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REPORT OF INDEPENDENT PUBLIC \CCOUNTANTS

To the Advisory Soard and Board of Directors of
South Carolina Public Service Authonity:

We have audited the accompanying balance sheet of the South Carolina Public Service Authonty (a
component unit of the St of South Carolina—No.e 1) as of December 31, 1992 and the relawd
saEments of accumuiated CAMINES rnvested in the business, ranvested earmings, and cash flows for
the year then ended. These financial statements are the responsibility of the Authonty's managernent.
Our responsibility 1 © express an opinion on these financial stements based on our audit. The
financial smtements of the South Carolina Public Service Authonity as of December 31, 1991 and for
the two vears then ended were audited by other auditors whose report dawed February 19, 1992
expressed an unguaiified opiion on those satements.

We conductes our audit in accordance with generaily accepted auditing standards. Those sandards
requure that We Dian and perform the audit to obtain reasonabie assurance about whether the financial
smements are free of matenal missaement. An audit includes examining, on & test basis, endence
supporung the amounts and disclosures 1n the financial stements. An audit also includes assessing
the accounting princples used and significant esumates made by management. as weil as evaluating
the overall financial satement presentation. We believe that our audit provides a reasonable basis for
ouf OPINION.

In our opion. the financial stements referred to above present firly, in all marenal respects, the
financial posinon of the South Carolina Public Service Authority as of December 31, 1992, and the
resuits of 1ts operagions and its cash flows for the year then ended in conformity with generally accepred
e

Llber. Undbraen + (5 .

Charloree, North Carolina
February 17, 1993



BALANCE SHEETS

South Caroiina Public Service Authonry
December 31, 1992 and 1991

ASSETS 1992 1991
(Thousands)
Utileey Plant ~ At Cost:
Electric plant in service $ 2475764 § 2372535
Less accumulated depreciation 746,749 689,810
Eleceric piant in service 1,729,015 1,682,725
Construction in Progress 267 411 150,649
Nuciear fuel - 2t amortzed cost 19,100 19,097
Other Physicai Property (Net of Accumulated Depreciation) 1,497 927
Cash and lavestments Held by Trustee ( Designated) 607,112 430419
Cuarrent Assets:
Cash and investments held bv trustee 46,536 50,023
Bond funds — current portion 99,205 95 444
Accounts recervabie — net of allowance for doubtful accounts
2 of $1,570,000 and §$1,336,000 in 1992 ana 1991, respectrvely 50,288 45,596
Accrued interest recervable 3,329 4,09
Inventories, at average cost:
Fuel (coal and od) 46,506 33 441
Materais and supplies 30,600 32,228
Prepaic cxpenses 586 1,056
Total current assets 277 450 261,878
Deferred Debius and Other Assets:
Unamoruzed debr expense 21,518 16,924
Unamorned los on refunded debt 223,429 217712
Casts to be recovered from future revenue 341,481 317,328
Orher 27,448 23322
Total deferred debits and other assets 613,876 575284
; Tow $ 3515461 § 3120931

|
|
|

The accompanying notes are an integral pan of these financial statements.



LIABILITIES AND CAPITALIZATION

1992 1991
(Thousands)
Long-Term Debt:
Electric Revenue Bonds ~ Prionty Obligations § 44705 § 47245
Electric Sysem Expansion Revenue Bonds 1,516,440 1,670,875
Electric Svstem Revenue Bonds — 27 000
Capitaized lease obligations 52,673 55,820
Revenue Bonds 852,950 367,345
Total long-term debt (net of current poruon) 2,466,768 2,168,285
Less:
Reacquured debt 5,345 5,655
Unamernuzed debt discount and premium — net 42,537 40256
Long-term debt — net 2418886 2122374
Carrent Liabilities:
Current portion of long-term debt 34,266 44 801
Accrued interest on long-term debt 80,506 72296
Commercial paper notes 121,750 124,000
Mini-Bonds 123,795 83514
Accounts payable 28,129 29991
Orher 22,293 15,007
Towl current Liabdities 410,739 369,609
Deferred Credits and Other Non-Current Liabilities:
Construction fund liabilities 25,576 3861
Nucdlear decommussioning costs 24,361 17,007
Unamortzed gain on reacquired debt 566 873
Other 10,797 6,622
Total deferred credits and other non-cutrent Liabilities 61,300 28,363
Commitments and Contingencies
Capitai Contributions — U.S. Government Grants 34,438 34438
Accumulated Earnings Reinvested in the Business 590,098 566,197
Towl § 3515461 § 3,120.981




