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CAUTIONARY STATEMENT REGARDING FORWARD -LOOKING INFO RMATION  
  

Statements included in this Quarterly Report on Form 10-Q which are not statements of historical fact are intended to be, 

and are hereby identified as, ñforward-looking statementsò for purposes of Section 27A of the Securities Act of 1933, as amended, 

and Section 21E of the Securities Exchange Act of 1934, as amended. Forward-looking statements include, but are not limited 

to, statements concerning key earnings drivers, customer growth, environmental regulations and expenditures, leverage ratio, 

projections for pension fund contributions, financing activities, access to sources of capital, impacts of the adoption of new 

accounting rules and estimated construction and other expenditures. In some cases, forward-looking statements can be identified by 

terminology such as ñmay,ò ñwill,ò ñcould,ò ñshould,ò ñexpects,ò ñplans,ò ñanticipates,ò ñbelieves,ò ñestimates,ò ñprojects,ò 

ñpredicts,ò ñpotentialò or ñcontinueò or the negative of these terms or other similar terminology.  Readers are cautioned that any 

such forward-looking statements are not guarantees of future performance and involve a number of risks and uncertainties, and that 

actual results could differ materially from those indicated by such forward-looking statements.  Important factors that could cause 

actual results to differ materially from those indicated by such forward-looking statements include, but are not limited to, the 

following: 

  

           (1)       the information is of a preliminary nature and may be subject to further and/or continuing review and adjustment; 

  

(2)       regulatory actions, particularly changes in rate regulation and environmental regulations; 

  

(3)       current and future litigation; 

  

(4)       changes in the economy, especially in areas served by subsidiaries of SCANA Corporation (SCANA); 

  

(5)       the impact of competition from other energy suppliers, including competition from alternate fuels in industrial 

           interruptible markets; 

  

 (6)      growth opportunities for SCANAôs regulated and diversified subsidiaries; 

  

 (7)      the results of short- and long-term financing efforts, including future prospects for obtaining access to 

           capital markets and other sources of liquidity; 

  

 (8)      changes in SCANAôs or its subsidiariesô accounting rules and accounting policies; 

  

 (9)      the effects of weather, including drought, especially in areas where the generation and transmission 

           facilities of SCANA and its subsidiaries are located and in areas served by SCANAôs subsidiaries; 

  

 (10)    payment by counterparties as and when due; 

  

 (11)    the results of efforts to license, site, construct and finance facilities for baseload electric generation; 

  

 (12)    the availability of fuels such as coal, natural gas and enriched uranium used to produce electricity; the 

           availability of purchased power and natural gas for distribution; the level and volatility of future market 

           prices for such fuels and purchased power; and the ability to recover the costs for such fuels and 

           purchased power; 

  

 (13)    performance of SCANAôs pension plan assets; 

  

 (14)    inflation; 

  

 (15)    compliance with regulations; and 

  

 (16)    the other risks and uncertainties described from time to time in the periodic reports filed by SCANA or 

 South Carolina Electric & Gas Company (SCE&G) with the United States Securities and Exchange 

           Commission (SEC). 

  

SCANA and SCE&G disclaim any obligation to update any forward-looking statements. 
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 PART I.  FINANCIAL INFORMATION  

  

ITEM 1.   FINANCIAL STATEMENTS  
  

SCANA CORPORATION 

CONDENSED CONSOLIDATED BALANCE SHEETS 

(Unaudited) 

  

         June 30,          December 31,    

Millions of dollars       2009          2008    

Assets                         

                           

Utility Plant In Service    $ 10,618       $ 10,433    

Accumulated Depreciation and Amortization       (3,243 )       (3,146 ) 

Construction Work in Progress       936          711    

Nuclear Fuel, Net of Accumulated Amortization       100          77    

Acquisition Adjustments       230          230    

Utility Plant, Net       8,641          8,305    

                           

Nonutility Property and Investments:                         

  Nonutility property, net of accumulated depreciation of $99 and $94          249          194    

  Assets held in trust, net-nuclear decommissioning       58          54    

  Other investments       69          68    

  Nonutility Property and Investments, Net       376          316    

                           

Current Assets:                         

  Cash and cash equivalents       390          272    

  Receivables, net of allowance for uncollectible accounts of $9 and $11            549          828    

  Inventories (at average cost):                         

    Fuel and gas supply       310          358    

    Materials and supplies       108          108    

    Emission allowances       13          15    

  Prepayments and other       167          232    

  Deferred income taxes       9          23    

  Total Current Assets       1,546          1,836    

                           

Deferred Debits and Other Assets:                         

  Regulatory assets       1,014          905    

  Other       143          140    

  Total Deferred Debits and Other Assets       1,157          1,045    

Total    $ 11,720       $ 11,502    
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         June 30,          December 31,    

Millions of dollars       2009          2008    

Capitalization and Liabilities                         

                           

Common Equity    $ 3,270       $ 3,045    

Preferred Stock (Not subject to purchase or sinking funds)       106          106    

Preferred Stock (Subject to purchase or sinking funds)       7          7    

Long-Term Debt, net       4,546          4,361    

  Total Capitalization       7,929          7,519    

                           

Current Liabilities:                         

  Short-term borrowings       136          80    

  Current portion of long-term debt       30          144    

  Accounts payable       338          405    

  Customer deposits and customer prepayments       88          97    

  Taxes accrued       72          128    

  Interest accrued       69          69    

  Dividends declared       60          56    

  Other       98          176    

  Total Current Liabilities       891          1,155    

                           

Deferred Credits and Other Liabilities:                         

  Deferred income taxes, net       1,048          1,009    

  Deferred investment tax credits       103          103    

  Asset retirement obligations       470          458    

  Pension and other postretirement benefits       267          261    

  Regulatory liabilities       883          838    

  Other       129          159    

  Total Deferred Credits and Other Liabilities       2,900          2,828    

                           

Commitments and Contingencies (Note 7)       -          -    

Total    $ 11,720       $ 11,502    

  

See Notes to Condensed Consolidated Financial Statements. 
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SCANA CORPORATION 

CONDENSED CONSOLIDATED STATEMENTS OF INCOME 

(Unaudited) 

  

  

         Three Months Ended       Six Months Ended    

         June 30,       June 30,    

Millions of dollars, except per share amounts       2009       2008       2009       2008    

Operating Revenues:                                        

  Electric    $   521    $ 576     $ 1,018    $ 1,064    

  Gas - regulated         136       210        558       692    

  Gas - nonregulated         221       432        645       996    

  Total Operating Revenues         878       1,218        2,221       2,752    

                                          

Operating Expenses:                                        

  Fuel used in electric generation       190       227        375       404    

  Purchased power       3       16        8       21    

  Gas purchased for resale       269       555        913       1,393    

  Other operation and maintenance       163       167        322       344    

  Depreciation and amortization       83       79        165       159    

  Other taxes       45       43        90       87    

  Total Operating Expenses       753       1,087        1,873       2,408    

                                          

Operating Income       125       131        348       344    

                                          

Other Income (Expense):                                        

  Other income       12       17        24       37    

  Other expenses       (12 )     (10 )    (20 )    (20 ) 

   Interest charges, net of allowance for borrowed funds                                        

     used during construction of $6, $4, $12 and $7       (55 )    (54 )    (113 )    (107 ) 

   Allowance for equity funds used during construction       7       2        14       4    

    Total Other Expense       (48 )     (45 )     (95 )    (86 ) 

                                          

Income Before Income Tax Expense and                                        

   Earnings from Equity Method Investments       77       86        253       258    

Income Tax Expense       21       29        82       91    

                                          

Income Before Earnings from Equity Method Investments       56       57        171       167    

Earnings from Equity Method Investments       1       2        2       3    

                                          

Net Income       57       59        173       170    

Less Preferred Dividends of Subsidiary       (2 )    (2 )    (4 )    (4 ) 

Income Available to Common Shareholders of SCANA Corporation    $ 55    $   57    $ 169    $  166    

                                          

Basic and Diluted Earnings Per Share of Common Stock    $ .45    $ .48    $ 1.39    $ 1.42    

Weighted Average Shares Outstanding (millions)       121.8       116.7       121.4       116.7    

