af ter Decer.Ler 13,

1976.

1
See, Order Nos. 18,394 and 18,427, issued in

Docket Nos!~17,577 and 17,711, on June 16 and June 25, 1975,
respectively; and, Order No. 19,002, issued in Docket No. 18,362,
on February 4,~1976.

e n< < n ., -
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DOCKET NOG.76-645-E and 18,362 - ORDER NO. 77-831
December 13, 1977
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On November 16, 1974, the Commission issued its

Order No. 19,703, in the instant pocket, whereby the commis-

sion suspended the effectivo date of the proposed rates and

charges for a period of one year, until December 13, 1977,

unless in the meantime the Commission rendered its final

Order making disposition of the issues raised by the

Company's Application. The Commission's action was authorized
2

by S. C. Code Ann., S 58-27-870 (1976).

- Un November 29, 1976, the Company filed a
s

Petition with the Commission, stating the Company's inten-

tion of placing a portion of the proposed increase in rates

and charges in effect for servico rendered on and after

December 13, 1976, pursuant to an Undertaking, as autho-
3

rized by S. C. Code Ann., S 58-27-880 (1976). The Company's

Petition was accompanied by an Undertaking, under the terms

of which the Company declared itself bound to refund to its,

customers such refunds as might be ordered upon the final

determination by the Commission in this proceeding. The

effect of the Company's Petition was a 10.66% increase in

the Company's base rates.

*

On December 1, 1976, the Commission issued its

Order No. 19,736, in whic h the Commission, af ter a review

of the Undertaking and of the Company's financial solvoney and

net worth, found the Undertaking to be sufficient to protect

the interests of the Company's customers and of the public

and to secure such refunds with interest as might be ordered

2
Formerly, S. C. Code Ann., S 24-37 (1962), as amended.

3
Formerly, S. C. Code Ann. , S 24-38 (1962), as amended.

)
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by the Commission af ter hearint$. The Cormiisnion t he ren d. ...

approved the Company's tindertakinn and reevair: ci the compan*;
r r:.. r.i t e -o .i ne'to publish notice of the implementitten o

charges in effect under bond. The coian.in y .<"b:n qncott:

filed copies of retail elec' r ic i ste sche dules to re' les f.

the 10.66% increase in ef."ert unJ": lond.
On December 21, I'm . tha commist. ion i s u eet us

Order No. 19,77 6, whereby ' h. com'9 tn t:lon en bih t i:th"'. he 1 *'a

months ending December 11., f.6 7 t , u the .ippr 9riitte ' ent

this proceci!inc. The comnene5-year period for considera ti. -

was ordered to file its fina:e ' "W hi t s .W i n rni m.. t ion.

to reflect the Commission's d ! sty,inat ion of 1.he tent year

period. The date of Pfarch 1, 1977, wa s es t nbl. i shed f or f 5 -

submission of such material.
The Commission staff, pursuant to R.103-85.4 of th<-

Commission's Rules of Practice and Procedure. filed with
the Commission,and a ved on the Company, Informa tion Data

Requests on January 3, 1977, and February 8, 1977, mecking to

secure certain additional information relative to the
company's Application. On April 1, 1977, the Comp.iny sub-

mi tted to the Connission and the staf f its responses to the
4

Staff's Information Data Requests.

On March 17, 1977, the Commission issued its

Order No. 77-197, in which the commission directed the Company

to file on or beforc April 15, 1977, the prepared testimony

and exhibits which were to be offered by the Company in the

public hearing in this matter. On April 15, 1977, the

4
The Company's Responses were introduced in evidence

during the hearing in this proceeding. See_, Hearing Exhibit
tio . 2.

P00R ORGINAL
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Company filed the prepared testimony and exhibits to be
of fered in the proceeding, in compliance with Order No.

77-197 and R.103-869C. The testimony and exhibits filed
5

by the Company included certain alternate rate schedules.
On March 31, 1977, the Commission's Executive

Director directed the Company to cause to be published a

prepared Notice of Filing once a week for three consecutive
weeks i'n newspapers of general circulation in the Company's

.., ,

service area. The Notice of Filing indicated the'naturc of

the Company's Application and advised all interested parties

desiring to participate in the proceeding to file the
appropriate pleading on or beforo May 25, 1977. The company
was likewise instructed to notify directly all customers

affected by the Application. On May 17, 1977, the Company

furnished affidavits indicating that the Notice of Filing
had been duly published in accordance with the instructions+ --

of the Executive Director. In addition, the Company certified

that the Notice of Filing had been mailed to each affected

customer.

On June 8, 1977, the Commission staff (" the

staff") filed a Fetition proposing a schedule of rates for the
consideration of the Commission in addition to the company's

original rate schedules and to the alternate rato schedules

file 5y the Company. The staff's 1>etition likewise sought

S
See, Section XIII, in sfr a .

6The Notice of Filing was published in Vol. I,
No. 2 of the State Register, dated April 22, 1377.

POORORMAL
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the consolidation of the public hearing in the instant

proceeding with t!}e regular semi-annual hearing relativt* to
7

the operation of the Company's fuel, adjustment clause. On

June 8, 1977, the Gommission issued Order No. 77-425 whereby

the relief requested by the staff in the form of tho consolida-
tion of the respective proceedings was granted. The commission

furthor ordered that public notice be given of this consolida-

tion and of the scheduled date for the commencement of the'

hearing in this proceeding. The Executive Director subsequently

directed the company td publish a prepared Notico of Hearing

in newspapers of general circulation in the same manner as

the previously published Notice of Filing, The Notice of
Hearing indicated the consolidation of the general ratemak'ing

proceeding with the fuel adjustment clause matter, notod the

three separate rate schedules filed for the c9nsid.cration of
*

the Commission, and indicated that a public boaring had been
8 .

scheduled to begin on July 12, 1977 The Notice of IIcaring

was provided to all intervenors and protestants to the proceeding

on June 9, 1977. The Notice of yearing was likewise published'-

9
in the State Register.

On June 14, 1977, the staff filed an amendment to

its Petition of Juqe 8, 1977, making a revision in the

Schedule A attached thereto.

On Junc .!Q, 1977, the Compapy filed a P cition
seeking certain rollef in the nature of an order establinhing

a dato for the filing and service of testimony and exhipits

7
See, Order No. 19,002, issued in Docket No.

on February T 1976 ~

18,362,

BS_ce, ifcaring Exhibit go. - 88.c

9Vol. I, No. 5. #ated June 20, 1977.

&gm y m.,
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by the Commission staf. and by the various intervenors.
On June 28, 1977, the Cimmission issued its Order No. 77-437,

whereby the relief sought by the Company was denied.

On July 7, 1977, two intervenors in the proceeding

filed a joint Petition with the Commission, seeking certain
relief in the nature of the grant of a monetary num from the

Commission for the retention of an export consultant to

appear on behalf of these intervenors. The joint Petition
further requested the Commission to schedulo night hearings

in several communities within the Company's service area.

The Commission thercaf ter issued its Order No. 77-488, dated

1977, whereby the Commission denied the monetary reliefJuly 7,
g

that
EEEE. sought by the intervenors and found it inadvisable at

time to schedule the requested night hearings.

On July 7, 1977, the Company submitted certain affi-D
davits of publication to demonstrate compliance with the terms

==g
of Order No.19,736, pteviously issued in the instant Docket,

M which required the Company to make public notification of the
O
(""") implementation of a portion of the proposed ratos and charges

1976.$ I"* pu'rsuant to the Undertaking filed on November 29,
Pursuant to notice duly given in accordance with

e

applicable provisions of law and with the Commission's Rules
of Practice and Procedure, a public hearing relative to the

Company's Application and to the fuel adjustment clause was

commenced on Tucsday, July 12, 1977, and was concluded on

August 12, 1977. !!arry M. Lightsey, Jr., Patricia T. Marcotsis

and flubert E. Long, represented the Company; liarry B.

Durchstead, Jr. , and James W. Johnson, Jr. , Assistant

Attorneys General, represented the intervenor, the Attorney
General of South Carolina; Roy W. Smith, an intervenor,

* m e e n
;,
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'

repr.;uented his interests; Tom Turnipseed and Wemphil) P.

Pride, II, represented the intervenor, the People Arc Cgping
Sponsoring Committpe ("the People Are Cominq"): Robert

Guild represented the intervenor, the Midlands Welfare-

Rights Organization ("MWRO"); Fred R. Fanning, Jr., represented

the intervenor,fiolly Hill Lumber Company (" Holly Hill"):

Gerald C. Smoak represented the intervenor, Giffor'-Willd

.

Company, Inc. ("Gif f ord-Hill").t Robert T. Dockman, General

Counsel, and Wil}iam E. Booth, III, Staf f Counsel, represented ,

the Commission and the Commission staff.

The Commission conducted night hearings in Aiken,

Columbia, Charleston and Beaufort, South Carolina, to allow

. persons unable to appear at the hearing in the Commission's

f offices in Colu7.51a the opportunity to offer testimony and
evidence relative to the proposed rate increase or the

fuel adjustment chargo, On July 21, 1977, during the courso
s _

of tho hearings, the Comm%se, ion formally notified all prgtestants
in the proceeding that their testimony would be heard on

July 28, 1977. Testimony was received from several protestants

on that date. (Tr., Vol. XX, pp. 127-144).

The record in this proceeding includes forty-four

volumes of transcribed ter.timony and one hundred and threc (103)

exhibits, which portain to various f acets of the Company's

electrical operations, including its need for capital and

the cos' of capital, and the CompanyP s present and proposed

rates of return. Briefs in the matter were filed hy the

Company, the Attorney General, Roy W. Smith, Holly Hill anq
Gifford-Hill.

.

O
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II.

TifE COMPAt4Y

South Carolina Electric & Gas Company, orqan i zed

and doing business in the State of South Carolina, is
authorized by law to operate as a public utility engaged

.

in the generation, transmission, distribution and sale of
electricity, as well as in the purchase, transmission, distri-
bution and sale of natural gas. 7te Company also furnishes

bus transportation in metropolitan Columbia and Charleston.

The instant proceeding concerns only the retail electrical

operations of the Company.

The Company provides retail electric service to

over 125 communities and wholesale electric service to three
municipalities, in a service arca consisting of some 12,000

square miles, with a population in excess of 1,300,000 persons.
Within its territory, The Company provides electric service

to approximately 275,000 residential customers, approximately

3',000 commercial customers, and approximately 800 industrial

customers. As of December 31, 1976, the Company owned and

operated seven (7) steam generating stations which utilize
fossil fuel, sixteen (16) internal combustion turbine gene-

rators, and five (5) hydroelectric plants, with a total

generating capacity of 2,852 f4W. In addition to its generating

facilities, the Company ownn and operates an integrated trans-

mission network and distribntion system throughout its

service area. The Company'n system is intorconnected with

the facilitien of adjacent electrical utilitics to provide for

the interchange of power.

.-, . , . ,
i s /
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The Company's currently approved raten and charqes

were authorized by the Commission's Order No. 18,427, issued

on June 25, 1975, in Docket Nos. 17,577 and 17,711, which

scre filed pursuant to the Commission's findings in its

Order No. 18,394, issued on June 16, 1975. The Company's

Application horcin asserts that the currently approved rates

and charges are insufficient to allow the company to carn

a fair and reasonabic return on its investment. Furthermore,
the Company centends that the currently approved r'ates do

not permit the recovery of the cost of providing electric
service, including a fair and reasonabic rate of return on

the Company's investment. The Company also maintains that

inflation has increased operating and fiterest costs, creating
an crosion of the return on common equity invested in the

Company "substantially below" a fair and reasonable rato

/
necessary to attract additional capital to finance its

construction needs. The Company's Application also cites

the prerequisito for significant investments for environmentale,

af protect ion equipment for its generating facilitics to comply
10,

with various regulatory standards.

III.

CONSTRUCTION PROGRAM

The record before the Commission demonstrates the

significance of the nature and scopo of the Company'saci ' s

construction program, relative both to the tangible issues
10

See, Peti tj on for Electric Rat e Adjus tments, filed
by the Company on November 12, 1976, pp. 1-3.

*O/ / gr*
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in thin ratemaking pr' - ced int.1 and to fu0 ire ope ra t. ions: of

the Company with their a- titant offect upon the rate-

payern in South Carolina. The Chai.rnan of t hr- !! oar d of

Directors and Chief Executive Officer, Mr. Arthur M. Williamn,

succinctly characterized the pervaalve interrelationnhip of
the construction program with the Com;>any's .equest for

rate relief: ,

Our Company is experiencing load growth
substantially above the national averaqc.
Since our primary objective is to take' ' **
whatever steps are necessary to provide
reliabic service to our customers, we
must continue with our construction
program designed to meet our customers'
need s . In order to conntruct the additional
necessary facilitics, we must be able to
attract capital at the least possible cost.
Without adequate rate relief our financial
condition may detesiorate to a point whcre
it will be difficult to attract this new
capital at reasonable rates. (Tr., Vol. I,

Williams, p. 60).

The Company's President and Chief Operating Officer,

Mr. Virgil C. Summer, indicated that the Company's planned

expenditures for electrical generation, transminsion and
distribution f acili tics for the f ive-year period , 1977-1981,

will amount to $621,675,000. For the ten-year period,

1977-1986, the Company's anticipated construction expenditures

will reac: the f igure of $1,104,225,000 (Tr., Vnl. XVII, Summer,

p. 117). The projected annual expenditures for the ten-year

period appear in t. he following table:

TABI.C A

GROSS CONSTRUCTION DOLLAR EXPEtJDITURCS
r!CCTRICAL OPERATIONS

(Estimated)

19)7 $177,350,000
1978 145,899,000
1979 126,358,000
1984 82,172,000
1931 R9,896,000
1982 165,069,000
1931 177,261,000
19::4 99,861,000
191:'. 59,556,000

19H6 60,803,000

Total 51,184,225,000

(Source; licaring Cxhibit No. 2, Tab 20)

. . < > m ,
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The projected construction budget represents .i

sizeable expenditure of capital. For the first three years

of the period, external financing will provide appro>.2...atcJ y

700 of the necessary annual capital (Tr., Vo.1 VI, Wooten,

p. 20).

The Company prosently has under construction the

Fairfield 480 MW Pumped Storage Project ("the Fairfield

Project") and the V. C. Sumraer No. 1, 900 MW Nuclear
11

Gdnerating Unit ("the Summer Unit")., This generating

complex comprises the principal portion of the Company'r

construction budget through 1980. For example, of the

S177,350,000 in the construction budget for 1977, nearly

$125,000,000 is allocated for the Fairfield Projcct and the

Summer Unit (licaring Cxhibit No. 41). In December 1976, the

Company revised the original completion dates for the Fair-

** ficld Project and the Summer Unit. The construction schedule

for the Fairfield Project providos for the availability of

C[%j[} 240 MW of capacity in 1978, with the remaining 240 MW available
%

III"" in 1979. The Summer Unit, originally scheduled for comple-

tion in May 1979, will be . operational by Itay 1980 (Tr.,

$[I"" Vol. XVII, Summor, pp. 115-116).
a

The Company's ten-year construction forecast includes

the proposal for a 500 MW coal-fired generating unit scheduled

for completion in 1984. Furthermore, the Company's present

load forecast includes the addition of a second 300 Mu coal-

fired unit which is still under study and'has not been

incorporated in the ten-year construction budget (Tr.,

Vol. XVII, Summer, pp. 117-118).

11
Onc-third of the Summer' Unit is being finanecd, and

will be owned, by the South Carolina Public Service Aotharity
(the "SCPSA").

, , , , n , ,
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The cosopauv ' n p].tnnoel ce n.ne t uc t > nn r.rt. j ec t : .nid s he

associated capi t al expenalitures repre nent 8Ar Company'n

calculated respone" to the antici pa tort nned for c:1ccfrie

power irnposed by I he tiemand: ot iLa present and prons.cotivo

custoners. The Company's witncas. Mr. Thomas C. Nichnin, Jr.,

Vice President and Group Executive for Power Production and

System Operations, art iculated the necessity for reliance

on long-range plannines:

The Company has an obligation to enpply all
cf Ihe electric requirements of i ts present-
cur tomers, and also any new custor:orn who
denire to locato in its service area. In
addition, the Company must nupply these
requirements at the locations desired by
the customern. In order to fulfil] its
obligations to its customers, the m mpany
must install sufficient generating, trans-

/
mission, and distribution substation capaci t y
to supply al1 of its custoriers, wherever
located, with reliable service.

Extensive planning is required to determine s; hat
f acilitics are needed and when they should be in
service. The-lead time of a nuclear generatinc,

unit in approximately 11 to 12 years, ar.5 5 f.o
6 years for a fosnil unit. Maior trannminnion
linen may require as much as 4 years to conntruct-
and be put into service, and large powar
iLansformers require several years to build
and place in service. All of this emphasi zes
thra ncecscity of long-range planning.

(Tr., Vol. IV, Nichols, pp. 27-2ft) .

The importance of re.monable and reliable evalua tions

of the future demandn for c3ectricity, upon which t hr- Conrany's

countruction programr, and expenditures are founded, c*annot

be overemphasized. Indeed, the recorcl in this proceeding

reflects clearly that the Company, the intervenors, and the

staff recognized thic crucial rel.itionship, and offered con-

siderabic testimony t< lating t o the methodoloqy and accuracy
.

of the f orecasted pr'ak dr a. ind for encre;y within the Corpany'n

service area. This Commisnion, too, continunn to act.nowledge

*
.
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the significance of proper f orecasting of demand, and

the deleterious ef fects of inaccurate proicctions:

If the initial forecast, relating to
future peak load ..., goes awry, then
the customer pays dearly. If the
Company fails to project necessary load
requirements and reserve capacity, the
customer may find himself without a

/
supply of electricity. On the other
hand, if the company overestimates the
f uture demand, the same customer cven-
tually will pay through increased rates
for the inflated cost of capital, expended
for unnecded generating and associated
facilitics. Additionally, idle capacity
reduces the utilization factor and increases
the average unit cost of power to the
customer.

Order No. 18,394, supra, at p. 7.

Such adverse, possible consequences require the Company to

excrciso censiderable care in the runner of its forecasting,

and likewisc require the Commission to maintain closo sgrutiny

over the projected and actual results of such forecasting:

Decause of the~severc impact of the cost
of an ongoing construction program on the
utility and the ratepayor, the Commission is
particularly concerned that the Company's
expansion closely tracks that which is prudent,

and necessary. It is obvious that the most
thorough study of load requirements cannot *

accurately predict ev79ts ten years away. For *

this reason, they are pdated annually, and.

the Company cor.struct.on budget is revised.
But extensive studies, employing all relevant
factors, can and must be undertaken and used.
Only then can the Company state with certainty
that it has donc all that is feasible to assure
that no construction dollars have born unnecos-
sarily expended.

Order No. 18,394, supra, at pp. 9-10.

The Company's plans for its construction program are

based upon ten-year forecasts of peak demand growth trends,

derivn] principally through the une of an econometric rnodel

which 19 corroborated by an extrapolation techniquo. The

econometric model utilized by the Company was developed and

* m i , , ,

'
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initially impicmented in 1975, and is intended to. quantify
the relationship bc*wcen various activities in certain

12
identifiable economic sectors and the sale of electricity

within the Company's service area (See, Tr. , Vol, IV, Nichols,

pp. 10-13). The econometric model is designed to project

energy demands which are then converted to peak demand by

the application of .i projected load factor. The econometric
model used by the company was tcsted empirically by comparing

the actual energy nales for the period 1959-1974 with energy

sales derived by the model using the programmed economic data
13

for the same period. A similar comparison was made between

the experienced and the derived territorial peak demands for
14

the same period. The year 1976 represented the first projected

year for the econometric model. The model's prediction for
energy sales deviated from the actual by 1.6%; for peak

emand, the model's results deviated from the actual by 0.25%'

(Tr., Vol. IV, Nichols, p. 15).

By use of the econometric model, the Company has

forecasted an average annual energy sales rate of growth of

8.7% from 1975 to 1980 and a rate of growth of 7.8% from

1980 to 1986. The average annual basic territoria.1 demand

rate of growth projected by the o'peration of tho econometric

model for the period 1976 through 1986 is 7.11 (Tr. , Vol. IV,

Nichols, p. 15).

'
12

The economic sectors utilized were: (1) Finance,
insurance and real estater (2) Transportation, communications
and public utilitics; (3) Professional services; (4) Manufac-
turing; (5) Contract constructions (6) Wholesale and retail
trades and (7) Services (Tr. , Vol. 'IV, Nichols, p. 13).

13See, IIcaring Exhibits Nos. 3 and 4

y , Hearing Exhibits Nop. 3 and 5.S

s,n <
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The Company's witness concludes t. hat the present

construction program, as proincted through 1986, in essential

to provide the generation capacity necessary to ecct the

forecasted load growth and to maintain system roscrves at a

satisf actory level (Tr . , Vol . IV, Nichols, p. 18).

Mr. H. M. Harris, Jr., a uitness for the Commission

staff, offered testimony relative to the projected growth of

peak demand (Tr., Vol. XIX, Harris, pp. 113-114). According

to this witness, a reasonable projected rate of growth for

the ten-year period 1977-1986 is "approximately 7%,P a figuro

derived by the use of econometric and non-cconometric metho-

dologics. This result nearly matches the projections made by
the Company.

Mr. Jesse L. Riley, witness for the Peoplo Are coming

and MWRO, criticized the methodology and results of the company's

forecast of load growth _, asserting that the forecast should,

incorporato specifically certain factors such a3 customer

/
growth, price clasticity, usage saturation and a discretionary ,

income concept. This witness contended that the forecast made i

by the Company would encourago the construction and maintenance .

of excess capacity at o expense of the Company's customers

(Tr. , Vol. XXXVII, Riley). This conclus' ion was supported

by Mr. Henry W. Eckhart, who appeared on behalf of the People

Arc Coming and MWRO, and who asserted that a forecasting metho-

dology should include a factor for price clasticity (Tr.,
Vol. XXXVII, Eckhart).

Integral to the forecasting of load growth is the

concept of the adequacy of system reserves. It is the long-
established policy of the Company to maintain a minimum level

of reservo equal to the Company's largest generating ynit or
appreyimately 20% of the forecasted total system load,

.n-. . . . . - - vn. . ,.v.~. ,,.,- m n w . . w -, ---,.. . 3 , .

c f)i. uaJ &ji
- -
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whichever is the greater (Tr. , Vol . IV, Nichols, p. 19).

According to the Company's load forecast and projceted

construction program, thin level will be execeded by

varying amounts in eight of the ten years in the period
15

1977-1986. The largest deviation from the 20% norm would

occur in 1980, upon initial commercial operation of the

Summer Unit (Tr., Vol. IV, Nichols, p. 21).

The People Arc Coming's witness Eckhart took

issue with the Company's calculation of its reserve margin in

order to substantiate his assertion that the Company has

" substantial excess generating capacity" (Tr. , Vol. XXXVII,

Eckhart). According to this witness, the Company's determination

of reserve capacity includes several adjustments for forced

reductions, " difficulties experienced by the supplier", and

contract and opportunity sales, which he would disregard for

computation of system reserve.'

The Commission has carefully considered those related

Icapacity,andconcludesthetthevariouscomponentsofthe
issues concerning the Company's derivation of its reserve

capacity included by the Company are necessary for the

protection of the Company's present and future. customers.

The record reveals that on June 29 and 30, 1977, the Company

experienced the concu' rent outage of two base load gcncrating

f acilities, consisting of a total of M0 MW, a phenomenon for

which planning is dif ficult (Tr. , Vol . IV, Nichols, pp. 79-80).

Furthermore, the Commission finds the reservo policy and

projected reserves to be reasonable at this time. The

Commission acknowledges the f act that upon commerciaA operation

15
S3, !! caring Exhibit No. 11.

1 me < , .,
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of a new base load generating facility there is a temporary

effect of a dramatic incrcane in rencrvo capacity (Tr.,

Vol. IV, Nichols, p. 21). !!owever , the Commission feels

that such temporary departure is justified in light of the

demonstrated need for the proposed generating facilitics.

Nonetheless, the Commission will continue to oversee the

reasonableness of the future operation and projections of

the Company's reserve policy.

This commission has stated previously that it is

axiomatic that even the most sophisticated and rigorous

analysin of projected load requirements cannot precisely

predict events ten years in the futuro. The. Company likewise

acknowledges the imprecision inherent in such ondeavors and

consequently engages in systematic reviews of its projections

and makes adjustments in its construction programs in

consonance with the findings of snch reviews (Tr., Vol. IV,

Nichols, pp. 22, 2H, and 81). This empirical review provides

emggg an element of flexibility to the construction program, given

fgeneration,
the significant lead time involved in planning and constructing

transmission and distribution facilitics, and

thereby operates to balance the need for additional capacity
with the projected demand.

The record in this proceeding and the Commission's

findings thercon do not wed the Comnission inextricably to

the methodology or results of the forecast of load growth

presentnl by any party. Ilowever , the Commission in of the

opinion that the projections made by the Company, and inde-

pendently derived by the staff, are reasonable for the purposes

of this proceeding. The Commission. consequently finds likewise

reasonable the Company's general construction program, as

hf
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premised upon the currently forecasted load growth. The

Commission will expect the Company to exercico the utmost

care in reviewing and revising its forecasts of load

growth and conconitant construction program. The Company,

the intervenors, and the general public can he asr.ured that

the Commission and staf f will continue to maintain the scrutiny

and review demanded by the Commission's statutory responsibi-

litics.

/ IV.

TEST YEAR

A f undamental principle of the ratemaking process

is the establishment of a test year period. Ideally, such

a period should be represented by the most recent twelve months

preceding the date of filing a rate adjustment application
for which data is available. While the rates and chargos

finally approved will Eave prospective effcet only, thin

Commission has consistently adhored to the view that the

immediate past experience, characterized by identifiable

operating results for i complete twelve months period, pro-

vides the most rcLiablo guide for the immediate future. The

reliance upon the test year concept, however, is not designed

to preclude the recognition and use of other historical data

which may precede or postdate the selected twelve month period.

Integral to the use of an average year, representing

normal operating conditions to be anticipated in the future,

is the necessity to make normalizing adjustments to the historic

test year figures. Only those adjustments which have reasonable

and definite characteristics, and which tend to inf!aence

reflected operating nerience, are made to give proper con-

sideration to revenues, expenses and investment.

< m ,, ,, ns
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Adjustments may be allowini for (a) items occurritig
in the historic test year, but which will not recur in the
futures (b) to give effect to i tenn of an extraortli nary na turt;
by either normalizing or annualizing ::uch items to reficct

more accurately their annual impact; and (c) to give effect
to any other item which should have been included or excluded
during the historic test year.

In the instant proceeding, the Company's Application
proposed the use of a test year period of the twcIvo raonths
ending December 31, 1976 The Application consequently included

certain exhibits demonstratintj the Company's actual operations

for the nine months ending September 30, 1976, adjusted to

reflect the subsequent three months. Whercupon, the Commission

issued its Order No. 19,776 on December 21, 1976, establishing
Q the calendar year 1976 as the appropriate test year period

for this proceeding and requiring the Company to submit by,, ,

March 1, 1977, data to reflect its operations for t.hc twelvo
months ending December 31, 1976, which the Comnission found

to be reasonable for the purponen of this ratemal:ing procer: ding.
D The exhibits filed by the Company in response to Orc ~ 'r No. 19,776,

indicated that the rates proposed by the company would generate
additional revenues. of $30,269,340.

V.

RATC BASE

Pursuant to S. C. Code Ann., S 58-27-180 (1976),

the Commission has the authority af ter hearing to " ascertain
and fix" the value of the property of an cicetrical utility.
In t.he context of a ratomaking proceeding, such authority

is exercised in the determination of the cicetricel utility's
rate base.

P0ORBRNn
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The rat e base in the total ne t. value of tha elec-

trical ucility's tangible and intangibic capital or property

value, for ratemaking purposes, on which the c]ectrical

utility is entitled to carn a fair and reasonabic rate of

return. The rate base, in this proceeding, is composed of

the value of the Company's property used and useful in pro-

viding clectricity to the public, plus construction work

in progresn, malcrials and supplies and an allowance for

cash working capital, less reserve for depreciation and

amortization, accumulated deferred income tax (liberalized

deprecia tion) and customer deposits. The Accounting Depart-
ment of the Utili ties Division of the Commission staf f, prior

to date of hearing, conducted an audit and examination of the

Company's books, and verified all account balances from the

Company's General Ledger, including rate base items, with

plant additions and retirerents. On the basis of this audit,

the exhibits, and the testimony ccntained in the entiro

9 4 record of the hearing, the commission can determino and find

S y proper balances for rato base and other items.

$4 When the rate base has been established, the Company's

%g total operating income for return is applied to the rate base

to determinc what adjustments, if any, to the present rate6

structure are necessary to generate earnings sufficient to

produce a fair rate of return. The rate base should reficct the

actual investment made by investors in the Company's property

and the value upon which stockholders will receive a return

on their invest ment.

The commission's findings and conclusions relative

to the company's retail rate base appear in the following

subsections:

* - i < - ,

* - 8 '
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A. I' l .n. : i n :;er v i .-

Thin Commit.nion han t radi t-ionally used the accounting

methatology recognized as " original cost 1cas depreciation"

in the dctormination of the value of an electrical utility's

plant in service. The record of this proceeding presents no

just i fication for a departure from this methodology which was

used by the company in calculating its gross plant in service

of $743,636,439 (ficaring Exhibit No. 32).

The Comminaion staff recommended a reduction of $9,230

from t.he gross plant in service to account for rocc1 pts

from the sale of timber recognized on the Company's books

aftet the test yecr period (Tr., Vol. XXIV, llammond , p. 66).

The Com.fssion considers the staff's adjustment to be proper

and necessary to reflect accuratcly the Company's gross plant

in cervice as of December 31, 1976. Accordingly, the Commission

finds $743,627,209 to be the appropriate figure for the'

Company's gross plant in nervice in this prococding.

/
D. Reserve for Depreciation and Amortization

* In determining the proper rate base for electrical

utilities, the Commission uses the gross plant in service dedi-

cated to providing public service reduced by the reserve for

deprecia tion and amortization. The "per books" reserve allo-

cated to the Company's retail electric operations was $190,674,514.

The Company and the Conctission staff recommended

that the "per books" reserve be adjunted by the addition of

$ 3 3 f. , 213, to reflect depreciation for the test ycar, as if

the planL in service at year end had been in servico for
16

the ont ire test yeat pe rical . The Conraission finds such

adjust ment to be teasonahic and proper, hereby adopting it

_ . . _

compare lloaring 1:xhibit No. 32 (Groctzinger) with
IIc.s ring rxhibit tio . 42 (lla mmon d) , at p. 23.

, n - r -
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foi ihe purponcs o* thin preceeieo-i "' l " >- . " t: ". For deprc-

ci a t s on a nd amos t i :a t ; ou con u mien t l a beromen $191,010,727.

The gross p t mt in ' reie. ed $743,627,209, Icss

t i:e reserve for depiectation .i"i .in w r i va t is ui ol $191,030,727,

results in a net p l.in t in nervio or c 5',2, 616,414 2.

C. Counti uet inn Wott in 1rotross

The con :cri a:ut trnaruent of const ruction work in
prost ress ("CWIP " ) ir a rat e Imr. it.-m were t opics of conniderahic

attentson in the i. erd of the pa r.eced i n J I 4 ore the Coomiission.

Pursuant to the Comniccion's Ditective of iinvember 3.1, 1974,

which denominated, ynter olia. the t a t.n ba n.. items considered

appropriat e by the Wmmiipion f'o e elect-iral utilitien, the
reasonable and neceusary cor.tr. of cons' rut t ion of ut ility

plant. not yet in service may bc .nns td< rt d as a proper rate
base item. This conv'ission har uni formly .11oved nuch costs

17
tob- included in an electriral utflity's rate base.

On Septemb"r_.30, 1977, tho Peopir- Are Cominct and

/ MWRO, Roy W. Smith, and the South Carolina Envirornent al

Coalit. ion (collectively, "the Movants") f ' l ed a 'wr i t t.en moti on

in this Docket, seeking, in pcrt inont part, certain re}ief in

t hr. form of the exclusion from the Company's rate bant' of the

funds expended by the Company for the const ruction of the

Suiuner Unit. On October 21, 1977, the Commission issued its

ord r No. 77-721, whereby the Corami ssion denied in part the

vrlsef requested, and reserved for disposit. ion in this OrItr

th.'init.ter of f.he proper t.reat ment of the construction expenditureu

_ ._

Con: easy to the pouition advanced by 1101ly 11i11 in
itt ut nef at p. 1. See, c_. t) ._ , Order No. 18,394, supra; af
Ord r No. 19 , 5.! 6 , is.uind in Docket Hon. 18,3ril and 18,387,

Carolina Pow r & I.iqht company, onin ate .Ayplicati's. ..
_

Sept e mber 15, I970.

A O / J . ,. ,

jV
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IH
tus t. lh * fiundner un i t .

I n t;er-t ion III, n up a .i,, the Commission dig; cussed the.

n e r.1 for the car.ipany 's cons t ruct ion program in the perspective
of the forecanted load growth.

The Comminalon found thorcin
that the construction program, which included the completion

of t he Summe ; tinit by mid-19EC, was reasonable to mect the

rettui rements for elec t s ica l enerny within the Company's
service area, and maintain a natini.tetory nysten reserve.

The Commission, therefore, finds, based upon the record in

this proceeding, the pusertions of the Movants that the Summer
Unit. is unnecesnary and unreanonahic and will creato excensive

generating capacity to be without ricrit.

The Movants contenned likewise that the cost of

construction of the Summer Unit is " unreasonable and excessivc"
ar.d should be disallowed. As the Commission finds in section
XV, infra, those costs, while great.cr than originally
anticipated by the Cor.Ti5any, or neither unreasonable nor

#tionoftheSummorUnit,
cxcensive at the present f. i me .

In consequence, the Conuuiacion findn it reasonahic

include the funds expended by the Co.rp.niy for the construc-to

19as of the end of the test year period,
in the Company' ; rat e base an CWIP for ratemaking purposes

,

Therefore, the Cornmission finds t hat CWIP is a
proper element

to be included in the rate base as reflected
on the Corapany books, and an of f set adjustment should be nade to

-

18

The motion requested the Corri.iission "to disallow
from lawful consideration" the funds expended for the constructionof the Summer Unit,
expenditures for the Senmer Unit or,and to order the Company ta cease further

in the alternativo, to
order t hat such future expenditures.not he charged to theCompany's ratepayern. Order No. 77-721 reserved only th? treat-ment of construction funds for disposition herein. a

19
As of December 31, 1976, this amount was $192,199,000(Tr., Vol. XVTT, S u mnie r , p. IIH).

a n i s -

1
a

~
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total income for actine. I,y linit poe l i e ni of the allowance for

funds used durinq constiuetinn anet i ncoine tax credit, applica-

ble to CWIP at the tad os t. he t ent year. On the basis of the

record before us, the proper f i<po e t'or Culp to ho included

is $ 319,668,268.

D. Pla t eria ls and Supplies

The Commission considern " mat.crial n and supplics"

a proper item to be i nclirled in an ele <.tr ical utility'n rate
base. One signi f icant c]cmoni of this item in the fuel

supply inventory. In some prior ratemaking proceedings, fuel
stocks were adjusted by increasinq os decreaning thin account

by the dollar amount. repa sent i n<j t he C<mani nnion's determination

of the reasonable capital outlay fcr an adequate fuel inven-

tory. That adjustment in based on the uncont-roverted fact

that the Company must. cxpend considerable capital for fuel

stocks to secure a reliable fuel supply for qeneration purposes.
.

Since the costs of t he " invent ory are not recovered until af ter

the fuel is burned, t.he company i s permit ted to carn a return

on this inventory iteta, nortnal i zed to reficct test. year costs.

/
The Company's per books materials and supplics

allocatan to the retail cicetric operations amounted to

$30,399,~51. In thin proceedinq, both the Company and the

Com'ainston staff recommended that the aporopriato adjustment

be der ived by pricing the inventory volume on December 31, 1976,

at the December 197f purchase price of fuel received, a

ructhodology consistcot wi th previous decisions of this
20

Commission. As a result, the Company's fuel supply account

is properly increaned by $940,551 for the Company's retail

operat. ions. The t ot al f i<pire for the materials and supplies

item i n t.he compa ny '- ra t e b.in. in 511,340,304.

_. _ . . .

Sce, order tJo. 1 H ,191, nuora, at pp. 14-15.

.
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1. Wua A 6 og Cap.it ] Allowance

The Copan amton has t raditionally considered an

allowance for working capital t o be an appropriate item

for inclusion in the rate base of an cicctrical utility.

By adopting a working capital allowance, the Commission

recognizes the capit al outlay related to the routine operations

of the company.
.

B,ased on a Directive of the Commission to the
staff, dated November 13, 1974, the staff proposed a computation

of the working capital allowance of $14,965,781, derived as

follows: cash allowance of $17,660,119 (1/8 of operation

and maintenance expensec, 1csa the not of purchased and

interchange powcr) ; rainimum bank balances of $4,283,287;

prepayments of $1.604,191; lesr. average tax accruals of
'

$8,581,816 (Sco, ficaring Exhibit No. 42, at p. 32)."

The calculation of the working capital allowance

offered by the Comminsion staff reprocents sever-1 adjustments
21

of the working cepital allowanco computed by the ~6kpany.

The Company included a figure of $5,176,542 for minimua bank

f*8
* balances. According to the Conpany's wicness, T. H. Grod nger,

Vice President and Controller, that amount included more

than the compensating balances requi cd by the banks with

whom the Company carries lines ci ta it..

Q. page 1 of 6, yes, line 28, Minimum Bank
Dalance.

A. The Company, in .triving at that adjustment,
determined the amount necessary to carry its
credit lines using amounts datormined by
the banks. When you do have credit lines,
they require minitaum bank 1alances.

21
See, Ilearing Exhibie th). 42, at p. 35.

t

. . _ _ . _ . . . . . . . _ , . , .
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0. Is this merely the compensating bahinces
that are required for your comreany/

A. No, we have in there also a small amount --
I can't locato my paper on it for F.ome
reason, but I do have the detail on that;
but anyway the small amount that we've
got in the local banks, it's a million
dollars or somewhere in that neighborhood,
that --

Q. That's the small amount you're talking about7

A. The small amount, a million dollern, yes,
sir -- that we don't think it would be
practical to call this money in everv day.
We would call it in once a week, and these

/
are district offico collections and things
of this type that come into the Company
once a week. So, we have included that
amount in there.

O. And you interpret including this amount,
this million dollars or so, as being con-
sistent with this Commission's directive

!of November 13, 19747

A. That's the way we interpreted it, yes, sir.

(Tr. , Vol. XIII, Groctzinger, pp. 66-67) .

The Commission staf f proposed that the Company be allowed only

the " actual, required compensating balances" in the working

capital computation (Tr., Vol. XXIV, Hammond, p. 67, emphasis

added).

The Commission is of the opinion, and so finds, that

the minimum bank balance of $4.283,207 derived by the Commission

staff conforms to the standard in the Commission's Directive
# of November 13, 1974, and more appropriately addresses the

rationale for a working capital allowance which is designed

to permit a cash flow for those necessary expenses associated

with routino operations.

Furthermore, the staff's calculation of average tax

accruals differed from the Company's treatment of that item in

the working capital allowance. The Company included only the

average of tho accrued tax account fcr federal i nn m e ! c:n:3,

$3,967,613 (Tr., Vol. XIII, Groetzinger, p. 6 ft : Fairino "vbibit

No. 32).

,

,
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The Commission staff proposed to include accruals of

" taxes other than income" as well as income taxes (Tr.,

Vol. XXIV, Hammond, p. 67). This figure amounted to

$8,581,816.

The Cuamission is of the opinion, and so finds,

that the staff's treatment of the average tax accruals is

more in concert with the Directive of the Commission. The

Commission acknowledges that such treatment represents a
22

departure from that previously accorded this Company.

However, the inclusion of the average of all tax accruals in

the working capital allowance is consistent with the position

I
of the Commission in ratemaking proceedings for electrical

utilities subsequent to this Company's last general rate
23

case, and better accomplishes the object of the concept

for the working cepital allowance.

The Company proposed to adjust the working capital

allowance by $1,308,555 to compensate for expenses incurred

during the thirty-day " lag" betwoon the time when the fuel

costs above the base rato are incurred and the time when such

costs are recovered through the operation of the Company's

fuel adjustment clause (Tr. , Vol. XII, Croetzinger, p. 42).

The Commission's action herein, by increasing the

fuel component in the Company's base rates f rom 9 mills to 11

mills per KWH, as proposed by both the Commission staf f and
24

by the Company, will serve to climinate the need for such
25

adjustment.

22
See, Tr., Vol. XXIV, Hammond, pp. 85-86.

See, In Re: Applica tion of Duke Power Comp ~any~,
Docket No. 1 9 67; and, In Rer Application of Carolina Power 5.
Light Company, Docket Nos. 10,361 and 18,387.

24 Src, Vol. XIII, Croctzinger, p. 42; antl, Tr.,2
Vol. XXIV, Hammond, p. 68

25See, Section XII, infra.

i
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The Company also adjusted the working capital

allowance to reficct the revaluation of its inventory of fuel

stocks to the December 1976 purchase prico (Tr., Vol. XIII,

Groetzinger, p. 41). The Commission staff op; sped such

adjustment by contending that the combined of fect of the

adjustment for the fuel inventory revaluation in the Materials

and Supplies item and of the operation of the Company's

fuel adjustment clause removed the justification for this

proposed adjustment (Tr., Vol. XXIV, Hammond, p. 67).

The Commission is of the opinion, and so finds,

that the position advanced by the staff is more reasonable

and comports with the Comnission's findings in the Company's
26

/previousratemakingproceeding.
To permit the Company's

proposed adjustment in addition to the adjustment made to

the Materials and Supplies item in the rate base would have

the of fect of allowing a double recovery, which the Commission

considers unwarranted.

Finally, the Commission has adopted an adjustment

to the Company's operation and maintenance expenses by the

reclassification of an amount of $5,635 to an account not

chargeable to the Company's ratepayers (See, Section X, infra).

This adjustment han the offect of reducing the proper cash
allowance from $17,660,119 to $17,659,415. In turn, this

revision will result in a modification of the total working
capital allowance from $14,965,781 to $14,965,077.

F. Accumulated Deferred Incomo Taxes

The accumulated reserves for liberalized depreciation

constitute a form of cost-frco capital, and, consequently, an
element upon which the Commission feels investors are not

entitled to earn a rate of return. The Commission, therefore,

26
See, Order No. 18,394 at p. 16.
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finds it reasonable to reduce the Company's rato base by the

figure of $49,152,344, as proposed by the Company and by the

staff.

G. Customer Deposite

The amount representing customer deposits also is

considered by this Commission to be an element.on which the

Company's investors are not entitled to earn a return, and

should be excluded from the Corapany's rate baso. The

Commission finds that the rate base should b. reduced by the

amount o' $4,036,338, as proposed by the Company and by the

staff. The Commission has treated tho interest on customer

deposits as an operating expenso in computing kho Company's

rato of return.

H. Original Cost Rate Base

The Company's retail rate base, as herein adjusted

and determined by the< commission, is set forth as follows:

TADLE D

/
ORIGINAL COST RATE DASE

December 31, 1976

Gross Plant in Service $743,627,209
Roscrve for Depreciation and

Amortization (191.010,727)
Not Plant $552,616,482
Construction Work in Progress 319,G68,268
Materials and Supplies 31,340,304
Working Capital Allowance 14,965,077
Accumulated Doferred Income Tax

(Lib. Deprec.) ( 49,152,344)
Customer Deposits ( 4,036,338)

TOTAL RATE DASE $865,401,449

VI.

CAPITAf, STRUCTURE

Reference to the Company's capital structure was made

in the testimony and exhibi ts of several witnesses for the

Company and of the Commission staf f. The capital structuro,

, m 7 i ~ , y
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per books, as reviewed by the Commission, is as fol' lows:

TABLE C

CAPITALIZATION - PER BOOKS
.

December 31, 1976

AMOUNT RATIO
(Thousands)

Total Debt * $553,800 55.57%
Preferred Stock 137,771 13.82%
Common Equity 305,072 30.61%

,

TOTAL $996,643 100.00%

* Includes short-term debt of $17,254.

The Commission notes that the company issued both

debt and equity securities subsequent to the end of the test

year period, but prior to the hearing in this proceeding
(Tr. , Vol. II, Williams, pp. 15-18). The Commission, therefore,

considets that the capitalization ratios most appropriate

for the purposes of this proceeding should be the capitaliza-

/*
tion ratios as of May 31, 1977.

The Company presented "for informational purposes"

a proposal for the incorporation in the common equity portion

of the capitalization an amount to reflect the Company's
27

accumulated deferred investment tax credit (Tr., Vol. XIII,

Groetzinger, pp. 71-73) . This action was based upon a proposed

regulation of the Internal Ro"enue Servico and a letter from

the Internal Revenue Service to the State of New Mexico

Public Service Commission. The Commission will cvaluato the

proposal as it was offered and will, for the purposes of this

proceeding, consider the common equity portion of the Company's

capital structure without the addition of the accumulated

deferred investment tax credit.

21
See, Hearing Exhibit No. 34.

- - - ~ . , - ~ . . ~ . . - . . ..
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Table D, infra, reflects the capitalization and

resultant ratios of the Company on May 31, 1977, after the

-w-lusion of $18,275,000 from the common equity port $on
7

This amount represents investment in, and advances to.

Energy Subsidiary, Inc., the Company's wholly-owned land

subsidiary of $14,866,000. In addition, there is excluded

an amount of $3,409,000 which represents a note which was

assumed.by the Company from a subsidiary partnership of Energy

Subsidiary, Inc. This adjustment ef fectively removes property

not used and useful in providing utility service to the

customers of the Company. The adjusted capitalization and

resultant rallos in Table D have been used by int Commission

in determining a fair rate of return for the company in this

proceeding.

TABLE D

ADJUSTED CAPITALIZATION

/
_

May 31, 1977

AMOUNT RATIO
(Thousands)

Total Debt * $588,256 55.64%
Preferred Stock 137,391 12.994
Common Equity 331,698 31.374

TOTAL {1457,345 100.00%

* Includes ahort-term debt of $6,758

By utilizing the adjusted capitalization and resultant

ratios appearing in Table D, and thereby making alloyances for

the new issues of securities, the Commission hap given considera-

tion to matters beyond the historic test period. The

Commission finds such action to be reasonable in attempting

to permit the Company to earn a fair rate of return and likewise

provide the Company tre opportunity to maintain that fair rate

a m i , 7
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of return despite the ef fects of attrition. The Commission

has employed this approach in the past as a method ts com-
28

pensete for inflationary pressure.

.'

VII.

COST OF CAPITAL

A. Long Term Debt

This Con.a.any, as well as all other regulated utilities,-

is directly affected by changes in interest rates. As the

Company's witness Oscar S. Wooten, Executive Vice President,

Finance, indicated (Tr. , Vol. VI, Wooten, p. 31) :

The Company has experienced a continuing
increase in its embedded cost of long-term
debt in recent years. This results When
new issues of debt have to be sold at
higher prices than the overall avarage cost,

of existing issues.

Marked increases in interest charges are subsequently reflected

in corresponding increases in the embedded cost of seni p9

capital as illustrated by the following table:
.

TABLE E

EMBEDDED COST OF
LONG TERM DEBT

YEAR YEAR-END COST

1967 4.41%
1968 4.66%
1969 5.51%
1970 6.06)
1971 6.33n
1972 6.47%
1973 6.601
1974 6.95%
1975 7.381
1976 7.701
1977 (May 31) 7.601

(Source - IIcaring Exhibit No. 42, pp. 46-49).

28
S 10,394, supra, at pp. 18-19,y , M .,, Order No.

I '/ 7 I n/
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For the purposes of this proca-eding, the ' Commission

staff proposed to include the amount of short-term debt with

the Jong term debt. In addit' ion, the staff assigned to tho
# short-term debt the same cost rato as the 7,60". embedded

cost of the company's long term debt as of Itay 31, 1977

(IIcaring Exhibit No. 42, p. 44, as revised). The Company

contended that the inclusion of short-t rm debt was improper

because of the " great fluctuations in the amount of short-

term debt outstanding at any point in time during the test

year." The company further asserted that short-term debt is

an intermediate form of financing which is purposefully con-

verted to long-term securitics as often as poscible, and that

the volatility of interest rates on short-term obligations
29

precludes the assignment of a co:aposito cost rato.

The Commission has determined that the mount and

cost rate of short-term capital should be reflected in the

Company's capital structure for rate of return purposes.

Furthermoro, the Commission considers the staff's proposal to

be a reasonable approach to include the short-term debt in

the capitalization, which should be adopted in this proceedirg.

The Commission notes the effect of the most recent.

issues of debt in reducing the Company's' embedded cost rate

(Tr. , Vol. VJ , Wooten, pp. 75-77), and has considered this

reduction in the embedded cost in its final determination of
a fair and reasonable rate of return in this proceeding.

The reajor institutional rating services have given

the Company an A bond rating. Furthermore, the Company's

witness Wooten indicated that the company's financial

29
See, the Company's Drief at p. 17
-
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position in terms of its bond rating had improved relative
to conditions in the 1974-75 period (Tr., Vol. VII, Wooten,
p. 12) . The Commission cannot ignore the interrelatiopship

among a utility's bond rating, the investors' appraisal pf
a utility's bond issues in the marketplace, and the consequent
cost of debt capital. Lower bond ratings may result in

measurably higher costs to a utility which ultimately increase

costs to consumers for many years in the futuro. Highgr interest

rates operate to reduce the earnings coverage of fixed charges

for a utility. The fixed charge coverage is perceived ps only one
index of financial stability by the investor, the utility,
the public and the regulatory agency. The Compcny's debt

coverage ratio of earnings to fixed charges, computed by upe
of the SEC methodology, for the period 1967-1976 is domonstrated
by the following tables

~' TABLE F

DEBT COVERAGE RATIO
OF EARNINGS TO FIXED CHARGES

/
YEAR RATIO

1967 4.99X
1968 4.74X
1969 3.62X
1970 2.66X
1971 2.41X
1972 2.56X
1973 2.37X
1974 2.30X
1975 2.83X
1976 2.64X

(Source: Hearing Exhibit No. 2, items 1Ba and
18b).

B. Preferred Stock

The Company's embedded cost of preferred stock

increased from 5.11; in 1967 to 7.89% at the end of tho test
period, uned in this proceeding. The Company has a charter

restriction in regard to the issuance of preferred stock,

* m/ < ,,
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to who extent that if the Company's net carnings are not at

least 1.5 times the sum of the interest requirements on the

Company's indebtedness plus the preferred stock dividend

requirements immediately after a sale, the Conpany is

prohibited from the issuance of additional preferred stock.

The Company's witness Wooten indicated that the Company had

projected an increase in the embedded cost of preferred stock

to 7.901 by the end of 1977, "and without rate relief preferred

coverage will drop to 1.41 . ." (Tr. , Vol. VI, Wooten,. .

p. 34). The following table manifests the embedded cost of ,

preferred stock for the period 1967 through May 31, 1977:

TABLL G

EMBEDDED COST OF
PREFERRED STOCK

YEAR YEAR-END COST

1967 - 5.11t*

1968 5.124
1969 5.12t
1970 6.56%
1971 7.084
1972 7.124 -

1973 7.22%
1974 7.184
1975 7.78%
1976 7.89%
1977 (May 31) 7.911

(Source: Exhibit No. 42, pp. 50-52).

'

For the purposes of this proceeding, the Commission

has used 7.911 as the cost for the company's preferred stesek,

as reflected in Table G as of May 31, 1977.

C. Common Equig

One of the principal issuc2 in any ratenaking deter-

mination involves the proper carnings to be allowed on the

common equity inventment of the regulated utility. In this

a + , - .
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proceeding, the Commission was offered thp expert testimony

of several witnesses relating to the fair and reasonabic rate

of return for common equity for the Company. These financial

cxperts presented detailed explanations of a nuraber of metho-*

dological approaches to the determination of the cost of

equity capital for the Company.

This Commission has frequently stated that it

adheres to no particular theory or methodology for the deter-
30

mination of a fair rate of return on common equity. Rather,

the Commission must carefully analyze the abstract theories

in application in a practical context. As the Company's

witness Dr. Stephen F. Sherwin succinctly acknowledged:

Now, in approaching the estimation of the
|cost of equity capital, I concur with the

/
frequently expressed views of this Commis-
sion that there is no formula! and that
the process of estimating the cost of
equity capital is essentially one of
sifting multiple facets of factual evidence
which, in my opinion, should serve as
constraints on the exercise of judgment.

(Tr., Vol. VIII, p. 9 3) .

Dr. Sherwin incorporated three discrete standards in

his analysis of the fair and reasonable rate of return in this

proceeding, all of which rested on certain assumptions regarding

prospective economic conditions relating to the rate of growth
of "real" gross national product, the future annual rate of

inflation and the yield of A-rated long-term bonds of public
utilities (Tr. , Vol. VIII, Sherwin, pp. 94-95). The standards

utilized by Dr. Sherwin r ay be characterized as a composite of

30
See, e.g., Order No. 19,526,. supra, at pp, 23-24;

and, Order No. 18,394, supra, at p. 24.

,
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,

three criteria of a fair rate of returns the opportunity for

earnings commensurate with the carnings experience of compara-

ble companies, the maintenance of credit and support of
# financial integrity, and the attraction of capital on fair

and reasonabic terms (Tr., Vol. VIII, Sherwin, p. 92). By

utilizing these criteria, D2. Sherwin, testified that the fair
rate of return for the Company, based on the Company's common

equity ratio of 31.371, as of May 31, 1977, would be 14.25%
31

(Tr. , Vol. VIII, Sherwin, p. 92) .

Ths Company's witness Francis E. Jeffries offered

additional testimony designed to determine a fair rate of return

for the Company. Mr. Jeffries' approach combined an evaluation

of investor requirements, an analysis of the investment risks

*
of the Company, a review of the return earned on altprnate

investments, and the Company's need to attract capital. His

results were tested by en investigation of the equity-debt

/ his analysis, Mr. Jeffries concluded that the " appropriate"

risk spread (Tr. , Vol. XI, Jef f ries, pp. 4 5-4 6) . Based upon

rate of return on common equity for the Company is in the

range of 14.0% to 14.5% at the present time (TF., Vol. XIe

Jeffries, p. 70).

The staff's expert witness, Dr. R. Glenn Rhyne,

Director of the Commission's Department of Res9 arch, also

presented testimony and exhibits relative to the cost of equity

capital and the overall rate of r'eturn to permit the Company,

the opportunity to earn a fair return sufficient to enable the

Company to serve its customers and meet the needs of investors.

Dr. Rhyne employed two independent methods in dqriving the

conclusions expressed in his testimony in regard to the cost of

31
Dr. Sherwin's profiled testimony included a recom-

mondation of 14.5%, which was reduced to 14.253 due to " develop-
monts in the capital marketc" occurring sinco the preparation of
his profiled testimony (Tr., Vol. VIII, Sherwin, p, $ 3) .9

4 ne - n
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equity capitals the capital asset pricing model ("CAPM") and

the discounted cash flow (" DCF" ) approach. Based upon a

combination of those methods, Dr. Rhyne concluded that "the

most likely" cost of equity for the Company was between 12.0t -

32
and 12.60% (Tr. , Vol, XXIII, Rhyne, p. 96).

The testimony and exhibits cf the financial expert

witnesses for the Company and staff approached their investiga-

tions within the parameters of the li.nguage of the United

States Supreme Court in its decision in Federal Pcwer Commission

v. Hope Natural cas Co. , 320 U.S. 591 (1944), at 603:

[T]he return to the equity owner should
be commensurate with the return on invest-
ments in other enterprises having corres-
ponding risks. That return, moreover,
should be sufficient to assure confidence
in the financial integrity of the enter-
prise, as to maintain its credit and to
attract capital.

While the independent studies of each witness commenced with

those standards, the methods * employed produced quite different

results, thereby presenting the Commission with a range of

between 11.4"3, the lowest estimate in Dr. Rhyne's DCP

approach, and .4.5%, the highest estimate of Mr. Jeffries'

study.

The Company's witnesses indicated that while the

Company's condition necessitated rate relief, there has been

"no significant indication that investors have lost confidence

yet" (Tr., Vol. I, Williams, pp. 78-79). Nor has there
'

been recent difficulty in marketing the Company's secupities
.

(Tr., Vol. I, Williams, pp. 79-30). As the Company's witness

Wooten indicated, "The last real problem we had in attracting

equity capital was in early 1975" (Tr., Vol. VI, Wooten, p. 68).

.~ 2

The CAPM pt Juced a "best estimate" of 12.60%, with
an upper limit of 13.24% and a lower limit of 12.00%; the DCP
procedure " suggested" a cost of equity between 11.40% and 12.60%
(Tr., Vol. XXIII, Rhyne, p. 96).

4 m i , -n 9
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While the Company's witness 9s attribute the apparen't recent

investor confidence to the fact that a portion of the Company's
33

proposed rates are in effect under bond, the Commission

considers the recent experiences of the Company to be algni--'

ficant in our analysis of the fair rate ci return on the

Company's common equity.

The Commission cannot determine the fair and reasonable

return on common equity for the Company in isolation. Rather,

the Commission must carefully consider a variety of reigyant

factors, including identifiable trends in the market relating

to the costs of labor, materials and capitals comparisons of

past earnings with present earnings and prospective earnings:

the prices for which the Company's service must be rendered

the returns of other enterprises and the reasonable opportunities

for investment therein; the financial ' policy and capital struc-

ture of the Company and its ability to attract capitals the
,

competency and efficiency of the Company's managements the

inherent protection against destructive competition afforded

the Company through the operation of the regulatory process;

and the public demand for growth and expansion which is par-

ticularly significant in evaluating the construction program

of the Company for the foreseeable future.

In its determination of a fair and reasonable rate

of return, the Comniission maintains the ultimate responsibility
I

_

of setting the rates to be charged for the electrical service

provided by the company. The exercise of that responsibility

involves the balancing of the interests of the consumer and

the investor. The Commission heard the testimony of consumers

33
See, e.g., Tr., Vol. II, Williania, p. J9.
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throughout the Company's service area, articulating.a concern
about the increasing costs of all forms of energy, includine

electricity, which create a heavy burden for many residential
14

,, customers with limited or fixed incomes. The Commission

must gravely balance the interests of the consumer in regard

to the price of electrical service with the interests of the

same consumer in regard to the reliability and adequacy of the

supply of electrical energy. The Commission has kept those

interests paramount throughout this proceeding.

Upon thorough review of the factors necessary for a

proper determination of this matter and according each factor

its -ppropriate significance, the Commission has determined that

the rate schedules presented for approval by the Company,

which produce additional revenues of $30,269,340 and generate
.

a rate of return on common equity of 14.54%, are unlawful and

unreasonable. That return on common equity and the associatcd

rate schedules cannot be approved based upon the evidenco in

this proceeding.

It, therefore, becomes the Commission's responsibility

to set a fair and reasonable rate of return on common equity

from which can be derived the lawful rates for the Company for

its retail operations. This responsibility must be 6.scharged

in accordance with statutory and judicial standards, and based

upon the numerous factors identified herein, and applied in

y accord with the informed judgment.of the Commission.
.

34
See, e.g., Tr., Vol. XXII, Dell, pp. 18-22; Vol. XXV,

Ilarmon, pp. 77729; Popa, pp. 36-373 ftiller, pp. 56-57; Vol.
XXXIII, Gobel, pp. J2-35; Reeves, pp. 54-55. See also, Tr.,

'

Vol. XLII.

, n , , , ,,

w 'hS ?< ~ n

. ~ . . . - . . ~ .~ .. . ,. .,,. .-. . - ..w_ , . , _ ._wg ., . .m,. 7, .m.,,,_m ,.n, vm.

- % w .-. wen. _ _ _ %



I (

. .

DOCKET NOS. 76-64 5-C and 18,362 - ORDER No. 77,831
Decerber 13, 1977
Page Forty-One

.

In light of all relevant issues in the record of this

proceeding, the Commission is of the opinion that a faly and
proper return on common equity falls within the range of 12.5%

,, to 13.01, and that the rate of return of 13.0% on common equity
produced by the additional revenues of $21,796,559, as approved

35
infra, is fair and reasonable.

The rate of return on common equity allowed in this order

falls within the range presented in Dr. Rhyne's testimony,

which the Commission considers a reasonable expectation for th3

equity owner and, therefore, in accordance with the standards of

the !! ope decision. A return within the ras.go (ound fair and

reasonable is sufficient t gratect the financial integrity

of the Company, preserve the property of the investor, and

permit the Company to continue to provide reliable service ta
,

present and future customers at reasonable rates.

The Commission acknowledges that the rate of return

on common equity represents the same return allowed in the
36

Company's most recent ratemaking proceeding when the financial
condition of the Company was measurably less salutary (Tr.,

Vol. I, Williams, p. 66-67). The Company's witnesses, however,

indicated that the Company had been unable to earn the 13.01

return previously allowed (Tr., Vol. I, Williams, p. 70

Vol. VI, Wooten, p. 14). The Commission is of the opinion

that its action herein will permit the Company to earn a

return up to 13.0% which the Commission has determined to

to be reasonable.'

35
S infra.y , Section XIII,

36S , Order No. 18,394, supra, at p. 26.
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In arriving at this rate of return, the Commissior is

concerned only with the return to be earned on the common

equity allocated to that portion of the Company's operations
subject to the Commission's jurisdiction in this proceeding.
Sales of electricity on a wholesale basis to other electrical

suppliers are subject to the jurisdiction of the Federal Energy
Regulatory Commission. The Commission has reade its findings

based on the jurisdictional retail electric operations of the

Company, and has not considered any other operations or property.

Furthermore, indicated in Section VI, supra, the Company's

investment related to Energy Subsidiary, Inc. , has been excluded
* for computation of rate of return.

VIII.
'*

RATE OF DETURN

An important function of ratemaking is the deterr41 nation

of the overall rate of return which the utility should be

granted. This Commission has utilized the following defini.

tion of " rate of return" in previous Orders, and continues to

do so in this proceeding:

For regulatory purposes, the rate of return
is the amount of money earned by a regulated
company, over and above operating costs, expregsed
ts a percentage of the rate base. In other
words, the rate of return includes interest
on long-term debt, dividends on preferred
stock, and earnings on common stock and surplus.
As Garfield and Lovejoy have put it "the

, return is that money earned from operations

|
which is available for distribution among the
various classes of cont!ributors of moneyp

; capital. In the case of common stockholders, part
' of their share may be retained as surplus."

Phillips, The Economics of Regulation, pp. 260-261 (1969).

The amount of dollars permitted to be earned by the

Company through its rate structure, depends upon the r9te base

. - . . -
.) I !)'
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and the allowed rate of return en the rate baso. As dis-
cussed in the procciing section of this Order, the primary

'

issue betwron the regulated utility and regulatory body

most frequently involves the determination of a reasonable

return on common equity, since the other components of the

overall rate of return, i.e., dividends on preferred stock and

cost of debt, are fixed. Although the determination of the

return on common equity provides the necessary component from

which the rate of return on rato base can be derived, the

overall rate of return, as set by this Commission, must be

fair and reasonable.

The United States Supreme Court, in the decision of

Bluefield Water Works & Improvement Co. , v. Public Service
.

Commission of West Virginia, 262 U.S. 679 (1923), delineated

general guidelines for determining the f air rate of return in

utility regulation. In the.nluefield decision, the Court

stated:

What annual rate will constitute just
compensation depends upon many circumstances
and must be determined by the exercise
of a fair and onlightened judgement,
having regard to all relevant facts. A
public utility is entitled to such rates as
will permit it to earn a return on the
value of the property which it employs fori

the con /enience of the public equal to
that generally being made at the same time
and in the same general part of the country
on investments in other business undertakings

, which are attended by corresponding risk
and uncertainties; but it has no constitutional
rights to profits such as are realized or
anticipated in highly profitable enterprises
or speculative ventures. The return should
be reasonably sufficient to assure confidence
in the financial soundness of the utility and
should be adequate under efficient and
economical management, to maintain and
support its credit and enable it to raise
the money necessary for the proper discharge
of its public duties. A rate of return may
be reasonable at one time, and become too high
or too low by changes affecting opportunitics

: _,-.

s - J eu|
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for investment, the money market, and
business generally. 262 U.S. at 692-693.'

Duri'.y the following years, the Supreme Court refined

, these precepts, and in the landmark Hope decision, supra,
,

the Court restated its view:

We held in Federal Power Commission v.
Natural Pipeline Co. that the Commission...

was not bound to the use of any single
formula or combination of formulae in
determining its rates. Its ratemaking
function, moreover involves the making of
' pragmatic adjustments' (cite omitted)

Under the statutory standard of 'just....

and reasonable' it is the result reached,
not the method employed which is controlling
(citos omitted) ....

The ratemaking process under the Act,
i.e., the fixing of 'just and reasonable'
rates involves a balancing of the investor
and the consumer interests. Thus we stated
in the Natural Gas Pipeline Co. case, that !

*

regulation does not insure that the business
shall produce not revenues. (cite cmitted) .
But such considerations aside the investor
interest has a legitimate concern with the
financial integrity of the conpany whose rates
are being regulated. From the investor or
company point of view it is important that there
be enough revenue not only for operating expenses
but also for the capital costs of the business.
These include service on the debt and dividend
on the stock. (cite omitted). By that standard
the return to the equity owner should be
commensurate with returns on investments in
other enterprises having corresponding risks.
That return, moreover, should be' sufficient to
assure confidence in the financial integrity
of the enterprise, so as to maintain its credit
and to attract capital. 320 U.S. at 602-603.

The vitality of these decisions has not been eroded,,.

f, as indicated by the language of the more recent decision of

the Supreme Court in In Re Permian Basin Area Rate cason, 390

U.S. 747 (1968). This Commission has consistently operated

within the guidelines set forth in the Hope decision.

The record in this proceeding demonstrates that the

non-jurisdictional operations of the Company have a lower rate

. . . - . ,
I \ wi th C)
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of return when compared to the average rate of return for

various classes of jurisdictional retail customers. (Tr.,

Vol. XIX, Harrise p. 105; !! earing Exhibit No. 42, p. 11-4).

It would appear that the Company has acknowledged this fact'

and has recently engaged in certain actions to remedy the situation,

including a renegotiation of its DuPont contract No. 2 and

the preparation of an application for a rate increase before
'

the Federal Energy Regulatory Commission ("FERC") for the

Company's wholesale for resale customers (Tr. , Vol. XV,

Doyleston, pp. 118-120). This Commission will maintain a

definite interest in the development and outcome of those

activities since the associated rates clearly affect the overall

rate of return for the total Company. As the Commission

has demonstratoi on several occasions in recent ratemaking*

proceedings involving its principal jurisdictional electrical

utilities, rates caanot, and will not, be approved which

have the effect of subsidizing non-jurisdictional operations

through earnings derived from utility operations within the
37

Commission's jurisdiction. It is the overall rate of return

of. the entire Company that a potential investor analyzes.

To the entent that the Company fails to earn a proper return

on its non-jurisdictional service, there is a direct, adverse

impact on the retail customer. The Commission will expect

the Company to continue to take all reasonabic steps to ame-

llorate the ef fects of this situatilon.

t. The rate of return which the Commission has herein

found to be fair and reasonable in this proceeding should main-

tain the Company's competitive position in the capital markets.

37
See, e.g., Order No. 19,526, supra, at pp. 29-30;

Order No. 18 3 4, supra, at p. 29.

|
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Patently, however, the Company must insure that its expensen

remain at the lowest level consistent with reliable service
and exercise appropriate managerial efficiency in 911 phases

# of its operations. The Coenissioa has manifested its abiding
- concern for the establishment and continuation of efficiency

programs on the part of its jarisdictional entities. By its
Directive of August 27, 1974, the Commission urged the deri-

vation of cost control studies, the adoption of cost reduction

prograns, and the eliminatio.1 and reduction of costs "in all

possible ways."

The Company's witnesses indicated that the Conpany

had instituted recently a nurabor of programs to increaso effi-

ciency and reduce operating costs. In addition, the Company

' has established a Department of Econcmic Research and Per-

formanco Analysis to compile economic data and oporating

statistics for comparison Vith comparable utilities and in-

dustrial firms (Tr. , Vol. I, Williams, pp. 46-57; pp. 95-101:

Tr., Vol. XVII, Summer, pp. 129-130). While the Company was

unable to provide specific quantitative results of the
38

operations of its various efficiency and cost reduction programs,
the record of this proceeding indicates that the Company has

undertaken its cost reduction efforts in the spirit of the

Commission's Directive and in the intercst of pf ficient and

economical service to Company's ratepayers.y

Nevertheless, the Company may take notice of the

fact that the commission is not inclined to be completely

satisfied with the cost reduction and efficiency programs of

any jurisdictional entity. The Company should continue to

implement and enhanco such programs in the future as an index

38
See, Tr. , Vol. I, Williams, p. 98-99; Vol. XVIII,

Summer, at p~~75 .

.~ .

,



.. . ...

( f

.

DOCKET NOS. 76-645-E and 18,362 - ORDER NO. 77-831
December 13, 1977
Page Forty-Seven

.

of good management practice in the intorests of the ratepayers

and the Company itself.

The Commission staff witnesses, II. M. !!arri n, J r. ,

' and Sam C. Itamraond, Accounting Manager of the Utt litics

Division, endorsed the undertaking of a management audit of,

i
the Company by an independent firm under the aegis and direc-

tion of the Commission (Tr. , Vol. XXIII, liarris, pp. 40-41;

Tr. , Vol. XXVI, Itammond, pp. 50-51, 60). Such an audit would

be designed to determine the efficiency and validity of the

Company's management policies and practices.

The Commission has considered thoroughly the staff's

testimony relating to a mnagement audit of the Company. The

Commission has deter nined that such an undertaking would be

inadvisable at this time. The Commission recognizes that the*

Company has recently engaged in a reorganization of the struc-

ture, responsibilities and personnel of its .op-level manage-

ment positions (Tr., Vol. II, Williams, pp. 3-5; Vol. XVIII,

Summer, pp. 36, 73-75). While clearly not foreclosing a future

requirement for a management audit, the Commission has deter-

mined that the results of such a study would be more meaningful

after the Company has had a reasonable opportunity to operate

within the recently reorganized framework. Therefore, the

Comission will refrain from any requirement for a manacr

,
ment audit in the context of this proceeding. In any respect,

l' the Commission feels that the cast affirmative measure of the

" management ef ficiency" of any electrical utility remains its

ability to provide adequate and reliable service to its customers

at a reasonable price.
.

The Commission has found that the capitalization ratios

as of May 31, 1977, are appropriate and should be used in this

, n , , ., , ,
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proceeding in a determination of the Company's overall rate
39

of return. The Commission has likewise found that the

embedded cost rates for debt and preferred stock of 7.60%

and 7.91t, respectively, should be utilized in the determination
-' 40

of a fair rate of return. '.'he cost rate of the Company's
41

equity capital has been foun3 to be 13.04.

Usine these findin;s, the overall rate of return on

rate base for the Company's retail electric operations may be

derived as computed in the fo. lowing table:

TADLE II

OVERALL RATE OF RETUPJi

Ratio Cost Weinhted Cost

Total Debt 55.64% 7.60% 4.23%
Preferred Stock 12.991 7.91% 1.03%

* Common Equity 31.374 13.004 LOH
TOTAL 100.001 9.331

.

IX.

ACCOUNTING AND PRO FORf!A ADJUSTfiENTS

Certain adjustments affecting revenues and expenses

wero included in the exhibits and testimony offered by the

Company and by the staff. A number of such adjustr.ents were

proposed and considered by the Commission. This Order will

address only those accounting and pro forma adjustments which

l,
differed between the Company and the staff.

.

i' 39
y , Section VI,S supra.

40
S_ee , Section VII, supra.

41
-Id.

_ __ __
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The Commission staff adjusted the Company's opera-

tion and maintenance expenses by a figure of $60,816 for the

Company's retail operations. This adjustment reflected the

# total of certain items expensed during the test period, which

were reimbursable to the Company subsequent to the test

period (Hearing Exhibit No. 42, p. 10). The Commission is of

the opinion, and so finds, that this adjustment made by the

staff is proper in the context of this proceeding and should

be approved.

The staff made' an adjustment to the Company's opera-

tion and maintenance expenses of $105,374 for the Company's

retail operations to eliminate certain legal fees expensed during

the test period which pertt ined to a pending legal action to
*

enforce certain contract obligations related to the supply of
82

uranium fuel for the Summer Unit. The staff contended that

the expense should be capita *lized and,therefore, recovered over

a future period rather than in one year (Hearing Exhibit No. 42,

p. 10) . The Commission agrees with the staff's treatment of

this expense item, and will approve the reduction .of operation

and maintenance expenses for this amount.

The staff reclassified certain advertising expenses of

$36,060 included by the Company in Account No. 930.1, General

Advertising Expenses. The amount so reclassified represented

, general advertising expenses for other than conservation
|:
[, purposes, and the staff's adjustment has the effect of elimina-

.

ting such axpenses for ratemaking consideration.i

This Commission has previously stated its belief that

electrical utility advertising, except for the pro:rotion of

energy conservation, is beneficial neither to the ratepayer nor

42
Seg , Section XIII, infra.

_ ,-bd
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43
to the utility. The Commission finds no reaton for departure

from that positien, and, therefore, finds tha staff's adjust-

ment to be reasonable for the purposes of thia proceeding.

'' The total advertising expense properly included in Account No.

- 930.1 for the test period is $179,683.

The staff also made an expense adjustment based

upon its sample of the Company's expense vouchers for the test

period. The amount of $10,924, for retail opeiations, was

charged to Account No. 426, !!iscellaneous Incomo Deductions,
44

by the staff's adjustment. The Commission agrees with the

rationale advanced by the staf f, and finds the adjustment

appropriate for this proceeding.

The record of this proceeding reveals considerablo

*
discussion of the expenses incurred by the Company during the

45
test period in the form of fees for legal services. The

Commission has reviewed thoroughly che record in this proceeding

and finds therein no evidenco sufficient to disallcw for

ratemaking purposes the expenses paid by the Company for

legal services, including retainer fees, during the test year.

The testie.ony indicates that such fees were reasonably incurred,

and the Corrmission herein finds that they should be allowed

for ratemaking purposes.

The staff proposed to adjust state and federal income

taxes to reflect the effect of revenue and expense adjustments.
,

The Commission has considered and adopted these tax adjustments

for the purposes of this proceeding. All other adjustments

43
See, Order No. 18,394, at p. 36.

The items included dues and entertainment expenses.
(llearing Exhibit No. 42, p. 10).

45
See, e.g., Tr., Vol. III, Williams, pp. 5-20; Vol. XX,

pp. 28-126; VT . xx, pp. If f; vol. XXxvII, Eckhart) .

' +
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to revenues, expenses, or rato base items proposed by the

staff in its presentation, not specifically mentioned pro-

viously, have been reviewed by the Commission and found
# reasonable.

In addition, the Commission heroin makes an

adjustment to the Company's operation and maintenance expenses

of $5,635 to reficct the reclassification of that amount from

the expenses of the Company's Governmental Affairs Depart-

ment. The specific amount so reclassified represents the

expenses incurred by that Department for alcoholic beverages

during the test period (Tr., Vol. XXX, Smith, p. 47). While

the Commission determines the general expensos for the opera-

tion of that Department to be properly considered for rate-
46

*
making purposes, the Commission is of the opinion, and so

finds, that the purchase of alcoholic beverages in connection

with the operation of that Department does not constitute a

propor expensa to be borne by the Company's ratepayers.

Therefore, the Commission will disallow the amount so expended

by the Company during the test period.

X.

REVEMUd REQUIREMENTS

The Company's total income for return on its retail

operations af ter accounting and pro forma adjustments and

j,'. prior to any rate adjustment is $70,028,884, which, if divided
'*

by the rate base of $865,401,449, as computed in Table B,
!

supra, results in a rate of return on rate base of 8.09%, as

of December 31, 1976.

46
See, Tr., Vol. XXIX, Hammond, pp. 53-56.

. -. . .-
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In order to achieve an overall rate of rcr"rn on

jarisdi;tional operations of 9.331 which we have found fair

and reasonable for the test period, in accordance with the

reasons determined herein, the Company would have required

an amount of $d0,779,068 income for roturn on its rotlil

operations.

i Total incomo for taturn, both beforo and af *xr the

approved rate increase, as found by the Commission, is shown

in the following table:

TABLE I

TOTAL INCOME FOR RETURN

e
BEFORE RATE IMCREASE ELECTRICAL RETAIL

|
*

Net Opersting Income for hetuin $48,264,560
Customer Growth 673,773
Allowanco for Funds Used During

Construction 15,929,487
*

Incomo Tax Credit 5,161,064

TOTAL INCOME FOR RETURN 570,028,884

AFTER RATE INCREASE

Total Deforo Increaso $70,028,884
Approved Increaso (Not of Taxes) 10,602,805
Customer Growth on Approved Increase 147,379

TOTAL INCOME FOR RETURN $80,779,068

The revenue requirements found herein are those re-

quire' and which tre Commission thereby finds appropriate for

the test period, in recognition of the prospective application

I of the rates so approved.

- . .
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XI.

AUTO"ATIC FUEL RATE ADJUSTMENT CLAUSC

Pursuant to the terms of Order No. 77-425, this
.

proceeding incorporated the regular semi-annual hearing rela-
tive to the operation of the Company's Automatic Fuel Rate
Adjus tment (" AFRA") clauso. The Company's AFRA clause was

47
originally approved by the commission in 1970, and has been

48
modified and refined in several subsequent proceedings.

The Commission has previously stated its consistent

position on the use of an automatic fuel adjustment clause as

a rate sotting device. The Commission reiteratos in this

proceeding that it remains our determination that the most ap-
propriate method for ratemaking for regulated utilities is

'

the standard formal rate application filing. Any type of
automatic adjustment clause is perceived by this Commissic as

a departure fro- the traditional ratemaking process and, conse-

quantly, must be cautiously scrutini:ed to insure that the

facts and circumstances fully warrant that the exceptional
device be approved and implemented. With respect to the Com-.

mission's consideration of the proposed continued use of the

Company's AFRA clause, we must evaluate the fuel costs associated

with the generation of electricity, which is the basic justi-
fication for the adjustment, in regard to the total expenses

o f the Company. The Commission must examine the volatility of,

j fuel costs in the period under review. Furthermore, the
a

I Commission must analyze in the absence of the AFRA clauso, the

potential for impairmont and deterioration of the Company's

47
See, Order No. E-1,065, issued in Docket No. 15,059,

dated April 707 1970.

48
See, Order No. 17,648, issued in Docket No. 16,824,

dated May 307 1974; Order No. 19,002, issued in Docket No. 18,362,
dated February 4, 1976; Crder No. 77-41, issued in Docket No.
18,362, dated February 1, 1977.

$
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financial condition, and the additional expense for the rate-

payer, the Company and the State, attributable to additional

formal ratemaking proceedings necessary to addtfess increased

fuel expenses.
.

During the test period in this proceeding, over

forty percent (40%) of each dollar of the Company's revenue

was required for fuel purchases (Tr. , Vol. I, Williams, p. 58).

The Company's fuel related costs accounted for some seventy-four

percent (74%) of the total operstion and maintenance expenses
49

during the test year. The Commission staff's audit of the

Company's fuel purchasing practices indicated that for the

period January 1976 through March 1977, the cost per ton of
all coal purchased fluctuated from $18.38 in June 1976 to

50
S21.21 in March 1977.

,

The Commission recognizes that the cost of fuel,

particularly coal, has not increased as dramatically as in the

recent past. As the Company's witness Summer demonstrated,

the Company's average cost of coal purchased in 1976, including

freight costs, was actually 8.54% less than the comparable

figure in 1975 (Tr., Vol. XVII, Summer, p. 126). The Company

contends that the proportionate relationship of fuel costs

to the Company's total expenses will continue the magnifying
effect on the Company's total operation and maintenance ex-

penses created by relatively small increases in the costs of
51g

fuel. While the Commission concurs in this appraisal, and-
,

,

herein approves a continued application of the Company's

AFRA clause, with certain modifications, we shall exercise care-

fully our constant review of the Corapany's fuel copts in

49
ze, Hearing Exhibit No. 42, p. 32.c

SC

Hearing Exhibit No. 42, pp. 102-104.
51
See, the Company's Drief at p. 41.

I
\
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accordance with our view of the fuel ad)uatment mechanium as
an exceptional device.

The Commission finds that the Company's current

financial posture, previously discussed in detail, and the*

continuing fluctuations in market pricco of the fuels necessary

for electrical generation, necessitate the retention of the

AFRA clause. Additionally, it must be remembered that this

clause is designed to pass along with rapidity to the consumer

all decreases in fuel costs to the Company as well an all

increases.

The presently approved fuel component in the Company's

base rates amounts to 9 mills per KWH. Both the Company and

the Commission staff recommended an adjustment to this figure
*

in order to increase the fuel component to 11 mills per KWH

(Tr. , Vol. XIII, Groetzinger, p. 46; Vol. XIX, I!a rris , pp.

106-107). This commission has previcusly delineated the inte-

gral relationship between the base rates and the application of

a fuel adjustment clause:

[T]he function of an AFRA clause, is to
attempt to allow the recovery of fuel costs
above a certain base level. The base is
normally set somewhat below but in reasonable
proximity to the fuel coats experienced by
the Company at the time the AFRA clauso is
adopted, it being assumed that the fuel costs
below the base are being collected under
the remaining standard rate provisions of
its tariffs. If fuel costs rise above the
AFRA clause base, such additional costs,

are collected by the Company by being cdded
f'. to the customer's bills'. If fuel prices

decline below the base, the reduction iss

I passed through to the customer as a credit
on his bill.

Order No. 19,002, supra, at p. 5.

$
.
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The Company asserts that the proposed adjustment to

11 mills per KWH would alleviate a cash flow problem for the

Company associated with the effect of the "30-day lag" pro-

visions in the currently operable APRA clause (Tr., Vol.

XIII, Groetzinger, pp. 46-47). This position was esnentially

corroborated by the testimony of the staff's witness Hammond

(Tr., Vol. XXVI, Hammond, pp. 82-83). The staff contended

that the adjustment in the base rates would have the ef fect

of matching more closely the fuel component in the base rate

with the actual cost of fuel incurred by the Conpany (Tr.,
52

Vol. XIX, Harris, pp. 106-107; Hearing Exhibit !!o. 42, p. H-7).

Based upon the testimony and exhibits in the record

of this proceeding, the Commission is of the opinion, and so

finds, that the proposed adjustment in the fuel component of
,

the Company's base rates from 9 mille per KWH to 11 mills per

KWH should be approved. The increase in revenues collected
,

through the approved increase in the fuel component of the

base rates will be offset identically by a decrease in the
53

revenues collected through the AFRA clause. Therefore, the

Company will not be allowed increased revenues from this

adjustment.

The staff also proposed an amendment in the form of

the deletion of certain language in the Company's current APRA

clause. Specifically, the staff recommended the removal of

( " costs such as fuel handling, fuel additives and operating
,

and maintenance ..." from paragraph "C" of the compapy's
,

present AFRA clause (Tr., Vol. XIX, Harris, pp. 105-106).

52
According to the caletilations of the staf f 's witness

Harris, the operation of the AFRA clause and a full component of
11 mills per KWH in the base rates would have resulted in fuel
adjustment credits on bills received by customers in six of the
twelve months in the period rtay 1976 through April 1977.

53
See, Hearing Exhibit No. 35.
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The staff's proposal would have the effect of clarifying

further the implementation of the AFRA clauta to comport

with the expressed nature of the clause to be " strictly a

fuel clause" (Tr., Vol. XIX, Harris, p. 105).

The Commission considers the staff's proposal to

be reasonable and, further, determines that it should be

approved for implementation in the Company's AFRA clause.

The staff conducted an audit of the Company's.

fuel purchasing practices and procedures, pursuant to Order
54

Nos. 19,002 and 77-41, supra. The staff concluded that the

Company's purchasing and accounting practices had been in

compliance with the Commission's rcquirements for the period

under review (Hearing Exhibit No. 42, pp. 93, 95). The record

in this proceeding reveals no evidence to the contrary.
,

The Company's witnesses Williams and Summer described

the Company's recent activities to enforce the contract obli-

gations of the Company's supplier of nuclear fuel for the

prospective requirements for the operation of the Summer Unit

(Tr. , Vol. III, Williams, pp. 75ff; Vol. XVII, pp. 127-128).

The Commission remains acutely interested in the developments

of the legal action commenced by the Company. We shall centinue

to expect the Company to take the appropriato and reasonable

actions to secure its nuclear fuel requirements as anticipated.

Furthermore, the Commission will expect the Company to keep

[$ the Commission and staff advised of further developments in this

1
: matter.
.

The Commission is fully cognizant that the accounting

procedures utilized in the implementation of the Company's AFRA

54
g , Hearing Exhibit No. 42, pp. 91-104.

'
,
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clause are complex. In order to maintain the necessary
supervision of the operation of the clause and reduce the

possibility of misapplication of its provisions, the Commission
'

will direct the Company to continue to submit monthly the
1- material and reports previously required relative to the

calculation and implementation of its AFRA clause.

Furthermore, the Coramission considers it reasonable

to continue the procedures for semi-annual hearings provided

by Order No. 19,002, supra, to enhance the quality of super-
vision of the AFRA clause. The hearings allow the Commission

the opportunity to determine if ad ustments in the fuel compo-3

nent contained in the base rates are necessary and reasonable,

and further operate as a device to permit the review of the
*

fuel purchasing practices of the Company, as well as other

related issues, by the general public, the Commission and the
staff. *

XII.

ALLOCATION OF RATES

The revenue requirements of the Company having
55

been determined, the Commission is also concerned wit!) the
determination of the specific rates and the development of

the rate structure that will yield the required revenues.
It is generally accepted that proper utility regulation

f7, requires the exercise of control over thezate structure to
I* ensure that equitable treatment is afforded each class of
.I

custcmer.

Sy , Section XI, supra.
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The three principal criteria of a sound rate

structure have been delineated as follows:
(a) the revenue-requirement or financial-...

need objective, which takes the form of a
fair-return standard with respect to private

-, utility companies; (b) the fair-cost-apportion-
ment objective, which invokes the principle that
the burden of meeting total revenue require-
ments must be distributed fairly among the
beneficiaries of the service; and (c) the optimum-
use or consumer-rationing objective, under which
the rates are designed to discourage the waste-
ful use of public utility services while pro-
moting all use that is economically justified
in view of the relationships between cost
incurred and benefits received.

Bonbright, Principles of Public Utility Rates
(1961), p. 292.

These criteria have been observed by this Commission in recent

proceedings and again are utilized in this matter.
*

Every utility rate is based, in part, upon cost

differences in serving different types of customers. Three

significant concepts in determining relevant cost considerations

are the load factor, the utilization factor, and the diversity

factor.

The load factor is the average load expressed as

a percentage of the peak load of an electrical ut$lity. For

example, if the average load for a year is 12,000 KW and the

peak at any moment of time is 18,000 KW, the annual load factar

is 66-2/3%. Electrical utilities attempt to maintain their

load factor as high as possible, since the higher the everage
b. -
[. output relative to the peak load,'the more units there are over

i
which to spread the fixed costs of the utility..

The utilization factor is the peak load expressed

as a percentage cf a system capacity. An electric utility must

have some reserve capacity to meet emergencies and have

9'4
<<,,-.y
|uv ,') .) ' T )



- . -.

( (
.

,

DOCKET NOS. 7 6-64 5-E and 18,3 62 - ORDER NO. 77-PJ1
December 13, 1977
Page Sixty

sufficient capacity to be able to perform schedulcd main-

tenance on electric generating f acilities ar. required. It

is desirable for any utility to have as high a utilization

factor as possible. However, the higher utilization rises,,,

the less reserve capacity there is available.

The fact that the peaks of usage of the respective
f

classes of service do not necessarily coincide with the

annual peak demand and, therefor % do not occur simultaneously

is referred to as the diversity among the classes of services.

The degree of diversity is measured by the diversity factor

which is considered to be the ratio of the sum of the class

peak demands to the system's maximum demand. This factor,

as well as the load and utilization factors, have been

considered by this Commission in this proceeding.,

The cost of supplying electricity to dif ferent

custorsers is a function of many factors and variables. The
'

allocation of those costs anong the different classes of

customers represents a complex task, since many of the total

costs of producing energy are common to all customers. A

procedure frequent'iy used by this Ccmmission in analyzing

utility costs in the context of the review of rate design*

provides for the assignment of the distribution of total

costs among three major categories based on (1) costs that

are a function of the total number of customers, (2) costs

[-) that are a function of the volumes of the service supplied or
,

energy costs, and (3) costs that are a function of the service

capacity of plant and equipment in terms of capability of

carrying hourly or daily peak loads or demand costs.

**
,.

s
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The record in the instant praceeding contains

three separate rate schedules for the Commission's considera-

tion, each of which would generate the same additional revenues
The Company's Application proposed

based on the te=;. 1 ear.

r~
to increase the Company's approved base rates as of the

13,1976, by 13.25%, which would havedate of filing, November

The same additional revenues wouldgenerated $30,269,340.

have been produced by the Company's alternate rate schedules,

submitted on April 15, 1977, in conjunction with the Company's

profiled testimony and exhibits, pursuant to Order No. 77-197,
The proposed rate schedules submitted by the Commissionsuora.

