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About The Company
South Carolina Electric &
Gas Com i$ an investor-
owned u involved in the
tion, mission and
tribution of electricity and in
the purchase, transmission and
distributio:&f natural ga:. The
Company provides bus set-
vice in the itan areas of
Columbia and ton.

The Com has approxi-
mately 36(5,4(3‘n il electric cus-
tomers in its service area, which
encompasses about half of South
Carolina. The Company also
sells electricity to five coopera-
tives, three municipalities and
one public power body which, in
turn, resell the electricity to their
customers.

Natural gas is sold directly to
:?'é‘fm’”mm' "o another 85,000

to another 85,
customers who purchase natural
gas from the Company’s eleven
tholeule mc}':nm”' 'he Com-

s na service area
covers more tlust‘\sw% of South
Carolina. The Company also
sells gas to approxi-
mately 4,200 retail customers.

Annual Meeting

The Company will hold
its 1984 Annual Meeting of
Stockholders ‘::”1“0'%) al‘)né-i on
"wnmyl ’ at
Seawell’s at the Fairgrounds,
1200 Rosewood Drive in Co-
lumbia, South Carolina. Prox-
ies will be mailed to our com-
mon stockholders in March.
Stockholders who are unable
to attend the Annual Meet-
ing should return their proxy
promptly by mail.
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ABOUT THE COVER: V. C.
Summer Nuclear Station, located
near Jenkinsville, South Carolina,
commenced commercial operation
]anu% 1, 1984. Summer Station, a
900,000 kilowatt electric generatin
facility, is jointly owned by SCE
and the South Carolina Public Ser-
vice Authority.



Financial And Operating Highlights
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Increase
1985 1982 (Decrease)
\ ons of Dolla veept
fatist ind per share nounts
Financial
Earnings Per Shar2 of Common Stock ~ 2.29 - 2.08 10.1
Dividends Declared Per Share of Common Stock $ 2.00 $ 1.92 .2
lotal Operating Revenues $ 974.7 $ 843.1 15.6
fotal Operating Expenses $ 8248 $ 703.4 17.3
| Earnings Available for Coramon Stock $ 868 $ 714 21.6
| Common Stoc k Outstanding
| Average | lhousands) 37,844 34,387 10.1
Year-End (Thousands) 38,728 36,526 6.0
Construction Expenditures $ 181.7 $ 200.1 (9.2)
Gross Utility Plant $2,509.6 $2.411.5 3.1
Common Stockholders’ Equit; $ 709.9 $ 6591 7 !
Book Value Per Share of Common Stock (Year-End) $ 18.33 $ 1805 1.6
Electric Operations
Electric Operating Revenues $ 634.1 $ 574.1 10.5
Sales x\hl{mn KWH) 12,063 11,490 5.0
Customers (Yeac-End) 366,424 356,709 2.7
Generating Capability—Net MW (Year-End) 3,359 3,359
Territorial Peak Demand — Net My 2,700 2.463 9.6
Gas Operations
Gas Operating Revenues $ 3373 $ 2664 26.6
Sales (Thousand Therms) 571,429 590,257 13.8
Customers (Year-End) 187,638 186,320 7
Transit Operations
[ransit Operating Revenues $ 3.3 $ 2.6 26.9
Revenue f"ls\('l’l):,l‘r\ Carried (Thousands) 9,744 10,720 9.1)
Note: Includes transactiors of Carolina Energies, Inc. since April 1, 1982
per Common Share Dividends Declared Return on Year-End

(aokers) Common Share
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Fellow Shareholders:

We are ;‘lt'.l\(’d to present
this report of operations of South
Carolina Electnic & Gas Com
vanv and the achievements of
S‘H*\ that establish a strong foun
dation for its future progress
I'he Company’s financial condi
tion registered unprn\ ements
during 1983. Earnings per com
mon share increased 10% tc
$2.29. Aiits January 1984 regular
meeting, the Board of Directors
raised the dividend per common
share to an indic \mxs annual
rate of $2.05, marking the 31st
vear of the last 32 that our divi
dend rate has been increased

Our newest electric generat
ing facility, the V. C. Summer
Nuclear Station, reached 100
reactor power on June 10, 1983
and was placed in commercial
operation january 1, 1984. This
;\gdnt is consistently meeting or
surpassing industry and regula-
tory standards, setting the
benchmark for its future
\‘Pt'fdfll"\

We were }‘lx‘.l\t'd to see the
Company’s successful efforts to
ward greater efficiency recog
nized in two significant ways in
1983. The nationally known
firm of Cresap, McCormick and
Paget, Inc. cited efficiency and
economy as strengths of SCE&G
in its report issued at the comple
tion of an eight-month manage
ment audit mandated by the
South Carolina Public Service
Commission. In the generally
laudatory report, the auditors
cited as benefits to our customers
effective top management deci
sions, staff reductions, innova
tive d}\pn vaches to securing nu
clear fuel, sound strategic and
upvmtmnnl planning and im
plementation of management
systems and procedures. A
number of recommendations for
improvement have been imple
mented or are already under re
view by vour management