STATEMENTS OF ACCUMULATED EARNINGS REINVESTED IN THE BUSINESS

South Carolina Public Service Authonty
Years Ended December 31, 1992, 1991, and 1990

1992 1991 1990
Thousanas)
Accumuiated earnings reinvested in the business — DEIBNINE of year § 566,197 § 530869  §49%6.497
Reinvested carnings for the year 29,17 40968 40,001
Total 595.914 571,837 536,498
Distnbution to the State of South Carolina 5816 S.640 5.629
Accumuiated earnings reinvested in the business — end of year $ 590,098 § 566,197  §530.869

B

The accomparnying notes are an integral part of these financial statements.



STATEMENTS OF REINVESTED EARNINGS

South Caralina Public Service Authoriry
Years Ended December 31, 1992, 1991, and 1990

1992 1991 1990
{Thousands)
Operating Revenues:
Sale of cieancity $ 541,725 $ 5577 § 548,066
Orher operating revenues 5,153 4542 5914
Total operating revenues 546.878 562.578 553,980
Operaung Expenses:
Operation expense:
Production 217223 232,219 241682
Prrchased and interchangss sower - net 10,425 9220 5170
Transmussion 3197 3,028 2,708
Distnbution 3,810 3.698 3,048
Customer accounts 3919 3,639 4650
Sales 1,295 1.266 1,263
Admunistrative and general 29,784 41,037 40,711
Maintenance expense 52,365 50213 42,511
Total operation and maintenance expense 532,018 344320 341743
Depreciation and Amonuzation 75,025 70,846 67.538
Sums i bew of taxes 3,643 3364 3426
Towal operating expenses 410,686 418,530 412,707
Operaung Income 136.192 144048 141273
Other income:
Interest incame 21,980 29,302 22858
Other - nax 642 52 14
Towal other income 22,622 29,354 25872
| nterest Charges:
Interest on iong-term debt 129,894 133,619 131,197
Onher 23,356 23,279 19474
Total interest charges 153,250 156,898 150,671
Costs t¢ be recovered from future revenue 24,153 24464 26527
Reivestes Eaming $ 29717 5 40968  § 40001

The accompasying notes are an integral pant of these financial statements.



STATEMENTS OF CASH FLOWS

Uperating AcCtivities
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1992 1991 1990
(Thousands)
Reconaiiation of Cash and Cash Equivaients:
Cash and invesuments held by trustee (designated) $ 607,112 $ 430419 § 197939
Cash and investments held by trustee 46,536 50,023 53,960
Bond funds ~ current portion 99,205 95 444 84,583
Less investments, not considered cash and cash eguivalents 564.357 346,803 209,134
Cash and cash equivaients at the end of the vear $ 188,496 § 229083 § 127348

The accompanying notes are an integral pant of these financial statements.



NOTES TO FINANC L STATEMENTS

NOTE 1 - SUMMA . ¢ . - BIGN IFICANT
ACCOUNTING P~ . ' ES:

A - Reporung Er.: / - 1ne South Carolina Public Service

Authorniry tthe “A .chonty”), a component unit of the State of

South Carolina, was created in 1934 by the State Legisiature,
The Boara of Directors is appointed by the Governor of South
Caralina. The purpose of the Authoriry 1s to provide electnc
power to the people of South Carolina. Capital projects are
‘unded by bonds issued by the Authority and internaily generated
tunds. The Board of Directors sets rates charged to customers to
pay debt service and operating expenses, and to provide funds
required under bond covenants.

B - Svstem of Accounts - The accounung records of the
Authority are maintained substanuaily in accordance with the
Uniform System of Accounts prescnibed by the Federal Energy
Reguiatory Commussion (FERC).

C - Utility Plant - Utilicy plant is recorded at cost, which
includes matenais, labor, overhead, and interest capitalized
dunng construczion. T he costs of fepairs and minor repiacements
are chatped t0 apPropnate OPEration and fLAINENANCE EXDEnse
accounts. [ hie costs of renewals and betterments are capitalized.
The onginal cost of utiliry plant reured ana the cost of removai
/s saivage are charged to accumuiated depreciation.

D - Depreciation - Deprectation ts computed on a straght-line
basts over the esumated usetul lives of the vanous dasses of the
plant. Annuai depreciauon provisions, cxpressed asa percentage
of average depreciable utilify plant in service. were approximately
3.3% for each of the three years in the penod ended December
31, 1992. Amonuation expense related to capitalized leases is
also induded in depreciation expense.