1977, as subsequently aranded, would likewisestaff on June 8, 56

have generated the revenues sought by the Company.

The proposed rate schedules contained in the Company's*

Application amounted to an "across-the-board" increase of
13.25% for retail sales, b'ased on the rates approved in order

No.18,427, supra, derived in the company's last general

ratemaking proceeding, and based on the contemperary cost of

service study used in that case. The Company't alternate rate

schedule was designed on the basis of the 1976 Cost of Service

Study, which was required by the staf f's Information Data

Request No. I, dated January 3,1977 (Tr., Vol. XV, Boylestod
'

The alternate rate schedules reflecte.d dif ferentp. 83).

percentage increases for the various customer classes, but
g. ,

amounted to an overall increase of 13.25% in base rate revenues.s e e

j },
l '" The rate design presented by the Commission staf f

proposed revisions only in certain rate schedules of the

Company (Rate Schedules 8, 14, 20 and 23) . While the revisions
j

56Notice that the three separate rate schedules had
been filed with the Commission was contained in the Notice ofHearing in the instant matter which was duly published and
served on ait parties of record in this proceeding.

- -
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so proposed would have produced the same revenues sought by

the Company, staff witness Harris indicated that the rate

design did not represent an endorsement or acceptance of

the Company's revenue proposals (Tr., Vol. XIX, Harris,

p. 107).
.-

'
The Company's witness Boyleston testified that the

57
l cost of service study was the premise for the Company's

proposed rate changes:

One of our objectives is to make the rates
of return for the individual classes of
customers as nearly the same as the overall
rate of return as practical and to accomplish
this without abrupt changes to individual
customers.

(Tr. , Vol. XV, Boyleston, p. 83).

The company's cost of service reflected the varying deviations
,

in rate of return of each class of service from the overall

rate of return of the Company. The alternate rate schedules

submitted by the Company represented an attempt to readjust

the returns from each class of service to compare more favoranly

with the overall return.

The staff's witness Harris expressed the opinion of

the staff that "an appropriate rate design should reflect, as

closely as possible, the costs of providing electric service

to customers. Additionally, rate design should be used to

conserve energy resources, and to promote economic efficiencies."

(Tr., Vol. XIX, IIstris , p. 108). The rate design proposed by
'

the staff represented an attempt to realize those objectives.

The basic differences between the alternate rates proposed by

the Company and the staff's rate design concerned the

57
Identified and introduced as Hearing Exhibit No. 2,

Tab 25.

. . -
.
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appropriate basic facilities charge for residential customers,
a proposed reduction in the number of rate blocks for
residential customers, and the staff's proposal of the

implementation of a 904 " ratchet" provision for Rate Schedules

.e 20 and 23.

The Commission has considered a spectrum of factors

in its deliberations as to the appropriate allocation of

rates in accordance with our finding of a lawful rate of

return for the Company. Clearly, cost factors play a prominent

role in the identification of the constituent elements of a
fair and reasonable rate design, but cost cannot be used as

the sole determinant. The Commission must also consider the
various types of rate designs, such as the " flat" rate and the

" inverted" rate, in its evaluation of the proposed rate
*

schedules in the record of this proceeding.

The Commission has endeavored to derive equitable,

lawful end reasonable rates of return for each customer class
in comparison with the rate of return earned for each other

customer class, and with the total company rate of return.

The rate design herein approved incorporates features from both

the Company's alternate rate schedule and the staff's pre p sals

in an effcrt to achieve the objectives deemed appropriate and

proper.

The Commission realizes that increases in electrical,.

. . .

[ utility rates may be felt most dramatically by the very low-use

| customer. In attempting to nsure, however, that the rate

structures of our jurisdictional electrical utilities follow,

to the fullest extent poscible, their respective costs of

service, by which each customer class sustains an equitable

\

! #
.
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portion of those costs associated with providing proper service
to that class, it becomes impossible to provide special

relief to a single class of customers through the rate design

without creating serious inequities elsewhere. The Comission's
concern is insuring that all customers bear their proportionate-

share of the costs of electrical service.
The Company has requested an increase in revenues

of $30,269,340, and has submitted proposed rate schedules which

would produce that amount of additional revenue. The Commission

has determined that the Company should be allowed additional

revenues of $21,796,559, rather than the amount requested.

This determination represents a reduction of $8,472,781 in

the amount requested.

The Commission must asr.ime the responsibility for*

the identification of the manner in which the Company's rate

schedules should be redesign *ed to incorporate our findings

herein and reflect the increase approved. The Commission

acknowledges the complexit) of the task. The relevant principles

characterized in this discutsion and the toctimony and exhibits

in the record of this proceeding have been fully considered in

reaching our determination.

' In approving the increases in the various classes

of customers, as illustrated in Table J, infra, the Commission

has reduced the deviation among the rates of return among
,.

p
[[

the classes of customers. The increases appearing in Table

I J will be applied to each class of customer, and the Company

will be required to file appropriate rate schedules for the

approval of the Commission wit hin ten (10) days of the date

.

p.

1
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of this Order to reflect the following increates:

TABLE J

APPROVED INCREASE BY CLASS

CLASS OF SERVICE APPROVED INCREASE,
,

Residential
Regular $ 7,829,925
Space Heating 2,162,643

. $ 9,992,568

General Service
Small General Service I $ 3,183,853
Small Cencral Service II -0-
Small General Service III 1,212,784
Madium General Service 1,509,062
Large General Service I 4,459,918
Large General Service II (DuPont No.2) 447,703

$10,813,320

Street Lighting
,

Street Lighting $ 504,508

Other Public Authority
*

Other Public Authority I $ 140,991
Other Public Authority II (State Line) 345,172

$ 486,163

Total Jurisdictional (Retail Electric) $21,'96,559

The Commission's action herein reflects the disapproval

of the entire requested increase which would have been applicable

to Small General Service II (Rate 12) customers. The record

of this proce.eding reveals that the rate of return attributable
E.W to that class of customers is disprcportionately hiah with

58,

{ respect to the overall rate of return. The Commission further

recognizes that the Company's alternate rate schedule proposed

no increase for Rate 12 customers. (Hearing Exhibit No. 36).

58
See, Hearing Exhibit No. 2, Tab 25; Hearing Exhibit

No. 42, p. H W
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In addition, the Commission has approved the full

requested increase for the Large General Service II (DuPont

No. 2) class of service. The rate of return for this class
of service is disproportionately low when compared to the'

'

Company's overall rate of return. The Commission is of the-

opinion that this class of service should assune a more

equitable share of the costs of service, and, therefore,
the Commission finds reasonable the approval of the full

requested increase. The Commission recognizes that the

approved rate still generates a rate of return lower than
that of the overall Company. We expect the Company to continue

its efforts to align more closely the return from this rate

with that of the overall Company.

After full consideration of the record in this pro-"

reeding, the Commission has adopted and approved herein

specific rate schedules for ' Rates 8 and 14, designed to produce

the increase for that residential class of customers indicated
in Table J, supra. The approved Rate Schedules 8 and 14 are

as follows:

RATE 8

Rate Per Month

Basic. Facilities Charge == ==$4.50
Plus Energy Charge

First 1000 Kwbre at ---$ .03459 por Kyhr.
Excess over 1000 Kwhrs a t ---S . 038 4 4 per Kwhr .

E.,

ELECTRIC SPACE HEATING PROVISION'

g

I- It is further provided that where the Company
has determined that electricity is the sole
means of space heating in the premises, all kwh,
in excess of 1000 kwh, will be billed at S.02487

'
each during the billing months of October
through June.

+*
A / ' r' f
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Rate 14

Rate Per Month

Dasic Facilities Chargo ----------$ 4. 50
Plus Encrgy Charge:

First 10t10 Kwhrs at ---S.03 459 por Kwhr.',
Excess over 1000 Kwhrs at ---S. 03844 per Kwhr.

,

The app c cd Lates 8 and 14 incorporate the basic facility,

charge of 54.5' requested in the Company's alternate rate

schedules rathe than the basic facilities charge of SS.50

proposed by the staff. In addition, the energy charge

differential between the two blocks of the rate design should

have the effect of encouraging the conservation of electrical

energy by placing a premium on usage over 1000 KWII. The

effect of this sate design is to create and approve for Rates

8 and 14 what is generally characterized as an " inverted" rate..

These redesigned Rates 8 and 14 produce a rate of return nearly

identical to the Company's pverall rate of return.

The Commission staff proposed the adoption of a 90%

demand ratchet provision for the Company's Rates 20 and 23

customers (Tr. , Vol. XIX, !!arris, p. 97). The Company's

proposed rate schedules included no provisions for altering
the curr antly approved 80% demand ratchet. Demand ratchet

provisions represent one method whereby the electrical utility
may insure the necessary return o.. .ts investment in capacity

during periods of low usage. The ratchet in Rates 20 and 23

provides the company with a percentage of the fixed charges

on its investment to serve those customers when their registered

peak demand falls measurably below that peak experienced in

the previous eleven months.

The Commission is of the. opinion, and so finds,

that the staff's proposed increase in the demand ratchet

provision to 90%, with an accompanying decrease in the demand

+
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portions of Rates 20 and 23 is not fully supported by the

record in this proceeding, and should, therefore, be disapproved.

The Company will herein be required to file for

approval within ten (10) days of 7.he date of this order revised

# rate schedules for Rates 8 and 14 as specified in this Order.

-- In addition, the Company will be required to file for approval

rate schedules for all other classes of customers and contracts'

59
for customers served by contract, to reflect the approved

increase for each class of customers illustrated in Tablo J,

supra, and using the rate design incorporated in the Company's

alternate rate schedules.

The rate schedules, when filed in compliance with

the terms of this Order and approved by the Commission, shall

be effective for electrical service rendered on and after
'

the company's first billing cycle in January 1973. The rates

in effect pursuant to the Company's Undertaking of November 29,

1976, will therefore remain * in effect until the first billiny

cycle in January 1978.

The rates in effect pursuant to the Company's Under-

taking of November 29, 1976, are to be cancelled on the effec-

tive date of the approval of the rates to be filed in accor-

dance with this Order. The Commission finds that the rate

design of those rates placed in effect pursuant to the Undertaking

are of a reasonable nature for the period of time during which

.the rates were being collected. The Commission, however, finds
,Q

(. that the amount of revenue so collected was unreasonable. There-

fore, the amount to be refunded will be refunded in the same

manner in which they were imposed: M , by the application of

an "across-the-board" reduction, with the exception of Rate 12

59
Sg , Tr., Vol. XV, Boyleston, pp. 111-113.
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class of customers to whom the entire amount so collected will
be refunded and the Large General Service II (DuPont No. 2)

'

class c.3 customers to whom no refunds will be made, in

'' accordu.ce with the Commission's findings herein.

The Company is hereupon directed to refund "across-"

the-bcard" to the appropriate customers, as previously indicated,

subject to the instant ratemaking proceeding, the percentage

difference of the monies that would have been collected under
bond and the amount found horcin to be just and reasonable,

calculated on tha test period on an annualized basis. The

Company shall credit to each affected customer this percentage

of the increase so collected under bond. Interest thereon

shall be paid in accordance with the terms of the Undertaking.
.

The company is further directed to make the appropriate refunds

and to make the necessary calculations to accomplish the

refund operation and file such calculations with the Commission.

XIII.

REVENUE FROM INTERCifANGE POWER

The record of this proceeding reveals that the Company

increased its interchange sales to neighboring electrical

utilities by a considerable amount in the first six months of 1977

with respect to the comparable period during the test perioS.

(Tr., Vol. XVIII, Summer, pp. 5-6). The principal reasons for the

fM increased sales, and associated r9 venues, were the severity of

' the 1976-77 winter weather and concomitant mechanical problems
,

'
on the generating systems of the Company's neighboring utilities

(Tr., Vol. IV, Nichols, pp. 48-50). The Company was able to

$+
,

- _ ._ _.. ,.



DOCKET NOS. 76-645-E and 18,362 - ORDER NO. 77-831
December 13, 1977
Page Seventy

use its reserve capacity to furnish the necessary powc. for
.

the relief of its neighboring utilities. The Commission ctaCf's

witness Hammond was questioned by the Commission Chairman ir

regard to the feasibility of making accounting adjustments to

, reflect the increased energy sales and associated revenues.
F' LLER: The last question isCOMM. J

' did tha company or the accounting
staff take into consideration growth?
We have had a severe winter and a
severe summer, and the company's re-
venues should be cons'4erably higher
than they have been because of in-.

creased sales. Did they take into
consideration that they would have more
growth in this last year?

A. Commissioner Fuller, we have what we call a growth
adjustment which actually brings the number of
customers up to what the year end customers
would have been had they been on there all year
long. That is the only adjustment *we make as
far as customer growth is concerned. Other-
wise, we operate strictly from an hist rical

|
test year.

,

COMM. FULLER: What about the increase
usage of the customers they already have?

A. We made no adjustment for any increase in usage
that they might ha've.

COMM. FULLER: Well, don't you think it
was considerable?

A. Let me see if I understand you. In other words
you are saying they used more electricity during
a certain period of time out of the test period?

COMM. FULLER: Well, the company has sold
more kilowatts than they were selling
because of the weather.

A. Right. We made no adjustment for that.

CCMM. FULLER: You don't have any estimate
$~, of what it would have meant to the companyy

earnings-wise? *

A. Not at this time, no sir.

The Company's consolidated income statement contained

60in its Quarterly Report, issued on June 30, 1977 indicates that

60As incorporated by reference in the record of this
proceeding (Tr., Vol. XXIII, pp. 85-86).

,

,4
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the Company's expense for " purchased power, not" for e.hc first

six months of the test period was $3,400,792. For the same

period in 1977, the company experienced a credit ot? J4,194,561.

-' The dif ference between the 1976 expense and the 1977 ':redit
' - in these two entries represents a figure of $7,595,353, which

the Commission has determined should b'e adjusted to reflect

more accurately the Company's operating experience during the

test period, upon which the Commission must set lawful and

reasonable r-tes. The Commission considers that the most ap-

propriate disposition of the $7,595,353 would be in the form

of a refund to the Company's retail electric cuctemers.

The Commission has determined that the refund should

be calculated by identifying the proper amount to be applied
*

to the Company's retail operations, which should be derived by

calculating the percentage of the Company's total retail sales

during the test period as related to the total Company electric
61

sales. That percentage of 92.65% is applied to tho $7,595,353,

to determine the amount related to the retail operations of
$7,037,095. This last amount will be refunded in an "across-
the-board" percentage determined by the ratio of the $7,037,095

to the total amount collected by the Company pursuant to its

Undertaking of November 29, 1976. The percentage so derived will

be applied to the amount of increased revenue collected under

bond from each customer. Tec refunds so made shall inc1tdei interest at the legal rate of six* percent (6%) per annum.
!

S. C. Code Ann., S 34-31-20 (1976). The company is

hereby directed to make the necessary calculations to accomplish

61
The percentage may be calculated by the following

method: 1004 - (PP.C Wholesale Operating Revenucs * Total Company
Operating Revenues, as adjusted) (See. Hearing Exhibit No. 92,
p. 23, line 1, cols. 4 and 5) .

~
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* this refund and file such calculations with the Commission,

XIV.

USE OF LABOR AND MATERIALS
FOR PRIVATE PURPOSES

Mr. Charles W. Edwar'ds, a former employee of the
# Company, appeared on behalf of the People are Coming,MWRO and

Mr. Roy W. Smith, and offered testimony concerning certain car--

pentry work he had performed at the residences or other private

property of several executive officers or former executive
officers of the Company (Tr. , Vol. XXXII, Edwards , pp. 151-160

Vol. XXXIV, Edwards, pp. lff; Vol. XLIV). Mr. Edwards indicated

that during his employment he performed numerous services at

such property during normal working hours for which he received

his regular compensation from the Company. In addition, Mr.

Edwards contended that he also performed such services during |
*

his off-duty hours for which he was given compensatory time

with pay. In performing such services, Mr. Edwards testified

that many of the materials utilized had been secured from

the Company.

Several witnesses on behalf of the Company described

personal experiences wherein Company employees had performed

labor services at their private residences for which the employees

were paid directly by the individuaS 2nvolved and not reimbursed

from Company funds (Tr., Vol. XLI, Groetzinger, Vol. XLIII,

Summer), or for which a labor supervisor was paid and directed

to distribute the wages to the laborers involved (Tr. , Vols. XXXIX,

hj XL, Crews). The Company's witness'Groetzinger described the
tt
k* Company's policies and accounting practices with respect to such

labor by Company employees (Tr. , Vol. XLI, Groetzinger) .

On August 23, 1977, subsequent to the close of the

hearings in this proceeding, the Commission directed the staff

to undertake an investigation of the circumstances surrounding

the alleged servicer performed on the private residence of

' '1 / / , q. p
'
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The
Mr. E. H. Crews, a Vice President of the Company.

work involved was the construction of the home of Mr. Crews,

which occurred in the 1964-65 period. The staff was to

request the cooperation of the Company and of Mr. Edwards#

The staff was instructed to submit ain its analysis.,-
report of the nature and results of its investigation in

order to assist the Commission in its evaluation of the matter.
the Commission staff filedOn December 1, 1977,

and served on all parties of record, its Report as dirccted
The basic conclusions contained in theby the Commission.

Staff Report indicated that Mr. Crews actually paid for
labor and materials sufficient to substantiate the appraised

further, a Mr. T. D. Smith,value of his residences that,
since deceased, received various checks for the labor costs'

incurred in the construction of the residence, the disposition
further, the Company' t. of which cannot be verified; that,'

for the period at issue, Mr.
payroll records indicate that,
Edwards was employed only on Company-related jobs and only

The staff also concluded that there waspaid for such jobs.
no empirical data to suggest that the Company's records are

62 The Report further acknowledged an inherentnot accurate.
limitation in the staff's investigation because of the failure
of Mr. Edwards to participate in the investigation conducted

.
by the staff.

g. .

"a
62See, Report of Commission staff, at p. 8.

b
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The Commission recognizes that the events described

by Mr. Edwards occutred during the period from the fall of
1964 through the spring of 1971. Thoroforc, the matters with
which Mr. Edwards was involved took place well before the

( test period in this proceeding, and, consequently, beyond

the scope of this rato case. Trere is no indication that
any alleged irregularities actually occurred during the test

year.

Nonetheless, the Commission must insure that the

Company takes such measures to provent the implementation or

,' continuation of any policy or practice whereby Company employees'

/ or materials may be improperly used for private purposes.
,'

Any such impropriety would impair the integrity of the Company
.

and could operato to the detriment of the Company's ratepayers.

In this regard, the Commission herein adopts the

recommendation made by the Commission staff in its Report.

We, therefore, order the Company to take affirmative steps to

irsure that all labor performed by Company employees during

regularly scheduled working hours be undertaken for Company

business only. This Commission will not condone or tolerate

any praciice which permits Company employees to be used for

private labor during regular working hours even though reim-
burse nent is made to the Company.

T XV.
.

CONSTRUCTION OF V. C. SUMMER
NUCLEAR STATION

,

The record of this proceeding contains considerable

testimony relative to the policies and pract aas of the Companyi

in the construction of the Summer Unit. (Tr., Vol. XXXIV,

i. ,
-. . .
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Whisennant Vol. XXXV, Lincoln; Vol. XXXVII, Davis; Vol.

XXXVIII, IIarrington; Vol. XXy'X, Fowler; Vols. XXXIX and

XL, Crews; Vol. XLI, Dobson: Vol. XLI, Pringlo; Vol. XLIIf,

,, McCall) . The general nature of the testimony roflected

assertions of inefficient operations in the consttuction pro-
cess made by former employees of the construction firm

63
engaged in the project, and the denial of the existence

,

of a..y unusual inefficient conp ruction practices with expla-p

nations of the control procedures to insure cfficient pra -
rio

tices offered by witnesses on behalf of the Company.

The actual construction of tho Summer Unit is r 7 Corned
by Daniel construction Company (" Daniel") , with whom the

Company has a " cost plus fixed fee" contractual arranaement

for the construc*.lon project. According to the Company's,

witnesses, Daniel's profit on the construction project is
limited to the fixed fee which encourages the primo contractor

to complete the project as expeditiously and officiently
as possible. The Company exercisca supervisory contt'o1 our r

the construction operations through the activities of on-s15=

Company personnel and established monitoring programs.

The allegations of inefficient operations at the
Summer Unit construction site included descriptions of tid
f abrication of personal items during working hours .and wit 5

material owned by the Company or by Danio1; claims of the

h presence of an excessive number of construction personnel;
e
|s 63

Soo, Testimony of witnesses Whisonnant, Lincoln,Harrington aliTFowler.
64

Sy , Testimony of witnesses Davis, Crews, Dobson,
Pringle and McCall.

"
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the practice of the " hiding-out" of idle employees to avoid

the appearance of inefficient labor practicos; the recruitment

and hiring of inexperienced and unqualified personnel and

,, descriptions of related over-compensation and the existence
of safety hazards; and a lack of coordination among the

principal construction departments and trades.

The Company s witnesses acknowledged the fact that

a certain amount of irregularities of the type described is

inherent in a construction project of the magnitude of

the Summer Unit. However, the testimony of the Company's

witnesses Crews, Dobson and Pringle would indicate that the

inefficient practices are not as widespread as alleged.

Nevertheless, the company's witness Crews, who exercise.s the

overall responsibility for the construction of the project
,

indicated that the Company does not condone such practices and

makes every reasonable effort to eliminate them (Tr. , Vol. XL,

Crews, p. 20).

The Commission is cognizant of the escalation in

construction costs which have affected the construction of

the Summer Unit, including labor costs, price increases for

materials, and unanticipated design and engineering costa

prompted by regulatory agencies (Tr. , Vol. I, Williams, pp.- 49-52:

Vol. xvii, Summer, pp. 118-119). The evidence in the record

before us demonstrates that the increased costs for the

h construction of the Summer Unit are attributable to the inter-

action of these economic factors rather than due to definite;

construction irregularitics or inefficient practices.

l.

Iu ) suds
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The Commission finds the expenditurcs of the

Company for the construction of the Summer Unit to be
65

reasonable to the present. Farthermore, the Commission

- considers the projected installed costs of $706 per KW to be
o

a reasonable figu m for a project of this size and complexity.

(Tr. , Vol. I, Williams, p. 51; Vol. XLIII, McCall) . The

Commission will, however, maintain a careful scrutiny of

the construction policies of the Company and of the costs of

the Summer Unit prior to its commercial operation, proposed

for May 1980. In future ratemaking proceedings, the Commissio ,

will consider thoroughly any further increases in the

construction costs of the Summer Unit, and, if it so determines,

will make the appropriate and necessary adjustments to the

*

overall costs of the project which should be allowed for

ratemaking purposes.

The Commission notes that the PSA, the Company's

joint owner in the Summer Unit, maintaics a constant review

of the construction operations and related construction costs

for the Summer Unit. Such review includes regular engineering

reports and audits of the construction practices and schedules

of the remaining site work. During the course of the hearing

in this proceeding, the Board of Directcrs authorized the '

conduct of a special, independent audit of the financial and

expense aspects of the Summer Unit in regard to the PSA's

participation.

65
S e, Section III, supra.

i

f
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The Commission is of the opinion, and so finds,

that the programs undertaken by the Company and the PSA,

and the review by the Commission staff, aro mutually compli-
'montary and sufficiont at present to assuro the Comission-

and the Company's ratopayors that the construction costs-

'

of the Summer Unit are neither unreasonablo nor excensive.
3

The Commission fully expoots the company and the contractori

to amploy all roanonable measuroa to insure that the

costs incurred in the construction of the Summer Unit are
the lowest possible, consistent with the accepted standards

of engineeries practico and the required health and safoty
provisiens.

XVI., ,

ENEROY SUDSIDIARY, INC.

In its Momorandum of August 27, 1974, addrossed to

all jurisdictional utility and transportation companies, the
Comission stated:

We anticipato no utility will request
any now, or considor any expansion of
prosent subsidiarios that would nocessitata
a need for capital. Any such move today
will be doniod by the Commission.

In response to the Commission's Memorandum, the company's

President (currently the Chairman of the Company's Board of

Directors and Chief Executivo Officer), Arthur M. Williams,
8' indicated the company's intentions,with rospect to the futura
1

9.I of the Company's wholly-owned real ostato development subsidiary,
Enorgy subsidiary, Inc. Ina[etterofSeptember 12, 1974,
Mr. Williams described the intontied of the Company to reduce

the real estate holdings of Energy Subsidiary in.an orderly

mannor and to offect the dissolution of the corporation (Tr.,

,
,

11:7 c ,' 7
iuJ/ U U 4.
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Vol. II, Williams, pp. 10-11). In this proceeding,.the

Company's witness Williams reiterated the Company's inton-

tion "to liquidate it (Energy Subsidiary, Inc.] as orderly

, and as fast as possible." (Tr., Vol. II, Williams, p. 12).,

The Company's witness, John W. Ituggins, Vice

President and General Manager of Energy Subsidiary, Inc.,

described the operations of Energy Subsidiary in regard to

the acquisition, development and sale of real estate (Tr.,

Vol. XXXII, iluggins, pp. 36-148) .

The Company has indicated that Energy Subsidiary

"is actively attempting to dispose of properties in an

orderly and profitable manner ... and plans to continue to
66

do so in the future." While the Commission does not take th,e
position that the Company should require its wholly-owned.

subsidiary to liquidate its property unprofitably, the

Commission does strongly urge the Company to take positive

steps to dispose of the real estate held by Energy Subsidiary

and dissolve the corperat*on in accordance witL the expressed
intentions of the Company and the spirit of the Commission's

Memorandum of August 24, 1974.

In the meantime, the Commission will require the Com-

pany to submit semi-annual reports on ti- trogress made in

the divestment of the real property and the subsequent
corporate dissolution.

.. ' 66
f- Sco, I! caring Exhibit No. 2, Tab 40, p. 9.
b;

,
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XVII.

MISCELLANCOUS ISSUES

The Company's witness Summer indicated that the

upper reservoir associated with t.he Fairfield Pamped Storage

project will be utilized for cooling purposes in the operation

of the summer Unit (Tr., Vol. XVIII. Summer, pp. 25-26). The

Commission staf f indicated tnat since the upper reservoir

comprises an integral part of the operation of the Summne

Unit, the costs of the reservoir should be appropriately

allocated between the two projects. Consequently, at the

completion of the Fairff. eld project, the proper amount should

be allocated to the Summer Unit, with the appropriate share

of the allocable expenses charged to the PSA. (Hearing

Exhibit No. 42, p. 111).

The Commission concurs in this view expressed by

/thestaffand
, at the appr,opriate time, the Commission will

require that a proper deternination of the allocation be made.

Another issue was raised by the witnesses for the
'

intervenors, Holly , rill and Gifford-Hill, who indicated

several advantages which would result to the Company as well as
' to the intervonors should the intervenors be permitted to

receive electrical service from the PSA (Tr., XIX, Colvin,

op. 8-38; Vol. XXIII, Thompson, pp. 46-47; Vol. XXVII, Boyle,
. pp. 61-62). As the Commission indicated at the commencement

of this proceeding, the matter of territorial assignment isa

not relevant to the issues in this proceeding (Tr., Vol. I,,

''%
p. 11). Therefore, the Commission makes no determination of

67
such matters herein.

67
See, S. C. Code Ann., S 58-27-660 (1976).

i n / ~7
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XVIII.

FINDINGS AND CONCLUSIONS

Based upon the foregoing considerations and after

a full review of the testimony and exhibits presented in this
the intervenors and the staff,proceeding by the Company,

tne Commission has made the following findings and raached the

following conclusions concerning the c,perations, the

rate of return and the reasonable requirements for carnings

to be allowed the company:

1. That South Carolina Electric & Gas Company is an

both re all andelectric utility, providing electric service,
wholesale, in a service area within South Carolina, and is

subject to the jurisdiction of this Cys.aission, pursuant
to S. C. Code Ann., S 58-27-10 et seg. (1976);

.

2. That the Company's present construction budgec -

for the next five years proposes expenditures of F6 1,675,000;

that the Company's ten-year construction budgs .oposes

expenditures of $1,184,225,000; that the construction of

***E generating capability should be planned and designed at the
minimum to meet annual peak loads; that based on the peak load

forecasts entered in the record of this proceeding, the

SII[7 Company's present plans fer construction of generating facili-

I ties are sufficient to meet the projected needs of its
customcrs, which tae Commission finds reasonable

g

3. That the appropriate test periou for theI.
;

^ purposes of this proceeding is the twelve-monta period ending!

December 31, 1976;

That the Company is seeking an increase in4.

its rates and charges to its retail customers, in Docket
No. 76-645-E, that will produce additional revenues

s

e

D { M
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the test period of $30,269,340;o

5. That a year-end, original cost, retail electric

rate base of $865,401,449, consisting of the components set

forth in Secti in V of this Order, as adjusted in Table B,
should be adopted:

6. That the capital structure, as adjusted, set
forth in Table D of Section VI, should be approved:

7. That the embedded cost of long term debt, as

of May 31, 1977, is set forth in Table E; that the Company's
debt coverage ratio of earnings to fixco charges is set forth
in Table F; that the Company's embedded cost of preferred

stock, as of May 31, 1977, is set forth in Table G;
8. That the evidence provided a range for rate

of return on common equity between 11.4% and 14.5%: that a
.

fair and proper return on common equity for the Company falls

within the range of 12.5% to 13.0%, and that the rate of return

of 13.0% on common equity, produced by the additional revenues

of $21,796,PS9, as approved, is fair and reasonable:
9. That the Company's embedded cost rate for debt

of 7.60% and the Company's embedded cost rate for preferred

stock of 7.91% and a cost rate of 13.0% on common equity should

be used in the determination of a fair overall rate of return:
10. That the accounting and pro forms adjustments

set forth in Section IX are reasonable and proper and should
f be adopted;,

i

11. That the rate of return on the Company's retail
a electric operations, during the tes: period, after accounting

and pro forma adjustments, and prior to any rate adjustment
was 8.09%;

,

. - ,, , -

|v iI bd)
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12. That the total income for return allocated to
,

retail electric operations, after accounting and pro forma

adjustments and prior to rate adjustments, was $70,028,884

for the test period; and that such atount of income is in-

sufficient based on the reasonable rate of return found in this
#
proceeding

13. That approval should be given for rates which

will provide additional gross revenues to the Company of

$21,796,559, on ts electric operations, which will produce

an additional net income after taxes for return of $10,602,805;

14. That the -dditional revenues allowa3 would

produce a rate of return on approved rate base of 9.33% on

retail electric operations, which is found to be fair and

reasonable;

15. That such additional revenues and the return

which these revenues produce are well within the range of

reasonableness a..d fairness, and must be provided if the Company

is to meet all of its customer requirements;a

16. That the additional revenues would provide a

rate of return on common equity allocated to retail electric

operations of 13.0%;

17. That the base rate in the Company's Automatic

Fuel Rate Adjustment clause should be increased to 11 mills

per KWH; that the revision to the language of Section C of the

Comoany's AFRA clause, as proposed by the staff, should be

b approved;

!. 18. That the Company's' fuel purchasing and related

accounting practice 0 were in compliance with the terms and

conditions established by thi Commission's Order No. 19,002,

as reaffirmed by Order No. "F7-41, under Docket No. 18,362:

_l u v / UU/
_
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19. Thst the semi-annual hearings established b';.

Order No. 19,002, f or the svic*i of the Company's fuel pur-

chasing practices by t.hr- comminsion and the general public
should be continued;

20. That the rare r<chedules filed for approval by
the Company on November 12, 1976, and on April 15, 1977, which

produce additional revenues of $30,269,340, are unlawful and

unreasonable, and should be denied;

21. That the Company shall file for approval within
ten (10) days of tS 9 date of this Order, revised rate schedules

for Rates 8 and 14 as specifted in Section XII; that the Company
shall file for approval rate schedules for all other classes

of customern and contracts for customers served by r ontract,

to reficct the approved increase for each class of customers,
as illustrated in Table J, Section XII, and using the rato
design incorporated in the Company's alternate rate schedules;

22. That the rates approved herein shall be effective
} for electrical service rendered on and after the Company's

first billing cycle in January 1978; that the rates in effect
pursuant to the Company's Undertaking of November 29, 1976,

shall remain in ef fect until the first billing cy.:le in
January 1978;

23. That the Company shall make ref unds "across-the-

Loard"to all customers, subject to this rate adj.astment pro-
cceding, of the percentage difference of the monies that

would have been collected under bond, and the c. mount found to
.

be just and reasonable, calculated on the test year on an

annualized basis; that the Company shall credit to each affected

customer ti.is perecntage of the increase collected under bond;
that the Company chall pay interest in accordance with the

undertaking dated Novmeber 29, 197C; that the Cc npany shall make

the necessary calculations to accomplish the refunds and file

0

9 _ a w_w
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such calculations with this Commission:
.

24. That the Co"many shall ref und to its retail

electric customers the amount of $7,037,095, resulting from

the interchange of power during the first six months of 1977;

that such refunds shall be made in accordance with the pro-

visions of Section XIII of this Order;
-

25. That the evidence in this proccoding discloses

no improper use of Company employees or malerials for private

purposes during the test period; that the Company should be

or<tered to take affirmative steps to insure that all labor

performed by its employees during scheduled working hours be

undertaken for Company business only:

2C. That the costs incurred by the Company, and the

expenditures made, for the construction of the V. C. Summer

Nuclear Station are reasonable and should be allowed for rate-

making purposes in this proceeding;

27. That the Company should be strongly urged to take

j positive steps to dispose of the real estate h by Energy

Subsidiary and to dissolve the subsidiary as rapidly as possible;

that the Company file semi-annual reports of the progress made

in the disposition of the property and suasequent dissolution

of the subsiliary; that such reports shall be submitted on or

before January 1 and July 1 of each successive year, beginning

January 1, 1978.

28. That the Company should continue to file with

f this Commission, as previon e, ordered, quarterly reports showings
f

(a) Rate of Return on Approved Rate Base.
,

(b) Return on Common Equity Gllocated to Retail
Electric and Gas).

(c) Earnings per share of Common Stock.

(d) Debt Coverage Ratio of Earnings to Fixed Charges.

8+
iv0I V'U/

. - - - - an,---.- n.. n~ n,_w-vm.m., r.y.cy me,;w,.mm,.gm m.,-.,: ,-mgy mm

- . . - - . . ~ , _ _ _ _ , _



i

DOCKET 305. 7 n -t$-s* a nd 13. h 2 - 01tDER t30. 77-831
December 13, 1977*

Page Eighty-Six

ACCOttDINGLY , IT IS OttDERED, ADJtJDGED AND DECREED:

1. That the propO3.cd rate schedules filed by the

Company on November 12, 1976, and April 15, 1977, are unreasonable

and improper and are hereby denied.

2. That th; Company file with the Commission for

approval, within ten (101 days of the dato of this Order, rate
rh
| Pj schedules, contracts, and an Automatic Fuel Rate Adjustment '

clause in accordar with the findings contained herein.

3. That the Company make both refunds to its retail

electric customers in accordance with the findings contained

heruin.
e

4. That the Undertaking, dated November 29, 1976,

be cancelled upon certificaticn to the Commission that the

refunds ordered herein have been accomplished, pursuant to
3

the findings herein.

5. That the semi-annual hearings, astablished b, *

Order No. 19,002, dated February 4, 1976, be continued.

6. That the Company file semi-annual reports of

the progress of the disposition of the property of Energy

Subsidiary, Inc., in accordance with the findings herein.

7. That the Ccmpany continue to file with thin Com-

mission quarterly reports, showing:

(a) Rate of Return on Approved Rate Base.

(b) Return on Common Equity (Allocated to Retail
Electric and Gas).

P

(c) Earnings per share on Common Stock.g

(d) Debt Coverage Ratio of Earnings to Fixed
Charges.

'
8. That the Commission continues jurisdiction of

this Docket until further r.Jtice.
.

DY OrtDER OF T!!E COMf1ISSION:

s/ Fred A. Fuller, Jr.
Chairman

ATTEST: a

s/ James 11. Still h
Executive Director

(BEAL)

-, ,
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DIRECT TESTIMONYg
OSCAR S. WOOTEN

SOUTH CAROLINA ELECTRIC & GAS COMPAN(

1 Q. PLEASE STATE YOUR NAME AND ADDRESS.

2 A. Oscar S. Wooten, 328 Main Street, Columbia, South Carolin6.

3 Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

4 A. I am Executiva Vice President-Finance, of South Carolina Elec-

5 tric & Gas Company.

6 Q. MR. WOOTEN, PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND

7 EXPERIENCE.

8 A. I am a graduate of the University of Richmond in Richmond, Virginia

9 holding a degree in Accounting, and I am also a Certified Public

10 Accountant. I have practiced public accounting and was employed

11 by the Atomic Energy Commission at the Savannah River Plant as an

12 audit supervisor for approximately four years. I have been employed

13 by South Carolina Electric & Gas Company since .954 and held various

14 positions in the Company's Accounting Departmrat before assuming my

15 present position.

16 Q. PLEAS: DESCRIBE YOUR DUTIES AS EXECUTIVE VICE PRESIDENT-FINANCE, OF

17 SOUTH CAROLINA ELECTRIC & GAS COMPANY.

1 A. I am directly responsible for the Company's Secretarial, Treasury,

19 Accounting and Data Processing Departments, including preparation

20 of budgets and forecasts and all financial statements issued by the

21 Company. I have the primary function of raising funds and advising

22 the Company's management on its present financial position and prob-

23 lems with respect to finance. In addition, I am responsible for

24 developing and maintaining the Company's investor relations program

1- 7 p ,i |
.
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1 with the financial community.

2 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?

My testimony, as chief financial officer, will deal with our Company's3 A.

4 urgent need for adequate rate relief. I consider the relief to be

.

essential if South Carolina Electric & Ga!. Company is to continue to

6 operate. It should be noted that the sta'1dard of living of our custo-

7 mers, as well as other citizens of this state can only decline if our

8 Company is no 1 iger able to provide reliable utility service as a

9 result of not being allowed to charr,a adequate prices for our services.

10 In addition, I will illustrate by my testimony tue Company's present

11 financial condition and the resulting effect of this rate increase.

12 Because of inflationary pressures on all costs of operations, our

13 Company has been unable to earn the return previously allowed as

14 reasonable by this Commission. The fact that an histcrical test

15 period employing previously incurred costs is used in the ratemaking

16 proceedings makes it virtually impossible in times of inflation

17 for the Company to earn its allowed return. It is possible to adjust

18 for the ef fects of inflation through the use of an attrition allowance,

19 or by projecting income and expenses with a forward test year. How-

20 ever, without the use nf such adjustments it becomes even more impera-

21 tive that a sufficient rate of return on equity be allowed. The

22 following tabulation shows historical earnings of SCE&G from 1968 -

23 1979.

24

25

26
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1 12 Months Earnings per Period End
Ending Average Common Share Return on Equity

2

3 March 31, 1979 $2.00 10.70%

4 Dec. 31, 1978 $2.26 12.02%

5 Dec. 31, 1977 $2.22 12.12%

6 Dec. 31, 1976 $1.97 11.36%

7 Dec. 31, 1975 $2.09 11.86%

8 De'. 31, 1974 $1.47 7.57%

9 Dec. 31, 1973 $1.75 9.89%

10 Dec. 31, 1972 $1.98 10.46%

11 Dec. 31, 1971 $1.72 10.29%

12 Dec. 31, 1970 $2.00 12.85%

13 Dec. 31, 1969 $1.91 13.55%

14 Dec. 31, 1968 $1.78 14.38%

15 As a result of the effects of inflation on our Company, our earn-

16 ings and our (overage ratios, which are the two main determinants of

17 financial stability, have seriously deteriorated. For the twelve

18 months ending June 30, earnings per average common share had declined

19 to $1.78; and period end return on equity had fallen to 9.30%. Without

20 rate relief this downward trend will continue to the point that we will

21 be unable to attract, on reasonable terms, the capital necessary to

22 complete our present construction program, or to commence new ones.

23 Also, maturing securities need to be redeemed at the lowest possible

24 cost in order to allow the cost of service in the future to be as low

25 as possible. Our customers will suffer if the continued economic

26 development of our service area is jeopardized. If we receive the
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1 rates requested, our customers will benefit by continuing to have

2 access to a reliable source of electricity and gas. In addition, the

3 new jobs created through the expansion of existing industrial plants

4 and the construction of new ones - a situation only possible when

5 industry is confident that its source of electricity and g3s is reli-

6 able - will enhanca the economic well-being of our customers and other

7 citizens of this state. As a result of the financial condition to

8 which the Company will return if the proposed rates are implemented,

9 our customers will not only enjoy reliable service, but also the

10 Denefits of paying rates based on lower costs for capital than would

11 have been charged if our financial condition were to continue to

12 weaken.

13 Q. MR. WOOTEN, HOW CAN A COMPANY, BY SEEKING HIGHER RATES, BE ABLE

14 TO PROVIDE BETTER SERVICE TO ITS CUSTOMERS AT A LOWER COST?

15 A. Better service means being able to provide reliable service. We

16 must be able to build the plants necessary to sctisfy the growing

17 needs of our growing customer base. To be able to build the

18 plants, we must be able to attract capital. To attract capital

19 we must demonstrate a satisfactory degree of financial integrity.

20 Better service means being able to provide electricity at the

21 most reasonable cost to the consumer. To do so we must be able to

22 obtain the raw materials necessary to provide electricity and gas at

23 the most reasonable cost, and then to convert the raw materials into

24 electricity and gas in an efficient manner. One of the basic raw

25 materials is capital. Capital is the savings accumulated by inves-

26 tors. To attract capital at a reasonable cost, thereby benefiting
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1 our customers, we must demonstrate a satisfactory degree of finan-

2 cial integrity.

3 Q. WHAT ARE THE CHARACTERISTICS OF A C0hPANY POSSESSING A SATISFAC-

4 TORY DEGREE OF FINANCIAL INTEGRITY?

5 A. The company should:

6 1) have a demonstrated ability to sell common stock at a

7 price that will yield p;oceeds to the company at or

8 above book value;

19 2) have a high bond rating (A or better); and

10 3) have the demonstrated ability to generate at least 50% of the

11 cash requirements of its construction program internally.

12 Now I shall discuss each of thest -haracteristics in detail. Selling

13 comon stock at a price above book value is important because to do

14 otherwise reduces a portion of the e:.isting shareholder's share of

15 ownership. In addition, more shares must be sold to raise a given

16 amount of equity capital than would have been necessary at a price

17 equal to book value. As a result, the sale of comon below book has a

18 negative impact on the potential return to the investor, since the

19 growth rate of the company's earnings and dividends are dampened.

20 Ecrnings are important because dividends are paid out of earnings.

21 Under stabic interest rate and risk conditions, comon share market

22 price will generally track the rate of growth of dividends. For this

23 reason, factors which negatively influence earnings and dividend

24 growth, such as selling comon below book, cause the comon stock to

25 become less attractive to the investor. When the stock becomes less

26 attractive, the market price is depressed, increasing further the
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1 cost of equity and debt financing to the company, resulting in higher

2 costs to the consumer.

3 A high bond rating has become increasingly important to utilities.

4 Considering the effect of bond ratings on the cost of debt, it is

5 well known that the higher rated, or lower risk, debt issue can be

6 sold at a lower cost to +he company. The same holds true for pre-

7 ferred stock and ccmmon equity. Concerning the effect bond ratings

8 have on the availability of capital, the Employment Retirement

9 Income Security Act of 1974 (ERISA) has caused investors to be-

10 come more risk-averse, in that fiduciaries were made personally

11 liable for any loss resulting from a breach of their fiduciary

12 responsibilities. Consequently, investment managers have a per-

13 sonal incentive to buy bonds and stocks of high quality. Further-

14 more, in times of capital shortage, such as in 1974, and aven in

15 recent months, the terms of securities issued by companies with

16 unsatisfactory financial integrity can only be marketed to the

17 public with adverse sinking fund requirements, non-callable fea-

18 tures, shorter than normal matuiities, and similar constraints

19 on the financial flexibility of the issuii g utility.

20 A utility, in order to possess satisfactory financial integrity

21 should be able to generate sufficient cash to supply 50% of its cash

22 construction require ents. The utility business is capital intensive.

23 That fact, coupled with its size, explains why the utility business

24 accounted for one half of all common stock offerings during the past

25 five years. The supply of new comon shares issued by utilities is

26 therefore large, but the industry is faced with a declining market
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1 for those issues. Institutional in vestors have largely desert-

2 ed the utility equity market, and the individual investor appears
A

3 also becoming more selective with regard to risks and return.

4 diminished demand for utility common stock raises the qucstion:

5 "will there be sufficierit capital made available to a utility in

6 the future to satisfy the capital requirements of its construction

7 program?" Due to this concern, prudence dictates that the manage-

8 ment of a soundly run utility not rely on external sources for

9 more than half of its construction requirements.

10 Q. WHAT WAS SCE&G'S FINANCIAL POSITION AT MARCH 31, 19797

11 A. Considering the elements of financial integrit just discussed,

12 our financial position is weakening.

13 First, concerning our ability to sell common stock at a price that

14 will yield proceeds in excess of book value, the following chart

15 demonstrates our experience since 1973.

16

17

18

19

20

21

22

23

24

25

26
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1 PUBLIC 0FFERINGS OF COMMON STOCK SINCE 1973

2 Date of Net Proceeds Percentage
PL51ic Number of to Company Book Value Over or Under

, er Share per Share Book Value3 Offt.*ing Shares p

4 12-12-74 2,360,000 $ 9.405 $17.405 -46.0%

5 7-10-75 1,500,000 $14.955 $16.281 - 8.1%

6 2-3-76 1,700,000 $17.285 $16.619 + 4.0%

7 2-17-77 2,200,000 $18.200 $16.841 + 8.1%

8 2-1-78 1,500,000 $17.710 $17.837 - .7%

9 4-18-79 1,000,000 $16.355 $18.499 -11.6%

10 As a result of our inability to consistently sell equity at a price

11 which yielded proceeds at or above book value, in order to obtain

12 the $186 million in new equity raised since 1973, it has been nec-

13 essary to issue in excess of 1.3 million more shares than would

14 have been issued had we consistently sold comon at a price which

15 would have produced net proceeds equal to book value.

16 PROCEEDS FROM THE SALE OF COMMON STOCK SINCE 1973

(A) (B) (C) (B) + (C)7 (D) (A)-(D)=(E)
17 # of Shares that

Number of Net Proceeds Average would have been Additional
16 Year Shares Issued to Company Book Value Issued at Bk/Value Shares Issued

19 1974 2,489,422 $23,869,108 $17.382 1,373,208 1,116,214

20 1975 1,669,602 24,782,592 16.458 1,505,808 163,794

21 1976 1,928,831 33,281,418 16.862 1,973,753 (44.922)

22 1977 2,524,439 46,177,158 17.436 2,648,380 (123,941)

23 1978 2,081,253 36,913,379 18.188 2,029,546 51,713

24 1979* 1,318,428 21,607,128 18.313 1,179,879 138,549

25 Totals 12,011,981 $186,630,783 10,710,574 1,301,407

26 *through 6-30-79
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1 At our current annJal dividend rate of $1.68 per share, the annual

2 dividend requirements for those 1,301,407 shares of stock which

3 were sold only because we were unable to sell at a price to yield

4 net proceeds at Look value will total nearly $2.2 million in 1979.

5 This, converted to charges to customers before taxes amounts to

5 between four ar.d five million dollars annually.

7 Secocd, our present bond rating, single A, is third in line, behind

S triple A and double A, for investors seeking quality. Our current

9 bond rating is the lowest rating for investment grade securities in

10 that many institutiona! investors and individual investors, either

11 because of legal limitations or as policy matters, will not pur-

12 chase a bond with a rating below single A.

13 Third, we have been unable to generate half our cash construction

14 requirements internally.

15 PERCENTAGE OF CONSTRUCTION EXPENDITURES GENERATED INTERNALLt
(A) (B) (C)

Cash Flow (B) + (A)16 Year Construction Expenditures-
(000)(000)

17
1978 $119,930 545,392 37.8%

18 1977 164,254 44,765 27.3%
1976 179,391 38,055 21.2%

19 1975 128,301 40,817 31.8%
1974 96,142 28,325 29.5%

20 1973 57,973 23,652 40.8%
1972 88,252 22,285 25 3%

21 1971 78,872 19,690 25.0%
1970 88,854 17,528 19.7%

22 1969 82,643 17,554 21.2%
1968 44,018 17,356 39.4%

23

24 Our cash flow has suffered from the inclusion of a ncn-cash credit

25 to earnings, allowance for funds used during construction (AFUDC),

26 in the return on common equity. In fact, the mafority of our re-

.g.
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1 ported earnings in recent years has been "non-cash." Since 1972, as

2 the following chart will demonstrate, the cash portion of our earnings

3 has not been sufficient to cover our dividends to our common shareholder.

4 PERCENTAGE OF DIVIDENDS COVERED BY CASH EARNINGS
(A) (B) (A)-(B)=(C) (B t(A)=(D) (E) (C)+(E)=(F)f

5 AFUDC Cash % of EP5 Cash Div. % Cash Div.
Year EPS Portion EPS Non-Cash Paid Cov. by Cash EPS

6
-

7 1979* $2.00 $1.28 $ .72 64% $1.62 44%

8 1978 $2.26 $1.32 $ .94 58% $1.605 59%

9 1977 $2.22 $1.23 $ .99 55% $1.55 64%

10 1976 $1.97 $1.04 $ .93 53% $1.51 62%

11 1975 12.09 $ .64 $1.45 31% $1.48 98%

12 1974 $1.47 $ .35 $1.12 24% $1.4675 76%

13 1973 $1.75 $ .54 $1.21 31% $1.4175 85%

14 1972 41.98 $ .58 $1.40 29% $1.3675 102%

15 1971 $1.72 $ .57 $1.15 33% $1.3125 88%

16 1970 $2.00 $ .67 $1.33 34% $1.2425 107%

17 1969 $1.91 $ .39 $1.52 20% $1.1725 130%

18 1968 $1.78 $ .13 $1.65 7% $1.1025 150%

19 * Twelve months ending 3-31-79

20 The return on equity we have been allowed to earn is calculated

21 after including the non-cash credit, AFUDC. As a result, our re-

22 ported earnings do not include sufficient cash earnings, and we

23 have had to resort to other sources for our cash dividend payments.

24 Those sources of cash have been depreciation and deferred taxes.

25 It may be necessary for any company, from time to time, to pay

26 cash dividends out of these sources. However, to do so on a
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1 consistent basis, as we have been forced to do for seven of the

2 last eight years, is not indicative of a healthy fina'icial situ-

3 ation. Depreciation exists to provide for the replacement of

4 obsolete equipment. Deferred taxes exist primarily because of

5 the federal government's desire to boost productivity by encour-

6 aging investment in new plant and equipment.

7 Q. WHAT WAS SCE&G'S CAPITAL STRUCTURE AT MARCH 31, 19797
_

A. Amount Capitalization Total As Capitalization
8 Per Books Ratios Adjustments Adjusted Ratios

9 Long. Term Debt $651,625.605 51.60% $35,000,000 (3) $686,625.605 53.79%

10 Short-Term Debt 52,269,2 o 4.14 (37,516,000)(4) 14,753,300 1.15

1 '1,000 12.0611 Preferred Stock 153,951,000 12.19 -

12 Comon Equity 404,948,221 (1) 32.07 16,275,000 (5) Ah ,223,221 33.0G

13 Total 11,262,794,126 100.001 13,759,rJO $1,276,553,126 100.00%

14 (1) Common Equity 418,027,578

15 Investment in Subsidiary 13,079,357 (2)
16 404,948,221

17 (2) Cost at March 31, 1979.

18 (3) $35,000,000 bond issue at April 1, 1979.

19 (4) Reduction to Dank notes and commercial paper through April, 1979.

20 (5) 1,000,000 shares common C ock April 7, 1979.

21 Q. IS THIS A REASONABLE CAPITAL STRUCTURE 7

22 A. Certainly not by current industry standards. Since 1974, the electric

23 utility industry has moved in the direction of a capital structure

24 which relies less on debt and more on equity. We have also moved in

25 this direction, but our capital structure still contains a smaller

26 proportionate cusn'' ion of equity for the senior security holder than does
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1 that of the average utility.

2 CAPITALIZATION RATIOS

3 December 31, 1978

4 Weighted
Industry *

5 Average SCE&G

6 Debt ** 51.5% 55.2%

7 Preferred Stock 12.2% 12.2%

8 Common Stock 36.3% 32.6%
Total TDiT~0% TVD U%

9

10 * 75 major electric utilities

11 ** includes short-term debt and current portion of long-terrr debt,

12 and nuclear fuel trusts

13 Many industry observers feel that 40% of an electric utility's capf-

14 talization should be made up of common equity. I believe that, as

15 the minimum, a 40% equity ratio should be the objective of any pru-

16 dently managed electric utility that expects to be able to finance

17 future construction on reason 6ble terms. It is certainly our

18 objective, and it has been for a number of years. In light of the

19 incident at Three Mile Island, a 40% equity rat io may soon be con-

20 sidered to be insufficient.

21 Q. WHAT ARE THE COMPANY'S PROJECTED CAPITAL REQUIREMENTS?

22 A. As Mr. Summer testified, the Company's construction expenditures

23 for tha period 1979 through 1983 are expected to be approximately

24 $519 million, excluding nuclear fuel. Nuclear fuel expenditures

25 are projected to be an additional $95.1 million during this five

26 year period. I will only review the first two years of the period

.7 , ' -).
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1 (1979-1980).

2 The Company's cash requirements for its construction program and

3 for retiring maturing securities in 1979 are estimated to be $196

4 million, of which $46 million will be provided by internally gen-

5 erated funds made up of the portion of our earnirgs we will retain,

6 and non-cash charges such as depreciation and deferred income taxes.

7 The balance af the funds needed in 1979, some $150 million, will be

8 raised through short-term borrowings, the sale of bonds, preferred

9 stock and common stock.

10 In 1980, the Company's total capital requirements are ex-

11 pected to be approximately $207 million, of which 72% will have to

12 come from outside sources. During this period the Company will

13 sell bonds, preferred stock, and common stock, and will rely on

14 short-term borrowing. The exact timing and types of securities

15 actually sold will be decided on the basis of the Company's

16 ability to meet its coverage ratio requirements, and its ability

17 to attain a reasonable capital structure. The nature of the

18 capital markets in those years will also be a factor.

19 Q '. CAN THE COMPANY RELATE A SOUND FINANCIAL CONDITION TO THE INVESTORS

20 50 THAT IT WILL BE ABLE TO OBTAIN THIS ADDITIONAL CAPITAL UNDER

21 CURRENT FINANCIAL CONDITIONS?

22 A. Our Company is in direct competition for investment funds with

23 every other utility, and with every industrial, financial, and

24 governmental organization. The only way we can sell our Company's

25 securities is to make them sufficiently attractive. To make them

26 attractive we must be able to earn and pay a competitive return.
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1 We Gust also be able to convince the investing public that our

2 financial condition is sound, and will continue to be so. The way to

1 relate a sound financial condition today and tomorrow, is by demon-

4 strating to the potential investor that we have a steady, predictable

5 ability to earn :.im a fair and reasonable return on his investment in

6 our Company. In these inflationary times, that ~ an impossible task

7 if we must base our prices on out-of-date, historical costs. Since

8 1970, our Company has been hard hit by inflation, and during this

9 decade timely and adequate rate relief has been required. Until our

10 nation comes to grips with inflation, that need will emain. This is

11 true because our industry is especially susceptible to the ravages of

12 inflation: first, our prices are based on historical costs; second,

13 we must provide service in spite of the current cost of doing so; and

14 third, we are in a capital intensive business. The impact of infla-

15 tion on a utility's operating and capital costs render ineffective the

16 utility's and its regulatory authorities' efforts to set revenue

17 requirements that will produce a just and reasonable return on equity,

18 so long as those revenue requirements are based on historical operating

19 and capital costs.

20 Q. WHY IS RETURN ON EQUITY IMPORTANT?

21 A. New capital is attracted on the basis of the total return that

22 can be earned on the investor's equity. By " total return" I

23 mean that the investor is not only looking at the dividend yield

24 currently available, but also at the growth in dividends he can

25

26
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1 expect. Such dividends should be paid out of earnings, leaving part of

2 the earnings to be retained in the business. Historically, utilities

3 have been able to increase earnings by the plowback factor, which is .

4 the increment to earnings from the amount of earnings retained by the

5 business. If a company pays out 70% of its earnings, retains 30%, and

! 6 earns a 13% return on equity, the plowback factor would be 3.9% (30% X

7 13%). Earnings for the company would grow at the rate of 3.9% per

8 year, so long as it retained 30% of its ear.. ags and earned 13% on its

9 equity.

10 Today, our Company's debt ratio is already above the industry average;

11 consequently the use of more leverage as a means of increasing earnings

12 must be ruled out. The sale of common equity above book value has not

13 been possible in over a year. The plowback factor cannot be properly

14 utilized so long as investors, by virtue of their present concern

15 for getting their return "up front", in order to compensate for

16 their lack of confidence in our Company's future earnings growth,

17 insist on higher and higher current dividend yields.

18 In such an environment, an increase in the earned rate of return

19 on equity is the only way a utility can show growth in earnings.

20 The higher the return on equity the investor can reasonably expect

21 to earn, the faster will be the growth in earnings, and consequently,

22 dividends. By having reason to expect an improved growth in earnings,

23 the investor will be satisfied with a lower current dividend

24 yield, meaning a higher ratio of price to dividends, resulting in a

25

26
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1 higher market price for stock.

2 The sale of common stock at a higher market price will favorably

3 affect our Company's future, since the dilutive effects o' earn-

4 ings per share and return on equity of selling common below book

5 value will have been minimized, if not eliminated entirely. A

6 highar return on equity will therefore facilitate our sales of

7 additional common equity, since new investors n ald not have cause

8 for concern about the dilutive effect on earnings per share and

9 return on equity of sales of new common below book value. To be

10 able to sell senior securities, which provide the majority of the

11 funds used in construction, we must be able to sell common stock.

12 Q. WHY IC THE COMPANY'S ABILITY TO SELL COMMON STOCK ESSENTIAL TO THE

13 SALE OF OTHER SECURITIES?

14 A. Common stock is the foundation upon which all senior financing is

15 built. The protection offered to the bondholder and the preferred

16 stockholder by the common stockholder's investment is essential in

17 their investment decision. To be able to market additional bonds

18 and preferred stock, the Company must be able to market common

19 stock. which is the cushion needed by the senior security holder.

20 Not only is an improved return on equity essential to the Company's

21 chances for being able to market additional common alock in the

22 future without contributing to a situation which results in the

23 confiscation of a portion of the existi.ig stockholder's invest-

24 ment, but an improved return on equity is necessary if we are to

25 to be able to market new senior securities. To be able to sell

26 new senior securities, certain fixed charge coverage ratios must be

, ,, en ,
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1 met. The earnings on common equity, or the return on equity, pro-

2 vides the support for meeting those minimum coverage ratios.

3 Q. WHAT D0 YOU MEAN BY THE TERM " FIXED CHARGE COVERAGE"?

4 A. Fixed charge coverage is a number which defines the number of

5 times earnings (after all operating and income deductions except

6 income taxes and fixed charges) cover the fixed charges the Company

7 must pay. " Fixed Charges," by definition in our borrowing con-

8 tracts include (1) interest on all debt, (2) amortization of debt

9 premium, discount and expense, and (3) allowance for rental pay-

10 ments.

11 The fixed charge coverage ratio is important, not only because it

12 determines whether the Company is legally able to issue new senior

13 securi'.ies, but also because it is one of the primary indicators

14 used by a potential investor to evaluate the quality of the secur-

15 ities of a company and to measure the risk he is =ssuming. Senior

16 security investors are interested in the yield on a security in

17 relation to the risk that the interest or dividend will not be paid

18 and, in the case of bonds and debentures, the risk that the prin-

19 cipal will not be repaid when due. The adequacy of the Company's

20 fixed charge coverage and the soundness of the Company's financial

21 position provide a large measure of the assurance the in~/estor is

22 seeking.

23 Q. WHAT HAS HAPPENED RECENTLY WITH RESPECT TO SCE&G'S COST OF DEBT?

24 A. In recent years inflationary r,ressures have pushed up the inter-

25 est rates we must offer on new issues of long-term debt. Since

26 the rates paid on new issues are higher than those on the Com-

7 en;y<n a -
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1 pany's outstanding issues, our embedded coe' Af long-term debt.

2 has increased nine of the past ten years. ws showa below, the

3 embedded cost of long-term debt has increased from 4.66% to 7.89%

4 since year-end 1968. As a result of this 69% increase in our

5 embedded cost of long-term borrowing, the Company is currently

6 paying $21 million in additional annual interest charges on our,

7 outstandinc long-term debt solely because of a higher level of

8 embedded interest rates than in 1938.

9 Embedded Cost Fixed Charge
Year of Debt Coverage Ratio (SEC)

10 T979 (as of 3-31-79*) 7.89% 2.41x
1978 7.76% 2.67x

11 1977 7.62% 2.78x
1976 7.70% 2.58x

12 1975 7.38% 2.79x
1974 6.95% 2.22x

13 1973 6.60% 2.36x
1972 6.47% 2.54x

14 1971 6.33% 2.39x
1970 6.06% 2.63x

15 1969 5.51% 3.60x
1968 4.60% 4.75x

16 * Adjusted for April 1979 $35,000,000 bond sale.

17 As a result of the higher fixed charges brought about by higher

18 interest rates, the Company's fixed charge coverage ratio has dropped

19 dramatically. In 1968, as the table above shows, our fixed charges

20 were covered 4.75 times. The ratio fell to a low of 2.22 times in

21 1974. As of June 30. Our fixed charge coverage was only 2.28 times.

22 Our calendar year end coverage has not been this low since 1974. Not

23 only does a declining coverage ratio place our bond rating in jt.opardy,

24 but it sets at risk our ability to issue new bonds. Under our bond

25 indenture, the issuance of additional bonds is conditional upon our

26 having achieved a level of earnings which will cover fixed charges a
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1 minimum of two times. Reduced earnings affect our ability to sell

2 additional bonds, new common stock, and new preferred stock, as well.

3 Q. WHAT ROLE DOES PREFERRED STOCK PLAY IN THE COMPANY'S FINANCIAL

4 STRUCTURE?

5 A. Preferred stock provides protection for debt holders over and above

6 that provided by common stock. Non-payment of preferred stock

7 dividends will not put a company into bankruptcy. However, such

8 an event would cause the company to forego payment of dividends to

9 common stockholders, since preferred stockholders have, by defini-

10 tion, a " preferred" status over common stockholders.

11 Q. WHAT HAS HAPPENED TO THE EMBEDDED COST OF PREFERRED STOCK 7

12 A. Due to the same influences that have affected the cost of our long-

13 term debt, the embedded cost of preferred stock has increased over

14 the years.

15

16

17

18

19

20

21

22

23

24

25

26
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1 Embedded Preferred Coverage
Cost of after

2 Year Preferred Stock Income Tax

3 1979 (as of 3-31-79) 8.16% 1.55x

4 1978 8.04% 1.61x

5 1977 7.91% 1.58x

6 1976 7.89% 1.53x

7 1975 7.78% 1.57x

8 1974 7.18% 1.33x

9 1973 7.22% 1.57x

10 1972 7.22% 1.66x

11 1971 7.08% 1.66x

12 1970 6.56% 1.94x

13 1969 5.12% 2.05x

14 1968 5.12% 2.13x

15 For the period ending June 30, our preferred coverage after income

16 tax had dropped to 1.44 times. The higher costs the Company must pay

17 for its long-term debt and preferred stock, coupled with the extremely

18 high interest rates we are currently paying for short-term borrowings,

19 have been two of the primary reasons for our sharp decline in earnings.

20 Q. WHAT RETURN ON COMMON EQUITY ARE YOU ASKING FOR IN THIS PROCEED-

21 ING7

22 A. We are scaking rates designed to cover all our costs, and we are

23 attributing 13% annual cost to the use of our comon shareholders'

24 money.

25 Q. D0 YOU CONSIDER THIS TO BE A FAIR AND REASONABLE RETl!RN?

26 A. As I have been organizationally given the responsibility of over-

.m , -.
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1 seeing the obtaining of external capital by the Company for the past

2 twelve years or more and have been in constant contact with the

3 investing public and underwriters and independent advisors, I believe

4 that the investors consider a return of 13% on equity to be inadequate.

5 The reason the Company is requesting only a 13% return is that we are

6 attempting to do what we can to operate on the barest essentials

7 during this period of high rates of inflation. I would certainly consider

8 that under today's conditions, a 14% return on equity is a minimum

9 fair and reasonable return; however, we feel that our request is truly

10 a " bare bones" request considering that it is the same granted by the

11 Commission's Order in December 1977, and considering that new elements

12 of risk have been assumed by the cormion stockholder since that date. I

13 am referring to the risk borne by the shareholders of all utilities

14 which employ, or soon will employ, nuclear energy as a fuel for the

15 generation of electricity; as well as to the risk that high rates of

16 inflation have become part of this country's way of life.

17 Q. PLEASE SUMMARIZE THE REASONS FOR YOUR REQUEST FOR INCREASED RATES.

18 A. The proposed increase is the bare minimum needed to restore our

19 indicators of a sor J financial condition, among them earnings

20 and coverage ratio to reasonable levels. The return on equity

21 on which the incre, e is based is the same return the Commission-

22 found just and reasoaable in its most recent order pertaining to the

23 Company. Since that time, the perceived risk in owning the stock of a

24 utility which derives, or will soon derive, a significant portion of

25 its generation from nuclear energy has grown. This higher degree of risk

26 is reflected in the reduced value placed on the ownership of such shares

-21-
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1 by the investing public, as measured by the price paid for common

2 stock. Since the risk borne by our shareholders is higher, a higher

3 return should be granted to compensate them for the additional risk.

4 As a bare minimum, the same return as previously found just and reason-

5 able should be allowed.

6 If we are not allowed to increase our rates to reasonable levels,

7 we will be subjecting our customers to the risk that our ability

8 to provide adequate service will be diminished; the indicators of a

9 sound financial condition will continue to show deterioration; and

10 the coverage of our fixed charges will fall to a point that we will be

11 unable to raise capital under reasonable terms. If we should become

12 unable to raise capital, we could no longer be able to fulfill our

13 responsibility to meet our service area's needs for electricity and

14 gas. If that were to happen, South Carolina Electric & Gas Company

15 would have become an impediment to the future economic developr.ient of

16 our state and to the future economic well-being of its citizens.

17

18

19
s

20

21

22

23

24

25

26
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Preface
.

1. Q. Please state your name and address.

2.

3. A. My name is Stephen F. Sherwin; my business address is

4. 1101 Seventeenth Street Northwest, Washington, D. C.

5. 20036.
6.
7 Q. What is your profession and by whom are you employed?
3.
9. A. I am an economist and Executive Vice President of

10. Foster associates, Inc. , an economic consu? ting firm.

11. A summary of my qualifications appearr in Appendix A.
12.
13. Q. Have you previously given evidence before this Commission?
14.
15. A. Yes, on behalf of South Carolina Electric & Gas in

16. 1977.
17

18. Q. What is the purpose of your testimony?

19.
20. A. I have been asked to express an opinion on the equity

21. portion of the fair rate of return, applied to a March 31,
22. 1979 net investment - original cost rate base for

23. So0th Carolina Electric & Gas Company's properties

24. subject to the jurisdiction of this Commission.

25.
26. Q. Have you prepared an exhibit?

27

28. A. Yes. The statistical support for my ooinion is set

29. forth in an exhibit, consisting of 23 schedules, pre-

30. pared by me or under my supervision.

N'
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1. I. Summary of Guiding Principles and Factual Bases for

2. Conclusion

3.
4. Q. What are your criteria for measuring the fair return?

5.
6. A. For legal criteria I have been guided by the decisions

'. of the United States Supreme Court in the 1923 Blue-

9. field, the 1944 Hope, and the 1968 Permian Basin cases,

9. as well as prior decisions of this Commission. I

10. understand these decisions to define a fair return in

11. terms of the. triple standards of permitting a company

12. to achieve a level of earnings comparable to those

13. earned by other enterprises of corresponding risk and

14. uncertainty, maintain its financial integrity, and

15. attract capital on reasonable terms.

16.
17 These three standards are also the economic guidelines

18. for a fair raturn enen= passed in the ooportunity cost

19. principle.

20.
21. Q. What are the principal conclusions of your study?

22.
23. A. There has been a significant increase during the last

24. two years in the cost of common equity capital. The

25. principal causes stem from a rise in interest rates,

26. an accentuation of inflationary forces, investors'

27 increased awareness of the inherent risks of utility

28. operations and the higher returns on equity achievied
29, by industrials. Hence, the return requirement for

30. South Carolina Electric & Gas has risen, irrespective

31. of whether the measurement is made by reference to the

32. comoarable earnings test, or the return required to

33. maintain financial integrity, or the cost of attract-

34. ing capital.

-e i , pO,
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1. An equity return of 13 percent is now insufficient to

2 maintain the company's financial integrity in terms of

being able to sell new equity at book value. It is,
s.

4. therefore, of utmost importance that the appl ied-for

5. return not become an allowable ceiling but that it be

6. translate 6 into achievable earnings.

7
,

3. My conclusion is that the cost of attracting capital,

9. excluding an allowance for market pressure, for South
10. Carolina Electric & Gas is in the range of 13.85 to

11. 14.10 percent, and that the fair return is in the

12. range of 14.50 to 15.00 percent at a 33 percent common

13. equity ratio.

14.

15. My conclusions with respect to the cost of attracting
16. capital, as well as the fair return, rest on an anti-

17 cipation of some decline in interest rates, a reduc- .

18. tion in dividend yield of SCE&G from the present level
'

19. as well as some decline in the profit rates of indus-

20. trials, resulting partly om the Administration's
21. guidelines and partly from the on-going recession.
22.
23. Q. Please summarize the conceptual approach underlying

24. your return recommendation.
25.
26. A. My recommendation rests on the application of the
27. opportunity cost theory. The measurement of the cost

28. of equity capital is essentially a process of sifting

29. multiple facets of factus' evidence, which serve as

30. constraints on the exercise of judgment. Reliance on

31. judgment constrained by facts is to be distinguished
32. from judgments based on predilections.

-.-, ,
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1. The different techniques for estimating the equity

2. return requirement -- the comparable earnings test,
3 fin .] integrity approach and the capital attrac-

4. . ion (or <_ scounted cash flow) techniques -- provide
5. useful evidence but no single measure constitutes an

C. _xclusive bas.s for estimating reasonable return

requiremento.'
.

9.

9. In applying the different techniques for measuring the
10. cost of common equity capital, one needs to bear in
11. mind the distinction between tre cost of attracting

12. capital and a fair return. The former reflects the

13. opportunity cost derived from stock market data; the
14. latter reflects the opoortunity cost in relation to

15. the original cost-related book equity.

16.
17 The cost of attracting capital is the current cost oer

18. dollar of new capital expressed in today's dollars of
19. purchasing power. After periods of prolonged infla-

20. tion, the cost of capital typically lies below the

21. fair return, which is a far broader concept. The fair

22. return encompasses both the current cost of attracting
23. capital and equitable treatment of past investments,
24. by providing to utility investors an earnings oppor-
25. tunity hat maintains the value of their capital to

26. the same extent as that achieved by investors in indus-

27 trial companies of similar risk.

28.

29. Regulation of public utilities is generally viewed as
30. a substitute for competition. U'ider competition , the

31. level of profits will vary with the business cycle,
32. but will in C.e long run be equal to the cost of attract-

33. ing or retaining physical resources whose earning
34. is related to dollars of current purchasingoower

,f, pq
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'. power as distinguished from nominal dollar values..

2. Under competitive conditions, however, investors are

3. not always able to achieve the preservation of real
4. capital values and protect their assets against the
5. .

ravages of inflation. The competitive principle re-

6. quires thet utility investors should be given an

to preserve the real
, opportunity -- not a guarant.a2 --

3. value of their capital to no greater, but air to no

9. lesser, a degree than that to which investors in indus-
10. trial companies (of similar risk to utilities) can

11. achieve a preservation of real capital values.

12.
13. Q. In applying these tests, what assumptions have you made
14, with respect to prospective economic conditions?

13.
16. A. My return recommendation rests on the following pre- *

17 mises with respect to economic conditions: no growth

18. in real GNP in 1979-1980; an inflation rate of 10.5

19. percent in 1979 and 8.5 percent in 1980; interest rates

20. on "A" rated long-term bonds in the range of 9.0 to

21. 10.0 percent through 1980; and corporate profits to

22. suffer some decline from the 1978 level.

23.
24. Q. What is your analysis of the risks faced by South Caro-

25. lina Electric & Gas?

26.
27 A. The most significant risks of electric coerations arise

28. in connection with:

29.
30. a. Growth in the service area, requiring large capi-

31. tal expenditures. Expansion in a period of in-

32. flation enhances the risks of attrition and lowers

33. the quality of earnings due to a high proportion

34. of income in the form of AFUDC.

"- n
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1. b. The prospective operation of a nuclear olant. The

2. accident of Three Mile Island has heightened inves-

3. tor awareness of the interrelation between physi-

4. cal and economic risks resulting from the high

5. concentration of capital in a few plants.

6.
~. The risks of gas operations have declined during the
3. last two years, largely due to an improvement in gas
9. supply. While investors still regard gas distributors

10. as more risky than electric utilities, combination

11. gas-electric utilities are no more risky than electric
12. utilities. Hecce, the same return should be applied to

13. both the company's gas and electric properties.
14.
15. Q, In applying the comparable earnings test, what oericd
16. did you select for measuring the return?
17

18. A. I reviewed data for the last 14 years, but gave the

19. greatest weight to the earnings experience of indus-
20. trials in 1977-1978 as being most likely to be repre-

21. sentative of future conditions. For industrials, the

22. average earnings level of 1977-1978 lies below the
23. current level.

24.

25. Q. Please summarize yoar application of the comparable
26. earnings test.

27

28. A. The comparable earnings test may be applied by refer-
29. ence to industrials or utilities, but apolication to

30. either group provides useful measurements only ir. con-
31- junction with a determination that the end result is
32. sufficient to maintain a reasonable degree of financial

33* integrity.

<, o n
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1. Focusing first on the earnings of industrials, I have

2. applied the comparable earnings est by reference to

3. three groups.

4.

5. The first group consists of Standard & Poor's 400 com-
6. pany composite, whose earnings averaced 15 oercent in
7 1977-1978. However, this average is not representative

9. of companies whose investment risks are similar to

9. those of South Carolina Electric & Gas.

10.
11. When the comparable earnings test is applied to indus-

12. trials, the critical operative con' cept is the deter-

13. mination or similarity of risk. The relevant risks are

14. those that are perceived by investors. While utilities

15. have quite different operating, market, and financial

16. characteristics from those of industrials, it is pos-

l '/ . sible to achieve a reasonable degree of balance and

18. comparability by reference to investmen*. risks.

19. Security analysts have traditionally ranked common

20. equities of utilities as relatively high-grade invest-

21. ments, essentially because they are characterized by

22. stability of returns.

23.
24. In selecting samples of industrials of comparable in-

25. vestment risks to utilities, I therefore focused ori-

26. marily on stability of equity returns. !Iowever, to

27 avoid inclusion of both "ni-51y profitable enterprises"

28. viewed askance by the Court 31 ue f ie l_d , and companies
29. whose earnings are chronically deoressed (and thereby

30. not meetirg the capital attraction test), I have selected

31. only those companies whose earnings fall within plus or
32. minus one standard deviation of the average return.

33- Additional criteria for selection were the size of the
34- company, as measured by sales, and the quality of the

35. company's common stock, as expressed by Standard &
36. Poor's rankings.
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1. The above criteria led me to select a second group of
2. three samples of companies from nine industries which
3. have experienced stable returns. The average level of

4. earnings achieved by these samples in 1977-1978 was in
5. the range of 15.3 to 15.65 percent.

6.
7, . My third group of companies comprises another three
3. samples selected by the same criteria as previously
9. described, except that the companies were selected from

10. all manufacturing industries, rether than only from the
11. nine industries with stable earnings. The averaga

12. level of earnings achieved by these samples in 1977-
13. 1978 was in the range of 14.5 to 15.6 percent.

14.

15. The above data lead me to the conclusion that the pros-

16. pective 1980 earnings level of indostrials of generally

17. comparable ris'< to SCE&G is approximately 14.5 to 15

18. percent. While this level corresponds to the range of

19. my indicated fair return, my conclusion is dependent on

20. a finding that the risks of SCE&G, as evaluated by in-

21. vestors, are equal to those of these groups of indus-

22. trials. That finding is made in connection with the

23. application of the financial integrity test.

24.

25. Q. What standard do you suggest for the maintenance.of fin-

26. ancial integrity?

27.
28. A. In the context of the opportunity cost principle, the

29. maintenance of financial integrity requires a level of

30. earnings that is not only sufficient to raise new equity

31. capital without diluting stockholders' equity, but also

32. to maintain the value of the investment at a level con-

33. sistent with that prevailing for stocks of similar in-

34. Vestment risk. In that context, attention to market-to-

35. book ratios becomes an import at aspect of determining a

?, ;
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1. fair return, not only as a measure of the degree to

2. which financial integrity has been maintained, but also

3. as an aid in gauging investor aporaisals of risk

4. differences.

5.
6. The market price of South Carolina Electric & Gas has
' been below book value since the second quarter of 1978..

9. Based on present market conditions, the nat proceeds of

9. a new sale of common stock would probably be less than
10, 85 percent of book value,, the Company's financial inte-

11. grity is therefore impaired.

12.
13. An analysis of the relation between earnings and market-

14. to-book ratios indicates that the investors regard SCEsG

15. as slightly riskier than the average c'ectric or com-

16. bination electric-gas utility, and the ic.cter of approx-

17 imately equal risk to my samples of industrials.

18.
19. Q. What are your findings by reference to the discounted

20. cash flow aoproach?

21.
22. A. Although the DCF technique gives the appearance of mathe-

23. matical precision, it rests to a considerable deqree on
24. the exercise of judgment, particularly with respect to
25. the time period over which crowth rates are computed and
26. the degree to which current dividend yields reflect
27. uncertainties that the future earnings growth will exceed
28. or fall short of past growth rates.
29.
30. The dividend yield of SCE&G was 10.4 percent in the
31. second quarter of 1979. I estimate the prospective
32. dividend yield for 1980 to decline to 9.75 percent, on
33. the assumption that interest rates will decline slightly
34. and the company will receive favorable rate treatment.

l}O
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1. With respect to growth rates, I estimate the prosoective
2. growth rate at 3.75 to 4.00 percent, based primarily on

its recent dividend policy, and the implicit growth re-3.

4. sulting from a 13 percent return and a payout ratio of
5. 70 percent.

6.
The " bare bones" current cost of attracting capital is7

9. therefore 13.50 to 13.75 percent, excluding Tinancing
9. and market pressure costs. Applying 3.5 percent fin-

10. ancing costs only to the dividend yield portion of the
11. cost, and making no allowance for market pressure, re-
12. sults in a total cost of 13.85 to 14.10 percent.

13.
14. -

15.
16.
17.
18.

19.
20,

21.
22.

23.
24.
25.

26.
27

28.

29.
30.
31,

32.
33.
34.

1n
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1. II. Economic 'frends Bearing on Return Requirements

2.

3. Q. What is the relevance of economic trends in arriving at

4. a fair return for South Carolina Electric & Gas?
5.
6. A. To place my equity return recommendation in perspective

in the light of alternative investment opportunities,'
.

9. which are fluenced by trends in business activity,

9. the prospective rate of inflation, and the demand for
10. and supply of capital.

11.
12. Since the Company's proposed rate increase is prospec-
13. tive, the focus should be on prospective economic con-

14. ditions in 1980. Of course, such projections can only

15. be informed estimates of probabilities.

16.
17. Q. Please summarize the salient economic trends which bear
18. on the opportunity cost of capital.

19.
20. A. The economic scene is dominated by the need to reduce

21. the rate of inflation and avoid a severe recession.
22.
23. The Economic Report of the President of January 1979

24. had estimated the prospective annual real growth in GNP
25. in 1979 at a rate of 2-1/4 percent and forecast an

26. inflation rate of 7-1/4 to 7-1/2 percent. These fore-

27. casts were revised in July 1979 to: No growth in 1979,

28. and a 2 percent growth in 1980, an inflation rate of
29. 10.5 percent for 1979 and 8.5 percent in 1980.
30.
31. The success of the Administration's policies to combat

32. inflation remains in doubt. Although the wage / price
33. guidelines have had some success, and the rate of infla-
3 4. ' tion of agriculture prices has slackened, the rise in

;o 7 L'r)
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1. the price of oil has fanned inflati> nary expectations.
2. The long anticipated slowdown appears to have commenced
3. only in the second quarter. The necessity to forestall

4. a renewed rin on the dollar will preclude on expansion-

5. ary monetary policy to combat the on-going recessien.
6. Continued relatively high interest rates appear vir-

7 tually certain.

9.

9. The severity of the ongoing recession is virtually
10. unpredictable, partly because it is not clear which of
11. several (pn' i *ically unpalatable) energy policy options
12, will be embraced by the Congress and partly because
13. there is no basis for estimating the impact of the

14. gasoline shortages on conrumer confidence and spending
15. patterns, which may result in more fundamental struc-
16. tural changes in the economy. Given these imponder-

J 7. ables, projections of economic growth become subject to
18. a more than usual margin of error. I expect the U. S.

19. economy to experience only minimal or no growth in
20. 1980, but concur with the Administration's forecast of
21. a reduced inflation rate of 8.5 percent, which would be

22. equal to the level experienced in the six months ending
23. March 1979 (Schedule 1) .
24.

25. Q. Please discuss the trend in rates for fixed income
26. securities.

27

28. A. There has been a pronounced rise in interest rates

29. during the last two years. In my opinion, interest

30. rates have now peaked and may experience a rodest de-
31. cline in the second half of 1979 and 1980, barring a

32. renewed confidence crisis in the foreign exchange

33. market.

<nf ,: g
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1. Long-term Government bond yields have risen frca approx-
2. imately 7.6 percent in early 1977 to a peak of 9.2
3. percent in May 1979, and declined to 8.9 percent in
4. June 1979 (Schedule 2).

5.
6. The yield on outstanding Moody's "A" rated utility

bonds -- the rating carried by South Carolina Electric'
.

3. & Gas --rose from 8.65 percent in the first quarter of

9. 19,7 to a peak < 10.30 percent in May 1979, and stood
10. at 10.14 percent in June 1979. The yield on "A" rated

11. newly issued bonds has risen from about 8.5 percent in
12. the first quarter of 1977 to 10.17 percent in the

13. second quarter of 1979 (Schedule 3).

14.
15. The trend in yields on "a" rated utility preferred

16. stocks rose from 8.79 percent in the first quarter of

17. 1977 to 9.72 percent in the second quarter of 1979
18. (Schedule 4).
19.
20. At the present, the interest rate structure is charac-

21. terized by an " inverted yield pattern" (short-term

22. higher than long-term) . The length of time for which

23. this pattern will prevail is primarily a function of

24. monetary policy; it will be dependent on the time re-

25. quired to break the inflation spiral and to restore the
26. dollar to its traditional function of serving both as a

27 medium of exchange and a store of value. In my opinion,

28. the difficulties of achieving a rapid abatement of

29. intlation will prompt a continuation of a fairly re-
30. strictive monetary policy in the near future, and will
31. keep interest rates on newly issued "A" rated utility

32. bonds in the range of 9.0 to 10.0 percent in 1980. A

33' substantial decline in interest rates can only be ex-

34. pected if inflationary expectations are reversed.
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1. Q. Do the present and prospective levels of high interest

2. rates constitute evidence of a rise in the opportunity

3. cost of equity capital?

4.

5. A. Yes. Since the opportunity cost of equity capital re-

6. flects a risk premium above that of debt capital, the

7 two tend to move in tandem. However, it does not fol-

3. low that reasonable utility equity returns should be

9. set at either a constant absolute differential to in-
10. terest rates or as a fixed proportion of interest rates.

11. The defect of such an approach is that the required

12. equity risk premium changes over the business cycle.
13.
14. In the early 1960's, when interest rates were around 4.5

15. percent, equity returns for high-grade utilities were

16. typically about 10.5 percent. Thus, equity returns then

17 provided for a risk differential of about 6 percentage

18. points, or a level of twice the prevailing interest

19. rates. Does it follow that, when interest rates rise to

20. 10 percent, the corresponding equity returns should be
21. 16 percent, or over 20 percent? I think not.

22.

23. In periods of rising interest rates, the required risk

24. premium tends to shrink and, in periods of declining
25. interest rates, the risk premium rises. The essential

26. reason for the changing risk premium is that, in periods

27. of high and rising interest rates, investors attach a

26. higher probability to a prospective decline, leading to
29. capital gains in fixed income securities and utility
30. stocks, which are viewed as being interest-sensitive.

31. The prospect of capital gains leads investors to accept

32. a lesser risk premium. The tax laws providing differen-

33. tial treatment for income and capital gains accentuate

34. this tendency. Conversely, when interest rates are low

p q--
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and investors expect a reversal, they face prospective'
..

2. capital losses on fixed income securities and utility
3. equities, which prompts investors to seek relatively
4. higher risk premiums.

5.
6. Q. Are there any general indicators which shed light on the

cost of equity capital?'
.

8.

9. A. Yes. I regard the level and trends in corporate profits
10. as providing a general indicator which also serves as an
11. aid in the interpretation of the comparable earnings

12. test.

13.
14. After-tax profits in relation to GNP averaged 5.3 per-

15. cent in 1960-1964, rose to a peak of 6.4 percent in

16. 1965, declined sharply to below 4 percent in the reces-

17. sion of 1970-1971, rose to 5.4 percent in 1977, 5.6

18. percent in 1978, and continued to rise in the first

19. quarter of 1979 (Schedule'5).

20.
21. The above data indicate that, in terms of historical

22. perspective, the 1978 corporate profit level in relation
23. to GNP still falls short of the level attained in the

24. mid-1960's, which were years of relatively high growth

25. and little inflation. Although there is now a growing

26. awareness that corporate profits may be inadequate in

27. relation to the Nation's needs of capital formation and

28. the necessity to improve productivity, I belie-e corpor-

29. ate profits in 1980 will probably not reach the 1978
30. levels. I shall reflect this projection in the appli-

31. cation of the comparable earnings test.
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1. III. Business and Financial Risks

2.

3. Q. What is your definition of risk?

4.

5. A. Risk is the probability of failing to achieve the anti-

6. cipated return or suffering an impairment of capital.
'

.

8. Every utility is faced with two types of risks:

9.
10. Business risks encompassing the risks of loss of.

11, capital or reduction of income below a reasonable
12. return arising from the production and marketing of
13. the service, including all the economic, political,

14. technological, and physical hazards to which invest-
15. ment in the property is exposed. Among these risks

16. are that regulatory lag and attrition may prevent

17. the achievement of a reasonable return. None of
'" 18. these risks is dependent on capital structure ratios.

19.
20. Financial risks, reflecting the risks incurred by.

21. debt and equity investors as a result of management

22. decisions to " trade on the equity" and to appeal to

23. different classes of investors having different

24. needs and preferences for risk-taking.

25.
26. I know of no valid formula for the measurement of risks.
27 The relevant risks are those perceived by investors, as

28. reflected in the valuation of a company's securities.

29. However, since investors' appraisals of risks can cnly

30. be inferred -- even though the inference may be drawn

31. f rom a statistical meast. cement -- an analysis of the

32. different facets comprising business and financial risks

33- constitutes a useful point of departure.

_
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1. Q. Please discuss the various facets of business risks.
2.

3. A. The separate facets of risks are not identical for elec-
4. tric and gas ooerations, although for some the impact is
5. quite similar.

6.
7 Focusing first on market risks of SCE&G, approximately
9. 65 percent of electric revenues and 54 percent of gas
9. revenues in 1978 were derived from residential and com-

10. mercial sales, which may be viewed as having a highly
11. stable demand over the business cycle. The industrial

12. sales have a lesser stability. However, in the aggre-

13. gate the combination of an exclusive franchise to serve,
14. coupled with the more stable nature of demand renders
15. the market r isks f aced by SCE&G less than those of the
16. typical industrial. These advantages are partly offset

17 by the industrials' faster capital turnover and hiaher
18. proportion of total assets in the form of current assets
19. which can be rapidly liquidated, affording a greater

20. ability to adjust their productive capacity to changes
21. in market demands.
22.
23. The most significant aspect of the company's risks arises
24. from the necessity to meet rising service requirements

25. of its electric (not gas) customers, which creates multi-

26. ple risks, particulatly in periods of inflation. These

27 risks arise basically from the fact that the expansion

28. of electric utilities proceeds under conditions of increas-

29. ing costs (both nominal and real costs) , which enhances
30. the risk of attrition.