Further, our 1982 system
heat rate was recognized by Elec
tric Light & Power magazine
which ranked SCE&G third in
the nation in its 1983 survey

of thermal efficiency of the top
100 investor-owned utilities

I'he Company continued its
efforts in 1983 to hold the line
on personnel and administra
tive costs through continuation
of a hiring freeze Hﬂ}‘L‘K‘.h nta
tion of an early retirement in
centive program resulting in es
timated annual savings of about
$5 million, overtime restrictions
and the addition of 150,000
man-hours per vear at no extra
cost through use of a uniform 40
hour work week

We have ¢ \lm;‘ll’!(’d the move
into our new corporate head
quarters and expect higher levels
of employee productivity to result
from the consolidation of offices
prev iously housed at thirteen dif
terent locations

I'he consolidation of our gas
operations « ontinued during
the year. The Company aggres
sively sought to compete with

lower-priced alternatives to natu
ral gas in industrial markets and
recovered some of the market
previously lost. During 1984 w
will seek to continue to improve
our gas operations by further de
veloping our customer base
through an extensive marketing
program

In another major etficiency
move, construction remains on
schedule as we convert our 580
megawatt Williams Station from
in oil-fired to a coal-fired plant
This project will be completed by
the summer of 1984 and is ex
pected to save our customers mil
flul\‘w of dollars in fuel costs over
the life of the plant

Hearings were held by the
South Carolina Public Service
Commission in January 1984 on
the Company’s request for an
electric rate increase to cover the
op<rating and « apital costs asso

clated with Summer Station’s



commercial operation. A deci-
sion is ex in March. A  re-
vious electric rate order from the
PSC was appealed by the Com-

in 1983. In February 1984

th Carolina Circuit Court

remanded that order to the PSC
for further consideration.

During 1983 the South Caro-
lina Legislature substantially
char:g:d the statutes which gov-
ern the reguiation of public utili-
ties. The new statute eliminated
the practice of placing rates in
effect under bond periding a de-
cision: of the Commission. Fur-
thermore, a utility must now
wait at least twelve months after
its last ggpﬁcation before making
a new filing for a rate increase.
In addition, the PSC must now
render a decision within six
months and five days of the
Company’s application. These

changes in regulation are of
concern because they limit the
Company’s opportunity to react
in a imely manner to adverse
economic conditions beyond its
control.

As part of our strategic plan-
ning process, we have put in
place an issues management
prugram to increase the public’s
understanding of the Company,
its operations and its mission.
We have developed a compre-
hensive marketing plan and
have placed renewed emphasis
on human resources in the
Company, establishing addi-
tional quality training and eval-
uation programs. We are com-
mitted to fulfilling our social
responsibilities by remaining
sensitive to the needs of the el-
derly, handicapped and other
customers with special needs.

We welcome two new direc-
tors elected at the annual meet-
ing of stockholders in April 1983.
Dr. Henry Ponder, president of
Benedict College, and W. Hayne
Hipr, president and chief execu-
tive officer of The Liberty Corpo-
ration, fill vacancies created by
the retirement of Directors Fran-
cis M. Hipp and Oscar S. Woo-
ten. The Board regrets the death
in August of Director Emeritus
W. |. Ready.

A renewed sense of confi-
dence is evident throughout our
service area. Unemployment has
fallen sharply and prospects for
continued industrial develop-
ment look bright. We have the
facilities in place and the com-
mitment of our employees to
meet the opportunities of what
we anticipate will be an exciting
and rewarding future.

Sincerely,

VIRGIL C. SUMMER
Chairman of the Board and
Chief Executive -fficer

JOHN A. WARREN
President and

Chief Operating Officer

February 15, 1984
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1983 In Review

Earnings and Dividends Earnings available for common stock in
1983 totaled $86.8 million, or $2.29 per share based on an average of
37.8 million shares outstanding, as compared to $71.4 million, or

ing for 1982.

The Company reduced its previously reported 1982 earnings
from $2.32 to $2.08 per share due to the July 1983 rate order of %he
Public Service Commission of South Carolina (PSC). In that order,
the PSC approved only 39.6% of a requested $86.2 miliion retail
electric rate increase which the Company had placed in effect,
subject to refund, in August 1982. Tﬁe Company appealed that
decision to the South Carolina Circuit Court, which on February 6,
1984 directed the PSC to reconsider, among other things, the rate of
return on common equity granted to the Ct»mpany. Earnings
reported for 1983 reflect only the revenues generated by rates as
approved by the PSC (see Note 2B to the Consolidated Financial
Statements).