E - Revenue Recognition and Fuel Costs - Substantally all
wholesaie and industnial revenues are billed and recorded at the
end of each month. Revenues for electricity delivered to retail
customers which has not been billed is being accrued. Fuel costs
are refiected in operating expenses as the fuel is consumed.

F- Bond Issuance Costs - Unamortized debt discount. premium
and expense are amortzed 1o income over the terms of the
related debr issues. Unamortuzed gains or iosses on refunded
debt are generaily deferrea and amoruzed to income over the
terms of the debr issues.

G - Cash and Cash Equivaients - For purposes of the satements
of cash flows. the Authority considers highly liquid investments
with a marunty of less than three months and cash on deposic
with financial institutions as cash and cash equivaients. In 1991,
the Author.ty changed the definition of cash and cash equivaients
to include Cash and Investments Held by Trustee (Designated).
H - State Distribution - The distnbution to the state of South
Carolina s determuned utilizing a formuia required under the
1949 Indenture which is based essentially on operating cash
flows and mandatory reserve requirements. Such calculation
varies substantially from reinvested earnings for the year
pnncipally due to costs to be recovered from future revenue and
working capital requirements.

I - Reclassifications - Certan prior vear amounts have been
reciassified to conform with current vear presentation.

NOTE 2 - REGIONAL WATER BYSTEM:

In 1992, the Authoniry’s Board of Directors authorized the
construcuon of a reponal water system. | he Authority executed

2 contract with the Lake Moultrie Water Agency. a joint municipal
water sysiem consisting of the followming members: City of
Summemrile Commussion of Public Works, Town of Moncks
Corner Commussion of Public Works, City of Goose Creek, and
the County of Berkeley. The Lake Moultrie Water Agercy wiil
purchase all of the capacity of the water system and sell such
capacity to the four members. The water system is estimated to
commence initial operation i September 1994 and begin
commercial operation in January 1995. The estimated
construction. costs for the water system + . anproximately
$36,000.000. As of December 31, 1992, the construction co.s
incurred totalled approuimately $2,10% 600

NOTE 3 - COSTS TO BE RECOVERED FROM
FUTURE REVENUE:

The Authonity's elecenc rates are established based upon debt
service and operating fund requirements. Straight-line
depreciation s not considered in the cost of service calculation
used to design rates. The differences between debt pnncipai
matunties (adjusted for the effects of premiums, discounts and
amoruzation of deferred gains and losses) and straight-line
depreciation arc recognized as Costs 1o be recovered from future
revenue. The recovery of outstanding amounts associated with
casts to be recovered from future revenue will coincide with the
reurement of the outstanding long-term debt of the Authory.

NOTE 4 - CASH AND INVESTMENTS HELD BY
TRUSTEE (DESIGNATED):

Unexpended funds from the sale of bonds, debt service
funds, other special funds, and cash and investments are held
and maintained by trustees and their use designated in accordance
with applicable prov -ions of vanous trust indentures. bond
resolutions. iease agreements, and the Enabling Act included in
the South Carolina law. Such funds consist principally of
InvesLments in government secunties carned at amortized cost.
Cash - Cash 1s categornized as follows: Category | indudes bank
balances entirely covered by fed i depository insurance;
Category 2 includes bank balances wat are uncaollateralized or
collateralized with securities held by pledging financial
institutions but not in the Authonty’s name.
lovestments - Trust indentures and resolutions authonze the
Authority to invest in obligations of the U.S. Treasury, agencies,
instrumentalities. and ceruficates of deposit. The Authoniry’s
invesuments consist of U.S. Government securities, certificates
of deposit, and repurchase agreements. The Authonty requires
that securities underlying agreements have a market
value of at least 102 percent of the cost of the repurchase
agreement. At December 31, 1992, the Authonty's repurchase
agreements totalled approximarely $110.511,000.