31.
32. Between 1978 and 1983, kilowatt-hour sales to ultimate

33. consumers are estimated to rise by 37 percent (from

34. 10.226 to 14.042 million kilowatt-hours) , whereas gas

, ,7 rr1
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1. sales are expected to decline by 16 percent (from 48,586
2. to 40,656 MMCF) . To meet these service requirements,

3. total plant expenditures in the last three years aver-

4. aged 5154.5 million. They are expected to remain at
5. approximately that level in 1979 and 1980 (94 cercent
6. for electric), but decline in the following two years,
'

.

3. The proportion of SCE&G's total capital requirements
9. financed from externally generated funds, net of retira-

10. ments, average 71 percent in 1976-78 and will remain at
11. approximately that level for 1979-1980.
12.
13. Q. Does the necessity to raise new common equity influence
14. the fair return on equity capital?

15.
16. A. It should not, in principle, but in practice the neces-

17 sity of having to make repeated trips to the equity
18. market renders it of paramount importance that the
19. achieved return be at le'ast suf f! ci',nt to permit the
20. sale of new equity capital at book value. If it is not,

21. then there will be both an impairment of capital of
22. existing stockholders, and a rise in the cost of capital
23. above what it would be if the utility were allowed its

24. cost of capital and provided with the revenues to

25. achieve the allowable return.

26.
27 Q. Please continue with your discussion of risks arising

28. f rom a high rate of capital expenditures.
29.
30. A. There are two aspects to this risk:

31.
32. First, a high rate of capital expenditures results in a
33. high proportion of AFUDC, which impacts on the quality
34. of earnings. The company's AFUDC, as a percent of

'''7 p r ')
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1. income available for common stock, has risen from an

2. average of 30 percent in 1971-1975 to an average of 55
3. percent in 1976-1978, a level considerably above the-

4. approximately 35 percent experienced by the electric
5. industry (Schedule 6).

6.
7 Second, a high rate of capital expenditures increases

9. the risk of attrition due to the need to finance capital

9. expenditures above the embedded cost of debt c'no pre-
10. fctred stock. However, this risk has been significantly

11. mitigated by the inclusion of all CWIP in the rate base.

12.

13. Q. Wou)d you now address the supply and physical risks?
14.
15. A. With respect to electric operations, coal is expected

,

16. to provide the fuel for about 73 percent of the com-

17 pany's generation of electric energy in 1979, No. 6

18. fuel oil about 22 percent and hydro and No. 2 fuel oil

19. about 5 percent. With a high proportion of fuel re-

20. quirements generated by coal, the company is in a bet-

21. ter position than utilities that rely heavily on fuel

22. oil. However, the interruption of coal supplies, due

23. to labor problems in the mines or on the railroads,

24. always constitutes a risk.

25.
26. In 1980, the company's first nuclear power unit will

27 become operational. Although this further improves the

28. company's reserve ccpacity, it creates considerable

29. physical and economic risks.

30.
31. Physical risks of electric utilities had not received

32. much attention until the recent accident at Three Mile
33. Island. The events in Pennsylvania have provided a

34. very forceful illustration of the interrelation between

i^''[ o f-
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1. physical and economic risks resulting f rom the high
2. concentration of capital in relatively few plants.

3.
4. From the point of view of the cost of capital, there

5. are several aspects to the consequences of Three Mile
5. Island:

7

9. 1. It has raised the cost of equity capital of com-

9. panies that are engaged in the construction or
10. operation of nuclear power units and it is un-
11. likely that investors' concerns can be allayed in
12. the foreseeable future.

13.
14. 2. It will probably raise the cost of debt for those

15. companies that are operating or constructing
16. nuclear plants. It is not yet possible to quan-

17. tify that impact, and the adverse impact may be
18. alleviated through area or nation-wide insurance

19. schemes.
20.
21. 3. It has created an increased awareness that an
22. accident causing the outage of a plant may neces-

23. sitate the purchase of power from neighboring
24. utilities at an increased level of costs that may

25. not be automatically passed on to customers. Even

26. if the adverse effect of the recent nuclear acci-
27 dent on the cost of capital may be ultimately

28. overcome through appropriate regulatory and govern-
29. mental actions, the increased awareness of the

30. impact of physical risks on financial viability --

31. resulting solely from the concentration of capi-

32. tal -- is likely to have a long lasting upward

33. pressure on the cost of capital.

1 7 <p,- -
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1. Turning to SCE&G's gas operations, the adequacy of its
2. gas supply has improved during the last two years, due
3. to an improvement in the national picture, and the
4. local availability of limited amounts of L..G.

5.
6. Q. What is your appraisal of the company's financial

risks, as reflected in the capital structure?'
.

'..

9. A. I view SCE&G's financial risks, as reflected in its

10. consolidated capital structure, as being virtually

11. identical to that of the electric utility industry.

12. However, for regulatory purposes, the elimination of
13. the investment in Energy Subsidiary, results in an

14. equity ratio slightly below the industry average.

.5.

16. Comparative data on capital structure are shown for the
17 following groups of electric utilities on Schedule 7,

18. Sheet 1.

19.
20. The Department of Energy's data for 211 Class A.

and B electrics;21.
22. 36 electric and electric-gas distribution utili-.

23. ties, representing all such companies listed on
the New York Stock Exchange with revenues over $50

24. million in 1977;

25.
A subgroup of 42 electric utilities (listed on the.

26. New York Stock Exchange) whose revenues from elec-
27 tric operations accounted for more than 90 percent

" " *

28.
A subgroup of 24 electric-gas distribution utili-29. .

ties (listed on the New York Stock Exchar.ge) whose
30. electric revenues in 1977 accounted for between 70
31. and 90 percent of total revenues.

i J7 055
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1. Since SCE&G's re'?snues from electric operations were
2. 78.7 percent of total revenues in 1978, the closest
3. similarity is with the group of 24 electric-gas util-

4. ities. As of 12/31/78, SCE&G's equity ratio was 35.0

5. sercent compared to 36.3 percent for 24 combination
5. electric-gas ccmpanies, 35.5 cercent for the 42 elec-

trics and 36.1 percent for the 86 utilities.'
.

3.

9. Consistent with the Commission's 1977 decision, the

10. above computations are based on capital, including
11. short-term debt. In my. opinion, short-term debt should
12. be excluded from the capital structure. Short-term

13. debt typically constituces an interim means of financ-
14. ing, subject to wide annual fluctuations with respect
15. to both amounts an( rates paid. Comparative data on

16. capital structure excluding short-term debt are shown
17. in Schedule 7, Sheet 7.

18.
19. For purposes of this case, the company is proposing a
20. capital structure as of 3/31/79, with a 33 percent
21. equity ratio (Schedule 8), reflecting the elimination
22. of the investment in Energy Subsidiary, and giving
23. effect to both a bond and a common stock issue in April
24. 1979. The latter should be treated as a "known change"
25. that results in a ccpital structure which constitutes

26. the best approximation of the actual capital structure
27. during the period the rates are expected to be in effect.
28.

Q. What is your conclusion with respect to the Company's29.

30. risks of its electric compared to gas operations?

31.
32. The business risks of gas distribution ha historically

33. been regarded as exceeding those of electt_e utilities,
34' due to supply problems, physical risks, and the higher

~- ,
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1. proportion of revenues derived from industrial customers.

2. In earlier years, these higher risks have been reflected

3. in both higher debt and equity costs of gas distributors

4. Compared to electric utilities; and combination electric-

5. gas utilities experienced higher costs of equity capi.

6. tal than straight electric utilities. However, in the

'. last two years, while investors still regard gas distri-

8. butors as riskier than electric utilities, there appears

9. to be no difference between investors evaluation of

10. combination electric-gas and straight electric utilities

11. [See Section IV(b) ] . Hence, it appears reasonable to

12. infer that the improvement of gas supply has partially

13. counterbalanced the increased risks of electric opera-
~

14. tions arising from potential interruptions of fuel oil

15. supplies, the risks of nuclear generation and attrition.

16.
17 I therefore conclude that the same rate of return should

18. b0 applied to SCE&G's electric rate base as to its gas

19. rate base.

20.
21. IV. The Cost of Common Equity Capital

22.
23. Q. How do you propose to measure the cost of equity capi-

24. tal to South Carolina Electric & Gas?

25.
26. A. I shall first consider the comparable earnings approach

27. which, in my opinion, provides a measure of the return
28. requirement only in conjunction with the financial in-
29. tegrity test. Thereafter, I shall examine the market

30. value or capital attraction test.

pr7- -
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.

1. a. The comparable earnings approach

2.

3. Q. Please summarize the rationale of the comparable e3rn-

4. ings approach.

5.
6. A. The economic rationale is the opportunity cost of capi-

7 tal concept, which holds that capital should not be
3. Committed to any venture unless it can earn a return

9. commensurate with that prospectively available in alter-

10. native employments of similar risk. As with all equity

11. capital cost concepts, the comparable earnings test is
12. a prospective cost concept.

13.
14. While the prospective nature of the cost of capital is
15. always recognized in connection with the discounted
16. cash flow technique in estimating the cost of attract-

17. ing capital, it should not be, but sometimes is, dis-
18. regarded in the application of the comparable earnings
19. test. Since prospective earnings cannot be precisely
20. ascertained, the measurement of comparable earnings

21. typically proceeds by reference to past experienced
22. returns. The method therefore rests on the implicit

23. assumption that past earnings on book equity are a
24. measure for reasonable expectations of future earnings.

25.
26. O. What period do you regard as an appropriate basis for
27. applying the comparable earnings standard?
28.

29. A. The period selected should be representative of the
30. prospective earnings potential of companies whose in-
31. vestment risks (combined business and financial risks)
32. are comparable to those of South Carolina Electric &
33. Gas. No a priori selection of years will meet that

34, condition.

"lu - '
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1. A great deal of emphasis is frequently placed on five-
2. year averages. However, since the last five years

3. encompass at least one year in which earnings were
4. significantly influenced by inventory profits and also
5. the most severe postwar recession, it would be mere

6. coincidence if that average proved to be representative

7 of prospective conditions.

3.

9. The years of depressed corporate profits should be set
10. aside for the purpose of estimating prospective earn-

11. ings capacity; the years of significant inventory pro-

12. fits need also to be largely, but not entirely, dis-

13. counted. If inventory profits constituted a one-time,

14. nonrecurring phenomenon, they should be totally disre-
15. garded in estimating future earnings capacity. But

16. since inflation is likely to continue indefinitely,

17. although hopefully at a declining rate, it is reason-

18. able to expect that some inventory prolltr will be

19. recurring. Indeed, inventory profits have become a

20. significant part of compensation for inflation achieved
21. by investors in manufacturing concerns.

22.

23. The preceding considerations lead me to give the great-
24. est weight to the earnings experience of 1977-1978 as
25. being most likely to be representative of prospective
26. conditions. In support of that conclusion, it should

27 be noted that the 1977-1978 level of corporate profits

28. does not constitute an unduly high rate of profit in

29. relation to GNP (Schedule 5), and lies considerably

30. below the level of profits experienced in the second

31. half of 1978 and first quarter of 1979. My reliance on

32. the 1977-1978 experience, therefore, anticipates some
33. reduction in profits from the current level as the re-

34. sult of the on-going recession and the Administration's
35. anti-inflation guidelines.
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1. Q. Do you regard it as appropriate to apply the comparable
2. earnings test to utilities or industrials?

3.
4. A. The principal focus should be on the earnings of invest-
5. ment-grade nonregulated industrials, with appropriate
6. recognition for relative risks.

7

9. To apply the comparable earnings test to utilities
9. would constitute circular reasoning, and be tantamount

10. to letting the earnings of each regulated company be
11. guided by other regulatory awards rather than by alter-
12. native opportunity returns available to capital. To

13. pierce this circular reasoning, the earnings of utili-

14. ties must be analyzed in terms of the degree to which

15. they permit utilities to maintain an adequate degree of
16. financial integrity.

17

18. Q. How do you propose to apply the comparable earnings
19. test to industrials?

20.
21. A. The critical operative concept in the application of

22. comparable earnings test by reference to industrials is
23. to find firms of similar investment risk to utilities.

24. There are essentially two approaches to the measurement

25. of similarity of risks: one is to seek a sample of

26. companies of reasonably comparable risk; the other is
27 to infer differences in risks from investor appraisals

28. in the market. I shall rely on both approaches.

29.

30. No two companies are precisely alike in physical, opera-

31. ting, and financial characteristics. However, the com-

32. parable earnings standard does not rest on finding a
33. group of companies exactly alike, but instead requires
34. that there be a reasonable degree of balance between

1^', ,
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1. different kinds of risk encountered by utilities and
2. the group of industrials with which utilities are com-
3. pared. The differences in physical, operating, and

4. financial characteristics do not preclude the formula-
5. tion of judgment as to the impact of differences on the
6. degree of risk borne by common stockholders. Such

7 judgments are continueusly made by the investment
9. community.

9.

10. Most industrials incur greater business risks than
11. South Carolina Electric & Gas. However, managements of

12. industrials seek to offset business risks by reducing
13. financial risks through thicker equity ratios. The

14. result of this policy is a tendency toward equality as
15. between industrials and utilities with respect to the
16. com'oined business and financial risks in terms of the
17 investment risks borne by common stockholders.
18.
19. The problem at hand is to' find criteria which will
20. cermit the translation of this general tendency toward
21. equality of investment risks into specific groups of
22. companies with a closer degree of compa_ ability to the
23. economic and investment risk characteristics of SCE&G.
24. I know of no single, all-encompassing formula for the
25. measurement of risks. While the appraisal of risks

26. varies widely among different investors, the investors'
27 comoosite appraisal tends to be reflected in market
28. valuations. In that sense, the market constitutes an

29. " objective" appraisal of risks and the adequacy of
30. earnings levels. This is one of the considerations
31. which warrant attention to market-to-book ratios, with
32. due regard to the fact that the market is subject to
33- erratic gyrations and that market values reflect fac-
34' tors other than experienced or allowable returns.
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1. Q. Please explain your application of the comparable earn-

2. ings test with reference to industrials.

3.

4. A. My application of the comparable earnings test is made

5.. by reference to three groups of industrials.

6 '.

~. The first group comprises Standard & Poor's composite of

3. 400 industrials, as representative of a cross-section

9. of American industrials, widely followed by investors.

10.
11. The secsnd group comprises three samples of manufacturers

12. selected on the basis of perhaps the most important in-

13. vestment characteristic associated with utilities,

14. namely, stability of earnings. All three samples are

15. selected from nine industries which have experienced

16. stable returns on book equity. Within those stable
17, industries, two of the samples are selected on the

18. basis of common stock rankings, and one sample on the

19. basis of size of company and stability of earnings.
20.

21. The third group drops the " stable industry" criterion,

22. in recognition of the fact that the increasing diversi-

23. fication of many industrials may render the classifica-
24. tion of corporate entities into any single industry of

25. questionable validity. This third group also comprises
26. three samples of manufacturers, two of chich are again
27 selected on the basis of common stock rankings, and one
28. sample on the basis of size of company and stability of
29. earnings.
30.

31. Q. What has been the earnings experience of Standard &
32. Poor's composite average?
33.

ee ; e m
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1. A. The earnings rate for Standard & Poor's 400 industrials

2. averaged 13.0 percent for the five-year period ending

3. 1975, and rose to 14.3 percent for the five-year period

4. ending 1978. The average earnings level in 1977-1978

5. was 15.0 percent (Schedule 9).

6.

7 While Standard & Poor's 400 series comprises companies

9. of widely diverse risks, many of which are quite dis-

9. similar to South Carolina Electric & Gas, the S&P aver-

10. age is widely followed by the investment community, and
11. is viewed as representative of the industrial sector.

12. The fact that Standard & Poor 's 400 index shows a cur-
13. rent earnings rate of above 15.0 percent is therefore

14. entitled to some weight.

15.

16. Q. Would you now explain your selection of samples of in-
17 dustrial companies whose investment risks you regard as
18. similar to those of electric utilities, focusing first

19. on the conceptual approach?

20.

21. A. My selection of samples of industrials was governed by
22. the desire to achieve a closer comparability with the

23. investment risk characteristics of electric utilities

24. than that represented by the Standard & Poor's 400
25. average.

26.

27 The three dominant economic characteristics of electric
28. uti)ities are a high capital intensity, a franchise to

29. serve a particular territory, and relatively stable de-

30. mand conditions over the course of the business cycle.

31.
32. With respect to capital intensity, SCE&G's capital
33. turnover in 1977-1978 was 0.4, compared to about 2.0

34. for the preponderance of industrials. This constitutes

35. an element of risk exceeding that of industrials, parti-

36. cularly in periods of inflation.
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.

1. With respect to the other two characteristics, indus-

2. trials do not generally have the advantage of protected
3. market, and the demand for their products fluctuates

4. more widely over the business cycle than the demand for
5. utility, services. Primarily on the basis of these

4. latter two characteristics, security analysts have

7 traditionally ranked the common equities of electric

8. utilities as relatively high-grade investments, essen-

9. tially because they are characterized by relatively

10. high stability of equity returns.

11.
12. Instability of returns is, of course, only one of sever-

13. al indicators of risk. Investments in companies which

14. experience stable but low earnings are not as desirable
15. as those whose earnings fluctuate around a higher level
16. of earnings. Thus, in selecting samples of comparable

17 industrials, it is important to consider both the level

18. and stability of earnings.

19.

20. Q. Please describe the selection process of the three

21. samples selected from nine industries with stable
22. earnings.

23.
24. A. The selection process proceeded in several stages. (A

25. detailed description is contained in Appendix A to the

26. statistical exhibit.)

27.
28. The first step was a selection of stable industries

29. from the thirty major and sub-industry classification

30. of Federal Trade Commission.1/ Nine of these indus-

31. tries were selected on the basis of the dual criteria
32. of (1) a level of earnings that was within plus or

33,

34* 1/ The 1974 Federal Trade Commission's Quarterly Financial
Report of Manufacturing Corporations lists 30 major and
sub-industries. Reliance on the 1974 publication was
viewed as preferable to the use of the present classifi-
cation because an industry reclassification, undertaken
in 1974, reduced the number of industrieg f r,og 3p ,tp
21, excluding " miscellaneous". ./ Ut 4
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1. minus one standard deviation of the average of theg
2. group of thirty industries, and (2) a high degree of

'

3. stability of earnings during the last fifteen yeaers,

4. i. e., the lower 40 percent of the industries, arrayed

5. by their coefficients of variation.l_/.

6.

'. Second, within these nine industries, companies were

9. selected on the basis of stability of returns during

9. the last ten years, i.e., companies whose earnings

10. exceeded or fell short of the acerage by more than one

11. standard deviation were eliminated. This criterion was

12. designed to eliminate those companies whose earnings

13. are chronically depressed and which do not meet the

14. capital attraction standard, as well as those companies

15. viewed askance by the Court in Bluefield as " highly

16. profitable" enterprises.

17

18. Third, the companies selected in the second step were
19. arrayed by their coefficie'nts of variation. The first

20. two samples were selected from companies in the lower
21. 40 percent of this array and, within that array those
22. companies were selected whose common stock may be viewed
23. by investors as being of the same quality as that of
24. utilities. Since investors are influenced by what they
25. regard as unbiased criteria used by rating agencies,
26. the ankings given to stocks become an appropriate cri-
27. terion for selection.
28.
29' The common stcck of South Carolina Electric & Gas is
3 0 _. ranked "A " by Standard & Poor *s; comparision with "A "
31' ranked industrials thus appears appropriate. However,

32. since the rankings of stocks are partly a reflection of
33,

34.
1/ The standard deviation is a measure of the degree of

dispersion of observations from the mean. Mathematically,
it is the square root of the average of the squared
deviations from the mean of the observed data. The
coefficient of variation is the standard deviation
divided by the average.
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1. the level of earnings -- thereby introducing an element

.2. of circularity -- and to avoid giving undue weight to a

3. single ranking, I expanded the selection process to
4. embrace companies with a Standard & Poor's ranking of
5. "A". (For an explanation of rankings, see Appendix B
6. to the statistical exhibit, p. 10.) These criteria

'. resulted in the selection of 26 "A" and 30 "A " ranked

8. industrials.

9.

10. The third sample reflects companies with 1977 revenues
11. in excess of $250 million and whose stability of equity

12. returns, measured by the ten-year coefficient of varia-
13. tion, was the same as that of the group of 24 combina-

14. tion electric-gas utilities (11.6 oercent) . The size

15. criterion was introduced because investors give some

16. weight to size of operations; SCE&G's 1973 revenues
17. wete S486 million.

18.
19. Thus, my third sample represents companies within the
20. nine " stable" industries, whose ten-year average return

21. fell .rithin plus or minus one standard deviation of the.

22. average, and whose average coefficient of variation was
23. identical to that of the sample of 24 electric-gas

24. utilities. These criteria resulted in the selection of
25. 50 companies.

26.
27. Q. What have been the experienced earnings of these three

28. samples?
29.
30. A. The earnings of the 26 "A" ranked industrials averaged

31. 12.8 percent in 1965-1969, dropped to a low of 19. 4
32. perce-- in the 1970-1971 recession, and rose to an
33. average of 15.35 percent in 1977-1978 (Schedule 9).
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1. The earnings of the 30 "A" ranked industrials have
2. been more volatiis than those of the "A" ranked com-

3. panies, fluctuating from a high of 18.1 percent in
4. 1965-1966 to a low of 12.3 percent in 1971, and aver-

5. aging 15.65 percent in 1977-1978.
6.

The earnings of the 50 stable companies averaged 14.4'
.

5. percent in 1965-1969, declined to a low of 13.2 percent
9. in the 1971 recession, and averaged 15.45 percent in

10. 1977-1978 (Schedule 9).
11.
12. Q. Since the sample of 50 industrials is based on stabil-
13. ity of earnings, how does the average coefficient of
14. variation for this sample compare with those of your
15. other two industrial samples and with those of electric

16. utilities?

17.
18. A. The average coefficient of variation of return on bo-k
19. equity (for the ten-year period ending 1977) for the 50
20. companies was 11.6 percent, for the 26 "A" ranked com-

21. panies it was 15.4 percent, and for the 30 "A " ranked

22. industrials it was 17.1 percent.

23.
24. The average coefficient for SCE&G was 16.8 percent, for
25. the 42 electrics it was 12.6, for the 24 combination

26. electric-gas utilities 11.6, and for tha 86 electrics

27. 12.7 percent.

28.
29. By this standard, SCE&G is riskier than the average
30. electric utility and has risk characteristics between

31. the "A" and "A " ranked industrials.
32,

33. Q. Having used earnings stability as a criterion of invest-
34. ment risk, would it be correct to conclude that greater

17 Co7.
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1. earnings instability is always associated with higher

2. returns?

3.
4. A. No. Earnings instability is only one of several indi-

5. cators of risk. It lends itself as a criterion partly

5. because it is readily quantifiable, and partly because

~. it corresponds to the characterintic which the invest-
8. ment community most frequently identifies with electric

9. utilities. But it does not necessarily follow that

10. greater instability of earnings is associated with

11. higher returns, as illustrated by the fact that my

12. sample of "A " ranked companies did not always achieve
13. higher raturns than the "A" ranked companies.

14.
15. To understand this apparent contradition, one need only

16. recall that we are here looking at experienced rather

17. than propsective earnings. The economic proposition is

18. that those which have higher r'.ks should have the

19. opportunity to achieve higher Itturns. It is not that

20. those which have high risks do in fact achieve higher

21. returns. Stated dif2erently, if those which have high

22. risks did in fact achieve high returns, then they prob-

23. ably would not be viewed n risky. Thus, it is not

24. surprising that those with greater variacility do not

25. always achieve a level of earnings that is commensurate

26. with their risks.
27.
28. Q. Would you now describe your third group cf companies?
29.
30. A. The selection of the third group rests conceptually on

31. the same criteria as the previously described groups,
32. except that the companies are selected from all manu-
33. facturing industries, rather than only from the nine
34. stable industries.

. ,, v ,
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1. Thus, the first step was to eliminate companies whose

2. earnings exceeded or fell' short of the average by more
3. than one standard deviation; next, the companies were

4. arrayed by coefficients of variation. From companies

5. in the lower 40 percent of this array, two samples were
6. selected on the basis of common stock rankings: 46 "A"

.
ranked companies and 58 "A " ranked companies. The

8. third sample comprises companies with 1977 revenues
9. above $250 million, whose coefficient of variation, on

10. the average, was equal to that of the 24 combination
11. electric-gas utilities (11. 6 percent) . 70 companies

12. satisfied these criteria.

13.
14. Q. What were the experienced earnings of these samples?
15.
16. A. The 46 "A" ranked companies experienced an average
17. return of 15.6 percent in 1977-1978; the 58 "A " ranked
18. companies 14.5 percent, and the 70 stable companies
19. 15.0 percent (Schedule 9).

20.

21. The average coef ficient of variation of the 46 "A"

22. ranked companies was 15.8 percent and of the 58 "A "

23. ranked companies 18.9 percent, or very close to the
24. 16.9 percent experienced by SCE&G.

25.
26. Q. What conclusions do you draw from your analysis of the
27. earnings experience of your six samples of industrials?
28.
29. A. The 1978 earnings level of industrial companies selected
30. on the basis of long-term earnings stability and invest-

31. ment rankings similar to those of SCE&G was above 15 per-
32. cent, and is currently probably close to 16.0 percent.

33. However, in view of the Administration's wage / price
34. guidelines, and the on-going recession, I believe the

, , , ,
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1. prospective 1980 earnings level lies below the current
2. earnings level, namely at the approximately 14.50 to
3. 15.0 percent level experienced in 1977-1978.
4.

5. The acceptance of this result as a measure of the re-
5. turn requirement for SCE&G is dependent on further

comparative risk evaluations, made in connection with'
.

9. the application of the financial integrity tests.

9.

10. Q. In selecting samples of industrials on the basis of
11. stability, have you given consideration to the use of
12. the beta factor?

13.
14. A. Yes. The beta factor measures either the relative
15. price stability of a stock or the relative stability of
16. the investor's return (change in price plus dividends) .

17. Whether investors prefer stocks with a high or low
18. degree of price stability depends on whether the market
19. is rising or falling. I do not regard the beta factor

20. as an appropriate criterion of selection, partly because
21. a market variability measure of risk is conceptually

22. incompatible with the comparable earnings standard, and
23. partly because beta factors are frequently unreliable
24. measures of risk.

25.
26. Q. Can you provide some illustrations?

27

28. A. Yes. Let us assume an investor has the choice of put-

29. ting his money in a savings and loan association or in
30. a bond whose principal is adjusted for the change in
31. the value of dollar.1/ Since there will be no fluctua-

32. tion in the nominal value of the savings certificate,

33. it has a beta of zero. In periods of inflation, the

34. price of the purchasing power parity bond will rise so

-1/ In 1952, the French Government issued such a bond, tied
to the price of a 20-f ranc gold coin. , ,,
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1. that it will have a beta greater than zero, and would

2. thus appear riskier than the savings account. It is

3. perhaps obvious that the greater risk, in terms of

4. ability to maintain the real value of the investment,

5. lies with the savings account.

6.
'. Value Line (July 6, 1979), a widely used investment

9. advisory service, computes the beta (price variability)

9. for SCE&G at 0.70, compared to 0.68 for the 24 electric-

10. gas companies and 0.70 for the group of 42 electric

11. utilities.

12.
13. My reservation with respect to the reliability of betas

14. arises, in part, from the dispersion of betas for com-

15. panies with essentially similar risks, and from s.i.milar

16. betas for companies with quite different risks. To

17 illustrate, the average betas, and corresponding stock

18. rankings, for the group of 86 electrics -- broken down

19. by Moody's bond ratings (July 1979) -- are as follows:

20.
21. Value Line Moody's

22. Moody's Number of Average Stock Rankings
Bond Ratings Companies Beta A A- B+

23.
"Aaa" 1 0.65 1

24.
"Aa" 32 0.70 9 21 2

25. "A" 38 0.67 4 20 14
"Baa" 13 0.70 7 626.

Not rated _2 0.65 2
,y_ _ - -

28. Total 86 0.69 13 49 24

29.

30. Based on bond ratings and the cortesponding stock rank-

31. ings, it is perhaps obvious that the risk'of the 32

32. "Aa" rated companies is less and the investment quality

33. is better than that of the 13 "Baa" rated companies;

34. yet, the average betas suggest that the two groups are

35. of equal risk.

.
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1. b. The financial integrity test

2.

3. Q. What is your definition of financial integrity?

4.

5. A. There are two levels of financial integrity:

6.
'. First, there is a minimum level, which calls for earn-

3. ings sufficient not only to achieve an appropriate

9. coverage ot fixed charges, but also -- provided stock

10. markets are reasonsbly stable and not unduly depressed --

11. to permit a company to raise new equity capital without

12. diluting the existing stockholders' investment. Nearly

13. every firm -- even one whose capital is impaired -- can

14. attract equity capital if the integrity of the capital

15. previously committed is disregarded and new equity is
16. sold below book value.

17.
18. Second, there is a level of financial integrity which

19. is consistent with the opportunity cost principle and

20. satisfies both the comparable earnings and capital

21. attraction tests. It is a level of earnings that is

22. sufficient to maintain the value of the procerty at a

23. level consistent with the values prevailing for indus-

24. trial stocks of similar investment grade.

25.
26. Under either definition, attention to market-to-book

27 ratios becomes an important aspect of determining the

28. required return.

29.

30. Q. In the context of your first definition of financial

31. integrity, please discuss interest coverage.

32.
33. A. Interest coverages are a test for avoiding difficulties

34, in financing debt rather than a standard of reasonable

. , , n_ ,
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1. return. While the celevant interest coverage, at the

2. time of financing, is computed on a projected pro-forma

3. basis, for comparative purposes, only experienced inter-

4. est coverage data are available.

5.
6. The interest coverage of SCE&G declined from 6.04 in

1965 to a low of 2.32 in 1974, and has since recovered'
.

9. to 2.71 in 1979, on a before-tax basis, but including

9. AFUDC. Excluding AFUDC, the interest coverage was 2.17
10. in 1978 (Schedule 10).

11.
12. It should be noted that, in each of the last three

13. years -- 1976 to 1978 -- the interest coverage of SCE&G
14. was below the average of the 24 electric-gas, the 42

15. electric utilities and the 86 utilities, irrespective

16. of whether the computation includes or excludes AFUDC.
17

@ 18. Q. Would you now elaborate on the two levels of financial

19. integrity?

20.

21. A. The first relates to the necessity of avoiding placing

22. a utility in a situation where it is faced with the

23. need to raise new equity capital below book value. The

24. second relates to permitting utilities to achieve a

25. level of financial integrity commensurate with that of

26. comparable risk industrials.

27

28. There is now virtually unanimous agreement among regu-

29. latory practitioners that it is desirable to grant

30. utilities, at a minimum, a level of earnings that will

31. permit a company to raise equity at no less than book

32. value. To have reasonable assurance of raising equity

33. at a book value, the market price needs to be about 6

34. to 7 percent above book value, because the sale of new

! C:3
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stock entails underwriting costs, and typically pro-'
_.

2. duces downward pressure on the stock. It should also

3. allow a leeway of at leaqt 3 percent for unforeseen

4. market fluctuations.

5.
6. To set a market-to-book ratio of 110 cercent as a stan-

dard of regulation is unfair to investors and inconsis-'
.

8. tent with the alternative opportunity cost principle.

9. Investors do r.ot buy the common stocks of utilities

10. with the expectation of having the value of their capi-

11. tal limited to 10 percent above the nominal dollar

12. value. Instead, they buy the stock in the expectation

13. of maintaining a dividend income stream, hopefully in

14. dollars of constant purchasing power, and achieving

15. some capital gains.

16.
17. The investor in utilities is aware that the company's

18. earnings potential will be limited to that of other

19. enterprises of similar investment risks. If other

20. enterprises -- particularly industrials selected on the

21. basis of risk characteristics similar to utilities --

22. are able to achieve a level of earnings which produces

23. market prices considerably above book value, then the

24. alternative opportunity cost concept calls for permit-

25. ting utilities an earnings opportunity that, if

26. achieved, should produce approximately similar market-
27. to-book ratios.

28.

29. I wish to emphasize, however, that regulation has neither
30. an obligation to bail out investors who have committed
31. funds in earlier periods at higher prices nor should it

32. strive to fix a return that will maintain a particular

33. market price. The Commission has no control over the
34. factors that influence broad segments of the capital

35. market. Nevertheless, regulation should strive to

36. avoid an impairment of financial integrity.

,,7 p: a-
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.

1. Q. Has South Carolina Electric & Gas been able to maintain

2. its financial integrity?

3.
4. A. Not since the beginning of 1978, and only barely in the

5 two preceding years. In the first quarter of 1978

6. SCE&G's market-to-book ratio was 102 percent, declining

to 94 percent in the last quarter of 1978, and fu'ther' r.

9. declining to 87 percent in the second quarter of 1979

9. (Schedule 11).
10.
11. In each of the years 1974 through 1979 the company

12, issued new common stock. For the 1974 and 1975 issues,

13. the net proceeds were 54 and 91 percent of book value;

14. for the 1976 and 1977 issues, the net proceeds were 104

15. and 108 percent of book value, and for the 1978 and

16. 1979 issues the ratios were 99 and 88 percent. The

17. Company's financial integrity has therefore been impaired.

18.
19. Q. Despite these low market-to-book ratios, have not inves-

20. tors done quite well over the last twenty years in

21. SCE & G's stock?
22.
23. A. No. I have made a study of investors' experienced re-

24. turns -- defined as the sum of changes in market value

25. and reinvestment of dividends -- for the period 1960-

26. 1978. The results are set forth in Schedule 12 in the

27 form of a " mileage chart", showing the experienced re-

28. turns (before deduction of brokerage costs) from the

29. purchase and sale of 100 shares of SCE&G (at annual
30. average prices) for 171 different holding periods rang-

31. ing from one to 18 years.

: ^'? CT5
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1. An analysis of the data for short holding ceriods shows

2. that in only eight of the 18 one-year periods did the

3. investor achieve a return of over 6 percent. For three-

4. year periods, the return exceeded 6 percent in only six

5. of a possible sixteen periods, and exceeded 10 9ercent

6. in only four instances.

'
.

9. Since utilities are typically viewed as a long-term

9. investment, the results for the longer periods are more

10. meaningful. For five-year holding periods the inves-

11. tors' return exceeded 6 percent in only four out of a

12. possible fouteen periods, and for ten-year holding

13. periods the highest return achieved out of a possible

14. nine instances was 5.4 percent.

15.
16. Q. You stated earlier that you intended to infer differ-

17. ences in risks from investors' market appraisals of

18. utility equities. Would you please explain?

19.
20. A. A comparative analysis of market-to-book ratios pro-

21. vides, in my opinion, significant insight, though not a

22. precise measure, into investors' appraisals of differ-

23. ential risk. The proposition stems from elementary

24. financial theory, as observed in the bond market. Given

25. identical coupon rates and dates of maturity, the riskier

26. bonds will sell at higher yields than the higher grade

27, bonds. Thus, differences in market to face value re-

28. flect differences in risks. Translated into the stock

29. market, given identical earnings and' expectations as to
30. growth, differences in market-to-book ratios may be
31. - said to reflect investor appraisals of differences in

32. risk.

i 7 076
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1. The relationship between earnings on book and market-

2. to-book ratios is, of course, equivalent to earnings /

3. price ratios (E/B P/B = E/P] . The distinction be-*

4. tween a comparative analysis of earnings / price ratios

5. and market-to-book ratios is that, while the former may

6. provide an indication of differences in risks, the

. latter provides both an indication of relative risks

8. .(if all other factors are equal) and the level of earn-

9. ings necessary to maintain an adequate degree of fin-

10. ancial integrity.

i t. .

12. As with other techniques of measurement, market-to-book

13. ratios cannot be used as a precise formula to determine

14. either risk differences or reasonable earnings require-

15. ments, for the reason that factors other than earnings

16. influence market price. Market-to-book ratios are

17 significantly influenced by the state of investor confi-

18. dence, which frequently incorporates an element of

19. irrationality (both optimistic and pessimistic) with

20. respect to future earnings capacity.

21.
22. Q. Does an analysis of the relation between returns on

23. equity and market-to-book ratios bear out the preceding

24. hypothesis?

25.
26. A. Yes, as illustrated by the following analysis:

27

28. There is a positive correlation between the level.

29. of returns and market-to-book ratios. To illus-

30. trate by reference to th2 samples selected from

31. the nine stable industries, the higher returns on

32. equity achieved by the sample of 50 stable indus-

33. trials were consistently accompanied by higher
34, market-to-book ratios in comparison with the

. ,, p.
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1. sample of 26 "A" ranked industrials (Schedule 13).

2. (A comparison between the "A" and "A " ranked

3. industrials does not show a similar consistent

4. pattern, since the probability of achieving the

5. expected return is less for the "A " ranked com-

6- panies.)
7

3. Given approximately the same level of returns (and.

9. expectations as to growth), differences in market-

10. to-book ratios reflect investor evaluations of
11. differences in risks. To illustrate, in 1976-

12. 1978, the 26 "A" ranked industrials achieved approx-

13. imately the same level of return as the 30 "A "

14. ranked industrials (14.9 percent vs. 15.3 percent,

15. Schedule 13). However , the average market-to-book

16. ratios of the "A " ranked companies were below

17 those of the "A" rank :ompanies (121 percent vs..

18. 128 percent) , an illustration of the former's

19. relatively higher risk.
20.
21. Given approximately the same market-to-book ratios,.

22. differences in returns (assuming similar expecta-

23- tions as to growth) reflect differences in risks.
24. To illustrate by reference to the samples selected

25. from all industries, in the period 1976-1978, the

26. average market-to-book ratios of the 46 "A" ranked
27 industrials were virtually identical to those of
28. the 70 stable companies (134 vs. 135 percent,
29. Schedule 14) but the returns of the 46 companies
30, were consistently higher than those of the 70
31. companies (15.4 percent vs. 14.8 percent) . This
32. suggests that the companits with a high degree of
'3*'

stability are viewed by investors as less risky
34. than the "A" ranked companies. Stated differently,

.
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1. a lesser return is required to achieve the same

2. deg~ree of financial integrity for the group of 70

3. as for the 46 companies.

4.

5. Turning now to a comparison between utilities and

6. industrials, the data indicate that in 1965-1966, when

7 the 42 electrics were earning at a rate of 13.0-13.3

8. percent, they were selling at a higher market-to-book

9. ratio than the two samples of "A" ranked industrials

10. whose earnings rates were at that time in the range of
11. 13.25 to 13.8 percent (Schedules 11, 13 and 14). I

12. believe it reasonable to infer that in the mid-1960's

13. investors regarded electric utilities as less risky

14. than investment-grade industrials.

15.
16. Q. Has there been any change in that appraisal?

17.

18. A. Yes. There was a complete reversal in the early 1970's.

19. Ac the earnings of electrics declined in the early

20. 1970's investors became increasingly aware that the

21. fundamental economics of the industry had changed from

22. a decreasing to an increasing cost industry. The

23. reasons for the shift arose from an apparent diminu-

24. tion of economies of scale, the rise in operating

25. costs, rapidly escalating fuel costs, increasing cost

26. of plant per Kw, and higher costs of capital. The
27 trend toward higher costs coincided with the need to
28. make large capital expenditures both for growing cus-
29. tomer demand and environmental protection needs. The

30. combined impact of rising costs, regulatory lag and a
31. reluctance to grant rate increases, brought about

*

32. increasingly severe erosion and attrition of earnings.
33. These factors caused investors to view electric utility

34. equities initially as riskier than investment-grade

35. industrials and at the present time at about equal

36. risk with these industrials.
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1. Q. Is that change in investor evaluation of risks of

2. utilities confirmed by an analysis of the relationship

3. between equity return and market-to-book ratios in the
4. 1970's?

5.
6. A. Yes. In 1970-1972, the average earnings of the 86

electrics and the 46 "A" ranked industrials were vir-'
.

6. tually identical (12.2 vs. 12.3 percent; Schedules 11
9. and 14). However, the market-to-book ratio of the

10. electrics averaged 139 percent compared to 206 percent
11. for the 46 industrials. I believe these data permit

12. the inference that by the beginning of the decade

13. investors viewed electric utilities as relatively

14. riskier than the stable industrials.

15.
16. Since the stock market in 1974-1975 for the electrics
17. was characterized by fear and erratic gyrations, it

18. lacks the prerequisites for an analysis of the rela-

19. tion between earnings and market-to-book ratios.

20,

21. In the period 1977-1978, the average return of the 86
22. electrics was 11.65 percent (Schedule 11); for the 70

23. stable industrials (selected from all manufacturing

24. industries) the returns averaged 15.0 percent. The

25. market-to-book ratios of the electrics averaged 97

26. percent compared to 129 percent for the 70 indus-
27. trials. Hence the earnings of these investment-grade
28. industrials exceeded those of the electrics by 31

29. percent (15.3 11.65), but the market-to-book ratios

30. were 33 percent higher (129 97).

31.
32. Allowing for the fact that small differences in rela-

33. tive capitalization rates may be caused by differences
'4. in expectations, in my opinion the above data warrant

*6/7 rnlya/ UQ
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1. the inference that investors now regard electric utili-

2. ties, on the average, as being as risky as investment-

3. grade industrials.

4.

5. Q. What does a similar analysis show for South Carolina

6. Electric & Gas?

7.
3. A. SCE&G achieved a return on average common equity of 13.2
9. percent in 1977 and 12.8 percent in 1978, compared to a

10. return of 11.7 percent and 11.6 percent for the 86 elec-
11. trics. SCE&G's 12 percent higher return for the two

12. years (13.0 vs. 11.65 percent) was accompanied by only a
13. 7 percent higher average market-to-book ratio (104 vs. 97
14. percent) . Assuming that investors have approximately
15. equal expectations with respect to future earnings of
16. SCE&G and the average electric utility, these data

l '/ . suggest that SCE&G is regarded as slightly riskier than
18. the average electric utility. The investors' less

19. favorable valuation of the Company's earnings is pro-

20. bably due to SCE&G's relatively high proportion of AFUDC.
21.
22. The above data also indicate that an experienced re-

23. turn of 13.0 percent is insufficient to maintain a

24. minimum degree of financial integrity.

25.
26. Q. The preceding comparisons have been between SCE&G and
27. the NYSE universe of 86 electric utilities. What is

28. your anal.ysis of the differences in risks between gas
29. distributors and electrics and between electric and
30. combination electric-gas utilities?

31.
32. A. Investors have consistently regarded gac distributors

33, as more ris' y than electric utilities. Throughout the

34. last ten years, a higher return was required for gas

1n/7 rn4
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1. distributors to achieve the same market-to-book ratio
2. as the return required by electric utilities

3. (Schedule 11).
4.

5. In the mid-1960 's the higher risks of gas distribution

6. . negatively influenced investors' relative valuation of~

7. combination electric-gas utilities. However, this was

8. no longer the case in recent years. Thus, in 1977-

9. 1978, the average return of both the 42 electrics as

10. well as the 24 combination electric-gas utilities was
~

11. 11.75 percent; the average market-to-book ratio of the
12. former was 98 percent, and the latter 97 percent.

13. These data together with the quarterly data shown on

14. Schedule 11, suggest that the market views the average

15. electric utility as having approximatel, the same risk

16. as the average combination electric-gas utility. I

17. therefore conclude that the same rate of return should
18. be applied to SCE&G's electric and gas properties.
19.
20. Q. % r.u t is your conclusion as to a reasonable equity
21. return allowance for SCE&G based on the comparable

22. earnings-financial integrity test?

23.
24. A. 'With a prospective equity ratio of 33 percent, I con-

25. clude that a reasonable equity return allowance for

26. SCE&G is in the range of 14.50 to 15.0 percent.

27

28. My conclusion takes account of the Company's business
29. and financial risks, and is intended to indicate the

.

20. Jevel that would permit the Company to achieve a de-
31. gree of financial integrity commensurate with that of
32. industrials of similar risk. I recognize, of course,

33- that the Company's rate application incorporates an

34. equity return of only 13 percent.

*^'7 pno
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1. c. The capital attraction standard

2.

3. Q. Pleas'e explain the capital attraction test.

4.

5. A. The caoital attraction test seeks to infer -- from

5. stock market data -- the rate of return which induce 3
' inv'estors to commit new equity capital. Since the.

T. price of a security is the discounted value of the

9. future stream of dividends (or other recoveries of
10. value), the investor's capitalization rate aay be com-

11. puted by the following formula: current dividend

12. yield plus the anticipated rate of growth in dividends

13. or earnings, usually referred to as the discounted cash

14. flow cost (DCF). The DCF cost reflects the opportunity

15. cost by reference to market values; in principle it is

16. the rate which equates market value to book value.

17.
18. I approach the estimation of investors' opportunity

19. cost with considerabl:r more trepidation than the esti-

20. mation of the opportur.ity cost by reference to a book

21. equity, essentially for the reason that, no matter how

22. precise the mathematical formulation may ', it rests

23. on inferences with respect to motivations governing

24. investor expectations. The fact that stock prices are

25. subject te erratic gyrations, which may overshadow

26. valuations of prospective growth, constitutes a further

27. limitation. The DCF formula also rests on the propcsi-

28. tions that (1) either past rates of growth will con-
29. tinue to infinity (or that the capitaliza'. ion rates

30. will not change), and (2) changes in rates of growth
31. are offset by changes in dividend yield. These pro-

32. positions are only partially valid.

*o/7 pn7
LJ VbJ



-49-

1. Despite these limitations, the cost of capital formula

2. has gained widespread acceptance among investment and
3. rate of return analysts, largely because it represents

4. a theoretically accurate formulation of the current

5. cost -- not the fair return -- of attracting capital,

6. and because it satisfies the quest for mathematical

~. precision which some believe obviates the need for

9. reliance on judgment. The enumeration of its limita-

9. tions, however, should make it abundantly clear that it

10. cannot be used without the exercise of considerable

11. judgment, particularly with respect to the time period

12. over which growth rates are computed and the degree to

13. which current dividend yields reflect uncertainties

14. that the future earnings growth will exceed or fall

15. short of the past growth.

13.
17. Q. Should the cost of capital be measured solely by refer-

18. ence to the particular regulated company?

19.
20. A. In theory it should, because the company's own cost

21. presumably reflects its unique risks. However, reli-

22. ance on a particular company's indicated cost of capi-

23. tal involves a degree of circularity, described ir a

24. recent Staff memorandum of the Federal Energy Regula-

25. tory Commission (Docket RM 78-2, p. 7):

26.
27 "In regulated industries futur_ cividend giawth

depends largely on the rates of return that the
28. regulators allow in time to come. So estimates of

29. future growth in dividends and earnings are really
" guesstimates" about the regulators' future behavior

30. patterns. This means that the regulatory body is

31. using other people's hunches about. what it itself
is likely to do in the future to set rates of

32. return in the present. Some may see a certain

33. circularity here.a/a

34.
af Bonbright, Principles of Public Utility Rates (1961) at

253, n. 12.
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1. Because of the possibility of circularity, I believe it

2. useful to test the DCF result derived from a company's

3. own experience by reference to investor return require-

4. ments estimated from broad segments of the capital mar-

5. kets, particularly industrials. -

6.
~. Q. Please proceed with an explanation of the cost of capi-

9. tal computed by the DCF formula.

9.

10. A. Focusing first on dividend yields, they are signifi-

11. cantly affected by investors' anticipations with re-

12. spect to growth and the company's payout ratio. At a

13. given level of earnings, lower payout ratios will per-

14. mit greater growth in earnings, and thus produce lower

15. dividend yields.

16.
17 SCE&G's dividend rates were Sl.56 in 1977 and $1.62 in

18. 1978. The payout ratio was 69.8 percent in 1977 and

19. 71.0 percent in 1978, which was virtually identical to

20. that of the other groups of utilities, but twice the

21. level - " the industrials (Schedules 15 and 16).

22.

23. Turning to dividend yields, SCE&G's yield rose from 8.2

24. percent in the second quarter of 1977 to 9.1 percent in

25. the second quarter of 1978 to 10.4 percent in the sec-

26. ond quarter of 1979. By comparison, the yield on indus-

27 trials has been in the range of 4.5 to 5.0 percent.

28. During each of the last four years, SCE&G's annual

29. dividend yield was consistently above the average for

30. the 24 electric-gas utilities, the 42 electrics or the

31. 86 utilities (Schedules 17 and 18).
32.
33- In my opinion, SCE&G's current dividend yield over-
34. states the prospective dividend yield which may reason-

35. ably be expected, on the assumptions that interest

i '' ', 7, C1 uJi. 0r
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1. rates will decline slightly and that the Commission

2. will grant the Company's rate increase application.

3.

4. I estimate SCE&G's prospective dividend yield for late

5. 1979 and 1980 at 9.75 percent, which assumes that the

6. stock will be selling closer to book value, and is thus

more consistent with the premise on which the DCF for-'
.

9. mula rests, namely, that the capitalization rate wil.'

9. equate market and book value.

10.

11. Q. Turning now to growth rates, what technique have you

12. used for the computation of growth rates for SCE&G?

13.
14. A. I have computed growth rates in per share earnings,

15. dividends, and book values on two bases: First, annual

16. percentage changes and second, compound rates of growth

17. by reference to the "least squares" technique for a

19. series of successive three , five , seven , and ten-

19. year periods. In view of the sensitivity and variability

20. of the data, the chances of drawing a reasonable infer-

21. ence as to investor expectations are imoroved by look-

22. ing to successive, overlapping periods.

23.
24. While investors are interested in dividends, growth in

25. dividends is dependent on managerial policies with re-

26. spect to payout ratios, which are dependent on earn-

27. ings. I have also computed growth in book value --

28. although investors do not look to that measure -- partly

29. because growth in book value usually shows a far greater

30. stability over time, and may therefore provide a better

31. indication of the probable future growth in dividends

32. or earnings.

o
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1. Q. What is your analysis of the experienced growth rates?
2.

3. A. A review of annual growth rates in earnings (Schedule

4. 19) shows such wide variations from one year to the

5. next as to permit no reasonable inference as to iaves-

6. tor expectations. With respect to dividends, SCE&G's

?. annual dividend rate increases averaged 5.75 percent

S. between 1964 and 1974 and showed no increase in 1975.
9. In 1976 and 1977, the company increased the dividend

10. rate by 4 cents a share, and in 1978 and 1979 by 6

11. cents a share, or about 3.75 percent. I believe in-

12. vestors may assume an increase of at least 6 cents, or

13. possibly 7 cents from the present rate of $1.68, which

14, would place the growth rate in the range of 3.75 to 4.2

15. percent.

16.
17. Turning now to the compound rates of growth computed on
18. the basis of least squares for successive periods end-

19. ing in 1976 to 1978, and focusing first on growth in
20. earnings per share, the data show such a wide dispersion
21. as to preclude an inference as to investors' expecta-

22. tions. But this does not constitute an insuperable

23. barrier.

24.

25. The Company's requested rate increase incorporates the

26. same 13 percent return on equity as aporoved by the

27. Commission in 1977. In view of the in:rease in the

28. cost of equity capital experienced during the last two

29. years, I believe investors may reasonably anticipate

30. approval of that rate. If the Company is able to earn

31. 13 percent, and maintains a dividend payout ratio of

32. about 70 percent, then its growth in earnings will be

33. 3.9 percent.

;,, re7
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1. Turning to growth in dividends per share, the "least

2. squares" growth rates do not provide a more reliable
3. basis for estimation than the previous review of the

4. Company's dividend policy, which suggested a growth
5. rate of 3.75 to 4.2 percent.

b.
7 Turning to growth in book value per share, the fact
9. that SCE&G sold new equity below book value tends to

9. understate the growth more for the shorter than the

10. longer periods. Thus, for the three-year periods the

11. growth rates have ranged from a negative 1.3 percent to
12. a positive 3.3 percent, for five-year periods from 0.3

13. to 1.0 percent, for seven-year periods from 1.4 to 3.3

14. percent and for ten-year periods from 3.5 to 5.2 per-

15. cent. These data do not provide a basis for estimating

16. investor expectations.

17

18. Q. What is your conclusion with respect to investors'

19. growth rate expectations'for South Carolina Electric &
20. Gas, and the current cost of attracting capital?

21.
22. A. I conclude that investors may reasonably expect a near-

23. term growth rate of 3.75 to 4.0 cercent.

24.

25. With a projected ~ dividend yield of 9.75 percent, and a
26. growth rate of 3.75 to 4.0 percent, the current " bare
27. bones" cost of capital is 13.5 to 13.75 percent exclud-

28. ing financing costs and market pressure. That cost,

29. however, is not the fair return.

30.

31. Q. How does the " bare bones" cost of 13.50 to 13.75 per-

32. cent for South Carolina Electric & Gas comoare to that
33- of industrials?

-7 ngs
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1. A. The current dividend yield for the six groups of indus-

2. trials is in the range of 4.5 to 5.0 percent
'

3. (Schedule 18).
4.

3. The rate of growth in earnings per share show a genet-

6. ally rising trend, typically exceeding 10 percent

(Schedule 21). The growth in dividends per share shows*
.

9. a sharply rising trend for the three- and five-year

9. periods, and a lesser, but distinctly upward trend for
10. the seven- and ten-year periods (Schedule 22). An

11. average of seven- and ten-year periods ending in 1978
12. shows a growth rate of 8.7 percent. The growth in

13. book value per share shows a generally rising trend

14. for three- and five-year periods, and a mixed pattern

15. of rising trend for some groups and a declining trend

16. for other groups for the eeven- and ten-year periods
17 (Schedule 23). An average of the seven- and ten-year

18. periods ending in 1978 shows a growth rate of 8.8
19. percent.

20.
21. Based on the above data, I conclude that irvestors may

22. reasonably expect a growth of approximateif 9.0 percent,

23. so that the indicated " bare bones" current cost of
24. capital for those six groups of industrials is approxi-

25. mately 13.5 to 14.0 percent, very close to that of SCE&G.
26.
27. Q. Returning to South Carolina Electric & Gas, what is
28. your estimate of the cost of financing, market pres-

29. sure, and the allowance for market volatility?

30.

31. A'. SCE&G's financing costs for its last four common stock
32. issues ranged from 3.2 percent in 1977 to 3.7 percent
33. in 1979. I shall use a 3.5 percent estimate as repre-

34. sentative of prospective conditions.

? Nu]
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1. Market pressure is the impact of a new stock issue on

2. the price of the stock. Market pressure varies widely
3. over the course of the business cycle. Studies made
4. over the last five years by reference to numerous

5. utility common stock issues indicate that market pres-
6. sure is significantly higher in declining markets than
7 in rising markets. The range is extremely wide, from
3. virt.ually zero to 15 percent.

9.
10. No statistically measurable market pressure was experi-
11. enced by SCE&G in its last four issues; in the preced-

i12. ing issues of l974 and 1975 the market pressure was 8.4
13. and 6.4 percent.1/ Whether the absence of market pres-
14. sure in recent issues was fortuitous or a reflection of
15. management's good timing is not possible to ascertain.
16. In my opinion, the cost of attracting capital should
17. include a market pressure of at least 3 percent.
18.
19. I therefore estimate the sum of financing costs an'd
20. market pressure at 6.5 percent. There should also be
21. an allowance for unpredictable market swings of at
22. least 3 percent, so that the total cost is about 9.5

23. percent.

24.

25. Considerable controversy has arisen in recent years
26. over whether the financing costs and market pressure
27 should be applied to the total cost of equity capital
28. or only to the dividend yield portion of the cost. In
29. the interests of avoiding controversy, I shall apply
30. solely the financing costs of 3.5 percent to the divi-
31. dend yield of 9.75 percent.
32.
33.
34. 1/ Difference between offering price and the average of

the market price of the stock 7 to 12 weeks before and
after the offering data, adjusted for trend, measured
by reference to the S&P Composite Electric Power Price
Index.

o /7 pao
b o o<



-56-

1. Q. What is your conclusion as to the total current cost of

2. . attracting capital for SCE&G?

3.

4. A. The total current cost is 13.35 to 14.1 percent, reflect--

5. ing an investor return requirement of 13.50 to 13.75

6. percent, and an allowance for financing costs of 0.35

cercentage points (9.75 4 .965 = 10.1 + 3.75 (or 4.00)'
.

13.85 (or 14.1%)].9. =

9.
10. Q. Would you please explain the reason for your statement

11. that the current cost is not the fair return?

12.
13. A. The economic meaning of a current cost estimate is

14. that, if investors were asked to provide funds for a

15. new electric utility at current prices, they would

16. require a net return (after financing and market pres-

17 sure costs) of 13.75 percent. The fair return, appli-

18. cable to an original cost rate base, differs from this

19. current cost of money because it includes partial com-

20. pensation for experienced inflation (which is reflected

21. in the comparable earnings test) .

22.
23. If the results of the cost of capital formula are applied

24. to book equity and the Comoany is able to achieve that

25. earnings level, the market value of SCE&G's stock would
26. tend to be equal to book value. Thus, to use the cur-

27 rent cost of money as a measure of the fair return is
28. to put investors on notice that, any time they purchase
29. a stock above book value, they will suffer a loss of
30, capital.

31.
32. The historical original cost theory of regulation rested
33* on the proposition that the best yardstick for values
34, was obtained through the process of arm's length

/7 .c.6

{L ># .
I



-57-

1. bargaining in a competitive market. Successive incre-

2. ments to plant and capital were intended to be on a

3. comparable basis to those originally committed to the

4. public service.

5.
6. The advent of inflation has negated the underlying pre-

'. mises of the original cost doctrine because it has

9. resulted in the illogical process of adding dollars of

9. varying purchasing power.

10.
11. The necessity of having to recognize the impact of ex-

12. perienced inflation becomes most readily apparent when

13. inflation has reached the order of magnitude experi-

14. enced in post-World War II France and Italy, or in some

15. of the South American countries. If the price level

16. doubles each year, the aggregation of dollars of vastly

17. differing purchasing power renders the end result vir-

18. tually meaningless. It then becomes clear that, if the

19. reasonableness of compensation is determined regardless
20. of the value of money, the property contributed by

21. investors can be virtually confiscated through the

22. enforcement of purely nominal valt ations as inflation

23. progresses.

24.
25. The impact of inflation is reflected in the cost of

26. labor and materials which utilities pur<,hase; it i?
27 also reflected in the use to which utility capital is
28. put. It is therefore illogical, if not discriminatory,
29. to refuse to recognize the impact of inflation in the
30. compensation to the owners of equity capital. The
31. current cost of capital therefore falls short of the
32. fair return.

33.
34.

* ^ ', 7 nc 7
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APPENDIX A

Summary of Qualifications
of

Stephen F. Sherwin

I hold the degrees of Bachelor of Business Administration
(1949), Master of Business Administration (1951), and Ph.D.

in Economics (1956), all from the University of Wisconsin.

My fields of study are Accounting, Economics, Finance and
Public Utilities.

After completing my graduate studies, I was aa instructor

in Economics at New York University. I have also been a

guest lecturer at Penn State University and The George Washing-
ton University.

In 1956 I joined Foster Associates. During the last

twenty-three years I have been a consultant to both industry

and government. In the course of these consulting activities,

I have made numerous studies on the cost of capital and reason-

able earnings requirements for airlines, electric and gas

distribution utilities, natural gas pipelines, telephone

companies, and water companies. I have also made studies of

the economics ar.d cost characteristics of the oil and gas

industry, on selected aspects of taxation, on postal economics,
and the securities industry.

The results of many of those studies have been presented
as testimony before regulatory agencies in over forty proceed-
ings in the United States and Canada.
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In the United States, I submitted rate of return evidence

before the Civil Aeronautics Board (Braniff, Continental,

National, and Western Airlines) ; the Federal Energy Regulatory

Commission (South Carolina Electric & Gas and Great Lakes Gas
Transmission); the Public Service Commissions of Florida

(Tampa Electric and General Telephone of Florida), Maryland

(Baltimore Gas & Electric), Michigan (Michigan Consolidated

Gas), Missouri (Laclede Gas), New York (St. Lawrence Gas),

North Carolina (Duke Power), Ohio (Dayton Power & Light) ,

South Carolina (South Carolina Ele'ctric & Gas), Texas (Houston

Lighting & Power), and West Virginia (Chesapeake & Potomac

Telephone Company, an AT&T subsidiary); before the Securities

and Exchange Commission (for the National Association of

Securities Daalers) on the subject of reusonable sales charges

for mutual funds; before the Interstate Commerce Commission

and the Postal Rate Commission (for the U. S. Postal Service

and two mailers' trade associations) on the costing and pric-

ing of postal services; and before the Federal Power Commission

(for Exxon, Gulf, Mobil, Texaco, and other oil companies) in

twelve proceedings (including the Permian Basin and other

Area Rate proceedings) concerned with the costing and pricing

of natural gas at points of production.

In Canada, I have submitted rate of return evidence during

the last five years in more than twenty proceedings before

the National Energy Board (TransCanada Pipelines and Westcoast

Transmission), British Columbia Energy Commission (Pacific

Northern Gas), the Ontario Energy Board (Consumers' Gas an?

Union Gas) , the Public Utility Boards of Alberta (Alberta

Power , Canadian Western Natural Gas, and Northwestern Utilities) ,

Manitoba (Greater Winnipeg Gas), and Quebec (Gazifere de

Hull).

$-, 3
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' Publications:

" Monetary Policy in Continental Western Europe (1946-1952)",
University of Wisconsin Press (1956).

" Cost of Natural Gas", Journal of Petroleum Technology, (Feb-

ruary 1965).

" Report on Principles of Costing and Rate Making for the U.S.
Postal Service", co-author with H. Herz, Presidents' Commission
on U.S. Postal Organization (1968).

" Cost of Finding Hydrocarbons", Bureau of Land Management,
Technical Bulletin'5 (May 1970).

" Economic Criteria for Postal Rate Making", Washington and
Lee University (March 1977).
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5.d. Complete the enclosed form entitled, " Financial Statistics,"
for the calendar years 1978, 1977, 1976 and for the most recent
12-month period.

RESPONSE

See following page.

,n -
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ATTACHMENT FOR ITEM NO. 5.d.

Financial Statistics .

12 Months Ended
1978 1977 1976
(dollars in millions

Earnings available to common equity $49.7 $44.0 $34.6
Average common equity 388.5 344.1 284.7

Rate of return on average common equity 12.8 12.8 12.2

Times total interest earned before FIT:
Gross income (both incl jding and excluding
AFDC) + current and deferred FIT + total
interest charges + amortization of debt Incl. AFDC 2.67 2.78 2.58
discount and expense Excl. AFDC 2.16 2.28 2.15

Times long-term interest earned before FIT:
Gross income (both including and excluding
AFDC) + current and deferred FIT + long-
term interest charges + amortization of Incl. AFDC 3.01 3.05 2.79
debt discount and expense Excl. AFDC 2.42 2.49 2.32

Bond ratings (end of period)
Standard and Poor's A A A
Moody's A A A

Times interest and preferred dividends earned
after FIT:

Gross income (both including and excluding
AFDC) + total interest charges + amortization
of debt discount and expense + preferred Incl. / OC 1.61 1.5S i.53
dividends Excl. AFDC 1 .21 1.20 1.20

AFUDC 29.2 24.5 18.3
Net income after preferred dividends 49.7 44.0 34.6

% 58.8 55.7 52.9

Market price of comon $17.00 $18.50 $19.375
Book value of common $18.44 $17.84 $17.11

Market-book ratio (end of period)* 92 104 111

Earnings avail. for common less AFDC +
depreciation and amortization, deferred
taxes, and invest, tax credit adjust. -
deferred 81.3 76.3 65.0

Common dividends 35.9 31 .5 27.0
Ra tio 44% 41% 41%

Short-term debt
Bank loans 2.0 1.8 6.5
Commercial paper 7.7 37.9 9.7

Capitalization (Amount & Percent) 1978 1977 1976
5 % $ % $ %

Long-term debt 603.2 51.5 574.8 53.5 522.1 54.1
Preferred stock 154.3 13.2 136.1 12.7 137.8 14 3
Common equity 413.8 35.3 363.1 33.8 305.1 31.6

* If subsidiary company, use parent's data. }}(7 C97



6. With respect to the South Carolina Public Service Authority:

a. Provide copies of the audited 1977, 1978, and the most
recent 12-month financial statements, including the most
recent audit report.

RESPONSE

Copies follow in requested sequence.

? -'7 nro''
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Cover
'

Santee Cooper's steady growth as an
electric utility has been shaped since

r ,it began service in 1942 by steady
increases in the demand and con-
sumption of electricity by its customers.
Those increases have shaped a
parallel growth in generating capacity
and new construction. Each KWH
block of type on the cover represents
approximately 720,000 kilowatt hours
of electricity.

!
)

)

Comparative Highlights of 1977 3

Generation and Sales
Fiscal Year Fiscal Year
1976-1977 1975-1976

Power Generated - Net . . 5.137.833.000 KWH 4.519.323.000 KWH

Purchased & Interchanged . . 317,677,956 KWH 245,063.568 KWH

Net Sa;es to Customers' . 5.104.226.288 KWH 4.485135.538 KWH

Net Peak Hourly Load' . (6-28-77) 1.089.000 KWH (8 25-75) 943.000 KWH ],

)..Net Generation, Purchases, and Net Sales
5

(1972-1977 (KWH in Thousands) O
Year Hydro Steam Gas Turbine Purchased Net 3

Generation Generation Generation Power Sales *

1972 822 517 2.920,976 647 '58.934 3.189.103 d
1973 825.562 3.459.491 6.753 256.718 3.623.630 3
1974 700.248 3.398.976 10 938 351.142 3.967.909 3

4

1975 784.102 3.012.235 10.139 718.707 4.259.300
-

1976 738.720 3.779.037 1.566 245.064 4.485.136

1977 714.415 4,402.261 21.157 369,139 5.104.226
%

*Excluuve of Sales to Other Companies

%gFINANCIAL - Fiscal Years Ended June 30,1975 & 1976 %

Fiscal Year Fiscal Year increase p
1977 1976 (Decreases

Electric Operanng Revenue $94,726.993 4 82.238.% 1 5 12.488.032 ,

.U
interest Eamed and Other Revenue 2.997.877 3,112.246 (114.369)

Operanns and Maintenance Expense 71,903.863 57,736.566 14.167.297 t

Net Revenue 8.978.217 11,901,990 (2.923.773) y

Debt Semce and indenture Requwements.
Interest on Long Term Debt 9,622,441 9,265.248 357,193

Retrement of Bonds 2,110.000 1,840.000 270.000 g

436.820 436.820 i
Payment on Central Obbgation
Payments to State of South Carolina 1,797,497 843,996 953.501 j

Taxes and Sumsin Lieu of Taxes 734.280 550,482 183.798 a

i

Equity of the State or
South Carohna 115.869.882 108.624.127 7.245.755 . >;;
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State Ownership 3 ~
Santee Cooper is an agency of the
state of South Carohna, estabbshed in
934 as the South Carohna Pubhc

ervice Authority. This ownership is
] unique in that the state has no invest-
i ment in the Authority but sti!l owns all

its properties and assets. The ongina! #
4 financing (19381942) was by a loan

and grant from the United States,
through the Pubhc Works Adminstration,
with subsequent major additions being
funded partly by earnings but pnmarily
by revenue bonds sold to private
investors

The South Carohna Pubhc Service
Authonty was estabhshed by Act No
887 of the Acts of the General Assembly ,

of South Carohna in 1934 for the
purpose of developing the Cooper,
Santee,and Congaree Rivers as

instrumentahties of interstate and intra-
state commerce. for the production,
distnbution and sale of electnc power, '

the reclamation and drainage of swampy 5

and flooded land, and the reforestation
of lands around its lakes. This was known
as the Santee-Cooper Hydroelectnc and
Navigation Project and the organization
was known and referred to as Santee.
Cooper. The hyphen in the name
was discontinued in 1976

:
.i

Advisory Board .

_

James B. Edwards e Governor :
O. Frank Thornton e Secretary of State
Daniel R. Mcl. cod e Attorney General
Earle E. Morris, Jr. * Comptroller General
Grady L. Patterson, Jr. * State Treasurer
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4 Board of Directors
Robert S. Davis B.A. Jordan
Chairman D: rector
Chairman & President Chairman me.
of R.L. Bryan Co

Board of Directors
,

Columbia. S.C- Cherokee. Inc. &
Vernon E. Sumwalt L-J.inc.
First Vice Cha:rman Co!umb:a. S C.
Attorney-at-Law
Rock Hi!!. S C- Baylis E. Lyles

D; rector

Walter T. Cox Ret red General Manager
Second Vice Chairman Electnc Cooperative
Vice President of W nosboro. S C.

,

Student Affairs and E. Jarvis Morris
Dean of Student > Director
Clemson University Owner .

Clemson. S C. Morns Real Estate
W.B. Davis, Jr. & Insurance Co.

.

Director N ncks Corner. S.C.
Bus: ness and Rea! Estate H.M. Robertson
Summerton. S.C. Director

"'"''*

ot t on Hardwareg

Vice President and N Electncal Supply
D: rector W,alterboro. S.C. "

State Record and Marvin M. ThomasState Printing Co D: rector -

Myrtle Beach. S C. Ow ner-Operator . ;-.

J. Thomas Grier Georgetown Laundry. Inc p
D: rector Georgetown. S C. p
Partner. Grier & Co g
Spartanburg. S C. @
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The Staff 5
O President and -

Chief Executwe Officer. . Wilham C. Mescher
xecutwe General Manager . . J. B Thomason

Senior Vice President. Engineering . Henry N Cyrus
Senior Vice President.

System Operat:ons . Clarence S. GramhngA Vice President.
7

Commercial Operations and >
-

'
Acting Vice President. Fmance . Joe C. Norman

Vice President.
Goternmental Affa:rs and
industnal Development . Lucas C. Padgett

Vice President. Production . . Robert V. TannerVice President .
Executnce Staff Assistant

. Wilham A. Wi hams. Jr
'

. W. Andrew BurkeGeneral Counsel . . Wallace S MurphySecretary-Treasurer .
Controller . L. P. Dorman

. W. C. WolfeGroup Manager. D:stribution
. David E. Jeffcoat

Group Manager. Engmeering. . Hiram M Hicks. Jr. 3

Group Manager. Production Operations . . Byron C. Rodgers :3

Group Manager. Transmission ',
. Albert Boyt. Jr.
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essage From 7 -

he Chairman Of The Board D. ;
.N'cal Year 1977 was a period for breaking ceremonics were conducted 9tO J

.s

ntee Cooper marked by progress in June for the project which is design- /, ',g'
d continued growth in spite of chal- ed to redivert the discharge of water

,,'* >

ges in the form of continuing inflation. used in hydroelectric generation from ocreasing availabihty of energy re- the Cooper to the Santee River and
rces and reserves. and record peak decrease the silting of Charleston

mands for electncity caused by un- Harbor.
cedented winter and summer
ather conditions. Many other strides in growth and

improvements were realized during the
e dedication, responsiveness, and year and are summarized in this annual
>fessional management of all employ- report None of this could have been
were responsible for significant and accomplished without the superb team

estone events which made 1977 an effort and commitment for improsed
vetant year for Santee Cooper and service to the orgamzation and its cus-
customers it serves. stomers on the part of our Board and

employee 3 Their efforts and contri-o tax exempt bond issues total:ng butions attest to the fact that althoughre than $300 milhon - were refunded our product is energy our most im-ower interest rates, saving more than
milhon over the hfe of the debt

portant resource is still people.

vice.This was the largest bond issue
r executed in South Carohna and the
est advance refunding issue ever g
cuted in the United States

e to the immediate cash savmgs -

ulting from the refunding, Santee
oper was able to share $800,000
i the State and $200,000 with the
nties in our retail service area.

the result of an unusual team effort
ur board and staff working with

e and county officials, Alumax. a
ifornia based corporation announc-
plans in June to build a $@0 million -

ninum reduction plant in the Santee '

3per service area. This was the
est industnal announcement made
ie country in 1977 and the larg
ever in South Carohna. Details are "

being worked out on the plant site
-

power requirements which will
ally produce at least $52 milhon per
r in additional electnc operating -

,nues.
,

eement was also react ed dunng
year between Santee Cooper and

'* M
.Army Corps of Engineers for con- ,

tion of the $96 milhon Cooper M'- |
'r Rediversion Project Ground- - ., ,

- .. - .

i
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Message From The President 9 ,

Increases in area employment, per cap;ta several years. While the growth of
income, retail saies, new construction, energy usage by retail and wholesale

ew investment, and tourism were customers is expected to track further
responsible for unprecedented growth in improven.ents in the economy, the
revenues and consumption of electnc:ty growth in industrial load should be
in Fiscal 1977. As the area economy phenomenal.
rebounded from a two year slump, The largest industrial expansion an-
Santee Cooper s total wholesale and nouncement in the nation in 1977 and
retail kilowatt-hour sales, excluding in the history of South Carohna occurred
sales to other utihties, increased 14.4% in June when Alumax, Inc., a Cali-
in 1977 compared m increases of 5.3% fornia based aluminum company, an-
in 1976 and 7.3% in 1975. Sale of nounced its plans to construct a $400
whofesafe power to Central Electric milhon pnmary reduction plant in eitherPower Cooperative and the municipah.- Berkeley or Georgetown County. Inties of Georgetown and Bamberg was up e ther case, Santee Cooper will provide
16 L compared to growth of 10% and the power. Annual electrical revenues
13 L for the two previous years. In for the first stage of this plant are
Santee Cooper s direct service area, projected to be $52 million, with the
consumption in kilowatt-hours increased figure doubbng upon completion of the
14 L for residential and commercial second stage.
customers. compared to 7.5% and 12%
for the previous consecutse y, cars. The This growth in consumption necessitates
growth in industnal consumption return. the continued expansion of our gen-
ed to a more normal state with an eration facihties. Unit No. 2 at the
increase of 12.8% in KWH usage and Winyah Generating Station was com-
11.4% in revenue. The increase pleted and ready to begin commercial
reverses the decreases in KWH con. operation at fiscal year's end. In *

sumption of 1.9 and 1.2% over the addition, to meet the more rapid i
past two years. A system peak hourly growth in demand caused by the i

demand of 1089 megawatts occured rebounding economy and provide the )
June 28.1977, up 15.5% from the additional generation for the Alumax 1

'976 peak of 943 megawatts. This plant, the construction schedule for two
drowth, coupled with a part year rate additional 280 megawatt umts at the
increase, resulted in electric operating Winyah Generatmg Station was advanc- }
revenues of $94.7 million, up 15.2% ed with commercial operation of Umt i
from $82.2 million in 1976. No. 3 to begin in 1980, and Unit No. 4 .

to follow in 1931 or 1982. 3
A comprehensive cost of service study 3

revealed the necessity of a rate increase Site studies and pre engineering design j
to partially offset nsing production have already begun for additional
costs. The increase went into effect generating units which will be required ;'
with meter readings of June 1 and after 1982.
was designed to provide approximately The schedule for completion of the

I
-

$3.05 mi!5on in additional revenue. Virgil C. Summer Nuc! ear Station, -

The average increase was 2.19% for owned jointly by Santee Cooper and Imdustrial,6.98% for commercial'
South Carolina Electric and Gas

ar412.68% for residential customers. Company, was slipped from 1979 to
The rate increase was the fourth in May,1980, as the result of delaysthe past twenty years for Santee and changes in seismic and pipeCooper customers. During the same rupture cnteria. Should Santee Cooper ipenod there were two rate decreases. require additior,al generation between ?
Even greater energy use and revenue June,1979, and May.1980, SCE&G
increases are expected in the next has agreed to make power available ;
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to Santee Cooper for purchase on a g
3prionty basis.

Record winter demands for electricity '

occurred in January when some of the
coldest temperatures in more than 100
years were recorded. Dunng this y
period, voltage reductions and requests '-

to our customers for voluntary curtail- 4/
,

ment of non-essential uses of electricity i -i
were made. Although the availabihty i
of power east of the Mississ:ppi River )
became entical, continuous sersice was ! "

,

maintained to all our customers. [ f'

Agreement was reached in January
between Santee Cooper and the U.S. L

-

Army Corps of Engineers relating to o

the $96 milhon Cooper River Re- [- n

diversion Project. which is estimated $*

Mby the Corps to reduce silting in
Charleston Harbor by 70 to 80 percent. p 't.
A new powerhouse will v; construct- L . --;

ed on a redNersion canalleading from ?'

''Lake Moultrie, near Russellville, to the
[G -

,

lower Santee River in Berkeley County. n*
Under terms of the agreement with the "I~

,

,. .. .. c $Corps. Santee Cooper will be compen-
Wsated for the loss in efficiericy caused f..

by the lower head of water at the new L -v.-

powerhouse. Groundbreaking cere- W "W.

monies on the project were conduct- C'/' cT7
ed in Apn!, with construction scheduled Le s c,

to take about three years. $,.1..[. . Ni',%

inflation was Santee Cooper's number ,, s%
one problem. Our operatmg expenses rw '.,.u.

incicased 20.5% causing Net Revenue ''%
to dechne from $11.52 milhon in 1976 ;' T
to $8.98 milhon in 1977. However, , . '_C

'~ with our projected growth, Santee . W.

-. Cooper's future looks bright. Our !~d
challenges are to keep expenses under fid.
control, plan for future growth, yty
complete our construction on time, Cfr?h"

and be especially responsive to the ['j-
needs of our customers and the State f
as a whole. With the continued :-m
dedication. professional conduct and

_' cooperation of Santee Cooper employ-
ces, these challenges will be success-

,, ""

, fully met.'

:'.,
' .e M',' '' "3.
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Generation 13 *
Capacity & Load Growth New Capacity and *
On July 1.1977, the second coal-fired Facility Improvements

30 megawatt generating unit at the Construction of the second 280 MW
.Anyah Generatmg Station began generating unit at the Winyah Generat-
commercial operations. raising the total ing Station was essentially completed
insta!!ed generat;ng capability of Santee during the fiscal year and the unit ready
Cooper to 1.402 megawatts. This to begm commercial operations July
consists of generation facilities at the 1.1977.
Jeffenes hydro and fossil fuel stations

On site construction of the thnd coal-near Pinopolis, the Santee Spillway
hydro station, the Grainger fossil fuel fired 280 MW generatmg unit at
station at Conway. the Winyah fossil the Winyah Generating Station is
fuel station at Georgetown, and the "T.,cted to stait in September.

19/s. The orders for turbine generator.combustion turbine generation units at
Myrtle Beach and Hilton Head is!and. ste m generator.and other plant

equipment with long lead time delivery O O,7
During fiscal year 1977. Santee Cooper schedules have been released. Com- 0 0(
generated a total of 5.137.833.000 mercial operation of the Winyah Unit g c SJkilowatt-hours, purchased and inter- No. 3 is scheduled for May,1980 .

changed 317,678.000 kilowatt-hours, n'D" '

b k ~
and sold 5.104.266.288 kilowatt-hours
of electricity. This was an increase U ( lb 1y
over the previous fiscal year of 13.7
percent in kilowatt-hours generated,
and 13.8 percent in kilowatt. hours sold. Growth of Peak Demand
The kilowatt-hours purchased and inter. & Energy Load
changed over the same penod increased % increase
29.6 percent. fr m 1970

A new record hourly peak load of
11.089 MWH was set on June 28,1977.

260 '
exceeding the peak of 943 MWH 4

ecorded the previous fiscal year by \ 240 i15 percent. ] '

\ 220 '

An hourly peak load of 1.158 MWH ] _

hn been forecast for fiscal year 1978 200
}
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Requirements of the Federal Water
Pollution Control Act Amendments 1q
of 1972 (PL-92500). National Pollutant lo
Discharge El:mination System iNPDES), -
ind the Federal Clean Air Act have
.esulted in studies, modifications to
existing facilities. installation of new
equipment, and vanous other water and

I past fiscal year.
air qual:ty control techniques being
employed at Jefferies. Grainger, and
Winyah Generating Stations during the

#

New and more efficient electrostatic
precipitators have been installed on
Jefferies Steam Units 3 and 4.

EPA stack emission tests are scheduled <

for Jeffenes 3 and 4. Grainger 1 and 2. Q
and Wmyah 2 steam umts. These W
tests are required at two year intervals

.

to make sure particulate and gaseous Construction Cost 'E a

-E
emissions are meeting EPA comphance ($ Minion;
standards. y''

_-
,

- 3
i

Winyah III n
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Proposed Winyah Steam Units 3 and 4 17 *Aa
will be subject to Prevention of
Significant Air Quahty Deterioration V;m,,

(PSD) review and must meet PSD
.y

> N <c
incremental standards as well. An air ' ~ ilj
Jispersion modehng study to N
demonstrate operation of these
proposed new units has been completed m.
and is being reviewed by the South
Carchna Department of Health and
Environmental Control (SCDHEC)
and EPA.
Various new monitoring devices have
beenor are being installed at all plants to
further improve and maintain good
air quahty.

Modifications. relocation of discharge
hnes, and installation of new pump-
ing equipment for miscellaneous power
plant waste drains and point source
runoffs at Jefferies and Grainger
Stations are progressing and should be
complete by December,1977. This
work is necessary to meet requirements
of NPDES permits.

Impingement and entrainment studies Operating Expenses
are also being conducted as part of Debt Service
NPDES permit requirements related to (s Millione
Section 316-b of the FWP Control
Act for water intakes and structures ,

150
!

!40
:

I

'\ !e
,

i\x >>e
s

I
100

c ,
.

|~ 90
$

, _ ,

.=. a-

L .. 80 1, <- /~
'<; 7J."..

;

\ 3 ~ [[ #

70y ., ; ' ".yM

*; *.. - :.w . . .
_

-4 +.(,~- g ;w 7, 60
gc.,, -Q. ;'

3
--

*
,

f

- ,Y hh - [} '-

40
^

rN[ N ?g ,O, '
' '

N. w.\ k '.e.k

,. (4. fp' h, -
.,;,,

.h T [D- 30 - .
!!' .>

{,. ,
"-

.
; m;, . , ' ' i" :

.,

t$ N, .,. f ' qfi ,

+ r -
-( * #s

.
4" "* - - 20 y' "'

!
73 74 75 76 77 78 79 80 81 82 FY jm_ .

a

(
. y..__ - ,m -, _ _.,._. , - -

.

.

s
-

-

_

;
.

*^r7 1in N

|v' / 1 id W
's
k



.. . . . .
_

_

wL! x
m

o ng pb ,

4 ~ 5L L inls

e -

g.-;2
f-

*
,. .

4
~ . ; ,

. . _
'm %

\
',.
%'

N

__ w. bN
Tn=?.Tr b

e

.- w w r n m;
- )QL m
g y. n_ +

' :-

-T-
~

] hind aNm3
. ><u-

g

"M b I -

'

b b , --

*
m. ,. .

__ .gw. . . . x -

jg : w: % w ,,, m. .r . . .

g.. -~myg m_ . _ _
'

_, ,

' ''~-'s h j; 'h ~ .s,
^

*
4,*.

n ~. . ., m. wm .w,.s$%w. .
,.

-

. uspg4:~ . , .

:7'!, N"f=9q.4g;mM 2 w: ~ ^ ,
,.

; -.
., . . ;

.., s . .u", f^|s W, . . . $2 ''_ ~ ^,'t .: - $

..-
. ,

*

- I * '. "k'#i.E ~ V[.--& : .w'=gy .>- -:-
' ~~

j<,

I3: -:
-. , , '

_ . , .
.

,r~

,
. -e '

i
_

- g

1
.,

i

! I

_



4 -

G . G~. ; .
tV. i

#, )
) .I

WQW
,

u

A thermal discharge study relating to the period June 1979 to May 1980 1Qthe cochng water d.scharge into the resultmg from the rescheduled com- A/Waccamaw River has been completed mercial operation date. SCE&G has
for the Grainger Station. This study is agreed to make such generation avail-
'n relation to Section 316-a of the able (up to 150 megawatts) for

KP Control Act and L currently under
review by SCDHEC and EPA. purchase on a prionty basis.

During fiscal year 1977 the commercial The legal action initiated against
operating date of the Virg:1 C. Summer Westinghouse in October 1975 for

Nuclear Station Unit No. I was re- performance under the nuclear fuel
scheduled to May 1980 as a result supply contract continued during the

year with major emphasis on the dis-of delays resulting pnmarilV
from changes in seismic and covery phase. This legal action has
pipe rupture criteria Santee Cooper been consohdated with 1 milar actions
is a one-third owner in this 900.000 kil- by other utity companies against West-
owatt generating station and will receive inghouse in the U. S. District Court for
300.000 kilowatts of its output when it the Eastern District of Virgima.

is completed and becomes operational.
SCE&G acts as agent for Santee
Cooper and is responsible for the design.
construction, operation.and maintenance
of the project. As of the end of June,
the project was estimated to be 54.6%
complete. Should Santee Cooper
require additional generation during

Generating Capacity Growth

Kilowatts
2000

li droHydro b

3000.000 KW<

9.4 % g 7%
Summer Nuclear

Oil
Oil

280.000 KW 15.1% k
10%

1500 WinSah 83
280.000 MW Noci,,,,_

Winyah *2 I5%
280.000 KW g

Winyah *1
1000 'LW *93.030 MW Iurbines

. !#Myrtle Beach & Ifilton llead ]
172.800 KW Jefferies 84

172.800 KW Jefferies 83 Coal Coal
, ,

173,200 KW Grainger

' 22.500 KW Myrtle Beach Turbines
00.0001;W Jefferies *I & *2

1.920 KW Jeffertes ifydro
132.615 KW ,e 7 ;p

n
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The discovery phase of the htigation was i
concluded on June 3,1977, and Sept- 60 ,

i
ember 12 was set as the date for 1
the start of trial proceedings. It is not

-

possible at this time to determine the 58
outcome of this litigation.

In February 1976, a court order was
i

issued directing Westinghouse Co pora- 40 -

tion to provide to its customers at
contract prices, certain uranium which
it had in inventory or on order. The g

amount of uranium to be provided 30
tunder this order for the Summer Proj- '

ect is approximately 76 percent of the
initial core requirements. Additional 20 -

uranium has been acquired from other
\ \ d

sources at market prices which, when dI \ \ \added to that to be provided under the
court order, will assize the n 3 g 10

,

uranium requirements for the initial 3 I
'J'fuehng of the reactor. Arrange- -

ments for replacement fuel required y[ \ k o
hin late 1979 or early 1980 have not ott Purchased Hydro Coal j

been made. po ,,
linf,,

l sl ]nL] ;.
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Sales 21
Residential, Commercial, and
Small Industrial
\t the close of the fiscal year. Santee
Cooper had a total of 40.804 residen-
tial, commercial.and smallindustrial
customers, an increase over the previous
year of 2.325.or 6 percent. Sales
during the year to these customers
totaled 868 million kilowatt hours for
an increase of 14.1 percent over the
previous year.

Large Industrial and Military
Sales to large industrial customers
increased almost 13 percent for the
year: total sales to the U. S. Air Force
bases at Charleston and Myrtle Beach
and the Charleston Naval Shipyard,
however.showed only a slight increase
for the year.

Sales (Millions of KWH)
Wholesale T

Sales to 15 of the state's 21 electric A

cooperatives through Central Electric .

Power Cooperative. Inc., and to the ,

municipalities of Bamberg and George- 5000
town were more than 2.5 billion kilo-
watt hours, which was an increase of k

4500
lb percent above the previous year.
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%Where it Came From:
$ 40.623.643 41.57

1. Sales to Elecinc Cooperatives. 21.556.803 22.05
2. Industrial Sales , ir .801.508 11.05

3[ Residential Sales.
5,048,5o1 5.16

4 Military Sales. 12.438.702 12.72
5. Commercial Sales. 2.616.457 2.6 /

6'.
Other Sales for Resale . 1.417.621 1.44

7 Other Electnc Revenue 223.638 .28
8. Other Sales . 2,997.877 3.06
9. Other income 5 97.724.870 100.00

9,3 ,

3
v :, .

1 . ~, - m.. <
::::'ge 4

Q,
.

. . .}'% 5

..

- 6

,Y.f 7
8 . ,

%
And How it Was Used:

$ 46.848.29'/ 47.94
2

1. Fuel for Generation . 8.331.935 8.53 1

2. Purchased Dwer . 16.723.634 17.11 I

3. Operation and Maintenance 9.092.869 9.30
4. Additions to Plant. Inventories, etc. 9.891,156 10.12
5. Interest. 4.305.204 4.41
6. Retirement of Debt. 1,797.497 1.84
7. Payrnent to State of South Carolina 734 278 .75
8. Sums in Lieu of Taxes. 5 97.724.870 100.00

Total. i n'7 ,n 3
ILU/ I' L J

>',
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The Revenue Dollar 23 $;
The greatest percentage of Santee Bk*
Coopeis electric revenue comes from
oower delivered to 15 of the state's
21 electnc cooperatives for distnbution
to the more than 200,000 customers
which they serve. These areas
represent some of the state's greatest
growth po'erm '

FY 77 % Sales 5
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24 The average residential consumption ofelectricity by customers served directly W

by Santee Cooper increased more than
12 percent during the fiscal year,
remaining considerably greater than the
national average.

Average Residential
Consumption (KWH)
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e average cost per kilowatt hour Q -

electricity to Santee Cooper resident. U ,

, , . . .

I customers during the year increased
< '7(*
;;-

ss than one percent and still remain- --

less than the national average.

hs.