The improvement in 1983 earnings was due to higher electric
and natural gas sales caused by a recovering economy in the service
area, and we..ther which was more extreme than in 1982. Further,
retail electric rates which were increased in the fall uf 1982 were in
effect for the entire year of 1983. The Company’s 1983 earnings

rovided a return on year-end common equity of 12.2%, up from

0.8% as restated at year-end 1982. A detailed review of sales,
revenues and expenses for 1983 is included in “Management’s
Discussion and Knalysis of Financial Condition and Results of
Operation” beginning on page 32.

Chart 1

$2.08 per share based on an average of 34.4 million shares outstand-
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Regulation and Rate

Activity In June 1983 the South
Carolina General Assembly en-
acted legislation that signifi-
cantly changed utility regulation
in the state. The practice of plac-
ing utility rate increases in ef-
fect, subject to refund, prior to
issuance of a final order by the
PSC was ended. However, a util-
ity is not prohibited from put-
ting a requested rate increase in
effect, subject to refund, during
an appeal of a PSC rate order.
The maximum length of time in
which the PSC is required to is-
sue a final order on an electric
utility rate increase application
was shortened from thirteen
months to six months and five
days. With the elimination of the
ability to put rates in effect, sub-
ject to refund, one month after
filing, regulatory lag which will
be experienced by the Company
in placing rates in effect was in-
creased by five months.

The new law requires utili-
ties to give at least 30 days notice
to the PSC before filing a rate
increase application. A utility’s
request for higher electric rates
cannot be filed within twelve
months of its most recent filing
date for increased electric rates.
A similar twelve month waiting

riod between filing dates ex-
ists for natural gas and transit
rate increase applications. An-
other feature of the new law au-
thorizes procedures previously
followed by the PSC for the re-
covery of electric fuel costs, in-
cluding semi-annual fuel
hearings.

The Company’s rate-making
philosophy is to request rates
which cover the reasonable costs,
including the cost of capital, of
providing safe and reliable ser-
vice to its customers. The follow-
ing table summarizes the rate ac-
tivity of the Company for 1983,
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Company lemwl Commuission Decision

Annual Return on Annual Return on
Type of Date Amount Common Effective  Amount Common

1

Service Filed millions i quity Date millions) hlul!\

Retail “lectnic 7/1/82 862 16.75 8/1/83 $M.1 13.2%(1)
Retaii N2tural

Gas 613/83 $11.4 16.00% 9/28/83 $ 5 14.25
Wholesale

Electric 4/29/83 $159 16.75% Pending

Retail Electrnic 96/83  $169.9(2) 16.00% Pending

(1) Appealed to the South Carolina Circuit Court and remanded to the PS(

(2) If the effect of approximately $52 million disallowed in a previous rate proceeding
currently in litigation is excluded, the amount of the rate increase requested
would be approximately $118 million

For further information, see Note 2 to the Consolidated Financial Statements

Construction and Financing Program As shown in the following

table, cash expenditures for construction in 1983 amounted to

$133.5 million, down 13% from 1982 and the lowest annual expend

iture level since 1980 (see Chart 2). The reduction was due mainly to

the windup of construction at the V. C. Summer Nuclear Station

Cash Requirements
(Millions of Dollars)
% Increase
1982 (.[ Jecrease)
Construction Expenditures (Excl. AFC)
Electric $140 (17)
Gas 10.7 N
Iransit and Other ’ 2.5 (4)
(13)

Total Construction Expenditures 154

1
Maturing Securities and Sinking Funds 100.6 (68) Common Equity as % of
Acquisition of Carolina Energies, Inc N 69.3 (100) Total Capitalization

)

(49)

lotal Cash Requirements $165. $324.1

T'he decline in total cash requirements and an increase in
internally generated funds resulted in a significant decrease in the
Company’s external financing requirements during 1983 (see Chart 8
2). As a result, the Company was not required to sell any long-term
debt, preferred or common stock thmugL a public offering during
the year. The Company’s external financing requirements were met
through the issuance of appreximately 2.2 miinon shares of common
stock to participants in the Company’s dividend reinvestment plan
and vmrlu_\‘oc stock purchase plans. Short term capital needs were
satisfied through the sale of commercial paper

I'he Company anticipates that the majority of its total casn
requirements during 1984 will be met through the sale of pellu
tion control bonds. Common stock issued through the Company’s
dividend reinvestment plan and employee <t~k purchase pt.ms
and internally generated funds will provide tne balance. The Com-
pany anticipates that short-term capital needs will be satisfied
through bank lines or the sale of commercial paper by the Company
and its fuel subsidiary

At year-end 1983 the Company had increased the equity compo-
nent of its total capital structure to 42%, up from 39% in 1982 (see
Chart 3). Fixed charges coverage, another important measure of a
company’s financial condition, improved to 2.82 times in 1983, up
from 2.34 times in 1982 (see Chart 4). The Company’s long-term
objective is to achieve and maintain a fixed charges coverage ratio of
at least 3.5 times
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Electric Operations