Dividends Declared Per Share of Common Stock    $ .47    $ .46    $ .94    $ .92    

                                          

See Notes to Condensed Consolidated Financial Statements.                                        
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SCANA CORPORATION 

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Unaudited) 

  

  

         Six Months Ended    

         June 30,    

Millions of dollars       2009       2008    

Cash Flows From Operating Activities:                      

Net income    $ 173    $ 170    

Adjustments to reconcile net income to net cash provided from operating activities:                      

  Excess earnings from equity method investments, net of distributions       (1 )    -    

   Deferred income taxes, net       37       48    

  Depreciation and amortization       179       159    

  Amortization of nuclear fuel       11       5    

  Allowance for equity funds used during construction       (14 )    (4 ) 

  Carrying cost recovery       (3 )    (3 ) 

  Changes in certain assets and liabilities:                      

     Receivables       279       78    

     Inventories       27       45    

     Prepayments and other       60       (102 ) 

     Other regulatory assets       (111 )    (21 ) 

     Regulatory liabilities       18       41    

     Accounts payable       (105 )    17    

     Taxes accrued       (56 )    (86 ) 

     Interest accrued       -       14    

  Changes in other assets       (20 )    (8 ) 

  Changes in other liabilities       (74 )    (26 ) 

Net Cash Provided From Operating Activities       400       327    

Cash Flows From Investing Activities:                      

Utility property additions and construction expenditures       (400 )    (438 ) 

Proceeds from sale of assets and investments       15       3    

Nonutility property additions       (57 )    (23 ) 

Net Cash Used For Investing Activities       (442 )    (458 ) 

Cash Flows From Financing Activities:                      

Proceeds from issuance of common stock       147       -    

Proceeds from issuance of debt       208       665    

Repayment of long-term debt       (137 )    (110 ) 

Dividends       (114 )    (109 ) 

Short-term borrowings, net       56       (299 ) 

Net Cash Provided From Financing Activities       160       147    

Net Increase In Cash and Cash Equivalents       118       16    

Cash and Cash Equivalents, January 1       272       134    

Cash and Cash Equivalents, June 30    $ 390    $ 150    

  

Supplemental Cash Flow Information:          

      

      

  Cash paid for  - Interest (net of capitalized interest of $12 and $7)    $ 113    $ 90    

                         - Income taxes       53       107    

                        

Noncash Investing and Financing Activities:                      

  Accrued construction expenditures       119       51    

 

See Notes to Condensed Consolidated Financial Statements. 
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SCANA CORPORATION    

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME    

(Unaudited)    

            

   Three Months Ended Six Months Ended    

   June 30, June 30,    

Millions of dollars    2009      2008    2009    2008       

Net Income    $   57    $   59    $ 173    $ 170       

Other Comprehensive Income (Loss), net of tax:                                           

  Unrealized holding gains (losses) arising during period, net       4        14       (19 )    20       

  Reclassified to net income:                                           

      (Gains) losses on cash flow hedging activities       16         (4 )     43       (4 )     

     Amortization of deferred employee benefit plan costs, net of taxes       1       -        2       -       

Total Comprehensive Income       78            69       199       186       

Less Comprehensive Income Attributable to Noncontrolling Interest       (2 )    (2 )    (4 )    (4 )    

Comprehensive Income Attributable to Common 

  Shareholders of SCANA Corporation 
(1)

     $ 76    $   67    $ 195    $ 182    

   

   
(1)

  Accumulated other comprehensive loss totaled $83.4 million as of June 30, 2009 and $108.6 million as 

        of December 31, 2008. 

   

See Notes to Condensed Consolidated Financial Statements.  
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SCANA CORPORATION 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

June 30, 2009 

(Unaudited) 

  

The following notes should be read in conjunction with the Notes to Consolidated Financial Statements appearing in 

SCANA Corporationôs (SCANA and, together with its consolidated subsidiaries, the Company) Annual Report on Form 10-K for 

the year ended December 31, 2008. These are interim financial statements, and due to the seasonality of the Companyôs business and 

matters that may occur during the rest of the year, the amounts reported in the Condensed Consolidated Statements of Income are not 

necessarily indicative of amounts expected for the full year.  In the opinion of management, the information furnished herein 

reflects all adjustments, all of a normal recurring nature, which are necessary for a fair statement of the results for the interim periods 

reported. 

  

On July 1, 2009 the Financial Accounting Standards Board (FASB) Accounting Standards Codification (the Codification 

or ASC) became the single source of authoritative accounting principles generally accepted in the United States 

(GAAP).  Throughout these notes, references to ASC are presented parenthetically along with references to pre-Codification 

GAAP. 

 

1.        SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

  

A.       Basis of Accounting 

  

The Companyôs cost-based, rate-regulated utilities recognize in their financial statements certain revenues and expenses in 

different time periods than do enterprises that are not rate-regulated. As a result, the Company has recorded regulatory assets and 

regulatory liabilities, summarized as follows. 

  

      June 30,    December 31,    

Millions of dollars    2009    2008    

Regulatory Assets:                

Accumulated deferred income taxes    $ 171    $ 171    

Under-collections - electric fuel adjustment clause       75       -    

Environmental remediation costs       27       27    

Asset retirement obligations and related funding       276       265    

Franchise agreements       48       50    

Deferred employee benefit plan costs       349       345    

Other       68       47    

Total Regulatory Assets    $ 1,014    $ 905    

  

Regulatory Liabilities:                

Accumulated deferred income taxes    $ 30    $ 32    

Other asset removal costs       713       688    

Storm damage reserve       50       48    

Planned major maintenance       15       11    

Monetization of bankruptcy claim       42       43    

Other       33       16    

Total Regulatory Liabilities    $ 883    $ 838    

  

Accumulated deferred income tax liabilities arising from utility operations that have not been included in customer rates are 

recorded as a regulatory asset. Accumulated deferred income tax assets arising from deferred investment tax credits are recorded as 

a regulatory liability. 

 

Under-collections - electric fuel adjustment clause represent amounts due from customers pursuant to the fuel adjustment 

clause as approved by the Public Service Commission of South Carolina (SCPSC) during annual hearings which are expected to be 

recovered in retail electric rates during the period July 2010 through April 2012.  As a part of a settlement agreement approved by 

the SCPSC in April 2009, SCE&G is allowed to collect interest on the deferred balance during the recovery period. 

 

Environmental remediation costs represent costs associated with the assessment and clean-up of manufactured gas plant 

(MGP) sites currently or formerly owned by the Company. Costs incurred at sites owned by South Carolina Electric & Gas 

Company (SCE&G) are being recovered through rates, of which $19.7 million remain to be recovered. SCE&G is authorized to 

amortize $1.4 million of these costs annually.  At sites owned by Public Service Company of North Carolina, Incorporated (PSNC 

Energy), costs totaling $3.5 million are being recovered through rates over a three-year period beginning November 2008.  In 

addition, management believes that estimated remaining costs of $4.4 million will be recoverable through rates. 
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           Asset retirement obligations (ARO) and related funding represents the regulatory asset associated with the legal obligation 

to decommission and dismantle V. C. Summer Nuclear Station (Summer Station) and conditional AROs recorded as required by 

Statement of Financial Accounting Standards (SFAS) 143, ñAccounting for Asset Retirement Obligationsò (ASC 410, Asset 

Retirement and Environmental Obligations), and FASB Interpretation (FIN) 47, ñAccounting for Conditional Asset Retirement 

Obligationsò (ASC 410-20, Asset Retirement Obligations). 

  

Franchise agreements represent costs associated with electric and gas franchise agreements with the cities of Charleston 

and Columbia, South Carolina. Based on an SCPSC order, SCE&G began amortizing these amounts through cost of service rates in 

February 2003 over approximately 20 years. 

  

Deferred employee benefit plan costs represent amounts of pension and other postretirement benefit costs which were 

accrued as liabilities under the provisions of SFAS 158, ñEmployersô Accounting for Defined Benefit Pension and Other 

Postretirement Plansò (ASC 715, Compensation-Retirement Benefits), and costs deferred pursuant to specific regulatory orders, but 

which are expected to be recovered through utility rates. 