Average Residential
Cost of Electricity Per KWH

Compared to Consumer Price Index '
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"26 Districts
Moncks Corner
in the Moncks Corner D: strict. which
includes areas m the vicin::tes of
Moncks Corner. Pinopoh>. and St
Stephen. the number of customers
increased 3.5 percent while kilowatt-
hour consumption gained 16.2 percent
dunng Fiscal Year 1977. 5.383.752

An addition to the Berke!ey Manufact-
uring Plant more than doubled its
consumption The new Haynesville
Apartinent Complex as completed
which added 12 ar (ments. New
service was provided to 35 lots of the
Southwind Subdivision and to the 38
lots at Cumbie s Mobile Home park
Two new Zipps Marts were provided
service, one at Moncks Corner and
one at St Stephen.

Myrtle Beach
in the Myrtle Beach D:stnct. which en-
comparses the area between the Intra- *

coasta! Waterway and the Atlantic
Ocean from Georgetown on the south
to the North Carohna border on the
north. kilowatt-hour sales during the

,

year increased 14 percent while 2

the number of customers increased .

7.3 percent .

A new primary school at North Myrtle |
Beach. a new 144 bed hosp:tal in the Average Monthly 3

Dunes Section, an addition of 28.400 Consumption by 5

square feet to the Myrtle Beach Santee Cooper jConventi in Center, a new 152 unit Customers 1
Ho!iday Inn at Surfs:de, a 60 unit ',
addition to Litchfield Inn. and a new (Kilowatt Houro I
primary school in the Parkerville area !
are examples of large construction that a

was either started or completed during -
- $

the year -

4,737,7 _,

_i

The addition of more than 700 new mobile *
-

home lots and campsites, more than g' '
200 new condominiums, service to 47 \

new residential lots m the new Briar- i

cl:ffe Forest Subdivision.and the addition !,o39.4
of approximately 75 new homes in j
the Deerfield development are typical \ *

cxamples of the recreationa' and \

along the Grand Strand \
\ , , ', [ l ,' 7 .fresidential development that continues C- . '''

h
' ' ' ' '"'

T

Heddent641 Commercial Industrial
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Conway
in t' c Conway Distnct, which consists of g

3ru. . in and around Conway. Lons.
Aynor. Red Hill, and Bucksport, the
number of customers increased 2.8
percent dunng the year while kilowatt-
hour sales increased 10 5 percent.

Retail Customers
i Served Directly by Santee Cooper'
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3 Underground service was provi6ed 2 J-[!
for the Loris Hospital exist:ng Ioad ~

and expansion and for the new *Waccamaw Pottery Company on High-
way 501. Se.wice was also prc .ided
to two new academic buildmgs a:
Coastal Carohna University and one at
Harry Georgetown TEC A number
of new commercial buddings in Conway
and Loris were provided service.
includ:ng the U.S. Post Off:ce. Coastal
Federa'. Savings and Loan. Carro'l
Motors. and Wood's Store Buck
Forest. a new residential subdivis:on
at Bucksport, was provided under-
ground service.

,'

Customers Served 'oy Santee Cooper - FY77
!

Igpe Awetage %o kWH t uneompeson

\ \ 1
\ \ i

1

Hesidential 31.412 403.106.840 .

5
-

Commercial 7.821 449,335,353 _

ej
industrial 21 1,356.75,706 'i

7 .

*

Municipal 2 97,476,357

.49.,

Military Bases 3 302,788.850 t

'

Liettric Coops *15 2.479.317.606 -

\ \_ =,

53* More than 200.000 Electric Cooperative Retad Customers w
+
'i,'
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%:System Operations 29 4
Reliability Santee Cooper is also one of seven hdDe
Santee Cooper is one of thirty member power systems in the Virg:nia-Carolinas

,organizations in the Southeastern Elec- Reliability (VACAR) group, which
tric Reliability Council (SERC) which includes South Carolina Electric and
includes all power suppliers in the region Gas Company. Carolina Power and
with a generating capacity of 25 MW Light Company, Duke Power Compa-
or more. The Council cooperatively ny. Virginia Electnc and Power Compa-
assists member systems in coordmating ny. Yadkin. Inc., and Southeastern
overall planning and studies to achieve Power Administration. The member
maximum reliabihty. systems have a coc,rdination agreement

to further safeguard the reliabihty of
their service.

Interconnections are maintained with
the South Carohna Electric and Gas
Company at North Charleston. St.
George, and Columbia; with the South-
eastern Power Administration at Clark
Hill; and with the Carolina Power and
Light Company at Kingstree. Darlington.
and Hemingway.

Municipalities Distributing
Santee Cooper Electric Power
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Transmission
A major 230 Kv switching station was

During the year approximately 5.5 constructed at Lugoff and 230 Kv facih-
bilhon kilowatt-hours of electncity were ties were added at Blythewood and
dehvered to Santee Cooper customers Perry Road substations. Three major

hover more than 2850 miles of trans- 230 Kv hne, were placed in service on
yn:ssion lines and through 89 transmission the Santee Cooper System dunng the *

and distnbution substations and year. Major improvements were ako
switching stations. A large po tion made at various other substations. More
of Santee Cooper's transmissio, system than 200 miles of transmission hnes
is leased from Central Electric Power were constructed and placed in serv ce
Cooperative. Inc., and is operated and Eight new wholesale dehvery points

dded to the transmission systemmaintained under a lease purchase were
agreement. dur:ng the year.

The transmission system dehvers power
to Santee Cooper's Moncks Corner.
Conway and Myrtle Beach retail d:stncts,
the municipahties of Georgetown and
Bamberg to 15 electric cooperatives
serving customers in 35 of the state's

'

46 counties, and to 21 indus nal custom-
ers, as well as 3 mihtary installations.

Electric Cooperatives Distributing
Santee Cooper Electric Power
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2 EERm E L E v E LECTAC COOPERATIVE

4
N*

3 BL ACk RIVE R EL E C TRtC COOPE A ATivE *
.* ?*.

4 COAST AL ELECTR;C COOPERATIVE *

5 - EDIS T' iLECTH!C COOPER AT|VE 4
,

6 F AIRittLD ELECTRIC COOPER ATIVE
9

7 HORAY ELECTRIC CCCPERATP,5 i
8 LYNCHES RIVER ELECTPiC COOPE AATIVE
9 - M ARLBOHO ELECTR4C COOPER ATivE *

10 M!D CAROLIN A ELECTRIC COOPER ATiVE
,", P

11 - NEWBERRY ELECTRIC COOPERATik E ?,

12. PALVE TTO ELECTRIC COOPER ATivE *

13 PEE DEE ELECTRIC COOPERATikE *, L

14 - SANTEE ELECrRIC COOPERATIVE
15 THi COUNTY ELECTH:C COOPERA TIVE .a^>
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Industrial Development 33 s_
Large power users on the Santee This plant will have a load of 335.000
Cooper system showed strong growth kilowatts of power for the first two pot '~

dunng the fiscal year. Measured in lines (provision for two more are being
terms of kilowatt-hours used, the t >tal made in the power contract) with the p
industrial load increased 12.8% power cost approaching $52.000,000
over the previous year. Only four per year. It will require 1.500 con
industrial plants showed a dechne in struction workers more than two years
power consumption and three of those to build the plant and an operations
were in the textile field. crew of S50.

Alumax. Inc., a Cahfornia based compa- Santee Cooper announced plans to
ny, announced its ir' mtion to build move up the construction schedule on
a primary aluminum reduction plant another coal-fired 280,000 kilowatt
and locate it on the Santee Cooper generating unit at Winyah to meet the
system. This will be the largest increased projected demands created
industrial plant ever to locate in South by the projected industrial growth
Carohna, with an initial capital invest- coupled with growing demand and con-
ment of approximately $400,000,000. sumption by all customers.

Increased industrial activity is becoming
more and more evident which fore-
casts continued growth in this important
area of Santee Ceoper's operations.

Industrial Custorners
Served By Santee Cooper
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ommercial Operations 35 *

tomer Services
er rates for energy. unusual

ther conditions. and the need to
serve national resources have
lenged the Customer Services
sion to provide consumer onented
rmation on the efficient utilization
lectnc energy. Civic programs,
phlets. and advertising have been
ed to create a greater energy awat o
and provide information to assist
mers with their conservation efforts.
crive program to upgrade insulation

dards was dire :ted toward the
ing industry.

sumer service programs emphasiz-
'nergy management and com-
ications with the electric coopera-
served by Santee Cooper have

i expanded. Increased cooperation
esulted with the coop, and neigh-
ig utilities to standardize recom-
dations and establish complemen-
programs.

lic Relations
ee Cooper's public relations
ram distributes information on a
lar basis to customers and to the
ral public about the utility's oper-
s and activities.

ugh news releases to the news-
tr. radio and television media, the
c is provided with timely information
t the wise and efficient use of
y, electrical safety, and other con-

>r related matters of concern. ', '
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Recreation & Land Management 37EE
'

r

Public Recreational Facilities .W
. Santee Cooper's recreational opportuni- offer a vanety of recreational activities
' ties are widely recognized and enjov- on and around Lakes Moultrie and *
ed by thousands of visitors each year. Marion.

Fishing is the most popular year round Pubhc leases to state, federal, and
sport, and in the fall and winter hunters

mumcipal entities are made on a freeare attracted by a wide variety of game basis and provide for a vanery of actwit-species Other recreational actwities
include swimming, boatmg. camping. les such as athletic fields. recreation

areas. Boy Scout and 4.H camps. asightseeing, and golfmg.
wildhfe refuge. and a state park.

Several areas around the lakes are open
to the pubhc for swimming, water ski- Forest Management and Undevel-
ing, and picnicking, and numerous pubhc oped Land

boat launching ramps with parking More than 25.000 acres of land are
areas have been estabbshed by the included in Santee Cooper's forest
South Carohna Wildhfe and Marine management and undeveloped land
Resources Department on sites provid- program. The mult:ple use plan, which
ed by Santee Cooper Other sites are includes management and protection of
commercially leased to operators of timber. fish and wildhfe. water recre.
campgrounds. fishing camps, and other ation. range. and agriculture provides a
facihnes providmg accommodations and vanery of opportumties such as huntmg.recreational supphes fishmg. camping, hikmg. picnicking. and

Environmental Control
other actwities for the enjoyment of
" #"" "

Santee Cooper is committed to a pohey
of preserving the environmental quahties Forest lands of Santee Cooper are

underof its lakes and surrounding areas with on even-aged system of forest
most of the shorehne designated to management for the pine and hardwood
remain undeve;oped. The purpose of workmg groups. Fire prevention and
this pohcy is to insure the protection suppression. disease and insect control.
of wildhfe, forest. and natural areas for and timber stand improvement are of
the enjoyment of the pubhc and to the utmost importance in the overall
provide a balance between pubhc management of Santee Cooper's

recreation and environmental control.
woodlands.

Game Management Areas Flood Control
Santee Cooper leases thousands of Spdhng operations were conducted a

acres of land and water to the U.S. total of eighty four days during the
Bureau of Sports and Fishenes and the months of October. November, and
S C. Wildhfe Resources Department. December.1976 and January. March.and April,1977.
These leases provide game refuge
areas. sanctuaries, fish hatchenes. The maximum daily average infiow of

1.302.000pubhc landmgs, and hunting arear, gallons per second occuned
making the Santee Cooper lakes the on October 11,1976, and resulted in
most popular hshing, hunting. and a maximum dady average spdf of
recreational area in the State. 438.900 gaPons per second on October

14, 1976. This resulted in the flood
Developed Land crest on the lower Santee Rwer being

reduced to about one. third of whatSantee Cooper's leasing program pro. w uld have been experienced without g
vides for a number of commercial.
recreational, and pubhc leases which Santee Cooper s flood control facihties.

-.
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Industrial RelationsSouth Carolina Retirement System. int

the state insurance plans. and the sta e
Equal Employment Opportunity
Santee Cooper provides employment.

workmen's compensation program.

-ompensation, promotions. and otherRevisions and improvements weremade. however, in the tuition aid,conditions of employment without
regard 'o rece, color relig:on. nationa!overtime and shift premium policies.

ongin. sex or age, except where sexor age is a bonafide occupat:onal qual-Benefits briefings were conducted for
employees at various locations.

ification. Continued emphasis was
placed on the Affirmative Action Plan.

A Management Development Program
TrainingEmployment

Major emphasis was placed on recruit-which included all supervision wasl d
ing activities in FY77. Advertising completed. Major emphasis was p acecampaigns were conducted to attract
quahhed professional employees from aon work-related professional

An extenswe seminars and workshops.

large geographical areacollege recruttmg program was conduct-Santee (. oper began participation in a
Cooperative Education Program. withed and resulted in the h: ring of a g oup

o

of promising recent college graduatesf ur c !!ege students workmg on a
in the helds of engmeenng, businesa. quarterly basis in various functions.
and accounting. In addition. close A Career Foundation Program was
contact was maintained with otherimplemented in which recent colleergraduates were hired to acquire variedrecruitmg sources ,

experience in a job rotat3on program |Total employment during the year
reached an all-time high of more than '

Santee Cooper recewed an HonorableMention Award in the Amencan Pubhc
j700 prsonnel. Safey

Wage and Salary Administration
;
f

Industnal Relations administers the newPower Association's annual safety
pay for-performance Wage and Salary j

contest for 1976. Fourteen reportmgl 7

Program. Employees and supervisorshave become mcreasmgly aware of theirumts earned awards from the Nationa
'

Safety Council. This is the largest
zspective responsibihties under thenumber of awards ever recewed at one

.

l

program and the potential benefits toboth the employee and Santec Cooper.time from the National Safety Counci .

Santee Cooper received the SouthCarohna Occupational Safety Councirs
,
'

First Place Award for the second cca-Employee Relations
An Employee Suggestion Program wassecutwe year. Fifteen reporting units
developed and implemented. Em- received the Councifs Safety Achieve-

y

ployees were encouraged to makemeaningful suggestions for the benefit
M

ment Certificates for operatmg fwe 3

of Santee Cooper and to cam mone-
years or 50.000 man-hours without a

"

?disabhng injury.

Fifty-three crews and sections earned
.tary awards.

Employee relations meetmgs were con-
k

the " President's Safety Award" for wor -
,

mg under potentially hazardous condi-ducted at various locations on a con-le ,

tmutng basis to determme and reso v bi
tions dunng 1976 without a disa mg

*

injury. Ninety two employees received,matters of concern to employees
>

individual Safety Incentwe "No Accident
pms. Eighty hve employees earnedEmployee Benefits n

No major employee benefit changes" Safe Dnver Aw rds" for 1976 A
were made during the hscalyear. y* m y ..,

Santec Cooper participates in the le o/ j g-
i
af
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J.W. Hunt and Company
1607 St. Juhan Place
Post Office Box 265
Columbia, S.C. 29202

Auditor's Opinion
South Carohna Pubhc Service Authority
Moncks Corner, South Carohna

Gentlemen:

We have examined the balance sheet
of the South Carohna Public Service
Authority as of June 30,1977,and
June 30,1976, and the related state-
ments of accumulated net revenues,
revenue and expenses and changes in
financial position for the five years then
ended. Our examination was made in
accordance with generally accepted
auditing standards, and accordingly
included such tests of the accounting
records and such other auditing pro- ;

cedures as we considered necessary
in the circumstances. } j

I
in our opinion, the accompanying
imancial statements present fairly the

ifinancial position of the South Carohna '

Public Service Authonty as of June 30,
*

1977, and June 30,1976, and the
results of its operations and changes in g

financial position for the five years then I,

1ended, in conformity with generally l
accepted accounting principles applied

I
on a consistent basis.

Respectfully submitted,

M. / M/ q

i

July 27,1977
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Balance Sheets
June 30,1977, and Ju-, 30,1976-

Exhibit A
Assets June 30,1977 June 30,1976
ELECTRIC PLANT, AT ORIGINAL COST - NOTE 2

Electric plant in service . $363.864.629 $222,733.496
Electric plant held for iuture use 739.587 647.108

,

Total 304.604.216 223.360.604 iLess, accumulated depreciation 57.600.078 52.147.538 iBalance . 307,004,138 171.233.006 :Construction work in progress . 130.524,490 184.737.995Total 437.528.628 355.971.061
,
*

UNEXPENDED FUNDS FROM SALE OF ELECTRIC SYSTEM i
EXPANSION REVENUE BONDS - :

iNOTE 3 55.032.141 112.433.627 j
IMPOUNDED RESERVE FUNDS - NOTE 3 84.258.641 101.049,192 $
OTHER PHYSICAL PROPERTY. 545,508 556.600

Less, accumulated depreciation. 126.190 132.760
Balance . 419.318 423.640

.

[CURRENT ASSETS
Funds held by Trustee 6.376.804 5.316.656

a

ijOther funds 2.985,720 4,313.744 sAccounts receivable, less allowance for
:)uncollectible accounts . 13.650,309 10,778.338
TAccrued interest receivable. 473,121 496,693 '

inventories (at average cost) ,

Fuel. 10,941,450 11,311,336
+

m-
Material and supplies. 1,522.102 1,326.413 '

Prepayments (insurance, etc.) . 460.297 310.351
Total . 36.409.803 33.853.531 -

- )I
DEFERRED DEBITS M$

Unamortized debt expense. 2,562.098 1,148,743
Unamortized loss on reacquired d.5t 11,125.225 -

2:Other deferred charges . 511.261 550.717
%j$Total 14.198.5L4 1.699.460

Total 5627.847.115 5605.430.711
]See Accompanying Notes To Fmance! Statements

*^'7 |'.*j $ja

i i r i
a
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Balance Sheets
(Continued)

Exhibit A June 30,1976June 30,1977

Liabilities and Other Credits $ 76.364.492
LONG-TERM DEBT NOTE 4 5 75.052.277

Priority obligations 408.060.000
Electnc system expansion 422.975.000 4.317,989

revenue bonds . 3.025.000 488.742.481
Other long-term debt 501.052.277

Total 6.971.422
Unamortized debt discount and . 7.795j80

481.771.059
premium - nr t 493.257.097

Balance . 2,621.509

CONSTRUCTION FUND LIABILITIES -3.015.390

ACCOUNTS PAYABLE

CURRENT LIABILITIES (EXCLUSIVE OF
MONTHLY PAYMENTS TO TRUSTEEFOR DEBT SERVICE REQUIREMENTS
NOTE 4. AND PAYMENTS TO THE 5,137.883

STATE OF SOUTH CAROLINA - NOTE 1)8.383.968 984.513
Accounts payable 1.210.644 308.895
Customers' deposits 275,723 284,70

Accrued sums in lieu of taxes. 378.989 6,715.999
19.249.,324,

Other.
Total

LONG-TERM LEASE COMMITMENTS - NOTE 63.029.625
ACCUMULATED RESERVE FOR FUTURE3.133.716

RENTAL PAYMENTS 2.668.392
UNAMORTIZED GAIN ON REACQUIRED2.321.706 "k' " '

DEBT .

CONTRIBUTIONSIN AlD OF
-

CONSTRUCTION 301.395 m'
Customers' contnbutions for 366.430

'

constrection . 34.438.263
Capital contnbution - U. S. 34.438.263 34.739.658

34.804.693Government Grants _

Total 73.884.469
ACCUMULATED NET REVENUES -

_$627.847.115

81.065.189 "^ 7
-

| ', ;,.)
4

5605.430.711 I- t -

EXHIBIT B.
Total

- --. .m ,,,mm,
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EF
'tatement of Accumulated Net Revenues
lears Ended June 30,1977 and June 30,1976

Exhibit B 19761977
Detail
ACCUMULATED NET REVENUES. $62,826,474$73.884,469

BEGINNING Or PERIOD

NET REVENUE FOR THE PERIOD - 8.978.217~ 74,728.464
11.901.990

EXHlBIT C. 82.862,686
Total.

DISTRIBUTION TO THE STATE OF 1.797,497_ 843,995_

SOUTH CAROLINA.
ACCUMULATED NET REVENUES, $81.065.189 $73.884.469

END OF PERIOD

See Accompanpng Notes To Financal Statements

antee
Cooper

j

EF )
3

Statement of Revenue and Expenses 30,1976 iYears Ended June 30,1977 and June

Exhibit C )
19761977

Detall
ELECTRIC OPERATING REVENUE

.
*

Sales of elecincity $10,801,508 5 9.107,234

33,995,565 30.095,701 j
Residential . .

'

188.518Commercial and industrial. 198.978
4.754.42o iPubhc street and highway lighting. 5,048,561 '

36.722,318Sales to military bases 43,240.100
202.988Sales for resale 223.638 __81,071.135

Other sales _ 93,508.350
Total sales of electricity . 3

112.832 :fOther operating income: 117,450 I449.548Forfeited discounts . 459.311 322,420 ]Rent from electric property . 322.264 282.976 |Income from wheehng . 319.618 1.167,776
Other income 1,218.643 _

7Total other operating income . $82,238.961_ 8
$94.726.993 '

Total electric operating revenue . m/,
3

,

| ' l' I k- Q -},

?
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Statement of Revenue and Expenses

(Continued)

Exhibit C
1977 1976

Detail
ELECTRIC OPERATING EXPENSES

Operating and maintenance expenses
Electric power production expenses

546.848.296 $42.716.672
Fuel burned . 8.331.935 2.213.916Purchased power

8 429.985 5.929.587
Other

Total. 63.610.216 50.860.175
3.720.148 3.262.871

Transmission expenses .
920.531 817,709

Distribution expenses
895.972 748 615

Customer accounting expenses .
194.593 156.473

Sales expense
Administrative and general expenses . 2.562.405 1.890.723

Total operating and maintenance
71.903.865 57,736.566

expenses .
6.217.354 5,718.361

Depreciation . .

734.278 550.482 I
Sums in lieu of taxes.

Total elAtric operating expenses . 78.855 497 64,005 40"
I
!

$15.871,496 $18.233.552
OPERATING INCOME

OTHER INCOME $2.806.184 $2.806.586
Interest income

227.496 364.951 jAmortization of gain on reacqtiired debt
- net .

135.803) (59.291)
.

|Miscellaneous.
Total other income. 2,997.877 3.112.24t1

18.869.373 21.345.79S
Total

INTEREST CHARGES s

Interest on long. term debt 9.682.047 9.265.248 :

145,149 99,148 {Amortization of debt discount
and expense .

interest on customers' deposits 63.960 50.919 l
Other interest .

- 28.493 -

'l
Totalinterest charges. 9.891.156 9.443.808

2

$ 8.978.217 $11.901.990 1NET REVENUE j
See Accompanpng Notes To Fmanaal Staternents ;
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M ~~'
ytatement of Changes in Financial Position

s' ears Ended June 30.1977 and June 30.1976

5Exhibit D
Detail 1977 1976 a

F
WORKING CAP:TAL PROVIDED t

By operations
Net income. $8.978.217 $ 11,901.990

Charges (credits) to income not '

providing or requiring working capital '

Depreciation 6.217.354 5.718.361 %

Amortization of debt discount .
J

and expense . 145.149 99,148
. -

increase (decrease) in accumulated - -

reserve for future rental payments 104.091 615.212
j"

Amortization of gain on reacquired '

debt - net . (227.496) (364.951) 7.3
f*

Total from operations. 15.217.315 17.909.700 j
f

Sale of bonds . - 100.000.000 o

Other borrowed money 525.000 - 7
-

3
Increase (decrease) in Construction ~ I

Fund liabilities 393.881 147.900
Addition to unamortized gain on re-

-

'

acquired debt. -

4
Reduction of current liabilitics by ';

bond refunding 2.508.852 -
+

Customers' contnbuttons for
65.035 107.583 2construction . " ''sTotal working capital '

provided $ 18.710.083 $ 118.225.243 >- s

E,T'

WORKING CAPITAL APPLIED
Authorized distnbution to the State of 1,

South Carchna $ 1.797.497 5 843.995
Retirement of long-term debt . 4.305.204 3.540.890

~

' ' .

Increase (decrease) in impounded
'

"

reserve funds . (16.790.551) 901,452 ---

Addition to unamortized debt
- . . .

discount and expense . 45.529 2.170.468 s.
*

Increase in electnc plan' and
other physical property. 87,770.399 83.723.329 ;-

,. (;c._Increase (decrease) in other deferred
debits. (39.456) 161.620 4,

increase (decrease) in unexpended funds ~ , C
,,.-,y

from sale of long-term obligations . (57.401.486) 22.724.469
Total working capital applied 19.687.136 114.0o6.223 9,

b
INCREASE (DECREASE) iN WORKING

CAPITAL $ (977.053) $ 4.159.020 ]f
,.-

,

! .

fy ' i i
' ,#*''

myr. - . . ,
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Exhibit D
Detail 1977 1976

INCREASE (DECREASE) IN WORKING
CAPITAL BY COMPONENT

Funds held by Trustee $ 1.060,148 $ 751.059
Other funds (1.328.024) 1.498.728
Accounts receivable. 2.871.971 2.213.587
Accrued interest recewable. (23.572) 112.22S

inventones . (174.197) 901.978
Prepayments 149.946 53.801
Accrued interest on long-term debt. - 110.500
Accounts payable (3.246.085) (1.146.090)
Customers' deposits (226.131) (257.690)
Other current habihties 33.172 9.451

Accrued sums in lieu of taxes. (94.281) (88.532)

Increase in working capital $ (977.053) 5 4.159.020

See Accompanymg Notes to br. annal Stat => ment,

4
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Notes To Fmancial Statements, June 30.1977 .
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Exhibit E f
M
'

NOTE 1 - Summary of Significant Accounting Policies
iA - GENERAL ACCOUNTING METHODS. The accounting records of . y.

the Authority are maintained in accordance with the Uniform . . . ft

System of Accounts prescribed by the Federal Power Commission. .|
~

r

,+u ;

B - ADDITIONS TO PLANT. The cost of additions, renewals and ,M '

betterments to the electric plant is added to the electric plant. Such
'

costs include direct labor and material, indirect construction costs
(supnvision and engineering) and net interest costs during construction @%,,1
on funds borrowed for such construction.

,I]*m?7 < 9I.>/ |wf .y
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gIC DEPRECIATION. The Authority provides for depreciation on a
straightline basis over the -stimated useful hfe of the properties. AQ h

rJ , . .

D - FUEL COSTS. Fuel costs are expensed as fuel is consumed. At #
I June 30,1977, end June 30. 1976, the Authority's electnc rates

included fuel adjustment clauses under which fuel costs above or
below the base levels included in the vanous rate schedules were
billed or credited to customers approximately thirty days to t.ix
months after such costs were incurred.

E - PENSION COSTS. Salaries paid by the Authonty are subject to
withholdmg and employer contnbutions in accordance with the
provisions of a State Pension Plan administered by the South
Carohna State Retirement System. Rates are fixed by State statutes.

F - BOND AND INTEREST MATURITIES DUE JULY1. 1977.
Requests had already been issued by the Authunty at June30. 1977
to the Trustee to transmit appropriate funds to the fiscal agents to
meet interest payments and bond matunties due July 1,1977. Such
payments have been treated on tne books and in this report as
havmg been made as of June 30,1977.

G - DISTRIBUTION TO THE STATE OF SOUTH CAROLINA.The
South Carchna law provides that "The South Carolina Public
Service Authority is a corporation, completely owned by and to be
operated for the benefit of the people of South Carohna and any
and all net earnings thereof not necessary or desirable for theprudent conduct

and operation of its business or to pay the
pnncipal of and the interest on its bonds, notes, or other evidences
of indebtedness or other obbgations or to fulfill the terms and
provisions of any agreements made with the purchasers or hold-
drs thereof or others shall be paid over semi-annually to the State
Treasurer for the general funds of the State and shall be used to
reduce the tax burdens of the people of this State." Payments to
the State are indicated on exhibit B.

NOTE 2 Electric Plant

See Note 1 above.

The Central "A B" System is being acquired through an installment
purchase contract (see Note 4) and the Authonty is to receive title to the
Central. property upon payment of the full amount of the contract obhgation to

1

Other property being used by the Authority under long-term lease
commitments has not been capitahzed.

NOTE 3 - Impounded Reserve Funds Held By Trustee and Unexpended
Construction Funds From Sale of Authority Bonds

Unexpended funds from sale of Authority bonds and impounded reserve
funds held by the Trustee for other specihc purposes are maintained and
their use restncted in accordance with apphcable provisions of various
Trust Indentures and Bond Resolutions. Central System Agreements,
and the Enabhng Act included in the South Carohna law. j

|

*rn i,n</ ldtub i
4

$
f



-

.

Notes To Financial Statements
Spf:;

U (Continued) $||
??,Ub

Exhibit E h.

June 30,1977 June 30,1976
NOTE 4 -Long Term Debt Outstanding

Priority Obligations
ELECTRIC REVENUE BONDS
Senes of 1950,2 5/8 to 2.7%, due $ 11.355.000 $ 11.580.000

serially July 1, 1978-1993.
Senes o' 1967

Senal Bonds,4%, due serially 575,000 705.000
July 1,19781981.

Term Bonds. 4.1%, due
July 1. 2006 (Smking Fund install- 50.425.000 50.425.000
ments due July 1, 1982-2006). 51.130.000_51.000.000

Total.

REFUNDING BONDS
Refundmg Series of 1973. S to 5.50%. 9.860.00Q 10.440.000_

due serially July 1.1978-1989

CONTRACT OBLIGATION
Principal (funds expended 2.717,927 3.078.121

dunng construction)
136.371Accumulated interest during 119.350

penod of construction. ~ 2.8377 77 3.214 492
Total. $ 76.364.492$ 75.052.277
Total Pnonty Obligations . -

s

EXPANSION BONDS ,

Electric System Expansion Revenue j

Bonds.1971 Series 3'Serial Bonds. 5.25% to 5.9%, due
5 -

$ 21,875.000
senally July 1. 1977-1991.

Term Bonds. 6-3/8%, due July 1,2010 ,_

(Sinking Fund installments, due 77.185.00_0 -

July 1,1992-2009)
-

_

Total- refunded March 10. 1977 - 99.060.00_0

(see Note 5)
-

- ,-

Electric System Expansion Revenue Bonds.
'

1973 Series ;

Senal Bonds. 5% to 5.4%. due 16.545,000 16.545,000 :
seria!!y July 1. 1980 1993.

TermBonds, 5.75%, due July 1,2013
-

7

(Sinkmg Fund installments, due 83.455.000 83.455.000 j
July 1,1994-2013) 100 000 OOC {100.000.(TGU +

Total. _ "'

Electric System Expansion Revenue l
Bonds.1974 Series 7

Serial Bonds. 6% to 6.5%. due $30.140.000 $30.140.000
serially July 1. 1980-1999. 7

=.A n s
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June 30,1977 June 30,1976 eq
Term Bonds, 6.75%, due July 1. 2014 U .L

(Sinking Fund installments due
July 1,2000-2014) 578.860.000 $ 78,860.000

Total' 109.000.000 1(39,000.000 ,

Electric System Expansion Revenue m-bonds,1976 Senes ? 7Serial Bonds,5.35% to 6.75%, due $Mserially July 1. 1981-1998. $- $ 19,310,000 fW
Term Bonds 6-7/8%, due July 1,2006 1.h(Sinking Fund installments, due
July 1,1999-2006) - 20,750,000 *

Term Bonds,7%, due July 1,2016
(Sinking Fund installments due
July 1. 2007-2016) - 59.940,000

Total - refunded March 10,1977
(see Note 5) - 100.000,000

Electric System Expansion Revenue
>

Bonds,1977 Refunding Series
Serial Bonds 2.75% to 5.7%, due
July 1,1978-1997. 65,765,000 -

Term Bonds,5-7/8% due July 1,2002
(Sinking Fund installments, due
July 1,1998-2002) 31,495,000 -

_

Term Bonds,6% due July 1,2016
(Sinking Fund installments, due
July 1. 2003-2016) 116.715.000 -

Total. 213,975.000 -

Total Expansion Bonds . 5422.975.000 $403.060.000
OTHER LONG-TERM DEBT
4.42% note dated January 2,1975. $ - S 3,750,000
2.325% note dated December 30, 1976 -

<

due July 1,1977 1,250,000 -

3.215% note dated December 30,1976 -
due July 3,1978 1,250,000 -

[r

,

Computer Equipment note payable in y
approximately 69 monthly installments - ^
interest approximately 5% . - 567,989

4.25% note dated January 28.1977 - .

due serially January 28.1978-1984. 525.000 -
.sg
b
yTotal Other Long Term Deot . 3.025,000 4.317,989 T

Total Long-Term Debt. 5501.052,277 5488.742.481

Long-Term Debt Outstanding

The Contract Obligation arose through an agreement to purchase certain
I.

transmission lines (generally known as the "A B" System) from Central
.

Electnc Power Cooperative Inc. Interest at 2% per annum is payable !!semi-annually on remaining principal balances -- no interest is payable V
on the accumulated interest. Payments on the principal and accumulated

f_interest during construction are due in semi-annual installments wluch ' '

commenced January 1,1958. and extend over a period of twenty-six
. ](26) additional years.

* 74.' . rp
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Exhibit E
NOTE 4 - Long-Term Debt Outstanding

The Authority is required to inake monthly payments from revenue to
Corporate Trustees for debt service as set forth in the related Trust
Indenture and Bond Resolutions. Monthly payments to be made dunng
the fiscal year July 1,1977, throuch June 30, 1978, are approximately
$ 1,535,000.

NOTE 5 Long Term Debt Hefunding

The Authority refinanced its Electric System Expansion Revenue Bonds,
1971 Senes, and its Electric System Expansion Revenue Bonds,1976
Series, with outstanding balances of $99,060,000 and $100,000,000,
respectively, on March 10, 1977, by issuing $215,150,000 Electric
System Expansion Revenue Bonds, 1977 Refunding Series, and
$90,920,000 Electric System Expansion Revenue Bonds,1977 Special
Obhgation Refunding Series. The refunding resulted in a net lass (the
difference between the net carrying amount of the debt and the
reacquisition price) of $11,244,416. The Uniform System of Accounts
prescnbed by the Federal Power Commission requires that this loss be
amortued over future accounting periods that will receive the cost
reduction benefits of the refinancing.

Net proceeds from the issuance of the 1977 Bonds were used to
purchase direct obhgations of the United States of America in the
aggregate principal amount of $300,912.100. The Government
Obhgations were placed with a corporate Trustee under an irrevocable
Refunding Trust Agreement and will mature in such amounts and at
such time as shall be necessary and sufficient, (a) to pay the pnncir
of and interest on the 1971 Bonds as the same shall become due anu
payable to and including January 1,1982, (b) to pay the prinopat of
and interest on the 1976 Bonds as the same shal; become due and
payable to and including July 1,1986, (c) to pay on January 1,1982,
the full redemption price on the 1971 Bonds maturing after January 1,
1982, and (d) to pay on July 1,1986, the full redemption price on the
1976 Bonds maturing after July 1,1986, and shall bear interest payable
in such amounts and at such times as shall be necessary and sufficient
to pay the principal of and interest on the 1977 Special Refunding
Bonds as the same shall becone due and payable.

The above refinancing was done in accordance with appropriate
provisions of the Bond Resolutions authonzing the issuance of the 1971
and 1976 Revenue Bonds and such bonds are no longer a lien against
the Electric System Revenues. Since the holders of the refunded p
Revenue Bonds and the 1977 Special Obhgation Refunding Series *;
Bonds must look to the Refunding Trust Fund Trustee for payment
of principal and interest, such obhgations are not recorded as liabihtes
of the Authority. Likewise, U. S. Government Obligations held by the
Trustee for payment of such Bonds are not recorded as assets of
the Authority.

*e im
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Notes To Financia| Statements

OTE 6 - Long Term Lease Commitments >

The Authority has lease contracts with Central Electric Power
Cooperative, Inc., covenng a steam electric generation plant and various
other facihties. The rental is a sum equal to the mterest on and
principal of Centrars indebtedness to the Rural Electnf cation Admmis-
tration for funds borrowed to construct the facihties involvedRental
payments are due quarterly. The Authority has an option to purchase
the leased properties at any time during the penod of the lease agree-
ments for a sum equal to Centrars indebtedness remaming outstandmg
on the property involved at the time the option is exercised or to return
the properties at the termmation of the lease.

Rental payments during the entire hfe of the lease contracts are equal to
annual debt service for construction costs, includmy interest on funds
borrowed for construction.

Total rental expense on these contracts dunng the years ended June 30,
1977, and June 30, 1976, aggregated $3,087,811 and $3.027,811,
re:pectively. Aggregate rental payments due on these contracts in
future years are approximately as follows:

Year endmg June 30:
1978.
1979 .53.565,000
1980 4,293,000
1981 .5,370,000
1982 .5,447,000 .

5,445,000
Five-year periods ending June 30.
1987
1992, .27.213,000 >
1997. .27,213.000

'

.27,213.000
Remaining years (in total).

. $35,566,000

NOTE 7 - Restatement of Gain on Reacquired Debt in Mr Ended June30,1973
%

During the fiscal year ended June 30,1973, a gain of $3,913,676 vias a|
realued by the Authority on an early extinguishment of debt accompanied
with the issuance of Refundmg Bonds. This gain was included in t
income on the books but the Federal Power Commission Lter r.ded that ?
such gains should be amortized against future operations. ~

The ac-
companying financial statements have been restated to remove tne gain jfrom

1973 income and amortize such gain over the life of the jRefunding Bonds.
n

NOTE 8 - Proposed Financing a

The Authonty proposes to issue and sell approximately $115,000,000 N
principal amount of Electric System Expansion Revenue Bonds,1977

y

Series, to provide funds for completion of the Sumrr. r Nuclear Station eand other generalimprovements.
Q{
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Exhibit E
NOTE 9 Contingent Liabilities:

the following civil actions against the AuthontyAs of June 30, 1977,
were pendmg on court calendars:

This case involves

Ralph Bell. Jr, vs. S. C. Pubhc Service Authoritv.a boundary dispute in which plamuff seeks a restraining order, or, in the1
his

alternative " compensation to the plaintiff for the injury done to
property ' Inc. vs. S. C. Pubhc

2. Gnnnell Fire Protection Systems Company.
Service Authonty. Breach of contract suit.

Amount sought is

$ 55,19t>.10.
Wrongful taking

Robert F. Marion vs. S C. Pubhc Service Authority. Amount sought
of pnvate property by drownmg cows when spdhng.

3

is $10.000.00. Same as 3.
McGregor T. Dennis vs. S. C. Public Service Authoritvz4. Amount sought is 55,000.00.above.
The following five cases arose when a 200 foot width was cleared for a

5.
100 foot right.of-way.

a. Amanda Earnhardt vs. Authoritv. Amount sought is $25,000.00.
b. Russell R. Burgess vs. Authority. Amount sought is $75,000.00.
c. J B Johnson vs. Autfionty Amount sought is $75,000.00
d. W E. Gore vs. Authority _. Amcunt sought is $25,000.00.

,

4

c. Gloria N. Perrone vs. _ Authority. Amount sought is $25,000.00.
The statute under which

Av.naer vs. S. C Pubhc Service Authority.
s

if
Avinger's property was condemned provides, in substance, thato

condemned land is not flooded within five years, the owner has a right i

for one year to buy the property back at the original price per acre |

paid by the Authonty, and that the right may be extinguished upon
~

90 days written notice by the Authority. The Authority has never givenAvinger seeks to buy his family'sj
such notice to any landowner. The Authority is pleading
property back pursuant to the statute. j

'

statute of hmitat.ons and laches,

Jack and Jeanna Myer vs. S. C. Pubbe Service Authority, et al. Fail- i

ure of transmission f acilities resulted m damage to plaintiff's freezers i7.
Amount sought is $50.000.00. This claim is |

used in quail business.
covered by insurance.

Nancy D. Boland. Administratnx vs. S. C. Pubhc Service Authoritz
'

Deda resulted when the deceased raised the ;8.
Suit for wrongful death. Amount sought is $500,000.00 I
mast of his sadboat into power line.
his claim is covered by insurance. 1

i
?
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State Ownieu ship .
i;;.
.l'

- ^'-g*4 '
Santee Cooper is an I1( I$I)U[

'

agency of the state of South *
Carolina, established in 1934 D() Elf (]aADas the South Carolina Public
Service Authority. This owner-
ship is unique in that the state
has no investment in the -

.

Authority but still owns all its
properties and assets. The
original financing (19381942)
was by a loan and grant

-from the United States, through
the Public Works Administration, q w/ k ,7 y-

9;
with subsequent major addi- :I
tions being funded partly by ) 7' c

f: - "Y
earnings but primarily by rev-

..enue bonds sold to private '

investors.
The South Carolina Public

Service Authority was estab-
lished by Act No. 887 of th0 (Acts of the General Assembly
of South Carolina in 1934 for
the purpose of developing the
Cooper, Santee, and Congaree
Rivers as instrumentalities of
interstate and intrastate com- James B. Edwards
merce, for the production,
distribution and sale of electric O- an Thornton
power, the reclamation and ''

drainage of swampy and flood- Da el k Leod
ed land, and the reforestation ^" '"'# 0"'''

of lands around its lakes. Ea le E Mo ris, Jr.
Although known as the Santee- mnCooper Hydroelectric a.id Navi- Grady L. Patterson, Jr.

D
~

D
gation Project, the organization state Treasurer
was commonly referred to as ww
Santee Cooper. The hyphen -

h-}1
n,

in the name was discontinued

SD _@.in 1976. -

2
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Board of Directors
W

H. M RobertsonRobert S. Davis PresidentChairman Robertson HardwareChairmc.n & President & Electrical Supplyof R. L. Bryan Co. Walterboro, S. C.Columbia, G. C.

Marvin M. Thomas
Vernon E. Sumwalt Owner Operator
First Vice Chairman Georgetown Laundry, Inc.
Attorney at Law e rgetown, S. C.Rock Hill, S. C.

J. Thomas Grier
'

Second Vice-Chairman New Director
Partner, Grier & Co.

'

Spartanburg, S. C. C. B. Boyne of Eastover
was appointed by Governor
James B. Edwards as a mem-

C B BoYne ber of the Board of D, rectors,i

eMechve June M W7.et e Merchant Born in lower RichlandEastover, S.C. County, where he has always
lived, Boyne helped found the

Walter T. Cox Tri County Electric Cooperative
~

Vice President of in 1939, was on its original $
4

Student Affairs and board of directors, and served
Dean of Students as its president and secretary. m
Clemson University Upon appointment he was b
Clemson, S. C. serving as president of the ?

South Carolina Electric Cooper- y
Y{.-W. B. Davis, Jr. ative Directors Association, a

Business and Real Estate member of the board of
Summerton, S. C. directors and executive com. !'

mittee of Cooperative Electric s

Energy and Utility Supply, Inc., ',

Mark C. Garner and president of the EastoverState Printing Co. Development Corporation. He r
Myrtle Beach, S. C. is Vice President of the advi-

, P

sory/ governing board of the *

B. A. Jordan Eastover Health Center and is ,

Chairman a former member of the board
'

Board of Directors of directors of the Richland p
Cherokee, Inc. & County Department of Social eg- 3
L-J, Inc. Services. ~' f
Columbia, S. C. Prior to his cooperative

experience, Boyne had organiz-
' .

g
. .

.

E. Jarvis Morris ed the Sandhill Merchantile . . . -
'

Owner Company in Eastover in 1934,
Morris Rea: Estate where he served as president .4 -:
& Insurance Co. and general manager until %Q
Moncks Corre, S. C. his retirement in 1975. f]

o:w;4,,,
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u m3
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9.~The Staff .s

p

.,
2

William C. Mescher <i
Prasident and
Chief Executive Of ficer

Henry N. Cyrus
Senior Vice President
Engineenng

Clarence S. Gramling
Senior Vice President
System Operations

Kenneth R. Ford
Vice President
Finance and Treasurer

Joe C. Norman
Vice President
Commercial Operations

Lucas C. Padge.t
Vice President
Governmental Affairs and
industrial Development

Robert V. Tanner
Vice President
Production

William A. Williams, Jr.
Vice President
Nuclear

Wallace S. Murphy
General Counsel

L. P. Dorman
Secretary

W. Andrew Burke
Executive Statf Assistant

Larry R. Bellavita
Controller

Albert Boyt, Jr.
Group Manager
DI3tribution

Hiram M. Hicks, Jr.
Group Manager
Engineering

David E. Jef fcoat
Group Manager
Transmission

Byron C. Rodgers
Group Manager
Production Operations

l

4
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Message From The '

Chairman of The Board 4
,,

F a:s ~
industrial prospects to look at N$6 ,

.' the lowcountry area of our
s state. "

The rapid growth of the
Santee Cooper system is evi-

h dence of its major influence
in the economic and indust-
rial growth and development

/y of its service area and the
-

State of South Carolina. This
important role of leadershipf u, has been made possible by a
conscientious board, dedicated,

employees, and a professional/ '

management team. They share
the responsibility of meeting

- customer needs through long
range planning, operating and

Growth challenges cont- m intaining the Santee Cooper
inued to test the ability of the system which stretches over
people at Santee Cooper during three fourths of the state, and
Fiscal Year 1978, providing electricity for use by

Major financing was again more than 250,000 South Caro-
necessary to aaintain an ex- linians, several major industries,
tensive cc,nstruction and ex. and three vital military installa-
pansion program. Two bond tions.
issres totalling $315 million We are proud that the
were sold to keep pace with people at Santee Cooper have
capital requirements for con- met tremendous challenges

) struction. The financing provid. again this year without requir.
' ed $97 million for another ing a rate increase, thereby

phase of the Summer Nuclear holding our electric rates to a
Station under shared ownership level among the lowest in
with South Carolina Electric the country and still maintain-
and Gas Company, $186 million ing credit ratings of A 1 and
for Winyah lli Generating AA, representing strong secur-
Station at Georgetown, and ity for bond buyers and low
$32 million for general system interest costs for financing newimprovements. energy requirements.

Delicate negotiations
continued most of the year
with the Alumax Aluminum
Company. A 35 year contract g
was signed on September 23,
1977, for electric service to a
plant which was the largest
industrial investment announc- .

-

ed in the United States in 1977.
The Alumax story spurred con-
siderable interest by other

:

.

5
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Message i
~~

From The President
"

1hour sales increased 8.9 per.
, 3. [_ ' %, ? cent in 1978 compared to 14.4''

,r :$ percent in 1977. Sale of whole-
.

sale power to the munici.~

-

palities of Georgetown and.

Bamberg and to Central Electric'
> p q*- Cooperative with its 15 coop1"

distributors was 2.8 billion kilo-*
* watt hours,14 percent greater$ - ),w. - than the previous year, com-'

[., pared to a 16 percent increase
1 ,

in 1977. In Santee Cooper'sy.rg .3dg retail area, consumption of
3 ' W.gA f electricity increased 9.7 percent

,

[[I$ .M % for residential and commercial
customers compared to 14M s

h I ' N p percent the previous year.
.

n

%.W# :J og .$ | Santee Cooper industrial cus-

%** s.x, g;, 4 vit ' ' tomers consumed 1.44 bilhonW F kilowatt-hours of electricity dur-, TD. i ,

| ing the past year, an increase
of about 6.3 percent over
the previous fiscal year, com-Continued growth in both pared to a 12.8 percent in 1977.

energy and demand during Our system peak hourly de-Fiscal Year 1978 required rec- mand of 1,231 megawatts,ord levels of generation and
produced record levels of rev. occurring on June 28,1978, was
enue. Unprecedented industrial up 6 percent over the 1977

peak of 1161 megawatts.development and expansion,
coupled with booming con. This record growth result- d

*
struction and commercial acti. ed in gross revenues of $144
vity and strong growth in million, up 23.3 percent from
service to residential and electric $116.8 million in 1977. Gross
cooperative customers are expenses, however, increased
the f actors helping Santee from $107.8 million in 1977
Cooper become one of the fast- to $138.3 million this year.
est growing electric utilities This increase in expenses
in the country. resulted in a 35 percent decline

Last year, Santee Cooper's in net revenue from $8.9 million
energy growth in kilowatt hours in 1977 to $5.8 million this
was 8.6 percent, compared to year. A substantial portion
the national average of 2.6 of the increase in revenue
percent. For the calendar and expenses was due to a
year our demand growth in 43 percent increase in fuel *?

Ckilowatts was 6 percent, com- and purchased power cost
pared to the national average which went from $55.2 million

-

of 1.4 percent. in 1977 to $79.0 million in 1978. |,
'Excluding sales to other The decrease in net revenues

utilities, Santee Cooper's total was caused by the impact
wholesale and retail kilowatt- of the first full year of debt

6
*

pf'/ j ( .. i,i i r
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Eservice on unit two of the
Winyah Generating Station. for long range financing, and '

Amoco completed con- we are working on a 10 year
struction of its new plant which manpower requirements fore-
will use Santee Cooper power cast and a 20-year transmission
to help produce more than system requirements forecast
one billion pounds per year of all designed to help give us
purified terephthalic acid (PTA) a sense of direction witha
an essential ingredient in the continuous updating as we
film and synthetic fiber in- move into the future,
dustry. Our prcjected nonnal load

The influence of Santee
growth plus the projected load

Cooper's major role as an of known industrial and com-
important catalyst for industrial mercial installations has re-
growth and development was quired a step up in our con-
illustrated this year when Berk- struction activity. Work pro-
eley County became South gressed on schedule for Units
Carolina's first billion dollar 3 and 4 at the Winyah Gen-
county in terms of industrial erating Station, planned to be-
capital investment- gin commercial operation in

Amoco was not figured in May,1980, and May,1982,
Berkeley County's new top respectively.
position of industrial invest- A contract was also
ment. Neither was AlJmax, awarded for the addition of a
which announced plans the 60 megawatt combustion turb-
previous year to construct a ine peaking unit at our Hilton
$400 million aluminum re- Head Generating Station with
duction plant in Santee Coo- commercial operation sched-
per's service territory. This uled for June,1979.
year Santee Cooper negotiat- Construction work on the
ed and signed a contract to Summer Nuclear Station in
supply power to Alumax at Fairfield County had reached
standard industrial rates. 74% completion by the end
Alumax is projected to begin of the fiscal year. Santee.

operations in 1980, with start Cooper is one-third owner of
up of it's first pot line. this 900 megawatt generating

To improve our manage- station being constructed by
ment of the phenomenal grow- South Carolina Electric and Cas
th and development being ex- Company. Our share of the
perienced by our customers output will be 300 megawatts.
and ourselves, Santee Cooper The commercial operating date
has expanded the scope of its is scheduled for 1980.
forecasting. A 15 year load Site studies were made
and capability forecast has and engineering designs start-
been developed to predict the ed for a new generating station
size, date, and location of site for units which are fore- .

each generating capacity addi. cast to be required after 1982.

tion through 1991. A 10-year The coal miners' strike
presented a unique challengecash construction schedule has this year. Fortunately, webeen developed to help us plan anticipated the strike and in-

7
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f
creased our coal stockpile &
from a 70-day supply to about '4/f. h,

115 days. This stockpile was
used to generate needed electric
power to meet our custo-

mers' demands as well as send
electric power to other parts
of the country hard hit by the
strike.

To rectuce the problems
caused by a shortage of rail-
road hopper cars, we enter-
ed into contracts to acquire
154 hopper cars, adequate for
two unit traitis, which will
assure more stability in ship-
ping coal under our most
economical long term cor:-
tracts. Also, to assure a future
supply of coal, we contracted
for exclusive rights to resarves
sufficient to provide enough
fuel for one major generating
unit for 20 years. The reserves
are located on the Norfolk
and Western Railroad, our first
contract with a shipping point
not located on the Louisville
and Nashville Railroao.

Santee Cooper's greatest
source of energy in responding (
to needs and growth of its
customers and as a catalyst
for economic development is
its people. The dedicated,
professional service of our
employees blends an experi-
enced staff with a corps of
energetic, innovative, younger
employees. This team is dedi-
cated to the corporate goal
and commitment to our custo-
mers and the neople of South
Carolina to opecte as efficient-
ly and economically as pos-
sible to continue providing - "
low cost reliable electric power. 4
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f, , . - During Fiscal Year 1978,1 _
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_
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- ' ;oa ,
g Santee Cooper generated a nm,. -- P~

-

p. Miotal of 5,978;256.000 kilowatt-i-r, bG--

hours of electricity, purchased 0 ' - #*
g' g' and interchanged

,
,

203,129,780 i N .

' -

m

.klfowatt hours, and sold 4-

- _ 5,561,559,739 kilowatt-hours.: ' d '
~-

J4.' 1This was an increase ~over the.'. ; ' T ., .'
,

. c prevlous fiscal year of 18.4%V ' * b<. mm
I Z2 IL,

i j in kilowatt-hours generated and.j> s y,o" '

, d, 6;4 _ .8.96% in kilowatt-hours sold; _ Ii
~

/ ^ ''

,

g, g.,The kilow?.t hours purchasedf 7,- Generating capacity.(%) '.y ", M ;
'.$ e v, n a.. .~- ;;::-<

and interchan over the;, f yg?
:. O l 1'sa reased 36.1%.~ .

-
'

@n ~ me period; ~ A new record hourly peak 4 -"'1 C
W ' ' ' 4 'J '.

.,ea-
E ' < duction; X.f~ g?"i

2,.

. Pro
'

T(J'
[ load' of 1231 rnegawatts was c , , _, .

''. P ' ' N CT" b/' set on June 28,1978, exceed %'' N ' ' c
j

b ',, ring the previous 1977 calendar '') 4:. Station Construction e- . ;u

g? ' ~ percent. '/ yer' peak of 1161 MW by 6- (. Units 3 and 4 at ttie Win R ~a >

e ' - .;' . ::yah Generating Station are ) W7-
' ~"

J? '' ' 1 An hourly peak load of M . under construction.with ached e -,e ,

... uled commercial dates of May ,n 1364 megawatts has been- ,

'

I-M ' o 'ecast for calendar year 1979. " M.1.1980,~ and May 1.1982.t ,1. ,for
. .

~c < Winyah Unit No;3 construct ''%'
. .

b .1 ion cost estimate is $142,230.E ' ' -

$

#

-

p elBJ. At the end of the flecal W"h '/Y '
$

U- - !'

: dyear; contract commitments '

,

; % .a g, totalled $81,867,000 with on .e hi ;; ,
j-

site construct}on;approximately
' I

g? ". , ' 4. -

N,.
7.10.5 percent complete.? w Q, b.-4Wn

wthe Unit No. 4 main stelostG- /g;e 'a u
17 ,% '' % ^~j foundation construction wenSM f v 33
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!{VJ Expanding Facilities' - ~
~

1.^
. ,ct . ,,

,. - - - x , .
,

. . .y.c. . .

,~
.

,' D @ @ M<
~

'
<

!. Preliminary engineering O ,- ' ' ~ - ' t '=: n- , l!. and environmental studies have
..; ~ 'N , di bI~

'

<

| been initiated for future gener ~ M
. ,

J"~ @I D @0 FI
.

IJ a"on to supply the electrical - -

' '

ha f; demands of Santee Cooper A 6 ' ?> _ ' - W. Lhj
. ,

ip ' usto.ners. Continued load ' ' ~; ;; J,- 2 LD'

-
. , '

Growth will require construction T
j ' ;7 of a generating station at a -

- - t3- - - I .- 'F
1; ' '"

3,2,av - no- <

new site in the mid-1980's.i A E -T%' ~" - - --
*

A contract has been . -
- f-

' '~
e

. , ' awarded for a third peaking
.

''

fC]- [erating Station. The new unit, " -unit at the Hilton Head Gene ' ; O 4, y L"/
d

e

a 56 MW combustion turbine, ??^ ' "',

M' ,,is scheduled for commercial, 5 %'
'

operation in June,1979. ' ,4 -,
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F 71mber and 2,560 cords of pulp-; #e - -" >

.. ood. harvested from Santee : 9s Jnm n. & < u- ; ,', ,1p-
[ w

, _ .

, - ~,,
,

'(" ' ' ' "s - ''
,

- ' ;f.ooper's forest lands. Which ' ' ~ " ,
,

comprise 25,000 acres. Santee , WWC , w,^

Cooper's forestry program pro- , ,

- vides opportunities for various
. ,"

( forms of forest recreation in ',
.

ciuding hiking, bird watching, - -

. -

'

' hunting | primitive camping,. ; -s .u.
1. and nature study.
6 Forest lands are under an c -
I even age system of forest -

[b
management based on a 60 s,.-

. year rotationiin addition to W ,

J, the many torestry activities ,
.

'' 'performed, intensive prescribed --

B burning procedures were con-
'

ducted at various intervalt. '' '

i- for the purpose of enhanc-f '" *

, ing wildlife habitat, controlling , '
,

'

*forest diseases, and reducing,

fuel buildup.
, .

. . - ,'
. .

k, y , Flood Control!'J _ J.C.g . . .
.

,,- , . .-= ~

dE - Santee Cd>por 'conductedH r . 4 f( ..
'

~

.

p spilling operations a total ofJ yi| t.
* -

t

p y 15 days during the month %of v n -

h^o _ January, February,and Maya y- 3-
#

^ T ,4 ' 1978, as part of it fl d s . G.;. 7.. trot program _n.a. .s . oo _ con ., cj
'

-, .

n.u w
., .

g.' S . .
#

,

" : The maxirnuet,' daily aver-ww H. ._j. #+

age inflow of 804,200gations3J , pf l W , a s , < d ; A s p^e.
F ,'per second occarred on'larW " ' E i % J % m ?' T ~

.
*

7 M;ary 2741978, Land resulted inl . S 7 6 F ; T $ &+ O !^O'
* '

t ".13r!. # ? - M4Mus maximum daily average spilt ; % e-._

u '. s }:f h 4 |d G N . 4 ;.o & %
/w' : 2This"resulted in the flood crest -

.~of 272,230 gallqns per second.N s
tX fT" ~ K d ' 1 5 - + M '* '

,+ W l' O ' M . D 9 . M ,,' y... _ ~r ._' 'ba n ..'.o. n t. he lowe. r Santee River being u' .74
- -~ s

-

% es . m
y'. c>y :

-

reduced to abou. t one-third of - 6-< <

n . -. -

,
. . .h what would have been 'experl+ r.-.cm *

- #, ' ~<
. ..~
> "'m

K.a enced without Santee Cooper's? - ' ROMS /w,1 w MV M:

J. + flood control operations. a ; c , 'ze < Mhl.W Aj=JS. m.: .,8 m .: ., ..
.

_.,n. :w - .,.,~; , - h. : n , y, - x -- .a,W
ff _ h v '". YQ Y. .|:Sf Wh 4- ' : ~- %.} ?', g,L ~s'%^' ':-; ,

-
$; iR

^ y'v ,v y'' q . c ' Wh..h e f." "'" % - og!', p $$b d ,
-

-y ,, ,
'/ ''

y ;;, y
* '' 3 -- +f.i

8T '",,,
..s;. s % j ' i. *J.e.,se.% ,4., a . W;,3 - A ^ Qvp MpqNi e e - w , . .gr Ar. ,i+i f 3

, .
'k ./ ;(4- ,ck I ' (d Y <k 1 E

[' m(,-
i I , , ' .

.-3[ t +j , ?%. ~'

sW.
* e .

st* r

, z. , -
g. p y. ,

4 ggt;p, .. V '' ;
4

'

A,_ Q : u \~ : .[ ~

D 4pgg: g f, .[{)it
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QQg ' < W 74.q;M $g
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Isadsastr;,ial Relations,s, ,i 9 < - -

.x _ y ,,..-s u- , ,--,# =

- = . 5e<- :. - ./ 4 ;.:.

._;. , v>: n ., -
,

. -

-f,',..s% . x,"A .-f , ,f, a : '. : c ': q =V'( g;$,,x n _
,., _,y, . , . .

'.
-;.9- +_

,c

h,#s3hI , N. O U,J.i,.
, - *

E Affirmative ' Action Plan # e ~~.
,

,

goals'were revised and conti-| -

, ; Under the'Careet FoundalT
need emphaele'was'placed a I [ tion Program, which providos? /[ ,,
on this ' rogram.1 ' O rotation assignnwnes to recentEp

.cofiege graduates /several partVCompetitive pay posture,M ' cipants have been~assi ned to W|0especially in relation. to ' south . regular positions / In additioneastem utilities and local In; $ '.' participation has increased in Wu3- -
dustry, was carefulty analyzed...

' ~ thei College Cooperative @W 4,Major emphasis.. continues to?. j Education Progrant, w 4; .fbe placed on the " Pay for ; - - - ' ' 6 Employment growth dur ' y -Performance" concept. . ;'
;

sing the: year.wayapprodmately. * J. i, -

* i An extensive Employee , 9 M.%F Multip!e recruitin0 eeue-
,

'"inion Surv was conduct .P : ces and practices were % e, ,. :' Major att ~ idVWOwo-[PF j ted itiCl the use'Of % |' towang the organization < < agenciesic ' recruiting,;q'g'
directJefer-M|1@

"

7,
jfindicated when bomparing ;2 advertishgi

-

1978 seemns wien Dw survey; ' jeats.A M f;P Mm ;J 3
'

274.?% L i: - OQSantee & _ W mR
.,4 a

* P art
. Ja the Em-Q , a policy of mak

sugges,tioriprogram w c t.empor g Aj.5mentic . V t.# 4
,

%gressedfast stant6 ally,wf. ,C$
^

, motion, and~ Sp Qfj
-
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-
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. .c% f. _e.- w -. > o yc .,4 g -_,s
'p ; ,,, e . ,x , - ' _

m. ,:~g , - _e ag,,,,_

~ ' * ' * ; , 4: , .g zy ,y, f, *3
,. .c -

.. .

* *
~ n . .r . ea. ni :n' ^ .s.n .)% y f, +

< , -

, , ,
, >

L J: , 3Gr. ~
h

-

-
- -% .it , ,.s - . , ., . .w .

y. 7 .~ - Q,4',.,.~,- - ,w . -p.,.m -

.t ..-+ .
., -

- *;'7 - Sante6. Cooper Y,ontinues ,= ,x_y
,

'

m.

y ,

< ' - ---

':to maintain one of the most :, c - ^":

' , safety records in the nationNz'-. " outstanding electric utility ~ %
' ' ' A .

f / r. j 7-
, ' f.In.1977, we placed second in' U ~ ''

s

' the American Public Powers . . . ' .
~ '

,
.

. Association's annual competi , - .
"

,, ,

L, ction for electric utilities operat- "| 2

".-
- ;. ,

d (marphoursg. ' ' W:' Wing in excess.of one milliong:
# -gy s

. . . ,T. ,
. .f~' . '?. Eighteen awards from thew -; r'

' ; LNatio6al Safety Council and A :, A; -
~

,

L24 from the South Carotina M o f ,

- :

w Occupasional Safety.Councit n;; * s, .! .ANiwere presentedJo Sa'ntoe ?% t ., p
- 9; ,

M
Cobper' units for theirfoutstand 4 7

%,.1$$aletyTreoorda.4Js? %, i ~@'

/p e . r ;.The Jefferies Generating f.w= :- - V

p: f$tatidos received the Award 6 Ja
- Q

- .Jof A8 erit .the second highestt ,j _*

s

"'pt.esented. from the Nationaly --
. _ , , ,* , , _

. ^77 %. : ,c -1.#, Y
; J c Safety Councit.: This wasin M - ~ % MAC Gd b y;pi #p p

*

.

, C . recognition 1or operating more g " * p t p W p c -..

3. s ~ . .. Ma,i2.+M.M,w .:m.n.Mk .T.,th.an one"millio,thout a lost 'rW,y -~ n m. .an-hours.Y f - W
pm, .cn .

. Nh k .nu W e+a, . .since '1972) E *w
I '',W(time ~ accident. E ^JW M M;#

n m --

I W5%%g4~

Eg % j; o g aQ4y
c ee an wovapve appmech % psyr .

tdrocogstizing employees Igr $C9 ~,j,
. a.m -

g, their.ouatanding safety partw 4g

4 pation,'she' annual safety meetW.m

M 4 .. N.. b N~ $ N M ]
,

M - MDMKd
eU *P_ ho'dwith* g sf

ow'snifSp'm %- ,
,s respective $ tits in theirlaceDa.c ens M ni

A&W'ad6pfed as 4tworficial ># 5,'' ..n W ='
TheAPPNSAiety1Wly R$ W Of,nwas m

* SDne for'uS6'by'Santse V *$ '
' ~ "

V P&d.I
,:.ap(etittyTral i S'~

a. gy .

#' pistm hMe ,?
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Auditor's Opinion -

c'
m

A,
,n, - ,.u.-,

- s.n, - y ::. m. , 7 - :,
. g,w

,
y :.v..n- n

.J.W. Hunt and Company ~ ; ,4 jf,2 4. ; y ; "S;,2
; . r. 3,- n

~
', .

.

./J' ~ Post Office Box ?65 ~,', .cy S |,q ;:($t|4/., ' 1807 St. Julian Place ' cut; c..e. W f1'JL d ~ ,' c
.s ;; 2-'M ' 7 ,; ' y Y ' v v '.T3 Columbia, S.C. 29202 '' ',,' ~i- m;<ccty sf a; .M~ .a v. T ~ >

~c' f,. .iq n ;M ,;:< | ' : q : , , . ,

. ; ':. ' J.s ,

, i' , c
, W , p r '- ~ ~ ; ' ' ''+

''7 , .,f'' . [ , ' f, 3 f ', '''64 ,. / i'~ f 'MY< ''
- * ,

,',,.c, .. -
. .

.
, _ g .,

,The Advisory Board - o
"~ ~

), . South Carolina Public Service Authority ; 6 ' c " , q ' , j'i '-

s. , ,ic'. ,

~ 5 _.-Columbia, South Carolina "-
. ' N.,g f 3.q , " '-

-

s v
,

,i, m,,n
. ...-a , s, ,-

; ; ,,f -"
,

-- e
.

. ,.;a 4 s ,y q g ;,,;,; .

C, _ Gentlemen:, -- ,_
- - % '

. e- , ,. :n . 1, ~ m.
- . We have examined the balance sheet 'of the South Caso44aa ' ' '

'':JPublic. Service Authority.as of June 30,1g78;and June Eb, '6 19
| Jrev%"and theirelated ~' statements , of accumulatedinot Wenues, revenue.and expenses,'and ch in ,financief V -) ' position for.the two years'then:endede examination 1 * . ,;_5

~L'_; was made in accordance with generaltyWce,pted^ auditing #1standards, . and accordingty
accounting , records; and su included .auch tests' ofi Gue', s f'--

ch 'other ' auditing pro.cedusas
TN as we considered necessary,in the eftcumstances. v _ ,n', ., ~ ,P

For, the year ended June 30,'t978, the smethod'eiend.ter
m.

bJ c'omputing !be. allowance for funds used sc.

was changed. con 40msellois ? ly
f". Federal, ) v[ ?nn incre.' Energy;'in accordance .weth '. ges- < og

tiegulatory'Commiss80s. '
. :

ase in the amount of interset k .~-
'

~with~a resultant }ncrossein ri 3 J-
. . ? See feete 10.~m "c 'ot revenues of stWntamount W
k|Jan our opinion;' the acew.w .,...,,6-NiW..;rf'."

'
g;

J ' .S ,esent fairly the' financial,posM,. 'the e:
'

Servics~ Authority es af" June
M ism and .the moofts at- tte operation's '1% j%'f.hnancial.po' hion!for the two 50 yearss >

A conformity w a accepter.S 'appned on ith' gener. py .
'

Vipreceding paragrspQ u ; |'^|, ' cept ine' %s consistent basis 'ex , ;r;

f F M h ty st sete d %u : y' Y. S.'
"

M: 4
I M ' N| / ; k U C|: inR ,, w.A

Vi*[,t. ; ycj s W j |::q;:-:;q:Q, m sxMcqi.;YW;
'
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Exhibit A
BALANCE SHEET
JUNE 30,1978 AND 1977

.

,

. ._ > ""
r. _ , . .

.c

1978 1977 ,-

E Assets ~ ^ <

ELECTRIC PLANT, AT ORIGINAL COST .' NOTE 2:L b ,/
* Electric plant in service . . . . . . . . ..'. : $377,591,327,,, , $363,498,199V

c.' 'p*652.775 ' ~ 739,5874 .
-

,. Electric plant held for future use... . 364,237,766
' Total '. . . . . . . '. . . , . . '. . . . . . . . / ' ? 3 78,244,102 > , 57,600.078, '

'

66.412,477.

Less, accumulated depreciation . ..
n i f : Balance . . . 6. .'. , a . , . . J. . . . 311,831,625 . J 306,637,708/

[ GConstruction work in progress...;. J206,158,4037;;
?130,524,490_.L/

'

517,990,028 , . 337,162,198 '
i , C Tot al . . . . . . . . . . . . . . . . . . . . . .

, , , ,

. .
-

,

,

.n " 545,508,622,838
OTkER PH SICAL PROPERTY: ......

'' :

"y 132,392 "
~ 126,190

k Less, accumulated depreciation . . . :419,318
k , Balan ce . . c f . . . . '. . . . . . . . . . . . - - 490,446y%

* ~s2 , ,

, , . . , ~ ~ .%p 'a (
|f,Ix , , '- ^

..'~.'L,|,|'''' ,

b-
, y{?s , .-4"

!
*

,; ,s
'

,

ilMPOUNDED RESERVE FUNDSL "m" *
- _ . . - *P ' y 4 .sy

j NP 3:. . . ,1. C . . .s . . . . c, . . . ; . . . . . < , | 154,598,462j ME .90,599,868 .
..

.

, - .. ..

a q @x L. < , , w-~ . '' a v q_ w q. . 3 g .,g,~ y
z:s u- ..

y' - g.

-

i
> ; UNEXPENDED FUNDS FROM SALE.OF4 W;% . j/L| m .;-3. A M: .~W''"

_ ELECTRIC SYSTEM EXPANSION' -:55,032,141'
REVENUE BONDS NOTE 3.. W...q. .,Ii217,258,039: .. .y

~

3.
- :.. ,. _ ~,m . . - . -. -

W. y' ,f M , -
,

I '

CCURR.ENT ASSETSh 7 '
,t .v. j 6.376,80437,311,424' 4,

_ Funds held by Trustee. Ic.7.. . . . . .. .
s. a 01herfunds...L.......<...,C../. ? * 5,894,262

2,085,72 j+
. u NN" ? ^ , ''/s . m c-

.

~ 7 Accounts receivable, less; allowance .' 113,650.309

c y Accrued interest receivable.C..<;k|7 2.12.438.059i(for uncollectible accounts. ./.W. g , 940,931 1 % , .473,121.[7 '

; . *
2 7'f N ' %

MG Fuel.' .. .'/ft;;;/.-cm ,, s. . . . . . N. . < d 7:
I ^ ~ 'inv'entories (at average cost)t. , b.15,713,110hb.,30,941,450- ,

' Materials'and supplies .s.R; yup %1,783,825Q,;;; .0' ,522,102.
/ 394.177% c ~ ' 460,297_ |sr-

:9. Prepayrnents (Insurance; etc.).1 . . . . . <

EF[ 9[Q Total'.'. WOW. /; .W . s i.$ 744.4MUW IN& 36.40GA03~, M Nn . 7 ? , * /'" A * M S _b W N D
.

h. s . .Ui N $~# ._ .

~ + + . w my .w., g,. .gw:g.g"%m.cy?mas9em_ ,

:s.7
-

.DEPtRRED DEBITS MsV% x: w d w.L:i ; Unamortized debt expensel,i.t.# 4.T223,199D: c5 'f@2 562,096s
.. ,

1

%J'MyM '"M@p:11,125,22$ntjnamortized loss 'on J, $. - ,h
** i

. J,Other deterred charges...h....M,fg.j'e,738,401|:gg' re' acquired | debt.% M 379,586 % M 511,2617
.

L' ||~' ' ATot at h . . . . . drLi'J. tim' G14.341.1 %@" JJ 14,195,584 3.."'
%

b;(W..f'O
.

r.24 .;w-g gy '- . 3;, l . : 1 ,

. Total .. J.Z. /.r!. c, . . . . . t$949,153,939 :.5633,821,912

* Oar #q- . p &;p ;w-z a A a pey.,
''q. q .;,y

[ y Q._ ' :. %,.my
~

; ,-. .;. , 1.e, w ,.
>z.,

. ; ;p . y , . . . - ,. ~ : -., . .w
v,.

D UW.
_% . !,48
b' oy

g

> -,2%
1 m oI D e > -

D
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.

s. ..,.
, % '' #g - . . , ,

;.s S--_ -1

pgw 7
- -

llabilities and Other Credits mu c1978 - V~ 11977 U
'

LONG-TERM DEBT NOTE di _ ': IW "" 't ' *'' ~

~

Priority obligations . . l. . .. . . . r. .. . : $ : 74,860,842;
, $ 76,178,480 3 w- . :< : e -#.. .

t

k LElectr6c System Expansion :';; iw
. Revenue Bonds V.'. .i . J. . .; 3.. r^ '737,975,000 A . : 424,150,000 m

1.700,000 - < 3.025.000 :g ...
Other long term debt '. . . . . . . . .a . . .

o To tal . . . '. . . . . . . . . . . . . . . . . . .
814,535,842 a = 503,353,480E "^

*a m C a.'.

. Uriamortized debt discounte - ~ ,7.795.180_[i " ~ and premium netD . ..... Jg . ~ '12,882,827f ,>: -

I,' , . .,. Balance :.'i. . i.'.. . , . .t. . 2 ; 801,653,015_gM.k495,558,300_
" ' 1 Accrued intere. st due July .1 - funds R'" .,4. s .,..:11,- 7 , u ,,v -

. . . .,~

. -.-
. '/74 % 11

.
,

. remitted to paying agent and .. . -' - *
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Exhibit n
STATEMENT OF ACCUMULATED NET REVENUES,
YEARS ENDED JUNE 30,1978, AND JUNE 30,1977
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Exhibit C S

ST ATEMENT OF REVENUE AND EXPENSE ,
_

AND JUNE 30,1977 -

YE ARS ENDED JUNE 30,1978. 'w
.

p
1977

<

- - 1978 a , -
~ w. , ' ''

f ELECTRIC OPERATING REVENUE:. . . . . . . . . . . ; . . . . S 14,585,30642,202,378 ,".198,978

t . S 10,801,508 Q
Sales of electricity: . 33,995,565 ;

%m;1
5

Residential .. 5,048,561 di.222,843
Commercial and industrial. . . . . . .

.,

[
Public street, highway lighting .. ~ 6,329,365 '673 4,.

,
5"< '43,240,100 .

'

6:

Sales to military bases ..... ..... .Sales f or resale . . . . . . . . . . . . . . . ." ' 61.695,[
T25'AdiD5 f , ' 722 .303 040f ,M *

Other sales . . . . . . . . . . . , . . . . . . . '
i ~

i~ ,

! ~ MWTotal sales of electricity L.. , k.. . ?'J q117,450 .ue
6

_ ,160,847 ,
~

, 4 ';'459,311L Other operating income:
For f eited discounts . . . . . . . . .. . . . -

481,3935 322,264i " *~'

Rent from electric property.....; 322,107 J 319,618

income from wheeling ... . ......; : 271,725 % f ; s ,I
R,' ~t

M %'.w. o1,236.072 id:pf g;,1,1218f43,
,

O ther income . . . . . . . . . . . .. . . .
1 6

Total other operating # ~ ng. . : , .t
....d..h....g '

! income . *T, ..Ne' _. , wrf ~ J ..C', 726,993
,w

g%; 94, - c[,
Total electric operating ?[.i . /y126,574,877 %c

. m ..
.

revenue........ g .m ; %%g m,. s

' . f ; p r _ ,.,, .;p?.' }'
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.c,s ,:N M cP 4 7..w.j
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~s -
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&,. w u? T+N. .';. +-'
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,A
: ~ " M.W W ? 'W? -

-'-

f+f.W.h.M.w -A ses:
- 7[6,168,5147 'f, T46,848,2961 -kilectric power producilon/ .pgI '~t #

,.?; 724? . ww 18,331,935
y

Fuel bumed. .. ......;.J.W drPurchased power. .M.. ~.~. . 144 - L 2,813,111'110,0607" w t 8,429,985 -63.610.216 -
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F, . 7'I
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ii.. S : 6 d6,
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t .-
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E
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;6..jjipW7MEL305
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m w ~ e - ? WORKING CAPifAL PROVIDED:2' -m A ~ >f % @' ny. p
y , ; @;p4 g 197$

i w .e, < w--

gb t'M@..V ? 9" a(- g$g g1977L
: sy operations:, c , 0;?A':.. i s - i M . dy,w?j . ~

I

g gch:y g[i. Net loceme. , d. . . .. N .d.h (86 ' 5,834,4aChampe8 (essedlW0 Winecmefnetyi i aiTWZ[P gg)$p@6,
'' < 'QM 2W A JSig71 Al'h; y .k , J' h N. C 4
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Cpggeddingerrequiring4 4 :. g *J c*. a : ; G C o?.did:e JV Ukp) - g - N[j g '~-"w . j;
- g

MJQM88'g,yd OspreciationM.?d..e O 1 #%p
dq < w .ge..p.MWWhing capitalF 4 3; y . m- p.

ugyp'y g),,g, Q#,,f,h -MAmottuation'ot, debt discogsptV 'fQf .,'910.qM cyA21h884ULA s %;}.o
t Mb N i. E d b:]d8,874,

- -
--

9gM

, d;#'ii. DWW W m (+Qincthse LAaccumulated / 0 WMW
%I

**nd expense ga..aw.4 +391,7ae.t t 4 'W? 1-G:Q!
- :WW

%g. . ' %. 2. y . p . "iem pf,467"
n ae= ..

%W.'W p/p 1'ip 'E@,J a , MT ' 4. !! w x
g.jg , UgWM n/pN Y s;.,: reserwfor future '. 1 L $ ; F v 5 Nan; g .

_

M ? f 22Y,k ["ortiza n o (ga'l o s's)7 ~! h
. d1 ,_ aqt*4 j 1353031g

g "2,043,710 (f J W.c : on reacquired debt net .... ^ 59,397 ~ f pc J(227,4961 a 'C
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..NyP3-. ..3

<

32 .N 4 Total from operations h. ; 15,565,232- V n~ 15,217,315- '

Q;k,k,%mmf g
; .? 1

.
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4_ r
d, M &[~ Q| Aw@ p .f @ ~ (% ~ Other borrowed money :.......W.c? L Safe of bonds: . .. . . n . . . . . . .y . . .y j315,000,000

'

9-$d
'

Q .

',Q.b 7pNhM . h" " M g f f:t' |d Cincrease(decrease)in construction E t' f
' 525,000rr' g MR w ... s,

- N%pMM - '

V.Mr P

s

h 4>-

gg,727,3go[ l
i . i f und liabilities:. .. . . . . . . . . . . . .b S 11,050,059):

.

W W: ' Q393,881 '9at erim. .g
7_ g g? Reduction of current liabilities by? 9. *1 -

,

h7 4 ~ f ~ bond refunding:. . . . . . . . . . . . .m . 7 - 4 508,852s",A W 4 # '.

391 y .146 149Snee: m A.
,

? SV , ^ ,
gQM Q4y03,900 T. Jincrosse (decrease) accrued interest ; K -

~

,
, .

a. due July:1. funds remitted toc. N ~~' .'*o . F.
'

% b- ? s
. 'm. .

,4

[ %m A.,:p&gp, %p y.m .! Q J(7%"W in NM

n,. . e ,. ., , -

y , Al a , . ; paying agent and carried as M 3 y 6- ,a 9';
,,

,je " _i
e' Customer contributions for -; impounded funds:. . . . . . . . . . .. . . .

# 4,091,735 , e (906,6 t h) , .n e K-p- ..a .-
'

'~ '

;
' ' ' ~@- -kt- ' '

- .

3-.,

f k[cNeNtbr"deferr f . -U - ',W I: ? 29 30
''' ~ ^ ''

*.

MiMNW$Ud@;S .N g- > ^p;;N@A e ,4,i" P
- k c Mrg es . : . n . . . . . . . .'. . . . s . I. . . e V 131,6T 39,456-TfM

,

*

h a@yMG@pgg??/C W(g % :'& b 25'

.

~"
E t. b ' Total working capital T ~ ' A V;( S l

$v@igL 8 w. cam mw$.g, y ,6,8344w. P-ue L8. 8,978,217>9 " . ,O provided:, . . . .~. . . . . . .f . .U . .,s qM
41

. ,m : 1 1 333,738,583 - 117.782.924 -t ;d , .- -- . - -

4 @. .fi " ". w
2. w- >wc - -w ,a

M,,RW Qgof %Q 4 _ - .; : WORKING CAPITAL APPLIED: . ; ? o

a.m ,s.g % .."4 r > 7@ L . a; 1 3 : Authorized distribution to State : ,'
i M ,

W 44.g@y@Qw
s.

i,M '

,,
,

;fj$ de Q'i';;c ,q ';g gjp,,jy}3- : ,4 L Retirement of long-term debt ..'.i.y _ c. 3,817,638 ,J
. 'u of South Carolina . . . . . . . . . u . . . . . 1,200,564 / ,' '1,797.497-''N _y1 . ,

*

1 ,872,509 y .4J y,
9M 4o b aincrease (decrease)in impounded -9 o i c-~~.g.. cp -: ,4. ' 9C m ' -

,

c, c J iW . reserve f unds: . . . . . . . . . . . . . . . . u 4 J 63,998,594 ? . _ (18,301,478) ,
i 4 w, T ' M @IJ4 .

a'';,a4 '-
,

W. ?I; ~ 'hQ-N $"I
"

,-;- .P kiiAddition to' unamortized debt R'' ' 1

45,529 .
,

Q(a'
.

' @ & Ediscount and e'xpense: .w... .. .. ; y :6,140,524: m'p^ gW >4m @P 7 ? Increase in electric plant and other 4 physical property:. . . ' . . . . . . . . . . 4A 89,773,868 :c87,770,399 :
. . | ~ '

o .. Y,; we. , . $- f: ,
W~ y~-2M .

.

-h.4ed.F j C [4
n..

*.e. " "-

%gfW 6 M T A W. 'M dncrease(decrease)In unexpended - 'iI ..

y .f c w- X F funds from sale of long termi
- '; ' ' ' 3. a

'%% pb-

.f i.h.Y H p.';4q; Y C''',p y,ny .sW & N ; obligations:. . . . .i . . . u . . .. . . . . _ c 162,225,897 ', :(57,401,486):'
*

% pt,~Q;b -A~ Jotal working capital' S " ' ghNSee Ah panymg' Notes to Fsancla staiements/'I -
,

, applied . . . . . . . . . . . . . . . . . 327,157,085 18,783,050 .Q y,,
-- - , ; j,
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~' ** O
j / ~/
e R

t_ J 52-

53

dd$dC .l= - _ - - -.

,, _ . _ _ _ . . . . .



. -

,.

. w . ,. -< s., o'. ,o,-. p 'C,,

- --

X 7 g-
. . . . ,

L'P. O. SITIOCWn
,-

. g;

MENT OF CHANGES IN FINANCIA
. -- . ,4g77 , g 73,ggyg p,g, - 7,

M
ASE (DECREASE)IN WORKING -p, 1,498 H.--

h%
~ u

,c .

n 7 y g' -

p tT Al.: . . " " ' , , , , , , . . . . . . . ' - 4.*; '
: , s ... ~ ~- : r v.c : . .w'.' *~ ^

ECREASE) IN WORKING''., %*, .' } '|y 934,620, a i }', ? $(328.024) -
' '' ~

. dti87'7

EASE Y COMPONENT:
2,908,5422M ' ; , 973,g71(23,572)'nds hetd by Trustee. . ". .'. .*.'. ."- ' W@467,810.q374,gg7)

PIT # '

,,,,.. "4

ther tunds. . - e.. ..
*''''

-

,,

J 466,120)L 7,j' n " 349,946~~3 033,383c
ccounts erest receivable. . '. .". - gp5)

44,456);yc,.4 A-| 4226,131).cerued ,,,,,,,,.....

nventories __,,,,,,,,,,,........ . (280,593) .. m--fi 33,172
-

repaym e....*
*''"'

d22.060)f ' ; kg 4.g37,354);
Acco,,Ms pCustomer deposits . . . . " a"es .". .'.I'R.? -Wes.... " ;Y M,378).,,,2# Q'gjh;

"
-

97 . . 7 ;.
--

%

Accrued sumsinlieu of t x
, ..

J
Miscellane c p"t,496' aps

,

T Ol aI . * * * * , , , , , , , , . . . . . . . *.
M7j, f 7 g 3.-A.' '

' " ' -

i
f $ ; . 2 'c~ a f g'<y :.e <- , , '. . jpp sg- w m ,'7: q q ,.'u g g ,; . , . .

*
,m-s ,

, -

y z-- - .s., , m --w c > .

fff*jry ?, ' -f,.: . | s 'y =,~q

u. ; gMr,q , <a;;,3~ ,:p9p
;m. ..mn ,,.;cz,3;,

.

.

, . g.,
.

,

- - ~ ' *

m ~J .* > - ' ' . .
. . (, .+~

- , y e.w. m,p
, ,.

' -

r
.

,.,+ > :~ 3 t <-- s .-
.,y .,,,1<>

~ * ., ' , * A

>'

t ,
,

' (9'

Y
a ,e 4

y up z , y.y,{4h ~ n,,* -. , , ~ -%:g-* ~ n: ,-'

7 yL n-n ,- y . . , n..arv<
;20

, > . > wc~ . + n
.s..

m:. .. .,~c<.
_

.y

. , - t * s s n .s. ~w ,- ,. , .e . *..~me.. , *-pw .u,- vs

y 6 * I '',y' M ,*M 2 4 .f., .44.,

' , g| . 5 p s |',, f ' ~ # ~ '
& h Q.g.f '% s Y ''"** :M > %h+ 4Q'# (

-- ' , 'w

a de% v :cq. s y,,,p y,r&y .w.3.w-
u. ny e.

i - g,4 . y, . t
t

' - < - - ,- , w wp. - n!( g. -
>_-a',4, 2 . , m 4 c c '' y -='',d

.

* s

4 . . . e- .'1<1-- ~ +p.r 4 L ,, , v. .L

f M C{'.AWV.''Ah?**
,

* %. '.,sg Rf$a.m-- ++ , An ,

|" Y%|,||f.' ? |y?. '~? N
..,#- 1 . * * _ gPMM

," m y%o g' %y y, e. w g %

: w*
, ,

3 w. , Y n.d!.Qvn@-? ~ ?i,
.

~

' ' ' 91 '' '~T ?

. , % .v g **i%yg 4*%.t . g.., ,
-.sm,p r.?-'t.. .

,4 .9
a

* W s r t h, ,|g
.g f"/ + e? M s 4 4 p.

. . -# -g.e", c'f., A'e
h*s gq1y ,'. 4

.

*r*.'??
''^d Mm er- *

~..v. --,~ - .

1 n . m .. :* > > .~. - - & . - . ~.'+t-w v5gy
^>- ' ip . -

-d*''N e Sy*W@. 4g &.j - . ;- ' : g . J .h, r y % ; f * * = ''j j Nie %
.

5-- -> .
.

.~.(, ,

, m m.c

A m'' " m+<,",s " . * 'pd .

p%gg A!y.ggg.m
4 . .y

.

.

,

m . Q . g d a.{ g-i.:. n .W> n.w ,

- . . . -
. -

y

,'2 A p. ~ aWnW p h ,. L -
, m-m| yn ,3~ .7,', Q<99yg,~mpiqq 9:wJh'a"m* **'4^.,,; _ _ + n .,

, , u s4'g*' Q g
- .r

* Ny:
.' ygff.'??$br- - ,ys .,'+g'. . .n

,

bg
- g ,"On***g * C 'i .W A..-

see Acco.mpany ag Notes tO .
.

.;'

g4i . . , m \. ""

k m,s.
.

,- ,

4

54 n.v,. ,' t
. . . . . . -

4,
.****W* '

0~ ~

_
.

9 fD

y 3] S s 3
1 r / '7 9|.ILO/ (_ I



Exhibit E
YEARS ENDED JUNE 30,1978, AND JUNE 30 1977 CUSTOMERS' CONTRIBUTIONS FOR CONSTRUCTION

-

w
,

p
b.;

~

,

p< -

; Detail . . Qm
-

- - - _. . , , --J 1978 ..
,,.,

--- Y $ ,*

' ' %e-
. . . . - . . .-
'

. 1977
| ACCUMULATED BALANCE, -

.

w

BEGINNI.NG OF PERIOD. . .. . .,. . . . . . ' -- ~'

' A ' g' ' -' o ,.' . e-

.

, .. - . $. '

$301,395 '

~

y-

ADDITIONAL CONTRIBUTIONS.. . . ~

.

. -
'

' 65,035
TO TA L . . . . . . . . . . . . . . . . . . . . . . . . . .'

-

: g.
. . .

. '

/>
- ' '

BALANCE WRITTEN OFF credited to_
366,430

electric plant in seMce,in . .

, _

;

' the Federal E'accordance with Order 490 of , -
,

&

, ' Commission See Note 8nergy Regulatory
, V

,
'

,

% . . . . . . . . . - ' , c. - "

ZACCUMULATED BALA

- - -
- ?.

_ ._366,430

, END OF PERIOD . . . . . .NCE, '
_
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NOTES TO FIN ANCIAL STATEMENTS 6
JUNE 30,1978 -e -

.

,; , : , * ,| .