The Authority’s investments are categorized to give an
indication of the level of risk assumed by the Authoniry at year-
end. Category | includes investments that are insured or
registered or for which the securities are held by trust agents in
the Authority's name. Category 2 includes uninsured ceruficates
pledging financial ingitution but not in the Authority’s name.
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Investments Total
Category  Category  Category  Cawegory  Carrying Marker
1 2 2 Value Value
(Thousands)
Cash ana Investments
Held by Trustee {Designated)
General Improvement Funds........ $ 117911 $ 200 38 § B43 5 118992 §119332
Debt Service Reserve Funds ........ 149,130 1,200 92 37 150,459 159,481
Other Special Funds.......cverecenne, 139398 0 0 (16,670) 122,728 121,503
Funded Interest .o.ovveeecenesrenns 38,239 0 1 0 38,240 39,767
Total Cash ai.o. !5scatments
Held by Trustiee (Designatedi ......... $ 444 678 $ 1,400 131 $(15,790) S 430419 § 440,083
Cash ana Investments
Held by Trustee {Undesignated)
Revenue Fund ...ocooveevveeniininnn, $ 2859 5 0 100 $14025 § 42719 § 42777
Special Reserve Fund................... 7.309 0 0 (5 7.304 7,588
Total Cash and Investments
Held by Trustee (Undesignated) ...... $ 35903 % 0 100 $14026 § 50023 § 50365
e = e e
Bond Funds - Current Portion
T § 8309 $ 0 ] $59977 § 68287 § 6B288
Bond Principal ....cov.ocevnnninrnnnnnene 20,337 0 123 378 20,838 20,967
Funded Interest ........ocooncrvarnnne S B8O 0 0 0 5 880 5 BK0
LLRSE .o cnsnsessee s 439 0 0 0 439 439
Total Bond Funds - Current Portion ... § 34,965 § 0 124 360355 § 95444 § 95574




NOTE S - LONG-TERM DEBT CUTSTANDING:

The Authority's long-term debt at December 31, 1992 ana 1991 consisted of the foliowing:

1992 1991

(Thousands)

Electric Revenue Bonas - Prionity Obligations: (mature through 2006)

Interest rates vary from 2.70% - 4.10% .......

$§ 47245 § 49705

Electric System Expansion Revenue Bonds: (mature througn 2022)

Interest rates vary from 5.00%- 9.10% ......... > 1,539,535 1,695,100
Electric System Revenue Bonds: {marure through 1992) ....... — 40,500
Capitalized lease obligations: {mature througn 2015)

Inteiest rates vary from 2.00% - 5.00% . 55,819 58,871
Revenue Bonds: (mature through 2031)

Interest rates vary from 5.00% - 7.10% ...... 858.435 368910
Total Long-Temm Dbt ......cumiimmmmiarssisssssssuomnsnssessssessnss 2,501,034 2,213,086
Current Portion - Long-Term Dbt ...ocoovninies cirnenes 34,266 44,801

Tontl Lomp-Temm Dob - NES ......coonmivoimmissmsiisssbromresssamisen

boe § 2466768 5 2,168285

—

Maturities of long-term debt througn 1997 are as follows:

Prioney Expansion  Capraized Revenue
Obligations Bonds Leases Bonds Toeal

Year Ending December 31, (Thousands)

1993 ... : § 2540 3 23095 § 3146 § 5485 § 34266
1§ 2,605 24,550 3,225 5.795 36,175
1995. 2,720 26,115 3318 19,645 51,798
1996 .. 2845 29,725 3418 1.220 37.208
1997 ... 2978 31,655 3527 6010 44,167

The fair value of the Authonty's debr is estumated based oo
the quoted market prices for the same or sumilar issues or or, the
current rates offered to the Authonry for debt with the same
remaining matunnies. Based on the borrowng rates cwrenty
available to the Authority for tax-exempt bonds and otber debr
WIth similar terms and average marunties, the fair value of debt
is approxamately $2.8 billion at December 31, 1992,

The Authonity refunds and defeases debt primarily s a means
of reducing debt sernice, thereby pastponing o reducing future
cectric rawe adjusuments. In 1992, the Autherity issued
$168.545.000 in 1992 Refunding Series A Revenue Bonds,

The 1992 Refunding Series A Bonds refunded the following

Electric Sysem Expansion Revenue Bonds: $3,370,000, 1985
Refunding Bonds: §5,405,000. 1985 Refunding Series A Bonds:
$22,555,000. 1988 Refunding Series A Bonds; $100,010,000,
1986 Refunding Series A Bonds: and $15,370,000. 1991 Series
B Revenue Bonds; and $12,085.000, 1991 Series D Revenue
Bonds. The refunding resulted in the Authority reducing i
total debt service by approximately $28,597 000 and obtaining
an economic gain of approximately $ 10,268,000 after adjusting
for funds used from the refunding of other than the 1992
Refunding Series A Bond proceeds.