Sales and Customers Sales of electricity in 1983 totaled 12.1 billion
kilowatt-hours (KWH), up 5% over 1982. The higher saies were due Average Annual Use

primarily to improved economic conditions and the hottest, driest per Residential Electric Customer
summer since {VN Sales of electricity and number of customers by (Riowat hours)

class are shown in the following tabie

Sales of Electnicity

Millions of KWH

l!l\ TOASM

Customer Class 1983 1982 1983 . Decreass

Residential 3,787 y2l) 319,808

Commercial 2,949 ), B5E 3.3 43,703

Industnal 4,151 ) 5 809

Sales for Resal¢ R18 771 ! 11

Other 358 36 3.5 2,093 v
[otal 12,063 1,490 ) 366,424 156,709

At year-end 1983 the Company was serving 366,424 electric
customers, a 2.7% increase over 1982. Current projections indicate
that the Company’s total electric customer base w ill grow at an
average annual rate of 1.7% through 1988. Total sales of electricity are
projected to increase 2.9% annually during the same period. Aver
age annual use of electricity by the Company’s residential customers
rose from 11,712 KWH in 1982 to 12,009 KWH in 1983 (see Chart 5)




Nuclear Operations On Janu
ary 1, 1984 the V.C. Summer Nu-
clear Station began commercial
operation, culminating more
than ten vears of construction,
licensing activities and testing
Summer Station was built in
conjunction with the South Car-
olina Public Service Authority,
which is responsible for one-
third of the plant’s construction
and operating costs and receives
one-third of the plant’s 900 mega-
watt (MW) output The total com-
vleted cost of Summer Station,
including allowance for funds
used during construction, is ap-
proximately $1.3 billion, or about
$1,426 per kilowatt. The Compa-
ny’s share of that cost is approxi-
mately $851 miilion

In November 1982 the Com-
pany received a full-power oper-
ating license for Summer Station
from the Nuclear Regulatory
Commission (NRC). The license
restricted initial operations to
50% of total power until correc-
tion of a pu:cntml vibration
problem in the plant’s three
steam generators that could have
cauw«rmtcrwr tubes to wear

rematurely. In the spring of
983, the plant was Jmt Suwn
for two months while the gener-
ators were modified by their sup-
slier to correct this design prob-
Lm. The plant achieved 100% of
reactor power on June 10, 1983.
't operated at or near that level
until it was taken out of service
on November 23. At that time,
plant personnel verified that the
supphier’s modification had been
successful, and that no unusual
wear had occurred on the tubes
inside the steam generators. The
unit resumed normal operations
on December 14. A two-week
outage is scheduled in the s'rring
of 1984 for maintenance and
NRC surveillance tests. The first
refueling outage is scheduled in
the fall of 1984,

The performance of Summer
Station during 1983 was well
above the industry average in
every category, notwithstanding
the initial power limitation and

the three months of outage for
the steam generator modifica-
tions and inspection. The unit
achieved each plateau in the
power escalation and start-up
program in a shorter time period
than the average of the nine
most recent nuclear units of
similar design. A 1983 capacity
factor of 54.9% and a unit availa
bility of 71.2% reflected above-
average performance for a new
unit

Graduates of the SCE&G Nu-
clear Operator Training Program
have achieved an operator licen-
sing success rate in excess of
90% . During 1983 the Compa-
ny’s nuclear operations experi-
enced a personnel turnover rate
of less than 5%. This rate com-
pares very favorably to the gen-

eral industry rate for nuclear units.

The Company recently en-
hanced its nuclear operator
training program with the addi-
tion of a simulator which dupli-
cates the control room and sys-
tem response at Summer
Station. It will be used in the
training of operators and other
technical support personnel

During 1983, {mth the NRC
and the PSC-selected manage-
ment audit team reviewed the
Company’s nuclear operations
Each audit cited the Company for
above-average performance in
specific areas, and contained
very few recommendations for
improvement. The achievements

Installation of the control room simulator
in the Nuclear Training Center was completed
in 1983 and allows comprehensive hands-on
experience for plant operarors

made by management and oper
ations personnel at Summer Sta-
tion have been recognized
throughout the nuclear industry.

This stacker and reclaimer is part of the coal
handling equipment instalied in the conver
sion of Williams Station from oil-fired to coal
fired operation

Coal Conversion The Company
is converting the ten year-old,
580 MW Williams Station from
oil to coal-fired operation. The
conversion began in November
1982 and should be completed by
June 1984. Although Wihmm
Station is the Company’s newest
and most efficient fossil-fueled
steam plant, it has operated in-
frequently in recent years due to
theHu vh cost of residual (No. 6)
fuel oil. Contractors are convert-
ing the plant under a $118 mil-
lion fixed-sum, turn-key con
tract. Payment for the
conversion is not due until De-
cember 31, 1984 or final accept-
ance of the plant from the con-
tractors, whichever comes later.