  

Other asset removal costs represent net collections through depreciation rates of estimated costs to be incurred for the 

removal of assets in the future. 

  

The storm damage reserve represents an SCPSC-approved collection through SCE&G electric rates, capped at 

$100 million, which can be applied to offset incremental storm damage costs in excess of $2.5 million in a calendar year, certain 

transmission and distribution insurance premiums and certain tree trimming expenditures in excess of amounts included in base 

rates.  SCE&G applied $1.4 million of costs during each of the six months ended June 30, 2009 and 2008 to the reserve. 

  

Planned major maintenance related to certain fossil hydro turbine/generation equipment and nuclear refueling outages is 

accrued in advance of the time the costs are incurred, as approved through specific SCPSC orders. SCE&G collects $8.5 million 

annually over an eight-year period, beginning in January 2005, through electric rates to offset turbine maintenance expenditures. 

Nuclear refueling charges are accrued during each 18-month refueling outage cycle as a component of cost of service. 

   

The monetization of bankruptcy claim represents proceeds from the sale of a bankruptcy claim which will be amortized 

into operating revenue through the year 2024. 

  

The SCPSC or the North Carolina Utilities Commission (NCUC) (collectively, state commissions) or the United States 

Federal Energy Regulatory Commission (FERC) have reviewed and approved through specific orders most of the items shown as 

regulatory assets. Other regulatory assets include certain costs which have not been approved for recovery by a state commission or 

by FERC. In recording these costs as regulatory assets, management believes the costs will be allowable under existing rate-making 

concepts that are embodied in rate orders received by the Company.  In addition, the Company has deferred in utility plant in service 

approximately $72.6 million of unrecovered costs related to the Lake Murray backup dam project and $70.0 million of costs related 

to the installation of selective catalytic reactor (SCR) technology at its Cope Station generating facility.  See Note 7B.  These costs 

are not currently being recovered, but are expected to be recovered through rates in future periods.  In the future, as a result of 

deregulation or other changes in the regulatory environment, the Company may no longer meet the criteria for continued application 

of SFAS 71, ñAccounting for the Effects of Certain Types of Regulationò (ASC 980, Regulated Operations), and could be required to 

write off its regulatory assets and liabilities.  Such an event could have a material adverse effect on the Companyôs results of 

operations, liquidity or financial position in the period the write-off would be recorded.  

  

B.        Earnings Per Share 

  

 In accordance with SFAS 128, ñEarnings Per Shareò (ASC 260, Earnings Per Share), the Company computes basic 

earnings per share by dividing net income by the weighted average number of common shares outstanding for the period.  The 

Company computes diluted earnings per share using this same formula, after giving effect to securities considered to be dilutive 

potential common stock. The Company uses the treasury stock method in determining total dilutive potential common stock.  The 

Company has issued no securities that would have an antidilutive effect on earnings per share. 
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 C.      Pension and Other Postretirement Benefit Plans 

  

Components of net periodic benefit income or cost recorded by the Company were as follows: 

   

      Pension Benefits    Other Postretirement Benefits    

Millions of dollars    2009    2008    2009    2008    

Three months ended June 30,                            

Service cost    $ 3.8    $ 3.9    $ 1.1    $ 1.1    

Interest cost       11.2       10.9       3.1       3.1    

Expected return on assets       (12.9 )    (20.5 )    -       -    

Prior service cost amortization       1.8       1.8       0.3       0.3    

Transition obligation amortization       -       -       0.2       0.2    

Amortization of actuarial loss       5.8       -       -       -    

Net periodic benefit (income) cost    $ 9.7    $ (3.9 ) $ 4.7    $ 4.7    

 

Six months ended June 30,                            

Service cost    $ 7.6    $ 7.8    $ 2.2    $ 2.2    

Interest cost       22.5       21.8       6.1       6.1    

Expected return on assets       (25.7 )    (40.9 )    -       -    

Prior service cost amortization       3.5       3.5       0.6       0.6    

Transition obligation amortization       -       -       0.4       0.4    

Amortization of actuarial loss       11.5       -       -       -    

Net periodic benefit (income) cost    $ 19.4    $ (7.8 ) $ 9.3    $ 9.3    

 

In February 2009, SCE&G was granted accounting orders by the SCPSC to allow the deferral until future rate filings of 

pension expense related to its utility operations above that which is included in current rates.  Costs totaling $7.8 million of the $9.7 

million for the three months ended June 30, 2009 have been deferred.  Costs totaling $15.6 million of the $19.4 million for the six 

months ended June 30, 2009 have been deferred. 

 

D.       New Accounting Matters 

  

The Company adopted SFAS 165, ñSubsequent Eventsò (ASC 855, Subsequent Events), effective June 30, 2009.  SFAS 

165 makes the Companyôs management responsible for subsequent-events accounting and disclosure.  The adoption of SFAS 165 

did not impact the Companyôs results of operations, cash flows or financial position.  See Note 1H for the required disclosure. 

 

The Company adopted FASB Staff Position FAS 107-b and APB 28-a, ñInterim Disclosures about Fair Value of Financial 

Instrumentsò (ASC 820, Fair Value Measurements and Disclosures), effective June 30, 2009.  This FASB Staff Position amended 

SFAS 107, ñFair Value of Financial Instruments,ò to require certain disclosures related to fair value in interim financial 

statements.  See Note 6 for the required disclosure. 

 

The Company adopted SFAS 161, ñDisclosures about Derivative Instruments and Hedging Activitiesò(ASC 815, 

Derivatives and Hedging), in the first quarter of 2009.  SFAS 161 requires enhanced disclosures about an entityôs derivative and 

hedging activities to include how derivative instruments are accounted for and the effect of such activities on the entityôs financial 

statements.  The initial adoption of SFAS 161 did not impact the Companyôs results of operations, cash flows or financial 

position.  See Note 5 for the required disclosure. 

  

The Company adopted SFAS 160, ñNoncontrolling Interests in Consolidated Financial Statementsò(ASC 810, 

Consolidation) in the first quarter of 2009.  SFAS 160 requires entities to report noncontrolling (minority) interests in subsidiaries as 

equity.  The initial adoption of SFAS 160 did not significantly impact the Companyôs results of operations, cash flows or financial 

position.   

   

The Company adopted SFAS 141(R), ñBusiness Combinationsò (ASC 805, Business Combinations) in the first quarter of 

2009.   SFAS 141(R) requires the acquiring entity in a business combination to recognize the assets acquired and the liabilities 

assumed at their fair values at the acquisition date.  SFAS 141(R) also requires the acquirer to disclose all of the information needed 

to evaluate and understand the nature and financial effect of the business combination.  The initial adoption of SFAS 141(R) did not 

impact the Companyôs results of operations, cash flows or financial position. 

  

FASB Staff Position FAS 132(R)-1, ñEmployersô Disclosures about Postretirement Benefit Plan Assetsò (FSP FAS 

132(R)-1) (ASC 715-20, Compensation-Retirement Benefits), was issued on December 30, 2008.  FSP FAS 132(R)-1 amends SFAS 

132(R) to require enhanced disclosures about an employerôs plan assets in a defined benefit pension plan or other postretirement 

plan.  The disclosures required, similar to those required under SFAS 157, ñFair Value Measurementsò (ASC 820, Fair Value  
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Measurements and Disclosures), include a discussion on the inputs and evaluation techniques used to develop fair value 

measurements of plan assets.  In addition, the fair value of each major category of plan assets is required to be disclosed separately 

for pension plans and other postretirement benefit plans.  FSP FAS 132(R)-1 is effective for fiscal years ending after December 15, 

2009.  Initial adoption of FSP FAS 132(R)-1 is not expected to affect the Companyôs results of operations, cash flows or financial 

position. 

 

E.        Preferred Stock 

 

The Company has corrected the presentation of the preferred stock not subject to purchase or sinking funds to present these 

preferred securities in a manner consistent with temporary equity.  Although the effects are not material to previously issued balance 

sheets, the presentation of these amounts has been corrected as of December 31, 2008 by presenting these $106 million of preferred 

securities separately from common equity and eliminating the ñShareholdersô Investmentò section and related total. This change had 

no impact on income, earnings per share, or on cash flows for any period presented. 