Amounts outstanding, oniginal loss on refunding, and the unamorized loss at December 31, 1992 foliow:

Refunding issue Refunded Bonds Refunded
Outstanding Loss Loss
Thousands)
1977 Refunaing 1971 and 1976 Series § — § 11244 £ 5419
1982 § 100,000 of the 1981 Series C
M $ 127,000 of the 1982 Senies A — 61,588 1.023
1985 Refunding § 150,000 of the 1982 Senies B — 30.570 3392
Cash Defasance § 20.000 of the 1982 Series A — 2763 2,174
1986 AXB Refunaing § 42725 of the 1980 Senies A
$ 42.000 of the 198) Senes A
§ 61.000 of the 1981 Scries B
§  4.420 of che 1981 Scries C
$ 7820 of the 1982 Senies A
§ 9.010 of the 1982 Scries B - 43,736 16,288
1986 C&D Refunding $280.275 of the 1982 Refunding Series — 97,109 85,158
1987 A Refunding $160,510 of the 1985 Refunding Se:ies 160,510 48,038 39.891
1988 A Refunding ¥ 18220 of the 1980 Senies A
§ 18315 of the 1981 Scnies A
$ 9.110 of the 1982 Refunding Series
$ 5.000 of the 198$ Refunding Senes
$120.890 of the 1985 Refunding Series A 125,890 28,644 23,195
1991 A B&C Refunding &
Improvement Senies $ 4,855 of the 1980 Series A
§ B8.075 of the 198] Series A
§ 13,500 of the 1985 Series
§ 32.500 of the 1985 Refunding Series 32,500 4.856 4,288
Commercial Paper § 27.000 of the 1985 Subordinate Series — 495 413
1992 A Refunding § 5405 of the 1985 Rejunding Series A
§ 3370 of che 1985 Refunding Series
$100,010 of the 1986 Refunding Series A
§ 22555 of the 1988 Refunding Series A
§ 15370 of the 1991 Refunding Series B
§ 12.085 of the 1991 Series D 158,795 42,188 42,188
Total $ 477695 $ 372231 § 223429
_—
The Authority's bond indentures provide for certain replacements, and renewals thereof.
regtnctions. the most significant of which are: 2. The Authoriry is restncied from wsuing additional parity
l.mwmmmﬂhﬁmuﬁdemtom bonds unless certn conditions are mex.
m&hmwh‘mmw AdeSl.l”Z.dnhnMykinmﬂﬂiuc
fund requirements. and all costs of operation and maintenance with all debt covenants.

oftheAuz'nm’sdmcmandnﬂwmpuu.



NOTE 6 - REVENUE BONDS
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Nuclear tuel costs are being amomnzed based on energy
cxpended whuch inciudes a component for esumated disposal
costs of spent nuciear fuel. Thisamoruzation s included in; fuel
cxpense and is recovered througn the Authonty's rates.

SCE&G has an on-site spent fuel storage capability until at
‘east 2008 ana expects to be abie 10 expand its storage capacity
15 accommodate the spent fuel outnut for the life of the plant
througn rod consolidation. dry cask storage, of other technoiogy
as 1t becomes avadable. In addition. were i sufficient on-site
storage capacity over the life of Summer Nudear Station to
permnt storage of the entire reactor core in the event that
compiete unicading should become aesirable or necessary for
any reason.

The Nudear Regulatory Commussion (NRC) has published
final reguiations on decommussioning of nudear facilities that
require 3 Licensee of 2 nudear reactor to provide minumum
financial assurance of its ability to aecommission its nuciear
facilities. In order to comply with the appiicable NRC
regulations, the Authornty estabiished an external trust fund
and began making deposits into tus fund in September 990,
A se-speainc decommussioning stuay was compieted in 1991
indscating approumatery $76.266.000 (the Authonitys one
thurd share) in 1990 dollars waii be required to decommussion
Summer Nuclear Station. The Authonity accrues for its share of
the esumated decommussioning costs over the remaining life of
the facility. These coss are being recovered through the
Authority's rates. Decommussioning costs are included on the
balance sheet 1n deferred credits ana other non-current lizbilities.

In aadition to prowviding for the minimum requirements
imposed by the NRC, the Authonty established in 1983 2n
internal decommussioning account. Based on the current site-
speafic decommussioning studv, these funds, which totalied
approxumately $20,819,000 at December 31, 1992, along with
future deposits into both the external and internal
decommussioning accounts and investment earnings, are
estumated 1o provide sufficient funds for the Authority's one-
third share of the total decommussioning costs.