The Company expects the
conversion to save its electric
customers millions of dollars in
fuel costs over the remaining life
of the plant. The plant can be
switched from coal back to oil
ngwratmn within a short period
of time should conditions war-
rant such a change. After its
conversion, the Company will
utilize Williams Station as a base-
load generating plant, thereby
improving the Company’s over-
all generating and transmission
etficiency




Peak Demand Territorial peak demand is the maximum requirement
for electriaity placed on the Company’s electric generating system by
its customers (exclnding other utilities) during any one-hour period
The 1983 peak occurred on August 22 during a period of sustained
hot weather throughout the Company’s service area. On that day
customer demand reached an all-time record peak of 2,700 MW, up
9.6% over the 1982 summer peak. During the previous five years, the
territorial peak demand had grown at an average annual rate of
2.1% (see Chart 6).

The Company bases its plans for the construction of new
electric generating facilities on the projected growth in the annual
territorial peak demand. We currently expeact this demand to grow at
a 2.5% average annual rate through 1993. The Company presently
anticipates that no additional base-load generating capacity will be
needed until the early 1990’s

Generating Resources When the V. C. Summer Nuclear Station be-

gan commercial operation on January 1, 1984, the Company’s peak

generating capability rose by 18% to 3,959 megawatts. Four coal-fired
lants represent 42% of that capability, 17% is in two oil-fired units,
9% in six hydroelectric units, and 15% in one nuclear unit. The

remaining 7% is made up of sixteen internai combustion turbines

and one combined cycle generator which burn either No. 2 fuel oil
or natural gas. When conversion of Williams Station from oil to coal
fired operation is completed in mid-1984, oil-fired units will repre-
sent valy 2% of the Company’s generating capability.

In 1983, coal-fired generation provided 71% of the Company’s

total generation, nuclear power 22% and hydroelectric sources 7%
(see Chart 7).

it

Electric Territorial Peak Demand

(megaw. s)

Biologists and health physicists carefully
monitor all aspects of the environment to
assure that operations at Summer Station meet
or exceed federal, state and local regulations
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Efficiency South Carolina Elec
tric & Gas Company had the na
tion’s third most efficient fossil
fired electric generating system
in 1982, according to the most
recent annual survey conducted
by Eleztric Light & Power maga
zine. The Company has ranked
in the survey’s top ten in six of
the previous seven years. [he
survey compares the heat rates of
the nation’s 100 largest electric
utilities. Heat rate 1s a standard
measure of the efficiency
achieved in converting one form
of energy, such as coal, oil or
natural gas, into another form of
energy - electricity
The 1983 ( resap, McCormick

and Paget, Inc. management
audit report referred to the Com
pany as a “national leader in
power plant production per
tormance” and stated that the

upvmtmg pvriummn\ e of the
Company’s generating plants
continues to be supenor.” The
report also commended the
Company for having “fossil
pl.mt and transmission operat
ing and maintenance expenses
well below the average of other
southeastern electric utilities’
(see Figures 1 and 2)

Qwen Electric Steel Company, an

» 1 ot 2l on ) Y 1 {
and natural gas customer of the (
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Fuel Supply During 1983 the
Company’s coal-fired generating
plants consumed a total of 3.5
million tons of coal, a 12.6% de-
crease from 1982. The weighted
average cost of coal burned dur
ing the year was $2.06 per mil-
lion BTU, a 5.6% increasc over
1982. At year-end 1983, the Com-
pany had a 73-day supply of coal
in inventory. The Company has
in storage, or under contract,
sufficient quantities of nuclear
fuel and rcﬁatvd services to oper-
ate the V. C. Summer Nuclear
Station through 1989

Passage of the Nuclear Waste
Policy Act in January 1983 estab-
lished guidelines and proce-
dures for permanent away-from-
reactor storage of high-level nu-
clear waste. The Act also encour-
aged utilities to provide, to the
maximum extent possible, for
their own on-site storage of
spent nuci ar fuel. The Com-
pany responded by committing

to expand its storage capability
for spent nuclear fuel at Summer
( Station. High density racks
which can store the spent fuel
resulting from 25 years of s*l‘mt

vill be installed in
spent fuel storage

operatior
the existin,

p(ml

Envii: umental Protection The
most significant environmental
issue facing electric utilities today
is “acid rain.” Acid rain is pro-
duced by ihe 1 eaction of natural
and man-made pollutants with
atmospheric moisture. Rain car-
ries the product of this reaction
back to earth. Emissions result-
ing from the combustion of coal
have been identified as a poten-
tial cause of acid rain. Altﬁnugh
the impact of acid rain has been
debated by environmentalists
and scientists for many years, it
has been only within the last
several years that legislation on
the national level has been pro-
posed to address this problem
Various bills dealing with
acid rain have been introduced
recently in both houses of Con
gress. The Federal government