8
''y' +

,) b . > ,, ,+

(N'OTE1:. Summary of Significant Accounting PoliciesL
~

The account!ng records
~

-$.[ GENERAL ACCOUNTING- METHODS; if
s:sc '1, of. the Authority'are maintained in accordance with the,Un ormSystem of Accounts: prescribed;by' t.he _ Federal Energy Regula-
11
f , e tory : Commission ;(formerly{ the Federal Power Commission).

,,

;The ' cost of.' additions ; renewals, and
~

28. -{ ADDITIONS TO$LANTe
y betterments to the electric plant is' added to the electric plant.

h ^ !Such ;costsL inc!6de idirectclabor2 and; material,Hindirect con-istruction f; costs -~(nupervisionfandJ engineering),Tand~ interest73
m - J: J fn'., W"

W:' C ;during constructioni ,_ , ,
-

. m ~ -w. ..

< < DEPRECIATION.. _The Authority; providesi for depreciation 1on : a :m
:.;C. 4

c traight line basisTover the. estimated useful . life of the properties.a
A ' d as fuel'id consumedIe

D f .f~UElb COSTS..Fuci7 cost lare , expense ~

w .At: June. 30,.1978,' and June ~ 30,1977, the Authority's' electric
4. - f irates included fuel | adjustment clauses under: which fuel costs.c

; ' 'above 'or below; the5, base' levels: included in . the . Various ' rate
tre' ; schedules were, billed for credited, to customers approximately-

-

. thirty days to six months after such costs were,incurredO fe Fn
%. E K PENSION , COSTS.L ;,Salarler paid =byitheLAuthority 'are . subject:

aw .- ~ - .
., - - - . .

, ,<

^fsa Tto ? withholding 4 and ' employer |fcontributionsY Jn? accordanceJ
e

U;r ';dwith7the provisions:ofia Statsfension) Plan.!|admini@wed by:r

~ . . a the. South Carolina State _ Retirement' Sy{ stem.xBates are: fixed 'y"]fy.Vgg +y v]';f ] A '].]M Qy, State statutes.-
.#iBOND' AND!!NTEREST MATURfilES!DUE JULY:1,"1977 ANDJSP %

,

?M i At' June;30,1977,; the' bond |and ' Interest . maturities due Julyd )'
~

~
~

< D 31977,ihad .been: remitted to paying , agent ar.d were treated on 0 o g ,0
J ihe f. books ' and financial' statements;as' ' having7 beerG pCd ! on

.

S W M M % ;i n g A. M E. .E OcP
: .| J f en . - 1

; O', ? June 30,1977.-
,,

_ ~ g~ . ~.~m 2+.~m - e. me.n , , a ,a,e 0; w(
,- -- m .n rgy w
y y ~ ,

W ibeing -held ~ in | impounded (reserve . funds landi the , liability?h&_h-[ftJf l i

Di

A 5.shown therefor.OThe balance sheet"for June'30/11SFF, hes'beeni
'

T ' ~ .: restated' to shovD funds being?tieldiMaecto i reserve .fundad;.

x ,xthe__fu,Q D .: 7:nd(held are asjoitousR P.fMg i.'.i@f@%,. : M d.|' j
. 59

r;-[ %C ~f
' W:y & . A2 , 7: *

%+Q :.Mv]jnj ; g:g.n d:G%2d@M.- % |L_. .
W ' M..,. Q:g; .

W x>
. Q ny '.- w ;j. ~| :.:

-T g _ .,;
se s : .. 3

..
,m .

. cc m.. - -<wc-
. >2 % s . u* .Yr ;(y r,.wm gs

g*, a f . s g.q e_ g , ; zwm ~m- .e
Bonds and,coupone, ; .e 153.-

.gd[f.,Q .m 23dF3[ _jm 4. AL.;k Nmatterity N.D.O
[m%kN4 %'44* K r p ,.y JZNfOl

Q Coupons,, prior mat _._
s ._M R

.. .-

g. . y' Q 1 4 6,, s b. e:d. . . . . . .~ w.. .m . 1 %m '

.

' , Ti.-;.s:A;q
.p-- . c

4

/ .c i ) ;
.

-

-
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'+..

~ | y.
|

>

.

I' d , ,, _ ; , , "
,

u, s ? - t, s.

k tri summary [the bon'ds and interest triaturities were tre'ated as' ,

.having been paid when rem t ei t d to the fiscal at,ent.| Under the
t t d as pald when 4', . .new rpethod, the bonds and interest,are rea e,.

the fiscal agent actually pays the bonds.~1n the meantims such '^ a> |.>|' funds are carried as impounded reserve funds.
TH CAROLINA, South -

3

.G - DISTRIBUTION TO THE STATE OF. SOUCarolina, law provides.that "The South Carolina Public Service
. Authority'is a corporation, completely" owned .by and to-be|

' operated for the benefit of the people of South Carolina and -
:

r desirable'forany-and all net earnings thereof not necessary o . ~
..

* the prudent conduct and operation of its business or to pay theotes, or other evi-f
-

b d
' " principal ofTand the interest on.Its, on s, ndences of indebtedness or other obligations or to fulfill the terms

: _''2
<

and provisions of any agreements made with the. purchasers.
or holders thereof or others shall'be paid over. semi-annually

-

.

,to the State Treasurer for the. general ' funds of the State-..

and shall be used to' reduce the tax bordens*of-the people of; ._ . ~

Ethis State." Payments to the State are indicated on exhibit B.,

-
- _- - -;n ; , , , . . . .,

! NOTE 2.' Electric Plant 2- ~ vi oA.n, _ s f. , ~- ..
,

"~- 'sJ'- " ' r,
. _. See Note 1 above. <

- l'
c The Central "A-B'.' _ Sy st em is being acquired [thr'ough , an
finstallment' purchase contract (see Note,4),.and the: Authority ,is to
! .rocalve title to the property upon paymerit of the fullJamount of the .'r ; f- s;N gr.1"

E contract obligation to Centraf./ e ~ . .

e r , Other' property being used by the Authority under,' tong-term
f lease comm.itments has not been capitalizedlf ; n* ' sm. @ . .n .c

w

e,..c ; myyp g,:. , v .; ,
7

$h.kim'pNnded Re'Serde Nands' Held BATTrusteejnd.
'x-

N , Unexpended Construction Funds From Satelof Authority;
.

'C - f,,
$;| ssBonds..i, < 01 : ' |., -Q 5: 1 ed'

;f.. ' ', Unexpended funds from sale of Authority bdnds and impoun -
t s >

ed reserve funds held by.the Testee for other. specific ~ purposes am ,

= K maintained and 2 their use restricted in' accordance1with; applicable D O nt n
(7 provisions of.various Trust Indentures and Bond Resolutlow Central ~ System. Agreements, and the Enabling ;Act included in. the~ South.y [0) -
' j

g , ZZ2 Z ,g g q. Carolina law.. T 'JT 7 ~ ' ~ ; 4" " ,1' '

;gp ,
lU n5 2

,

Y. NOTE 4.l.ong-T. erm Debt Outstanding .' W;. w ~ . [ ; f . 5 f ' ~-jut 4L_.. . g e, y - g m.% _ ,, n,

~,m- I i .a'. ,: . ..& c~: s 'g m~... o-

7 PRIORITY OBt.lGATIONOm Q ~ ' JUNE 38i}978 , , JUNE 30,1977
e s,,.

. _ .. p L. w>. .r
- t.t.. $c

4 ?t - - .%p

? ' A < ' , e[F (% 6 7~,7 A'~f1E ;f,

, ' ELECTRIC REVENUE BONOS: x . Series of .1950,2-5/8 to 2.7%, :: ' h A ' s~' %
' '

si
V4 .'L

L
W:4 3. M f ',580,000

av Cw #
* due sertally July tig w:.;<.,.C $11,355,000 _3s $11 ,[ ;

*

1978-1993 . . . . . . . . . . . b .
;.- .

at

~g ; , 21 e 'M.v' ' ; & w ,. z, 9 ., c , ;.. , ,,

57 ?>$d
.n.7 , eu.
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d' OTE 41 LONG TERM DEBT OUTSTANDING' _- ';..
" .

.: f 1-N
. . .. ? ., u.- u.

"' ' g'-

Br(Continue' d) -

; . w.UNE 30
s- . -n ' -

,

J_, - ,
,y. -

, -

- <
a.

.1978 -1977< -
~

7 -
-

7 , Series of 1967:.
;..-c- ,

.

,

"--

e . Serial Bonds,4%, due.' 4

p . serially July 1,1978-1981 ..... 4 075,000, '. .705,000
. Term Bonds,4.1%, due July 1,.o m <J; - +. ,

~,, 2006 (Sinking Fund install- 'i ', . (, ments due July 1, - - -
'

..

, - -

1982-2006) . . . . . . . . . . . . . . . . . . . 50.425.000' 50.4,15.000h, ,
, , To t .'( . . . . . . . . . . . . . . . . . . . . . . : 51,0M000 . SMO,000.

,

fREFUNDING BONDS: '
'

'

, ,

H ' Refunding Series of 1973,'- ye - '. 4
-

: 5 to 5.50%, due serially c w-'- < t'

F- J uly 1,1978-1989 . . . . . . . . . . . . 9,860.000 . .10,440AT_)0.

CONTRACT OBLIG ATION: - '
'

n' Principal (funds expended - 7 ~~^

[h
during construction) . . . . . . . . .u 2 . .,. : 2,900,619

' Accumulated interest during . . .f.,
,535,004.

.

% period of construction. . . . . . . . 110,838 , .. -, .,

127.861
d f ^4 .To t al . . . . . . . . . . . . . '. . . . . . . . . . 2,645,842:s 3,028,480

,

1 -s.., ~~ . , , .. s:

LL. .':,. ,w Total Priority Obligation,s ... D $74,860,842 |s
'

.

w .~; w + . . .

$76,178,480

' M V 1*A .
'

'bi fN ' + w b ''/ ' *, r,c k:. ,, t

$EX. Electric System Expan . .'..namui l*W %U. ;P i ,m , +A 1
PANSION BONDSi". ' J: 7 -

'

p' -
sion . .-

.m'e . . .

14-
-

E1 Revenue Bonds,1973 Series: :
. ,

-

~

P''Wo6,Wmaw.,;g 6 ? !Serial Bonds. 5% to 5.4%, due i;:*. T W- le. .W ' serially July 1; 1980-1993.~ . . : . $16,545,000^ ~~'' $16,545,000.
M 1: Term Bonds,5.75%, due July ' '*' -f X ' . - ^t r D n
b: A1. 2013 (Sinking fund -du, gm . installments, du_e July 1,n.,,m. , mJ,2:MWMf'~ 'k e. o [f h. - -_.

.# 2 9 m % y _.
-

. 1994 2013). . . . . . . . . . . . . . . . :. . . i 83 -

U ^ % Totalin . . .s . . . R. , .4.urfC TUDI,4N6 000 -018,JUE,F!; . 'c 100,000,00G y
' ' ' 83,455, n

' Electric System Expansion % ym v.J - j
hc Revenue Bonds,11974 Series:WUsW- +d1@:oyW ab~

,

.o

.l.; Serial Bonds 6% ,to 6.5%;g,,, :M 9;W @ . A _ <,;w:eg
due serially July 1 1980-~ ~

' - '' ~ p ', *V+~ >'
'

1999. i . . . . |;; Mc,.'. . . . .' .'. 71.' , s--- T

R * .J. Term Bonds 6.75% due July P " ' ''72 W %? N ;,~1'40,000~
~

~-30,1'40,000f '7i30 ^
~

px .-g1,' 2014 (Sinking Fund W ' * G.P W*F <*'*'" "
.'

,

- %; installments due' July wD - e. u
'# d,L 2000-2014), ..w J. n L . .h .C. J i'- -b38,860,000 WP,iW~ 4.

'

; 78,860,000 xs,

5.5 - ;TotalX d, . .@ . . . . .h 4. W.w:s 109,000,000 Qp 109,000,000 ' G:eb, , ~ Lw ,.,z.
;; ,

.. m .$ ,u.', ~

" X ?.. D : & '= m f| L L.,.s:- 3 , m 'd _ y W -
-

:,

@
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't:lectric System Expansion 1978 1977 ''J. c ,'.

Revenue Bonds,1977 ,
Refundi,1g Series: "

.1
~ _ ' Nj", -

e '

4'. . , ...
..

.

f Serial Bonds,2.75%, to 5.7%, 's .-
. ~ '66,940,000

-

' due July 1,1978 1997 ......... " 65,765,000 - - "
.- Term Bonds. 5-7/8%, due July , _n,f'-c , .,

,- , .1,2002(Sinking Fund -
_ s ., , f .;

^

m , . , 'installments, due July 1
_

31,495,000
.?'

- - - , ' " **
.

- .'

1998-2002). . . . . . . . . . . . . . . . . . . . 31,495,000
Term Bonds,6%, cue July 1, ' - '

2016 (Sinking Fund in,
' '

~stallments, due July 1, . _ '
2003 2016) . . . . . . . . . . . . . . . . . . . . '116,715,000 '116,715,000

*

To t al . . . . . . . . . . . . . . . . . . . . . . . . . 213.975,000 215,150.000
s . - ,

.
, , -

.

77 ,
, es s ''.

, *
9

. . .' , . .

( Q'Electric System Expansion -

Revenue Bonds,1977 Series:, i, . J 3 , Us
,

* Serial Bonds,4 % 10 5.6%, O ^s ,
,' '

due July 1,1982-2002 . . . .~.2. . .' 14,750,000- - -

Term Bonds,5.75%, due . . . < , , . _ , - < :
July 1,2017 (Sinking Fund -

- Installments due July 1
- - s

-
_ ,_. ~.

.. .
- *

,

2003-2017) . . . . . . . . . . . . . .. . . . . * " 100,250,000 '<fe, -
,

_ .. m , . , -
,

, T ':' Total. '.'. a . . . . . , '. . f. . f. . , . . ..-
,, w,-, .

18

.
1 115,000.000 f.

' '
- -

.

#6

w' g y4

. . -, ,- - .,,; >
. .

?- .- . !
.

,' t,
- '

., ~ , . ,

- Electric System Expansion u . - ^ ' , " - ,v : ' m '.' #7 - +J' '. }1h, a,| ~ Revenue Bonds,1978 Series: c ., ,' * ' ' '
~ -

't , Serial Bonds, 4.28% to 5.4%,'' ' , I - s

' "~ ' ~ ~ J '", .|7 '"
due J uly 1,1981 1996 . . . . . . . . . 20,340.000 , " ' " . ' ," : '-

.J JTerm Bonds,5.7%, due . - - -

.,

* ; July.1,2008 (Sinking Fuc.7 : g .
, .

~7e ?- '.
f .:.

'

x. ""'iristaLoents due July 1,'" ' M ')JN" O - / a
2 ,, s.' ~ W''

'

OG ~ ' . ' '" " Y Yi *
G' 1999 2008) . I . . . . . . . . . . . . . . . . . r

'

32,900,00DJ %% *h-*

Term Bonds,5-1I8%, due ' , ' ,J ,' . - w 'a -,-.y-
" '

', < (', ,- -

g-i.'.c,e , s. Jul 1,2018 (Sinkin Fund -

r m- z.installments due July 9; e < : , ,,o; A - c_
zw

5
.

.. .

J "'u i a t t ?h' 6 a S J dY( ?;2018)(Sinking Fund in "/> ' | ||J " ' J S i .
**

? ''? ' 'r -

< < M 2000-2014) ,4.u .; a . .;. .. ..; ' 146,600,000Q,. v,%S ll : Y. .
stallments due July 1,' '

. : ,.L.i: ' .' 's
"'

7f s , Total. . . .. . ,- i. . . . , . . . . . n , . 200,000,000 G. - g:' - '-
<,, ,.

.f m ,, -
, . s ,

e
,

,, u .n
. g

,

; - _ g - . . , y .+. e w 4, -,

d',1 > * ,Totai,Expa,nsion Bonds.. ... i$737,975.000,[..G8424.150,000 ,
.

. - w

o.
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. NOTE 4 a LONG-TERM DEBT OUTSTANDING
- -- ^v> k. - ~ . .

p(Continued)

b OTHER LONG. TERM DEST:
,

. 1978 "^ 19774 2.325% note dated Decemberee 30,1976- due July 1,1977. . . . . $
3.215% note dated December ~

$ 1,250,000.

p[, _
.4.5% note dated January 28, . - '

g 30,1976- due July 3,1978. . . . . _.1,250,000 1,250,000~

1977 - due serially Januar,

,' ' .28,1978-1984. . . . . . . . . . . .y
'

450,000 525,000b .....

p
. ,

. . .

Total Other Long-Term ' .g De b t . . . . . . . .~ . . . . . . . . . . . . . ,.1,700,000 3,025,000
,

.,pp-
Q ' Total Long-Term Debt ...... . $814,535,842 _ $503,353,480

-
_ _

8~
' The Contract _ Obligation included above arose ' through ~ an

C ' agreement to purchase certain transmission lines (generally knownL as .the "A B" System
.Q intemst at 2% per ann)um is payable semi annually on unpaid principalfrom Central Electric Power Cooperative, Inc.
4 balances. Payments on the principal and accumulated interest during
[ construction are due in semi-annual' installments which commencedy years.ry 1,1958, and extend over a., period of twenty six (26) additionalJanua

-
-

< ~ ^ - r * ****r-
The ' Authority is required; to ~.make . monthly c payments | from

revenue to Corporate Trustees _for debt service as set forth in the relat-
,

f Trust indenture and Bond Resolutions.1. Monthly payments to be mal. ,
Aduring the fiscal year July 1/1978,',through. June.30,1979, are approxi+4 mately $1,606,000. F ^ ~ '

Qn '~ s
+: ' 7' m ~

't, .g,. 'r''' *' ,
,,

_ g y my+ - ~: "f
[ NOTE'5flong. Term Debt Refutking:'

.

. sc- *w - m.-^ 7 _ , , ~ ,, n ,; gg..

,
||; ~<!

The " Authority ' refinance'd 'its E ElectricV? System , Expansion -
+

g Revenue 4 Revenue Bonds 1971 :SeriesTand'Its tElectriO System ' Expansion
.

W[and $100,000,000 inspectively,-on MarchBonds,1976 Series, with outstanding balances of $99,060,000
hand $90,920,000 'TElectric System : Expansion Revenue __ Bonds, .1977 Refunding Series,10,- 1977,'by issuing ~ $215,150,000

Electric System Expansion RevenueLBonds,- 1977
O Special Obligation Refunding Series. The refunding resulted in'a net -

_

[[qloss (the difference between the net carrying amount'of the: debt and-
thei reacquisition price) ' of ~ $11,244,416. 1The" Uniform System of ;%;d

,

j Accounts . prescribed by. the Federal Power. Commission requires ~ that ./

Vthis loss be amortized over futura accounting periods ~that will receln ' .jau
G

the cost reduction benefits of the refinancing. . Y" CRT -' ~u. ; y
, . - ; "' #~ ' y'n-

y, tr,.e
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4,: - K-} '
-

.,_ , ec y ,,
-, m. .. . . . . .t * : Net 7 proceeds 1from the issuance of the 1977 Bonds were.used'.

,g
5

(to purchase direct obligations of the United States of: America in the
p(aggregate principal amount of $300,912,100.1 The Govemment Obilgations 'were placed:with.a corporate Trustee.under an irrevocable. Refunding .
1 Trust Agreement and will mature in'such amounts and at such time as
ishall be necessary and sufficient,'(1) to pay the principal _ of and interest *
Jon the _1971, Bonds as.the.same shall become due' and payable to,and;m
hincluding" January'1,1982,'(b) to' pay.the principal of and interest on ther

1976 Bont's as the same shall becorne due and payable to'and including
( July .1,41906, (c) to pay on January 1,1982, the full redemption ' price ;n
Lon the 1971 Bonds maturing after January 1,11982, and (d) to pay on

fJuly .1;,1986,'tha full.. redemption: price on the i1976 Bonds 1 maturing'
gafter July |1,1986,1and ~shall bear. Interest Lpayab! Min'.such amounts.
gand at such: times'''as shall^be: necessaryLand sufficientito pay. the.
4 principal of f and ' interest ort the 1977;Special . Refunding: Bonds';as''
.htbe same snail become due and payable.M;.g 1se O5 4
+~ ;The; above refinancing was donejn Laccordanc.e w
iprovisions~of the Bond Resolutions ~ authorizing' the issu ittLappropriatep ',ance of the1971t ;
end ,1978 Revenue , Bonds' and
1he? Electric . System Revenuessuch bonds are'no longet a lien againer -

t tp '

. NSince .the holders ~ of. the < refunded-c.
' Revenue Bonds and the 1977 Special Obligati6n Refunising Series ~BondsY

.

%ust look,to the Refunding Trust Fund Trustee for payment of principalg ,
Iand ; interest,' .such' obligations"are notirecorded |as iiabilitiesiof ? the'
D Authortty; :Likewise, U.S. Govemment' Obligations held by the,Trusteef '
glor payment of such Bonds are not recorded as ~ assets of ,the Authority. M~

Tu a , c;. . :. ; e c . w . s,.> A 6 ~ + ;- x ->
. .. - Lt - , p a :, y ;m:x

6N. rm Se Cofnt hT1 fiks D@ D:

5@21Thsh Authority 1 t'asTlease '| son' trsetsy with30sn'gu
; y,;.3 :g } , 4 '.- pg _ ; ' ~g wLg gQ

s

tralNElecttfE/ # 0
6 Power Cooperative, Inc.| covering a(steamtelectric? generation, plant q1

tend various other facllities. The rental is a sum equal to the. interest D b '

Eon and principal'of Central's indebtedness to' thelRural' Electrification | u U j L.a,

r.

I" Administration for Junds"b6 trowed to constru'ct;the facilities
|

kRental.~ payments'areidue 'quartertydThe. Authority"has;anio, involved.p &
ption . tom

E purchase; the leased properties atfany time; durfng the' period 'of' thew )~

I
please agreements.for a sum equal to Central's Indebtedness' remaining?~-

7 outstanding on the~ property involved at the timelthe option is'esercisedb '

or to return the properties at the termination of the'1 ease. /M '.m'c.-," , Renial paymen<tsI hu.m.. ring the; entire { life.of the lease 7contractsi.
me e,ms:e.. %mwe s.

(care equal to annual debt service for.'constniction costs iticludirig interestl ,

*

on funds borrowed for construction (n' wd@a w m,y+w, .% 2 ..Wh >'

> ~:
. =. m ~.<a, , fTotal rental'expe/ ; . . ,' he.,se. contracts dAthe years endedi

>

wnse on t
[ June 30,41978iand June 30,11977|aggregs' - . J and,$3,067,81tii'

' respectively. E Aggregate ' rental' pa tsTouwMtheseTcontractsD?
f!eyears fey.yogimateQ

.
,

w,, Qftg& W f - y%wm sm %,m a
a-

., ,

a
61 M
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. . . . NOTE 6 1.ONGi-TEf1M LEASE COMMITMENTS : 74- -,
.

' ' ' ' "

-
.,,-

, s. j v..,

' '

|(Conunpo$ >:(+'i7 . +9.1 ~m . O . *m ~ . ". & J, .;h ^ A.# . l .
' - -

m - mu .m w
;fh , ( f ",,. .w'~ (! G 5 :t E + - j:',,' q7 3 r [, , y 'm s .r *

.%.'Ln'} ear ^endin% [.N!g June 300 a. |. :&,, w..|R. f.'jf '. N '*', $j ' V '- ~
b-b q o.g'hl., jAl,, L $$ ; s,. .,. ... .q. m , *h;d ,

; . .f * ' ~.
R Q.d',11900c.hwe..a..........n...m...m....,

.
,?*:n w :1979.5.....,.. ,. 7.. $4 293,000..... . ...

M Y M. N 11981 % i?:;r..'..:." g,M .c./. 4 j/'. Q ... 6 . ,
,,';5,370,000m.& . ".1. 2 . M . . . . . . . . t. . 5,447,000

% % W f y y,..<.....!.......y ..... M ., U d ....i...@....,.;
%F1982..;O!;iv...,4.;.?J;AN? .

,

# f $~J1983 i 5,445,000
. . . . . . . . . . . . . . . . . . . . 55,44 5,000i w .p'-W ' _ m :' >:^ '~

,

. o.y ?G'q)ve year periods |ending; June 30: ^h|.g m,1993 hU.C. . p. . . . . . . .. . ,, ,3. , y, ,h, ,w.2^, Z ;;~$27,213.000
F m 3 :n r< T T , ^( 1ges,;.g.,;;:....,y.., . '

e 1 wJ 1908,a ; .w , . . . .. . . g(. 2.M, d'.. . % .'. d . . . M. 27,213,000w A:gyy 4, ; ,; , m, ,:p/m... 4. . :. . 527,213,000. . . . ;, . .~' ;.- ~c::.} :+n- -

n.4 ' v.[alagearp in tolah.a.|y.@+:.i.m.. ,.&$30,121',000h
,

.: . ~c . y
,, .: ~: vo:~. + n,. v 3 .~ ,4a .s .

,

' [A, hk.. y
.. .

,.

C ,.~.,"1w& J.. ^,s '"4
. ,

Q [;<;.MS ' ',W>p% .'.'[# :: E't >f. ^ 'y
,

f-< .,
"

.

[ presently,, accounts: fordessesfe. 7, d'@ net 01' prior (
Lm,

1 .. -' . m .,,
ntere

' hC M'C|;;,estabhsbed ; prior - to the' lasuaryce . to :. in accordance with: generally'accebted7acco.inte
31

"' FASB: Staternent'; No.1 ;for Leases.'MBy 19814the, Authority will haveJo-. ,

. . .staternants to feffec
:In accon50hce'with the Statement |%[ Capital leases entered 'into.the accounting ~.for,these ,.,

t tai December 31419762 amount'to $158,7071stWostpSuchx
~

tieeif ~

,Ke(gapitalized)ut t%effectM sa'rnin~gs is.not'materiaLO
,

5.
~ Counting pflaciples wlit reeWit erfM: leases beld',

__

t$ntencial statements asifollows: EM.6% f %+ -

r'

O[] {m
'

Mnsincrease?+2n7 lafthe'| amounts Jieflected g i D Oj
U"g m,y:. :+ . y y;,x .p +.w gg

,pp p 5.pngy.j M f.t2 :,,p, :' * ; % ., M m o
,

.

; mq- ~

H, g.g@s.c m m??.x %,.p 4. %.. JUN, E 30.O. .W~ > 6m
-

-

,'[,h, N, N ,$:h.w6 iSy e;..39[S h
-.

, m . w h. w W< l1977e*
m, # -' - 3..~ ~

.,. , Plais,t Ce .. 4/n mQP.;M. 42M8,552,000T, ?. $62,802,000'
~ .

.& - -

/9 Leate_Obfl ations:R ', .P; ; , S :.fth '" O W, 70
.

,..".. %.. + ,., . s .Aw . . ...a. u . . :.f. .d,K.1.449,000j G .1,362,00014 '

p .; .n .. ..
.. - .

.C;yNorwurrent.jb...;iQ.#'.. Ri75,466,000:| ^6%~ 5,466,000
M.,m.O~~ .>com4 bieurended June 39.i.4. 9, s. pie; n W ss .

q' % , y. y cwn,yg sgm. ,
3.oo.. s. ,,.

u.: <sas,c,oot&y . . . . m.hkL- m :.; s .rnA . - mu> s .. -

". ', 9 gc w .y ,- .ho c - r u . , .v- <.

g %p,.y'~atu:re.minitpum;
: , x u n. ,.~.a . w s w ,

ts, by} :Wm w, ' the aggregatef unde %*
f Of*;*"-

F Y andjin rcsthe; ^

lat )qierstmg leases with; initial or;.<.
.? te

.

year 7 --

n, 0r' ~ # ths fo
.. 3..G, ", 4,. 2,. # q.g < l.lowi,ng 'at.- .%g p ,< ;. g 1,

.

c . x . y ..
;f , v,. . :1 m.? . . g, #,# ,.ge<

* 1 + {3,,. p
>, ;. - s r. . ' .s 4 t+m." < "*? . ; q . e,q., w

.

7 ,. ;
. . y .. 3. %. , ,*y,,.

. v. - -3 ,a

62 %
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DETAIL m %
~

> v ; CAPITAL '

Jear"ending ' June 30:: .9+ LEASES A. iOPERATING:F~ 9 '
1 LEASESa :- - wpv c - . . ~ - 5'

: 1979 . . . . . . . . . . . . . . . . . . . . . . . ~. ,' . . ' *233.000 :1973 . . . . . ;. . . . . . . . . . . . . . . . . . . . f ' $; 4,830,000 L .; . C $; 263,800 .
''

.
3.

bn '
'

263,800,

. t' 100 . . ; . .'. , . . . . . . . . c. . s . . . . . . c ~ 4,910,000 7 * MN48,816:
7 , 11981 . . . . . . . . . . . . . . . . . . . . . . . ; . i .? 15,450,000 c'

~ ..

. .x - f".24.5764
b. '1982~... u....... 9.... 3........ 27.5.490,000 & 20,508;*

_ The reaf t er ' . . . . . . . . . . . . . . .' . . . . . . . 1 %3.571.000*;,. - . A 820
_ $666,3M

; - Total minimum ! case' payments... . 1117,484,000 ; ' ;

L 7 :1.ess, amounts representing 4 R: m' 'e.-
!' ' In terest . . . . . . . . . '. . . . . . . . . . . .'. . .. . , '40,569,0009M if'"-

! Present value of net minimum ' "w >> .. C'iVlease payments . . . . .f. . . . . .i . . n ' (876,915.0007 e %_ Q ''
. .

O4,g
,

5 Th'Is'to' al does not include app'r6ved' loans Iv) the amount otS18'252,000t
E ~and1$24,766,000,;at June ;30,3978f and X1977,"respectively," whichi '
famounts .: have' not : beenf advanced ' to 'Centralj anditor; which ;nok.

1 payment schedu_1es can be prepared at_th.is time.M|"3q?24.-y,'
'

kC L.'.; .L, tJ TV % -. A"
h '"TE 7. Restatement of Gair(on Reacquired Debt hi Year;NO

- ' t Erided June 30,.1973.1 N M " ^
. P'-

PS 9 DUrisg' the~ fiscal' year'endedlUhd'50/1973, a gain'6fl83,9b.8M
^ . .

iwas' reallzod .by the Authority;on .an eartfemtenguishmentbof.' debt '
.

$ accompanied'with the; issuance of Refundi ~ .Sonds./),ThisTgain,,1sesi
fincluded in| Income' on' the books'.but the F wer Commiselon i ~ D

a n ,D i
'

$tator' ruled that such gains should be amortized- .foture ' operations.] [pThe accompanying financilini' statements have.been restailedito remous P QQ
Igain bom 1973.incomefand. amortize such gain aper |Jhe Hfe.of .theA ^g

- }{ AN dunding % . .::. ~"C%' W V -
orBonds. n .1 e ! C 7,. " JTTE r?h D# ,

ny '2:2 % mtr'2Jn'.O*M):~~ '{ -CNO rE 8. Customers' Contributio+n|for Constructica 3 led.7Wj y
I

.

Cthe Customers *lContribUtion iforEEf fective.ddne J 30. 1977,
Econs,tructlon in the' amount of $366,430 Was ' charged'eff'and
L plantlin: service 'was ~ reduced by_ an ~ eq'ualJamount. 7Tht's'.the'esectr6c5adisetmenN
' has been.made in accordance with Order 390 of the Federst Energy .

I[ being credited to plant account. iThe balance sheet...has;been(restatedRegulatory. Commission.: All contributions subsequent to this''date ares

Fas or June 30,1977, to reflect this change.~ w a.w m**< 2%e;'
.. . .. : . s.u ;%. w 3;e :,, y,gn M

[. NOTE 9'. Commitmentsf(Winyah 84?,Hilton Head >Turt>lne;#3|' arid
,

k :"< Cra| Cars): M J':1^^L L~ ; i N: ' ' . ~ '
" * ?vThe< Authority's ' capital ~Improvementi:" program tincludes^the "

..
~

" construction of a 280 MW coal fired generating unitWtie'iniservice in
(1982; a 60 MW Combustion turbine"gevierator to b(Veervice in.1979;

and the lease of.154 coat hopper cars. starting in Decereber,31978.iAs'of -
-'

[engAppfbkJune A 1 ilhe' Authority has? jif@Wed Leonttact commitmentg totai. -

.

%M MM,534 Jn c(onnection wjg these profectal;$53,000 m:1 +.MMMMcg% MBMGW Q
'

=63
m

,

.i
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[isOTES TO FiteANCIAt'S'TATEMENTS[ETC. s
; '

;(Continve$ i f
_

j ;;-+ :g -
_ 1.f - -

'i

p a r;.%, k w .
'

.g s ,. ,,p* .-upy
..

~_
- c

- - ~ 2 Mt~;c :-

u.,,
~:. e u.~y; - ' * , * '5 w , .67 c ' ?y d . . M '* 4 *, , . re y

'ifoYE 10.: Allowance for. Funds.ussd During CoWstr' ction:N!uv.x:u - m . a .-;m.m . n -- L . n n+ - ~ - -

y S. Allowance J for . fundssu'ssd f .duringl constru' tion f(AFUDC),f a :c
non-cash. Item, reflects'the ' cost 'for' the~ period.of capital devoted to

splant;under construction. - This ' cost representsiinterest charges' on .2

; borrowed funds and a reasonable rate of return on other funds so used.
.This: accounting'' practice resultslin theMinclusionias:a' component of

i' construction cost of amounts of AFUDC.t Effective ManuaryK1;-1977,
^

E1he FERC|lssued Order 561 which"provided'a formula for computing a
allowable AFUDCrate.The AFUDC rate:for year ended June 30f ;

)was4.84%;and does'not, exceed ~the. maximum' allowable rate.M.

- twithliacall ended? June {30R1
'~

|arg
:g

.:the'. interest ~ of heads Bas"a:veductionX;AFUDC'
-$rosn:u(es of othetfunds'has been creditedgother is6come.4

esp, 'show " Interest 6The . AFUDC1
' Alet,11nteree received or
' pqngge,-g3: t(3;y w , i borrowed funds'has;tsonAredited to'other4;, aay 3 .x.+ + y ' m fu %,L
ECin p6or3 ears,iAFUDC1was only appfledWidee $or which funds *

'

borrowed to ilnance such jobsi;Tho' not long-term debt (long-tenn3' ~

D Il
's@ paid,~less. interest IncomeTon' invested funde)1was capitalized :

'

5 No, interest .was, capitalized on;otherlfunds;used;to' Cy . bt i"
,

(Simo,Mpriot years"the. Interest samed on~1nvested coniP G b]g
c

7and : anowance.1 ori,sunds -during construction Lwoo h hb
f

#%@g%g4erm;1nterest. paid.eThe ~1ong4erm anterest expet)
b

m

,onM:' al39 ped fun $fMthhcr.,pemse? ksa Anterowds and ailowance lor funds during" construction??
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Imethod prescribedThe change in the method of computing the AFUDC to the
by 'the Federal Energy Regu.atory Commission

for the year ended June 30,1978, increased the AFUDC.for the year which
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-- -
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Statement prepared in the Office
of the Controller for tne use of
f&nagement, covering the month
of June 1979 and the fiscal year
to date.

Gentlemen:

Electric operating revenue for the month of June 1979 was $12,276,258 or
$1,401,024 (12 9%) more than June 1978. Reinvested earnings were $1,446,741
or$2,754,628 more than the came period last year. The increase in earnings
wac due primarily to an increase in revenue, reducticn in fuel cost, an increase
in other income, and an increase in allowance for funds used. KiloWatthour sales
were 495,269,097 or an increase of 13,302,953 (2.8%).

Electric operatind revenue for the year wac $135,709,427 or a $16,729,250 (14.1%)
increace over last year. Reinvested earninds of $12,107,340 were $6,605,058 more
than the came period lact year. KiloWatthour sales were 5,952,800,106 or an in-
crease of 391,234,331 (7 0%).

fhjor cost increaces year-to-date of $16,318,272 were related to increased fuel
co n t. , $4,714,805; depreciation,$568,183; cums in lieu of taxes, $67,899; other
operating and maintenance expenses, $4,109,396; and purchased power, $6,857,995

As of April 1,1979 an1 1978, respectively, purchased power has been restated to
include sales to other utilities. The Federal Energy Regulhtory Commission clacci-
fienticn of purchased power includes the net cettlements for exchange of electricity

., or power, such as economy energy, off-peak energy for on-peak energy, spinnin6 re.
cerve capacity, etc. Therefore, thic account will fluctuate with the net inter-I, change calca ani parchaces between Santee Cooper and other utilities. This re-
class 2fication is the reason for purchased pcwer increasing $6,857,995

The Central leases have been reinstated for the years 1978 and 1979, respectively,
on the statement of reinvested earnings to comply with the Financial Accounting
Standards No.13, Accounting for Leaces. The net effect was a reduction in re-
invested earnings of $332,200 for FY 1978 and $56,596 for FY 1979

A llowance for funds used during construction (AFUDC) for the year 1979 has
been restated to reflect the current coat of capital as related to the associated
debt iccues, which, in turn, increaced AFUDC by approximately $3,741,000 for the
year.

Electric operating revenue year-to-Jate was $10,525,000 under the budget.
r ' + ctrir: operating and maintenance expanacc were $11,880,000 less than the
bm!geti d amount which is primarily due to an un.lerrun of fuel burned of $11,hh5,000
This tmderrun is largely attributable to above average hydro generation. Other
expences netted to an underrun of $435,000. Other income was over the budget by
$4,304,000 and reinvested earnin6s were $11,620,000 more than budgeted.

The charts on the following pages show the results for last year and the current
year compared to the budget for the currcat and cumulative years.

W htf&f
L. R. Bellavita

y Controller't
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STAtt$ TENT CF T/.Lia !EL i/JJir;;; Ex IJ1T 3

3-A LT ITED Sheet 2 cf 6
-- -. . . . g o 3 ;- 19 . - -- .- --

CUE 2EN' PONTH FISCAL YEAR TO DATE
wtLL5 MILLS
pea PER

TH.S YEAR Kai LAST YE AR INCRE ASE THIS YEAR KWH LAST YEAE INCRE ASE

qYHra INCCME
INTtiESY 7*,00*E $48.174 1.107 - 16,12 + 1?k,0'C 4.727.776 .794 3,631,31- 1,21,t , L 52

INTE*EST tt,0LuE-eC220=ED Foi 2.365.5C2 4.817 2,3:9,001 5",331 21.953.981 3.6148 13,#?d,102 8.275,65)

ALLOW ANCE FCa FUN 05 USED
Dud LNG CO*4 57RJCT ICN 136,07- -C'' 31,15 : M ,025 1, M .631 .130 L5',279 (26,7*2

REFC<EST.1 TION E KP .E TC-r.E T 8 2. Chi 1.004) ( 6,--L : L,t 132.397 .022 f .% , r@ l1 166.L15

TOTAL OTHER INCCME 3,Cb' ,* '' ) ~ 2,~7 3,723 2 M ,131 27, M ,73$ k.bb6 17 * * > , G 10,31$,L31
v.

INTF2EST E N D E *. S f $ ' ~ 31 ?^^,276 49.359.448 8.297 37, *~ 3 ,41 11.513,0:7INTE tsi JN tcNG-TEau Ctsi 4.702.65$ 9.*95 _,- ,

ALLCa14CE FCA SCR ACwED F UNDS USED
DU21NG C3NSTRUCTICN (1,51~,b'5) (3. tk) (L51.0501 (1,M5.505) (IL ,80 3,516 ) (2.L27) (7.215,703) (7,59',913)

INTEREST CN CUSTCMER DEP351T5 8.885 .018 7.442 1.443 96.638 .016 79.356 17.252

OTHER INTEREST C .000 363 (3633 0 .000 363 13633

A"JR7!/Af!ON CF
O f t* T CI SCOUNT C EWPENSE-NET 46.599 .394 21r,li6 (163,*67) 547.539 .092 3 jl ,--"o 15 5 . q

DEacqu!P ED DEST-NET 6.442 013 4.949 1.*61 76.943 .013 59.398 17.545

3. ,3':1 (51~,255) 35,'07 C22 5. 31 31,11 11 L ,121. - ?1
TOTAL INTEsE ST CHARCES 3.267,2 4 # ' -

REINVESTED E AENINGS 1. llc,'L1 2.TL (1,337,357) 2,~ 5 L ,t:09 12,10~ ,3ko 2.033 5,5:2,i f 2 6 ,f.c 5 , '. 58

1,323,!*10
A CC PI"E~: ' ~ ~O LO ~ ". !E 3 ', 1), ,

ADOT~.CT. T ~ /d ' u MD 12,107,3kJ

93,L30,75^Sus - TCTAL

L ES S AUTHCk flC3 DI S T818UT ION Q 1.200.380TO STsTE cf 53uYH CJACLINA

ACCU'9UL A T ED IIITIEC-~'; EAE ;3 92,230,3'3
,
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-

-
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g",j',[) 5. C. PueLIC SEevlCE AUTHORITY EXHI81T 3
, ,ma ELECTRIC NEVENUE SHEET 3 CF 6

FERICC E hCthL 06-30-79

CURRENT PJkTh FISCAL YEAR TC CATE
MILLS PER K wH SCLC MILLS PER Rh> SCLC[""""" THI S VE A8 LAST Y E AR THIS YEAR LAST YEAR THIS YE AR LAST YEAR THIS VEAP LAST DEAD

SALES CF EL ECTP ICITY IN OCLLARS
_- _____.- __

RETAIL SALES

RESIDENTIAL & 1.499.F84 s 1.C74,C51 39.140 37.418 s 15.254.806 s 14,'M5 FY 34.421 32.664
COMWEACIAL 2,C67.543 1.514.(45 38.615 36.472 16.822.099 15.530.212 33.229 31.731
PUoLIC STR EET L IGHT ING 30.506 18,902 47.517 3C.640 236,006 222.843 40.568 39.239
OTHER 33,118 37.950 26.558 30.568 310.297 3 0 3.C 4 C 27.e33 27.571

TOT AL RET AIL SALES S . 3,630.951 s 2,645.547 38.F30 36.T69 s 32.623,20E $ 3s ,'A 1," ? 1 33.75e 32 1F4

IN005TR[AL SALES

AVX CEP AMICS CCRP 53.684 46.399 20.281 19.41F 571.050 431.896 19.901 19.C35
AIRCO. IN C . 645.528 726.915 20.171 19.489 9.584,535 7.661.67e 19.18E 19.C17

,AL 8 ANY FELT COMPANf 25.9C9 22.919 24.4 to 22.406 266,553 246,647 23.673 22.651
AL UM A4 INC. 2.404 0 53.5E6 .000 6.819 0 4C.e39 .COC
A40C0 CNE WIC AL COEP. $18,201 54.676 19.FCd 20.6C4 4.324.296 132,718 20.664 22.263
AbakEd5 wtRE COAP. 30.594 23.729 23.011 21.459 316.201 302. POT 22.C39 20.711
04VCL. IN C . 18.dS8 0 21.948 .000 35.137 0 21.526 .C0C
GEDAGETO.N STEEL CORP e08.984 699.879 19.402 17.333 9.350.542 F.969.3Co 18.55C 16.62s
GE00GIA PACIFIC COAA 1C4.500 82.864 17.820 16.286 1.185,676 983.268 17.707 15.519
GIANT PDa TL ANJ CE MENT CC. 153.013 12F.441 20.143 19.364 1.674.866 1.509.870 14.138 18.972
G90dE M AN UF AC T ea ING CO. 15.713 12.749 27.594 25.532 166.623 150.875 26.315 25.501
UN I E0Y AL. INC-=" FELLER PLT 16,794 13.144 23.932 22.199 158.118 15o.161 23.628 21.959
INTERNAT1CNAL P AP ER CO. 170.297 15C.8F7 21.612 20.319 1.885.514 1.717.TC5 2J.585 19.976
LOEIS "FG. CC. - PLANT 2 15,835 14.570 23.083 21.328 161.484 146.685 22.793 22.022
M AC ANDREn5 C F CRBES CD. 1.983 22.395 55.073 221.498 89.907 449.400 107.17C 29.152
MOBIL E CHEMICAL COWPANY 40.170 38.737 21.019 20.038 481.900 412.764 20.342 19.859
SANTEE PG A TL AND C EME N T CO. 194.886 205,079 20.890 19.553 2.450.155 2.195.951 20.C55 19.290
SANTEE RIVER WOCL C0w3tNG CC 33.592 28.37C 22.225 21.623 317.290 298.855 22.862 21.901
UNITED ME A; HANTS 49,521 49.375 20.740 19.869 541.304 491.920 21.046 20.100
wACCAMAm CLAY PRODUCTS CO. 9.584 7.937 29.357 26.038 101.022 97.552 27.C95 25.C63
hACCAMAw LUMSER & SUPPLY CO. 22.753 16,652 25.051 23.689 239.644 204.412 24.206 23.334
WELLMAN INCUSTRIES. I NC . 101.778 103.623 20.133 20.423 1.219.897 1.105.6f6 20.956 19.946

TOTAL INCUSTRIAL SALES 3.C34.828 7.510.329 20.138 19.1C9 35.130.523 26.672.166 19.647 18.503

S AL E S TO PILITARY BASES

CH ARL ESTON AIR FOACf 845E 14 0. T4 3 147.670 21.930 20.317 1,457.974 1.364,797 21.657 20.464
C H A AL E S TO N NAWAL SHIPTAa0 335.3ns 399,263 20.819 19.692 4.193.755 4,057,077 20.307 19.163
MYdTLF 2EACH A!R FORCE BASE 81.916 81,576 21.841 20.367 910.041 907.501 21.439 20.006

,
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5. C. PteLIC SEaw!CE AUTHCAITY E3 Hie!T 3
ELECTRIC REVENUE SHEET 4 CF 6

PEGif D EhC thC C6-30-79

CURRENT PCkTH FISLAL YEAR TC OATE
MILLS PER RhH SCLC MILLS PEE NhH SCLC

THI S YE AR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST YEAR THIS YEAR LAST VEAR

. . _ _ _________-~_______..___.___.__..__.__ - - ___.___.___.._______.

TOTAL MILITARY 245E5 s 608.003 s e28.509 21.203 19.922 s 6.566.771 $ 6,379.36$ 20.146 15.545

SALES OF EL E CTRI C IT Y
.___.___________ IN OCLLARS _.CCh*T...__._ _ _ . _ _

SALES FDP RESALE

T0=1 0F BAMBERG 59.376 55.062 22.804 20.384 632.185 602.3J6 20.809 19.624
C I TV OF G EO AGE TO.N 142.617 133.835 23.517 20.560 1.537.211 1.452.022 21.171 19.742
CENTRAL ELECTRIC FCmER COOP 4.656,303 6, Mr . ~ 21.913 Z O . .M 5',d2*,- . *: 6L t , u.e 20.t03 13, y

TOTAL SALES FOR RESALE 4.858.296 5,': 5,7 X 21.871 20.253 59.975.290 SL,101,'Ca 20.812 13 23

__________.____.._-___3__56...____.._._______.....__
TCTAL GENEdAL BU S I*,E S S 12.132.158 l ,~ r ,17 24.496 2;.3it 134.295.792 11 ,-L 22.560 21.1,;___________._______'__ ____'__________...__________

SALES TO CTHER ELEC UTILITIES

5 C EL ECTRIC & CAS COMPANY 30 . 25.a 76 23 ;. 281 1. 27.455 2;. _;
C ARCL t h A PChER E L I GH T CO. O c 0 .COC<

TOTAL SALES TO CTHER
ELECTAIC LTILITIES 30 l~ 25.876 23 + 281 1-? 27.455 2 ."..

YOTAL 5ALC5 GF ELECTRICITY 12.132.187 1:,< 1 24.496 :: . P T 134.296.072 -- '' ' 22.5A 2;41

GTHER CPERATING REVENUE
_.______..__.__ ___.__

C US TOME R Dt 5 COUNT S FOAF EITED 9.045 8.412 157.656 160,847
MI SCELL AN ECUS SER vlCE S 14,8C8 1C.379 128.517 2a3,vw
SALES OF WATER C MATER P0hER 0 0 1.161 SL9
RENT FACM ELECTRIC PROPFRTY 44.007 42.7eo 654.266 L.4,32
INCOME FROM WHEELINO 26.453 24.47C 321.887 322.107
OT HER E LE CTRIC RE VENUE 50.759 (3.1733 149.267 2 5 , T"?

TCTAL OTHER OPERAT!hG REV 144.071 85.C47 1.413.354 1,2 3t 1?F

TOTAL ELECTR[C REVEhuE $ 12.276.258 8 10,3 5..~ 2', S 135.709.426 $ IL3.MJ,177

Q
3p/7 9 , .,
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5. C. PUELIC SERw!CE AUTHORITY EAHIBIT 3
ELECTRIC REVEALE $NEET 5 CF 6

PERICC Eh0thC 06-30-79

CURRENT PChTH FISCAL YEAR TO CATE
THIS YEAR LAST TEAR THIS YEAR LAST YEAR

SALES OF EL E C TR IC IT Y I Khw

R ET AIL 5 ALES
.

RESIDENTIAL 38.318,3C8 28.703,938 443,886,277 446,246,883
COMMERCIAL 53,542.641 41,528,511 506,243.150 489,436.73S
PUBLIC STREET LIGHTING 642,001 4F6,836 5.817,594 5,679.070
OTHER 1,247.C34 1,241,508 11.148.387 10.551.184

_

TOT AL R E T AIL SALES 93,749.584 71.**-., 966.395.448 952.353.87e

INDUSTR I AL SALES

AvX CER AMICS CCRP 2.647.082 2,389.553 28.694.709 22.659,464
AIRCO. INC 32,000,CC0 40,481.0C0 499.510.030 4C2,894.C00
ALBANY FE L T COMPANY 1.061,416 1.022,878 11.344,351 10.888.75s
AL UM AX , INC. 48.6CC 0 166,575 0
AMDCO CFE M IC AL COAP .?6.293,774 2.653.5S9 209.261.880 5.961,449

ANDAE wS W1RE CORP 1,329.550 1.105.787 14.347,468 14.62C.2e5
OAVCL, INC. 861.C19 0 1.632,327 C

GEORGETChN STEEL CORP st.696.00J 40.449.000 504.063.030 479.278.000
GE0kGI A-P ACIF IC CCRP 5.864,045 5.087,871 66.960,491 63,360,3F3
GIANT PCR TL AND CEMENT CO 7,596,237 6.581.436 84.005,547 79,582.448
GROVE M ANUF ACTURING CO 569.432 499.347 6.331,918 5,986,521
UN! ROYAL, INC->4 HELLER PLT 701.750 592,097 6.692,041 7,111.44e
INTEAN ATION AL PAPER CC F.879,729 7,425.325 89.851.461 85.558.934
LORIS PF0 CO - PLANT 2 686.000 683.114 7,084.679 6,660,836
M AC ANDAEw 5 E FOR3E5 CD 36,000 101.1C7 838.915 15.415.759
MOSIL CbEMICAL CCMPANY 1.911.233 1.933.185 23,689,865 2C,795.153
5ANTEE POR TL AND CEMENT CO 9,329,371 10.488.125 122,112.722 113,84C.116
5 ANTEE RIVER WGCL CCMBING CC 1.511.478 1,312.053 13,878,421 13.645,857
UNITED MERCHANTS 2.387.961 2.4e+,985 25.720.101 24.772,060
WACCAMAW CLAY PRCOUCT5 CO 326.4C0 3C4.816 3,728,383 3.892.201
WACCAMAw LUMBER & SUPPLY CD 9C9,27C 702.957 9.900.G99 8.760.332
WELLMAN INGUSTRIES. INC 5.056.123 5,073,799 58.211.574 55.429.306

TOTAL INDUSTRIAL SALES 150.7C1.470 131,372.034 1,788.086.947 1.441.493,343

5 AL ES TO MIL IT ARY BASES

C H AR L E S TO N AIR FCPCE BASE 6.415,623 7.268.314 6 7. 32 J,72 3 66.692,936
C H AR L E S TON naval SHIPVARG 18.510.831 20.275,333 206.767,848 211,708,699
MYR TL E eEACH AIR FGACE 8ASE 3.753,013 4.005.301 42.44T,693 45.361.679

TOTAL MILITAPY 5 AL E S 28.679,467 31,548,948 316,536,264 323.763,384

, 7 , , ,L , -| C. J * t
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5. C. PueLIC SERV!CE ALTHORITY EXH!eIT 3
ELECTRIC 9EVENUE SHEET 6 CF 6

Ft p t E O E No!NG C6-30-79

CUE 8ENT PCNTH F ISCAL YE AR TO CATE
THIS YEAR LAST YEAR THIS YEAR LAST YE8A

SALES OF EL Er1RICIT Y IN K.H - CCN'T

S ALES FOR R E S ALE
. ...... .....

TOWN OF SamSEaG 2.603.708 2,701.170 30,379.781 30.693.979
C I TY OF GEORCETCom 6.064,388 6.509.464 72.60s.386 73,551.128
CENTaAL ELECTRIC PCmER COOP 213,469.938 23T.883.3C2 2.778.783.058 2,739.704,099

TOTAL SALES FCR RES ALE 222.137,034 247.093,936 2.881.771.225 2.843.449,20e

TOTAL GEhERAL 8USINESS 495,267,955 421.965,711 5.952.789.884 5.561,555.739

5 AL ES TO CTHER ELEC UTILITIES

5 C ELECTk!' C GAS COMPANY 1,1%2 42S 10.222 6,036
CARCLINA D C . .:R C LIGHT CO. 0 3 0 0

TCTAL S AL ES TO OTHER
ELECTRIC UTILIT IES 1.142 423 10.222 6.036

TOTAL SALES CF ELECTRICt!Y-KmH 495.2'1.057 L 31, pd6,13 L 5.952,800.106 25,5t l . " 5,'75
....................................... .......................................

RETAtt 5 ALES-NO. CF CUSTC"ERS

AVER AGE ALM 8ER OF CUSTOMERS
RESIDENTIAL 38.058 3 5 . 5 -'! 36.636 33,874
COMMERCIAL 8,t59 8,8 t. 8.568 8.256
PU BL IC STREET LIGsTING 51 46 49 44
OTHER 156 151 154 147

TOTAL 47.124 44,253 45,407 42,321

RESIDENTIAL - AVG KWH SALES 1.CCF 807 12,097 13.174
....................................... .......................................

] n / ~7 m -,
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ELECTRIC ENERGY ACCOUNT
MONTH OF JUNE 1979

Current Month Fiscal Year to Date
This Year Last Year This Year last Year

GENERATION IN KWH:
Steam Plant Generation
Jefferies Units 1 & 2 2,796,000 2,537,000 9,526,000 101,444,000 '

Jefferies Units 3 & 4 100,257,000 153,649,000 1: " 6,584,000 1,288,710,000
Grainger 56,602,000 54,420,000 792,583,000 604,185,000
Winyah 1 140 304,000 140,801,000 1,656 586,117,000

1,558,79h,000 1,658,067,0. o
-

Winyah 146,263,000 131,211,000 ,126,000 1,,

Hydro Generation
Jefferica Plant 71,185,000 45,252,000 668,809,000 @ o,535,000
Spiliway Plant 836,000 918,000 10,837,000 11,186,000

,

Gas Turbine Plant Generation
htrrtle Beach Plant 405,000 (9,000) 1,449,000 24,364,000
llilton Head Plant 1,308,000 396,000 4,742,000 13,648,000

PURLHASES:
SEPA (Storage) - - - 3,455 00?
cPSL (Interchance) - 653,000 k,702,000 13,046,000,

"outheastern Power Admin. 45,665,000 27,010,000 397,626,000 372,655,007
SCE% ; (Regular) 4,083,264 5,346,738 48,592,800 57,518,820
SCESG (Storage)

/ SCEVi(Interchange) - - 19,313,000 5,869,o m
Inadvertent Interchange 172,0C0 26,000 415 48' > ,000
m L (Bulk) - - 12,648,,000000 715,om
1CEN; (Bulk Purchases) 1,738,000 - 11,198,000 5,032,000
SEPA (Interchange) 192,000 2'/,000 3,421,000 627,000

Total Generation
and Piirchases 571,806,264 562,237,738 6,527,365,800 6,437,658,820

LOSSES AND USES:
''

..ine Conversion - Losses 34,794,747 28,092,458 278,386,831 280,320,101
CPLL (Interchange) - - 100,000 17,648,000
SEPA - Wheeling (Minus Iosses) 16,P62,880 16,262,880 197,865,040 865 040197,634,,000SCE&G (Interchange) - 50,000 15,205,000 19,
SEPA (Storage)

387 456,000Inadvertent Interchange - -

50,104,,000 311,908,nooCP&L Bulk 28,795,000 3,751,000 000
SEPA (Interchange) - - - b,041,000
SCFAq (Bulk) - 407,000 3,253,000 6,865,000

.__.

Total Losses and Uses 79,852,627 48,563,338 545,300,8n 842,737,141
- - = = , ~ . = = = = _ - - - - . . --

3Y:;TFM RhqMIREMENTS 491,953,637 513,674,4co 5,982,064,929 5,594,921,679

Joss utstribution Losses and
cycle nilling Adjustment (3,315,460) 31,708,261 29,264,823 33,355,904

NET CUST06fG SALES 495,269,097 481,966,139 5,952,800,106 5,561,565,775

( Systen Peak load (60 Min. Ff4) 1,093 1,231 1,241 1,231
bystem Ioad Factor % 68.48% 62 36% 58 96% 54.2 %

i[[7 2bb
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EXHIBIT 5

Sheet 1 of 3

COMPARATIVE STATEMENT OF GENERATING PIANTS FUEL COST
MONTH OF JUNE 1979

AND FISCAL YEAR 'IO DATE

MONTH OF JUNE FISCAL YEAR TO DATE
1979 1978 1979 1978

JEFFERIES STFAM PLANT:
UNITS 1 AND 2:

Net Generation WH 2,796,000 2,537,000 9,526,000 101,444,000

Fuel Cost - 011 $ 77,294.63 $ 73,776.46 $ 385,877 76 $ 2,822,926.61
Fuel ihndling Cost 710 30 264.35 5,215 76 4,378.Io

Total Puel Cost $ 78,004.$'3 $ 74,040.81 $ 391,093 52 $ 2,827,304.80
, - -.

Fuel Coat per WH (Mills) 27.8988 29 1844 41.0554 27.8706
Fuel Cost per Million BTU

(Cents) 206.496 203 349 204.027 202 306

JEFFERIES STEAM PIANT:
( UNITS 3 AND 4:

Net Generation IG? i 100,257,000 153,649,000 1,326,584,000 1,288,710,000t

Fuel Cost - Coa:. $1,585,092.21 $2,408,393.89 $22,117,875.42 $18,491,108.56
Fuel ihndling Cost 15,110.49 21,220.28 142,642.24 137,587.<(;

Scal Fuel Cost $1,600,20270$2,429,614.17 $22,260,517.66 $18,628,696.52
_ -

Fuel Cost per WH (Mills) 15 9610 15.8128 16.7803 14.4553
Fuel Cost per Million BTU

(Cents) 153 363 146.869 157 397 134.408

GRAltMER STEAM PIANT:

Net Generation WH 56,602,000 54,420,000 ,;2,583,,000 604,185,000

Fuel Cost Coal $ 869,080.49 $ 799,371.46 $11,343,202.42 $ 8,822,070.16
Fuel ihndling Cost 27,806.58 28,240.24 202,280 93 168,604.90

Total Fuel Cost $ 8%,887.07 $ 827,611.70 $11,545,483 35 $ 8,990,675 06

Fuel Cost per WH (Mills) 15.8455 15 2079 14.5669 14.8807/

f3 Fuel Cost per Million BTU

(Cents) 149 439 147 363 143.641 139.697

4 n! n.yIv;/ Ljs
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EXHIBIT 5

Sheet 2 of 3

MoITDI 0F JUNE FISCAL YEAR To DATE
1979 1978 1979 1978

MYRTLE BEACH COMBUSTION TURBINE PIANT_:

Net Generation KWH 405,000 (9,000) 1,449,000 24,364,000

Fuel cost - oil $ 25,151.62 $ 1,893 56 $ 94,252 36 $ 1,024,500.81
l'uel fiandling Cost 2 52 - 25 51 654 94

_

Total Fuel Cost $ 25,154.14 $ 1,893 56 $ 94,277.87 $ 1,025,185 75
_ _ . __ _ . _ _ _

Fuel Cost Per KWH (Mills) 62.109 - 65 0641 42.0779
Fuel Cost per Million BTU

(Cents) 274.859 267 143 270.467 257.672

HILToM IIEAD COMBU3TICH TURBINE PIM;T:

Net Generation KWii 1,308,000 396,000 4,742,000 13,648,000

Fuel Cost - 011 $ 66,489 38 $ 23,854.45 $ 266,227.80 $ 558,16h.56
Fuel llandling Cost 2,647.00 - 5,900.82 833.68

Total Fuel Cost $ 69,136.38 $ 23,854.45 $ 272,128.62 $ 558,998.24

_ .___

Fuel Cost per KWH (Milla) 52.8566 60.2385 57 3869 40 9583
Fuel Cost per Million BTU

(Cents) ~ 355 576 271.143 291 752 266. 62

WINYAlf STEAM PIANT #1:

Net Generation h.9t 140,304,000 140,801,000 1,656,794,000 1,586,117,000

Fuel Cost - Coal $2,012,125 57 $1,980,903 59 $23,349,275 35 $21,016,5%.@
Fuel llandling Cost 15,123 10 12,910.26 135,102.00 97,263 56

Total Fuel Cost $2,027,248.67 $1,993,813.85 $23,484,377 35 $21,113,860 50
. _ _ _ __ __ _ . = __

Fuel Cost per KWH (Mills) 14.449 14.1605 14.1746 13 3117
Fuel Cost per Million BTU

(Cents) 146.C71 145 755 147 727 134.61.
f,-

a rr7 n n|LU/ L fj tj



DGIIBIT 5O
Sheet 3 of 3

MONTH OF JUNE FISCAL YEAR TO DATE
1979 1978 1979 1978__

WINYAH STEAM PIANT #2:

Net Generation KWH 146,263,000 131,211,000 1,558,126,000 1,658,067,000

Fuel Cost - Coal $2,151,776.87 $2,025,722 39 $22,836,614.43 $22,942,604.11
Fuel Handling Cost 15,904 30 13,367 24 137,803 32 81,187 52

---
...-.

Total Fuel Cost $2,167,681.17 $2,039,089.63 $22,974,417 75 $23.023,791.63

Fuel Coat per KWH (Mills) 14.8204 15 5405 14.7449 13 6 9
Fuel Cost per Million BTU

(Cents) 146.v/l 145 755 147 727 134.619

SU:o'ARY

Fuel Cost Fuel Cost
Per KWH (Mills) Per KWH (Mills)

Type of Generation June 1979 FYTD

Coal Burning Plants 15 0916 15 0475
Oil Burning Plants 27.8988 41.0554
Combustion Turbine Plant b.0441 59 1837

Total Generation 15 3244 15 1449

(
,,., m .,
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S. C. PL6LIC SEavlC2 AUTHCAITY EAHIBIT 6
Su* * Ai Y CF F ur.75 SHEET 1 OF 3

AS CF JUNE 30. 19 79
.

.

SP6Cl&L FUNCS
------- --- -

FLNDED IN TE RE ST
19 7 3 C&4S T A UC T IO*4 INTEAEST A C C C L P.T & .00
11F T F E FUNDING CONSTAUC TIDN INTERES' ACCCUNT 8.110,069.36
1977 CUP.STPUCTICN INTEREST ACCCLNT 15.328,977.10
l' sis CUNSTRUCTICN INTEREST ACCCUNT 15,204.535.09

- . ~ . -

S 38.643.551.55

Deer SEAJICE RESEevE FLN05
( Pv.> F N TU R E BONDS 8.714,907.92
EXPANSICN eDN05 50.500.512.7F

__---__---

59,215.42C.69

PCND FLN)5
INGENTukE eCNDS-PRINCIPAL 1.243.409.80

INTEREST 1.428.625.00

E K P A ?.S ! C*4 80N05-PRINCIDAL 1.623.148.59
INTERES! 45,369.622.63

--- --..---.---

49.664,806.02

J G *t :DR O$LlbaTICNS
d '.NK E R S TMUS T NOTE-PRINCIP AL 24.99F.34

IN TE R E ST 20.001.67

44,998.96

C A81 T AL (MPSCVEMLNT FLNC
CON 579uCTION PuAPOSES 11,755.135.87

e t rAN RE SER V E-HYCRC CE NER A TI CN 8.843.503.21
----.-_-.----..

20.598.639.08

LitSi FUND-CENTRAL SYSTE9 1.022,680.21
SPEr!.L NESE1VE FUNC 999.704.98
CCNTING6t4CY FUN 3 1.152,136.18

_, TFTAL SPEC:AL FUN 05
'

5 171.341.938.27
[

...............

~
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5. C. OteLI. 35av:C' AO Lw0A IT v EsntBIT 6
SL*v -r "F FuNC5 SHEET 2 CF 3

#5 CF Jus? TJ, l'-79
.....-.......--.___..--....--.

.

OPEa ATING F LN05

a EVENUE F UN0 $ *,e86,578.86

OPEwA'ING FUND 565,192.70

TOTAL uPE9ATING FUN 05 5,451,771.54
...............

MISCELL ANEOUS FLNDS

CU5 f 0"E9 5 $ECURITY DEFOsti AC CCLN T 1,773,721.70

SLNU1Y ACCULNT5 35,255.72

TOT AL MISCELLANECUS FUNDS 1,808,977.42
...............

UNExPENDEO FUN 05 FROM THE SALE CF CthCS

CCN 5 f G LC T IJN FLN05
19F1 bJN35 [h[NYAH all 1 548,439.73

19F3 1971 AEFUNCING ANC 19 77 BCNCS (5U" mea, 18,135,830.47

1974 BONDS (WINTAH a28 4,F81,614.45

19 T8 BJNJ5 IWINYAM #33 85,500,215.14

19T9 BJNDS thlNYAH #48 57,592,516.75
...-----. .....

166,558,666.54

GENERAL IMPR0bE"ENT FLNC5
1913 e3NDS .00

1914 SUNOS 39,455,515.47

39,455,515.4F

T7TAL UNEXPEN0e0 FUN 05 206,014,182.01
...............

TOTAL ALL FLN05 & 384,616,869.24
...............

* ?' / , e . ,

1 t. / c ,- j
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EXHIBIT 6 IO
Sheet 3 of 3

-

SOUTH CAROLINA PUBLIC SERVICE AUTHORITY
STATEMENT OF RECEIPTS AND DISBURSEMENTS

REVENUE, OPERATEiG, AND CAPITAL IMPROVEMENT FUNDS
FOR THE PERIOD ENDHiG JUNE 30, 1979

July 1, 19W Month Fiscal Year
to of to

May 31, 1979 June Date

BAIANCE BEGINNING OF PERIOD $ 28,810,680.29 $32,188,520.65 $ 28,810,680.29
RECEIPTS: -

Sales of Electricity - Wholesale $ 93,440,987.68 $ 8,195,369 96 $101,636,357.64
Sales of Electricity - Retail 32,710,857.49 2,30c 583 53 35,020,441.02
Rental of Lots, Etc. 456,441.18 41,012.18 497,453 36
Insurance Claims and Refunds 789 78 789 78-

Refunds for Work Performed and Other 1,209,054 36 33,537.44 1,242,591.80
Interest on Invested Funds 4,586,196.19 451,925.67 5,038,121.86
Reimbursement from Various Funds

for Operating Fund Disbursements 66,208,986.31 66,208,986 31-

Special Reserve to Revenue Fund 1,332,839 08 (1,000,000.00) 332,839 08
Various Fundc to Revenue Fund 8,760,653.85 10,882,527.85 19,643,181.7074 Gen. Imp. to Capital Imp. 10,391,103.62 10,391,103.62-

Total Receipts $219,097,909 54 $20,913,956.63 $240,011,866.17

Total Receipts and Balance $247,908,589 83 $53,102,477 28 $268,822,546.46

DISBURSEMENTS: ~ ~

Purchased Power $ 2,520,600.63 $ 227,449 73 $ 2,748,050 36
Fuel and Freight 75,856,308.02 7,849,643.17 83,705,951.19
Salaries and Wages 10,899,510.26 1,297,814 96 12,197,325 22
Travel Expenses 245,578 94 33,205 02 278,783 96
Materials, supplies, Equipment, Etc. 19,146,590.84 3,870,825 53 23,017,416 37
Insurance Premiums 1,953,527 01 56,161.11 2,009,688.12
Taxes and Sums in Lieu of Taxes 2,627,892.47 129,557 01 2,757,449.48
S. C. State Retirement Tax 848,933 79 - 848,933 79
F.I.C.A. Tax (Social Security) 159,643 36 - 159,643 36
Rental of Central System 4,042,933.62 367,53.L42 4,410,473 04
Interest on Bonds 14,858,053 70 1,398,798.40 16,256,852.10
Bond Retirement, and Payment

on Contract Obligation 2,774,584.67 252,234 97 3,026,819 64
Special Reserve Fund 1,200,379.63 1,200,379.63-

Payment to State of South Carolina 1,200,379 63 1,200,379.63-

Construction Contracts 76,709,211 79 11,517,184.82 88,226,396.61
Customer Deposit Refunds Reimbursed 591,120 70 43,941.60 635,062 30
Short-Term Debt Service 84,820.12 7 710 92 92,531.04

Total Disbursement $215,720,069 18 $27,052,066.66 $242,772,135.84f'
'

- - - - - - - . - - - - - - - - - - -

BAIANCE END OF PERIOD $ 32,188,520.65 $26,050,410.62 $ 26,050,410.62
__

--

.
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6.b. Describe the nature and amount of the most recent and pending
rate relief action (s) and its anticipated effect of net margins.

RESPONSE

See following page..
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ATTACHMENT FOR ITEM N0. 6.b.

SOUTH CAROLIllA PUBLIC SERVICE AUTHORITY
RECEilT AflD PEllDING RATE RELIEF ACTI0tlS

May 1979 May 1981
Customer Class Anount % Amount %

Industrial $ 4,990,000 10.5% $ 8,926,000 8.3%
Residential 1,814,000 9.6 5,424,000 21.3
Commercial 2,533,000 11.8 6,549,000 21.9
Other 472,000 13.2 478,000 12.9

Total (Increase,in Margin) _$_9,809,000 10.7% $ 21,377,000 12.6%

ilotes:

Rates to Central Electric Cooperative were increased 1.8% effective January,1979.
Estimated additional annual revenue for 1979 is $1,093,000.

The Authority's rate schedules include a fuel adjustment clause which provides for
increases or decreases to the basic rate schedules to cover increases or decreases
in the cost of fuel to the extent such costs vary from a predetermined base cost.
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6.c. Provide the most recent official statement on bond offerings.

RESPONSE

See following document.
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NEW ISSUE

$110,000,000

South Carolina Public Service Authority,

s (Santee Cooper)
Electric System Expansion Revenue Bonds,1979 Series A

Dated: April 1,1979 Due: July 1, as shown below

Principal and interest, January 1 and July 1, beginning July 1,1979 (three months), payable at the
principal ollice of First National Bank of South Carolina, in the City of Columbia, South Carolina, or, at
the option of the holder, at the principal office of Morgan Guaranty Trust Company of New York, in the City
and State of New York. Coupon Bonds in the denomination of $5,000, registrable as to principal only, or fully
registered Bonds in the denomination of $5,000, or any integral multiple thereof. Coupon and registered Bonds
interchangeable.

The 1979A Bonds will.be subject to redemption prior to maturky, on or after July 1,1989, as set forth
herein.

Interest exempt,in the opinion of Bond Counsel,irom present Federalincorre taxes under existing
lancs and regulations. Exempt,in the opinion of Bond Counsel, from present South Carolina

property and income taxes. Eligible, in the opinion of the Chief Insurance Commissioner
of the State of South Carolina, as investments of insurance companies doing business

in South Carolina by reason of schich said companies may obtain the reduction
of the premium taxes permitted by late.

$30,160,000 Serial Bonds
Due Amount Interest Due Amount InterestJuly 1 Due Rate July 1 Due Rate

1980 $ 65,000 5.40 % 1992 $1,300,000 5.90 %
1981 70,000 5.40 1993 1,360,000 5.95
1982 70,000 5.40 1994 1,425,000 6.00
1983 575,000 5.40 1995 1,490,000 6.05A 1984 955,000 5.45 1996 1,565,000 6.10a'. 1985 985,000 5.50 1997 1,645,000 6.20

| 1986 1,025,000 5.50 1998 1,725,000 6.30
1987 1,065,000 5.55 1999 1,815,000 6.35

| 1988 1,105,000 5.60 2000 1,915,000 6.40
: 1989 1,150,000 5.70 2001 2,025,000 6.45
: 1990 1,195,000 5.75 2002 2,135,000 6.50

1991 1,240,000 5.85 2003 2,260,000 6.50
$16,660,000 6% % Term Bonds Duc July 1,2009
$63,180,000 6% % Term Bonds Due July 1,2019

Priceof AllBonds 100 %
(Plus accrued luterest)

The 1979A Bonds are offered when, as and if issued nnd accepted by the Underwriters subject
to the approval of legality by Bond Counsel, Wood & Dawson, New York, New York, and McNair
Glenn Konduros Corley Singletary Porter & Dibble, Columbia, South Carolina. Certain legal
matters will be passed upon on behalf of the Underwriters by Simpson Thacher & Bartlett, New
York, New York. It is expected that delivery of the 1979A Bonds to the Ur.derwriters will be
made in New York on or about May 3,1979.

BLYTII EASTMAN DILLON d CO.
Incorporated

LEIIMAN BROTIIERS KUIIN LOEB
Incorporated

MERRILL LYNCII WIIITE WELD CAPITAL MARKETS GROUP
Merrin Lynch, Pierce. Fenner & Smith Incorporated

> DREXEL BURNHAM LAMBERT
Incorporated

TIIE ROBINSON-HUMPIIREY COMPANY, INC.
April 19,1979
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No dealer, broker, salesman or other person has been authorized by the South Carolina Public Service
Authority or the Underwriters to give any information or to make any representations with respect to the 1979A
Bonds other than those contained in this Official StNment, and, if given or made, such other information or
representations may not be relied upon as having f,een authorized by any of the foregoing. This Official State-
ment does not constitute an offer to sell or the solicitation of an offer to buy nor shall there he any sale of the
1979A Bonds by any person in any jurisdiction in which it is unlawful for such person to make such offer, soli-
citation or sale. The information set forth herein has been obtained from the South Carolina Public Service
Authority and other sources which are believed to be reliable but such information is not guaranteed as to
accuracy or completeness, and is not to be construed as a representation, by the Underwriters. The information
and expressions of opinion herein are subject to change without notice and neither the delivery of this Official
Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has
been no change in the affairs of the South Carolina Public Senice Authority since the date hereof.

IN CONNECTION WITIl TIIE OFFERING OF TIIE 1979A BONDS, TIIE UNDERWRITERS
MAY OVE;' ALLOT OR EFFECT TRANSACTIONS TIIAT STABILIZE OR MAINTAIN TIIE
MARKET PRICE OF SUCll BONDS AND OTIIER OBLIGATIONS OF TIIE AUTIIORITY AT A
LEVEL ABOVE TIIAT WIIICII MIGIIT OTIIERWISE PREVAIL IN TIIE OPEN MARKET. SUCII
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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SUMMARY STATEMENT

This Summary Statement la subject in all respects to more complete information contained
in this Official Statement.

The AutLority

The Authority is a body corporate and politic of the State of South Carolina. Its management is vested
in a Board of Directors consisting of eleven members appointed by the Governor of the State of South Carolina
with the advice and consent of the South Carolina State Senate.

The Authority operater an integrated electric utility system, including facilities for generation, trans-
mission and distribution of electric power and energy at retail and wholesale. The Authority serves, either
directly or indire,:tly, approximately 250,000 customers in the State of South Carolina.

Purpose of Issue

The proceeds of the sale of the 1979A Bonds will be used to pay part of the estimated costs of construc-
tion of Unit 4 of the Winyah Generating Station and part of the costs of the Authority's program of general
improvements.

Security for the 1979A Bonds

So long as any Priority Obligations are outstanding ($73,688,000 principal amount were outstanding on
December 31,1978), the 1979A Bonds will be payable from and secured by a pledge of the revenues of the
Authority's System on a parity with the presently outstanding $736,455,000 Expansion Bonds and any addi-
tional Expension Bonds issued pursuant to the Resolution, after the deduction only of (1) operation and
maintenance expenses (exclusive of certain lease payments) and (2) amounts sufficient to pay the debt service
on the Priority Obligations and to maintain a reserve therefor. The 1979A Bonds are also pa cable from other
funds of the Authority available for such purpose.

After all Priority Obligations are no longer outstanding, the 1979A Bonds and all other Expansion Bonds
will be, subject to the provisions of the Resolution, payable from, and secured by a first lien upon and pledge
of, the gross revenues of the Authority's System.

As further security for the Expansion Bonds, there is established by the Resolution a Reserve Account,
the require;nent of which, with respect to each series of Expansion Bonds, is a sum equal to the maximum
amount required to be paid into the Interest Account in the Expansie 7ond Fund to pay interest on such
Bonds in any fiscal year.

The 1979A Bonds are not debts of the State of South Carolina - political subdivision thereof and
are not payable from any funds other than those of the Authority.

Rate Covenant

The Authority covenants in the Resolution to establish rates and charges adequate to provide revenues
sufficient, among other things, to pay debt service when due on the Priority Obligations and Expansion Bonds,
to make required payments when due into the Lease Fund and the Capital Improvement Fund, and to pay
the costs of operation and maintenance of the Authority's System and all necessary repairs, replacements and
renewals thereof.

There is no agency, other than the Authority, which has jurisdiction over the rates of the Authority. See
captions "The Authority-Rates" and " Regulatory Matters-Federal Energy Regulatory Commission and
Department of Energy".

CapitalImprovement Requirement

The Authority is now required to pay annually into its Capital Improvement Fund an amount which,
D together with the amounts deposited therein in the two preceding fiscal years, is at least equal to 8% of the

i
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Authority's gross revenues in the three preceding fiscal years. After certain Expansion Bonds are no longer
outstanding, the amount required to be paid into the Capital Improvement Fund will be changed. See caption
" Security for Expansion Bonds--Capital Improvement Requirement".

FinancialInformation

The following table shows selected historical financial data for the fiscal years ended June 30, 1976
through 1978 and selected projected financial data for the fiscal years ending June 30,1979 through 1981 for
the Authority as estimated by the Consulting Engineer:

Fiscal Year Ended kne 30

Illstorical Projected

1976 '77 1978 1979 1980 1981

(Dollars in Thousands)

Total revenues $85,058 $97,641 $130,192 $149,626 $184,945 $205,728

Revenues available for debt service 29,799 28,091 33,796 34,839 47,963 63,095
Debt service' 12,149 11,427 17,081 19,359 21,435 35,259
Revenues after debt service 17,650 16,664 16,715 :5,480 26,528 27,836
Debt service coverage * 2.45 2.46 1.98 1.80 2.24 1.79

* Priority Obligations and Expansion Bonds only; does not include funded interest and subordinated lease payments and notes
pa,abte to banks.

Power Supply

The Authority's total generating capability is 1,400 MW. Of this amount,1,050 MW is generated by
coal-fueled units; 130 MW, by the Authority's hydroelectric stations; and 220 MW, by oil-fueled units generally
used for peaking purposcs. In addition, the Authority presently receives a firm supply of 105 MW of hydro-

{electric power from the Southeastern Power Administration. The Authority has direct interconnections with
four other entities veith power supply facilities.

Capital Improvement Program-1979 1984

The. Authority's capital improvement program includes completion of the Summer Nuclear Station, a
900 MW nuclear generating unit scheduled for commercial operation in December 1980 in which the Authority
has a one-third interest (300 MW), and completion of Winyah Unit 3, a 280 MW coal-fueled generating unit
scheduled for commercial operation in May 1980. The Authority is constructing Winyah Unit 4, a similar
250 MW unit scheduled for commercial operation in May 1982, which is being financed in part from the
proceeds of the 1979A Bonds. The Author 4v is also installing a 56 MW combustion turbine for commercial
operation in May 1979. The Authority :.=1 capability from units now under construction is expected to
be 916 MW.

The Authority has also selected the site for its next major generating facility, the Cross site, and is
engaged in advance planning and initial design work for the first unit to be constructed on this site. This unit
is a 450 MW coal-fueled generating unit scheduled for commercial operation in May 1983. The Authority
plans additional units at this site, the first of which is currently scheduled for commercial operation in 1985.

The Authority's capital improvement program also includes major improvements to its transmission and
distribution systems and general plant.

The estimated total expenditures for the Authority's capital improvement program for the fiscal years
1979-1980, excluding funded interest, reserves and financing costs, are projected at $394,100,000. Such
expenditures planned for the fiscal years 1981-1984 period are estimated at $584,200,000. The Authority
presently plans to finance such expenditures from the proceeds of Expansion Bonds previously issued, the
197? A Bonds, Expansion Bonds to be subsequently issued and revenues. 4

ii
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Additional honds

g Under the Resolution, the Authority may issue additional parity Expansion Bonds if, among other things,
the Consulting Engineer certifies that Net Revenues in each succeeding fiscal year after the date on which such
Additional Bonds are sold to and including the later of (a) the third succeeding full fiscal year after such
date or (b) the first full fiscal year after the estimated date of commercial operation of any Power Plant
to pay the cost of construction of which additional Expansion Bonds have been, are being or are then authorized
to be issued, shall be at least equal to the sum of the amounts required in such fiscal year for (i) debt service
on the Priority Obligations and the Expansion Bonds then outstanding, being issued, or authorized but not yet
issued; (ii) payments into the Lease Fund; and (iii) payments into the Capital Improvement Fund.
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$110,000,000
3

South Carolina Public Service Authority
(Santee Cooper)

Electric System Expansion Revenue Bonds,1979 Series A

The purpose of this Official Statement, which includes the cover page, summary statement and appendices
hereto, is to set forth information concerning the South Carolina Public Service Authority (the " Authority")
and the Authority's $110,000,000 Electric System Expansion Revenue Bonds,1979 Series A (the "1979A
Bonds"), offered hereby.

The Authority is a body corporate and politic, created by Act No. 887 of the Acts of South Carolina
for 1934 (Code of Laws of South Carolina,1976-Sections 58-31-10 through 58 31-390), and acts supple-
mental thereto and amendatory thereof (the "Act"), which, among other things, authorizes the Authority to
produce, distribute and sell electric power. The Authority began electric power operations in 1942.

PURPOSE OF THE 1979A BONDS

The 1979A Bonds will be issued for the purpose of prosiding funds to pay (1) part of the estimated costs
of construction of Unit 4 of the Authority's Winyah Generating Station ("Winyah Unit 4"), a 280 MW
coal-fueled generating unit presently scheduled for commercial operation in May 1982, and (2) part of the costs
of other additions, improvements and betterments to the Authority's generation, transmission and distribution
properties and general plant (" General Improvements").

g The estimated disposition of the 1979A Bonds proceeds is as follows:

Winyah General
Unit 4 Improvements Total

(Thousands of Dollars)

Construction Costs (l) $ 68,063 $ 9,184 $ 77,247
Bond Reserves 6,631 663 7,294

Funded Interest (2) 23,777 - 23,777
Bond Discount 1,529 153 1,682

Principal Amount of 1979A Bonds. $100,0e $10h $110,000

(1) Includes issuance expense (other than bond discount).
(2) Interest on the 1979A Bonds allocable to Winyah Unit 4 funded to Ncvember 1,1982. No interest funded with respect

to 1979A Bonds allocable to General Improvements.

AUTHORIZATION OF BONDS, FUNDS AND ACCOUNTS

Pursuant to the Ac' the Authority has in the past incurred obligations under an indenture of trust
between the Authority and The South Carolina National Bank of Charleston, to which the South Carolina
National Bank is successor (te " Indenture Trustee"), dated as of July 1, ;949, as umended and supple-
mented (the " Indenture"). Such obligations are herein referred to as " Priority Obligations". See caption
" Outstanding Obligations and Equity".

By amend: ant to the Indenture, consented to by the holders of more than 75% in principal amount of
outstanding Priority Obligations, which became effective on April 29,1971, the incurring of additional Priority
in the Capital Improvement Fund in the two immediately preceding fis:al years. will be at least equal to 12%
of the Authority's gross revenues derived from the ownership and op: ration of the Authority's System in the

k three immediately preceding fisc.! years, after deducting therefrom " fuel" expense (including " nuclear fuel

1
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Obligations for other than refunding purposes is prohibited. However, by such amendment, provisions are
made with respect to bonds which are secured by a lien upon and pledge of revenues junior to the lien and
pledge provided by the Indenture for the Priority Obligations.

Pursuant to the Act and in accordance with the Indenture, the Authority, on August 31, 1971, adopted
a resolution providing for the issuance of Electric System Expansion Revenue Bonds (" Expansion Bonds")
secured by such a junior lien upon and pledge of revenues of the Authority. Copies of such resolution and
amendatory supplemental resolutions adopted September 27,1971, November 8,1973, February 16,1977 and
August 31,1977 (collectively, the " Resolution") may be obtained from the Authority or the Underwriters.

Under the Resolution, the Authority created the Expansion Bond Fund and within such Fund the
Interest Account, the Principal Account, the Bond Retirement Account and the Reserve Account and
appointed The Citizens and Southern National Bank of Scuth Carolina, in Columbia, South Carolina, as
the Expansion Bond Fund trustee (the " Bond Fund Trustee") to hold such Fund and Accounts.

Under the Eighth Supplemental Bond Resolution adopted by the Authority on the date of this Official
Statement, the Authority created the 1979 Construction Fund (the " Construction Fund") into which the pro-
ceeds of Expansion Bonds allocable to Winyah Unit 4 will be deposited. The Construction Fund is held by
the Authority. Under the Second Supplemental Bond Resolution adopted by the Authority on May 23, 1974,
the Authority created the 1974 General Improvement Account (the " General Improvement Account") which
is held by the Authority and to which proceeds of the 1979A Bonds allocable to General Improvements will be
credited. The Authority may use moneys in the General Improvement Account for any corporate purpose
including making transfers to the Construction Fund or any other fund or account.

Certain terms of the 1979A Bonds were established by the Eighth Supplemental Bond Resolution, copies
of which may be obtained from the Authority or the Underwriters.

SECURIT/ FOR EXPANSION BOND 5
Pledge of Revenues

So long as any Priority Obligations are outstanding, the principal of and premium, if any, and interest
on Expansion Bonds, including the 1979A Bonds, are payable from and secured by a lien upon and pledge
of the revenues derived by the Authority from the ownership and operation of the Authority's System, as
defined in the Resolution, after the deduction only of: (1) expenses of operation and maintenance of the
System (exclusive of certain lease payments) and (2) amounts required for the payment and security of the
Priority Obligations, suflicient to pay such principal, premium, if any, and interest thereon and to maintain
a reserve therefor, all in the order of priority, in the manner and to the extent provided in the Indenture and
the Resolution. See caption "Certain Provisions of the Indenture and Resolution-Funds and Accounts"
The Expansion Bonds are also payable from Expansion Bond proceeds and other available funds to the
extent provided in the Resolution.

After all Priority Obligations have been retired or provision has been made therefor (the date of their
final maturity is July 1,2006), the principal of and premium, if any, and interest on the Expar.Jon Bonds
will be payable, subject to the provisions of the Resolution, from and secured by a first lien upon and pledge
of the gross revenues derived by the Authority from the ownership and operation of the Authority's System.

The Priority Obligations and the Expansion Bonds are not debts of the State of South Carolina, nor
of any political subdivision thereof, and neither said State nor any of its political subdivisions shall be liable
thereon, nor shall they be payable from any funds other than those of the Authority.

Declaratory Judgment Regarding Defeasance of Priority Obligations

In June 1978, the Authority den determined that it was in its best interest to defease the Priority Obliga-
tions and release the lien on the revenues of the Authority created by the Indenture, which is superior to the
lien created by the Resolution for the benefit of the holders of the Expansion Bonds. In August 1978, the
Authority instituted a declaratory judgment action seeking a determination of its right to require the Indenture
Trustee to execute a proposed amendment to the Indenture that would permit the Authority to defease the
Priority Obligations by depositing with the Indenture Trustee obligations of the United States Government in I

2
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amounis sufficient to pay principal and interest on the Priority Obligations as they become due and payable.

D On hiarch 26,1979, an order was entered in that action aflirming the position of the Authority and holding
that the proposed amendment must be executed by the Indenture Trustee upon receipt by it of the consent of
the Authority and the written consents of the holders of not less than 75% in principal amount of the Priority
Obligations at the time outstanding. 'Ihe time for appeal of that order has expired. If the required consents
to the proposed amendment are obtained, the Authority intends, subject to market conditions and other factors,
to defcase the Pnority Obligations through an advanced refunding transaction involving the issuance of
Expansion Bonds. If this defeasance is effected, the lien of the Inde sture on the revenues of the Authority
would be released and the Expansion Bonds would be secured, subject to the provisions of the Resolution, by
a first lien upon and a pledge of the revenues of the Authority.