SCE&G has determined thar the Summer Nudear Station
SIeam generators must be replaced due to stress corrosion
cradung. SCE&G esumates repiacement of the steam generators
wiil cost approxumately $156 muilion, of which the Authoriry's
share will be approuumately $52 million, exclusive of the
Authonty’s indirect costs. Replacement of the generators i
scheduled for 1994. SCE&G has filed suit against the man-
of the generators. The ultimate outcome of the daim cannot be
determuned ar this time, accordingly no benefit has been
recorded in the financial statements.

The supplier under the onginal uranium supply contract
breached the contract in 1975 due to uranium market
conditions. SCE&G initiated action seeking specific
performance of the contract provisions. and a final sertiement
was reached and approved by all parties in April 1980. By terms
of the scriement, the Authority bas rcerved approximarely
§10,243.000 in cash as partial serement of the lawsuir.
Additionalty. the agreement provides for delivery of uranium,
long-term delivenes of equipment and services (induding
conversion and fue fabrication) at 2 discount. The cash and
discounts recerved which approximated $16,572,000, were
recorded as deferred credits. During the three prior refueling

outages, deferred credits and related interest were used to offser
additional fue] costs associated with replacement energy during
the refucling outages. The remaining deferred credits of
$379.000 wili be usea dunng the scheduled refueling outage in
1993,

The Energy Policy Act of 1992 gawe the Department of
Energy (DOE) the authority to assess utilities for the
decommussioning of its facilities usea for the ennchment
sranum inciuded in nuciear fuel costs. in order to decommission
these facilities, the DOE estimates that it would need to
udﬁthaunddSlS0.000.ownuud!yforﬁfma(IS)m
based on ennichment services to date. Based on an estimate
from SCE&G the fifteen years, the Authority at
December31, 1992, recorded its one-third share of the liabilicy
which totalled $3,529 000. Such amount has been deferred
and will be recovered through rates as paid. These costs are
included on the balance sheet in deferred credits and other non-
current jiabilities.

The maximum liability for public claims ansing from any
nuclear incident has been established at §7.8 billion by the
Price-Anderson indemmnufication Act. This §7.8 billion wouid
be covered by nuciear liability insurance of up to $200 million
pet site, with any additional Liability covered by retrospective
assessments of up to $66.15 million per licensee for each
nudiear incident occurring at any reactor in the United States
(payable at 3 rate not to exceed $10 million per incident per
vear). Based on its one-third interest in Summer Nudear
Station. the Authority wouid be responsible for the maximum
assessment of $22.05 muilion, not to exceed approximarely
$33 million per inaident, per year. This amount 1s subject to
further increases to reflect the increase of (i) inflation, (ii) the
licensing for operation of additional nuciear reactors, and (iii)
any increase in the amount of commercial liability insurance
required to be maintained by the NRC.

Additionally, SCE&G and the Authority maintain with
Amencan Nudear insurers (AN]) and Nudear Electnc insurance
Limited (NEIL) $500 milion pnmary and $1.325 billion
“XCESS Propernty and decontaminauon insurance to cover the
costs of cleanup of the facility in the event of an accident. In
addition to the premuums paid on the excess policy, SCE&G
and the Authonty could also be assessed a retroactive premum,
not to exceed 7.5 times the annual premium, in the event of
property damage to any nuclear generating facilicy covered by
NEIL. Based on the current annual premsum and the Authority’s
one-third interest, the Authoritys maximum retroactive
premium would be $1.9 miilion.

The Authonty is self-insumd for any retroactrve premuum
assessments, claims in excess of sated coverage, of cost increases
due to the purchase of replacement power.

NOTE 9 - LEASES:

Power Cooperatve, Inc. (Central), covening a steam electnic
generauing plant, transmussion facilities, and vanous other
facilities. The lease terms range from threr 1o rwenty-three
menamdylecpaymnmbmdommequﬂmd:
interest on, and principal of, Central’s indebtedness to the
Rural Hearification Administration for funds borrowed to
construct the above-menuoned facilities. The Authority has
opuons to purchase the leased properties at any ume during the



penod of the lease agreements for sums equal to Centrals
ndebtedness remaining outstanding on the properties at the
(ume the OPLIONS AT CXEITISed Of 1O rerurn the propertes at the
termunation of the jease. The Authonty plans to exercise cach
and every option 1o acguire ownerstup of such facilities prior to
sxpiration of the leases.