?

has been struggling to propose a
scientifically, economically and
politically defensible solution to
the issue. The issue is divisive in
various regions of the country,
among different industries, and
in the scientific community

SCE&G, through industry
groups, has supported legisla-
tion which calls for increased re-
search on the causes and impact
of acid rain. The Company will
continue to stress that legisla
tion should be based on scien-
tific findings and on an appro
yriate evaluation of costs and
twnvllt\ Any legislation requir
ing substantial reductions in
\uﬁvphur-dmxldc emissions from
electric generating plants could
result in significant rate in
creases to our electric customers

T'he Company has made and
will continue to make substan
tial investments in pollution
control equipment I'he Com-
pany ('\Pm't\ to spend .\.prru\;
mately $44 million on pollution
contro! facilities in 1984 and an
additional $49 million through
1988

Conservation and Load
Management Programs that pro
mote energy conservation .nmf
load management are a key ele-
ment in the Company’s long
ran.ge strategy for meeting the
future electricity needs of its cus
tomers. These programs are
geared toward incr2asing the use
of electricity at off-peak periods
while minimizing tﬁw growth in
peak load, thus delaying the
need for costly new generating
capacity. ;

During 1983 the C nmg.m\'\
Residential Conservation Ser-
vices program continued to pro-
vide energy conservation assist-
ance and advice to residential
customers through home energy
audits. For a nominal fee, Com-
pany personnel visit customers’
{mmm and suggest specific en-
ergy-related improvements
which will reduce their energy
bills. Since 1981 the Company
has completed 3,372 rv\x\svr\.tml

energy audits, of which 561 were
conducted in 1983. Another
3,892 residential customers re-
quested do-it-yvourself audit kits
t\\;\ vear. In 1984 the ( ompany
will implement the ( ommercial
and Apartment Conservation
Service program. This program
will offer energy audits to apart
ments and small commercial
customers

['he Com:pany offers two
conservation rates to its residen-
tial electric customers. The Resi-
dential Energy Conservation
rate provides a discount to cus
tomers whose homes meet strin-
gent construction and insula-
tion requirements A Residential
lme-ot-Use rate is available to
customers in the metropolitan
areas of Columbia and Charles-
ton. This rate promotes energy
use management by offering a
discount to customers who
switch their use of electricity
from maximum demand periods
to off-peak periods during the
dﬁ.\

[he goal of the Company’s
load management and conser-
vation inttiatives 1s to ensure
that an adequate wm\l\ of elec-
tricity is alwavs available to ite
customers at the lowest reason
able cost. The efficient utilization
of existing generating capacity 1s
in the best interest of both our
customers and stockholders
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Gas Operations

Sales and Customers The Company’s gas operations made signifi-
cant progress during 1983. Sales cf natural gas by customer class are
shown in the following table

Average Annual Use per
Residential Natural Gas Customer

Sales of Natural Gas (Thousands of Therms) (theens)

Customer Class
Residential
Commercial
Industrial

Total Retail
Sales for Resale

fotal Sales

(1) Includes sales by C:

(2) Includes sales by Carolina Energies, Ing

1983

103,497
101,932
311,423
516,852
154,577
671.429

|

iroina

-

< Increase
Pro-Forma(2

19X
1982(1) Increase Decrease
95 993
94 146
280,2
470, 3¢

119 859

59

N

59() 25

Energies, Inc. from Apnil | acquisition date

from Januar 1982 for

omparative
purposes only

Improved business conditions, innovative marketing and pric
ing strategies and the first full vear of operations on the Company’s
combined gas system contributed to a 13.8% increase in unit sales. By
comparison, gas sales in 1982 were depressed by weak economic
mnjltmn\ and the loss of some industrial customers to lower
priccd, alternate fuels

As a result of the Company’s acquisition of Carolina Energies
Inc. (CEI) in April 1982, total gas sales for 1982 include only nine
months of operations by CEl. For comparative purposes, the preced
ing table shows actual gas sales in 1983 and 1982, as well as
forma 1982 gas sales which include CEI'’s first quarter sales Total sales
in 1983 declined 3.1% from the pro-forma 1982 sales, due to a slower
recovery of industrial customers who purchase gas from CEI's whole
sale (sales for resale) customers

[he Company added 1,318 new gas customers during the vear,
bringing the total number of customers on the Company’s com
bined system at year-end 1983 to 187,638. The Company indirectly
supplied natural gas to more than 85,000 other nwuscntml commer
cial and mdu~tnaTcu~tnmcr~ through its resale customers. The
average annual use of natural gas by the Company’s residential
customers increased for the first time since 1978, from 570 therms in
1982 to 610 therms in 1983 (see Chart 8). Over the five-year period
1984-88, customer growth is projected to average 1.9% ‘annually,
while total sales of natural gas are expected to grow at an average
annual rate of 2.7%