Reserve Account Requirement

The Resolution provides that at the time of issuance of a series of Expansion Bonds there shall be deposited
in the Reserve Account in the Expansion Bond Fund, from the proceeds of such Bonds or other sources, an
amount such that the total then to be in the Reserve Account shall be, with respect to each series of Expansion
Bonds, an amount equal to the maximum amount required to be paid into the Interest Account in the Expan-
sion Bond Fund to pay interest on such Bonds in any fiscal year (twelve months ending June 30) from the
date of the Expansion Bonds to 'he final maturity date thereof (the " Reserve Account Requirement").

Securities held as investments in the Reserve Account shall be valued at cost, but, in the event of any
loss upon the sale of such securities and in the event of any withdrawal from the Reserve Account, the amount
of any deficiency in the Reserve Account then resulting, unless restored from the proceeds of additional
Expansion Bonds, :#ill be restored by payments from revenues, which payments shall, in each month, after
the occurrence of such deficiency and until the amount of the deficiency has been restored, be not less than

th of the amount of the deficiency. As of December 31,1978, an amount suflicient to meet the Reserve
Account Requirement of $43,070,063.75 for the outstanding Expansion Bonds was on deposit in the Reserve
Account in the Expansion Bond Fund. For the Reserve Account Requirement for the 1979A Bonds, see
caption " Purpose of the 1979A Bonds".

Rate Covenant

The Resolution provides that the Authority shall establish, maintain and collect rates and charges for
electric power and energy which shall be adequate to provide the Authority with revenues suflicient to pay
the principal of and interest on the Priority Obligations and Expansion Bonds when due, to make when due
all payments which the Authority is obligated to make into the Expansion Bond Fund, the Lease Fund, the
Capital Improvement Fund and the special funds created under the Indenture for the payment of principal
of and interest on the Priority Obligations, to pay all costs and expenses of operation and maintenance of
the System, and to make all necessary repairs, replacements and renewals thereof, and to pay all taxes, assess-
ments or other governmental charges lawfully imposed on the Authority or the revenues thereof, or payments
in lieu there >f, and to pay any and all amounts which the Authority may now and hereafter become obligated
to pay from the revenues of the System by law or contract.

There is no agency, other than the Authority, having jurisdiction eur the re s of the Authority. See
captions "The Authority-Rates" and " Regulatory hiatters-Federal Energy Rei, story Commission and
Department of Energy".

Capital Improvement Requirement

The Resolution provides that the Authority shall pay into its Capital Improvement I und, as an annual
hiinimum Capital Improvement Requirement, an amount which, together with the amount. deposited therein
in the two preceding fiscal years,is at least equal to 8% of the Authority's gross revenues in tus three preceding
fiscal years.

A supplemental resolution adopted February 16,1977, provides that, after the 1973 and 1974 Series of

D Expansion Bonds are no longer outstending, the Authority shall pay into its Capital Improvement Fund, as an
annual hiinimum Capital Improvement Requirement, an amount which, together with the amounts deposited

3

7 o 7,-

1vul LJe



expense") and the energy related component of " purchased power" expense, determined in accordance with
the Uniform System of Accounts prescribed for Public Utilities and Licensees of the Federal Energy Regulatory {
Commission in effect on January 1,1977.

DESCRIPTION OF 1979A BONDS
The 1979A Bonds will be dated April 1.1979 and will bear interest at the rates per annum and mature at

times and in amounts as shown on the cover page hereof. Interest will be payable on January I and July 1,
commencing July 1,1979 (three months). Principal and interest will be payable at the principal oflice of
First National Bank of South Carolina in Columbia, South Carolina, or of Morgan Guaranty Trust Company of
New York in New York, New York. The 1979A Bonds will be issuable as coupon Bonds in the denomination
of $5,000, registrable as to principal only, or as fully registered Bonds in the denomination of $5,000 or any
integral multiple thereof. Coupon and registered Bonds will be interchangeahe. As a condition of any
exchange the Authority may require the payment of a sum sufficient to reimburse it for any stamp tax or other
governmental charge that may be imposed thereon.

Redemption Provisions

The 1979A Bonds due in 1990 and thereafter shall be subject to redemption prior to maturity at the
option of the Authority, on or after July 1,1989, upon not less than 30 days' notice, as a whole at aay time,
or in part in the inverse order of maturity on any interest payment date (and in the event that less than all of
such Bonds of any maturity are called for redemption the particular Bonds of such maturity to be redeemed
shall be selected by lot), at the redemption prices expressed in percentages of principal amount set forth below,
plus in each case, accrued interest to the date fixed for redemption.

Period During Which Redeemed Redemption
(Both DatesInclusive) Prices

July 1,1989 to June 30,1990 103 %
July 1,1990 to June 30,1991 102 %
July 1,1991 to June 30,1992 102

{July 1,1992 to June 30,1993 101 %
July 1,1993 to June 30,1994 101
July 1,1994 to June 30,1995 100 %
July 1,1995 and thereafter 100

The 1979A Bonds duc 2009 and 2019 shall also be subject to redemption prior to maturity, upon not
less than 30 days' notice, on interest payment dates on and after January 1,2004 and January 1,2010, respec-
tively, from sinking fund installments at 100% of principal amount plus accrued interest to the date fixed for
redemption in the years and principal amounts as set forth below under the subcaption " Sinking Fund Install-
ments".

Sinking Fund Installments

The 1979A Bonds duc 2009 and 2019 shall be retired by sinking fund ins:allments which shall be paid
into the Bond Retirement Account in the Expansion Bond Fund in amounts sufIicient to redeem by July 1
of each year the principal amount of 1979A Bonds due 2009 or 2019 specified for each of the years shown
in the table below:

Principal Amourt Principal Amount
1979A Bonds Due 2009

_
1979A Bonds Due 2019

Year Amount Year Amount

2004 $ 2,390,000 2010 $ 3,335,000
2005 2,540,000 2011 3,525,000
2006 2,695,000 2012 3,720,000
2007 2,865,000 2013 3,925,000
2008 3,010,000 2014 4,140,000
2009 3,160,000 2015 4,370,000

2016. 4,610,000
2017 4,870,000
2018 5,135,000 $
2019 25,550,000
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OUTSTANDING OBLIGATIONS AND EQUITY

I The following table sets forth the outstanding obligations and equity of the Authority as of Deecmber 31,
1978 adjusted to reflect the issuance of the 1979A Bonds:

Long-Term Obligations (1)
Priority Obligations

Electric Revenue Bonds, Series of 1950, bearing interest at 2.70%
and duc 1979 to 1993 $ 11,120,000

Electric Revenue Bonds, Series of 1967, bearing interest at 4% and
4.10% and duc 1979 to 1981 and 2006 50,865,000

Electric Revenue Bonds, Refunding Series of 1973, bearing ict: rest
from 59F to 5%% and duc 1979 to 1989 9,250,000

Contract Obligation, payable 1979 to 1985(2) 2,453,000

Total Priority Obligations S 73,688,000
Expansion Bcnds

Expansion Bonds,1973 Series, bearing interest from 5% to 5% %
and due 1980 to 1993 and 2013 $ 100,000,000

Expansion Bonds,1974 Series, bearing interest from 6% to 6% %
and due 1980 to 1999 and 2014 109,000,000

Expansion Bonds,1977 Refunding Series, bearing interest from
3.40% to 6% and due 1979 to 1997 and 2002 and 2016 212,455,000

Expansion Bonds,1977 Series, bearing interest from 4% to 5% %
and due 1982 to 2002 and 2017 115,000,000

Expansion Bonds,1978 Series, bearing interest fron. 4.20% to
5% % and due 1981 to 1998 and 2008 and 2018 200,000,000

Expansion Bonds,1979 Series A, bearing interest from 5.40% to
6% % and due 1980 to 2003 and 2009 and 2019 110,000,000

Total Expansion Bonds $ 846,455,000
Subordinated Lease Contracts, payable 1979 to approximately 2013(3)

h Bank Loan, bearing interest at 4.25% and due 1979 to 1984(4) $ 450,000

Total Long-Term Obligations $ 920,593,000
Equity

Accumulated Net Revenues S 87,311,000

Capital Contributions-U. S. Government Grants $ 34,438,000

Total Equity T 121,749,000

Total Long-Term Obligations atid Equity $ 1,042,342,000

(I) Includes $3,060,444 at December 31, 978 of long-term debt due within one year.
(2) Originally dated January 1,1950. I nd subuquently amended, requiring payments as indicated to Central Electric

Cooperatise, Inc. (" Central") equal a interest on (at 2% per annum) and princ: pal of certain mortgage notes (the "A-B
1.oan") of Central held by the Un'.ed Sta:es of America through the Administrator of the Rural Electrification Admin-
istration (the "REA*'), to which ne pa>ments by the Authority have been assigned.

(3) 't he Authority has entered into lease contracts with Central (known as the C, t) E, F, G, II, K and L Lease Contracts)
for the purpose of prosiding for the leasing and ogsating by the Authority of certain transmission lines and related
facilities, the Grainger Generating Station at Conway, Nuth Carolina and a combustion turbine at liilton llead. South
Carolina. These facilities are financed by loans from REA to Central, or from REA to other cooperatives which loans
were later assumed by Central, all of which are or will be esidenced by Central's mortgage notes. Under the lease contracts
the Authority is required to make payments equal to interest (the C, D. E and F lease contracts at 2%, the G,11, K and L
lease contracts at 5% ) and principal of Central's mortgage notes. The principal amount outstanding on su;in notes on
December 31.1978 was $77,662,902. Payments awigned by Central to REA under such lease contracts with Central are
subordinated to payments on the Priority Obligations and on the Expansioa Bonds. The lease contracts provide for an
additional $15,969,000 to be advanced in the future by REA to Central.

14) Payable from the resenues derived from the ownership and operation of the Authority's System, subordinate to the
payments required to be made to the Operating Fund, the Interest Fund, the Bond Fund and the Debt Service Reserse
Fund created by the Indenture and to the payments required to be made to the Expansion Bond Fund (and the accounts
therein) and the Lease Fund created by the Resolution, but prior to the payments required to be made to the Contingency
Fund, Capital Improvement Fund and Special Reserve Fund created by the Indenture.
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DEBT SERVICE SCIIEDULE

(Thousands of "eollars)
Annual Debt Sersice on 1979' Bonds

Debt
Debt Serilce Total

Seriice Charges Debt
Charges on Serial Bonds Sinking Sersice

riscal Year on Outstanding on Fund on on Total
Ending Priority Expansion following following 1979A Debt
June 30 Obligations Bonds July 1 July 1 Interest Bonds Sersice

1979 $4,319 $14,859(1) - - $ 165(1) $ 165(1) $19,343(1)
1980 4,322 16,320(1) $ 65 - 659(1) 724(1) 21,366(1)

1981 4,319 37,850(1) 70 - 655(1) 725(1) 42,894(1)

1982 4,322 47,591 70 - 651(1) 721(1) 52,634(1)

1983 4,319 48,288 575 - 5,071(1) 5,646(1) 58,253(1)

1984 4,473 48,148 955 - 7,252 8,207 60,828

ta85 4,337 48,305 985 - 7,200 8,185 60,827

386 4,340 48,319 1,025 - 7,146 8,171 60,830

1987 4,339 48,335 1,065 - 7,089 8,154 60,828

1988 4,340 48,353 1,105 - 7,030 8,135 60,828

1989 4,328 48,380 1,150 - 6,968 8,118 60,826

1990 4,442 48,283 1,195 -. 6,903 8,098 60,823

1991 4,444 48299 1,290 - 6,834 8,074 60,817

1992 4,443 48,314 1,300 - 6,762 8,062 60,819

1993 4,448 48,325 1,360 - 6,685 8,045 60,818

1994 4,438 48,350 1,425 - 6,604 8,029 60,817

1995 4,446 48,357 1,490 - 6,519 8,009 60,812
1996 4,460 48,360 1,565 - 6,428 7,993 60,813 g
1997 4,473 48,364 1,645 - 6,333 7,978 60,815
1998 4,481 48,375 1,725 - 6,231 7,956 60,812
1999 4,494 48,379 1,815 - 6,122 7,937 60,810
2000 4,511 48,374 1,915 - 6,007 7,922 60,807
2001 4,521 48,378 2,025 - 5,884 7,909 60,808
2002 4,536 48,376 2,135 - 5,754 7,889 60,801
2003 4,549 48,377 2,260 - 5,615 7,875 60,801
2004 4,565 48,377 - $ 2,390 5,468 7,858 60,800
2005 4,585 48,373 - 2,540 5,307 7,847 60,805
2006 4,601 48,371 - 2,695 5,135 7,830 60,802
2007 - 52,990 - 2,865 4,953 7,818 60,808
2008 - 53,041 - 3,010 4,760 7,770 60,811
2009 - 53,094 - 3,160 4,557 7,717 60,811
2010 - 53,136 - 3,335 4,344 7,679 60,815
2011 - 53,176 - 3,525 4,114 7,639 60,815
2012 - 53,226 - 3,720 3,872 7,592 60,818
2013 - 53,274 - 3,925 3,616 7,541 60,815
2014 - 53,327 - 4,140 3,346 7,486 60,813
20!5 - 53,386 - 4,370 3,062 7,432 60,818
2016 - 53,446 - 4,610 2,761 7,371 60,817
2017 - 53,506 -- 4,870 2,444 7,314 60,820
2018 - 53,573 - 5,135 2,110 7,245 60,818
2019 - - - 25,550 1,757 27,307 27,307

(1) Excludes portion of interest which is funded from Expans:on Bond proceeds.
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TIIE AUTIIORITY
Organization and Afanagement

The Authority's Board of Directors consists of eleven members appointed by the Governor with the
advice and consent of the Senate as follows: one from each of the six congressional districts of the State,
one from each of the counties of Berkeley, Georgetown and florry; and two from the State at large, one of
whom shall be Chairman and the other shall have had experience with the operations of rural electric
cooperatives. Appointments are for seve:i years.

Present directors are:
Term

Name Businen Residence Expiry

Robert S. Davis, Business Executive Columbia, SC 1983
Chairman

Vernon E. Sumwalt, Attorney Rock Hill, SC 1981
First Vice Chairman

J. Thomas Grier, Insurance Spartanburg. SC 1979
Second Vice Chairman

E. Jarvis hforris Real Estate and Insurance Pinopolis, SC 1979

B. A. Jordan, Jr. Construction Eastover SC 1980

hiarvin hf. Thomas Business Executive Georgetown, SC 1980

hiark C. Garner Newspaper Executive hiyrtle Beach, SC 1981

C. B. Boyne Retired Business Executive Eastover, SC 1984

Walter T. Cox University Executive Clemson, SC 1984

Harold Af. Robertson Wholesale-Retail Executive Walterboro, SC 1985

B. G. Alderman, Jr. Real Estate and Insurance hianning, SC 1985

The President and Chief Executive Officer of the Authority is William C. Afescher. He assumed his
duties with the Authority in hfarch 1976, after having been with the Commonwealth Edison Company of
Chicago, Illinois, for 23 years.

Other Authority staff executives are:
Electric Utility

Position Experience

Henry N. Cyrus Senior Vice I'tesident, Engineering 33 years

Claren e S. Gramling Senior Vice President, System Operations 29 years

Kenne h R. Ford Vice President, Finance and Trasurer 19 years

'N C. Norman Vice President, Commercial Op ations 7 years

Lucas C. Padgett Vice President, Government Affa s &
Industrial Development 22 years

Robert V. Tanner Vice President, Production 19 years

William A. Williams, Jr. Vice President 6 years

Wallace S. hfurphy General Counsel 9 years

L. P. Dorman Secretary 29 years

Larry R. Be11 avita Controller 5 years

The Authority has approximately 830 employees. Authority employees are members of a contributory
state pension plan administered by the South Carolina State Retirement System.
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The Act establishes an Advisory Board composed of the following officials of the State of South
Carolina: the Governor, the Attorney General, the State Treasurer, the Comptroller General and the Secretary
of State.

l'he Authority has engaged R. W. Beck and Associates as Consulting Engineer. R. W. Beck and Asso-
ciates has prepared a report on the Authority's financing and capital improvement program (the " Beck Report"),
a copy of which is attached hereto as Appendix I.

The Authority's Advisory Board for many years has designated J. W. Hunt and Company, Certified Public
Accountants, to prepare reports on audit. They have prepared a report on audit for the fiscal year ended
June 30,1978, copies of which may be obtained from the Authority. The balance sheet, the statement of
revenues and expenses, certain exhibits and the notes to the financial statements contained in such report on
audit, together with a letter of J. W. Hunt and Company with respect thereto, are attached hereto as
Appendix II.

The Authority has engaged Burns and Roe, Inc. to provide engineering, design and construction manage-
ment senices for Unit 3 at the Winyah Generating Station ("Winyah Unit 3"), Winyah Unit 4 and Unit 2 at
a site near Cross, South Carolina (" Cross Unit 2"). Burns and Roe, Inc. has prepared a letter describing
Winyah Unit 4 and estimating the cost of its construction (the " Burns and Roe Letter"), which is attached
hereto as Appendix III.

The Authority has engaged, as Bond Counsel, Wood & Dawson, New York, New York, and McNair
Glenn Konduros Corley Singletary Porter & Dibble, Columbia, South Carolina. The form of their proposed
legal opinions with respect to the validity of the 1979A Bonds is attached hereto as Appendix IV.

Service Area

The Authority's service area comists of substantially all of the counties of Berkeley, Georgetown and
Horry. This senice area is shared with rural electric cooperatives but not with investor-owned utilities. The
only municipal electric system in this service area is the City of Georgetown. The Authority also serves certain j
other customers, including Central, outside its senice area and may supply the future load grewth of such
customers. Centralis an association of 15 electric distribution cooperatives located in 35 of the 46 counties of
South Carolina serving primarily residential, commercial and small industrial customers. In addition, the
Authority may compete for and, at the request of the customer, serve any customer with a load of 750 kW or
higher so long as the customer is located in an area assigned to a member cf Central by the South Carolina
Public Senice Commission.

The total number of customers served by the Authority, either directly or indirectly, is approximately
250,000. The Authority sells electric power and energy at wholesale to Central, the City of Georgetown and
the Town of Bamberg and sells electric power and energy directly to three military establishments,21 large
industrial accounts and approximately 45,000 residential, commercial and small industrial retail customers
in the counties of Berkeley, Georgetown and Horry.
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Illstorical Operating Results

h A summary, condensed from the Beck Report, showing revenues available for debt service, lease
payments and other purposes for the fiscal years ended June 30,1974 through 1978 and the 12 months ended
December 31,1978 follows:

12 Months
Fiscal Year Ended June 30(1) Ended

December 31,
1974 1975 1976 1977 1978 1978

(Dollars in Thousanis)
(Unaudited)

Operating Revenues $46,754 $77,806 $82,239 $94,727 $126,575 $132,647
Other Income 1,542 1,993 2,819 2,914 3,618 4,391

Total $48,296 $79,799 $85,058 $97,641 $130,193 $137,038
Operating Expense (except

depreciation and lease ac-
cruals) 34,691 59,817 55,259 69,550 $ 96,397 $103 556

Revenue Available for Debt
Service, Lease Payments
and Other Purposes $13,605 $19,982 $29,799 $28,091 $ 33,796 $ 33,482

Debt Service:
Priority Obligations S 4,315 $ 4,318 $ 4,324 $ 4,317 $ 4,319 $ 4,297
Expansion Bonds 737 3,460 7,825 7,110 12,762 14,824

Total Debt Service $ 5,052 $ 7,778 $12,149 $11,427 $ 17,081 $ 19,121
Lease Payments (2) 1,937 2,105 2,413 2,984 3,355 3,582
Other Obligations (3) 147 1,690 1,364 1,402 1,388-

D Balance after Debt Service,
Lease Payrnents and Other
Obligations s 6,616 $ 9,952 $13,547 $12,316 $ 11,958 $ 9,391

Payments to State of South
Carolina . 1,093 764 844 1,797 1,201 1,200

Payments into Contingency
Fund 97 - 3 - - -

Balance Available for Capital
Improvements and Other
Purposes S 5,426 $ 9,188 $12,700 $10,519 $ 10,757 $ 8,191

Coverage:
Priority Obligations 3.15 4.63 6.89 6.51 7.82 7.79
Debt Service 2.69 2.57 2.45 2.46 1.98 1.75
Debt Service, Lease Pay-

ments, Other Obliga-
tions and Contingency
Fund Payments 1.92 1.99 1.83 1.78 1.55 1.39

(1) See footnotes in Exhibit B to the Beck Report, Appendix 1.
(2) Cash basis. In its income statements the Authority includes lease payrrent accruals as an operating expense in

accordance with the Uniform System of Accounts prescribed by the Federal Energy Regulatory Commission. The
Authority intends to continue this accounting and reporting practice, although such payments are. under the Indenture
and Resolution, subordinated to payments on the Priority Obligations and the Expansion Bonds. See caption
"Certain Provisions of the Indenture and Resolution-F'mds and Accounts",

(3) Includes bank loans.
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Illstorical Demand, Sales and Revenues

The following table sets forth the peak demand on the Authority's system for the calendar years 1969-1978: (
Calendar Peak Demand (1) Increase

Year MW %

1969 504 -

u ,0 600 19.0 %

1971 622 3.7

1972 736 18.3

1973 829 12.6

1974 911 9.9

1975 943 3.5

1976 1,065 12.9

1977 1,161 9.0

1978 1,231 6.0

(1) A new system ,cak demand,1241 MW, occurred in February 1979. Annual peak demand normally occurs in August of
each calendar year.

The following table sets forth the sales and revenues of the Authority, excluding sales to anc revenues
derived from South Carolina E ctric & Gas Company ("SCE&G") an<l Carolina Power & Light Co. ("CP&L"),
for the fiscal years 1969-1978 and for the twelve months ended December 31,1978. Comparable information
presented in Exhibit B to the Beck Report, yendix I, includes such sales and revenues.

Sales Revenue From Sales

Annual Annual Mills
Increase Increase Per

Period GWII(1) % Amount % KWII

Fiscal Year Ended
June 30:

1969 2,489 - $ 19,372,065 - 7.8

1970 2,809 12.9 % 22,358,271 15.4 % 8.0

1971 3,097 10.3 27,783,776 24.3 9.0

1972 3,189 3.0 30,966,273 11.5 9.7

1973 3,624 13.6 34,923,846 12.8 9.6

1974 3,968 9.5 41,525,532 18.9 10.5

1^'. 4,259 7.4 75,806,187 82.6 17.8

1 76 4,485 5.3 80,564,225 6.3 18.0

1977 5,104 13.8 92,533,091 14.9 18.1

1978 5,562 9.0 117,743,954 27.2 21.2

12 months ended December 31,
1978 (Unaudited) 5,773 8.1(2) 126,626,763 1P''2) 21.9

(1) Million kWh.
(2) Increase over 12 month , ended December 31,1977.
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Sales and revenues by customer class, excluding sales to and revenues from SCE&G and CP&L, for the

g fiscal yea s 1974 through 1978 and the twelve months ended December 31,1978 are set forth below:

Sales (GWII)

12 Months
Ended

December 31,
1974 1975 1976 1977 1978 1978

Class of % 4,f % of % of % of % of % of
Customers Total Total Total Total Total Total

Wholesale (l) 1,796 45.3 2,018 47.4 2,220 49.5 2,577 50.5 2,845 51.2 2,891 50.1

Afilitary 285 7.1 292 6.9 301 6.7 303 5.9 324 5.8 320 5.5

Large Industrial 1,256 31.7 1,241 29.1 1,202 26.8 1,356 26.6 1,441 25.9 1,595 27.6

Residential 287 7.2 320 7.5 343 7.6 403 7.9 446 8.0 450 7.8
Commercial, Small

Industrial and Other 344 8.7 388 9.1 419 9.4 465 9.1 506 9.1 517 9.0

Total 3,968 100.0 4,259 100.0 4,485 100.0 5,104 100.0 5,562 100.0 5,773 100.0

(1) Includes Central. See subcaption * Central Contracts".

Revenues

(Dollars in ~Ihousands) 12 Months
Ended

December 31,
1974 1975 _ 1976 1977 1978 1978

Class of % of fc of % of fo of % of % of
Customers Total Total Total Total Total Total

Wholesale (l) $16,512 39.8 $32,033 42.3 $36,216 45.0 $42,265 45.7 5 54,101 s 5.9 $ 57,484 45.4
htilitary 2,834 6.8 4,564 6.0 4,754 5.9 5,049 5.4 6,329 5.4 6,467 5.1

D Large Industrial (2) 11,349 27.3 20,931 27.6 19,357 24.0 21,557 23.3 26,672 22.7 30,750 24.3

Residential 4,911 11.8 8,354 11.0 9,107 11.3 10,802 11.7 14,585 12.4 15,040 11.9
Commercial, Small

Industrial and Other 5,920 14.3 9,919 13.1 11,130 13.8 12,860 13.9 16,057 13.6 16,886 13.3

Total $41,526 100.0 $75,806 100.(. 0,564 100.0 $92,533 100.0 $117,744 100.0 $126,627 100.0
.- .

(1) Includes Central. Sea wbcaption " Central Contracts",
(21 See subcaption " Municipal, Military and Large Industrial Contracts",

Central Contracts

Existing power contracts entered into between the Authority and Central, the most recent such contract
having become efIective on April 29,1971 (the "F Power Contract"), require the Authority to furnish, and
Central to purchase, until October 22,1987, Central's total power and energy requirements, less amounts
which Central purchases directly from the Southeastern Power Administration ("SEPA"). In the twelve
months ended December 31, 1978, sales to Central amounted to approximately 2,788 GWh. Af:er October
22,1987, and for the remainder of the term of the F Power Contract (June 2005), the Authority is obligated
to sell and deliver to Central, and Central is obligated to purchase and receive annually from the Authority,
600 million kWh.

The F Power Contract prescribes the rate schedule applicable to the power and energy sold to Central. It
also provides for an adjustment in the energy rate related to the cost of fossil fuel burned by the Authority and
includes a provision for adjustment of the energy rate related to increases or decreases in the taxes or sums in
lieu of taxes paid by the Authority. The F Power Contract also includes provisions for ra'e r.-views and rate
changes related t( s according to a certain formula,

Pursuant to the provisions of the F Power Contract, a rate review was conducted in the Fall of 1978. As
a result, etTective January 1,1979, the monthly rates applicable at each delivery point for power and energy

g under the F Power Contract are: (1) for demand charges $1.875 per kW of billing demand, and (2) for the
energy charge 5.65 mills per kWh for the first 100,000 kWh of billing energy and 4.33 mills per kWh for all
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additional kWh of billing energy. The next review will take place in the Fall of 1980 to become effective
January 1,1981.

R. W. Beck and Associates states in the Beck Report (Appendix I) that it has projected the Authority's
revenues to be derived from Central on the basis of the present contract terms. The Authority has advised
Central of its intent to reconsider the fuel clause and rate provisions of the F Power Contract and to negotiate
changes which would be equitable to both parties when nuclear power becomes available.

Revenues from sales to Central during the twelve months ended December 31, 1978, amounted to
$55,381,615, representing approximately 43.7% of revenues from firm sales, and averaged 19.87 mills per
kWh.

Central has indicated a desire to own a portion of its future power supply resources. The Authority and
Central have entered into discussions concerning a new power contract and possible joint ownership of future
power supply resources and related matters. It is not possible at this time to determine the outcome of such
discussions. For information concerning Central's intervention in SCE&G's and the Authority's licensing
proceeding with respect to the Summer Nuclear Station, see subcaption "Regu!atory Matters-Nuclear
Matters"

Residential, Commercial and Small Industrial Sales

Sales to residential, commercial and small industrial customers are made pursuant to rate schedules
established from time to time by the Authority. All of such rate schedules include a fuel adjustment clause.
Revenues from residential, commercial and small industrial sales during the twelve months ended December
31,1978 represented approximately 25.2% of revenues from firm sales, and averaged 33.02 mills per kWh.

Municipal, Military and Large Industrial Contracts

Sales to municipal, military and large industrial customers are made pursuant to contracts. For large
industrial customers which use in excess of 350,000 kWh per month, the Authority has a large power rate
schedule and requires that such customers enter into contracts for periods of not less than five years. All
contracts contain rate provisions of the demand and energy type, and include fuel adjustment clauses and other
provisions generally used in large industrial power rate schedules. The average cost per kWh varies depending
upon the cu.,tomer's consumption and load factor.

Revenues from municipal, military and large industrial sales during the twelve months ended December
31,1978 represented apprnximately 31.1% of revenues from firm sales and averaged 19.48 mills per kWh.

The Authority's municipal customers are the City of Georgetown and the Town of Bamberg.

The Authority's five largest industrial custoners for the 12 months ended December 31,1978 and their
contribution to revenues from firm sales of the Authority were as follows: Airco, Inc.-$8,891,485 (7.0%),
Georgetown Steel Corporation-$8,725,515 (6.9%), Santec Portland Cement Company-52,413,050 (1.9%),
International Paper Company-$1,859,358 (1.5%), and Giant Portland and Masonry Cement Company-
$1,645,265 (1.3%).

Power Contract With Alumax Inc. The Authority has entered into a power con'ract with Alumax Inc.
("Alumaf), an integrated aluminum compaay, for the sale by the Authority of up to 24t, MW of firm power
on a long-term basis. The power is to be used ror a primary reduction plant which Alumax is constructing in
the Authority's service area.

Under the contract between the Authority and Alumax, as amended, service to Alumax for the first
potline (building up to 166 MW) is expected to begin in April 1980, and service for the first half of the second
potline.(building up to 80 MW) is expected to begin in November 1980. The contract provides that Alumax
will pay for power and energy according to the Authority's large industrial rate schedule, which is determined
on a cost of service basis, except that the minimum billing provisions of the schedule will not be applicable
during a build-up period of 12 moidhs for the first potline and 8 months for the first half of the second potline.
R. W. Beck and Associates have not included any revenues from Alumax in their projectioS of revenues k
during these build-up periods.
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In February 1978, Alumax received permits for the construction of two aluminum reduction potlines
g from the South Carolina Department of IIcalth and Environmental Control. Clearing and grading of the

plant site are complete. Alumax has informed the Authority that as of February 1,1979, the plant was
approximately 6% complete and is slightly ahead of schedule. The Authority's construction program to
provide service to Alumax is on schedule. See caption " Capital Improvement Program-1979-1984".

The contract also grants certain options to Alumax, subject to specified periods of notification, for the
purchase of up to an additionel 400 h1W of power for the second half of the second potline, a third or a third
and a fourth potline. Alumax has publicly announced that it intends to construct the second half of the second
potline, which would require an additional 80 htW of power; however, it has not yet exercised its 4 ition to
purchase this additional power. The Authority is not obligated to deliver more than 270 51W to Alumax prior
to November 1,1981.

For additionalinformation concerning the Alumax contract, see the Beck Report, Appendix I.

Rates

The Authority's Board of Directors is empowered and required to set rates as necessary to provide for
expenses, including debt service, of the Authority.

The rates presently in effect were adopted on February 5,1977, and became effective with hiay 1977
billings. Such rates are applicable to all residential, commercial, municipal pumping, street lighting and indus-
trial customers, except for two industrial customers still served under fixed rate contracts which will expire later
in 1979. The rates reflect an overall increase of approximately 3.0% over the rates previously in etTect.

On January 29,1979, the Authority adopted new rates applicable to municipal, residential, commercial,
municipal pumping, street lighting and industrial customers. The new rates will become effective with hfay 1979
billings, except for the two industrial customers mentioned above. Thes., rates, based on projections for the
fiscal year ending June 30,1980, are estimated to produce an increase in revenues of $9,809,000, or an increase
in overall rever 2es of 10.7?e from customers other than Central. The average percentage increase en the basic
rate schedules to major customer classes is estimated to be 10.5% for industrial customers; 14.8% for
municipal customers; 11.8% for commercial customers; and 9.6% for residential customers.

On hic ch 26, 1979, the Authority adopted new rate schedules applicable to municipal, residential,
commercial, municipal pumping, street lighting and industrial customers to become effective with hfay 1981
billings. These rates, based on projections for the fiscal year ending June 30,1982, are estimated to produce
an increase in revenues of $21,377,000, or an increase in overall revenues of 12.6% from customers other than
Central. The average percentage increase on the basic rate schedules to major customer classes is estimated
to be 8.3% and 12.4G for large and small industrial customers, respectively; 6.6% for municipal customers;
23.9% for commercial customers; and 21.3% for residential customers.

On h1 arch 26,-1979, the Authority adopted a program prosiding for a rate increase applicable to
municipal, residential, commercial, municipal pumping, street lighting and industrial customers to become
efTective with hiay 1982 billings. These rates, based on projections for the fiscal year ending June 30,1983,
are estimated to produce an increase in revenues of approximately $21,828,000, or an increase in overall
revenues of 10.3% from customers other than Central.

The Authority's rate .,chedules include a fuel adjustment clause which provides for increases or decreases
to the basic rate schednes to cover increases or decreases in the cost of fuel to the extent such costs vary
from a predetermined case cost.

D

13

l' y
n, ,

i, , i



The Authority's rates compare favorably with those of other utilities in South Carolina. A comparison of
the Authority's rates with those of three other utilities as of December 31,1978 is set forth below.

Residential Electric SersIce

300 500 700 1,000
kWh kWh kWh kWh

Authority
Existing (1) Summer $13.82 $20.18 $26.20 $35.24

Winter 13.36 19.04 24.16 31.85
EfIective hiay 1979(2) Summer 14.83 22.04 28.89 39.17

Winter 14.08 20.49 26.24 34.87
Duke Power CompanyO) 14.26 23.24 32.99 47.63
Carolina Power & Light Company (4) Summer 15.97 23.02 30.06 40.63

Winter 15.97 23.02 30.06 38.71
South Carolina Electric & Gas C tapany(5) . 16.36 24.27 32.18 44.04

Commercial SersIce
(300 Ilours of kW Demand)

3,000 5,000 7,500
kWh kWh kWh

Authority
Existing (l) Summer $122.00 $185.84 $265.64

Winter 88.16 137.00 198.05
EfIective hiay 1979(2) Summer 199.91 195.45 289.88

Winter 101.71 165.25 244.68
Duke Power Company (3) 147.12 236.12 333.31
Carolina Power & Light Company (4) 111.41 182.36 257.30
South Carolina Electric & Gas Company (5) . 153.85 237.75 328.55

Industrial SersIce

1.000 kW 2.000 kW 9.000 kW 40,000 kW
500.000 kWh I,000,000 kWh 5,000,000 kWh 25,000 000 kWh

Authority
Existing (6) $10,685.00 $20,270.00 $ 95,000.00 $ 160,850.00
Effective Afay 19b(7) 12,188.00 22,708.00 103,818.00 497,168.00

Duke Power Company (3) 13,659.01 25,711.51 119,894.01 576,856.51
Carolina Power & Light Company (4) . 12,495.00 24,765.00 118,075.00 565,225.00

South Carolina Electric & Gas (5) 13,650.00 26,800.00 127,200.00 610,000.00

(1) Includes fuel adjustment adder of $.00202/LWh.
(2) Includes fuel adjustment credit of $.00423/kWh.
(3) Includes fuel adjustment adder of $.00179/kWh.
(4) Includes fuel adjustment adder of $.00059/kWh, fuel adjustment applies tc November 1978 billing.
(5) Includes fuel adjustment adder of $.00095/kWh.
(6) Includes fuel adjustment adder of $.00177/kWh.
(7) Includes fuel adjustment credit of $.00406/kWh.

Residential customers of the Authority paid an average of 3.34 cents per kWh during the twelve months
ended November 30, 1978. This compares with the national residential average of 4.01 cents per kWh as
reported by the Edison Electric Institute for the same period. The Authority's average annual use per
reidential customer was 12,891 kWh for the twelve months ended November 30, 1978, 45 8 % more than
the national average of 8,844 kWh as reported by the Edison Electric Institute for the same period.
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Power Supply

The Authority's existing generating facilities consist of:

Date P!and Aggregate Energy
Faellity Location le Ser ice Capability Source

Jefferies Hydroelectric Generating
Station hioncks Corner 1942 128 MW(1) Hydro

Wilson Dam Generating Station Lake Marion 1950 2 Hydro
Jefferies Generating Station hioncks Corner

Units 1 and 2 1954 92 Oil
Units 3 and 4 1970 320 Coal

Grainger Geterating StationQ Conway 1966 170 Coal
Combt.stion Tu. bines hiyrtle Beach 1962 20(3) Oil
Combustion Turbines \fyrtle Beach 1972 40(3) Oil
Combustion Turbine (2) :Iilton Head

Island 1973 20(3) Oil
Combu' hon Turbine Hilton Head

Island 1974 20(3) Oil
Com'Justion Turbine Myrtle Beach 1976 28(3) Oil
Winj ah Generating Station Georgetown

Unit 1 1975 280 Coal
Unit 2 1977 280 Coal

Total Capability 1,400 MW

(1) A project authorized by the U. S. Congress will require the diversion into the Santee River of a substantial part of the
flows which are presently utilized by the Authority at its Jefferies liydroelectric Generating Station and the construction
and operation by the U. S. Army Corps of Engineers (" Corps") of an 84 MW hydroelectric project in the vicinity of St.

B Stephen, South Carolina (the "St. Stephen Plant"). The project, proposed for completion in December 1984, will result
in a reduction in the amount of energy which can be produced at the Station and will limit the output of the Station
to approximatey 44 MW for operations as carried on at present, i.e. approximately the same capacity factor as exists
today. The Corps and the Authority have executed a contract containing provisions which in effect, will compensate
the Authority for the net loss in energy because of the lower head at the St. Stephen PV . and the limitations on the
operations at the Station resulting from the project. The output of the St. Stephen Plant s4 MW), which will be made
available to the Authority, plus the limited output of Jefferies (44 MW) will equal the present total output of the Station
for approximately the same capacity factor that exists today. There will remain at the Station 84 MW of capacity available
to the Authority which can be used at lower capacity factor conditions when combined with the 44 MW. The Authority
will compensate the Corps for any capacity above 128 MW used from the combined operations.

(2) The Authority has entered into certain of the lease contracts referred to in footnote (3) of the table under " Outstanding
Obligations and Equity" for the purpose of providing for the leasing from Central and the operating by the Authority of
such facilities and certain transmission facilities. The Authority has an option under each such lease contract to purchase
the respective facilities at any time during the term of such lease contract for a sum equal to Central's indebtedness in
respect of such facilities remaining outstanding at the time of the exercise of such option. If the option is not exercised
before or at the time of the expiration of such lease, control of such facilities will return to Central. The Authority p?ans
to exercise each and every option to acquire ownership of such facilities prior to expiration of the leases.

(3) Summer rating.

In addition, the Authority receives a firm power supply from SEPA of 105 MW, bringing its total power
supply resources to 1,505 MW. In June 1977, SEPA advised the Authority that its power supply contract
with the Authority will terminate eficctive June 30, 1981. SEPA has advised the Authority, however, that
prior to the efTective date of termination it intends to review its existing supply contracts with utilities, including
the Authority, and that power reallocations may or may not result.
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In the table below the capability in hiW of the Authority's existing power supply resources is classified
by energy source. For information as to the projected additional capability planned to be placed in com-
mercial operation through the fiscal year ending June 30,1984, see the caption " Capital Improvement Program
-1979-1984--General".

Sources of Power Supply Capabmty to of Total

Hydro Generation 130 h1W 8.6%
SEPA (Hydro) 105 7.0
Coal 1,050 69.8
Oil 220 14.6

Total 1,505 hiW 100.0 %

Transmission

The Authority's transmission system (including facilities leased from Cential) consists of approximately
2,462 miles of transmission lines of 44 kV and above and 89 substations.

Inteironnections

The Authority's transmission system is interconnected with other major electric utilities in the region. It
is directly interconnected with SCE&G at four locations with two additional interconnections under construction
in connection with the Virgil C. Summer Nuclear Station Unit No.1 (" Summer Nuclear Station"); with
CP&L at five locations; and with SCE&G, Duke Power Company (" Duke"), Georgia Power Company and
SEPA through a five-way interconnection at the SLPA Clark Hill hydroelectric plant on the Savannah River.
Through the ' regoing interconnections the Authority's system is interconnected with the regional transmission
system serving the southeastern area of the nation.

Reliability Agreement

The Authority is a party to the Virginia-Carolinas Reliability Agreement ("VACAR") which exists for |
the purpose of safeguarding the reliability of electric service of the parties thereto. Other parties to the VACAR
agreement are SCE&G. CP&L, Duke, SEPA, Yadkin, Inc. and Virginia Electric and Power Company.

Distribution

The Authority owns distribution facilities in three districts: the Afoncks Corner District serving St.
S' rhen, Afoncks Corner and Pinopolis; the Conway District serving the City of Conway, the Town of Loris
and part of the adjacent rural area; and the hiyrtle Beach District serving an area along the Atlantic coast
from the North Carolina border to Georgetown.

CAPITAL IMPROVEMENT PROGRA31-19791984
General

The Authority's capital improvement program for the fiscal years 1979-1984 consists of major power
supply facilities to be added to the Autnority's system and general improvements, including improvements to
present power supply facilities, extensi ns of and improvements to transmission facilities, improvements to
the Authority's distribution system and a new office and service complex at Afoncks Corner.

The capitalimprovement program includes five new major power supply facilities estimated to be placed
in commercial operation through the fiscal year ending Jane 30, 1984: the Authority's one-third share in the
Summer Nuclear Station, Winyah Units 3 and 4 and a third combustion turbine at Hilton Head, South
Carolina, all of which are now under construction, and Cross Unit 2 for which detailed site investigations are
underway and for which certain contracts have been awarded. Present forecasts of capability and load demand
indicate that the Authority's existing power supply resources and reserves (assumir,; extension of the SEPA
contract), plus the planned capability of such units available to the Authority, will be adequate to serve the
Authority's needs, including those created by Alumax, through 1984. See subcaption " Estimated Power Supply
Resources and Requirements". q
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The following table sets forth certain information with respect to tiie Authority's power supply resources

g estimated to be placed in commercial operation through the fiscal year ending June 30,1984. Construction
costs do not include the cost of related transmission facilities and coal fuel stockpiles, funded interest, reserves
o. financing costs.

Estimated
Power Supply Esimated Construction
Resource and Commercial Cost Estimated

Location Description Operation Date Per kW Construction Costs

Combustion Turbine 56 MW, oil-fueled May 1979 $179 $ 10,000,000
(Hilton Head, South combustion unit
Carolina)

Winyah Unit 3 280 MW, coal-fueled May 1980 $508 $142,230,000
(Georgetown, South steam e'ecdc unit
Carolina)

Sumraer Nuclear Station 900 MW, nuclear-fueled December 1980 $797 $239,163,000(1)
(near Columbia, South steam-electric unit
Carolina) (Authority's share is

one-third or 300
MW)

Winyah Unit 4 280 MW, coal-fueled May 1982 $522 $146,175,000
(Georgetown, South steam-electric unit
Carolina)

Cross Unit 2 (near Cross, 450 MW, coal-fueled May 1983 $793 $356,800,000
South Carolina)(2) steam-electric unit

(1) Authority's one-third share of Summer Nuclear Station costs, including nuclear fuel and other capitalized costs. See Ecck
Report, Appendix 1.

|
(2) Unit 2 is being constructed prior to any other unit at the Cross site so that better construction access is available when

other units at the site are constructed.

The following table sets forth the Authority's projected capability as of Jun? 30,1984 by energy source:

Projected
Additional

Capability To
Capability Become Available % of

Sources of Pcwer Suppy Avallable nrough 1984 Total Total

Hydro Generation 130 MW 130 MW 45%-

SEPA (Hydro) 105 - 105 3.7

Coal 1,050 1,010 MW(1) 2,060 71.8
Nuclear - 300(2) 300 10.4
Oil 220 56(3) 276 9.6

Total 1,505 MW 1,366 MW 2,871 MW 100.0 %

(1) Includes Winyah Units 3 and 4 (280 MW each) and the 450 MW Cross Unit 2.
(2) Authority's one-third share of Summer NucIcar Station.
(3) Additional combustion turbine at flitton Head, South Carolina.

Summer Nuclear Station

The Summer Nuclear Station, now under construvion, is located approximately 26 miles northwest
of Columbia, South Carolina, on the east bank of the broad River and adjacent to SCE&G's Fairfield
Pumped Storage Project, which will provide the cooling water requirements for the Summer Nuclear
Station. The Station will contain a Westinghouse Electric Corporation (" Westinghouse") pressurized water
reactor of the light water type as its nuclear steam supply system. Steam will be supplied to a turbine generator
havinr, a net output of approximately 900 MW under expected mnditions of operation.
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The Authority and SCE&G have entered into a joint ownership agreement dated October 18,1973 (the
" Summer Agreement"), providing that the Authority and SCE&G shall own the Summer Nuclear Station as g
tenants in common with undivided interests of 33% % (300 MW) fer the Authority and 66% % (600 MW)
for SCE&G. SCE&G, as agent for itself and the Authority, is solely responsible for the design, construction,
operation ano maintenance of the Summer NA Station and the Authority is obligated to pay its ownership
share of all costs relating thereto. The award of contracts for construction in excess of $600,000 and any change
which would increase a contract price by an amount in excess of $200,000 are subject to the approval of the
Authority. The Authority also has the right of approvir; operating and construction budgets.

SCE&G is proceeding with construction of the Summer Nuclear Station with commercial operation
presently scheduled for December 1980. The December 1980 date represents a delay of seven months from
the previously scheduled date for commercial operation of h1ay 1980. The delays have resulted pr,ncipally
because of problems in the delivery of materials and construction modifications primarily dt.e to changing
regulatory requirements. SCE&G's ability to meet the revised date for commercial operation will, in the
opinion of R. W. Beck and Associates, require a major emphasis on all future construction efforts and close
coordination with testing and start-up operations to avoid further slippages in the schedule. SCE&G reports
that as of December 31,1978 the engineering of the Summer Nuclear Station was approximately 89% complete
and construction was approximately 80% complete.

Various permits, licenses and authorizations are required for the construction and operation of the Summer
Nuclear Station. The Authority believes that such permits, licenses and authorizations will be granted.
Ilowever, there is no assurance that all requisite permits, licenses and authorizations will be obtained on a
timely basis. See caption " Regulatory Matters-Nuclear Af atters".

The Authority's ownership share of the total capital costs of the Summer Nuclear Station, exclusive of
funded interest, reserves and financing costs, is estimated to be $239,163,000. Of this amount, $214,765,000
is expceted to be provided from the proceeds of Expansion Bonds previously issued and investment earnings
therefrom and an additional $24,398,000 will be obtained from future financings.

|
In late March and early April 1979, events at the Three Mile Island Nuclear Unit No. 2 in Pennsylvania

resulted in reported damage to the plant and release of radioactivity to the surrounding environment. SCE&G
has reported that it cannot predict what impact, if any, these events will have upon the cost of, the scheduled
completion date for, the issuance of an operating license for, or the operation of, the Summer Nuclear Station,
but that it is possible that there may be delays in the issuance of the operating license or that changes in the
design of the Station might be required, either of which would probably increase the total cost of the Station,
c.nd that additional safety requirements could significantly increase the operating cost cf the Station.

SCE&G has not completed its financing arrangements for its share of the Summer Nuclear Station. SCE&G
is subject to the informational requirements of the Securities Exchange Act of 1934 and in accordance there-
with files reports and other information with the Securities and Exchange Commission. The Annual Report
on Form 10-K for the fiscal year ended December 31,1978 (the " Form 10-K") of SCE&G has been filed by
SCE&G with the Securities and Exchange Commission. The Form 10-K may assist the reader in assessing
SCE&G's ability to finance its construction program, including its ownership share of the Summer Nuclear
Station and the fuel cores therefor.

The Form 10-K and other annual and quarterly reports of SCE&G (including financial information) may
be inspected and copied at the public reference facilities maintained by the Commission at Room 6101,1100
L Street N.W., Washington, D. C. and at the Commission's regional oflices at 219 South Dearborn Street,
Chicago,111/, 26 Federal Plaza, New York, N. Y., and 10960 Wilshire Boulevard, Los Angeles, Calif., and
copies of such material can be obtained from the Public Reference Section of the Commission, 500 North
Capitol Street, Washington, D. C. 20549 at prescribed rates. SCE&G's Common Stock is listed on N New
York Stock Exchange, where reports and other information concerning SCE&G may also be inspected. SCE&G
will furnish without charge to each person to whom this Official Statement is delivered, upon written request,
a copy of the Form 10-K, excluding exhibits. Requests should be addressed to: Mr. Thomas hf. Groctzinger,
Vice President and Controller, South Carolina Electric & Gas Company,328 Main Street, Columbia, SC 29218. 4
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Neither the Authority nor the Underwriters make any representation as to the accuracy or completeness of such

g information, nor do they represent that there has been no material change in the information presented since the
respective dates as of which it is given.

For information concerning the fuel supply for the Summer Nuclear Station, see caption " Fuel Supply"

Winyah Generating Station-Unit 3

Winyah Unit 3, now under construction by the Authority, will consist of a coal-fueled steam-electric unit
of approximately 280 MW and associated transmission facilities. Winyah Unit 3 will be located at and become
an integral part of the Winyah Generating Station, which is Iccated approximately three miles southwest of
the City of Georgetown, South Carolina. The Authority has retained Burns and Roe, Inc. as design and con-
struction engineers for Winyah Unit 3 to prepare plans and specifications, to perform related services and
to manage construction of the project.

Winyah Unit 3 will be essentially a duplicate of Winyah Unit 2, with the exception of changes in the
cooling water and flue gas treatment systems. The Unit will include a single steam-turbine generating unit
having a net capability of approximately 280 MW; boiler; condenser; coal pulverizing, handling and starage
equipment and facilities; related electrical and mechanical equipment and a limestone scrubber.

The construction permit for Winyah Unit 3 has been received from the South Ca;olina Department of
Ilealth and Environmental Control. For information as to compliance of Winyah Unit 3 with environmental
laws and regulations and other permits and authorizations required for constcuction and cperation of Winyah
Unit 3, see caption " Regulatory Matters-Environmental Matters"

Site work for Winyah Unit 3 was initiated in September 1977. As of December 31,1978, the engineering
of Winyah Unit 3 was approximately 64"o complete and construction was approximately 25"c complete.
Initial operation of Winyah Unit 3 is scheduled for March 1980, and commercial operation is scheduled for
May 1980.

The total construction costs for Winyah Unit 3, exclusive of funded interest, reserves and financing costs,
are estimated by Burns and Roe, Inc. to be $142,230,000. These estimated total construction costs include
the costs of pollution control equipment considered adequate in the opinion of Burns and Roe, Inc., to
meet existing pollution codes and regulations. As of December 31,1978, the Authority had entered into 64
contracts totaling approximately $89,400,000, which represents approximately 63% of the total estimated
construction costs of the project.

In addition to the construction costs for Winyah Unit 3, the capital costs of Winyah Unit 3 include approxi-
mately $9,000,000 to finance transmission facilities necessary to deliver output from the Winyah Generating
Station to the Authority's existing transmission system and $4,000,000 to increase the coal stockpile at the
Station. The Authority and Burns and Roe, Inc. estimate the total capital costs of Winyah Unit 3 to be
$155,230,000, which is being provided from the proceeds of Expansion Bonds previously issued and the
investment earnings therefrom.

Winyah Generating Station-Unit 4

Winyah Unit 4, now under construction by the Authority, will consist of a coal-fueled steam-electric unit
of approximately 280 MW and associated transmission facilities. Winyah Unit 4 will be located at and
become an integral part of the Winyah Generating Station. The Authority has retained Durns and Roe, Inc.
as design and construction engineers for Winyah Unit 4 to prepare plans and specifications, to perform related
services and to manage construction of the project. The Burns and Roe Letter, describing Winyah Unit 4 in
more detail, is attached to this Ollicial Statement as Appendix Ill.

Winyah Unit 4 will be essentially a duplicate of Winyah Unit 3. The unit will include a single steam-
turbine generating unit having a net capability of approximately 280 MW; boiler; condenser; coal pulverizing,
handling and storage equipment and facilities; related electrical and mechanical equipment and a limestone

D scrubber.
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The construction permit for Winyah Unit 4 has been received from the South Carolina Department of
Health and Environmental Control. For information as to compliance of Winyah Unit 4 with environ-
mentallaws and regulations and other permits and authorizations required for construction and operation of
Winyah Unit 4, see caption " Regulatory hiatters-Environmental hiatters".

Site work fot Winyah Unit 4 was initiated in September 1978. As of December 31,1978, the engineering
of Winyah Unit 4 was approximately 32% complete and construction was approximately 1.5% complete.
Initial operation of Winyah Unit 4 is scheduled for December 1981, and commercial operation is scheduled
for hiay 1982.

The total construction costs for Winyah Unit 4, exclusive of funded interest, reserves and financing costs,
are estimated by Burns and Roe, Inc. to be $146,175,000. These estimated total construction costs include
the cost of pollution control equipment considered adequate, in the opinion of Burns and Roe, Inc., to
meet existing pollution codes and regulations. As of December 31, 1978, the Authority had entered
into 32 contracts totaling approximately $50,000,000, which represents approximately 34% of the total
estimated construction costs of the project.

In addition to the construction costs for Winyah Unit 4, the capital costs of Winyah Unit 4 include
approximately $9,000,000 to finance transmission facilities necessary to deliver output from the Winyah
Generating Station to the Authority's existing transmission system and $5,000,000 to increase the coal
stockpile at the Station. The Authority and Burns and Roe, Inc, estimate the total capital costs of Winyah
Unit 4 to be $160,175,000. The Authority has authorized the issuance of $200,000,000 of Expansion Bonds
to finance the capital costs of Winyah Unit 4, funded interest and reserves, of which $100,000,000 are part of
the 1979A Bonds.

Cross Site-Unit 2

The Authority has begun detailed site investigations and awarded certain long-lead time contracts for
Cross Unit 2 which will be located on the north side of the Authority's diversion canal as it enters Lake hioultrie
in Berkeley Couray, South Carolina. The site of Cross Unit 2 as presently envisioned will ultimately be expanded |
to include four units with a net station capacity of approximately 1800 h1W, subject to federal and state
regulatory approvals and the receipt of necessary licenses and permits. The first unit to be built at the
Cross site will be designated a: Unit 2 so that better construction access is available when the other units
are constructed. The Authority has retained Burns and Roe, Inc. as design and construction engineers for
Cross Unit 2 to prepare plans and specifications, to perform related services and to manage construction of
the project. Commercial oper:aion is scheduled for hiay 1983, subject to timely receipt of the necessary
licenses and permits and execution of an accelerated construction schedule.

The coal-fired unit will include a boiler; turbine-generator; condenser; coal pulverizing, handling and
storage equipment and facilities; an eleven mile rail spur; and related electrical and mechanical equipment and
a limestone scrubber. The circulating water system will be a closed loop utilizing a mechanical draft cooling
tower.

In July 1978, the Authority filed an application with the South Carolina Department of Health and
Environmental Control for a construction permit for Cross Unit 2. The Authority has been informed that the
application will be noticed for public comment in the near future. For information as to compliance of Cross
Unit 2 with environmental laws and regulations and other permits and authorizations required for construction
and operation of Cross Unit 2, see caption " Regulatory hiatters-Federal Energy Regulatory Commission and
Environmental hiatters"

The total construction costs for Cross Unit 2. exclusive of funded interest, reserves and financing costs,
are estimated by Burns and Roe, Inc. to be $356.800,000. These estimated construction costs include the
cost of pollution control equipment considered adequate, in the opinion of Burns and Roe, Inc., to meet
existing pollution codes and regulations. As of February 28,1979, the Authority had entered into five contracts
totaling approximately $61,281,000, which represents approximately 17% of the total estimated construction
costs of the project. The cancellation charges on such contraus could total approximately $3,855,000 by
July 1,1979 and increase thereaf ter.
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In addition to the construction costs for Cross Unit 2, the capital costs of Cross Unit 2 include approxi-

D mately $30,000,000 to finance transmission facilitics necessary to deliver output from the Unit to the
Authority's existing transmission system and $10,000,000 for the initial coal stockpile. The Authority and
Buras and Roe, Inc. estimate the total capital costs of Unit 2 to be $396,800,000, which will be obtained from
future financings.

General Improvements

The Authority's general improvement program for fiscal years 1979-1984 discussed below consists of the
addition of a combustion turbine at IIilton llead, South Carolina, extensions and improvements to the Author-
ity's esisting generating facilities, extensions and improvements to the Authority's transmission and distri-
bution systems and general plant planned for construction during the 1979-1981 period and major additions to
the transmission system planned for construction during the 1982-1984 period. The Authority estimates the
total capital costs of these improvements, exclusive of funded interest, reserves and financing costs, to be approx-
imately $196,948,000. These improvements are described below.

The Authority is installing a 56 MW oil-fueled unit at its combustion turbine site in liilton IIcad, South
Carolina, to provide additional power supply and strengthen the transmission of power and energy to the
Ililton liead area. The Authority has retained General Electric Company to engineer and install the unit. The
construction permi; for the combustion turbine has been received from the South Carolina Department of
IIcalth and Environmental Control. Initial operation of the unit is scheduled for April 1979, and commercial
operation is scheduled for May 1979. The total capital costs of the combustion turbine are estimated by the
Authority to be approximately $10,000,000.

The Authority plans to make extensions and improvements to its transmission system, in addition to trans-
mission facilities included in the capital costs of new generating units under construction or planned, estimated
to cost approximately $133,221,000. Included in this amount are the costs of two 230 kV lines to transmit the
Authority's share of the power from the Summer Nuclear Station to the Authority's system, one 230 kV line
between the Authority's Winyah and Jefferies Generating Stations, two 230 kV lines between the Jefferies
Generating Station and the Authority's Carnes Crossroad Substation from which service to Alumax will be
provided and certa:n trar.smission facilities to upgrade the transmission system and interconnect the Cross
site with the Authority's present and future power supply resources.

The balance of the Authority's general improvement program consists of improvements to existing gen-
erating facilities estimated to cost $6,161,000; extensions and improvements to the Authority's distribution
system to serve existing and new customers, estimated to cost approximately $24,268,000; improvements to
the Authority's general plant, estimated to cost approximately $14,124,000; the acquisition of 154 coal cars
which have been purchased at a cost of $5,174,000; and future generating station site studies and acquisitions
estimated to cost approximately $4,000,000. See subcaption " Future Power Supply Program" Included in
improvements to general plant is a new ollice and service complex, including a seven story general office build-
ing, central warehouse complex, central garage and general maintenance building, to be built on a 75-acre
tract in Moncks Corner.

The Authority plans to finance the cost of its general improvement program through the proceeds of
Expansion Bonds previously issued, part cf the proceeds of the 1979A Bonds, future financings and revenues
from the Authority's system.

Future Power Supply Program

The Authority's long range power supply program ccatemplates the development of three additional gen-
erating units of 450 MW cach adjacent to Cross Unit 2. The Authority is also evaluating additional h cations
for selection as sites for future generating stations.
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Estimated Financing Requirements for Capital Improiement Program

The following table sets forth estimated financing requirements for the Authority's capital improvement
program during fiscal years 1979-1984 after giving effect to the issuance of the 1979A Bonds. Only projects
scheduled for commercial operation by the end of fiscal year 1984 are included. As stated elsewhere in this
Official Statement, the Authority has begun initial planning for generating units with commercial operation dates
subsequent to fiscal par 1984, and it is expected that a portion of the costs of these additional projects will w
expended during the periods shown and will be financed with the proceeds of additional Expansion Bonds.

s' cal Year F deds To Be In i
sc heduled Incurred Interest 1stimared

Ie f walYear naIt19s t. Requ e. Issuance s en atpe
Require)Date 19's 19'9 1980 i9u rnen i mpenses Tot al Inoued funds

(Dollars ia Millions)
Summer Nuclear Station 12/80 $ 157.9 $ 37.8 $ 30.8 5 12.7 520.0 $ 64.8 $ 324.0 $284.6 $- $ 39.4
Winyah Unit 3 5/F0 12.1 107.6 35.5 - 10.7 20.1 186.0 186.0 - -

Winyah Unit 4 5/82 - 7.7 29.2 123.3 13.4 26.4 200.0 100.0 - 100.0

Cross Unit 2 . 5/83 - 8.7 39.2 348.9 34.3 76.9 508.0 - - 508.0
General Improsements. - - 44.8 52.8 99.3 4.1 2.4 203.4 24.0 118.4 61.0

$ 170.0 $206.6 $187.5 5584.2 582.5 $ 190.6 51,421.4 5594.6 5118.4 5708.4

With respect to the financing needs described above, it has been the Authority's policy to pursue an
orderly process of entry into the bond market and, consequently, the amount of additional Expansion Bonds
which will be issued during each subsequent fiscal year may not correspond to the budgeted capital requirements
for such year, in addition, the Authority is pursuing various short and medium term financing arrangements to
increase its flexibility with respect to entry into tne long-term bond market.

Estimated Power Supply Resources an i Requirements

The followin; table sets forth the Authority's projected energy requirements, excluding sales to SCE&G
and CP&L, for the fisd yr 5'i9-1984.

Fiscal Year Ending June 30

1979 1980 1981 1982 1983 1984

Energy Sales
Wholesale (l) ?,092GWh 3,40lGWh 3,728GWh 4.209GWh 4,696GWh 5,239GWh

Military and Large
Industrial 1,888 1,971 2,065 4,260 4,366 4,478

Residential, Commercial,
Small Industrial and
Other 1,005 1,092 1,182 1,316 1,448 1,595

Total Sales 5,985 6,464 6,975 9,785 10,510 11,312

Losses and Wheeled for
SEPA 530 585 600 703 747 791

Total Energy
Requirements 6,515GWh 7,049GWh 7.575GWh 10,488GWh II,257GWh 12,103GWh

(1) Includes Central.
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'Ite following table prepared by R. W. Beck and Associates sets forth the Authority's projected power

g supply resources and requirements for the calendar years 1979-1984:

Projected Resources and Requirements-1979-1984 (h1W)

1979 1980 1981 198I 1983 1984

Resources:
Generating Capability

Existing (1) 1,400 1,400 1,400 1,400 1,400 1,400

Under Construction (2) 56(3) 336(4) 636(5) 916(6) 916 916
Planned (2) - - - - 450(7) 450

Total Generating Capacity 1,456 1,736 2,036 2,316 2,766 2,766

Firm Purchases-SEPA(8) . 105 105 105(8) 105(8) 105(8) 105(8)

Total Resources (9) 1,561 1,841 2,141 2,421 2,871 2,871(10)

Maximum Annual Demand
(August) 1,364 1,474(11) 1,861(11) 2,013(11) 2,177(11) 2,361(11)

Resources Available for Reserves 197 367 280 408 694 510
Purchased Reserves 50 50 50 50 50 50

Tetal Purchased Resen>es and
Resources Available for
Resenes 247 417 330 458 744 560

Percent of Maximum Annual
Demand 18 % 28 % 18 % 23 % 34 % 24 %

Planned Resenes at 20% (12) - 252 274 351 382 414 451
Surplus (Deficiency) to Meet

g Planned Reserves (5) 143 (21) 76 330 109

(1) See caption '''Ihe Authority-Power Supply",
(2) Unit capabilities are shown in the first calendar year during which units under construction or planned will be available to

meet the summer peak demand, which normally occurs in August.
(3) Represents additional turbine at Hilton licad.
(4) Increase represents Winyah Unit 3.
(5) Increase represents Authority's one-third share of Summer Nuclear Station. Summer Nuclear Station is presently

scheduled for commercial operation in December 1980 however, the first calendar year during which its capability will
be available at the time of the Authority's annual system peak demand will be 1981.

(6) Increase represents Winyah Unit 4.
(7) Represents Cross Unit 2.
(8) Assumes SEPA po""r equal to that provided under the present contract will continue to be available after June 30,1981.

See caption "The Authority-Power Supply",
(9) Amounts shown assume all units will't available for service at the designated capability during the time of the annual

system peak demand.
(10) Does not include capability from the St. Stephen flydroelectric Plant which is scheduled for completien in December

1984, which is after the Authority's 1984 annual peak demand.
(11) Pursuant to the terms of the Alumax contract, as amended, prior to November I,1981, the Authority is not obligated to

provide to Alumax capacity in excess of 270 htW which will supply approximately one and one-half potlines. Projected
maximum annual demands shown in 1981 and thereafter include approximately 250 htW of demand associated with
Alumax. See caption "The Authority-hfunicipal, hiilitary and Large Industrial Contracts"<

(12) For planning purposes, the Authority utilizes the criteria of reserves equal to 20% of ancual system peak demand less
firm purchases.
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PROJECTED OPERATING RESULTS

R. W. Beck and Associates have made a projection of the operations of the Authority for the fiscal years, |
ending June 30,1979 through 1984 based upon analyses of historical operations and trends and the Authority's
adopted budget, and taking into account factors known to them and factors which can, in their opinion,
reasonably be expected to occur. A summary of these projected operating results is shown in the Beck Report
Appendix I, and in condensed form herein.

The major considerations and assumptions utilized by R. W. Beck and Associates in preparing their
estimate of the projected revenues and expenses are summarized as follows:

1. Projected revenues from customers, other than Central, have been based: (i) for power
deliveries through April 1979, on rates presently in effect; (ii) for power deliveries during the period
May 1979 through April 1981, on rates adopted by the Authority to become effective hiay 1979; (iii)
for power deliveries during the period May 1981 through April 1982, on rates adopted by the Authority
to become effective May 1981; and (iv) for the period commencing with power deliveries in May 1982
and continuing thereafter throagh the term of projections, on rates to be hereafter adopted to implement
the rate program adopted by the Authority to become effective May 1982, including in each ,;ase the
fuel adjustment provisions of such rates. Revernes from sales to commercial and large customers, othen
than Central, reflect the terms of the Authority's contracts with such customers.

2. Revenues to be derived from Central have been projected on the basis of the present contract
terms including adjustments computed in accordance with the contract and, during the period to January 1,
1979, an interim agreement which provided for a 1.8 mill per kilowatt-hour surcharge. Upon completion
of Summer Nuclear Station, a substantial amount of energy produced by the Authority will be from nuclear
fuel, the cost of which is projected to be less than the cost of fossil (coal and oil) fuel. The Authority has
previously advised Central that it intends to reconsider the fuel adjustment clause in its contract with
Central when nuclear pcwer generation is commenced by the Authority and that coacurrent thexwith,
changes will be negotiated in the rate and fuel clause provisions of the contract which will be fair and {
equitable to both parties. It is not possible to predict at this time what changes may be made in the
Central contract when Su: amer Nuclear Station is completed in December 1980. The projections of
revenues and expenses assume that Central will continue to purchase its power supply requirements from
the Authority as provided under the present contract.

3. Projections of revenues and power supply expenses assume that Alumax will require and utilize
power supply from the Authority of approximately 246 MW beginning in July 1981 for the first potline
and the first half of a second potline with a build-up of loads commencing in April 1981. These dates are
based on the approximate maximum allowable delay for that portion of the load for which initial notice
had been received as of the date of the Beck Report. If Alumax gives notice to proceed with additional
potlines or portions thereof as provided in the Alumax contract or if the operation datet of any or all
potlines change from those stated above, the projected revenue and expenses for the fiscal years beginning
as early as 1982 and thereafter could change significantly.

4. Generation by the Jetieries Hydroelectric Generating Station and the Wilson Dam Generating
Station has been projected at 619 million kWh annually through fiscal year 1984.

5. Purchases and wheeling of power from SEPA have been projected on the basis of the existing
SEPA contract and reflect the average energy available for wheeling and direct use of the Authority's
system of approximately 300 million kWh annually of which approximately 198 millien kWh are wheeled
for Central and municipal customers.

6. The cost of fossil fuels has been projected sing as the base the Authority's budget estimate for
fiscal years ending June 30,1979,1980 and 1981 and escalated at the rate of seven-tenths of one percent
per month throughout the remaining portion of the projection.

7. Upon advice of the Authority, they have assumed that no sales of surplus energy would be made
to SCE&G or CP&L.
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8. Power costs are predicated in part on the availability of the following generation resources to be

B owned and operated in their entirety by the Authority; (i) 56 h1W-additional turbine at Ililton licad in
May 1979; (ii) 280 MW-Winyah Unit 3 in May 1980; (iii) 300 MW-Summer Nuclear Station in
December 1980; (iv) 280 MW-Winyah Unit 4 in May 1982; and (v) 450 MW-Cross Unit 2 in May 1983.

9. The Authority has or will obtain all licenses and permits required for all generation and trans-
mission facilities on a schedule commensurate with construction needs.

10. SCE&G will obtain all licet as and permits necessary for and Summer Nuc! car Station will com-
mence commercial operation in Decuber 1980 as presently scheduled by SCE&G. Summer Nuclear
Station is projected to operate at an average monthly plant factor of 60% during the first two years of
operation and an 80% monthly plant factor for subsequent years with two-month refueling periods. ( An
80% monthly plant factor, with annual refueling period of two months, is equivalent to approximately a
67% annual plant factor.)

11. Nuclear fuel costs for Summer Nuclear Station are estimated on the basis that the 82% of the
initial fuel core uranium already delivered will be at costs provided in the Westinghouse contract. All
reload fuel uranium will be purchued on the open market at costs based on current price levels of
approximately $44 per pound escalated at 5% per year.

12. The total amount of Expansion Bonds required to be issued to pay the costs of Summer Nuclear
Station was estimated based upon the Authority purchasing its ownership share of the initial nuclear fuel
rmaer the terms and at the costs set forth in the Westinghouse contract, with the exception of the approxi-
mately 18?c of the initial core uranium concentrates purchased by SCE&G on the spot market.

13. Their projection of power supply assumes that the Authority and SEPA will execute a new
contract containing terms and conditions, includ:ng the power allocated to the Authority, which will be
substantially the same as the present contract as to which SEPA has served notice of termination effective
June 30,1981. Based upon such assumption, the existing power supply resources, the additional combus-
tion turbine at Hilton licad, Winyah Unit 3, Summer Nuclear Station, Winyah Unit 4 and the planned
Cross Unit 2 should be adequate for the period shown to meet the Authority's projected power require-
ments, including the provisions for reserves. The existing power supply resources and those under con-
struction and planned may not be adequate in the 1981 peak load period if SEPA does not enter into a
new contract with the Authority.

14. Operation and maintenance expenses, exclusive of fuel, have been based on the Authority's
fiscal year ending June 30,1979 budget and increased each year thereafter to reflect increased expenses
required for projected growth and escalation based on inflation rates and other conditions prevailing in
the present economy.

15. Debt service on the 1979A Bonds is based on an interest rate of 7% % per annum with interest
funded to Novernber 1,1982 with respect to amounts allocable to Winyah Unit 4.

16. Based an an assumed interest rate of 7% % per annum with interest funded to November 1,1982,
the Consulting Engineer estimated that $104,000,000 of Expansion Bonds would be required to finance
Winyah Unit 4. (Based on actual interest rates on the 1979A Bonds. such financing requirements are
calculated to be $100,000,000.) Debt service on the $39,400,000 of Expansion Bonds authorized but
unissued for Summer Nuclear Station has been assumed at an interest rate of 7% % with interest funded
to June 1,1981 on such Bonds and the Expansion Bonds previously issued for the Summer Nuclear
Station; debt service on $30,000,000 and $31,000,000 of Expansion Bonds not yet authorized for the
Authority's general improvement program has been astumed at an interest rate of 6% % with interest
funded to July 1,1980 and January 1,1982, respectively; and debt service on the $508,000,000 of
Expansion Bonds not yet authorized for Cross Unit 2 has been assumed at an interest rate of 6% % with
interest funded to November 1,1983.
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In the table below, figures from Exhibit C, captioned " Projected Operating Results", contained in
the Beck Report have been summarized.

Fiscal Year Ending June 30(1)

1979 1980 1981 1982 1983 1984

(Dollars in Thousands)

Operating Revenues $146,205 $181,456 $200,298 $309,092 $373,278 $428,257
Other Income 3,421 3,489 5,430 6,717 7,745 10,077..

Total $149,626 $184,945 $205,728 $315,809 $381,023 $438,334
Operating Expense (except for de-

preciation and lease accruals) 114,787 136,982 142,633 210,073 245,395 286,332

Revenues Available for Debt Serv-
ice, Lease Payments and Other
Purposes $ 34,839 $ 47,963 $ 63,095 $105,736 $135,628 $152,002

Debt Service:
Priority Obligations $ 4,319 $ 4,322 $ 4,319 $ 4,322 $ 4,319 $ 4,473
Expansion Bonds - Author-

ized(2) 15,040 17,113 28,915 51,510 62,766 68,255
Expansion Bonds-(Unauthor-

ired)(3) - - 2,025 3,301 4,583 29,383

Total Debt Service. $ 19,359 $ 21,435 $ 35,259 $ 59,133 $ 71,668 $102,111
Lease Pa;ments 4,410 5,235 5,523 5,549 5,549 5,546
Other Obligations 92 89 86 83 80 77

Total Debt Service,
Lease Payments
and Other
Obligations $ 23,861 $ 26,759 5 40,868 $ 64 765 $ 77,297 $107,734

Coverage:
Priority Obligations 8.07 11.10 14.61 24.46 31.40 33.98
Total Debt Service 1.80 2.24 1.79 1.79 1.89 1.49

Debt Service, Lease Payments,
and Other Obligations 1.46 1.79 1.54 1.63 !.75 1.41

(I) See footnotes in Exhibit C to the Beck Report, Appendis I.
(2) Includes estimated debt service, at an assumed interest rate of 7%%, on the 1979A Bonds and $143,400,000 of

additional Espansion Bonds assumed to be issued for Summer Nuclear Station und kinyah No. 4 and excludes portion of
interest which has been or is to be funded.

(3) Includes estimated debt service, at an assumed annual interest rate of 6M G, on additional Expar.sion Bonds expected
to be authorized and issued: 561,000,000 for general improvements and $508.000,000 for the planned Cross Unit 2.
Excludes portion of interest which is to be funded.

FUEL SUPPLY

The availability of fossil fuels (coal and oil) used by the Authority and the prices at which such fuels can
be purchased by the Authority are subject to various factors which affect the availability and the price of
fuels in the domestic and world markets and to actions by governmental authorities with respect to fuels,
ucluding mandatory federal allocation programs for oil and regulations with respect to mining.

During the 12 months ended December 31,1978, the Authority's energy supply was derived approxi;aately
83.3% from coal-fueled generation, 0.6% from oil-fueled generation, 9.6% from the Authority's hydro
facilities and 6.5 % from purchases from SEPA, SCE&G and CP&L.

The following table indicates the percentages of energy to be produced by the various fossil fuels and
non-fossil sources expected to be available to the Authority through the fiscal year ending June 30,1984:
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Fiscal Year
Ending June 30 Oil Coal Nuclear Ilydro Other(1)

1979 1.7 % 83.4 % - 9.5 % 5.4 %
1980 2.0 84.1 - 8.8 5.1
1981 - 74.5 12.5 % 8.2 4.8
1982 1.1 74.9 14.6 5.9 3.5
1983 .2 78.6 12.4 5.5 3.3
1984 - 79.1 12.6 5.1 3.2

(1) SEPA hydro, assuming power equal to that provided under present contract will continue to be available in fiscal year 1982
and thereafter, and purchases from SCEAG. For information concerning a pe'antial reduction in supply of energy from
SEPA in such year, see caption "The Authority-Power Supnly'',

Coal

The Authority receives bituminous coal for its Grainger, Jefferies and Winyah Generating Stations under
long-term contracts with four mining companies. One contran, expiring December 31, 1979, provides for
deliveries of 1,200,000 tons per year; a second contract, expiring December 31, 1983, 350,000 tons per
year; and a third contract, expiring December 31, 1987, 500,000 tons per year. These three contracts
provide for the delivery of coal in unit train shipments. A fourth. contract, expiring upon the earlier of Sep-
tember 30,1998, or the exhaustion of reserves of the coal properties leased by the supplier (which is estimated
to occur after 1998), provides for deliveries of 420,000 tons per year and contains provisions to increase
tonnage in order to supply Winyah Unit 3. The Authority will receive bids later this year on a new contract
to replace the tonnage received under the contract expiring December 31,1979. The Authority expects that
a supply of coal for Winyah Unit No. 4 will be available from present suppliers under options for additional
tonnage pursuant to one or more of its existing contracts or from other stip;Aicrs which have offered to supply
coal to the Authcrity on a long-term basis. The Authority expects to execute a contract prior to the commercial
operation date of Winyah Unit 4.

All contract coal is mined in Eastern Kentucky from surface and underground mining operations.
Prices under the various coal contracts are subject to up or down adjustments based on production costs
and prevailing market conditions.

As of February 28, 1979, the Authority had on hand coal sufficient to satisfy its requirements for
approximately 53 days of projected operation.

The actual coal tonnages required during the fiscal years ended June 30,1977 and 1978 and the estimated
amounts required for fiscal years ending June 30, 1979 through 1984 and amounts under contract, are as
follows:

Fiscal Year Tons Under
Ended June 30 Tons Required Contract (1)

1977 1,801,500 -

1978 2,363,788 -

1979 2,441,456 2,470,000
1980 2,659,126 1,870,000
1981 2,465,313 1,270,000
1982 3,459,756 1,270,000
1983 3,895,832 1,270,000
1984 4,406,476 1,095,000

(1) Does not include additional tonnage available under contract expanMon options.

Air quality squirements for emissions from the Authority's generating units limit the maximum sulfur
content of coal used by the Authority. Such requirements range from a limit of 1.1% in the case of Unit 2 at

D the Winyah Generating Station to 2.1% in the case of Units 3 and 4 at the Jefferies Generating Station and the
Grainger Generating Station. The sulfur content of coal received under existing contracts ranges from approxi-

.
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mately 1% to 1.9%. The Authority does not anticipate difficulty in obtaining an adequate coal supply with
sulfur content within acceptable ranges to meet foreseeable needs. g

%s
Should the need arise, the Authority has the flexibility to transfer unit train deliveries between the Jefferies

and Winyah Generating Stations, as well as receiving less than unit train deliveries at either of these two
stations. The Authority has purchased 154 coal cars to insure their availability.

The average cost of coal purchased by the Authority during the four fiscal years ended June 30,1978 and
during the 12 months ended December 31,1978, including the cost of rail freight, was as follows:

Average Average Cost
Period Cost per Ton per Million Btu

Fiscal year
ended June 30:

1975 $31.41 $ 1.349

1976 25.85 1.102

1977 25.99 1.124

1978 31.80 1.384

12 months
ended December 31,1978 34.55 1.481

The Federal Surface Mining Control and Reclamation Act of 1977 contains, among other things, pro-
visions relating to permits, reclamation and elimination of adverse environmental effects of coal mining by
surface methods. The Authority believes that as a result of the Act and the rules promulgated thereunder,
which also affect underground mining, there will be increases in the cost of coal to the Authority which will
be recovered through its fuel adjustment clause.

Under the Summer Agreement SCE&G acts for itself and as agent fo{r the Authority in the construction
Nn:Icar

and operation of the Summer Nuclear Station including the acquisition and management of nuclear fuel.

In order to fuel and operate a nuclear generating station, six distinct stages of the fuel cycle are involved:
(1) the mining and milling of uranium ore to yield uranium concentrates, (2) the conversion ot uranium
concentrates to uranium hexafluoride, (3) the enrichment of the uranium hexafluoride, (4) the conversion of
the uranium hexafluoride to uranium dioxide and the fabrication of fuel assemblies into which the uranium
dioxide is incorporated, (5) the utilization of the nuclear fuel in the generating station reactor and (6) the
reprocessing of the spent fuel including the appropriate disposition of radioactive wastes, or, alternatively, the
ntended storage of the spent fuel.

At the present time, SCE&G has under contract with Westinghouse the requirements for uranium con-
centrates, conversion services and faWication services to meet the Summer Nuclear Station requirements for
the initial core loading (three regions) and the eight reload regions, of which one reload region is required
approximately cvery year. Under anticipated operating conditions such contract is sufficient to cover a period
of approximately ten years. It will be necessary for SCE&G to enter into future contracts to cover the difference
between its total requirements and those covered by its present contract. SCE&G has also contracted with the
United States Department of Energy (" DOE"), formerly the Energy Research and Development Administra-
tion, for supplying the necessary enrichment services through the year 2002, which is adequate for operation
through the year 2004. SCE&G currently has no commitments for reprocessing nuclear fuel as there are no
reprocessing facilities presently operating commercially or planned in the United States. The presently known
alternative to reprocessing is extended storage of the spent fuel. Facilities are being incorporated in Summer
Nuclear Station for on-site storage of 13 reload regions of fuel which is expected to be adequate for approx-
imt..ely ten years of operation. In addition. there will be sufficient on-site storage capacity to permit storage
of the entire reactor core in the event complete unloading should become desirable for any reason. SCE&G q
presently has no arrangements for off-site storage of spent nuclear fuel.
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The following table summarizes the SCE&7s contract commitments for the stages of nuclear fuel

g assemblies:

Operatica
Commitment Contractor _Regiom Years Estimated

Uranium Concentrate Westinghouse 1-11 1980-1909
Conversion Westinghouse 1-11 1980--1989
Enrichment DOE * Through 2002
Fabrication Westinghouse 1-11 1980-1989
Reprocessing None None None

* Requirements contract.

In September 1975, Westinghouse notified SCF&G that Unde .sent and anticipated market conditions,
Westinghouse finds itself unable to obtain sufficient uranium to meet . . custom.er needs ex. cept at such onerous
prices that performance on Westinghouse's part would be commercially impracticable".* In October 1975,
SCE&G commenced an action against Westinghouse in the U. S. District Court for the District of South
Carolina seeking specific performance of the uranium supply provisions of the contract nad damages for its
breach. Such action was consolidated with other similar actions by other utility ;ompanies against Westing-
house and transferred to the U. S. District Court for the Eastern District of Virginia. In October 1978, the
United States District Court for the Easte n District of Virginia ruled that Westinghouse had breached its
contract to supply uranium for the Surar Nuclear Stadon and recommended that SCE&G and other
utilities with similar contracts ettempt to negotiate a settbnent of the damages with Westinghouse. The trial
on damages,if necessary, is scheduled to commence in late May 1979.

In February 1976, without prejudice to the position of any of the parties as to their ultimate
obligations, Westinghouse consented to an order of the U. S. District Court for the Eastern District of
Virginia requiring it to deliver quanti!Ns of uranium concentrates at the contract price equal to its inven-

g tories of uranium concentrates then on hand and on order to the e> mnt received. Under the consent order,
SCE&G has received for the Summer Nuclear Station approximately 731,000 pounds af uranium concentrates
from Westinghouse, which is approximately 18% of the original Westinghouse commitment to SCE&G
(estimated at approximately 4,100,000 pounds) and approximately 82% of the first ccre fuel requirements.
The 731,000 pounds of uranium concentrate acquired from Westinghouse pursuant to the order was
obtained at a contract price of approximately $13.60 per pound, including conversion. Suflicient quantities of
uranium concentrates to meet the remaining requirements of the initial core were purchased on the open market
with prices averaging approximately $40 per pound. The fabrication of the 157 fuel assemblies comprising the
initial fuel core has been completed, and all of such assemblies are pr:sently in storage at the Summer
Nuclear Station'.

It is not possible at this time to estimate the amount of damages occasioned by Westinghouse's actions
because the contract calls for performance by Westinghouse over a period of years. SCE&G is continuing dis-
cussions with Westinghouse and also with other suppliers for the purpose of obta:ning an adequate supply of
uranium and minimizing any damages or costs resulting from the actions of Westinghouse.

REGULATORY MNITERS

Federal Energy Regulatory Commission

The Department of Energy Organization Act created the DOE within the Executive Branch to coordinate
and administer national energy policies and programs. The Act, among other things, established within the
DOE the Federal Energy Regulatory Commission ("FERC"), to which were transferred, efTective October 1,
1977, certain of the functions of the Federal Power Commission ("FPC").

The Authority operates its Jefferies Hydroelectric Generating Station and certain other property under

D License No.199 S.C. of the FPC granted pursuant to the Federal Power Act. This license expired on April 1,
1976.
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The Authority made application to the FPC for a new license for its Jefferies Hydroelectric Generatir.g
Station in accordance with FPC regulations. Pursuant to Section 15 of the Federal Power Act, the Authority g
is entitled to continue operating the Station under the terms of its existing license until such time as the FERC
issues a new license. Petitions to intervene in the relicensing proceeding have been filed by several environ-
mental groups and individuals who have asked that any new license be issued with certain restrictive conditions
relating to dredging activities in the project reservoirs and with respect to the recreational leasing practices of
the Authxity. All of those interventions have been granted. The Authority has submitted settlement proposals
to the FERC which would resolve all substantive issues in the proceeding, except for the issues raised by Airco,
Inc. ("Airco") described below. The FERC has stated that it will not act on the proposal until safety questions
involving dams and dikes on Lakes hiarion and hioultrie are resolved.

In hiay 1972, Airco, an industrial customer of the Authority, entered into a negotiated power contract
specifying the terms and conditions of the rate and a fuel adjustment clause applicable to its electrical usage
through December 31,1976. In hiay 1975, Airco filed a petition with the FPC seeking permission to intervene
in the relicensing proceeding. In its petition, Airco alleged that the Authority's rates are unreasonable, discrim-
inatory and unjust because they contain a fuel clause which makes no adjustment for the portion of the power
purchased from the Authority which is generated by water power, and asked that any new license issued to the
Authority be conditioned upon restitution to Airco of all fuel costs wrongiy charged, with a further condition
that the Authority shall not apply to sales of hydro generated electric energy charges reflecting the cost of fossil
iuel generation.

In February 1976, an order was issued by the FPC permitting Airco to intervene in the pending pro-
ceeding. The FPC found that the questions raised by the petition of whether South Carolina law provides
the regulation and control by a state agency contemplated by Section 19 of the Federal Power Act, and
whether municipal licensees are exempt from any rate and service jurisdiction of the FPC, present substatial
factual and legal issues which warrant fuller consideration and which may appropriately be considered at
hearings on the Authority's application for relicense. The FPC specifically indicated that it was expressing
no opinion at this time on the merits of these questions. In June 1978, Airco withdrew from the proceeding,
but the FERC has not yet approved such withdrawal.

Section 19 of the Federal Power Act provides, in pertinent part, that the FERC may exercise jurisdiction
over the rates of a licensee where a state has not empowered an agency within the state to regulate such
rates. Section 20 of the Federal Power Act provides that the rates of licensees for the sale of power in
interstate commerce shall be just and reasonable and that the FERC may exercise jurisdiction over the rates
and/or the security issuances of a licensee where the state has not empcwered an agency within the state
to exercise such jurisdiction.

The Authority contends that it is exempt fro;a the jurisdiction of the FERC with regard to its rates and
securities issuances. Debevoise & Liberman, Washington, D.C., legal advisors to the Authority in the relicens-
ing proceeding, and the Authority's general counsel, are of the opinion that the Authority's legal position is
correct, but they are unable to predict what the FERC's decision might be or when that decision will be forth-
coming. In their opinion, should the FERC ultimately be found to have jurisdiction over the rates of the
Authority, the rates allowed by the FERC would have to be consistent with the standards of the Federal Power
Act relating to just and reasonable rates and with applicable court decisions. It is also their opinion that the
jurisdiction of the FERC would terminate as soon as the State of South Carolina provides an agency having
regulation and control over the Authority's rates.

The Authority is required to obtain the approval of the FERC for the construction of its planned
generating station near Cross, South Carolina since such station will be located on preperties included within
License No.199 and since it will be necessary to draw make-up water from project v aters. The FERC is
preparing an environmentalimpact statement which is a condition of such approval.

Environmental Matters

Both federal and state authorities have imposed various environmental control requirements relating pri- g
marily to airborne pollution and the discharge of pol'utants, including heat, into waters in the vicinity of the
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Authority's generating stations. Standards related to environmental suitability are subject to change, and litiga-

D
tion by emironmental groups and others may affect the construction of facilities or their operation. The
Authority endeavors to insure that its facilities comply with applicable environmental regulations and standards;
however, no assurance can be given that necessary authorizations and permits will be received, or that
standards as to environmental suitability will not be changed in a manner to affect adversely the Authority
or its operations. The Authority cannot now estimate the precise effect of existing and potential regulations
and legislation upon any of its existing and proposed facilities and operations, nor the impact of additional
costs which may be incurred in effecting compliance with potential regulations and legislation.

Air Quality. Pursuant to the Federal Clean Air Act of 1970, as amended (the " Air Act"), the Environ-
mental Protection Agency (" EPA") promulgated primary and secondary ambient air quality standards with
respect to certain air pollutants including particulates, sulfur oxides and nitroct"i oxides. In keeping with these
regulations, the South Carolina Department of Health and Environmental Control ("DHEC") adopted state
implementation plans generally designed to achieve the primary and secondary ambient air quality standards,
which plans have been approved by EPA.

Permits have been received and are in effect for the Grainger Generating Station Units 1 and 2, Jefferies
Generating Station Units 1,2 and 3 and Winyah Unit 1. DHEC has notified the Authority that Unit 4 of the
Jefferies Generating Station must be brought into compliance with particulate emission standards by July 1,
1979. The Authority is presently modifying its electrostatic precipitators at Unit 4 in order to comply with
such standards, and such modificathos are presently scheduled to be completed in June 1979.