Future minimum lease payments on Central leases, at
December 31, 1992 were:

Years ending December 31: Amount
Thousands)

| . SO SR $ 5259
', SR SN 5.240
|, R . 5.233
I cecinssnicns 5,228
1 f TS Y PREH S Y. 5229
TR e v o e e st 51,608
Total aufunum icase PIYMEnts. ..., T7.797
Less, amounts representing interest ........ 21977
Balance at December 31, 1992 ..............  §55,820

Property under capitalized ieases and related accumulated
amortzation included in utdity plant at December 31, 1992,
totalled $100,995,000 ana §54.491.000. tv, and at
December 31, 1991, totailed $101,400,000 and $51,900,000,

Operating lease payments auring the years ended December
31, 1992, 1991, and 1990 totatled $1,021,000, $1.431.000,
and $1.159,000, respectively.

NOTE 10 - CONTRACT WITH CENTRAL ELECTRIC
POWER COOPERATIVE, INC.:

Power supply and transmussion services are provided to
Central in accordance with the Power System Coordination
and Integration Agreement dated january 19, 1981, and
amended as of March 31, 1988. The amendment provides for
a change in the Authoritys rate-making methodalogy for
Central. The Autbonty will be the sole supplier of Central’s
energy needs excluding energy Central receives from the
Southeastern Power Administration and SCE&G.

NOTE 11 - COMMITMENTS AND CONTINGENCIES:

Budger - The Authority s capital budget provides for expendinures
of approximately $392.400.000 during the year ending
December 31, 1993, and $387,100,000 during each of the two
years thereafter. These projects will be financed by internaily
generated funds and additional bo
Future Generation - The Authonry’s Board of Directors has
approved the construction of 3 second S40-megawart coai-
fused electric generating unut at the Cross Plant with power
generation to begin no later than May 1995,

The estumated cost of construction i expected to total
approximately $484.0 million which indudes $441.5 million
for the generaung unit, $25.9 million for reiated transmussion

facilities, $9.3 million for coal cars, and $7.3 million for the
initial coal stockpile.

Purchase Commitments - The Authonty has contracted for
long-term coal purchases under contracts with L
minumum obligations at December 31, 1992 as follows:

Years ending December 31: Amount

(Thousands)
L P R R N | § 130,659
1994 ...... 120,875
1995....... 120875
L S 120,875
1997 .. 120,875
Thereafier " 354,360
Tozal § 969,119

The Authontys outstanding munimum obligations uader
exisung purchased power contracts as of December 31, 1992,
were approximately §139.7 million. The terms of the contraces
range from 3 to 43 yeans.

The Authority has commtments for 1993 of approximately
$3.5 milion under the joint ownerstup agreement with SCEA G
for the purchase, conversion, ennchment, and fabrication of
urannam.

Clean Air Act - The Authority endeavors to ensure that its

facilities comply with appiicable environmental reguiations
and standards.

Congress has promulgated comprehensive amendments to
the Clean Air Act. indluding the addition of a new federal

and nitrogen axide. While the iegisiation contains a number of
new restnictions, the most significant new requirements, relating
to aad precipitation, would not begin to impact the Authoriry
until the year 2000.

Energy Policy Act of 1992 - The Energy Palicy Act of 1992
(Energy Act) promotes energy efficiency, alternauve fuel use,
and increased competition for electric utilities and will have s
significant impact on the wtility industry. Under the Energy
Act, Independent Power Producers (IPPs) are allowed acoess to
a utility’s transmission lines to sell their electicity to other
utilities, thus enhancing their incentive to build generation
plans for the uziliry's large industnial and commercial customens.
At thus time, the Authonty is not able to determine what impact
open transmussion access will have on the financial results of the
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NOTE 12 - RETIREMENT BENEFITS:

Substantially all Authority full-time empiovess must
parucipate 10 the South Carolina Retirement System (System ),
i cost-shanng, multipie-empioyer public empioyee retirement
system. [he payroll for empioyees covered by the System for
cach of the vears ended December 31, 1992, 1991, and 1990,
was $61,558,000, §57.125,000. and $53.355.000, respectrvely.

Vested empioyees who reure at age 65 or with 30 yeans of
service at any age are entited to a reurement benefit, payadle
monthly for iife. The annual benefit amount s equai to 1.82
percent of their average final compensation tmes years of
service. Benefits fully vest on reaching five vears of service
Reduced retrement benefits are pavable as carty as age 55. The
System also provides death and disability benefits. Benefits are
established by state statute.

Empioyees are required by state swnute to contnibute 6
percent of salary. The Authonry is required by the same statute
to contribute 7.55 percent of totai payroll. The contribution
requirement for =xcn o) “he years ended Deceraier 31, 1992,
1991, and 1990 was 34.742,000, $4.449.000. and $4,109.000
from the Authortv and $3.6R9.000. $3.431.000. and
$3.198.000 from empiovees.