 

F.        Income and Other Taxes 

  

No material changes in status of the Companyôs tax positions have occurred during the six months ended June 30, 2009. 

 

G.       Asset Management and Supply Service Agreements 

 

PSNC Energy utilizes asset management and supply service agreements with counterparties for certain natural gas storage 

facilities.  At June 30, 2009, such counterparties held 46% of PSNC Energyôs natural gas inventory, with a carrying value of $23.8 

million, through either capacity release or agency relationships.  Under the terms of the asset management agreements, PSNC 

Energy receives storage asset management fees and, in certain instances, a share of profits.  No fees are received under supply 

service agreements.  The agreements expire at various times through March 31, 2011. 

 

H.       Subsequent Events 

 

The Company has evaluated subsequent events through August 10, 2009, which is the date these financial statements were 

issued. 

 

2.        RATE AND OTHER REGULATORY MATTERS 

  

SCE&G 

  

Electric 

  

SCE&Gôs rates are established using a cost of fuel component approved by the SCPSC which may be adjusted periodically 

to reflect changes in the price of fuel purchased by SCE&G.  In April 2009, the SCPSC approved a settlement agreement between 

SCE&G, the South Carolina Office of Regulatory Staff (ORS), and others authorizing SCE&G to increase the fuel cost portion of its 

electric rates, effective with the first billing cycle of May 2009. As a part of the settlement, SCE&G agreed to spread the recovery of 

undercollected fuel costs over a three year period, as further described in Note 1A. Due to the extended recovery period, SCE&G is 

allowed to collect interest on the deferred balance. 

 

  In February 2009 the SCPSC approved SCE&Gôs combined application pursuant to the Base Load Review Act (the 

BLRA), seeking a certificate of environmental compatibility and public convenience and necessity and for a base load review order, 

relating to proposed construction by SCE&G and the South Carolina Public Service Authority (Santee Cooper) to build and operate 

two new nuclear generating units at Summer Station.  Under the BLRA, the SCPSC conducted a full pre-construction prudency 

review of the proposed units and the engineering, procurement and construction contract under which they will be built. The SCPSC 

prudency finding is binding on all future related rate proceedings so long as the construction proceeds in accordance with the 

schedules, estimates and projections, including contingencies set forth in the approved application.  As part of its Order, the SCPSC 

approved the initial rate increase of $7.8 million, or 0.4%, related to recovery of the cost of capital on project expenditures through 

June 30, 2008, and the revised rates became effective for bills rendered on and after March 29, 2009.  In addition, SCE&G is 

allowed to file revised rates with the SCPSC each year to incorporate any incremental construction work in progress incurred for 

new nuclear generation.  Requested rate adjustments would be based on SCE&Gôs updated cost of debt and capital structure and on 

an allowed return on common equity of 11%.  In May 2009, two intervenors filed separate appeals of the order with the South 

Carolina Supreme Court.  The appeals are pending, and SCE&G cannot predict how or when they will be resolved.  In May 2009, 

SCE&G filed its first annual revised rate request with the SCPSC under the BLRA. The amount of the requested increase was $22.5 

million or 1.1%.  If approved these rates will go into effect on October 30, 2009. 
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In June 2009, SCE&G filed a request with the SCPSC for approval of certain demand reduction and energy efficiency 

programs (DSM programs).  SCE&G has requested the establishment of an annual rider to allow recovery of the costs and lost net 

margin revenue associated with DSM programs along with an incentive for investing in such programs.  The SCPSC is expected to 

conduct a hearing on SCE&Gôs request in October 2009. 

  

In July 2009, SCE&G filed with the SCPSC requests for an order to approve an updated construction and capital cost 

schedule for the construction of the two nuclear units.  The updated schedule provides details of the construction and capital cost 

schedule beyond what was included in the original filing.  The revised schedule does not change the previously announced 

completion date for the two nuclear units or the originally announced cost. 

 

In March 2008, SCE&G and Santee Cooper filed an application with the Nuclear Regulatory Commission (NRC) for a 

combined construction and operating license (COL).  This COL application for the two new units was reviewed for completeness by 

the NRC and docketed on July 31, 2008.  In September 2008 the NRC issued a 30-month review schedule from the docketing date to 

the issuance of the safety evaluation report which would signify satisfactory completion of their review.  Both the environmental 

and safety reviews by the NRC are in progress and should support a COL issuance by July 2011.  This date would support both the 

project schedule and the substantial completion dates for the two new units in 2016 and 2019, respectively. 

   

Gas 

  

In June 2009, SCE&G filed an application with the SCPSC requesting an increase in retail natural gas rates of 2.53% under 

the terms of the Natural Gas Rate Stabilization Act (Stabilization Act).  The Stabilization Act is designed to reduce the volatility of 

costs charged to customers by allowing for more timely recovery of the costs that regulated utilities incur related to natural gas 

infrastructure.  The SCPSC is expected to review SCE&Gôs filing in October 2009.  If approved, the rate adjustment would be 

implemented in the first billing cycle of November 2009. 

 

In October 2008, the SCPSC approved an increase in SCE&Gôs retail gas base rates of $3.7 million under the terms of the 

Stabilization Act.  The rate adjustment was effective with the first billing cycle of November 2008. 

  

SCE&Gôs tariffs include a purchase gas adjustment (PGA) clause that provides for the recovery of actual gas costs incurred 

including costs related to hedging natural gas purchasing activities.  SCE&G's rates are calculated using a methodology which 

adjusts the cost of gas monthly based on a 12-month rolling average.  In August 2008, in connection with the annual review of the 

PGA and the gas purchasing policies of SCE&G, the SCPSC determined that SCE&Gôs gas costs, including all hedging 

transactions, were reasonable and prudently incurred during the 12 months ended February 29, 2008.  The next annual review is 

scheduled for November 2009. 

  

PSNC Energy 

  

PSNC Energyôs rates are established using a benchmark cost of gas approved by the NCUC, which may be modified 

periodically to reflect changes in the market price of natural gas. PSNC Energy revises its tariffs with the NCUC as necessary to 

track these changes and defers any over- or under-collections of the delivered cost of gas for subsequent rate consideration. The 

NCUC reviews PSNC Energyôs gas purchasing practices annually. 

 

In October 2008, the NCUC granted PSNC Energy an annual increase in natural gas margin revenues of approximately 

$9.1 million, offset by an $8.4 million reduction in fixed gas costs, for a net annual increase in rates and charges to customers of 

approximately $0.7 million.  PSNC Energy was also authorized to implement the Customer Usage Tracker (CUT).  The CUT allows 

PSNC Energy to periodically adjust its base rates for residential and commercial customers based on average per customer 

consumption.  The new rates were effective for services rendered on or after November 1, 2008. 

    

     In December 2008, in connection with PSNC Energyôs 2008 Annual Prudence Review, the NCUC determined that PSNC 

Energyôs gas costs, including all hedging transactions, were reasonable and prudently incurred during the 12 months ended March 

31, 2008. 

  

In March 2009, the NCUC approved PSNC Energyôs first semi-annual rate adjustment under the CUT.  Temporary rate 

decreases for residential and commercial customers are in effect for service rendered on and after April 1, 2009. 

 

  



  

  
  

15 

 

3.        LONG-TERM DEBT AND LIQUIDITY 

 

Long-term Debt 

  

    In June 2009, SCANA issued $30 million of Floating Rate Senior Notes due June 1, 2034.  This final installment of notes, 

together with notes in the same series previously issued in 2007 and 2008, represents total borrowings in the series of $110 million 

principal amount.  Proceeds from these notes were used to finance capital expenditures and for general corporate purposes. 

 

    Substantially all of SCE&G's and South Carolina Generating Company, Inc.ôs (GENCO) electric utility plant is pledged as 

collateral in connection with long-term debt. The Company is in compliance with all debt covenants. 