Winyah Unit 2 is being operated in compliance with standards for particulate emissions. Tests for com-
pliance with sulfur dioxide and nitrogen ox?de emissions are now being conducted. Emission control
equipment has been designed and is expected to be adequate to meet applicable standards when utilized with
coal supplies of the type presently under contract.

The EPA has also issued regulations, effective January 1,1975, under authority of Section 301(a) of the
Air Act providing regulatory mechanisms for the prevention of significant deterioration of air quality ("PSD").

D DilEC has adopted regulations to incorporate the EPA's maximum allowable increases in ambient ground level
concentrations with respect to PSD. As imended, these rules and regulations provide that no construction
permit will be issued for certain new or modified sources, including fossil fuel steam-:lectric plants, if emis-
sions of particulates or sulfur dioxide from such a source, or a ccmbination of such sources, will cause the
allowable increases in ambient ground level concentration to exceed certain limits. In order to allow the con-
struction of new sources, the EPA in December 1976 issued an interpretive ruling which permits the construction
of new sources equipped with the "best available control technology" in exchange for a reduction of emissions
from existing sources.

In August 1977, the Clean Air Act Amendments of 1977 (the "1977 Air Act Amendments"), which are
comprehensive in nature, were enacted. The 1977 Air Act Amendments, most of the provisions of which are
applicable to plants on which construction commences after the promulgation of proposed standards, mandate
the use of the "best technological system of continuous emission reduction" and preclude the use of untreated
low sulfur coal as a sole means of compliance. The 1977 Air Act Amendments also affect the siting of new
plants as well as the type of pollution controls which would be required for such new plants and provide for
penalties for noncompliance after a certain date.

The EPA ruled that provisions of the 1977 Air Act Amendments, requiring application of the "best
available control technology", would not be enforced until new regulations were proposed in March 1978.
The Authority's PSD application to construct Winyah Units 3 and 4 was submitted to DHEC in June 1977
and received preliminary approval on August 3,1977. In February 1978, the final construction permits for
these units were issued, subject to certain conditions. In order to meet one of the conditions of the permit for
Winyah Unit 3, the Authority is required to reduce the sulfur content of the coal for Unit 1 to 1.37c. To operate
L.it 4, the Authority would be required to modify the flue gas desulfurization equipment presently installed
on Unit 2. The cost of this modification is estimated by Burns and Roe, Inc., construction engineer for Unit 2,

D
to be approximately $500,000. The Authority does not anticipate any difficulties in meeting the conditions
of the permits.
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In litigation to which the Authority is not a ; arty, the suspension of certain requirements under the 1977
Air Act Amendments by the EPA has been challenged, as has the validity of construction permits issued
during the suspension. If the Authority's construction permits for Winyah Units 3 and 4 were cancelled, the
Authority would have to comply with regulations by the EPA, and the requirement that the Authority utilize
the "best available control technology" at these units would be applicable. Compliance with the regulations
and application of the "best avaab control technology" could increase the construction costs of the units,
adversely affect their operating expenses and result in delays in the completion of construction.

PSD applications submitted after August 8,1978, are required to include monitoring results collected at the
source for one full year prior to the permit application so as to establish the required new baseline data. Under
certain circumstances, the 1977 Air Act Amendments and regulations adopted thereimder could prevent con-
struction of additional generating units in some areas. In Ju!y 1978, the Authority died an application with
DHEC for a construction permit for Cross Unit 2. The Authority has been informed that the application will
be noticed for public comment in the near future.

The 1977 Air Act Amendments require the EPA to promulgate revised new source performance standards
for sulfur dioxide, particulates and nitrogen oxides. The revised standards which would have a prospective
effect must include not only an emission limitation but must also require the achievement of u percentage
reduction from the emissions which would otherwise result from combustion of non-treated fuels. The EPA
has proposed revised standards for comment.

Water Quality. The Federal Water Pollution Control Act, as amended (the " Water Act"), provides for
the imposition of emuent limitations to regulate discharges of pollutants, including heat. The Water
Act provides, with respect to existing plants, that there be achieved by July 1,1977 emuent limitations
which require application of the "best practicable control technology currently available." The Water
Act provides for three categories of pollutants and staged pollution control for each category. For pol-
lutants designated as " toxic pollutants" in the Water Act, emuent limitations at leut as stringent as "best
available technology economically achievable " must be promulgated by July 1,1980 (th provision for compli-
ance no later than July 1,1984 and, with respect to any pollutants subsequently added to such list by EPA, (
compliance no later than three years after efIluent limitations for such polhitants are established. Should EPA
itself promulgate effluent limitations for " toxic pollutants," compliance must be achieved within one year, unless
technologically not feasible, in which case compliance must be achieved within three years of such promulga-
tion. For pollutants designated as "ct nventional pollutants" in the Water Act, effluent limitations previously
set for "best available control technology economically achievable" will be reviewed and compliance with "best
conventional pollutant control technology" must be achieved by July 1,1984. For all other pollutants, "best
available control technology economically achievable" must be achieved by the later of July 1,1984 or three
years after the promulgation of the effluent limitations but in no event later than July 1,1987 unless waivers
meeting statutary criteria are obtained. For sources of pollutant discharges which are not under construction
at the time regulations are proposed ("new sources"), the Water Act requires effluent limitations which require
application of the "best available demonstrated control technology" The Water Act further provides for efIlu-
ent limitations which require that the location, design and construction of cooling water intake structures, with
respect to both existing and new sources, reflect the "best technology avai!able for minimizing adverse environ-
mental impact."

EPA has delegated to the State of South Carolina responsibility for processing applications and issuing
National Pollutant Discharge Elimination System (" NPDES") permits under the Water Act. DHEC has issued
permits, expiring in 1981, for all the Authority's existing generating stations. Terms and conditions of the
permits require certain abbreviated environmental studies of the cooling water intakes and monitoring of
specified discharges at various locations for each generating station. At one generating station, a thermal
discharge model study was required, the results of which study have been approved by DHEC. Environmental
sttidies of the cooling water intakes at each generating station have been completed and submitted to DHEC
for review. No major changes are ar.ticipated to be required under the present permits.

In November 1975, EPA promulgated regulations pursuant to the Water Act which would require, among
other things, assessments and allocations of the discharge of pollutants, including thermal discharges, which (
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could affect permits issued under the Water Act. An appeal of the regulations is now pending. The Authority

D is unable to predict the effect of the regulations except that they could result in higher capital and operating
costs and could restrict sites available for future expansion of the Authority 3 generating facilities.

NPDES permits and certain other water quality permits will be required for the operation of Winyah
Units 3 and 4 and Cross Unit 2. The Authority has applied to DHEC for NPDES permits for Winyah Units
3 and 4, and intends to apply for a NPDES permit for Cross Unit 2 later in 1979. The Authority does not
anticipate any difficulties in obtaining such permits.

Nuclear Matters

The Summer Nuclear Station is subject to regulation by the Nuclear Regulatory Commission ("NRC"),
a successor to the Atomic Energy Commission ("AEC"). The construction permit for the Summer Nuclear
Station was issued by the AEC in 1973. In December 1976, an application for an operating license for the
Summer Nuclear Station was filed with the NRC. In February 1978, the NRC granted the pention of a party
living near the site of the Summer Nuclear Station to intervene in the licensing proceeding.

In December 1978, Central petitioned the NRC to make a finding of significant change in the activities cf
the Authority and SCE&G, the licensees, and to refer the matter to the Attorney General of the United States for
an antitrust review and his advice as to any conditions rdating to the antitrust laws that should be placed in the
operating license for the Summer Nuclear Station. The petition as amended alleges that the licensc:s agreed
to restrict competition between themselves in the sale of electric power, that Centralis almost entirely dependent
upon the Authority for bulk power supply, and that the Authority's dual rates to Central unfairly restrict
Central's constituent members from competing with the Authority for large power loads. The Authority and
SCE&G have opposed such petition. While the ultimate relief sought by Central in its petition is not clear,
the NRC has no direct jurisdiction over the Authority's rates, and Central's petition states that " Central
notes that it is dependent on the Authority for almost all of its power supply and would suffer serious
injury if there were to be any delay in granting an operating license for said Summer unit." The Authority

D and SCE&G do not believe, even if the petition were granted, that any such antitrust review would result in
delay b issuance of the operating license. In March 1979 the staff of the NRC filed a response to Central's
amended .-tition concluding that the NRC should deny such petition.1

In July 1976, the United States Court of Appeals for the District of Columbia announced decisions in
two cases, to v hich neither SCE&G nor the Authority was a party, concerning the scope of NRC environ-
mental review c f nuclear plants. In one decision the Court held that the NRC must give further consideration
in all cases to the environmental impact of the reprocessing of spent fuel and the disposal of radioactive waste
material. In October 1976, the NRC initiated rulemaking proceedings to evaluate further the environmental
impact of reprocessing and waste disposal, and in March 1977 the NRC adopted an interim rule relatmg to
the environmental impact of fuel reprocessing and waste disposal and stated that all operating licenses and
construction permits previously issued would remain in efTect. The NRC has continued to issue permits and
licenses pending completion of the final rule and subject to the condition that any project licensed be in
compliance with such final rule. In the other decision the Court held that the NRC must consider energy
conservation as an alternate to the construction of nuclear plants in licensing proceedings where energy
conservation (in addition to alternative means of generating power) is raised as an issue. The NRC has not
initiated a rulemaking proceeding with respect to energy conservation matters. The United States Supreme
Court has reversed and remanded beth Court of Appeals decisions. No prediction can be made as to whether
the reopened rule making proceeding will delay the issuance of an operating license for the Summer Nuclear
Station, which is presently scheduled to load fuel in mid 1980.

SCE&G and the Authority are required to obtain liability insurance and a United States Government
indemnity agreement for the Summer Nuclear Station prior to the time the NRC operating license is issued
to insure against their maximum liability under the Price Anderson Act (currently $560,000,000) for any
public claims arising from a nuclear incident. Commencing August 1,1977, the United States Government's
indemnity responsibilities began to b: phased out and replaced by a mandatory industry-wide program of

D
self-insurance, under which each licensee of a nuclear power plant became obligated, in the event of a
nuclear incident involving any commercial nuclear facility in the country, to pay a deferred premium of up
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to $5,000,000 per incident, up to a maximum of $10.000,000 per year in the event of more than one incident.
The $560,000,000 limitation vill increase as assessments available under the self-insurance program exceed
that amount, due to an increase in the number of units subject to such assessmems. After the Summer Nuclear
Station becomes subject to the deferred premium system, the Authority will be liable for one-third of each
deferred premium assessed with respect to the Station.

Department of Energy

The Public Utility Regulatory Policies Act of 1978 requires, among other things, that each electric
utility having annual retail sales in excess of 500 million kWh, including the Authority, determine, after a
public hearing held prior to November 9,1981, whether adoption of various retail rate design standards
(such as time of day, seasonal and interruptible rates, rates based on cost of nrvice, the prohibition of
certain declining block rates and various load management techniques) will conserve energy supplied by such
utility, promote eflicient use of such utility's resources and provide equitable rates to such utility's retail
customers. The Act provides that the Secretary of the DOE, any affected electric utility, or any affected retail
customer of such utility may intervene in any ratemaking or similar proceeding in order to initiate and partici-
pate in the consideration of such standards.

The Powerplant and Industrial Fuel Use Act of 1978, among other things, places restrictions on the
use of petroleum and natural gas as a fuel in certain electric powerplants. With respect to certain existing
powerplants, which are fueled by oil, including Units I and 2 of the Jefferies Generating Station and the
Authority's existing combustion turbines, the Economic Regulatory Administration (" ERA") of the DOE
may prohibit the use of oil as a primary energy source if the ERA finds that such powerplant has or had
the technical capability to use coal or an alternate fuel as a primary energy source and could have such
capability without substantial physical modification or substantial reduction in its rated capacity, and that it
is financially feasible to use coal or an alternate fuel. With respect to certain new powerplants, which may
include the Authority's additional combustion turbine being installed at Hilton Head, South Carolina, the Act
prohibits the fueling of such plants with oil, and the construction of such plants without the capability to use
coal, without an exemption from the ERA. The Act provides for the exemption of peakload powerplants and,
if the additional cot. custion turbine at Hilton Head is determined to be a new powerplant, the Authority plans
to request such an exemption from the ERA. Under normal conditions the Authority generates less than two
percent of its power supply from oil.

CERTAIN PROVISIONS OF Tile INDENTURE AND RESOLUTION

The following statements are summaries of certain provisions of the Indenture and Resolution and are
subject to the detailed provisions thereof. See also caption " Security for Expansion Bonds-Pledge of
Revenues, Reser Account Requirement and Rate Covenant". Terms used under this caption which are
defined in the Inuenture and Resolution are used herein as so defined.

Funds and Accounts
Revemie Fund: The Revenue Fund shall be held in trust and administered by the Indenture Trustee so

long as any of the Priority Obligations are outstanding and thereafter shall be held in trust and administered
by the Authority. The Authority covenants and agrees in the Indenture that it will pay into the Revenue Fund,
as promptly as practicable after receipt thereof, all of the revenues of the System.

Order of Payments from Revem4e Fund: Under the Indenture moneys shall be disbursed by tiie Indenture
Trustee from the Revenue Fund to other funds and accounts of the Authority, cretted by the Indenture, or
permitted by the Indenture and created by the Resolution, in the following order:

1. Operating Fund: To pay monthly to the Authority for its Operating Fund an amount sufficient
to cover operating and maintenance costs for 30 days. However, no nioneys shall be so paid for Lease
Payments.

2. Interest Fund: To pay monthly to the Interest Fund a proportionate amount of the next due
interest payment on the Priority Obligations.
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3. Boni Fund: To pay monthly to the Bond Fund a proportionate amount of the next due pay-

g ment for the principal and sinking fund installments on the Priority Obligations.

4. Debt Service Reserve Fund: To pay to the Debt Service Reserve Fund for the Priority Obliga-
tions amounts sufficient to maintain that Fund at the required level equal to debt service on the Priority
Obligations for the next 24 months.

5. Expansion Bond Fund: To pay monthly to the Expansion Bond Fund Trustee, proportionate
amounts of the next due interest, principal and sinking fund installments on the Expansion Bonds, for
deposit appropriately in the interest Account, Principal Account, and Bond Retirement Account. In the
event that a deficiency should occur in the Reserve Account, payments into such account to restore such
deficiency over a period of 60 months would be required. See caption " Security for Expansion Bonds-
Reserve Account Requirement".

6. Lease Fund: To pay monthly to the Authority for deposit in the Lease Fund a proportionate
amount of the next due Lease Payments.

7. Contingency Fund: Whenever a deficiency occurs in the Contingency Fund, whereby there is
in such fund less than the required amount of $1,152,000, payments into such fund are required to be
made to restore such deficiency over a period of 60 months.

8. Capitalimprovement Fund: To pay into the Capital Improvement Fund amounts approved by
the Authority. Under the Indenture no minimum amount is required to be so paid. Under the Resolution
an annual Minimum Capital improvement Rcquiremerit is established. The requirement is sa amount
which, together with the mounts deposited in the Capital Improvement Fund in the two immediately
preceding fiscal years, is at least equal to 8% of the gross revenues (Operating Revenues and Other
Income) derived from the ownership and operation of the Authority's System in the three immediately
preceding fiscal years; provided that, after the 1973 Bonds and 1974 Bonds are no longer outstanding,
the requirement is an amount which, together with the amounts deposited in the Capital Improvement
Fund in the two immediately preceding fiscal years, is at least equal to 12"o of the gross revenues (Oper-

g
ating Revenues and Other Income) of the Authority after deducting therefrom " fuel" expense (including
" nuclear fuel expense") and the energy related component of " purchased power" expense, determined
in accordance with the Uniform System of Acccunts nrescribed for Public Utilities and Licensees of the
Federal Power Commission in effect on January 1,1977, derived from the ownership and operation of
the Authority's System in the three immediately preceding fiscal years.

9. Special Reserve f.nd: The Indenture provides that on January 15 and July 15 of each year,
after meeting all the regi .rements of the funds and accounts previously mentioned, any moneys remaining
in the Revenue Fund, accumulated prior to the preceding January I and July 1, shall be divided by the
Indenture Trustee into two pcrts. One half shall be paid by the Ind.ature Trustee o the Treasurer of
the State of South Carolina for the general funds of the State, and the remainder sh di be paid into the
Special Reserve Fund, and become available for any lawful purpose of the Authori /, as the Authority
may determine.

Effect of the Resolution

Under the Resolution, after all Priority Obligations have been retired, or provision has been made
therefor, the Expansion Bonds will become gross revenue bonds. Moneys shall then be disbursed by the
Authority from the Revenue Fund in the following order:

1. Expansion Bond Fund: To pay me.thly to the Expansion Bond Fund Trustee, proportionate
amounts of the next due interest, principal and sinking fund installments on the Expansion Bonds, for
deposit appropriately in the interest Account, Principal Account and Bond Retirement Account. In the
event that a deficiency should occur in the Reserve Account, payments into such account to restore such
deficiency over a period of 60 months would be required.

2. Lease Fund: To pay monthly to the Lease Fund a proportionate amount of the next due Lease
D Payments.
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3. Operating Expenses: To pay expenses of operation and maintenance.

4. CapitalImprovement Fund: To pay during each fiscal year into the Capital Improvement Fund j
amounts at least equal to the Mnimum Capital Improvement Requirement.

Any moneys remaining in the Revenue Fund after making the foregoing payments would then be available
for any lawful purpose of the Authority, including the making of payments to the State of South Carolina.

Investment of Funds

Funds established by the Indenture, other than the Operating Fund, the Interest Fund and the Bond
Fund, may be invested, but only in securities constituting direct obligations of, or unconditionally guaranteed
as to principal and interest by, the United States of America. Income received from the investment of such
moneys is to be deposited by the Indenture Trustee in the Revenue Fund.

The Resolution defines " Government Obligations" as direct obligations of, or obligations the principal
of and interest on which are unconditionally guaranteed by, the United States of America and " Investment
Securities" as (1) Government Obligations, (2) obligations of any agency or corporation which is or may
hereafter be created by an Act of the Congress of the United States as an agency or instrumentality thereof,
(3) Public Housing Bonds or Project Notes fully secured by contracts with the United States of America and
(4) obligations to the payment of the principal of and interest on which the full faith and credit of the State
of South Carolina is pledged.

Moneys in the Construction Fund may be invested in Investment Securities and in certificates of deposit
issued by any bank, trust company or noional banking association in South Carolina which has capital stock
and surplus of at least $4,000,000 m in any other State which has capital stock and surplus of at least
$50,000,000.

Moneys in the Interest Account, Principal Account and Bond Retirement Account in the Expansion
Bond Fund and in the Lease Fund may be invested in Government Obligations. Amounts in the Interest
Account representing funded interest on the 1979A Bonds may be invested in Investment Securities. Moneys
in the Reserve Account in the Expar sion Bond Fund may be invested in Investment Securities.

After all Priority Obligations have been retired, or provision has been made therefor, moneys in the
Revenue Fund and in the Capital Improvement Fund may be invested in Government Obligations and
Investment Securities, respectively.

Investments of any fund or account shall mature at the times required to provide moneys to make the
payments required to be made from said fund or account, except that investments of the Reserve Account in
the Expansion Bond Fund must mature within seven years from the date of making the investment.

Additional Expansion Bonds

1. Additional Expansion Bonds may be issued under the Resolution and their terms shall be established
by a Series Resolution.

2. If such additional Expansion Bonds are being issued to acquire or construct a Power Plant, the
amount to be authorized shall be not less than the amount of the estimated cost of the Power Plant, including
capitalized interest, Reserve Account provision and expenses of issuance after deducting estimated investment
earnings and any amount being provided for by moneys other than bond proceeds. Such authorized amount
may be issued at one time or from time to time.

3. However, in case of issuance from time to time, debt service computations (involved in determining
compliance with the carnings test provision of the Resolution respecting additional Expansion Bonds) shall re-
late to the total authorized amount, with equal annual combined principal and interest payments, computed at
the average interest rate on the Expansion Bonds then being issued, beginning the second July 1 following the
then estimated date of commercial operation of the Power Plant and continuing until the final maturity date of
such Expansion Bonds theretofore issued or then being issued. Also, in case of issuance from time to time, after
the first of such authorized Expansion Bonds have been imed in compliance with the earnings test provision
of the Resolution, second and subsequent installments of the authorized Expansion Bonds may be issue /.
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provided that the construction Engineer shall file with the Expansion Bond Fund Trustee a certificate tha

g in his opimon the costs of construction of the Power Plant have not increased so as to require an increase in
the amount of Expansion Bonds authorized for the Power Plant. If the costs of construction have increased,
the Authority must increase the amount of the authorized issue accorSogly and must again comply with the
earnings test provision of the Resolution.

4. If the Authority proposes to issue Expansion Bonds for a second project while a Power Plant partially
financed is still under construction, the Construction Engineer for such Power Plant shall certify that the costs
of construction of such Power Plant have not increased. If such costs have increased, the amount of Expansion
Bonds authorized for such Power Plant shall be increased accordingly unless the investment of the proceeds
of the Expansion Bonds or Revenues of the Authority will be available to meet such deficiency, and the
Authority must, in complying with the earnings test provision of the Resolution, reflect such increased amocnt
of Expansion Bonds.

5. Additional Expansion Bonds may be issued provided that (a) there is no default in any of the
provisions of the Indenture or Resolution: (b) the amount in the Reserve Account in the Expansion Bc,ad
Fund is, or will be upon issuance of such Expansion Bonds, equal to the Reserve Account Requirement; and
(c) except in the case of the second or subsequent installments of authorized Expansion Bonds as set forth
above, a certificate of the Consulting Engineer is filed with the Expansion Bond Fund Trustee evidencing
compliance with the earnings test provision of the Resolution. Such earnings test provision is contained in
Ar91e II (Section 2.6) of the Resolution and is briefly summarized below.

6. Net Revenues (being the Operating Revenues and Other Income less expenses of operation and
maintenance, except Lease Payments and depreciation) in each succeeding fiscal year to and including (a)
the fiscal year which is the third succeeding fiscal year after the date of sale of the additional Expansion Bonds
or (b) the fiscal year which is the first fiscal year after the date, or estimated date, of comn cicial operation
of any Power Plant to pay the costs of construction of which additional Expansion Bonds have been or are
then being issued or are then authorized to be issued, whichever is later, shall be at least equal to the sum of
(i) the amount required in such fiscal year to provide for the payment of the principal of and interest on the
Priority Obligations, the Expansion Bonds then outstanding, and the additional Expansion Bonds then being
issued; (ii) the amount estimated to be required in such fiscal year to provide for the payment of the principal
of and interest on additional Expansion Bonds which have been authorized but not yet issued; (iii) the amount
required in such fiscal year for payment into the Lease Fund; and (iv) an amount equal to 89c of the gross
revenues (Operating Revenue and Other Income) in such fiscal year. In computing interest requirements,
amounts funded or authorized to be funded shall be omitted.

7. Net Revenues for each fiscal year covered by the earnings test shall be Net Revenues for the Base
Period adjusted by the Consulting Engineer as provided in the Resolution and summarized below. The Base
Period shall be tweh e consecutive months out of the preceding eighteen months.

8. The Consulting Engineer shall adjust the Net Revenues for the Base Period by any or all of tb
following conditions and requirements as may be appropriate to the circumstances:

(a) Acquisition of operating electric utility properties;

(b) Changes in rates including any which are to go into efTect not less than 12 months pr:or to (i)
the estimated Date of Commercial Operation of the new Power Plant or (ii) the date to wlach interest
on the additional Expansion Bonds then being issued is capitalized, whichever occurs earlier;

(c) New or amended power sales contracts with customers;
,

(d) Investment income on increased amounts to be held in the Reserve Account in the Expansion
Bond Fund by reason of the issuance of additional Expansion Bonds;

(e) Increases or decreases in power production expenses in case water conditions during the Base

g Period resulted in output of the Authority's hydroelectric generating facilities being more or less than
the average of the preceding twenty years;
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(f) Estimated revisions of salary and wage rates and fuel, equipment and supply prices and rate
escalation provisions of power sales contracts;

{
(g) Power sales contracts with other electric utilities for the sale by the Authority of surplus power

and energy and power purchases from other electric utilities to supph. ment the Authority's generating
capability; and

(h) Increases in sales to customers at rates of increase determined after a study of the rates of
increase for the preceding ten fiscal years and other factors which the Consulting Engineer may deem
pertinent and increases in cost associated with the increase in sales and the installation of additional
facilities.

Amer.dments of the Resolution
Effected by Supplemental Resolutions

By a supplemental resolution, adopted Fet.uary 16, 1977, the Authority has amended the foregoing
provisions of the Resolution respecting additional Expansion Bonds, to take effect at such time as the 1773
Bonds and the 1974 Bonds are no longer outstanding, so that subclause (iv) of clause (b) of paragraph 6
shall read:

"(iv) an amount equal to 12% of the gross revenues (Operating Revenues and Other Income)
after deducting therefrom ' fuel' expense (including ' nuclear fuel expense') and the energy related com-
ponent of ' purchased power' expense determined in accordance with the Uniform System of Accounts
prescribed for Public Utilities and Licensees of the Federal Power Commission in effect on January 1,
1977, in such fiscal years."

By a supplemental resolution, adopted August 31,1977, the Authority has amended the foregoing pro-
visions of the Resolution respecting additional Expansion Bonds, to take effect at such time as the 1973 Bonds,
the 1974 Bonds and the 1977 Refunding Bonds are no longer outstanding, so that clause (b) of paragraph
8 shall reaO

|
"(b) Changes in the rates of the Authority which have been adopted by the Authority and are then

in e3ect or will be in effect in a fiscal year to which his certificate pertains."

Separate System

Under the Resolution, after the Priority Obligations have been retired, the Authority may create a
sepaiate utility system for the purpose of financing facilities for the generation of electric power and energy
or for the transmission thereof at voltages of 230 kV or more, by the issuance of bonds or other evidences of
indebtedness, other than Expansion Bonds, which shall be payable solely from the revenues or other income
derived from the ownership and operation of such separate utility system. In the event that the Authority
should purchase, for use in the System, power and energy produced or transmitted by such separate utility
system, payments therefor would be payable only after required payments have been made to the Expansion
Bond Fund and the Lease Fund.

Junior Lien Obliptions

Nothing in the Resolutica shall prevent the Authority from issuing bonds, notes, bond anticipation notes,
warrants, certificates or other evidences of indebtedness the payment of which shall be made from the pro-
ceeds of Expansion Bonds or other indebtedness of the Authority or from revenues, and if payable from
revenues shall be made junior and subordinate to the payment of the Expansion Bonds. The Authority may
create special funds to provide for the payment of such obligations, payments to which shall be made after
payments to the Expansion Bond Fund, and may, at the Authority's option, be made prior to or after payments
into the Lease Fund.

Engineering Reports and Audits

The Indenture requires that, no less frequently than once in each period of three years, the Authority q
and the Indenture Trustee shall each appoint an Independent Engineer who together shall select a third

38
7 7,

lLd/ L,L



Independent Engineer, the three to constitute a " Board of Engineers", who shall review the books and records
of the Authority, inspect the properties and report its findings and recommendations. Under the Resolution,

D after the Priority Obligations have been retired, the Consulting Engineer will perform such function.

The Resolution requires that, whenever the Authority has determined to issue additional Expansion Bonds
in connection with the acquisition and construction of a Power Plant, it shall engage a Construction Engineer,
with experience in the design and construction of power plants and estimating the cost thereof, to design and
superi construction and to prepare the cost estimates and quarterly progress reports required by the Reso-
lution. For the Summer Nuclear Station, Gilbert Associates, Inc. is performing the design services, Daniel
Construction Company is providing construction services and SCE&G is providing overall management and
preparing the cost estimates. Burns & Roe, Inc. has been appointed Construction Engineer for Winyah Units
3 and 4 and Cross Unit 2. The Resolution also requires the Authority to employ a Consulting Engineer, with
experience in analyzing the operation of electric utility systems, forecasting loads and revenues, preparing
rate analyses and preparing feasibility reports respecting the financing of electric systems, to prepare any
certificate which is required by the Resolution in connection with additional Emansion Bonds, sales of
prcperty or any other matters.

The Resolution requires quarterly financial reports and an annual full audit and report to be made by
a certified or chartered Accountant. The Resolution also requires, during the period of construction of any
Power Plant, a quarterly progress report. Any such report shall be furnished to any Bondholder who has
furnished his name and address for such purpose.

Insurance

The Indenture and the Resolution require the Authority to insure such of its various properties as are
usually insured by utilities owning like properties in similar amounts and coverages, with insurance companies,
and to carry liability insurance in reasonable amounts.

g Sale, Lease or Other Disposition of Properties

The Authority may sell, lease or otherwise dispose of the System if simultaneously thtrewith provision
is made for the tetirement of all outstanding Priority Obligations and Expansion Bonds. The Authority may
sell, lease or otherwise dispose of any part of the System if the Consulting Engineer shall certify to the Authority
tht, after taking into consideration the use by the Authority of the proceeds of such sale, lease or other
esposition, the estimated Revenues to be derived from the remaining properties of the System will be sufli-
cient to enable the Authority to comply with all the covenants and conditions of the Resolution. The Autharity
may sell, lease or otherwise dispose of surplus lands, crops, timber, stumpage, buildings and any portion of
the wor? , plant and facilities which shall become unserviceable, inadequate, obsolete, worn out or unfit to
be used in tF ,peration of the System or no longer necessary, material to or useful for such operation.

Events of Default and Remedies under the Resolution

So long as any Priority Obligations are outstanding, the rights and remedies upon an Event of Default
provided by the Resolution may only be exercised by the holders of the Expansion Bonds and the Bond Fund
Trustee to the extent that the exercise of such right or remedy will not impair the rights of the holders of the
Priority Obligations. Events of Default under the Indenture and the remedies of the holders of the Priority
Obligations and the Indenture Trustee are summarized below under the subcaption " Events of Default and
Remedies under the Indenture". An Event of Default under the Resolution may occur which is not an Event
of Default under the Indenture and vice versa.

Under the Resolution, the happening of one or more of the following events constitutes an Event of
Default: (i) default in the performance of any obligation with respect to payments into the Revenue Fund;
(ii) default in the payment of the principal of or default for 30 day: in the payment of interest or sinking
fund installments on any Expansion Bonds; (iii) default for 90 days in the observance and performance of
any other of the covenants, conditions and agreements of the Authority in the Resolution; (iv) the sale or

P conveyance of any properties constituting part of the System except as permitted by the Resolution or the
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failure to use its best efforts te maintain, the voluntary forfeiture or the lapsing or termination by r. Nt or
default of, any license, francMse, permit or other privilege necessary or desirable in the operat o of the
System; and (v) certain en " connection with the bankruptcy, insolvency or reorganization of the
Authority.

In case an Event of Default has occurred which has not been cured, the Bond Fund Trustee is required
to exercise such of the rights and powers vested in it by the Resolution and use the same degree of care and
skill in the exercise thereof as a prudent man woul1 :xercise or use under the circumstances in the conduct
of his own affairs.

If an Event of Default has occurred, and shall not t ve been remedied, the Bond Fund Trustee or the
holders of not less than 25% in principal amount of une Expansion Bonds then outstanding may declare the
principal of all Expansion Bonds and the interest accrued thereon to be immediately due and payable, but
such declaration may be rescinded under certain circumstances.

After the occurrence of an Event of Default and prior to the curing of suG Event of Default, the Bond
Fund Trustee may, to the extent permitted by law, but only if the Priority Obligations are no longer out-
standing, take possession and control of the System and operate and main'ain the same, prescribe rates for
capability or power sold or supplied through the facilities of the System, c)llect the gross revenues resulting
from such operation and perform all of the agreements and covenants comcined in any contract which the
Authority is tnen obligated to perform. Such gross revenues, subject to the rights of the holders of the Priority
Obligations, shall be applied first to the payment of the reasonable expenses and liabilities of the Bond Fund
Trustee and thereafter to the payment of operating expenses and principal of and interest on the Expansion
Bonds. After all sums then due in respect of the Expansion Bonds have been paid, and after all Events of
Default have been cured or secured, to the satisfaction of the Bond Fund Trustee, the Bond Fund Trustee is
required to relinquish possession and control of the System to the Authority. At any such time the Bond
Fund Trustee shall be entitled to the appointment of a receiver of the business and property of the System,
of the moneys, securities and funds of the Authority pledged under the Resolution, and of the Revenues, and
of tl.e income therefrom, with all such powers as the court or courts making such appointment shall confer.

The Resolution empowers the Bond Fund Trustee to file proofs of claims for the benefit of the holders
of the Expansion Bonds in bankruptcy, insolvency, or reorganization proceedings and to institute suit for
the collection of sums due and unpaid in connection with the Expansion Bonds, to enforce specific performance
of covenants contained in the Resolution or to obtain injunctive or other appropriate relief for the protection
of the holders of the Expansion Bonds.

No holder of Expansion Bonds has any right to institute suit to enforce any provision of the Resolution
or the execution of any trust thereunder (except to enforce the payment of principal or interest installments
as they mature), unless the Bond Fund Trustee has been requested by the holders of not less than 25% in
principal amount nf the Expansion Bonds then outstanding to exercise the powe.' r nted it by the Resolution
;r to institute st'.:h suit and unless the Bond Fund Trustee has refused or la within 60 days after the
receipt of such requen and after having been offered adequate security and inde.. ity, to comply with such
request. In the event the Bomi Fund Trustee has failed or refused to comply w4h the afwesaid request, the
Resolution provides for the creation of a " Bondholders' Committee"

The enforceability of rights under the Resolution may be subject to judicial discretion and to valid bank-
ruptcy, insolvency, reorganization, moratorium and other laws for the relief of debtors.

Events of Default and Remedies Under the Indenture
Under the Indenture, the happening of one or more of the following events shall constitute an Event of

Default: (i) default in the payment of the principal of any Priority Obligation when the amount shall become
due and payable whether by the terms thereof, by call for redemption or by declaration; (ii) default in the
payment of any installment of interest on any Priority Obligation when the same shall become due and
payable, and such default shall continue for 30 days; (iiii default for 60 days in the payment or setting aside
of any amounts required to be paid to or set aside in, or m the performance of any other obligation contained
in the Indenture in respect of the Revenue Fund, the Interest Fund, the Bond Fund, the Debt Service Reserve
Fund, the Contingency Fund, the Capital Improvement Fund or the Special Reserve Fund which is required
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by tle terms of the Indenture to be made; (iv) any improper payments by the Authority out of any of the
fundr mentioned in (iii) above, unless reimbursed or corrected within 30 days after written notice of such

D default from the Trustee, which notice shall be given upon the request of the holders of not less than 10%
of the outstanding Priority Obligations; (v) the sale, transfer, asignment or conveyance of the System or
any portion thereof, necessary or desirable in the use and operation nucot, odmise than as permitted by
the Indenture or the allowance of any of its fwnchises, casements, or other rights, necesscry in the operation
of such properties to lapse or to be forfeited; (vi) the lapse of forfeiture of any license, ptrmit or franchise
of the Authority necessary in the operation of such properties; (vii) certain events in concection with the
bankruptcy, insolvency or reorganization of the Authority; and (viii) default by the Authority in the oSserv-
ance of any other covenant, condition or agreement of the Authority under the Indenture ccntinuing for a
period of 60 days after written notice of such default to the Authority from the Trustee, wh'ch notice shall
be given upon rc tuest of the holders of not less than 5% of the Priority Obligations.

The remedies available to the Indenture Trustee and the holders of the Priority Obligations under the
Indenture include remedies substantially identical to the remedies of the Bond Fund Trustee and the holders
of the Expansion Bonds summarized herein under the subcaption " Events of Default and Remedies under the
Resolution", except that the Indenture only provides for the appointment of a receiver and does not provide
for the Indenture Trustee to take possession of the System.

Sfodifications of the Resolution

Modifications of the Resolution and of the rights and duties of the Authority and the holders of Expan-
sion Bonds may be made with the consent of the Authority and written consent of the holders of not less
than 66% % in principal amount of the Expansion Bonds at the time outstanding; provided that no modifica-
tion shall be made which will (i) permit the creation of a lien on the Revenues pledged under the Resolution
superior or prior to or on a parity with the lien of such Bonds (except to the extent provided in respect to the
issuance of additional Expansion Bonds or Priority Obligations to refund outstanding Priority Obligations) or
which will give any preferr ce to any such B mds over any other such Bonds or (ii) extend the fixed maturity

h date for the payment of any Expansion Bond, or reduce the principal amount of or interest rate on any such
Bond or reduce any premium payable upon redemption or advance the date upon which any Expansion Bond
may first be called for redemption; or (iii) reduce the percentage of Expansion Bonds the holders of which are
required to consent to any amendment to 'he Resolution; or (iv) give any Expansion Bond or Bonds any
preference over. any other Expansion Bond or Bonds or reduce the paymenu required to be made to the
Expansion Bond Fund, without the consent of the holders of all the Expansion Bonds affected thereby.

Defeasance

The obligations of the Authority under the Resolution sha'l be fully discharged and satisfied as to any
Expansion Bond and such Expansion Bond shall no longer be deemed to be outstanding thereunder when
payment of the principal of and the applicable redemption premium, if any, on such Bond plus interest to
the due date thereof (a) shall have been made or caused to be made in ac:ordance with the terms thereof,
or (b) shall have been provided by irrevocably depositing with the Bond Fund Trustee or the Paying Agents
therefor in trust solely for such payment (i) moneys sufficient to make such payments or (ii) Permitted
Investments (as hereinafter defined) maturing as to principal and interest in such amounts and at such times
as willinsure the availability of sufficient moneys to make such payment, and, except for the purposes of such
payment, such Expansion Bond shall no longer be secured by or entitled to the benefits of the Resolution;
provided that, with respect to Expansion Bonds which by their terms may be redeemed or otherwise prepaid
prior to the stated maturities thereof but are not then redeemable, no deposit under (b) above shall constitute
such discharge and satisfaction unless such Expansion Bond shall have been irrevocab!y cr.lled or designated
for redemption on the first date such Expansion Bond may be redeemed in accordance with the provisions
thereof and notice of such redemption shall have been given or irrevocable provision shall have been made
for the giving of such notice. Permitted Investments are defined in the Resolution as (i) direct obligations of,
or obligations the principal of and interest on which are unconditionally guaranteed by, the United States
of America, (ii) Public Housing Bonds or Project Notes fully secured by contracts with the United States of

h America and (iii) obligaticas to the payment of the principal of and interest on which the full faith and credit
of the State of South Carolina is pledged.
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PAYA1ENTS TO STATE AND LOCAL GOVERN 31ENTS

Payments in S of taxes to the State of South Carolina and local governments in each of the last five
fiscalyears have been:

1974 $1,219,962
1975 1,168,063

1976 1,394,477
1977 2,531,775
1978 1,853,982

See item 9 under caption "Certain Provisions of the Indenture and Resolution-Funds and Accounts".

PENDING LEGAL PROCEEDINGS

No litigation is now pending, or, to the knowledge of the Authority, threatened, questioning the corporate
existence of the Authority or the right of its ollicers to their respective offices or the right of the Authority to
fix rates and other charges for the sale of electrie encrgy except for the Airco intervention described under the
caption " Regulatory Matters-Federal Energy Regulatory Commission" or questioning the right of the
Authority to issue the 1979A Bonds.

An action, captioned Avinger v. South Carolina Public Service Authority, is pending in the Supreme Court
of the State of South Carolina in which the plaintiff has claimed that the statute under which his property
was condemned provides, in substance, that if condemned land is not flooded within five years, the former
owner has a right to buy the property back at the original price per acre paid by the Authority, and that such
right may be extinguished at any time after six years from the condemnation date only upon 90 days' written
notice by the Authority. The Authority has never given such notice to any landowner. The plaintiff seeks to
buy his family's property back pursuant to the statute. The trial court granted summary judgment in favor of
the Authority in October 1978. The case is now pending in the South Carolina Supreme Court.

For information concerning a declaratory judgment proceeding involving defeasance of the Priority
Obligations and various administrative proceedings involving the Authority, see captions " Security for
Expansion Bonds-Declaratory Judgment Regarding Defeasance of Priority Obligations" and " Regulatory
Matters", respectively.

Tl?cre are no other actions, suits or governmental proceedings pending, or to the knowledge of the Author-
ity, tL.atened, before any court, administrative agency, arbitrator or governmental body which will, if
determ:ned adversely to the Authority, have a material adverse effect on its financial condition or its ability
to transact its business.

TAX EXEMPTION

In the opinion of Bond Counsel, interest on the 1979A Bands is exempt from present Federal income
taxes under existing laws and regulations, and the 1979A Bonds and interest thereon are exempt from present
South Carolina property and income taxes.

APPROVAL OF LEGAL PROCEEDINGS

Wood & Dawson, New York, New York, and McNair Glenn Konduros Corley Singletary Porter & Dibble,
Columbia, South Carolina,3ond Counsel to the Authority, will render opinions with respect to the validity of
the 1979A Bonds. A copy of seh opinions will be printed on the 1979A Bonds and will be in substantially the
form set forth in Appendix IV. Cetain legal matters will be passed upon on behalf of the Underwriters by
Simpson Thacher & Bartlett, New York, New York.

RATINGS

Moody's Investors Service, Inc. and Standard & Poor's Corporotion have given the 1979A Bonds ratings
of "Al" and "A+", respectively. Such ratings reflect only the respective views of such organizations and
an explanation of the significance of such ratings may be obtained only from the rating agency furnishing the
same. There is no assurance that such ratings will obtain for any given period of time or that they will not be
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,s - - ,

.J'
, i



revised downward or withdrawn entirely by either or both of such rating agencies, if in the judgment of either
or both, circumstances so warrant. Any such downward revision or withdrawal of such ratings, or either of

D them, may have an adverse effect on the market price of the 1979A Bonds.

UNDERWRITING

The 1979A Bonds are being purchased by the Underwriters for whom Blyth Eastman Dillon & Co.
Incorporated, Lehman Brothers Kuhn Loeb Incorporated, Merrill Lynch, Pierce Fenner & Smith Incorporated,
Drexel Burnham Lambert Incorporated and The Robinson-liumphrey Company, Inc., are acting as repre-
sentatives. The Underwriters have jointly and severally agreed, subject to certain conditions, to purchase the
1979A Bonds at an aggregate discount of $1,681,900 from the initial offering prices set forth on the
cover page of this Official Statement, plus accrued interest, if any. The Contract of Purchase provides that
the Underwriters will purchase all 1979A Bonds if any are purchased. The inidal oIIering prices may be
changed, from time to time, by the Underwriters.

The Underwriters may ofIer and sell the 1979A Bonds to certain dealers (including dealers depositing
1979A Bonds into investment trusts) and others at prices lower than the prices stated on the cover page hereof.

MISCELLANEOUS

All of the foregoing summaries of the Act, Indenture, Resolution, Contract Obligation, Lease Contracts,
F Power Contract, Summer Agreement, Beck Report and Burns and Roe Letter are made subject to all of
the provisions of such documents and such summaries do not purport to be complete statements of such
provisions. Reference is hereby made to such documents for further information in connection therewith. The
Beck Report, portions of the Report on Audit and the Burns and Roe Letter are included as Appendices I, II
and III, respectively, to this Oflicial Statement. A copy of each of such documen.s may be examined at the

~

main office of the Authority in Moncks Corner, South Carolina, at the office of McNair Glenn Konduros
Corley Singletary Porter & Dibble, Bond Counsel, in Columbia, South Carolina, and at the office of Wood &

D Dawson, Bond Counsel, in New York, New York.

The agreements of the Authority with holders of the 1979A Bonds are fully set forth in the Resolution
and the Eighth Supplemental Bond Resolution. This Official Statement is not to be construed as a contract
with the purchasers of the 1979A Bonds. Any statements herein involving matters of opinion or estimates,
whether or not expressly so stated, are intended merely as such and not as representations of fact. This
Official Statement has been approved by the Board of Directors of the Authority.

SouTn CAROLINA PUBLIc SERVICE AUTIIORITY

By /s/ WILMAM C. MESCIIER
William C. Mescher
President and Chief Executive Ollicer

April 19,1979
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APPENDIX I

D

R.W. BECK AND ASSOCIATES

ENGINEERS AND CONSULTANTS

PLANNING CENERAL OFFICE

DE51CN 1510 EAST COLONIAL DRIVE E *

RATES '
POST OFFICE Box 6817

ORLANDO. FLORIDA 32853

MANAGEMENT

FILE No.

April 18,1979

SouTu CARollNA Punt.ic SERVICE AUTiloRITY
223 North Live Oak Drive
Moncks Corner, South Carolina 29461

k

Gentlemen:

Subjee Considting Engineer's Report on
Financing and Capital Improvement Program

Presented herewith is a summary of our analyses, investigations and studies concerning the proposal by
the South Carolina Public Service Authority (Authority) to construct and operate a fourth coal-fueled steam-
electric generating unit adjacent to the Winyah Generating Station Units Nos.1,2 and 3 and related transmission
facilities (Winyah No. 4), and certain general improvements to the Authority's electric system and general
plant. Winyah No. 4 is now under construction by the Authority with commercial operation scheduled for
May 1982.

On April 19,1979, the Authority is expected to autForize the issuance of $204,000,000 of Electric System
Expansion Revenue Bonds (Bonds) to finance the costs of construction of Winyah No. 4 and $10,000,000
of Bonds to pay a portion of the costs of certain general system improvements, and to issue its Electric
System Expansion Revenue Bonds,1979 Series A (1979A Bonds) in the principal amount of $110,000,000
for such purposes. Concurrent with the authorization of the 1979A Bonds the Authority is expected to authorize
the issuance of $39,400,000 of Electric System Expansion Revenue Bonds (Additional Summer Bonds) to
pay the estimated costs of acq_ ition and construction of its ownership interest in the Virgil C. Summer
Nuclear Station Unit No.1 (Summer Nuclear Station) which are in excess of such costs to be paid from Bonds
heretofore issued for such purpose. The Additional Summer Bonds are not being issued at this time, but are
expected to be issued at a later date. The 1979A Bonds, the Bonds authorized but not now being issued for
Winyah No. 4 and the Additional Summer Bonds are considered Authorized Bonds for purposes of this report.
Reference is made to the preliminary Omcial Statement of the Authority dated March 30,1979 (Official

h Statement) for a description of the Authority's Bond Resolution, as amended and supplemented.
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CAPITAL IMPROVEMENT PROGRAM

Each year the Authority adopts a detailed capital improvement budget cover 5g expected expenditures {
for capital improvements and additions to its system during the next succeeding fiscal year and those planned
for the ensuing two fiscal years. In addition, the Authority has developed a preliminary plan of major genera-
tion and transmission additions which are expected to be required during the next ten-year period. In our studies
and projections of operating results of the Authority presented herein, which cover the period fiscal years 1979
through 1984, we have utilized the approved capital budget for the 1979-1981 period, adjusted for known
changes, and the major generation and transmission additions which are indicated in the preliminary long-range
plan for the fiscal years 1982-1984. Such capital improvement program and the expected sources of funds
are summarized in the following paragraphs.

Winyah Generating Station, Unit No. 4

Winyah No. 4 will consist of a coal-fueled steam-electric unit of approximately 280 MW and associated
transmission facilities. The 280 MW unit will essentially be a duplicate of Winyah Generatin;, Station Unit
No. 3 (Winyah No. 3) and will be located at, and become an integrated part of, the Winyah Generating Station
which is located approximately three miles southwest of the City of Georgetown, South Carolina. The Winyah
Generating Station presently consists of Winyah Generating Station Unit No.1 (Winyah No.1) which was
pl; e in commercial operation on March 26,1975; Winyah Generating Station Unit No. 2 (Winyah No. 2)
which was placed in commercial operation on July 1,1977; and Winyah No. 3 which is presently under
construction and scheduled to be placed in commercial operation on May 1,1980.

The Authority has retained Burns and Roe, Inc. as design and construction engineers for Winyah No. 4
to prepare plans and specifications, to perform related services, and to manage construction of the project. A
detailed description of Winyah No. 4, as prepared by Burns and Roe, Inc., appears in Appendix Ill of the
Official Statement.

Winyah No. 4 will include a single steam-turbine generating unit having a net capability of approximately |
280 MW; boiler; condenser; coal pulverizing, handling and storage equipment and facilities; and related elec-
trical and mechanical equipment. A construction permit, setting forth required performance conditions, has
been issued by the South Carolina Department of Health and Environmental Control (DHEC). The Authority
has indicated that other required permits and licenses have been or are e..pected to be obtained on a schedule
commensurate with construction and operation needs. Preliminary site work has commenced and soil borings
have been made.

The total construction costs for the Winyah No. 4 unit are estimated by Burns and Roe, Inc. to be
$ 146,175,000. This estimated total construction cost includes the cost of pollution control equipment consid-
cred adequate,in the opinion of Burns and Roe, Inc., to meet existing State of South Carolina pollution ecdes
and regulations. As of December 31,1978, the Authority had entered into 32 contracts totaling approximately
$50,000,000 which represent approximately 34% of the total estimated construction costs of the unit. Initial
operation of the unit is scheduled for December 1,1981, and commercial operation is scheduled for May 1,
1982,

in addition to the construction costs of the generating station, included as a part of Winyah No. 4 project
capital costs is an amount to fund certain transmission facilities necessary to deliver the output from the
generating station to the Authority's existing transmission system and an amount to increase the coal fuel stock-
pile at the Winyah Generating Station. Such transmission facilities will include a 230 kV transmission line and
terminal facility from the Winyah Generating Station to the Authority's Hemingway Substation (see centerfold
map). Construction of such facilities is expected to commence in mid-1979, with completion planned in
early 1982. The Authority has estimated the costs of the transmission facilities to be $9,000,000 and the coal
iuel stockpile to be $5,000,000.

The estimated total capital costs of Winyah No. 4, as prepared by Burns and Roe, Inc., and the Authority,
excluding ;unded interest, reserves and financing expenses, are summarized in the following table.
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SUMMARY OF ESTIMATED CAPITAL COSTS

Generating Station:
Land and Land Rights $ -

Structures and Improvements 15,482,000
Boiler Plant Equipment 69,251,000
Turbine Generator Unit 22,452,000
Accessory Electrical Equipment 7,850,000
Miscellaneous Power Plant Equipment 61,000
Station Equipment 2,547,000

TOTAL DIRECT CONSTRUCTION COST $117,643,000
Engineering Design and Construction Management 10,000,000
Escalation Included in

above accounts
Contingency 16,613,000
Other Costs and Expenses 1,919,000

TOTAL CONSTRUCT!oN COST GENERATISG STATION $ 146,175,000
Transmission Facilities * 9,000,000
Fuel Stock 5,000,000

TOTAL CAPITAL COSTS WINYAli NO. 4 $ 160,175,000

* Amount shown includes the estimated cost of the 230 kV Winyah Hemingway line and terminal facilities.

Other CapitalImprovement Items 19791981

IVinyah Generating Station Unit No. 3

Winyah No. 3, which is now under construction by the Authority, will consist of a coal-fueled steam-
electric unit of approximately 280 MW and associated transmission facilities. The 280 MW unit will be
located at and become an integral part of the Winyah Generating Station. Burns and Roe, Inc. has been
retained by the Authority as design and construction engineers for Winyah No. 3.

Winyah No. 3 will be essentially a duplicate of Winyah Nos. I and 2 which are now in operation at
the Winyah Generating Station, with the exception of changes in the cooling water and flue gas treatment
systems. A construction permit, setting forth required performance conditions, has been issued by DHEC.
The Authority and Burns and Roe, Inc. have indicated that other permits and licenses which are required
for construction or operation of Winyah No. 3 have been or are expected to be obtained on a schedule
commensurate with construction needs. Site work for Winyah No. 3 was initiated in September 1977.

The total construction costs for the Winyah No. 3 unit are estimated by Burns and Roe, Inc. to be
$ 142,230,000. This estimated total construction cost includes the cost of sulfur dioxide emission control
equipment considered adequate, in the opinion of Burns and Roe, Inc., to meet existing State of South Carolina
pollution codes and regulations. As of December 31, 1978, the Authority had entered into 64 construction
and equipment contracts totaling approximately $89,400,000 which represent approximately 63% of the total
estimated construction costs of the project. Overall site construction was estimated to be approximately 25%
complete. Initial operation of the unit is scheduled for March 1980, and commercial operation is scheduled
for May 1980.

In addition to the construction costs of the generating station, the total capital costs of Winyah No. 3
include certain transmission facilities necessary to deliver the output from the generating station to the
Authority's existing transmission system and an amount to increase the coal fuel stockpile at the Winyah
Generating Station. Construction of the transmission facilities commenced in mid-1978, with completion
planned in early 1980. The Authority has estimated the wsts of the transmission facilities to be $9,000,000
and the amount for increased fuel stockpile to be $4,000,000. The total capital costs of Winyah No. 3 based
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on a May 1980 commercial operation date are estimated to be $155,230,000, exclusive of funded interest,
reserves and financing expenses, which is the same total capital cost as estimated at the time the Authority p'
issued its 1978 Bonds to pay the costs of construction of Winyah No. 3.

Summer Nuclear Station

The Authority and South Carolina Electric & Gas Company (SCE&G) have entered into a joint ownership
agreement dated October 18, 1973, providing the Authority and SCE&G, which own the Summer Nuclear
Station as tenants in common, with undivided interests of 33%% for the Authority and 66%% for SCE&G.
Pursuant to this agreement, SCE&G acts for itself and as agent for the Authority in the construction and
operation of the Summer Nuclear Station, including fuel acquisition and management.

The Summer Nuclear Station is now under construction at a site approximately 26 miles northwest of
Columbia, South Carolina, on the east bank of the Broad River and adjacent to SCE&G's Fairfield Pumped
Storage Hydroelectric Station. The Summer Nuclear Station will be capable of producing a net output of
approximately 900 MW under expected operating conditions. The construction permit for the project was
issued by the Nuclear Regulatory Commission (NRC) on March 21,1973.

SCE&G is proceeding with construction of the Summer Nuclear Station with commercial operation
presently scheduled for December 1980. The December 1980 date represents a delay of seven months from the
previously scheduled date for commercial operation of May 1980. SCE&G advises that the delays have esulted
principally because of problems in the delivery of materials and construction modifications pritaarily due to
changing regulawry requirements. SCE&G's ability to meet the revised date for commercial operation will, in
our opinion, require a major emphasis on all future construction efTorts and close coordination throughout the
remaining construction period and the testing and start-up operations to avoid further slippages in the schedule.

SCE&G reports that as of December 31,1978 the engineering of Summer Nuclear Station was approxi-
mately 89% complete and constructien was approximately 80% complete.

|
The estimated construction costs which have been furnished by SCE&G are based on a commercial

operation date of December 1980. The total estimated direct construction cost is now estimated to be approxi-
mately $476,954,000. Engineering and construction management, sales tax, owner's costs and other indirect
costs are estimated to be approximately $136,582,000, resulting in a total estimated cost of construction of
$613,536,000, excluding nuclear fuel, contingencies and interest or other carrying charges, but including an
allowance for escalation to the scheduled commercial operation date. This is approximately $59,044,000, or
11%, above the construction costs estimated by SCE&G at the time of issuance of the 1978 Bonds. SCE&G
reports that the principal factors which have contributed to such increase in the estimated ccnstruction
costs are problems in the delive.y of materials and construction modifications due primarily to changing
regulatory requirements.

As shown in the table which follows, the Authority's share of the total estimated construction cost is
$204,512,000 before allowance for contingencies. In addition to the total construction costs of the project
as estimated by SCE&G, we have included $3,000,000 as a part of the capital costs to be provided from
bond proceeds for the estimated one-time capital cost to the Authority representing its obligation for
costs assignable by SCE&G to Summer Nuclear Station for cooling water supplied from the upper reservoir
of SCE&G's Fairfield Pumped Storage Project; $15,500,000 for the estimated cost of the Authority's share
of the initial nuclear fuel core based on the estimated wst of uranium concentrates discussed hereinafter in
the section captioned " Fuel Supply", $351,000 for the Authority's direct costs not otherwise included in,
SCE&G's construction cost estimates; $1,600,000 as the Authority's share of working capital; and
$ 8,200,000 as a working fund for r.uclear fuel replacement, resulting in a total estimated capital cost for the
Authority's ownership share of Summer Nuclear Station of $233,163,000, exclusive of allowances for contin-
gencies. The Authority has included an amount of approximately $6,000,000 or 13% of the remaining balance
of the Authority's share of construction costs as an allowance for contingencies. The resulting estimated
total capital cost of the Authority's ownership share of Summer Nuclear Station, including the foregoing
amount for contingencies but excluding funded interest, reserves and financing expenses, is $239,163,000. I
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The Additional Summer Bonds, together with the $284,600,000 Bonds heretofore authorized and issued

D
for such purpose, are estimated to be suh.eient to pay all costs of acquisition and construction of the Authority's
ownership share of Summer Nuclear station. The Additional Summer Bonds are not being issued at this time.

In late March and carly April 1979, events at the Three Mile Nuclear Unit No. 2 in Pennsylvania
resulted in reported dan age to the plant and release of radioactivity to the surrounding myironment.
SCF&G has reported that it cannot predict what impact, if any, these events will have upon d:e cost of,
tN scheduled completion date for, the issuance of an operating license for, or the operation of, the Summer
Nuclear Station, but that it is possible that there may be delays in the issuance of the operating license or
that changes in the design of the Station might be required, either of which would probably increase the
total cost of the Station, and that additional safety requirements could significantly increase the operating
cost of the Station.

SU3 DIARY OF ESTIMATED CAPITAL COSTS

Summer Nuclear Station

($000)
Authority's
Ownership

Total Plant (1) Share

Land and Land Rights $ 1,162 $ 387
Structures ar,1 Improvements (2) 108,359 36,120
Reactor Plant Equipment 166,557 55,519
Turbine Generator Equipment 43,500 14,500
Accessory Electrical Equipment 37,000 12,333
Miscellaneous Power Plant Equipment 6,500 2,167
Station Equipment 5,776 1,925
Construction Costs 108,100 36,034

D Subtotal-Direct Construction Costs $476,954 $158,985

Other Direct Costs:
Engineering . $ 52,156 $ 17,385
Owner's Cost 73,426 24,475
Sales Tax 3,000 1,000
Other Costs 8,000 2,667

Total-Construction Costs $613,536 $204,512

Nuclear Fuel-Initial Core 15,500(3)
Water Rights Adjustment 3,000

Total-Plant Costs $223,012

Contingencies 6,000
Authority's Direct Cost 351

Working Capital:
Nucl:ar Fuel 8,200(4)
Other 1,600

Total Capital Costs-Authority's Ownership Share $239,163

(1) Based on hnuary 24,1979 estimates by SCEAG.
(2) Includes transmission structures and improvements.
(3) ban on approximately 82cc of initial core uranium concentrates provided by Westinghouse at the contract price and

approximately 18Fe purchased on spot market.

(4) Includes approximately $1,082.000 for the Authority's share of uranium concentrates purchased by SCE&G on the spot
market and available to fill partial needs for reload fuel.
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lillton llead Combustion Turbine No. 3

The Authority has retained the General Electric Company to engineer and completely install Hilton
Head Combustion Turbine No. 3 (Hilton Head No. 3). Hilton Head No. 3 will consist of c General
Electric Company self-contained combustion turbine package power plant. The unit, which will be located
at and become a part of the Hilton Head combustion turbine complex, will have a rated net output of
56 MW. The Hilton Head complex includes two combustion turbines which are in operation. The unit
is being installed to provide additional power supply and strengthen transmission of power and energy to
the Hilton licad area. The total cost for Hilton Head No. 3 is estimated by the Authority to be approxi-
mately $10,000,000. Initial operation of this unit is scheduled for April 1979, and commercial operation
is scheduled for May 1979.

The construction permit for Hilton Head No. 3 was received from DHEC on Februarj 23,1979. The unit
is being designed to conform with Federal " Regulations for Prevention of Significant Deterioration of Air
Quahty." The unit will be housed in trim all-weather enclosures designed to simplify maintenance and provide
thermal and acoustical insulation. It will also be equipped with a water injection system for the reduction of
nitrous oxide emissions into the atmosphere.

Winyah No. 2

All major construction work on Winyah No. 2 has been completed and the unit was placed in commercial
operation on July 1,1977. It will be necessary for the Authority to make certain improvements to upgrade
the performance of the emission control equipment for Winyah No. 2 to comply with the requirements estab-
lished by DHEC for the addition of a third and fourth unit at the Winyah Generating Station. The cost of
such improvements is estimated by Burns and Rce, Inc. to be $500,000. In addition, some minor work such
as final landscaping and corrective action on the boiler, for which the contractor has acknowledged responsi-
bility and is undertaking remedial raodifications, remains to be completed. The Authority estimates that the
cost of completing construction of Winyah No. 2, including contract retentions pending full contract perform-
ance, is $2,245,000.

kGeneralImprovements

The proposed general improvements for fiscal years 1979-1981 include extensions and improvements te
the Authority's transmissica and distribution system, general plant, and existing generating facilities.

The costs of transmission system improvements planned for construction during the fiscal years 1979-
1981 are estimated by the Authority to total $78,575,000. This estimated amount includes two double-circuit
230 kV steel tower lines from the JefTeries Generating Station to a new substation near the Alumax Inc.
(Alumax) site. Engineering design, awarding of certain contracts and the application for necessary permits
for the construction of the line and substation have commenced. The Authority estimates that the construction
of the line and substation will be completed in sufficient time to provide electric power and energy requirements
to Alumax pursuant to the terms and conditions of the Alumax contract as presently amended.

Other general system improvements planned for fiscal years 1979-1981, and the estimated cost thereof,
include (i) Hilton Head No. 3 and improvements to existing generating facilities required to maintain and
improve availability and eiliciency-$16,161,000; (ii) improvements and extensions to the distribution system
to serve existing and new customers-$22,556,000; (iii) improvements to general plant-$14,124,000; (iv)
future generating station site studies and acquisitions-$4,000,000; and (v) the acquisition of 154 coal cars
which have been purchased-$5,174,000.

The improvements to general plant include $12,000,000 for the construction of u new headquarters
facility for the Authority in Moncks Corner, South Carolina. The Authority has acquired property for the new
facility, has entered into a contract with Berkeley County for the sale of the existing facility, and is proceeding
with plans for completion of the new facility in fiscal year 1981. The amount included in the capital improve-
ment program for this facility is net after sale of the existing facility.

Major Generation and Transmission Improvements 1982 1984

The Authority has developed a preliminary ten-year plan of major generation and transmission improve-
|ments expected to be required to meet projected power and energy requirements. A summary discussion of the
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major improvements planned for the fiscal yeers 1982 through 1984 based on the Authority's preliminary
expansion plan of major capital additions follows.

Cross Generating Station

In order to meet projected load growth into the 1980's and 1990's, the Authority has initiated studies
and taken certain actions for the development of a major generating station (the " Cross Generating Station")
to be located in Berkeley County, South Carolina. The Cross Generating Station, as presently envisioned, will
ultimately be expan'ded, subject to Federal and state regulatory approval and the granting of necessary licenses
and permits, to accommodate four 450 MW coal-fueled steam-clectric units. In order to facilitate construction
access when subsequent units are to be constructed, the Authority's plans provide that the first 450 MW unit
at the new site will be designated as Cross Generating Station Unit No. 2 (Cross No. 2).

The Authority has retained Burns and Roe, Inc. as design and construction engineers for Cross No. 2.
The unit will be coal-fueled and will include air and water pollution control facilities as required to meet
applicable Federal and state regulatory requirements. The total construction costs for Cross No. 2 are
estimated by Burns and Roe, Inc. to be $356,800,000. As of February 28,1979, the Authority has entered
into tive contracts totaling approximately $61,281,000 which represent approximately 17% of the total
estimated construction costs of the unit. The cancellation charges on contracts awarded as of February 28,
1979, could total approximately $3,855,000 by July 1,1979 and increase thereafter. Commercial operation of
Cross No. 2 is presently scheduled for May 1983. The ability of the Authority to meet the scheduled date of
commercial operation will depend upon the timely receipt nf the necessary licenses and permits and execution
of an accelerated construction schedule.

In addition to the construction costs of Cross No. 2, included as a part of the planned project capital
costs are an amount to fund certain 230 kV transmission facilities necessary to deliver the power and energy
from the generating station to the Authority's existing transmission system and an amount to establish an
initial coal fuel stockpile at the Cross Generating Station. The Authority has estimated the cost of such
transmission facilities as presently planned to be $30,000,000 and the allowance for initial fuel stockpile

D to be $10,000,000. The resulting estimated total capital cost of Cross No. 2, exclusive of funded interest,
reserves and financing costs,is $396,800,000.

Transmissioa Facilities

In addition to the transmission facilities included as a part of major generating station construction, the
Authority expecti to continue to construct major new transmission lines and substations and to upgrade existing
transmissica 9:es and substations. The costs of such transmission improvements are estimated by the Author-
ity to be approximately $54,646,000 for 69kV or higher voltage facilities and $1,712,000 for 44 kV facilities,
during the three fiscal years 1982 through 1984.

Estim f.ed Costs and Sources of Funds-1979-1984 Capital Improvement Program

The estimated capital costs, exclusive of funded interest, rc,erves and financing costs, of the Author-
ity's capital improvement program for fiscal years 1979-1981 and the planned major generation and trans-
mission improvements for the fiscal years 1982-1984, together with the expected sources of funds to pay such
estimated costs, are summarized on the following page.
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CAPITAL I31 PROVE 31ENT PROGRA31
Fiscal Years 1979-1984

($000)
Estimated Capital Costs (l):

Winyah No. 4 $ 160,175
Winyah No. 3(2) 143,133
Completion of Summer Nuclear Station Authority's Share (2) 81,287
Completion of Winyah No. 2 2,245
Cross No. 2 396,800
General System Improvements

Generation System Improvements (3) $ 16,161
Transmission System Improvements (4) 133,221
Distribution System improvements (4) 24,268
General Plant improvements (5) 14,124
Future Site Studies and Acquisitions 4,000
Freight-Train Cars-Coal 5,174

Total General System Improvements 196,948

Total Estimated Cost of Capital Improvement Program $ 980,588

Expected Sources of Fands:
Proceeds of Bonds:

Winyah No,4
1979A Bonds $ 64,771
Authorized but Unissued Bonds 78,672

Winyah No. 3
1978 Bonds 144,064

Summer Nuclear Station (Authority's Share)
1973 Bonds,1976 Bonds and 1977 Bonds 179,929
Authorized but Unissued Bonds (6) 24,398

General improvements
Previously Issead Bonds (7) 14,352
1979A Bonds 9,075

Additional Unauthorized Bonds'
Cross No. 2 Bonds (8) 366,147
General Improvements (9) 53,587

Investment Earnings (10) 115,310
Revenues 100,256

Total Expected Sources of Funds $ 1,150,561
Less: Amounts Expended at June 30, 1978(l1) 169,973

Total Funds $ 980,588

(1) Excludes approximately $1N,252,000 of facilitics to be constructed ar,d funded from REA loans to Central Electric Power
Cooperative, Inc. Under the existMg lease agreements, the facilities are to be leased and operated by the Authority.

(2) Balance of estimated construction costs remaining as of July 1,1978.
(3) Amount shown includes $10,000,000 attributable to the acquisition and construction of ifilton IIcad No. 3.
(4) Includes $54.646,000 for major transmission and $1,712,000 for major distribution facilities presently planned for fiscal

years 1982-1984.
(5) Amount shown includes a net amount of $12,000,000 for the acquisition and construction of a new otlice facility.
(6) Amount shown assumes the issuance in late 1980 or early 1981 of $39,400,000 of Additional Summer Bonds at an

estimated annual interest rate of 7.25%
(7) Amount shown insludes the approximate amount from 1978 Bonds issued for General Improvements.
(8) Amount shawn assumes the authorization and issuance of approximately $508,000,000 of Bonds to fund the construction

of Cross No. 2.
(9) Amount shown assumes the authorization of General Improvements Bonds in the pr.ncipal amount of $30,000,000 to

tv issued in 1980 and $31,000,000 to be issued in 1981.
(10) Amount shown includes accrued interest resulting from the dilTerence in the date of the bonds and the date of closing,

actual investment earnings to June 30,1978, and estimated future income on the: (i) Winyah No. 4 Construction Fund,
(ii) Winyah No. 3 Construction I-und, (iii) Winyah No. 2 Construction Fund, (iv) Summer Nuclear Station Construction
Fund, (v) planr-d Cross No. 2 Construction Fund, and (vi) General Improvement Fund.

(11) Amount shown includes the Authority's share of Summer Nuclear Station construction expenditures through June 30,
1978, of approximately $157,876,000 and Winyah No. 3 construction expenditures through June 30, 1978 of approxi-
mtely $12,097,000.
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EXPECTED DISPOSITION OF PROCEEDS OF 1079A BONDS

Based upon the estimates of direct construction and other costs of Winyah No. 4 and general improv-
ments as set forth hereinbefore and upon an estimated commercial operation date of hiay 1982, the expected
disposition of the proceeds from the sale of the 1979A Bonds is shown in the following table:

Financing Requirements for Winyah No. 4
and General System Improvements

($000)
1979A Bond, Authorized

but Total
Minyah Ger4ral Unissued Authorized
No. 4 Improsements Bonds (l)(2) Bonds (2)

Capital Costs $ 75,572 $ 9,075 $ 84,603 $169,250

Less: Amounts from Investment Income (3) . 10,801 - 5,931 16,732

Paid from Bond Proceeds $ 64,771 $ 9,075 $ 78,672 $152,518
Reserve Account 7,250 725 7,540 15,515

Funded Interest (4) 25,979 - 15,708 41,687
Bond Discount (5) 2,000 200 2,080 4,280

Principal Amount of Bonds $ 100,000 $10,000 $104,000 $214,000

(1) Assumes issuance of additional authorized but unissued Bonds for the completion of Winyah No. 4 on October 1,1980,
and interest requirements at the estimated annual rate of 7.25%, as provided by the Underwriters, funded from Bond
proceeds to November I,1982.

(2) Does not include Bonds in the amount of $39,400,000 which are to be authorized for the completion of Summer Nuclear
Station.

(3) Investment earnings calculated on available funds during the construction period at an estimated average annual rate of
7.25% as provided by the Underwriters.

(4) Interest requirements at the estimated anrual rate of 7.25% funded from Bond proceeds to November I,1982 for Bonds
allocable to Winyah No. 4.

(5) listimated at 2.0%.

h BUSINESS OF TIIE AUTIlORITY

The Authority was created in 1934 by an Act of the General Assembly of the State of South Carolina
to construct and acquire flood control, navigation and reclamation works on the Cooper River, the Santee
River and the Congaree River and to produce, distribute and sell electric power. The Authority initiated
its electric power operations in 1942 upon completion of construction of the Santec Cooper flydroelectric
Project.

During the 12 months ended December 31, 1978, the Authority sold 5,976 million kilowatt-hours of
electric energy and received total operating revenues of $131,647,402, including sales to SCE&G and CP&L,
as shown on Exhibit B. At December 31, 1978, the Authority's net electric utility plant in service (gross
plant less reserve for depreciation) as reported by the Authority was $324,265,696 (unaudited). During the
ten-year period 1969 through 1978, the Authority invested $38,829,018 in additions and improvements to its
utility plant from operating revenues, exclusive of funds advanced for construction of Winyah No. 4.

The Authority sells electric energy at wholesale to public authorities and other utilities and at retail to
industrial, commercial and residential customers.

Electric System Properties

The Authority owns electric generation, trarsmission and distribution facilities and leases certain
generatian and transmission facilities under contract with Central Electric Power Cooperative, Inc. (Central)
which arc op. rated collectively by the Authority as a fully integrated electric system. The Authority's
generating capability in service totals 1,400 MW comprising 130 hiW of hydroelectric,1,142 MW of steam
electric, pad 128 MW of combustion turbine capability. In addition, the Authority receives 105 MW from
the Southeasterr Power Administration (SEPA). Transmission and distribution facilities include approxi-
mately 2,462 miles of 230 kV,115 kV, 69 kV and 44 kV overhead transmission lines, 89 sub-stations,
dbtribution system properties, oflices and other buildings, equipment and related facilities.
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Rafes

In the opinion of the Authority's general counsel, the Authority is empowered and required under the
Act to fix, establish and collect rates, tolls and other charges which shall be at least sufficient to provide for
the payments of all costs and expenses of ownership and operation and maintenance of the propert es andi

facilities of the Authority and to conform to the requirements of its Bond Resolution and Indenture. We have
relied upon such opinion in developing our projections.

The Indenture and 9csolution, under which the Authority's outstanding bonds were issued and the 1979A
Bonds will be issued, require that the rates and charges shall be at least adequate to produce revenue sufficient
for the payment of all obligations of the Authority, including payments into all funds established under the
Indenture and Resolution, and that the Authority will, from time to time and as often as necessary, revise the
rates and charges to provide the required revenues.

The Authority has mamtained rates for electric service which have been sufficient to provide for all oper-
ating and maintenance costs and expenses, debt service, lease payments, repairs, renewals to and replacement
of its electric system and for substantial additions thereto. At the same time, the Authority's rates compare
favorably with those of other major suppliers in the State of South Carolina as shown on Exhibit A.

The rates presently in effect applicable to residential, commercial, municipal street lighting and industrial
customers, except for two industrial customers served under fixed rate contracts, were adopted on Febru-
ary 5,1977 and became efTective on power deliveries after hiay 1,1977.

On hfarch 21,1978, the Authority's Board of Directors adopted new rates to become effective for power
deliveries commencing Afay 1,1979. These rates were subsequently reviewed in light of the Authority's then
most recent capital and operating budgets and modified accordingly by the Authority's Board of Directors on
January 29,1979. The new rates will be applicable to residential, commercial, municipal street lighting, and
industrial customers, except for two industrial customers serveu under fixed rate contracts that terminate
during calendar year 1979. The new rates are estimated to prouuce an increase in revenue for the fiscal
year ending June 30,1980, of approximately $9,809,000, or an increase in revenues from customers other
than Central of approximately 10.7%. The average percentage increase on the basic rate * schedules to major
customer classes is estimated to be approximately 10.5% for industrial customers,14.8% for municipal cus-
tomers,11.8% for commercial customers and 9.6% for residential customers.

On hfarch 26, 1979 the Authority's Board of Directors adopted new rates to become effective for
power deliveries commencing hiay 1,1981. The new rates, based on projections for the fiscal year ending
June 30,1982, are estimated to produce an increase in revenues from customers other than Central of
approximately $21,377,000, or an increase in revenue of approximately 12.6%. The average percentage
increase in the basic rate schedules to major customer classes is estimated to be approximately 8.3% and
12.4% for !$rge (350,000 kWh or more per month) and small industrial customers, respectively, 6.6% for
municipal customers,23.9% for commercial customers and 21.3% for residential customers. The rates will
be subject to review prior to their implementation to reflect any changes in estimated costs determined
appropriate at the time of the review.

In conjunction with its program of future power supply development, the Authority adopted a program
providing for rate increases which it estimates will be required to carry out the initial phase of developing
a major new generating resource. On March 26,1979, the Authority also adopted a program providing for
increases i1 rates to become effective for power deliveries commencing hiay 1,1982 which are estimated
to produce an increase in revenues from customers other than Central of $21,828,000 or approximately
10.3% in the fiscal year ending June 30,1983 distributed to major customer classes based on a cost of service
study Prior to hiay 1,1982 the Authority proposes to review such rate program and adopt rate schedules
applicable to each customer class.

Existing contracts entered into between the Authority and Central, the most recent contract having
become effective on April 29,1971, as amended (the "F Power Contract"), provide among other things that
tM Authority will furnish and Central will purchase, until October 22, 1987, Central's power and energy
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requirements. The F Power Contract includes provisions for periodic rate review and rate changes
related to costs pursuant to a formula. As the result of the most recent rate review efIective January 1,1979,
the monthly charge applicable to power and energy delivered to each point of delivery is $1.875 per kilowatt
of billing demand and 5.65 mills per kWh for the first 100,000 kWh of billing energy and 4.33 mills per
kWh for all additional billing energy. The energy charges are adjusted monthly for increased cost of fuel
and purchased energy pursuant to the terms of the F Power C antract.

In our projections of operating revenues for the Authority for the period fiscal years 1979-1984, we
have utilized the rates, and revenues resulting therefrom, which are to become efIective as hereinabove
discussed. Under the provisions of contracts with certain industrial customers, the Authority is required
to review its rates not less than 120 days prior to the efIective date thereof and to adjust the rates to reflect
then current data. Such review and adjustment was undertaken of the rates adopted to become effective
for power deliveries commencing May 1,1979.

Power Requirements and Supply

The Authority provid:s retail electric service for residential, commercial and other customers in Berkeley,
Georgetown and Ilorry Counties, which includes the Myrtle Beach area, and to certain industries, public
authorities, and two municipalities and to Central (which supplies 15 cooperative electric utilities) throughout
its transmission area which encompasses, in whole or in part, the castern two-thirds of the State of Scut:.
Carolina.

During the fiscal years ended June 30, 1969 through 1978, the Authority's energy requirements have
increased at an average annual rate of approximately 10% per year. During the period 1974 through 1976,
the average rate of increase was less, reflecting the general efIects of the energy crisis resulting from the oil
embargo, conservation, and a cutback by one large industrial customer. The Authority's historical power
requirements, excluding sales of energy to SCE&G and Carolina Power & Light Company (CP&L), for the
period 1469-1978 are as follows:

IIistorical Power Requiiements

Fiscal Year Peak
Ended Energy Demand

June 30 (Million kWh) (MW)

1969 2,669 498

1970 2,988 558

1971 3,357 622

1972 3,586 630

1973 4,079 736
1974 4,422 871

1975 4,710 911

1976 4,984 943

1977 5,629 1,089

1978 6,119 1,231

1978(1) 6,320 1,231

(1) Twelve months ended December 31,1978.

The Authority's power supply consists of hydroelectric, steam electric and combustion turbine power
plants together with firm power purchased from SEPA with supplemental amounts of purchased power from
time to time from SCE&G and CP&L. The existing power supply and year of initial installidion of the generat-
ing unt s are shown below:
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Authority's Generating Capacity
Year First Capability
Operated (%1W)

Generation:
JefIeries ifydro Plant 1942 130(1)
Jefferies Generating Station:

Units I and 2 1954 92
Units 3 and 4 1970 320

Grainger Generating Station (2) 1966 170
Winyah No. I 1975 280
Winyah No. 2 1977 280
Combustion Turbine 1962 20
Combustion Turbines 1972 40

Combustion Turbine (2) 1973 20
tombustion Turbine 1974 20
Combustion Turbine 1976 28

Total Generation 1,400

Received from SEPA(3) 105

Total Power Supply 1,505

(1) Includes 2 htW from Wilson Dam Generating Station.
(2) Leased from Central.
(3) Includes approximately 44 htW associated with the wheeling of SEPA energy to preference

customers.

Fuel Supply

During the 12 months ended December 31, 1978, the Authority's energy supply was derived approxi-
mately 83.3% from coal-fueled generation, 0.6% from oil-fueled generation, 9.6% from the Authority's {
hydro facilities and 6.5% from purchases from SEPA, SCE&G and CP&L. By fiscal year 1982, the first
full fiscal year following completion of Summer Nuclear Station, this distribution of energy sources, including
the wheeling of SEPA energy to preference customers,is expected to be approximately 74.9% fro'n coal-fueled
generation,14.6% from nuclear-fueled generation,5.9% from hydro facilities, 3.5% from SEPA and other
purchases, and 1.19 from oil-fueled generation.

The Authority uses coal for fuel at three generating stations-Winyah, JefTeries (Units 3 and 4) and
Grainger. Deliveries to Winyah and Jefferies are by unit train shipment under contracts with four mining com-
panies. The major part of the Authority's coal requirements have historically been purchased under contracts
generally extending for terms of up to ten years. Limited " spot" purchases are utilized when favorable prices
can be obtained and to meet tequirements not satisfied by long-term contracts. Prices under the various coal
contracts are subject to up or down adjustments based on production costs and prevailing market conditions.

The air quality requirements for emissions from the Authority's generating plants limit the maximum
sulfur content of coal used at the individual coal-fueled stations and, in the case of the Winyah Generating
Station, at the individual units Following is the maximum sulfur content of coal which can be burned at
the Authority's generating plants and meet existing sulfur emission codes and regulations:

hlatimum
Sulfur

Station or Unit Content (1)

Jefferies 3 and 4 2.1%
Grainger 2.1

Winyah No. I 1.3

Winyah No. 2 1.l (2)
Winyah No. 3 and 4 1.7(2)(3)

(I) Based on coat having a heat content of I1,500 Blu per pound.
(2) With SO, scrubber in service.
(3) Estimated by the Authority.
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The sulfur content of coal received under existing contracts ranges from about 1% to 1.9%. The
Authority has informed us that it anticipates no difficulty in obtaining adequate coal with sulfur content within
acceptab!c ranges to meet foreseeable needs.

The average cost of coal purchased by the Authority during the three fiscal years ended June 30,1978
and during calendar year 1978, including the cost of rail freight, was as follows:

l'iscal Year Ascrage Aserage
Ended Cod per Cod per

June 30 Ton Minion Btu

1976 $25.85 1.102
1977 $25.99 1.124
1978 $31.80 1.384
1978(1) $34.55 1.481

(t ) Twelve months ended December 31,1978.

At the present time, SCE&G, acting for itself and as an agent for the Authority, has contracts with
Westinghouse Electric Corporation (Westinghouse) for the supply of uranium concentrates, conversion
services and fabrication services to meet the Summer Nuclear Station requirements for the initial core loading
and eight reload regions, of which one reload region is required approximately every year. SCE&G has also
contracted with the United States Energy Research and Development Administration (now known as the
Department of Energy-DOE) to supply the necessary enrichment services through the year 2002, which is
adequate for operation through th year 2004. Facilities are being incorporated in Summer Nuclear Station for
on-site storage of tnirteen reload regions of spent nuclear fuel which are expected to be adequate for approxi-
mately ten years of operation. SCE&G presently has no provisions for off-site storage of spent nuclear fuel.

On September 8,1975, Westinghouse not:fied SCE&G that "Under present and anticipated market
conditions, Westinghouse finds itself unable to obtain sutlicient uranium to meet . customer needs except
at such onerous prices that perfonnance on Westinghouse's part would be commercially impracticable." The
portion of SCE&G's contract with Westinghouse and similar Westinghouse contracts with other utilities for
nuclear fuel materials and services that concerns the supply of uranium concentrates is under consideration
by the U. S. District Court for the Eastern Division of Virginia, and has been the subject of a consent order
dated February 3,1976 (the " Consent Order"). Under the Consent Order SCE&G has received approximately
731,000 peunds of uranium concentrates, which represent approximately 82cb of the first fuel core require-
ments. On October 27,1978, the United States District Court for the Eastern District of Virginia ruled that
Westinghouse had breached its contract, among other things, to supply uranium for the Summer Nuclear
Station and recommended that SCE&G and other utilities with similar contracts attempt to negotiate a settle-
ment of the damages with Westinghouse. The trial on damages is expected to commence in late May 1979.

Sullicient quantities of uranium to meet the remaining requirements of the initial core were purchased
on the open market during 1976. Fabrication of the 157 fuel assemblies comprising the initial fuel core has
been completed and all of the initial core fuel assemblics are now in storage at the Summer Nuclear Station.
(See caption " Fuel Supply" in the Official Statement.)

If the quantities of uranium concentrates covered by the Consent Order had to be acquired at the spot
market price an additional amount of financing of up to approxim..'ely $10,000,000 may have to be authorized
by the Authority to pay the costs of the initial core. SCE&G, for itself and the Authority, is proceeding with
actions to require Westinghouse to fulfill all of the requirements of its contract with SCE&G.

Our projections of operating results of the Authority are based on the assumption that the approximately
82% of the initial core uranium concentrate fuel requirements for Summer Nuclear Station supplied by
Westinghouse will be at the costs provided in the Westinghouse contract as e-timated by SCE&G and that
the remaining approximately 18% of the initial core uranium concentrate fuel rv1irements will be at the spot
market prices paid therefor. Additionally, predicated on data provided by SCE&G, it has been assumed that
SCE&G will purchase uranium concentrates for reload nuclear fuel assemblies on the open market at costs
based on current price levels of aprroximately $44 per pound escalated at 5% per year.
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Alumar,Inc.

On September 23, 1977, the Authority and Alumax, an integrated aluminum company, entered into
a contract for power supply to a major primary reduction plant to be constructed by Alumax in the Authority's
service < (See subsection captioned " Power Contract with Alumax Inc." in the Official Statement.)

Under the power supply contract, as amended, the Authority agrees to make available and Alumax
agrees to purchase 166,000 kilowatts for the first potline commencing April 1,1980 and 80,000 kilowatts
for the first half of the second potline commencing November 1,1980. In addition, the Authority agrees to
make available, upon 12 months' notice to be given not later than November I,1980, an additional amount cf
up to 80,000 kilowatts for the second half of the second potline if Alumax does not give such notice prior
to November 1,1980, then thereafter such notice period is 30 months. The Authority is not obligated,
prior to November 1,1981, to provide in excess of 270,000 kilowatts for both the first and second potlines.

The contract also contains provisions pursuant to which the Authority agrees to provide po <er supply
to third and fourth potlines as follows: for a third potline-150,000 to 160,000 kilowatts upon at least 42
months' notice from Alumax to be given not prior to 8 months after notice is given for service to he second
half of the second potline; for a fourth potline-150,000 to 160,000 kilowatts upon at least 42 months' notice
from Alumax to be gir:n not prior to 8 months after notice is sven for the third potline. Altern atively, the
Authority agrees to provide 300,000 to 320,000 kilowatts for a .ird and fourth potline upon Ali. max giving
at least 50 months' notice to be given not prior to 8 months after notice is given for the secon( half of the
second potline.

The contract also provides that during ar initial operating period of up to 12 months for th: first potline
and 8 months for the second, third and fourth petlines Alumax is required to pay for power and energy only
as actually furnished and used. Thereafter Alumax is required to pay the demand charge in accordance with
the applicable rate schedule for the amount of power specified in the notice. The rate for service to Alumax
is to be at the Authority's large industrial power rate schedule as revised from time to time by the Authority.
Under the contract Alumax has certain rights of review of the Authority's rates applicable to it. Similar review
rights are also extended to Airco Inc., another large industrial customer of the Authority.

In our projections of operating results we have assumed that use for the first potline would begin
April 1,1981 with a build-up to the full requirements of the first potline and first half of the second
potline, (a combined total of 246,000 kilowatts), by July 1,1981. These dates represent the approximate
maximum delay allowable ur ler the contract for that portion of the Alumax load for which initial notice has
been received. Acceleration wm these dates should, in our opinion, result in increased net revenues to the
Authority,

If Alumax completes the first : 91ine to require the full 166,000 kilowatts during the Authority's
summer peak period of 1980, or,if A.umax gives notice to proceed with the second half of the second pottine
(which it has announced it intends to do) to require a total of 326,000 kilowatts prior to or during the
Authority's 1981 peak load period, the Authority may be required to obtain short-term purchases from other
utilities and/or exercise the interruptible provisions of certain interruptible industrial customer contracts in
order to maintain desired !cvels of reserves. In any event, however, the Authority is not required to provide in
excess of 270,000 kilowatts prior to November 1,1981.

Alumax commenced initial she work in June 1978 and is proceeding with construction of t".e plant.

FUTURE PO!VER SUPPLY OPERATIONS OF TIIE AUTHORITY

Estimates of the power and energy requirements of the Authority's system for the period 1979 through
1984 have been prepared based upon an analysis of historical and current trends of customer and sales by
class of service and the prospective sales to the several classes of customers. These projections include the
requirements of Alumax on the assumption that Alumax will proceed with contruction the aluminum
reduction plant to require and utilize power supply from the Authority of 166 MW for the .'irst potline and
80 MW for the first half of the second potline, by July 1,1981 with build-up of loads prior to such dates as
herein discussed.
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Following is a sumtaary of the projected power requirements, excluding any sales to SCE&G and CP&L,

g of the Authority for the period 1979 to 1984:

Projected Requirements
Fiscal Year Peak

Ended Energy Demand
June 30 (511111on kWh)(1) (51W)(2)

19'8(3) 6,320 1,231
1979 6,515 1,258
1980 7,049 1,364
1981 7,575 1,474
1982(4) 10,488 1,861
1983(4) 11,257 2,013
1084(4) 12,103 2,177

(1) Includes losses and 198 million kWh wheeled for SEPA.
(2) Based on August peak which is normally highest annual peak.
(3) Actual 12 nwnths ended December 31,1978.
(4) Projected amounts of demand and energy requirements include 246 htW and attendant energy attributable to Alumas.