An actuarial valuation is performed for the System annuaily.
At the most recent valuation date. june 30. 1992, the pension
benefit obligation for retired and active members was
approximately $11.5 billion. The amortzed cost of assets of the
Svstem v as approxmatety $8.4 billion. The unfunded pension
obligauon was approxmately §3.1 billion. The pension benefit
obligation is 3 suandardized measure of the present value of
pension benefits, adiusted for the effecs of projected salary
increases, estumated to be payable in the furure as 2 result of
empiovee service to date. The measure, which is an actuanal
present value of credited projected benefits, is intended to heip
users assess the System funding status on a going-concemn basis,
assess progress made 10 accumulaung sufficient assets o pay
benefits when due. and make compansons among public
smpiover reurement systems. [ hie Svstem does not make separate
measurements of assets and benefits payable for indmvidual
empioyers. The Authority's contribution represented
approximately one and a haif percent of the total contnbution
to the System.

Ten-year histoncal trend information showing the System's
progress in acoumulating sufficient assets to pay benefits when
due is presented in the Systems june 30, 1992, Comprehensive
Annual Financal Report.

The Authority also provides deferred compensation benefits
to certaun employees who are eligibie to retire with ten years of
service and have reached the age of 50. The cost of these benehns
is accrued on an actuanaily determined basis  As of December
31,1992, there were 29 active participants and 22 retirees. The
accrued liability at December 31, 1992 and 1991 was

approximately §2,956.000 and $2.676.000, respectively.
NOTE 13 - OTHER POST-RETIREMENT BENEPITS:

The Authonty provides cemamn health, denwml, and life
insurance benefits for retired emplovess. Substanuaily all of the
Authonity's employees may become cligible for these benefits if
they reure at any age with 30 years of service or at age 60 with
at least 20 years of service. Caurrently, approximately 230 retirees
meamumqum]hmmthehnkh.dmdmdh&

insurance benefits are 1zed as CXpense as the premiums are
pad. For the yearsended December 31,1992, 1991, and 1990,
these costs totalled $371,000, $329.000, and $279,000,
respectively.

During thewr first ten yeans of service, full-time permanent
cmpioyees can eamn up to 15 davs vacation icave per yeat. After
ten years of service, empioyees eam an additional day vacation
leave for each vear of service over ten until they reach the
maxumum of 25 davs per year. Empiovees carn annually a half
day per month plus thee additional days at vear end for sick
leave.

Employees may carry forward up to 45 days of vacation leave
and 180 days of sick lcave from one calendar vear to the next.
Upon termination, the Authority pays employees for
accumulated vacation leave at the pay rate then in effece. In
addition, the Authonrty pays empioyess upon reurement 20
percent of their accumulated sick leave at the pay rate then in
etfect. These costs are carned as a deferred debit and a liability
on the balance sheet and will be recovered through rates as they

are pad.
NOTE 14 - CREDIT RISK AND MAJOR CUSTOMERS:

Concentrations of credit risk with respect to the recervables
are umited due to the large number of austomess in the Authority's
customer base and their dispersion across different industnes.
The Authority maintains an allowance for uncollectible accounts
based upon the expected collectibility of all accounts recervable.

Sales to two major customers for the years ended December
31, were:

1992 199] 1990
(Thousands)
Centra $236,000 5242000 § 225,000
Alumax of South
Carolina, Inc.
(Alumax) $ B2000 § BROOO § 84000

During calendar vears 1988 through 1990, Alumax recerved
rate relief of $4.4 million which is sublect to repayzaent if the
monthly pnce of alumnum i $.72 per pound or more as stated
i 1986 dallars. Alumax is not eligible for any additional rate
relief. On December 31, 1993, Alumax's obligation to repay
such rate relief will end.

Subsequent to year end, Alumax has announced ;213@
temporary reduction in production at their plant by the
Authonry. The Authority does not believe the impact of this
item will be materal.

NOTE 15 - STORM DAMAGE:

On Seprember 21, 1989, the Authority's symem was sub-
stantially damaged by Hurncane Hugo. Througn December
1992, the Authonty has incurred costs of §224
mllion to repair and replace and systems.
Subnnmﬂyaundmhsnbmﬁmddbynm
proceeds and Federal Assistance

mMmde‘::wwmm:m@m:dmnh
impact of Hurncane Hugo and foresees no measurable long-
1£1m UMpact o (s operations or the demand for elecencity by its
Customers.