 

Liquidity 

  

At June 30, 2009 and December 31, 2008, SCANA, SCE&G (including South Carolina Fuel Company, Inc. (Fuel 

Company)) and PSNC Energy had available the following lines of credit (LOC), LOC advances, commercial paper, and letter of 

credit obligations outstanding:  

  

      SCANA SCE&G 
(a)(c)

    PSNC Energy 
(c)

    

      June 30,    December 31,       June 30,       December 31,    June 30, December 31,    

Millions of dollars    2009    2008       2009       2008    2009 2008    

Lines of credit:                                           

  Committed long-term (expire 

    December 2011) 

               

   

      

   

               

   

         

    Total $ 200    $ 200    $ 650    $ 650    $ 250    $ 250    

    LOC advances    15       15       280       285       156       156    

    Weighted average interest rate    .59 %    2.17 %    .51 %    1.61 %    .51 %    1.72 % 

    Outstanding commercial paper 

    (270 or fewer days)     -       -       116       34       20       46    

    Weighted average interest rate    - %    - %    .73 %    5.69 %    .74 %    6.15 % 

  Letters of Credit Supported by LOC    3       -       .3       -       -       -    

  Available    182       185       254       331       74       48    

  Uncommitted 
(b)

 (unused): $ 78    $ 78       -       -       -       -    

 
(a)

       Nuclear and fossil fuel inventories and emission allowances are financed through the issuance by Fuel Company of 

           LOC advances or short-term commercial paper. 
(b)

       SCANA, SCE&G or a combination may use the uncommitted line of credit. 
(c)

       SCE&G, Fuel Company and PSNC Energy may issue commercial paper in the amounts of up to 

           $350 million, $250 million and $250 million, respectively. 

 

The committed long-term facilities are revolving lines of credit under credit agreements with a syndicate of 

banks.  Wachovia Bank, National Association and Bank of America, N.A. each provide 14.3% of the aggregate $1.1 billion credit 

facilities, Branch Banking and Trust Company, UBS Loan Finance LLC, Morgan Stanley Bank, and Credit Suisse, each provide 

10.9%, and The Bank of New York and Mizuho Corporate Bank, Ltd each provide 9.1%.  Four other banks provide the remaining 

9.6%.  These bank credit facilities support the issuance of commercial paper by SCE&G (including Fuel Company) and PSNC 

Energy.  When the commercial paper markets are dislocated (due to either price or availability constraints), the credit facilities are 

available to support the borrowing needs of SCE&G (including Fuel Company) and PSNC Energy. In addition, a portion of the 

credit facilities supports SCANAôs borrowing needs. 

 

4.        COMMON EQUITY 

  

On January 7, 2009, SCANA closed on the sale of 2.875 million shares of common stock at $35.50 per share. Net proceeds 

of $100.5 million were used to finance capital expenditures, including the construction of new nuclear units, and for general 

corporate purposes. In addition, SCANA issued common stock valued at $46.3 million (when issued) during the six months ended 

June 30, 2009 through various compensation and dividend reinvestment plans. 

  

 5.       DERIVATIVE FINANCIAL INSTRUMENTS 

 

SFAS 133, ñAccounting for Derivative Instruments and Hedging Activitiesò (ASC 815, Derivatives and Hedging) as 

amended, requires the Company to recognize all derivative instruments as either assets or liabilities in the statement of financial 

position and to measure those instruments at fair value. SFAS 133 further provides that changes in the fair value of derivative 

instruments are either recognized in earnings or reported as a component of other comprehensive income (loss), depending upon the 
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intended use of the derivative and the resulting designation. The fair value of derivative instruments is determined by reference to 

quoted market prices of listed contracts, published quotations or quotations from counterparties. 

 

     Policies and procedures and risk limits are established to control the level of market, credit, liquidity and operational and 

administrative risks assumed by the Company. SCANA's Board of Directors has delegated to a Risk Management Committee the 

authority to set risk limits, establish policies and procedures for risk management and measurement, and oversee and review the risk 

management process and infrastructure. The Risk Management Committee, which is comprised of certain officers, including the 

Company's Risk Management Officer and senior officers, apprises the Board of Directors with regard to the management of risk and 

brings to the Board's attention any areas of concern. Written policies define the physical and financial transactions that are approved, 

as well as the authorization requirements and limits for transactions. 

 

Commodity Derivatives 

 

The Company uses derivative instruments to hedge forward purchases and sales of natural gas, which create market risks of 

different types. Instruments designated as cash flow hedges are used to hedge risks associated with fixed price obligations in a 

volatile market and risks associated with price differentials at different delivery locations.  Instruments designated as fair value 

hedges are used to mitigate exposure to fluctuating market prices created by fixed prices of stored natural gas. The basic types of 

financial instruments utilized are exchange-traded instruments, such as New York Mercantile Exchange (NYMEX) futures contracts 

or options, and over-the-counter instruments such as options and swaps, which are typically offered by energy and financial 

institutions. 

 

           The Companyôs regulated gas operations (SCE&G and PSNC Energy) hedge natural gas purchasing activities using 

over-the-counter options and swaps and NYMEX futures and options. SCE&Gôs tariffs include a PGA that provides for the recovery 

of actual gas costs incurred. The SCPSC has ruled that the results of these hedging activities are to be included in the PGA. As such, 

the cost of derivatives and gains and losses on such derivatives utilized to hedge gas purchasing activities are recoverable through 

the weighted average cost of gas calculation. The offset to the change in fair value of these derivatives is recorded as a regulatory 

asset or liability. PSNC Energyôs tariffs also include a provision for the recovery of actual gas costs incurred. PSNC Energy records 

premiums, transaction fees, margin requirements and any realized gains or losses from its hedging program in deferred accounts as 

a regulatory asset or liability for the over- or under-recovery of gas costs.  These derivative financial instruments utilized by the 

Companyôs regulated gas operations are not designated as hedges under the provisions of SFAS 133. 

 

    The unrealized gains and losses on qualifying cash flow hedges of nonregulated operations are deferred in other 

comprehensive income.  When the hedged transactions affect earnings, the previously deferred gains and losses are reclassified 

from other comprehensive income to cost of gas.  The effects of gains or losses resulting from these hedging activities are either 

offset by the recording of the related hedged transactions or are included in gas sales pricing decisions made by the business unit.  

 

As an accommodation to certain customers, SEMI, as part of its energy management services, offers fixed price supply 

contracts which are accounted for as derivatives. These sales contracts are offset by the purchase of supply futures and swaps which 

are also accounted for as derivatives. 

 

Interest Rate Swaps 

  

The Company uses interest rate swaps to manage interest rate risk on certain debt issuances.  These swaps are classified as 

either fair value hedges or cash flow hedges.   

 

The Company uses swaps to synthetically convert fixed rate debt to variable rate debt. These swaps are designated as fair 

value hedges.  Some of these swaps were terminated prior to maturity of the underlying debt instruments.  The gains on these swaps, 

which were terminated at various times prior to 2006, are being amortized over the life of the debt they hedged. 

  

The Company also uses swaps to synthetically convert variable rate debt to fixed rate debt.  In addition, in anticipation of 

the issuance of debt, the Company may use treasury rate lock or forward starting swap agreements. These arrangements are 

designated as cash flow hedges.  The effective portions of changes in fair value and payments made or received upon termination of 

such agreements for regulated subsidiaries are recorded in regulatory assets or regulatory liabilities, and if for the holding company 

or nonregulated subsidiaries, are recorded in other comprehensive income.  Ineffective portions are recognized in income. 

 

The effective portion of settlement payments made or received upon termination are amortized to interest expense over the 

term of the underlying debt. As permitted by SFAS 104, ñStatement of Cash Flows - Net Reporting of Certain Cash Receipts and 

Cash Payments and Classification of Cash Flows from Hedging Transactionsò (ASC 230, Statement of Cash Flows), payments 

received or made are classified as a financing activity in the consolidated statement of cash flows. 
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Quantitative Disclosures Related to Derivatives 

 

At June 30, 2009, the Company was party to natural gas derivative contracts outstanding in the following quantities: 

 

   Commodity and Other Energy Management Contracts (in dekatherms) 

Hedge designation Gas Distribution Retail Gas Marketing Energy Marketing Total 

Cash flow - 5,689,050 18,495,971 24,185,021 

Not designated 
(a)

  11,279,000 1,120,000 26,744,720 39,143,720 

Total 
(a)

 11,279,000 6,809,050 45,240,691 63,328,741 

 
(a)

  Includes an aggregate 18,258,000 dekatherms related to basis swap contracts in Retail Gas Marketing and Energy Marketing. 