As indicated by the foregoing tabulation, the total energy requirements of the Authority, excluding sales
to SCE&G and CP&L but including anumed annual energy sales to Alumax of approximately 2,112 GWh
commencing in fiscal year 1982, can be expected to increase by approximately 86% in the six-year period 1979
through 1984. Such increase, excluding assumed direct sales to Alumax, is estimated to be approx; oately 53%.
This compares with an increase of approximately 50% in the six-year period 1973 thrcugh 19

Power supply to meet projected requirements through fiscal year 1984 will consist of the Authority's
existing generation and firm purchases aggregating 1,505 h1W, the 56 51W from Hilton Head No. 3, the
280 hiW from Winyah No. 3, the 300 h1W from the Summer Nuclear Station, the 280 h1W from Winyah No. 4
and the planned 450 h1W from Cross No. 2. In addition to the planned Cross Generating Station, which, as
now being planned, will contain four units having a combined capacity of approximately 1,800 h1W, the
Authority is in the process of evaluating additional potential locations for selection as sites for future generating
stations.

In our projection of future power requirements we have assumed that Central will continue to purchase
all of its power supply requirements from the Authority pursuant to the terms of the F Power Contract.
However, Central has indicated to the Authority a desire to own a portion of its power supply resources. The
Authority and Central have entered into discussions concerning a new contract and possib!c joint ownership
of future power supply resources. We do not know at this time what effect, if any, such discussions concerning
a new contract and possible joint ownership of future power supply facilities will have on the Authority's future
power supply facilities and projected requirements and the attendant revenues and expenses attributable to
Central.

On June 29,19"'7, SEPA gave notice to the Authority that its contract will terminate effective June 30,
1981. In its notic,e of termi1ation, SEPA advised the Authority that it ". . . has initiated the development
of a new power allocation policy which is to be embodied in contracts as soon as possible after develop-
ment, . . . ". C . February 16,1979, SEPA announced in the Federal Register its intent to formulate a policy
with regard 'o marketing SEPA power and energy and the solicitation of proposals and recommendations for
its consideration. All submittals to SEPA are to be made no later than May 1,1979. The major issues
SEPA expects to consider in developing its marketing policy include but are not limited to: (i) determining
market area; (ii) allocatioit of power among area customers; (iii) utilization of area utility systems for
power integration, firming, wheeling, and other essential relationships; and (iv) handling of resale rates and
conservation measures.

We do not know at this time what the effect of such determination or subsequent reallocation of power
and energy by SEPA will be or the amount, if any, of SEPA power which the Authority will be allocated
after termination of the present contract. Ir. our projections of power supply and operating results of the
Authority, we have assumed that the Authonty will continue to purchase the amounts of SEPA power
provided for by the present contract.

The reserves and standbys for the Authority's generating plants have been provided from the Authority's
generating capability in excess of its power requirements and through interconnections with others. The
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Authority presently purchases 50 MW of reserve capucity from SEPA under long-term contract. The
'suthority utilizes a planned reserve criteria of 20% of the projected peak demand less firm purchases q
for power supply planning purposes.

The Virginia-Carolinas Reliability (VACAR) Agreement which the Authority executed on March 26,
1961, and which has been executed by SCE&G, CP&L, Duke Power Company, SEPA, Yadkin, Inc., and
Virginia Electric and Power Company, provides a basis whicl, reasonably supports the assumption that
provisions for limited term power purchases and sales among VACAR members will continue to be available
in the area. In addition, the Authority is a member of the Southeastern Electric Reliability Council, an
organization of all major utilities in the southeastern United States whose purpose, among others, is to study
and coordinate the activitics of its members with regard to reliability and continuity of power supply.

The Authority has entered into an agreement with the U.S. Department of Army Corps of Engineers
relating to the diversion of a portion of the flow in the Cooper River which is now utilized for generation at
the Authority's Jefferies flydro Plant (see caption in Official Statement "The Authority-Power Supply").
The Cooper River Rediversion Project is scheduled for completion in December 1984. At that time, the
system capacity available to the Authority will be increased by 84 MW. Under the terms of the contract
with the U. S. Department of Army Corps of Engineers, however, the Authority is not required in the
initial year to accept the full capacity available from the project, but it must accept at least 20 MW.

The following tabulation summarizes the projected loads and resources of the Authority for the calendar
years 1979 through 1984. Data in this table is presented on a calendar year basis rather than a fiscal year basis
because the Authority's peak system demand occurs in the summer months and the Authority plans its
power supply resources on that basis. The loads set forth therei- assume that Central will continue to
purchase its entire power supply requirements from the Authority in excess of amounts Central purchases from
SEPA. See subsection captioned " Central Contracts"in Official Statement concerning discussions with Central
regarding future power supply.
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Projected Loads and Resources-MW
* 1979 1984

Calendar Year

1979 1980 1981 1982 1983 1984

Resources:

Generating Capability
Existing (l) 1,400 1,400 1,400 1,400 1,400 1,400.

Under Construction (2) 56(3) 336(4) 636(5) 916(6) 916 916

Planned (2) - - - - 450(7) 450

Total Generating Capability . I,456 1,736 2,036 2,316 2,766 2,766

Firm Purchases-SEPA 105 105 105(8) 105(8) 105(8) 105(8)

Total Resources (9) 1,561 1,8 % 2,141 2,421 2,871 2,871(10)
Afasimum Annual Demand (August) 1,364 1,474(11) 1,861(II) 2,013(11) 2,177(11) 2,361(11)

Resources Available for Reserves . 197 367 280 408 694 510
Purchased Reserves , 50 50 50 50 50 50.

Total Pur:hased Reserves and Re-
sources Available for Reserves 247 417 330 458 744 560

Percent of hfaximum Annual Demand . 18 % 28 % 18 % 23 % 34 % 24 %

Planned Reserves at 20%(12) 252 274 351 382 414 451

Surplus (Deficiency) to hicet Planned Reserves . (5) 143 (21) 76 330 109

(1) See tabulation in section captioned " Power Requirements and Supply."
(2) Unit capabilities are shown in the first calendar year during which units under construction or planned will be available to

meet the summer peak demand, which normally occurs in August.
(3) Represents additional turbine at liilton IIcad.
(4) Increase represents Winyah No. 3.
(5) Increase represents Authority's one-third share of Summer Nuclear Station. Summer Nuclear Statiori is presently sched-

uled for commercial operation in December 1980; however, the first calendar year during which its capability will be
available at the time of the Authority's annual system peak demand will be 1981.

(6) Increase represents Winyah No. 4.
(7) Represents Cross No. 2.
(8) Assumes SEPA power equal to that provideti under the prewnt contract will continue to be available after June 30,1981.
(9) Amounts shown assume all units will be available for service at the designated capability during the time of the annual

system peak dsmand.
(10) Does not include capability from the St. Stephen flydroelectric Plant which is scheduled for completion in Do ember 1984,

which is after the Authority's 1984 annual peak demand.
(11) Pursuant to the terms of the Alumax contract, as amended, prior to November 1,1981, the Authority is not obligated to

provide to Alumax capacity in excess of 270 htW which will supply approximately one and one-half pottines. Projected
madmum annual demands shown in 1981 and thereafter include approximately 250 AlW of demand associated with
Alumax.

(12) For planning purposes, the Authority utilizes the criteria of reserves equal to 20% of annual system peak demand less
firm purchasex

PROJECTED OPERATING RESULTS

We have prepared estimates and projections o' the operations of the Authority for the period covering
the fiscal years ending June 30, 1974 through 1984 based upon our analyses of the Authority's retail and
wholesale eperations and the loads and resources of the Authority as hereinbefore discussed. Our projections
of operating results for the Authority are presented in Exhibit C to this Report. Our projections are based
on the following principal considerations and assumptions:

1. Projected revenues from customers, othcr than Central, have been based: (i) for power
deliveries through April 1979, on rates presently in effect; (ii) for power deliveries during the period
May 1979 through April 1981, on rates adopted by the Authority to become effective May 1979; (iii)
for power deliveries during the period May 1981 through April 1982, on rates adopted by the Authority
to become effective May 1981; and (iv) for the period commencing with power deliveries in May 1982
and continuing thereafter through the term of projections, on rates to be hereafter aclopted to implement
the rate prograin adopted by the Authority to become effective May 1982, including in each case the fuel
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adjustment provisions of such rates. Revenues from sales to commercial and large customers, other than
Central, reflect the terms of the Authority's contracts with such customers.

2. Revenues to be derived from Central have been projected on the basis of the present contract
terms including adjustments computed in accordance with the contract and during the period to January
1,1979 an interim agreement which provided for a 1.8 mill per kilowatt-hour surcharge. Upon com-
pletion of Summer Nuclear Station, a substantial amount of energy produced by the Authority will be
from nuclear fuel, the cost of which is projected to be less than the cost of fossil (coal and ail) fuel.
The Authority has previously advised Central that it intends to reconsider the fuel adjustment clause
in its contract with Central when nuclear power generation is commenced by the Authority and
that concurrent therewith, changes will be negotiated in the rate and fuel clause provisions of the
contract which will be fair and equitable to both parties. It is not possible to predict at this time
what changes may be made in the Central contract when Summer Nuclear Station is completed in
Decembcr 1980. Our projections of revenues and expenses assume that Central will continue to purchase
its power supply requirements from the Authority as provided under the present contract.

3. Projections of revenues and power supply expenses assume that Alumax will require and
utilize power supply from the Authority of approximately 246 h1W beginning in July 1981 for the first
potline and the first half of a second pot!ine with a build-up of loads commencing in April 1981. These
dates are based on the appoximate maximum allowable delay for that portion of the load for which initial
notice had been received as of the date of this Report. If Alumax gives notice to proceed with additional
potlines or portions thereof as provided in the Alumax contract or if the operation dates of any or all
potlines change from those stated above, the projected revenue and expenses for the fiscal years beginning
as early as 1982 and thereafter could change significantly.

4. Generation by the Jefferies and Wilson Dam Generating Stations has been projected at 619 million
kWh annually through fiscal year 1984.

5. Purchases and wheeling of power from SEPA have been projected on the basis of the existing
SEPA contract and reflect the average energy available for wheeling and direct use of the Authority's
system of approximately 300 million kWh annually of which approximately 198 million kWh are
wheeled for Central and municipal customers.

6. The cost of fossil fuels has bcen projected using as the base the Authority's budget estimate
for fiscal years ending June 30,1979,1980 and 1981 and escalated at the rate of seven-tenths of one
percent per month throughout the remaining portion of the projection.

7. Upon advice of the Authority, we have assumed that no sales of surplus energy would be
made to SCE&G or CP&L.

8. Power costs used herein are predicated in part on the availability of the fallowing gueration
resources to be owned and operated in their entirety by the Authority: (i) 56 htW-liilton Head No. 3 in
hiay 1979; (ii) 280 htW-Winyah No. 3 in hiay 1980; (iii) 300 h1W-Summer Nuclear Station in December
1980; (iv) 280 h1W-Winyah No. 4 in hiay 1982; and (v) 450 h1W-Cross No. 2 in hiay 1983.

9. The Authority has or will obtain all licenses and permits required for all generation and trans-
mission facilities on a schedule commensurate with construction needs.

10. SCE&G will obtain all licenses and permits necessary for and Summer Station will com-
mence commercial operation in December 1980 as presently scheduled by SCE&G The Summer Nuclear
Station is projected to operate at an averaga monthly plant factor of 60% during the first two years of
operation and an 80% monthly plant factor for subsequent years with two-month cefueling periods. (An
80% monthly plant factor, with anmaal refueling period of two months, is equivalent to approximately
a 67% annual plant factor.)

11. Nuclear fuel costs for Summer Nuclear Station are estimated on the basis that the 82% of the
initial fuel core uranium already delivered will be at the costs provided in the Westinghouse contract.
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All reload fuel uranium will be purchased on the open market at costs based on current price levels of
approximately $44 per pound escalated at 5% per year.

12. The total amount of bonds required to be issued to pay the costs of Summer Nuclear Station
was estimated based upon the Authority purchasing its ownership share of the initial nuclear fuel under
the terms and at the costs set forth in the Westinghouse contract, with the exception of the approximately
18% of the initial core uranium concentrates purchased by SCE&G on the spot market.

13. Our projection of power supply assumes that the Authority and SEPA will execute a new contract
containing terms and conditions, incirJing the power allocated to the Authority, which will be substantially
the same as the present contract as to which SEPA has served notice of termination effective June 30,1981.
Based upon such assumption, the existing power supply resources, Hilton Head No. 3, Winyah No. 3,
Summer Nuclear Station, Winyah No. 4 and the planned Cross No. 2 should be adequate for the period
shown to meet the Authority's projected power requirements, including the provisions for reserves. The
existing power supply resources and those under ccnstruction and planned may not be adequate in the
1981 peak load period if SEPA does not enter into a new contract with the Authority.

14. Operation and maintenance expenses, exclusive of fuel, have been based on the Authority's
fiscal year ending June 30,1979 budget and increased each year thereafter to reflect increased expenses
required for projected growth and escalation based on inflation rates and other conditions prevailing
in the present economy.

15. Payments in lieu of taxes reflect present levels of such payments and are projected to increase
approximately in proportion to increases in sales to certain classes of customers.

16. Revenues which are expected from rentals of land owned by the Authority, wheeling of SEPA
power for the account of the cooperatives and municipalities, and miscellaneous revenues including
sales of timber harvested from Authority-owned lands have been projected at approximately current levels.

17. Debt service requirements for the period shown have been projected utilizing the following cri-
teria: (i) actual debt service schedules on the outstanding priority obligations and Bonds heretofore issued,
(ii) the estimated debt service requirements at an annual interest rate of 7.25% on the 1979A Bonds with
interest requirements on the portion allocable to Winyah No. 4 funded from Bond proceeds to November
I,1982, (iii) the estimated debt service requirements at an annual interest rate of 7.25% on the remaining
$104,000,000 of Bonds authorized but unissued for the completion of Winyah No. 4 with interest require-
ments funded from Bond proceeds to November 1,1982, (iv) the estimated debt service requirements at
an annual interest rate of 7.25% on the authorized but unissued $39,400,000 of Additional Summer
Bonds expected to be issued in late 1980 or early 1981 to provide long-term funding for the completion
of Summer Nuclear Station with interest requirements funded from Bond proceeds to June 1,1981 on
the Bonds heretofore issued allocable to Summer Nuc! car Station and the Additional Summer Bonds,
(v) the estimated debt service requirement at an annual interest rate of 6.75% on $30,000,000 ef unau-
thorized Bonds to fund General Improvements with inter:st requirements funded from Bond pro-
ceeds to July 1,1980, (vi) the e<'imated debt service requirements at an annual interest rate of 6.75%
on $31,000,000 of unauthorized Bonds to fund General improvements with interest requirements
funded from Bond proceeds to January 1,1982, and (vii) the estimated debt service requirements at an
annualinterest rate of 6.75% on $508,000,000 of presently unauthorized Bonds to fund the construction
of Cross No. 2 with interest requirements funded from Bond poceeds to November 1,1983.

Escalation rates other than for fuel have been based upon current inflation rates and other conditions
prevailing in the present economy and, in our opinion, are reasonable for the purposes of the projections set
forth herein. Ilowever, we can give no assurance that such rates will not be exceeded. Due to uncertainties
caused by variable factors including labor disputes and other factors which influence the cost of all energy
sources, we can give no assurance as to the reasonableness of the rate of escalation used herein with respect to
fuct costs. Since at the present time it is not possible to predict the outcome of the litigation involving the
Westinghouse contract or the availability or price of uranium from other sources, we can give no assurance
as to the estimates used herein with respect to nuclear fuel costs.
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OPINION

Based upon our studies, investigations and analyses as summarized herein, we are of the opinion that: |

1. The Authority's proposal to construct and operate Winyah No. 3 and Winyah No. 4 each having
a net generating capability of approximately 280 51W with commercial operation scheduled in hiay 1980
and May 1982 respectively, the Authority's ownership of a one-third interest (equal to approximately
300 MW) in the Summer Nuclear Station with commercial operation scheduled in December 1980, and
liilton ifcad No. 3 combustion turbine unit with commercial operation scheduled for hiay 1979, all of
which have heretofore been authorized by the Authority, together with the Authority's existing power
supply resources, are necessary in order to produce additional power supp'y needed to meet the projected
power requirements of the Authority through fiscal year 1983 including the power supply requirements
which will result from or be attributable to Alumax in accor ance with the terms of the Alumax contract.
Additional power supply resources will be required to meet the projected power requirements beginning
in the sumr.ier of 1983 and the Authority's present plans to construct Cross No. 2 appear reasonable for
such purpose.

2. The construction, operation and ownership by the Authority of Winyah No. 4 as presently being
designed by Burns and Roe, Inc. are economically feasible.

3. The net operating revenues of the Authority, after giving effect to the rate increase adopted
by the Authority to become effective beginning hiay 1981, will be adequate to meet all estimated debt
service on all authorized Bonds, including authorized Bonds not now being issued to complete pay-
ment of the costs of construction of Winyah No. 4 and Summer Nuclear Station, and lease payment
requirements for the periods shown and to make payments into the Capital Improvement Fund estab-
lished pursuant to the Bor.d Resolution, in amounts at least equal to the minimum requirement therefor,
to provide for needed renewals, replacements and additions to the Authority's plant and facilities. If
the Authority proceeds with construction and operation of Cross No. 2 as presently planned for commer-
cial operation in hiay 1983, it will be necessary for the Authority to implement, effective in hiay 1982,
the rate program which the Authority has authorized to produce revenues of approximately $21,828,000 |
in fiscal year 1983 in excess of revenues estimated to be derived from the rates then in effect.

4. The Consulting Engineer's Certificate required under the Authority's Bond Resolution to issue
the 1979A Bonds can be furnished.

We have reviewed the Ollicial Statement to which this Consulting Enginect's Report is appended and, in
our opinion, the data presented therein which is taken from our report is accurately represented.

Respectfully submitted,

I W. BECK AND ASSOCIATES
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APPENDIX I
Exhitrit A

SOUTII CAROLINA PUBLIC SERVICE AUTIlORITY

Comparison of Rates

(As of December,1978)

Residentir.1 Electric Service

Rate 300 500 700 1,000
Schedule kWh kWh kWh kWh

Authority
Existing (l) (S) RS-78 $13.82 $20.18 $26.20 $35/a

(W) RS-78 13.36 19.04 24.16 31.85

EfIective May 1979(2) (S) RS '.'DR 14.83 22.04 28.89 39.17
(W) RS-79R 14.08 20.49 26.24 34.87

Doke Power Company (3) R 14.26 23.24 32.99 47.63

Carolina Power & Light Company (4) (S) RES-5 15.97 23.02 30.06 40.63
(W) RES-5 15.97 23.02 30.06 38.71

South Carolina Electric & Gas Company (5) 8 16.36 24.27 32.18 44.04

Commercial Service
(300 llours of kW Demand)

Rate 3,000 5,000 7,500
Schedule kWh k%h kWh

Authority
Existing (l) (S) GS-78 $122.00 $185.84 $265.64

(W) GS-78 88.16 137.00 198.05

Effective May 1919(2) (S) GS-79R 119.91 195.45 289.88
(W) GS-79R 101.71 165.25 244.68

Duke Power Company (.3) G 147.12 236.12 333.31

Carolina Power & Light Company (4) SGS-5 111.41 182.36 257.30

South Carolina Electric & Gas (5) 9 153.85 237.75 328.55

Industrial Sersice

Rate 1,0',0 kW 2,000 kW 9,000 kW 40,000 kW
Schedule 500,000 kWh 1,000,000 kWh 5,000,000 kWh 25,C00,000 kWh

Authority
Existing (6) L-78 $10,685.00 $20,270.00 $ 95,000.00 $460,850.00
EfIective Ma',1979(7) L-79R 12,188.00 22,708.00 103,818.00 497,168.00

Duke Power Company (3) I 13,659.01 25,711.51 119,894.01 576,856.51

Carolina Power & Light Company (4) LGS-5 12,495.00 24,765.00 118,075.00 565,2?5.00

South Carolina Electric & Gas (5) 23 13,650.00 26,800.00 127,200.00 610,000.00

Emer rate schedule designated (S); Winter rate schedule designated (W).
(1) Includes fuel adju:tment adder of $.00202/k%h.
(2) Includes fuel adjustment credit of $. A23/k%h.
(3) Includes fuel adjustment adder of $.00179/kWh.
(4) Includes fuel adjustnient adder of $.00059/kWh, fuel adjustment applies to November 1978 billing.
(5) Includes fuel adjustment adder of $.00095/k%h.
(6) Includes fuel adjustment adder of $.00177/kWh.
(7) Includes fuel adjustment credit of $.00406/k%h.
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APPENDIXI
Exhibit B

SOUTII CAROLINA PUBLIC SERVICE AUTIIORITY
Summary of IIistorical Operating Results

Fiscal Year Ended June 30(I)
Twele
Months
Ended

Decem-
ber 31,

1978
1974 1975 1976 1977 1978 (Unsudited)

Requirements:
Demand-kW (00')) 87I 911 943 1,089 1,231 1,231

Energy-kWh (000) (2) 4.678,854 4,745,243 4,996,056 5,682.219 6,437,659 6,525,936

Sales-kWh (000):
Retail (3) 2,172,288 2,240,697 2,264,576 2,527,432 2,717,611 2,882,236

Wholesale (4) 1,795,621 2,018,602 2,220,560 2.576,795 2,843,949 2,891,179

Surplus (5) . 257,052 46,520 25,710 53,654 318,779 203,004

Total Sales 4,224,961 4,305,819 4,510,846 5,157.881 5,880,339 5,976,419

Operating Revenues:
Sales of Electrical Energy-

Firm Sales $41,525,535 $75,806.186 $80,554,225 $92,533,095 $117,743,957 $126,626,766

Surplus Sales 4,219,720 1,021,681 506,960 975,255 7,594,648 4,711,540

Total Sales of Electrical Energy $45,745.255 $76,627,867 $81,071,185 $93,508,350 $ 125,3. 8,605 $131,338,306
_
ja Other-
'4 Land Rentals 452,155 446,964 449,548 459,311 4:,3?3 581,136

SEPA Transmission (6) 320,968 321,272 322,420 322.264 322,107 322.047

Miscellaneous 235,222 210,112 395,808 437,068 432,572 405,913

Total Operating Revenues . $46,753.600 $77,806,215 $82,238,961 $94,726,993 $ 126,574,677 $132,647,402

Operating Expenses:
Production-

Ilydro 5 761,731 $ 816.028 $ 873,173 $ 1,187,721 $ 1,398,102 $ 1,505,594

Steam and Corabustion Turbine (excluding
fuel) 2,258,723 2,740,028 3,603.055 5,785.867 7,486,115 8,266,344

Fuel 23,714,458 37,704,204 42,716,672 46,848,296 76,168,514 81,422,801

Other. 64,097 83,368 162.935 165,973 227,631 484,449

Purchased Power . 3.692,174 13,679,493 2,213,916 8,331,935 2,846,160 2,587,293

Total Power Supply Expense $30,491,183 $55,023,121 $49,569,751 $62.319,792 $ 88,126,522 $ 94,266,481

Transmission Expense 1,244,526 1,241,540 1,525,484 1,922,761 2.237,103 2,401,686

Distribution Expense 626,839 714,509 817,~09 920,531 960,885 1,067,143 g
Customer Accounts 537,629 625,502 748,615 895,972(7) 1,2'7,391(7) 1,310.067(7) 'y
Sales Expense 216,746 147,538 156,473 194,593 230,987 219,671 '
Administrative and General 1,447,790 1,659.906 1,890,733 2,562,405 2,905,444 3,408.116

In Lieu of Taxes 126,466 404,52F '1) 550,482(8) 734,280(8) 658,418(8) 883,274(8)
N
C

Total Operating Expenses . $34,691,179 $59,816,644 $55,259,247 $69.5 50,334 $ 96.396,750 $103,556,438 g
Net Operating Resenues $12.062,421 $17,989,571 $26,979,714 $25,l' 6,659 $ 30,177,927 $ 29,090,964

Other income:
Investment Income 1,424,108 1,864,052 2,806,586 2,800 184 3,481,324 4,155,946

Other Income and income Deductions . I17,919 129,263 12,308 108,060 136,444 235,441



_

Debt Service:
Priority Obligations $ 4,314,635 $ 4,317,573 $ 4,323,527 $ 4,317,371 $ 4,319,365 $ 4,296,717
1971 Series Bonds (9) 737,044 3,460,216 7,123,251 3,066,951 - -

1973 Series Bonds . - - 701,700 701,700 701,701 701,701..

1974 Series Bonds . - - - 496,138 5,138,299 7,211.310
1977 Refunding Series Bonds . - - .- 2,844,978 6,921,786 6,911,330

Total Debt Service $ 5,051,679 $ 7,777,789 $12,148,43 $11.427,134 $ 17,081,151 $ 19,121.058Ixase payments to Central (10) I,936,610 2,105,355 2.412,599 2,983,721 3,354.659 3,582,173
Principal and Interest on Other Obligations (II) - 147,137 1,690.690 1,363,660 1,402,401 1,388,202

Balance after Debt Service, L:ase payments and Other
Obligations

. . _... $ 6,616,159 $ 9,952,605 $13,546.841 $12,316,384 $ 11,957,484 $ 9,390,918Payments to State of South Carolina 1,093,496 763,535 843,996 1,797,497 1,200,564 1,200,383
Payments to Reserve Fund . - - - - - -

Payments into Contingency Fund . 97,200 - 2,352 - - -

Balance Available for Renewals, Replacements, Capital
Additions to Plant and Other Lawful Purposes $ 5,425,463 $ 9,189,070 $12,700,493 $10,518,887 $ 10,756,920 $ 8,190,535

Coverage:
On Priority Obligations . 3.15 4.63 6.89 6.51 7.82 7.79On Debt Service 2.69 2.57 2.45 2.46 1.98 1.75Debt Service, Irase Payments, Other Obligations,

and Contingency Fund Payments 1.92 1.99 1.83 1.78 1.55 1,39

(1) Prepared f.om financial statements of th: Authority, Net revenues not reduced by depreciation, lease payments or inter-
est on long-term debt, for determining revenues available for debt service and other purposes, all in accordance with
the Indenture and Bond Resolutioit

(2) Includes energy wheeled for SEPA.
6 (3) includes large industries and public authorities (military).
W

(4) Includes sales to Central, Berkeley Electric Cooperative, Inc. and the City of Georgetown and the Town of Bamberg,
South Carolina.

(5) Includes surplus sales to SCE&G and CP&L
(6) Revenues received for wheeling SEPA power (SEPA transmission).
(7) Includes Customer Service and Informational Expense.
(8) Includes the following payments to counties recorded as an operating expense:

Fiscal Year
Ended

June 30 Amount

1975 $256,920
1976 282,744
1977 . 441,737
1978 . .

Twelve Months Ended .
358.418

December 31,1978 372,610
In the opinion of Bond Counsel, such amounts are available for debt service coverage but are not reflected in the coser-
age calculations shown in this exhibit.

(9) The 1971 Series Bonds were defeased on March 10,1977, through ti.e issuance of the 1977 Refunding Series Bonds.
(10) Cash basis.
(11) includes bank loans.
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APPENDIX I

Exhibil C
SOUTII CAROLINA PUIILIC SERVICE AUTIIORITY

Projected Operating Results
Fiscal Year Ending June 30(1)

(Dollars in Thouunds)

1979 1980 1981 1982 1983 1984

Requirements:
Demand-MW(2) f,258 1,364 I,474 1,861 2,013 2,177

Energy--GWh(3) 6,515 7,049 7,575 10,488 11,257 12,103

Sales-GWh:
Retail (4) . _ . 2,893 3,063 3,248 5,576 5,814 6,073

Wholesale ($) 3,092 3,401 3,727 4,209 4,696 5,239

Total Sales . 5,985 6,464 6,975 9,785 10,510 11,312

Operating Revenues:
Sales of Electric Energy (6) $144,794 $179,960 $198,744 $307,492 $371,678 $426,657

Other-
land Rentals . 637 658 682 705 705 705

SEPA Transmission 322 322 322 322 322 322

Miscellaneous 452 516 550 573 573 573

Total Operating Revenues $146,205 $181,456 $200,298 $309,092 $373,278 $428,257

Operating Expenses:
Production-

Hydro (7) . . _ _ . .

$ 1,457 $ 1,556 $ 1,723 $ 1,895 $ 2,084 $ 2,293

Steam and Combustion Turbine
(Excluding Fuel) 8,972 8,7 13,252 16,771 20,072 24,246

Fuct 91,809 112,646 112,077 174,214 204,246 238,782
1,310 1,429 1,625 1,788 1,966 2,163Other .._ _.
2,509 2,706 3,020 3,379(8) 3,804(8) 4,306(8)Purchased Power .

Total Power Supply Expense . 1 06,057 $127,055 $131,697 $ 198.047 $232,172 $271,790

Transminion Expense . 2,389 2,699 2,997 3,297 3,626 3,989

Distributkn Expense . 1.036 1,195 1,313 1,444 1,588 1,747

Customer Accounts . 1,114 1,313 1,445 1,590 1,748 1,923
300 314 346 381 419 461Sales Espense . .. .

3,594 4,084 4,484 4,932 5,425 5,967
Administrative & General
In Lieu of Taxes (9) 297 322 351 382 417 455

Total Operating Expenses . $114,787 $136,982 $142,633 $210,073 $245,395 $286,332

Net Operating Revenues $ 31,418 $ 44,474 $ 57,665 $ 99,019 $127,883 $141,925

Other Income:
Investraent income (10) 3,304 3,357 5,245 6,565 7.574 9.887

Other Income and Deductions . 117 132 185 152 171 190

Revenue Available for Debt Service and
Other Purtwies $ 34,839 $ 47,963 $ 63,095 $105,736 $135,628 $152,002

Debt Service (ll)
Priority Obligations $ 4,319 $ 4,322 $ 4,319 $ 4,322 $ 4,319 $ 4.473
1973 Series Evud3 . 702 1,527 1,977(12) 6,494 6,498 6,505

7,211 7,311 8,085 8.038 8,079 8 0761974 Series Bonds _ . .

6,946 6.972 8.291(12) 14,399 14,390 14,3941977 Refunding Series Bonds .
1971 Series Bonds . - 510 1,478(12) 6,938 6,911 6,920

i978 Series Bonds . - . . . . - - 8.053 11,722 12,409 12,254

1979 Series A Bonds (13) ._.. 181 793 793 793 5,976 8,728

Authorized but Unissued Bonds .
Winyah No. 4 Completion

- - - - 5,377 8,252Bonds (14) . ... ..

Additional Summer Bonds (15) - - 238 3,126 3.126 3,126

Total Debt Service on
Authorized Bonds . $ 19,359 $ 21,435 $ 33,234 $ 55,832 $ 67,085 $ 72,728

Additior s1 Unauthorized Bonds
- - 2,025 3,301 4,583 4.533General Improsement Bonds (16)
- - - - - 24,800Cross Ne,2 Bonds (17)

Total Estimated Debt Service on
Authorized and Unauthorized
Bonds _ .

$ 19,359 $ 21,435 $ 35,259 $ 59,133 $ 71,668 $102,111

Lease Payments to Centra 1(18). 4,410 5,235 5,523 5,549 5,549 5,546

Principal and Interest on Other
Obligations (19) 92 89 86 83 80 77

Total Estimated Debt Service,
Lease Payments and Other
Obligation Payments $ 23,861 $ 2^,759 $ 40,868 $ 64,765 $ 77,297 $107,734

Balance Avihkle for Payments to
State of South Carolina, Renewals,
Replacements, Additions to Flznt and
Other Lawful Purposes . $ 10,978 $ 21,204 $ 22,227 $ 40,971 $ 58,331 $ 44,268

Coserage:
Priority Obligations 8.07 11,10 14.61 24.46 31.40 33.98

Total Debt Service on

Total Debt Service on Authorized .
1.80 2,24 1.90 1.89 2.02 2.09Authorized Honds .

and Unauthorized Bonds I.80 2.24 1.79 1.79 1.89 1.49

Total Debt Service, Lease Payment =.
and Other Obligations . 1,46 1.79 1.54 1.63 1.75 1.41
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(1) Net revenues not reduced by depreciation, lease payments or interest on long term debt for determining revenues available
for debt service and other pusposes, att m accoruance with the indenture and Hond Reso'.ution, as amended and supple-
mented.

(2) Projected amounts of demand reflect an August peak which is normally the highest peak during the summer months.
Included in the p:ak demands for fi cal year 0,82 and thereafter are approximately 246 h!W attributable to Alumax.

(3) Includes 198 GWh of energy wheeled for SEPA, based on the present contract entitlement.
(4) Includes assumed sales to Alumax of 11 GWh in fiscal year 1981 and 2,112 GWh in each fiscal year shown thereafter.
(5) Includes sales to Central; the City of Georgetown, South Carohna; and the Town of Hamberg, South Carolina.
(6) Projected revenues from customers in general, other than Central, hase been based on the following: (i) for power deliv-

cries through April,1979, on rates presently in effect; (ii) for power deliveries during the perial hf ay,1979 through
April,1981, on r-tes adopted by the Authority to become effective hf ay,1979; (iii) for power deliveries during the period
May,1981 through April,1982, on rates ado
commencing with power deliveries in Afay, pted by the Authority to become effectise Blay,1981; and (iv) for the period 1982 and continuing thereafter through the term of the projections, on rates
to be hereafter adopted to implement the rate program adopted by the Authority to become effective hf ay,1982, includ-
ing in each case the fuel adjustment provnions of such rates. Resenues to be derived from Central have been projected
on the basis of the present contract terms including adjustments computed in accordance with the F Power Contract, and
that Central will continue to purchase its entire power supply requirements from the Authority. During the period to
January I,1979, revenue from Central re;1ects an interim agreement which provided for a 1.8 mill per kilowatt. hour
surcharge.

(7) Includes normalized hydroelectric generation at 619 million kWh annually.
(8) Includes SEPA power will continue to be purchased under contract terms and in the same amounts as pro ~ided under the

existing contract between the Authority and SEPA.
(9) Does not include certain estimated tax payments payable from the Special Reserve Fund to counties for deterraining pro-

jected rever.uct available for debt service and debt service coverage.
(10) Excludes all interest earned by reason of the investment of moneys in any Construction Fnd or ratable portions of the

Reserve Account during the construction period, established with the proceeds of Honds, all in accordance with the Inden-
ture and Bond Resolution. Assumes existing investment income levels with adjustments for additional investment income
awociated with Reserve Account requirements commencing with the commercial operation of various facilities or the date
to which interest has been funded from Hond proceeds.

(11) The amounts shown are payable from revenues.
(12) Fiscal year 1981 adjusted to reflect an additional 7 months funded interest to June I,1981 on Bonds heretofore issued

which are allocable to Summer Nuclear Station:

Estimated Amount to Be Funded From a Portion of the Proceeds
of Additional Summer Donds

($000)

1973 Series Bonds $2,870
1977 Refunding Series 3,888
1977 Series Bonds 3.207

Total $9,965

(13) Estimated debt service on $110,000,000 at 7.25% annual interest rate; pro rated on the basis of $100,000,000 Winyah
No. 4 (90.91% ) with the final principal maturity occurring July 1,2017 and $10,000,000 General Irr.provements (9.09% ).
Amounts shown reflect the following estimated requirements from revenues:

($000)
_

Fiscal Year Ending General System
June 30: Winyah No. 4 Improvements Total

1979 $ -- $181 $ 181
1980 -- 793 793
1981 -- 793 793
1982 - 793 793
1983 5,133 793 5,976
1984 7,935 793 8,728

(14) Estimated debt service on $104,000,000 authorized but uniuued Donds for Winyah No. 4 at 7.25% annual interest rate
with the final principal maturity occurring July 1,2017 and interest requirements funded from Bond proceeds to Novem-
ber 1,1982.

(15) Estimated debt service on $39,400,000 authorized but uniuued Additional Summer Bonds at 7.25% annual interest rate
with the final principal maturity occurring Ju y 1,2016, and mterest requirements funded to June I,1981.

(16) Estimated debt service on unauthorized Ilonds estimated to be required for 1979 1984 Capital Improvement Program to
fund General Improvements. Amounts shown reflect the expected ivuance in fiscal year 1980 of $30.000,000 of Ilonds
at 6.75% annual interest ra'e with the final principal maturity occurring July 1,2016; and the expected issuance in fiscal
year 1981 of $31,000,000 of Ilonds at 6.75% annual interest rate with interest requirements funded to January 1,1982
and the final principal maturity occurring July 1,2017.

(17) Estimated debt service on unauthori7ed Ilonds estimated to be required for Cross No. 2. Amount shown reflects the
expected issuance of $508,000,000 of Bonds at 6.75% annual interest rate with interest requirements funded to Novem-
ber I,1983 and the final principal maturity occurring July I,2018.

(18) Includes estimated lease payments on II, K, and L I case Contracts.
(19) Principal and interest payments on note held by Bankers Trust of South Carolina.
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APPENDIX II

.Ua"". l''.tp. A. J. W. Hunt and Company "':::'|-|/",:','J;r" "

m. L. DAvig. C.P.A. POST OPPICE SOE SOS
CERTIFIED FUBLIo ACCOUNTANTSw. a. HUNT. C.P.A. COLUMulA.S.C.19302

e. L. Davis. C.P.A. 503 284-81SS
P. m. JONNeON. C.P.A.
E. v. e MITH. C.P.A.
MICNAEL S. STRANSE C.P. A.

T. A. W AITES. JR., C.P. b

MEMBEas
AMERICAN INSTITUTE OF

CERTIFIED PUBLIC
ACCOUNTANTS

September 21,1978

The Advisory Board
South Carolina Public Service Authcrity
Columbia, South Carolina

Gentlemen:

We have examined the balance sheet of the South Carolina Public Service Authority as of June 30,1978,
and June 30,1977, and the related statements of accumulated net revenues, revenue and expenses and changes
in financial position for the five years then ended. Our examination was trade 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. The financial statements as of December
31,1978, and for the period ended that date (indicated "unaudited") were not examined by us and accordingly
no opinion is expressed thereon.

For the year ended June 30,1978, the method used for computing the allowance for funds used during
construction was chanSed, in accordance with Order 561 from the Federal Energy Regulatory Commission.
This resulted in an increase in the amount of interest capitalized by $946,015 with a resultant increase in net
revenues of the same amount. See Note 10.

In our opinion, the accompanying financial statements, except those indicated "unaudited", present fairly
the financial position of the South Carolina Public Service Authority as of June 30,1978, and June 30,1977,
and the results of its operations and changes in financial position for the five years then ended, in conform-
ity with generally accepted accounting principles applied on a consistent basis except as set forth in the
preceding paragraph.

Respectfully submitted,

J. W. HUNT AND COMPANY
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APPENDIX II

Exhibit A

SOUTII CAROLINA PUBLIC SERVICE AUTIIORITY

BALANCE SIIEET

ASSETS

December 31,
1978 June 30, June 30,

(Unaudhed) 1978 1977

ELECTRIC PLANT, AT ORIGINAL COST-Note 2:
Electric plant in service $395,612,296 $377,591,327 $363,498,199

.

Electric plant held for future use 652,775 652,775 739,587

Total 396,265,071 378,244,102 364,237,786

Less, accumulated depreciation 71,596,055 66,412,477 57,600,078

Balance 324,669,016 311,831,625 306,637,708
Construction work in progress 237,990,526 206,158,403 130,524,490

Total 562,659,542 517,990,028 437,162,198

UNEXPENDra FUNDS FROM SALE OF ELECTRIC
SYSTEM EXPANSION REVENUE BONDS-Note 3 189,210,875 217,258,039 55,032,141

IMPOUNDED RESERVE FUNDS-Note 3 150,606,498 154,598,462 90,599,868

OTIIER PIIYSICAL PROPERTY 622,838 622,838 545,508 j.

Less, accumulated depreciation 135,502 132,392 126,190

Balance 487,336 490,446 419.318

CURRENT ASSETS:
Funds held by Trustee 9,682,877 7,311,424 6,376,801
Other funds 2,037,006 5,894,262 2,985,720
Accounts receivable,less allowance for

uncollectible accounts 11,771,249 12,438,059 13,650,309
Accrued interest receivable 663,424 940,931 473,121
Inventories (at average cost):

Fuel 22,215,316 15,713,110 10,941,450
Materials and supplies 2,649,960 1,783,825 1,522,102

Prepayments (insurance, etc.) 501,265 394,177 460,297

Total 49,521,097 44,475,788 36,409,803

DEFERRED DEBITS:
Unc.mortized debt expense 3,170,501 3,223,189 2,562,098
Unamortized loss on reacquired debt 10,546,345 10,738,401 11,125,225
Other deferred charges 746,101 379,586 511,261

Total 14,462,947 14,341,176 14,198,584

Total $966,948,295 $949,153,939 $633,821,912

See Accompanying Notes to Financial Statements.

II-2

jnf7 -qq
lLU/ J 4. u



APPENDIX II

| Exhibit A (Continued)

SOUTII CAROLINA PUBLIC SEF VICE AUTIIORITY

BALANCE SIIEET

LIABILITIES AND OTHER CREDITS

December 31,
1978 June 30, June 30,

(Unaudited) 1978 1977

LONG-TERht DEBT-Note 4:
Priority Obligations $ 73,687,574 $ 74,860,842 $ 76,178,480
Electric System Expansion Revenue Bonds. 736,455,000 737,975,000 424,150,000
Other Long-Term Debt 450,000 1,700,000 3,025,000

Tots! 810,592,574 814,535,842 503,353,480
Unamortized debt discount and

premium-net 12,667,569 12,882,827 7,795,180

LOng-Term Debt-Net . 797,925,005 801,653,015 495,558,300

ACCRUED INTEREST DUE JULY l AND JANUARY l
-FUNDS REh!!TTED TO PAYING AGENT AND
CARRIED AS Ih!POUNDID FUNDS 8,109,077 8,108,685 4,016,950

CONSTRUCTION FUND LIAP'LITIES-
ACCOUNTS PAYABLE 17,901,268 1,965,331 3,015,390

CURRENT LIABILITIES (EXCLUSIVE OF MONTHLY
PAYhf ENTS To TRUSTES FOR DEBT SERVICE
REQUIREh!ENTS-Note 4, AND PAYhfENTS TO
TIIE STATE OF SOUTil CAROLINA-Note 1):

Accounts payable 13,163,134 9,528,424 8,383,968
Customers' deposits 1,554,493 1,491,237 1,210,644
Accrued sums in lieu of taxes 497,022 297,783 275,723
Other 326,430 439,441 402,063

Total 15,541,079 11,756,885 10,272,398

CO\f hflTh!ENTS AND CONTINGENCIES-NOTE 9
AND NOTE 11

LONo-TERh! LEASE COhth!IThiEN TS-NOTE 6 AND
NOTE 6-A

ACCUh1ULATED RESERVE FOR FUTURE RENTAL
PAYh!ENTS 3,882,006 3,538,373 3,133,716

UNAbf 0RTIZED GAIN ON REACQUIRED DEBT 1,840,694 1,994,279 2,321,706

CAPITAL CONTRIBUTIONS-U. S. GOVERNhiE6T
GRANTS 34,438,264 34 438,264 34,438,263

ACCUS1ULATED NET REVENUES-Exhibit B 87,310,902 85,699,107 81,065,189

Total $966,948,295 $949,153,939 $633,821,912

See Accompanying Notes to Financial Statements.
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APPENDIX II

Exhibit B

SOUTII CAROLINA PUBLIC SERVICE AUTIIORITY

STATEMENT OF ACCUMULATED NET REVENUES

Twelve Months
Ended

Dece r31, Year Ended June 30.

Detall (Unaudited) 1978 1977 1976 1975 1974

Accumulated Net Revenues,
Deginning of Period $83,961,034 $81,065,189 $73,884,469 $62,826,474 $55,14 987 $52,139,370

Net Revenue for the Period
-Exhibit C 4,550,248 5,834,482 8,978,217 11,901,990 8,442,022 4,102,113

Total 88,511,282 86,899,671 82,862,686 74,728,464 63,590,009 56,241,483

Distribution to the State of
South Carolina 1,200,380 1,200,564 1,797,497 843.995 763,535 1,093,496

Accumulated Net Revenues,
End of Period $87,310,902 $85,699,107 $81,065,189 $73,884,469 $62,826,474 $55,147,987

See Accompanying Notes to Financial Statements.
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APPENDIX II
Exhibit C

SOUTII CAROLINA PUBLIC SERVICE AUTIIORITY

STATE 3IENT OF REVENUE AND EXPENSES

Twelve Months
Ended

December 31, Year Ended June 30,
1978

(Unaudited) 1978 1977 1976 1975 1974

EtrerRic OPERATINO REvrNUE:
Sales of electricity:

Residential - .. ... .
$ 15,039,415 $ 14,585,306 $ 10,801,508 $ 9,107,234 $ 8.353,991 $ 4,910,431

Commercial and industrial - . 47,084,994 42,202,378 33,995,565 30,095,701 30,592,213 17,051,563
Public street and highway lighting 226,392 222,843 198,978 188,518 I42,023 132,179
Sales to military bases 6,467,463 6,329,365 5,048,561 4,754,426 4,563,793 2,834,407
Sales for resale 62,194,829 61,695,673 43,240,100 36,722.318 33,060,172 20,731,638
Other sales 325,214 303,040 223,638 202,988 115,676 85,037

Total sales of electricity 131,338,307 125,338,605 93,508,350 81,071,185 76,827,868 45,745,255
Other operating income:

Forfeited discoents 161,704 160,847 117,450 112,832 99,884 130,229
Rent from electric property 581.136 481,393 459,311 449,548 446,964 452,155
Income from wheeling 322,047 322.107 322.264 322,420 321,272 320,968
Other income 244,209 271,725 319,618 282,976 110,227 104,994

~

Total other operating income 1,309,096 1,236,072 1,218,643 1,167,776 978,347 1,008,346

Total elec;ric operating revenue . $132,647,403 $126,574,677 $94,726,993 $82,238,961 $77,806,215 $46,753,601
EucrRic Orr RArrso EXPEN$rs:

Operating and maintenance expenses:
Electric power production expenses:

Fuel burned 81,422,801 76,16M,514 46.848,296 42,716,672 37,704,204 23,714,458
Purchased power 2,587,292 2.846,160 8,331,935 2.213,916 13,679,493 3,692,174
Other 11.167,185 10,402,411 8,429,985 5,929,587 4,807,212 4,252,339

~

Total 95,177,278 89,417,085 67 610,216 50,860,175 56,190,909 31,658,971
Transmis4on expenses 5,575,780 4,705,856 a,720,148 3,262,871 2,369,767 2,372,753
Distribution expenses 1,067,143 960,885 920,531 817,709 714,509 626,839
Customer accounting expenses I,310,067 1,273,236 895,972 748,615 625,503 537.629Sales expenses .._ _..

3,408,116 2,905,440 2,562,405 1,890,723 1,659,906 1,447,790

219,671 235,142 194,593 156,473 147,538 216,746
Administrative and general expenses .

Total operating and maintenance
expenses 106,758,055 99,497,644 71,903,865 57,736,566 61,708,132 36,860,728

Depreciation . _ 9,651,122 8,874,910 6,217,354 5,718,361 4,184,041 3,519,208
Sums in lieu of taxes 883,274 658,418 734,278 550,482 404,528 126,466

Total c!cctric operating expenses 117,292,451 109,030,972 78,855,497 64,005,409 66,296,701 40,506.402
OPE RATING INCOME 15,354,952 17,543,705 15,871,496 18,233,552 11,509,514 6,247,199
Orm R INCOME:

Interest income $ 23,198,594 $ 17,159,446 $12,553,297 $12,311,600 $16,998,629 $ 10,738,728Allowance for funds used during con-
struction:

11orrowed funds-prior to July 1,
1977-Note 10 . -

Other than borrowed funds subse-
- 9,298,720 4,673,754 1,918,452 (159,623)

quent to June 30,1977-Note 10 315,275 457,879 - - -

Amortiration of gain (loss) on reac-
-

quired debt-net - (59,397) 227,496 364,951 382,219 398,491
Eliscellaneous-net (33,214) (34,021) (35,803) (59,291) 4,204 (30,557)

Total other income 23,480,655 17,523,907 22,043,710 17,351,014 19,303,504 10,947,039

Total 38,835,607 35,067,612 37,915,206 35,584,566 30,813.018 17,194,238
INTERrST CilARGES:

Interest on long-term debt 42,757,488 35,977,328 28,727,880 23,504,016 22,263,452 13,035,401
Amortization of debt discount and ex-

628,837 391,786 145,149 99,148 70,854 35,737pense
_._ ,

Interest on customers' deposits . - 87,721 79,356 63,960 50,919 36,690 20,987
Allowance for borrowed funds used dur-

ing construction-subsequent to June
30,1977-Note 10 . (9,189,050) (7,215,703) - - - -

Other interest 363 363 - 28,493 - -

Total interest expense 34,285,359 29,233,130 28,936,989 23,682,576 22,370,996 13,092,125

Ntr REvtNun $ 4,550,248 $ 5,834,482 3 8,978,217 $11,901,990 $ 8,442,022 3 4,102.113, ,

See Accompanying Notes to Financial Statements.
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APPENDIX II

Exhibit D |

SOUTII CAROLINA PUBLIC SERVICE AUTIIORITY

STATEMENT OF CIIANGES IN FINANCIAL POSITION

Twelva Months
I:nded

Deet mber 31 Year Ended June 30,
1978

JUn mdited) 1978 1977 1976 1975 1974

WomKzNo CAPITAL pro" int.o:
By operations:

Net income . -. .... $ 4,510,248 $ 5,834,482 $ 8,978,217 $ 11,901,990 $ 8,442,022 $ 4,102,113
Charges (credits) to income not providing

or requiring working capital:
Depreciation -...--.

.. 9,651,122 8,874,910 6,217,354 5,718,361 4,1 P4,041 3.519,208
Amortization of debt discount and

expense .-.. - 560,667 391,786 145,149 99,148 70,854 35,737
Increase in accumulated reserve for

future rental payments . . . 502,722 404,657 104,091 615,212 190,660 359,405
Amortization cl (gain) or loss on re-

acquired debt-net 68,170 59,397 (227,496) (364,951) (382,219) (398,491)

Total from operations 15.332,929 15,565,232 15,217,315 17,969,760 12,505,358 7.617,972
Sale of bonds . . 200,000,000 315,0 @ ,000 - 100,000,000 - 209.000,000
Other borrowed money . - .- ...

- - 525,000 - 5,648,949 -

Increase (decrease) in Construction Fund
liabilities _... 15,634,713 (1,050,059) 393,881 147,900 (1,205,868) 2,191,836

Reduction of current liabilities by bond
refunding --. .. -.

- - 2,508,852 - - -

Increase (decrease) in accrued interest due
July I and January 1-Funds remitted to
paying agent and carried as impounded
funds 8,109,077 4,091,735 (966,615) - - -

Customer contributions for construction (366,430) - 65,035 107,583 85,463 1,542 {Decrease (increase) in other deferred charges 430,316 131,675 39,456 (161,620) (23,601) (336,224)

Total working capital provided. 239,140,605 333,738,583 17,782,924 118,063,623 17,010,301 218,475,126

WORKINo CAPITAL APPtito:
Authorized distribution to the State of South

Carolina . 1,200,380 1,200,564 1,797,497 843,995 763,535 1,093,496
Retirement of long-term debt--..._ 4,018,268 3,817,638 4,872,589 3,540,890 1,218,132 1,171,273

.. -

Increase (decrease) in impounded reserve
funds - -

- 40,913,930 63,998,594 (18,301,478) 901,452 4,030,307 442,989
addition to unamortized debt discount and

expense . . - - . . ..- . .. .
4,805,858 6,140,524 45,529 2,170,468 212,843 3,119,480

-

Increase in electric plant and other physicM
property . -..

105,812,316 89,773,868 87,770,399 83,723,329 58,555,418 60,914,239
Increase (decrease) in unexpended funds

from sale of long-term obligations 86,761,567 162,225,897 (57,401,486) 22,724,469 (59,526,767) 151,202,818

Tota! working capital applied 243,512.319 327,157,085 18,783,0$0 113,904,603 5,253,468 217,944,295

INCRrAsE (DECREASE) IN WORKINo CAPrrAL . $ (4,37I,7I4) $ 6,581,498 $ (1,000,126) $ 4,159,020 $ 11,756,833 $ 530,831

INCRrAsE (DFCREAsE) IN WoRKINo CAPITAL BY
COMPONrNT:

Funds held by Trustee $ 1,379,281 $ 934,620 $ 1,060,148 $ 751,059 $ 2,116.996 $ (1,155,779)
Other funds -

(1,220.189) 2,908,542 (1,328.024) 1,498,728 1,245,202 61,703

Accounts receivable (176,803) (1,212,250) 2,871,971 2,213,587 3,084,805 1,614,042

Accrued interest receivable (144,344) 467,810 (23,572) 112.228 147,750 (89,061)
Inventories 271,423 5,033,383 (174,197) 901,978 3,128,793 4,536,523
Prepayments .. . --

223,205 (66,120) 149,946 53,801 48,863 3,954
Accrued interest on long-term debt 44,78' - 110,500 (1I0,500) -

Accounts payable (4,178,045) (1,144,456) (3,246,085) (1,146,090) 2,432,088 (4,291,110)
Customers deposits (277,232) (280,593) (226,131) (257,690) (171,176) (46,885)
Other current liabilities (34,465) (37,378) (117,354) 9,451 19,068 (130,417)
Accrued sums in lieu of taxes (259,327) (22,060) 33,172 (88,532) (185,056) 27,861

Increase (decrease) in working
capital $ (4,371,714) $ 6,581,498 $ (1,000,126) $ 4,159,020 $ 11,756,833 $ 530,831

..

See Accompanying Notes to Financial Statements.
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APPENDIX II

Exhibit E

SOUTII CAROLINA PUBLIC SERVICE AUTIIORITY

CUSTOMERS' CONTRIllUTIONS FOR CONSTRUCTION,
YEARS ENDED JUNE 30, 1978, AND JUNE 30, 1977

Detall 1978 1977

Accustut ATED BALANCE, BEGINNING OF PEstoD $ - $301,395

ADDITIONAL CONTRIBUTIONS - 65,035,

TOTAL $ - $366,430

BAl.ANCE WRITTEN OFF-credited to electric plant in Service, in
accordance with Order 490 of the Federal Energy Regulatory
Commission-See Note 8 - 366,430

AccustutATED BALANCE, END OF PERIOD $ - $ -

See Accompanying Notes to Financial Statements.
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APPENDIX II

Exhibit F

SOUTII CAROLINA PUBLIC SERVICE AUTIIORITY
NOTES TO FINANCIAL STATEMENTS, JUNE 30,1978 and

(Unaudited) December 31,1978

Note I-Sui., mary of Significant Accounting Policies:

A--GENERAL ACCOUNTING METIIODs. The accounting records of the ,.uthority are maintained in accord-
ance with the Uniform System of Accounts prescribed by the Federal Energy Regulatory Commission (formerly
the Federal Power Commission).

B-ADDITIONS TO PLANT. The cost of additions, renewals and betterments to the electric plant is added
to the electric plant. Such costs include direct labor and material, indirect construction costs (supervision and
engineering) and interest during construction.

C-DEPRECIAT!oN. The Authority provides for depreciation on a straight line br. sis over the estimated
usefullife of the properties.

D-FUEL Costs. Fuel costs ar,, expensed as fuelis consumed. The Authority's electric rates included fuel
adjustment clauses under which fuel costs above or below the base levels included in the various rate schedules
were billed or credited to customers approximately thirty days to six months after such costs were incurred.

E-PENSloN COSTS. Salaries paid by the Authority are subject to withholding and employer contributions
in accordance with the provisions of a State Pension Plan administered by the South Carolina S: ate Retirement
System. Rates are fixed by State statutes.

F-BOND AND INTEREST MATURITIES DUE JULY 1,1977 AND 1978. At June 30,1977, the bond and
interest maturities due July 1,1977, had been remitted to paying agent and were treated on the books and |
financial statements as having been paid on June 30,1977.

At June 30,1978, this was changed. The funds are shown as being held in impounded reserve funds and
the liability is shown therefor. The balance sheet for June 30,1977, has been restated to show funds being
held in such reserve funds. The funds held are as follows:

June 30,

1978 1977

Bonds and coupons, July 1, maturity $10,827,094 $6,318,153

Coupons, prior maturities 35,014 23,073

Total $ 10,862,108 $6,341,226
_

In summary, the bonds and interest maturities were treated as having been paid when remitted to the fiscal
agent. Under the new method, the bonds and interest are treated as paid when the fiscal agent actually pays the
bonds. In the meantime such funds are carried as impounded reserve funds. The years ending prior to July 1,
1976, have not been restated.

G-DISTRIBUTION TO TIIE STATE OF SoUTii CAROLINA. The South Carolina law provides that "The
South Carolina Public Service Authority is a corporation, completely owned by and to be operated for the
benefit of the people of South Carolina and any and all net earnings thereof not necessary or desirable for the
prudent conduct and operation of its business or to pay the principal of and the interest on its bonds, notes,
or other evidences of indebtedaess or other obligations or to fulfill the terms and provisions of any agree-
ments made with the purchasers or holders thereof or others shall be paid over semi-annually to the State
Treasurer for the general funds of the State and shall be used to reduce the tax burdens of the people of this
State." Payments to the State are indicated on exhibit B.
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SOUTII CAROLINA PUilLIC SERVICE AUTIIORITY

NOTES TO FINANCIAL STATEMENTS (Continued) JUNE 30,1978 and
(Unaudited) December 31,1978

Note 2-Electric Plant:

See Note 1 above.

The Central "A-3" System is being acquired through an installment purchase contract (see Note 4),
and the Authority is to receive title to the property upon payment of the full amount of the contract obligation
to Central.

Other property being used by the Authority under long-term lease commitments has not been capitalized.

Note 3--Impounded Reserve Funds IIeld By Trustee and Unexpended Construction
Funds From Sale of Authority Bonds:

Unexpended funds from sale of Authority bonds and impounded reserve funds held by the Trustee for
other specific purposes are maintained and their use restricted in accordance with applicable provisions of
various Trust Indentures and Bond Resolutions, Central System Agreements and the Enabling Act included
in the South Carolina law.

Note 4-Long Term Debt Outstanding:
December 31,

1978 June 30, June 30,
(Unaudited) 1978 1977

PRIOR 17 Y ODLIGATIONS:
ELECTRIC REVENUE BONDS:

Series of 1950, 2.7 % , due serially July
1, 1979-1993 $ 11,120,000 $ 11,355,000 $ 11,560,000

Series of 1967:
Scrial Bonds, 4%, due serially

July 1,1979-1981 440,000 575,000 705,000
Term Bonds, 4.1%, due July 1,

2006 (Sink' g Fund install-m
ments duc July 1, 1982-2006). 50,425,000 50,425,000 50,425,000

Total 50,865,000 51,000.000 51,130,000

REFUNDING BONDS:
Refunding Series of 1973. 5 to 5% %,

due serially July 1, 1979-1989 9,250,000 9,860,000 '0,440,000

CONTRACT OBLIGATION:
Principal (funds expended during

construction) 2,350,247 2,535,004 2,900,619
Accumulated interest during period of

construction 102,327 110,838 127,861

Total 2,452,574 2,645,842 3,028,480

Total Priority Obligations 73,687,574 74,860,842 76,178,480

EXPANSION BONDS:
Electric System Expansion Revenue Bonds,

1973 Series:
Serial Bonds,5% to 5.4%, due serially

July 1,1980-1993 16,545,000 16,545,000 16,545,000
Term Bonds,5.75%, due July 1,2013

(Sinking Fund installments due July
1,1994-2013) 83,455,000 83,455,000 83,455,000

Total 100,000,00$ 100,000,000 100,000,000
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SOUTII CAROLINA PUBLIC SERVICE AUTIIORITY
NOTES TO FINANCIAL STATDfENTS (Continued) JUNE 30,1978 and

(Unaudited) December 31,1978

Note 4-Long-Term Debt Outstanding (Continued):

1 June 30, June 30,
(Unaudited) 1978 1977

Electric System Expansion Revenue Bonds,
1974 Series:

Serial Bot.ds,6% to 6.5%, due serially
July 1,1980-1999 $ 30,140,000 $ 30,140,000 $ 30,140,000. ...

Term Bonds. 6.75%, due July 1,2014
(Sinking Fund installments due July
1,2000-2014) 78,860,000 78.860,000 78,860,000.

Total 109,000,0 5 109,000,000 109,000,000

Electric System Expansion Revenue Bonds,
1977 Refunding Series:

Serial Bonds, 3.4% to 5.7%, due July
1, 1979-1997 64,245,000 65,765,000 66,940,000

Term Bonds,57,6 %, due July 1,2002
(Sinking Fund installments due July
1,1998-2002) 31,495,000 31,495,000 31,495,000..

Term Bonds, 6%, due July 1, 2016
(Sinking Fund installments due July
1,2003-2016) 116,715,000 116,715,000 116,715,000

Tote.1 212,455,000 213,975,000 215,150,000

Electric System Expansion Revenue Bonds,
1977 Series:

Serial Bonds,4% to 5.6%, due July 1,
1982-2002 14,750,000 14,750,000 -

Term Bonds,5 75%, due July 1,2017
(SinFng Fund installments due July
1,20u3-2017) 100,250,000 100,250,000 -

...

Total 115,000,000 115,000,000 -

Electric System Expansion Revenue Bonds,
4978 Series:

Serial Bonds,4.20% to 5.4%, due July
1, 1981-1998 20,340,000 20,340,000 -

Term Bonds, 5.7%, due July 1, 2008
(Sinking Fund installments due July
1, 1999-2008) 32,980,000 32,980,000 -

Term Bonels. 5% %, due July 1, 2018
(Sinking Fimd installments due July
1, 2009-2018) 146,680,000 146,680,000 -

-

Total 200,000,000 200,000,000 -

Total Expansion Bonds 736,455,000 737,975,000 424,150,000
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SOUTII CAROLINA PUBLIC SERVICE AUTIIORITY

NOTES TO FINANCIAL STATE 31ENTS (Continued) JUNE 30,1973 and
(Unaudited) December 31,1978

Note 4-Long-Term Debt Outstanding (Continued):
December 31,

1978 June 30, June 30,
l'naudited 1978 1977

OTIIER LONG-TERM DEBT:

2.325% note dated December 30, 1976 -
due July 1,1977 $ - $ - $ 1,250,000

3.215% note dated December 30, 1976 -
due July 3,1978 - 1,250,000 1,250,000

4% % note dated January 28,1977 - due
serially January 28,1979-1984 450,000 450,000 525,000

Total Other Long-Term Debt 450,000 1,700,000 3,025,000

Total Long-Term Debt $810,592,574 $814,535,842 $503,353,480

The Contract Obligation included above arose through an agreement to purchase certain transmission lines
(generally known as the "A-B" System) from Central Electric Power Cooperative, Inc. Interest at 2% per
annum is payable semi-annually on unpaid principal balances-no interest is payable on the accumulated
interest. Payments on the principal and accumulated interest during construction are due in semi-annual
installments which commenced January 1,1958, and extend over a period of twenty-six (26) additional years.

The Authority is required to make monthly payments from revenue to Corporate Trustees for debt service
as set forth in the related Trust Indenture and Bond Resolutions. Monthly payments to be made during the
fiscal year July 1,1978, through June 30,1979, are approximately $1,606,000.

Note S-Long-Term Debt Refunding:

The Authority refinanced its Electric System Expansion Revenue Bonds,1971 Series, and its Electric
System Expansion Revenue Bonds,1976 Series, with outstanding balances of $99,060,000 and $100,000,000,
rsspectively, on March 10, 1977, by issuing $215,150,000 Electric System Expansion Revenue Bonds,1977
Refunding Series, and $90,920,000 Electric System Expansion Revenue Bonds,1977 Special Obligation Refund-
ing Series. The refunding resulted in a net loss (the difTerence between the net carrying amount of the debt and
the reacquisition price) of $11,244,416. The Uniform System of Accounts prescribed by the Federal Energy
Regulatory Commission (formerly the Federal Power Commission) requires that this loss be amortized over
future accounting periods that will receive the cost reduction benefits of the refinancing.

Net proceeds from the issuance of the 1977 Bonds were used to purchase direct obligations of the United
States of America in the aggregate principal amount of $300,912,100. The Government Obligations were
placed with a Corporate Trustee under an irrevccable Refunding Trust Agreement and will mature in such
amounts and at such time as shall be necessary and sufficient, (a) to pay the principal of and interest on the
1971 Bonds as the same shall become due and payable to and including January 1,1982, (b) to pay the principal
of and interest on the 1976 Bonds as the same shall become due and payable to and including July 1,1986, (c)
to pay on January 1,1982, the full redemption price on the 1971 Bonds maturing after January 1,1982, and (d)
to pay on July 1,1986, the full redemption price on the 1976 Bonds maturing after July 1,1986, and shall bear
interest payable in such amounts and at such times as shall be necessary and sufficient to pay the principal of
and interest on the 1977 Special Refunding Bon 6 as the same shall become due and payable.

The above refinancing was done in accordance with appropriate provisions of the Bond Resolutions author-
izing the issuance of the 1971 and 1976 Revenue Bonds ard such bonds are no longer a lien against the Electric
System Revenues. Since the holders of the refunded Reven.ie Bonds and the 1977 Special Obligation Refunding
Series Bonds must look to the Refunding Trust Fund Trustee for payment of principal and interest, such obliga-
tions are not recorded as liabilities of the Authority. Likewise, U. S. Government Obligations held by the
Trustee for payment of such Bonds are not recorded as assets of the Authority.
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SOUTII CAROLINA PUBLIC SERVICE AUTHORITY
NOTES TO FINANCIAL STATEMENTS (Continued) JUNE 30,1978 and

(Unaudited) December 31,1978

Note 6-Long. Term Lease Commitments:

The Authority has lease contracts with Central Electric Power Cooperative, Inc., covering a steam electric
generation plant and various other facilities. The rental is a sum equal to the interest on and principal of
Central's indebtedness to the Rural Electrification Administration for funds borrowed to construct the facilities
involved. Rental payments are due quarterly. The Authority has an option to purchase the leased properties
at any time during the pcriod of the lease agreements for sum equal to Central's indebtedness remaining
outstanding on the property involved at the time the option is exercised or to return the properties at the termina-
tion of the lease.

Rental payments during the entire life of t' e lease contracts are equal to annual debt service for construction
costs, including interest on funds borrowed for construction.

Total rental expense on these contracts during the years ended June 30,1978, and June 30,1977, aggre-
gated $3,354,658 and $3,08's,811, respectively. Aggregate rental payments due on these contracts in future
years are approximately as follows:

Year ending June 30:
1979 $ 4,114,413
1980 5,183,905
1981 5,298,095
1982 5,460,945
1983 5,562,231

Five-year periods ending June 30:
1988 27,924,359
1993 26,642,574
1998 26,607,011

Remaining years (in total) 47,765,255

Note 6-A-Long-Term Lease Commitments, Decemher 31,1978 (Unaudited):

The Authority presently accounts for leases entered into prior to January 1,1977, in accordance with
generally accepted accounting principles established prior to the issuance of FASB Statement No.13, " Account-
ing for Leases." By 1981, the Authority will have to restate its financial statements to reflect the accounting for
these leases in accordance with the Statement. Capital Icases entered into subsequent to December 31,1976,
amount to $158,707 at cost. Such leases have been capitalized but the efTect on earnings is not material. This
change in accounting principles will result in certain leases being capitalized with an increase (decrease) in the
amounts reflected in the Authority's financial statements as follows:

December 31,

_Det 1978 1977

Electric Plant $ 70,285,000 $63,510,000

Capital Lease Obligations:
Current 1,578,853 1,386,739

Noncurrent 75,389,153 76,968,006

Net Income (decrease) (year ended Dec. 31) (231,000) (628,000)

Future minimum payments, by year and in the aggregate, under the capital leases and non-cancelable
operating leases with initial or remaining terms of one year or more have been estimated to consist of the
following at December 31,1978:
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SOUTH CAROLINA PUBLIC SERVICE AUTIIORITY
NOTES TO FINANCIAL STATEMENTS (Continued) JUNE 30,1978 and

(Unaudited) December 31,1978

Note 6-A-Long-Term Lease Commitments, December 31,1978 (Unaudited) (Continued):

Capital Operating
Detail Leases Ixases

Year ending December 31:
1979 $ 4,176,056 $75,271
1980 4,448,004 11,429
1981 4,517,772 4,887
1982 4,544,097 -

1983 4,543,941 -

Thereafter 95,415,871* -

Total minimum lease payments 117,645,741 $91,587
Less amounts representing interest 40,677,735

Present value of net minimum lease payments $ 76,968,006

* This total does not include approved loans in the amount of $15.969,000, which amounts have not been advanced to Central
and for which no payment schedules can be prepared at this time.

Note 7-Restatement of Gain on Reacquired Debt in Year Ended June 30,1973:

During the fiscal year ended June 30,1973, a gain of $3,913,676 was realized by the Authority on an
early extinguishment of debt accompanied with the issuance of Refunding Bonds. This gain was included in
income on the books but the Federal Power Commission later ruled that such gains should be amortized against
future operations. The accompanying financial statements have been restated to remove the gain frcm 1973
income and amortize such gain over the life of the Refunding Bonds.

Note 8-Customers' Contribution for Construction:

Effective June 30,1977, the Customers' Contribution for Construction in the amount of $366,430 was
charged off and the electric plant in service was reduced by an equal amount. This adjustment has been made
in accordance with Order 490 of the Federal Energy Regulatory Commission. All contributions subsequent to
this date are being credited to plant account._ The balance sheet has been restated as of June 30,1977, to reflect
this change.

Note 9-Commitments:

The Authority's Construction Budget, as adjusted for known changes, provides for expenditures (princi-
pally consisting of Winyah #3, Winyah #4, Summer Plant, Cross #2, Hilton Head Turbine #3, coal cars
and other construction) of approximately $206,900,000 during the fiscal year ending June 30,1979, and
$717,200,000 during later years. The Authority has sold its present general office headquarters and has
purchased land for the construction of a new general headquarters complex.

Note 10-Allowance for Funds Used During Construction:

Allowance for funds used during construction ( AFUDC), a non-cash item, r:flects the cost for the period
of capital devoted to plant under construction. This cost represents interest charges on borrowed funds and a
reasonable rate of return on other funds so used. This accounting practice results in tha inclusion as a com-
ponent of construction cost of amounts of AFUDC. Effective January 1,1977, the Ff P J issued Order 561
which provided a formula for computing a maximum allowable AFUDC rate. The AFUDC rate for year ended
June 30,1978, was 4.64% and for the six months ended December 31,1978 was 5.03% and does not exceed
the maximum allowable rate.
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SOUTII CAROLINA PUBLIC SERVICE AUTilORITY ._ __

NOTES TO FINANCIAL STATEMENTS (Continued) JUNE 30,1978 and
(Unaudited) December 31,1978

Note 10-Allowance for Funds Used During Construction (Continued):

Beginning with fiscal year ended June 30,1978, pursuant to FERC Order, the interest portion of AFUDC
related to borrowed funds has been shown as a reduction in " Interest Charges." The AFUDC resulting from use
of other funds has been credited to other income. Also, interest received on borrowed funds has been credited
to other income.

In prior years, AFUDC was only applied to jobs for which funds were borrowed to finance such jobs. The
net long-term debt (long-term interest paid, less interest income on invested funds) was capitalized on such
jobs. No interest was capitalized on other funds used to finance jobs. Also, in prior years the interest earned
on invested construction funds and allowance for funds during construction was credited to long-term interest
paid. The long-term interest expense shown was the amount of long-term interest expense,less int rest income
on borrowed funds and allowance for funds during construction. The long-term interest for the years ended
prior to July 1,1977, has been restated to separate the components for the years, as follows:

June 30,

1977 1976 1975 1974

Long-term debt-net (shown in
financial statements for year
ended) $ 9,682,047 $ 9,265,248 $ 5,210,423 $ 3,880,404

Restated as:
Other income-interest

income on funds borrowed
for construction $(9,747,113) $(9,565,014) $(15,134,577) $(9,314,620)

Allowance for funds used dur-
ing construction (AFUDC)
---only on borrowed money (9,298,720) (4,673,754) (1,918,452) 159,623

Interest on long-term debt 28,727,880 23,504,016 22,263,452 13,035,401

Balance $ 9,682,047 $ 9,265,248 $ 5,210,423 $ 3,880,404

The change in the method of corr.puting the AFUDC to the method prescribed by the Federal Energy
Regulatory Commission for the year ended June 30,1978, increased the AFUDC for the year, which also
in.reased the net revenue for the year by the same amount, as follows:

AFUDC for borrowed money-increase over the amount that would have been
capitalized under prior method $488,136

AFUDC for other than borrowed funds 457,879

Totalincrease in net revenues $946,015

In comparing the years, the allowance fc; funds used during construction in years ending prior to July 1,
1977 has been shown under "Other Income." Thereafter the comparable item is shown as a reduction of
interest charges.

Note 11-Contingent Liabilities:

As of December 31,1978, the following civil actions against the Authority were pending:

1. Ralph Bell, Jr. vs. S. C. Public Service Authority. This case involves a boundary dispute in which
Plaintiff seeks a restraining order, or, in the alternative " compensation to the Plaintiff for the i:: jury done
to his property."

11-14

1t0/ 1.0-
-,~i

.



-_

- _ _ .

SOUTII CAROLINA PUBLIC SERVICE AUTIIORTIY
NOTES TO FINANCIAL STATEMENTS (Continued) JUNE 30,1978 and

(Unaudited) December 31,1978

Note 11--Contingent Liabilities (Continued):

2. Avinger vs. S. C. Public Service Authority. The statute under which Avinger's property was
condemned provides, in substance, that if condemned land is not flooded within five years, the former
owner has a right for one year to buy the property back at the original price per acre paid by the Authority,
and that the right may be extinguished upon 90 days written notice by the Authority. The Authority has
never given such notice to any landowner. Avinger seeks to buy his family's property back pursuant to the
statute. The Authority has been granted summary judgment in this case and the Plaintiff has appealed to
the South Carolina Supreme Court.

3. Summer Plant Licensing and Nuclear fuel. The Authority presently has certain matters pending
with respect to the licensing of the Summer Nuclear Station (reference is made to the " Regulatory
Matters-Nuclear Matters" section of the Official Statement). Also, the Authority is involved in litigation
with Westinghouse Electric Corporation concerning contracts for the supply of nuclear fuel for the Summer
Nuclear Station (reference is made to the R. W. Beck Report included in the Official Statement " Business
of the Authority-FuelSupply").

.

II-15

itv / l.

. _ . . . . - . . . . . . . . . .



.
..

=

:

I

APPENDIX III
.

Burns and Roe,Inc.

P.O. Box 663 a 283 Route 17 South a Pararnus, New Jersey 07652 s Tel. N.J. (201) 265-8710 - N.Y. (212) $94-9210

Telen 134403 s Cable BUROE PAR AMUS. N. J.

:

}
i Main Office

! 550 Kinderkamack Road
i Oradeu. New Jersey 07649
! t20') 265 2000
; Subject: W. O. 3415
| Santee Cooper
j Winyah Unit 4
-

j
March 30,1979

j Mr. W. C. Mescher, President
; South Carolina Public Service Authority

P.O. Box 396
j Moncks Corner, SC 29461

Dear Mr. Mescher:

The South Carolina Public Service Authority has retained Burns and Roe, Inc. to provide engineering,
design, and construction management services for the Winyah Unit 4 addition to the Winyah Electric Generating
Station located approximately three miles southwest of Georgetown, South Carolina.

[ Burns and Roe, Inc.'s responsibilities will be similar to those provided for the Winyah Units 1 and 2
; recently completed and Unit 3 presently under construction and cover complete engineering and construction
-

management services, and include preparation of plans; specifications; capital cost estimates; economic
analyses; project schedule; review of bids; expediting of vendors and contractors; managing of constructioni
contracts; coordination of contractors; supervision and general direction of contractor work; establishing and

j administering security, first aid and other site programs; assistance in plant startup and test; and all related items
; to result in the complete and successfully operating fourth unit.
!

j The proposed Unit 4 extension to be constructed by South Carolina Public Service Authority will consist
j of a coal-fired steam generator; turbine-generator; cooling water system; and 230 KV switchyard, all complete
! with structures, auxiliary equipment, instrumentation, controls and other associated accessories.
i

This unit will essentially be a duplicate of Winyah Unit 3, and will have a net capability of approximately
| 280,000 KW.

j
The estimated construction cost of the Unit 4 addition is $146,175,000 excludirg interest during construc-

| tion, bond reserve requirements, and expenses of financing. The capital cost estimate attached hereto as
j Exhibit A covers the complete coal-fired generating plant equipment and ecnstruction including the extensica
; of the 230 KV switchyard; engineering and construction management services; South Carolina Public Service
? Authority's expenses; contingency and escalation.
!
. The present site of approximately 2,000 acres is adequate for the structures, cooling water and coal
j handling systems for the proposed Unit 4 expansion.

Soil borings have been made at the locations for the Unit 4 structures and confirm a general continuity in
subsurface conditions that were encountered during the construction of Units 1,2, and 3. The estimate of the

m foundation costs was made on the basis of a design similar to Unit 3.

[ III-1

*^'7 7 ')lLU/ J t t_

_

_ _ _ _ _ . _ _ _ _ .-



The contracts for the steam generator and turbine-generator have been awarded to Riley Stoker Corpora-
tion and Westinghouse Electric Corporation, respectively. The steam generator manufacturer is the same
company that provided this equipment for Units 1,2, and 3. The design of the steam generator will be similar
to Unit 3 and includes the necessary modifications to comply with current regulatory requirements. The design
of the turbine-generator is similar to that provided for the previous units except for the different details
associated with the change in manufacturers from the previous units. The design of the flue gas desulfurization
system is similar to that specified for Unit 3. The contract amounts included in the capital cost estimate
covering the steam generator, the turbine-generator, and the flue gas desulfurization system include limited
escalation and represent approximately forty percent (40%) of the estimated cost of the Unit 4 addition.

The steam generator contract, which was awarded on August 21, 1977, covers all steam generating
equipment including structural steel supports, ducts, breeching, air heaters, fuel-firing equipment and particulate
matter removal. Design of the fuel-firing equipment provides for the firing of pulverized coal. The estimate
covers the ceiling material price for the coal-fired equipment including the base price of $18,145,717 and
allowance for the ceiling escalation of 28%. In addition, the estimate includes the base erection price of
$6,266,946 and an allowance to cover possible labor escalation of 23% on the ceiling manhours.

The turbine-generator contract was awarded through a Letter of Intent dated February 19,1974, at a
total contract price of $10,691,743 and is not subject to escalation for shipment through July 1,1979. It is
r.ow expected that the unit will be shipped in July,1980. A quotation covering the added costs for this later
shipment has been obtained from Westinghouse, and these costs are covered by the capital cost estimate.

The flue gas desulfurization system contract was awarded during February,1979. The construction
permit as issued on February 28,197P, requires the same higher SO removal rates as on Unit 3 to satisfy2

ground level SO concentrations at an area remete from the site. The performance of the purchased equipment2

to meet these revised emission levels is technically feasible and' can be accomplished within the contingency in
the budget.

There have been an additional 30 contracts awarded through December,1978, totaling $14,841,863 for
equipment and site construction work. Items of major significance included within these awarded contracts are
coal handling system, structural steel, piling, and the major foundations for the boiler and turbine plant island.
The capital cost estimate allows $22,578,000 for these awarded contracts. Included within this allowance is
the escalation associated with these contracts.

The estimate for Unit 4 was derived utilizing the experience obtained during the construction of Units 1
and 2 and applying actual escalation amounts experienced to the dates of the estiniaces and the projected cost
escalation for the period up to completion of Unit 4. Several changes in plant design, in addition to those
previously mentioned for the steam ger,erator and the flue gas desulfurization system, must be incorporated in
Unit 4 to comply with current regulatory requirements. We feel that the current estimates contain suflicient
funding to meet these requirements.

The work will be divided into related work packages in a manner similar to that which was followed for
construction of Units 1 and 2 and is presently being followed on Unit 3. Firm prices for the balance of the
materials to be furnished and work to be performed on the plant will be obtained where market conditions
permit. The breakdown of related work packages has been determined, and the cost of each package has been
extracted from the estimated construction costs for the Unit 4 addition. Actual bid prices will be compared
with estimated amounts for each work package. Quarterly cost reports will be made to South Carolina Public
Service Authority reflecting actual cost experience and comparing it with estimated amounts.

The construction schedule calls for initial operation of the unit on December 1,1981, and commercial
operation of the unit on May 1,1982. Unit 4 is planned to be essentially a duplic 1e of Unit 3, and it is our
opinion that by duplicating Unit 3 the construction schedule for Unit 4 may be met. Since other heavy
construction is anticipated in the general area during the construction of this project, an additional contingency
of $5,500,000 has been allowed in the capital cost estimate to cover the possible use of overtime and reduced
p Nuctivity associated with a highly competitive labor construction market.
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The particulate, SO and NO, emission control equipment contemplated will be designed to meet existing2

pollution codes and regulations. The electrostatic precipitator already contracted for under the steam generator
contract for the removal of fly ash from the flue gas is guaranteed to meet the existing pollution codes and regu-
lations, and is essentially a duplicate of those furnished for Units 1,2, and 3. The steam generator is guaranteed
to meet current Federal NO, emission standards. The flue gas desulfurization system will be guaranteed to
meet current Federal SO emission standards. The permit has been granted for Unit 4 based on exceeding the2

removal efficiency required by current Federal SO emission standards in order that the offsite .round concen-2

trations resulting from the overall (four units) station emissions are within allowable limits. A closed cycle
cooling water system utilizing a mechanical draft cooling tower will be incorporated in the design in order to
meet state and Federal thermal discharge regulations.

It is our considered opinion with respect to the Unit 4 addition that:

1. The present plans and designs are suitable for the site and the site is suitable for the Unit 4
addition.

2. The program for construction of an essentially duplicate fourth unit is realistic and the completion
of Unit 4 in accordance with the construction schedule is reasonably assured.

We understand that South Carolina Public Service Authority will make copies of this le* . available to a!.
persons who may consider purchasing Electric System Expansion Revenue Bonds,1979 Seri, . A. We authorize
South Carolina Public Service Authority to cause a copy of this letter to be appended to its Official Statement
with respect to said Bonds.

Very truly yours,

W. II. RICHARDOT
Managerof Projects

WilR:nhd
Attachments
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EXIIIBIT A

CONSTRUCTION COST ESTIMATE |

Direct Construction Costs-Winyah Generating Station-Unit 4

SUMMARY

Account
Number Description Total

310 Land and Land Rights S 0

311 Structures and Improvements 15,482,000

312 Boiler Plant Equipment 69,251,000

314 Turbine Generator Unit 22,452,000

315 Accessory Electrical Equipment 7,850,000

316 Miscellaneous Power Plant Equipment 61,000

353 Station Equipment 2,547,000

TOTAL CONSTRUCTION COST $117,643,000

Engineering, Design & Construction Management $ 10,000,000

Escalation Includedin above accounts

Contingency 11,113,000

Labor Premium Allowance 5,500,000

Other Costs and Expenses 1,919,000

TOTAL COST-GENERATING STATION $ 146,175,000
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APPENDIX IV

FORM OF OPINIOP,S OF WOOD & DAWSON
; AND McNAIR GLENN KONDUROS CORLEY SINGLETARY PORTER & DIBBLE

,

a May ,1979

Board of Directors
Sourit CAROLINA Punuc SERVICE AUTitoRITY

]
Moncks Corner, South Carolina 29461

Dear Sirs:

SOUTII CAROLINA PUBLIC SERVICE AUTHORITY ELECTRIC SYSTEM
j EXPANSION REVENUE BONDS,1979 SERIES A, $110,000,000

i At your request we have examined into the validity of an issue of $110,000,000 South Carolina Public
: Service Authority Electric System Expansion Revenue Bonds,1979 Series A (the "1979A Bonds"), of the

South Carolina Public Service Authority, South Carolina (the " Authority"). The 1979A Bonds are issuable
in ecupon form, registrable as to principal only, in the denomination of $5,000 each, and in fully regi'.tered
form, without coupons, in the denominations of $5,000 or any multiple thereof. The coupon 1979A Bonds

!

are numbered from 1 upwards, and the fully registered 1979A Bonds are numbered from R-1 upwards. The
; coupon 1979A Bonds are dated April 1,1979, and the fully redstered 1979A Bonds, except for fully registered
( 1979A Bonds initially issued, which shall be dated April 1,1979, shall be dated so that no gain or loss of

J
__ interest shall result from exchanges or transfers thereof as provided therein and in the Resolution and Supple-i

mental Resolution hereinafter mentioned. The 1979A Bonds mature on July 1 in each of the years and in
j the principal amounts, and bear interest payable July 1,1979, and semi-annually thereafter on January 1

1 and July 1 at the rates per annum, as follows:

! Interest Interest
| Year Amount Rate Year Amount Rate
j 1980 $ 65,000 5.40 % 1993 $ 1,360,000 5.95 %'

1981 70,000 5.40 1994 1,425,000 6.00
] 1982 70,000 5.40 1995 1,490,000 6.05
! 1983 575,000 5.40 1996 1,565,000 6.10
i 1984 955,000 5.45 1997 1,645,000 6.20
| 1985 985,000 5.50 1998 1,725,000 6.30
j 1986 1,025,000 5.50 1999 1,815,000 6.35
| 1987 1,065,000 5.55 2000 1,915,000 6.40

1988 1,105,000 5.60 2001 2,025,000 6.45!' 1989 1,150,000 5.70 2002 2,135,000 6.50
| 1990 1,195,000 5.75 2003 2,260,000 6.50
i 1991 1,240,000 5.85 2009 16,660,000 6%
| 1992 1,300,000 5.90 2019 63,180,000 6 74

!
J

;

a

N
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The 1979A Bonds maturing on and after July 1,1990, are subject to redemption prior to maturity upon
the terms and conditions set forth therein. The 1979A Bonds recite that they are issued under the authority g
of and in full compliance with the Constitution and statutes of the State of South Carolina, including, particu- =

larly, Act No. 887 of the Acts of the State of South Carolina for 1934, as amended (Code of Laws of South
Carolina 1976, Title 58, Sections 58-31-10 through 58-31-390, inclusive), and under and pursuant to a
resolution adopted by the Board of Directors of the Authority on August 31,1971, as amended (the "Resolu-
tion"), and a resolution supplemental thereto adopted by the said Board of Directors on Apnl 19,1979 (the
" Supplemental Resolution"), for the purpose of financing the cost of acquisition and construction of capital
additions and improvements to the Authority's System (as defined in the Resolution) and for other corporate
purposes of the Authority.

We have examined the Constitution and statutes of the State of South Carolina, and certified copies of
proceedings of the Board of Directors of the Authority authorizing the issuance of the 1979A Bonds, including
the Resolution and Supplemental Resolution, and such other records and documents as we have considered
necessary or appropriate for the purposes of this opinion. We have also examined an executed coupon 1979A
Bond.

In our opinion the 1979A Bonds have been authorized and issued in accordance with the Constitution
and statu:es of the State of South Carolina, and constitute valid and legally binding obligations of the Authority
payable from and secured by a lien upon and pledge of the Revenues (as defined in the Resolution) of the
System, all as set forth and provided in the Resolution, on a parity with the presently outst mding and unpaid
bonds of (a) an issue of $100,000,000 Electric System Expansion Revenue Bonds,1973 Series, (b) an issue
of $109,000,000 Electric System Expansion Revenue Bonds,1974 Series, (c) an issue of $215,150,000
Electric System Expansion Revenue Bonds,1977 Refunding Series, (d) an issue of $115,000,000 Electric
System Expansion Revenue Bonds,1977 Series, and (e) an issue of $200,000,000 Electric System Expansion
Revenue Bonde,1978 Series, heretofore issued pursuant to the Resolution and any bonds hereafter issued
pursuant to tLe Resolution on a parity with said bonds and the 1979A Bonds, subject to a prior lien on said
Revenues for the payment of the principal of and interest on the presently outstanding and unpaid portion of a e
$9,000,000 Contract Obligation of the Authority entered into by the Authority as of January 1,1950, the k

presently outstanding and unpaid bonds of (a) an issue of $15,300,000 Electric Revenue Bonds, Series of 1950,
of the Authority, dated July 1,1950, (b) an issue of $51,600,000 Electric Revenue Bonds, Series of 1967, of
the Authority, dated January 1,1967, and (c) an issue of $12,050,000 Flectric Revenue Bonds, Refunding
Series of 1973, of the Authority, dated April 1,1973 (said Contract Obligion and said bonds being herein-
after referred to, collectively, as the " Original Bonds"), and, so lorig as any of the Original Bonds are outstand-
ing, subject also to the payments required by the Indenture, dated as of July 1,1949, as amended and
supplemented, pursuant to which the Original Bonds were issued and are secured, to be made to the Operating
Fund, Interest Fund, Bond Fund and Debt Service Reserve Fund established pursuant to said Indenture.

It is to be understood that the rights of the holders of the 1979A Bonds under the 1979A Bonds and
under the Resolution and Supplemental Resolution and the enforceability thereof under the same may be
subject to judicial discretion and to valid bankruptcy, insolvency, reorganization, moratorium and oth;r laws
for the relief of debtors.

It is also our opinion that the interest on the 1979A Bonds is exempt from income taxation by tL United ,

States of America under existing law and regulations, and that under the laws of the State of South Carolina,
the 1979A Bonds and the interest thereon are presently exempt from property and income taxation within
said State.

Very truly yours,

f
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