Significant potential exists for expansion in the residential,
commercial and certain industrial markets in the Company’s natural
gas service area. During 1983 the Company began an aggressive
marketing program designed to attract customers to the Company’s
natural gas system. This program includes visits to homes blh
inserts and media advertising designed to inform potential cus-
tomers of the availability of natural gas at competitive prices. The
sales efforts are being concentrated toward potential customers on
existing distribution mains. The goal of the new program is to
increase significantly the number of new customers on the Compa-
ny’s combined natural gas system. As a part of this marketing effort
contract modifications i‘mw been made to incorporate competitive
fuel clauses in negotiated industrial sales contracts. This action
permits the Comnany to reduce its profit margin on sales to certain
industrial customersand *’iereby remain competitive with the price
of alternate fuels

pro

Operating Efficiency T'he acqui-
sition of Carolina Energies, Inc.
in April 1982 nearly doubled the
Company’s natural gas service
area. The Company’s natural gas
service area now encompasses
more than 80% of South Caro-
lina. The Company’s natural gas
service area is operationally di-
vided into two sections the
South system represents the area
historically served by SCE&G
and the North system represents
the area served by Carolina
Energies, Inc. The combined
systems have a balanced load
profile. The North system’s cus-
tomer base is heavily weighted
toward wholesale and industrial
customers, while the South sys-
tem’s customer base is pnm.ml\'
residential

Since the acquisition, a
number of measures have been
implemented to improve overall
system reliability and operating
efficiency. Transmission pipe-
line operations, gas pure me;
and dispatching have been cen
tralized and the two major gas
transmission lines have been

|
|
|
j
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interconnected. Other measures, such as reduced use of compres-
sors, installation »f central odorization, and the use of propane gas
as a motor fuel fo." service and construction vehicles resulted in
substantial cost reductions without any decrease in the quality of
service. The PSC- nandated management audit identifiec .he man-
agement and ope "ating practices currently being applied to corpo-
rate gas activities 1s one of the Company’s most significant strengths.

urchases natural gas under contracts with
Southern Natural ompany (Southern) and Transcontinental
Gas Pipeline Corporation (Transco). The volume of gas which the
Company is entitled to receive under these contracts is shown in
the following table:

Supply The Com Ed ny
as

Maximum Daily

o Supplier Company Svstem ___Contract Demand (MCF)
Southern South 165,439
Southern North 45,461
Transco North 29,300 | T
Total 240,200

These quantities are subject to curtailment plans approved by
the Federal Energy Regulatory Commission. However, during each
of the last two years full contract gas volumes were available when
needed. The Company expects to have ample supplies of natural gas
for the future.

To meet the requirements of high priority natural gas customers
during periods of maximum demand, the Company su%plements its
supplies of natural gas from a liquefied natural gas (LNG) plant and
from propane storage facilities as shown below:

Maximum Daily

. Fype Company System o Capability (MCF)
LNG South 60,000
Propane South 55,000

ke Novth N 15,000

Total 130,000

The LNG storage tanks are capable of storing up to one million
MCF of liquefied natural gas. The tanks are filled by liquefying
natural gas from incoming pipeline supply during off-peak periods
The plant can then regasify up to 60,000 MCF per day to meet peak
demand during the coldest periods of the winter heating season.
Propane storage facilities located throughout the Company’s service
area can supply an additional 70,000 MCF per day. The Company
also has 1.2 million MCF of natural gas in underground storage fields.

Pricing The supply and price of natural gas throughout the country
have changed dramatically since the passage of the Natural Gas
Policy Act (NGPA) in 1978. The NGPA provided incentives to pro-
ducers for finding and developing new gas reserves by deregulating
the wellhead price of natural gas discovered after February 1977. A

rice controls on such natural gas will be eliminated on January 1,

985. All price controls on gas discovered before that date will
remain. Under this phased deregulation, price increases were ex-
pected to occur in an orderly and gradual fashion until parity was
achieved with alternate energy sources. However, certain provisions
in the contracts governing the purchase of natural gas by the

Natural gas regulating stations such as this
one being built near Salley, South Carolina
improve the efficiency of the Company’s gas
transmission system