 

At June 30, 2009, the Company was party to interest rate swaps designated as fair value hedges with an aggregate notional 

amount of $9.6 million and was party to interest rate swaps designated as cash flow hedges with an aggregate notional amount of 

$331.4 million. 

 

   Fair Values of Derivative Instruments 

      Asset Derivatives    Liability Derivatives 

As of June 30, 2009    Balance Sheet       Fair    Balance Sheet       Fair 

Millions of dollars    Location 
(b)

       Value    Location 
(b)

       Value 

Derivatives designated as hedging instruments                               

  Interest rate contracts    Other deferred debits    $ 6    Other current liabilities    $ 2 

                     Other deferred credits       17 

                                 

  Commodity contracts    Other current liabilities       1    Prepayments and other       3 

                     Other current liabilities       20 

                     Other deferred credits       3 

Total          $ 7          $ 45 

 

  

 Derivatives not designated as                               

 hedging instruments                               

  Commodity contracts    Prepayments and other    $ 3    Accounts receivable    $ 2 

                     Other current liabilities       7 

                                 

  Energy management contracts    Prepayments and other       4    Prepayments and other       2 

      Other deferred debits       1    Other current liabilities       4 

      Other deferred credits           1    Other deferred credits       1 

Total          $ 9          $ 16 

 
(b)  
In the Companyôs condensed consolidated balance sheet, some derivative instruments have asset positions which are netted  

     with liabilities and some have liability positions which are netted with assets. 

 

The effect of derivative instruments on the statements of income for the three and six months ended June 30, 2009 is as 

follows: 

 

Derivatives in Fair Value Hedging Relationships 

 

The Companyôs interest rate swaps designated as fair value hedges, including the amortization of gains on those terminated 

prior to 2006 discussed above, resulted in reductions to interest expense of $1.4 million and $2.7 million for the three and six months 

ended June 30, 2009, respectively. 

  



  

18 

  

Derivatives in Cash Flow Hedging Relationships 

 

         Gain or (Loss) Deferred    Gain or (Loss) Reclassified from    

         in Regulatory Accounts    Deferred Accounts into Income    

Derivatives in Cash Flow       (Effective Portion)    (Effective Portion)    

 Hedging Relationships       2009    Location       Amount    

Second Quarter                            

Interest rate contracts    $ 27    Interest expense    $ -    

Total    $ 27          $ -    

  

Year to Date                            

Interest rate contracts    $ 50    Interest expense    $ (1 )  

Total    $ 50          $ (1 )  

                     

 

         Gain or (Loss)    Gain or (Loss) Reclassified from    

  

Derivatives in Cash Flow 

      Recognized in OCI, net of tax 

(Effective Portion) 

   Accumulated OCI into Income, 

net of tax (Effective Portion) 

   

 Hedging Relationships       2009    Location       Amount    

 Second Quarter                             

Interest rate contracts    $ 7    Interest expense    $ (1 )  

Commodity contracts       (3 )  Gas purchased for resale       (15 )  

Total    $ 4          $ (16 )  

 

Year to Date                            

Interest rate contracts    $ 9    Interest expense    $ (1 )  

Commodity contracts       (28 )  Gas purchased for resale       (42 )  

Total    $ (19 )       $ (43 )  

  

As of June 30, 2009 the Company expects that during the next 12 months reclassifications from accumulated other 

comprehensive loss to earnings arising from cash flow hedges will include approximately $19.8 million as a decrease to gas cost and 

approximately $3 million as an increase to interest expense, assuming natural gas and financial markets remain at their current 

levels.  As of June 30, 2009, all of the Companyôs commodity cash flow hedges settle by their terms before the end of 2013. 

  

Derivatives Not Designated as    Gain or (Loss) Recognized in Income    

Hedging Instruments    Location       Amount    

Second Quarter                   

Commodity contracts    Gas purchased for resale    $ (3 ) 

Other energy management contracts    Gas purchased for resale       2    

Total          $ (1 ) 

 

Year to Date                   

Commodity contracts    Gas purchased for resale    $ (6 ) 

Other energy management contracts    Gas purchased for resale       -    

Total          $ (6 ) 

 

Hedge Ineffectiveness 

 

Other gains recognized in income representing interest rate hedge ineffectiveness were $1.9 million and $2.0 million, net of 

tax, for the three and six months ended June 30, 2009, respectively. 

 

Credit Risk Considerations 

 

Certain of the Companyôs derivative instruments contain contingent provisions that require the Company to provide 

collateral upon the occurrence of specific events, primarily credit downgrades. As of June 30, 2009, the Company has posted $3 

million of collateral related to derivatives with contingent provisions that are in a net liability position. If all of the contingent 

features underlying these instruments were fully triggered as of June 30, 2009, the Company would be required to post an additional 

$50 million of collateral to its counterparties. The aggregate fair value of all derivative instruments with contingent provisions that 

are in a net liability position as of June 30, 2009, is $53 million. 
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6.        FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS, INCLUDING DERIVATIVES 

 

The Company values available for sale securities using quoted prices from a national stock exchange, such as the National 

Association of Securities Dealers Automated Quotations System, where the securities are actively traded.  For commodity 

derivative assets and liabilities, the Company uses unadjusted NYMEX prices to determine fair value, and considers such measures 

of fair value to be Level 1 for exchange traded instruments and Level 2 for over-the-counter instruments.  The Companyôs interest 

rate swap agreements are valued using broker quotes.  Fair value measurements, and the level within the fair value hierarchy of 

SFAS 157 (ASC 820), in which the measurements fall, were as follows:  

  

         Fair Value Measurements Using    

         Quoted Prices in Active       Significant Other    

         Markets for Identical Assets       Observable Inputs    

Million s of dollars       (Level 1)       (Level 2)    

As of June 30, 2009                      

Assets - Available for sale securities    $ 2    $  -    

Assets - Derivative instruments       4       10    

Liabilities - Derivative instruments       4       58    

                        

As of December 31, 2008                       

Assets - Available for sale securities     $ 2     $    -    

Assets - Derivative instruments       9        26    

Liabilities - Derivative instruments       2       138    

  

There were no fair value measurements based on significant unobservable inputs (Level 3) for either date presented. 

 

As required by SFAS 107 (ASC 820), as amended, financial instruments for which the carrying amount may not equal 

estimated fair value at June 30, 2009 and December 31, 2008 were as follows: 

  

      June 30, 2009    December 31, 2008    

 Millions of dollars 

     

Carrying 

Amount    

Estimated 

Fair 

Value    

  

Carrying 

Amount    

Estimated 

Fair 

Value    

            

Long-term debt    $ 4,575.7    $ 4,758.9    $ 4,505.6    $ 4,591.7    

Preferred stock (not subject to purchase or sinking funds)       106.3       89.3       106.3       89.3    

Preferred stock (subject to purchase or sinking funds)       7.3       7.3       7.5       7.5    

 

The following methods and assumptions were used to estimate the fair value of financial instruments: 

  

Fair values of long-term debt are based on quoted market prices of the instruments or similar instruments. For debt 

instruments for which no quoted market prices are available, fair values are based on net present value calculations. Carrying values 

reflect the fair values of interest rate swaps based on settlement values obtained from counterparties. Early settlement of long-term 

debt may not be possible or may not be considered prudent. 

  

The fair value of preferred stock is estimated using market quotes. 

  

Potential taxes and other expenses that would be incurred in an actual sale or settlement have not been considered. 

 

7.        COMMITMENTS AND CONTINGENCIES 

  

Commitments and contingencies at June 30, 2009 include the following: 

 

A.       Nuclear Insurance 

  

The Price-Anderson Indemnification Act deals with public liability for a nuclear incident and establishes the liability limit 

for third-party claims associated with any nuclear incident at $12.5 billion.  Each reactor licensee is currently liable for up to $117.5 

million per reactor owned for each nuclear incident occurring at any reactor in the United States, provided that not more than $17.5 

million of the liability per reactor would be assessed per year.  SCE&Gôs maximum assessment, based on its two-thirds ownership 

of Summer Station, would be $78.3 million per incident, but not more than $11.7 million per year.  
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SCE&G currently maintains policies (for itself and on behalf of Santee Cooper, a one-third owner of Summer Station) with 

Nuclear Electric Insurance Limited.  The policies, covering the nuclear facility for property damage, excess property damage and 

outage costs, permit retrospective assessments under certain conditions to cover insurerôs losses.  Based on the current annual 

premium, SCE&Gôs portion of the retrospective premium assessment would not exceed $14.2 million. 

 

To the extent that insurable claims for property damage, decontamination, repair and replacement and other costs and 

expenses arising from a nuclear incident at Summer Station exceed the policy limits of insurance, or to the extent such insurance 

becomes unavailable in the future, and to the extent that SCE&Gôs rates would not recover the cost of any purchased replacement 

power, SCE&G will retain the risk of loss as a self-insurer.  SCE&G has no reason to anticipate a serious nuclear 

incident.  However, if such an incident were to occur, it would have a material adverse impact on the Companyôs results of 

operations, cash flows and financial position. 

 

B.       Environmental 

  

SCE&G 

  

The United States Environmental Protection Agency (EPA) issued a final rule in 2005 known as the Clean Air Interstate 

Rule (CAIR). CAIR requires the District of Columbia and 28 states, including South Carolina, to reduce nitrogen oxide and sulfur 

dioxide emissions in order to attain mandated state levels.  CAIR set emission limits to be met in two phases beginning in 2009 and 

2015, respectively, for nitrogen oxide and beginning in 2010 and 2015, respectively, for sulfur dioxide.  Numerous states, 

environmental organizations, industry groups and individual companies challenged the rule, seeking a change in the method CAIR 

used to allocate sulfur dioxide emission allowances.  On December 23, 2008, the United States Court of Appeals for the District of 

Columbia Circuit remanded the rule but did not vacate it.  Prior to the Court of Appealsô decision, SCE&G and GENCO had 

determined that additional air quality controls would be needed to meet the CAIR requirements.  SCE&G has completed the 

installation of SCR technology at Cope Station for nitrogen oxide reduction and SCE&G and GENCO are installing wet limestone 

scrubbers at Wateree and Williams Stations for sulfur dioxide reduction.  The Company expects to incur capital expenditures 

totaling approximately $559 million through 2010 for these scrubber projects.   The Company cannot predict when the EPA will 

issue a revised rule or what impact the rule will have on SCE&G and GENCO.  Any costs incurred to comply with this vacated rule 

or other rules issued by the EPA in the future are expected to be recoverable through rates. 

  

On April 17, 2009 the EPA issued a proposed finding that atmospheric concentrations of greenhouse gasses endanger 

public health and welfare within the meaning of Section 202(a) of the Clean Air Act. The proposed finding, if finalized, would 

enable the EPA to regulate greenhouse gas emissions under the Clean Air Act.  The comment period on the proposed finding ended 

on June 23, 2009. The Company cannot predict when the EPA will issue regulations related to greenhouse gas emissions, if at all, or 

what such regulations would require.  The Company expects that any costs incurred to comply with greenhouse gas emission 

requirements will be recoverable through rates. 

  

SCE&G maintains an environmental assessment program to identify and evaluate its current and former operations sites 

that could require environmental clean-up. As site assessments are initiated, estimates are made of the amount of expenditures, if 

any, deemed necessary to investigate and remediate each site. These estimates are refined as additional information becomes 

available; therefore, actual expenditures could differ significantly from the original estimates. Amounts estimated and accrued to 

date for site assessments and clean-up relate solely to regulated operations. SCE&G defers site assessment and cleanup costs and 

recovers them through rates (see Note 1). 

 

SCE&G is responsible for four decommissioned MGP sites in South Carolina which contain residues of by-product 

chemicals.  These sites are in various stages of investigation, remediation and monitoring under work plans approved by the South 

Carolina Department of Health and Environmental Control.  SCE&G anticipates that major remediation activities at these sites will 

continue until 2012 and will cost an additional $9.3 million.  In addition, the National Park Service of the Department of the Interior 

made an initial demand to SCE&G for payment of $9.1 million for certain costs and damages relating to the MGP site in Charleston, 

South Carolina. SCE&G expects to recover any cost arising from the remediation of these four sites, net of insurance recovery, 

through rates.  At June 30, 2009, deferred amounts, net of amounts previously recovered through rates and insurance settlements, 

totaled $19.7 million. 

 

PSNC Energy 

  

PSNC Energy is responsible for environmental clean-up at five sites in North Carolina on which MGP residuals are present 

or suspected. PSNC Energy's actual remediation costs for these sites will depend on a number of factors, such as actual site 

conditions, third-party claims and recoveries from other PRPs. PSNC Energy has recorded a liability and associated regulatory asset 

of $4.4 million, which reflects its estimated remaining liability at June 30, 2009.  PSNC Energy expects to recover through rates any 

costs, net of insurance recoveries, allocable to PSNC Energy arising from the remediation of these sites. 
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The Company is also engaged in various other environmental matters incidental to its business operations which 

management anticipates will be resolved without a material adverse impact on the Companyôs results of operations, cash flows or 

financial condition. 

  

C.       Claims and Litigation 

  

In May 2004, a purported class action lawsuit styled as Douglas E. Gressette, individually and on behalf of other persons 

similarly situated v. South Carolina Electric & Gas Company and SCANA Corporation was filed in South Carolina's Circuit Court 

of Common Pleas for the Ninth Judicial Circuit. The plaintiff alleges that SCANA and SCE&G made improper use of certain 

easements and rights-of-way by allowing fiber optic communication lines and/or wireless communication equipment to transmit 

communications other than SCANAôs and SCE&Gôs electricity-related internal communications. The plaintiff asserted causes of 

action for unjust enrichment, trespass, injunction and declaratory judgment, but did not assert a specific dollar amount for the claims. 

SCANA and SCE&G believe their actions are consistent with governing law and the applicable documents granting easements and 

rights-of-way. In June 2007, the Circuit Court issued a ruling that limits the plaintiffôs purported class to owners of easements 

situated in Charleston County, South Carolina.    In February 2008 the Circuit Court issued an order to conditionally certify the 

class, which remains limited to easements in Charleston County.  In July 2008, the plaintiffôs motion to add SCANA 

Communications, Inc. (SCI) to the lawsuit as an additional defendant was granted.    Trial is not anticipated before the fall 

of 2009.  SCANA, SCI and SCE&G will continue to mount a vigorous defense and believe that the resolution of these claims will 

not have a material adverse impact on their results of operations, cash flows or financial condition. 

  

The Company is also engaged in various other claims and litigation incidental to its business operations which management 

anticipates will be resolved without a material adverse impact on the Companyôs results of operations, cash flows or financial 

condition. 

 

D.       Nuclear Generation 

  

On May 27, 2008, SCE&G and Santee Cooper announced that they had entered into a contractual agreement for the design 

and construction of two 1,117-megawatt nuclear electric generation units at the site of Summer Station.  SCE&G and Santee Cooper 

will be joint owners and share operating costs and generation output of the two additional units, with SCE&G responsible for 55 

percent of the cost and receiving 55 percent of the output, and Santee Cooper responsible for and receiving the remaining 45 

percent.  Assuming timely receipt of federal and state approvals and construction proceeding as scheduled, the first unit is expected 

to be completed and in service in 2016, the second in 2019.  SCE&Gôs share of the estimated cash outlays (future value) totals $5.3 

billion for plant costs and $646 million for related transmission infrastructure costs. 

 

8.        SEGMENT OF BUSINESS INFORMATION 

  

The Companyôs reportable segments are listed in the following table. The Company uses operating income to measure 

profitability for its regulated operations; therefore, net income is not allocated to the Electric Operations, Gas Distribution and Gas 

Transmission segments. The Company uses income available to common shareholders to measure profitability for its Retail Gas 

Marketing and Energy Marketing segments. Gas Distribution is comprised of the local distribution operations of SCE&G and PSNC 

Energy which meet SFAS 131, ñDisclosures about Segments of an Enterprise and Related Informationò (ASC 280, Segment 

Reporting) criteria for aggregation. All Other includes equity method investments and other nonreportable segments. 