Company’s suppliers and the de-
control provisions of the NGPA
caused significant price in-
creases during the?ast several
years. As a result, some indus-
tries switched to lower-priced,
high-sulphur residual fuel oil,
g:nducing intense competition
>tween natural gas suppliers
and residual fuel oil dealers.
During 1983 natural gas price in-
creases moderated as a result of
this market pressure. The ap-
oroval of a Temporary Gas éﬂﬂi
ider by the PSC in April 1983
enabled the Company to meet
the competitive fuel price of high-
sulphur residual tuefmlA The
Company has recovered some of
the industrial gas load which had
been lost during 1982, although
at reduced pm};t margins. The
rice of natural gas continues to
> competitive with other alter-
nate industrial fuels, No.2 fuel
oil and propane. In residential
heating markets, natural gas re-
mains an attractive alternative to
electricity and No.2 fuel oil.
Various bills have been in-
troduced in Congress to restruc-
ture the regulatory framework
under which pipelines purchase
natural gas from producers
Some of those proposals would
also alter the current wellhead
pricing of natural gas and the
scheduled dx'regutmnn of prices
The cost of natural gas pur-
chased by the Comparny makes




up about 82 cents of every dcllar
generated by the sale of natural
gas. For this reason, the Com-

any is vitally interested in this
1ssue and continues to support
legislation that will ensure the
continued availability of ade-
quate natural gas supplies at the
lowest reasonable cost to
consumers.

I'he natural gas industry is
undergoing a difficult period of
transition, from years of rigid
rv;iuldtlnn to significantly dere
gulated markets. Deregulation
efforts have improved the avail-
ability of natural gas, ensuring
that it will continue to play a key
role in the nation’s energy mix
In the Company’s service area,
competition will remain intense
for sales to industrial customers,
sarticularly those who can use
ngh«ulphur residual fuel oil as
an alternate fuel. Nevertheless,
natural gas will continue to be
an efficient and economical en-
ergy source in the years ahead
The availability of competitively
priced natural gas within the
Company’s service area is one of
the area’s attractions for new
and expanding industnr
SCE&G is \\'L'lTPU\”H‘nL‘d to

meet the future energy needs of
its natural gas customers

Propane Operations The Com
pany is cm;am-d in the retail dis-
tribution ot propane and is a
participant :n joint ventures
which own and operate under
ground propane storage facilities
and a yprup.mv pipeline

l'he Company’s retail pro-

pane distribution business
serves residential, commercial
and small industrial customers
who are located bevond the
Company’s natural gas service
mains. At vear-end 1983, the
Company was serving approxi
mately 4,200 customers, com
pared to some 4,100 customers at
vear-end 1982

hrcugh subsidiaries, the
Company owns a 50% interest
in three j0int ventures with sub
sidiaries of Transco. Two of these
joint ventures own and operate
an 80-miliion gallon under
ground prn;]‘.nn storage facility
and a 62-mile prop.ne pipeline
he facility leases space in the
underground cavern to indus-
trial companies, utilities and oth
ers for the storage of propane
until needed as an alternate fuel
when gas supplies are curtailed
[he propane pipeline connects
the Dixie Pipeline System tra-
versing central South Carolina
to a terminal facility near the
underground propane storage
facility. The demand for propane
storage services has dec ilm-\s
over the last several winter sea
sons due to ample supplies of
natural gas

Transit Operations

The Company provides pub-

lic bus service in the metropoli-
tan areas of Columbia and
Charleston, South Carolina on
the basis of current franchise
agreements with each city. The
Company’s Transit Department
operates 112 coaches on a total
route system which covers 295
miles. During 1983 the Compa-
ny’s combined bus fleet traveled
more than 3.7 million miles and
carried approximately 9.7 million
revenue passengers.

The Company’s transit uper-
ations have been unprofitable
since 1948. Several cﬁmngvs were
implemented during 1983 in an
effort to lelp ieverse this trend
and more are under considera-

tion. A marketing program for
charter service was initiated dur-
ing the vear which resulted in
an increase in the number of
charters. Changes to a number
of routes will expand service into
new areas and remove overlap-
ping and low-ridership routes
resulting in a net reduction in
operating costs. Further studies
are being made to revise addi-
tional routes for more econori-
cal operation and better cus-
tomer service
T'he Company also is con

sidering requesting a fare in-
crease to reduce losses and to
bring fares more in line with
those of neighboring transit

ystems




Corporate Activities

Employees At year-end 1983 the
Company had 3,652 full-time ¢m
loyees, a 1.3% decrease from
982. The reduction was due pri-
marily to a hiring freeze and an
early retirement incentive pro-
gram which was offered to cer-
tain qualified employees be-
tween December 1982 and
February 1983. This voluntary
program was designed to help
reduce payroll costs and give
vounger employees an onnrtu‘
nity for advancement. Of the
239 eligible employees, 182 Ea rtic-
ipated in the program. The Com-
pany estimates that it will reduce
payroll costs by about $Z million
annually for several years as a
result of this program.

Except for critical staffing
needs, new hires have been kept
at a minimum and justified re-
placements have been filled pri-
marily through transfers within
the Company.

Approximately 1,200 employ-
ees were represented by three
unions at year-end 1983. During
the year, the Company negoti-
ated a new three-year labor con-
tract with each of these unions.

Customer Assistance The Com-
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