  

   External Intersegment Operating Income Available to    

Millions of dollars Revenue Revenue Income Common Shareholders    

Three Months Ended June 30, 2009                                        

Electric Operations    $ 521     $ 3    $ 121       n/a    

Gas Distribution       134       -       2       n/a    

Gas Transmission       2       10       4       n/a    

Retail Gas Marketing       80       -       n/a    $ (3 ) 

Energy Marketing       141       37       n/a       2    

All Other       7       95       n/a       (4 ) 

Adjustments/Eliminations       (7 )    (145 )    (2 )     60    

Consolidated Total    $ 878    $ -    $ 125    $ 55    
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   External Intersegment Operating Income Available to Segment 

Millions of dollars Revenue Revenue Income Common Shareholders Assets 

Six Months Ended June 30, 2009                               

Electric Operations    $ 1,018    $ 6    $ 223       n/a    $ 6,925 

Gas Distribution       553       1       82       n/a       2,062 

Gas Transmission       5       21       10       n/a       266 

Retail Gas Marketing       308       -       n/a    $ 19       139 

Energy Marketing       337       79       n/a       2       97 

All Other       13       180       n/a       (5 )    867 

Adjustments/Eliminations       (13 )    (287 )    33       153       1,364 

Consolidated Total    $ 2,221    $ -    $ 348    $ 169    $ 11,720 

  

Three Months Ended June 30, 2008                               

Electric Operations    $ 576    $ 3    $ 129       n/a          

Gas Distribution       208       -       -       n/a          

Gas Transmission       2       9       4       n/a          

Retail Gas Marketing       102       -       n/a    $ (1 )       

Energy Marketing       330       98       n/a       -          

All Other       8       90       n/a       (3 )       

Adjustments/Eliminations       (8 )    (200 )    (2 )     61          

Consolidated Total    $ 1,218    $ -    $ 131    $ 57          

 

Six Months Ended June 30, 2008                               

Electric Operations    $ 1,064    $ 6    $ 226       n/a    $ 6,119 

Gas Distribution       688       -       77       n/a       1,928 

Gas Transmission       4       20       9       n/a       312 

Retail Gas Marketing       367       -       n/a    $ 21       148 

Energy Marketing       629       168       n/a       -       213 

All Other       17       173       n/a       (4 )    1,207 

Adjustments/Eliminations       (17 )    (367 )    32       149       591 

Consolidated Total    $ 2,752    $ -    $ 344    $ 166    $ 10,518 
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 ITEM 2.    MANAGEMENTôS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 

                  RESULTS OF OPERATIONS 
  

SCANA CORPORATION  
  

The following discussion should be read in conjunction with Managementôs Discussion and Analysis of Financial 

Condition and Results of Operations appearing in SCANA Corporationôs (SCANA, and together with its consolidated subsidiaries, 

the Company) Annual Report on Form 10-K for the year ended December 31, 2008. 

  

RESULTS OF OPERATIONS 

FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2009 

AS COMPARED TO THE CORRESPONDING PERIODS IN 2008 
  

Earnings Per Share 
  

Earnings per share was as follows: 

  

      Second Quarter       Year to Date    

 Millions of dollars    2009    2008       2009       2008    

 Earnings per share $    .45    $   .48    $ 1.39    $ 1.42    

  

Second Quarter 

 

Earnings per share decreased due to lower electric margin of $.02, higher interest expense of $.01 and dilution from 

additional shares outstanding of $.02.  These items were partially offset by lower operating expenses of $.02 which are explained in 

the following pages. 

 

Year to Date 

 

Earnings per share decreased due to lower electric margin of $.02, higher interest expense of $.03 and dilution from 

additional shares outstanding of $.06.  These items were partially offset by lower operating expenses which are explained in the 

following pages. 

   

Dividends Declared 
  

The Companyôs Board of Directors has declared the following dividends on common stock during 2009: 

  

Declaration Date Dividend Per Share        Record Date   Payment Date 

February 19, 2009 $.47          March 10, 2009               April 1, 2009 

April 23, 2009   .47          June 10, 2009               July 1, 2009 

July 30, 2009   .47       September 10, 2009               October 1, 2009 

  

Electric Operations 
  

Electric Operations is comprised of the electric operations of South Carolina Electric & Gas Company (SCE&G), South 

Carolina Generating Company, Inc. (GENCO) and South Carolina Fuel Company, Inc. (Fuel Company).  Electric operations sales 

margin (including transactions with affiliates) was as follows: 

  

         Second Quarter       Year to Date    

Millions of dollars         2009     % Change         2008       2009    % Change       2008    

Operating revenues     $   520.8      (9.6 )% $   575.8    $ 1,017.8    (4.3 )% $ 1,063.7    

Less:  Fuel used in generation         190.1    (16.4 )%    227.4       375.0    (7.2 )%    404.3    

       Purchased power       3.1    (80.9 )%    16.2       7.9    (62.2 )%    20.9    

     Margin     $   327.6      (1.4 )% $ 332.2    $ 634.9    (0.6 )% $ 638.5    
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Electric sales for three and six months ended June 30, 2009 and 2008, and the amount and percentage change by customer 

class were as follows: 

  

     Second Quarter    Year to Date    

  Sales (Million KWH)    2009    2008    % Change    2009    2008    % Change    

  Residential    1,864    1,868     (0.2)    3,803    3,685     3.2    

  Commercial    1,878    1,903     (1.3)    3,563    3,611     (1.3)    

  Industrial    1,301    1,587          (18.0)    2,567    3,140           (18.3)    

  Other    139    144     (3.5)    271    272    (0.4)    

   Total Retail Sales    5,182    5,502     (5.8)    10,204    10,708    (4.7)    

  Wholesale    541    478            13.2    1,001    1,112           (10.0)    

   Total Sales    5,723    5,980     (4.3)    11,205    11,820     (5.2)    

  

Second Quarter 

 

Margin decreased due to lower residential and commercial customer usage (including the effects of weather) of $3.5 

million, lower industrial sales of $2.6 million, and lower margins on off-system sales of $2.6 million, partially offset by residential 

and commercial customer growth of $1.9 million and an increase in base rates by the Public Service Commission of South Carolina 

(SCPSC) under the Base Load Review Act (BLRA) of $1.8 million which became effective for bills rendered on or after March 29, 

2009. 

 

Year to Date 

 

Margin decreased due to lower off-system sales of $8.2 million and lower industrial sales of $6.5 million, partially offset by 

higher residential and commercial customer usage (including the effects of weather) of $3.9 million, residential and commercial 

customer growth of $3.8 million and an increase in base rates by the SCPSC under the BLRA of $1.8 million which became 

effective for bills rendered on or after March 29, 2009. 

 

Gas Distribution 
  

Gas Distribution is comprised of the local distribution operations of SCE&G and Public Service Company of North 

Carolina, Incorporated (PSNC Energy).  Gas distribution sales margin (including transactions with affiliates) was as follows: 

 

         Second Quarter       Year to Date    

Millions of dollars         2009     % Change         2008       2009    % Change       2008    

Operating revenues     $   133.9    (35.8  )% $   208.6    $ 553.7    (19.6 )% $ 688.3    

Less:  Gas purchased for resale         73.0    (51.6  )%      150.7       355.9    (28.0 )%    494.1    

     Margin     $   60.9    5.2  % $   57.9    $ 197.8    1.9 % $ 194.2    

 

Gas sales volume for Gas Distribution for the three and six months periods ended June 30, 2009 and 2008, and the amount 

and percentage change by customer class were as follows: 

  

     Second Quarter    Year to Date    

Sales (Thousand Dekatherms)  2009    2008    % Change    2009    2008    % Change  

  Residential    3,146    3,569    (11.9)    23,369    21,655     7.9    

  Commercial    4,598    4,994     (7.9)    15,254    15,283     (0.2)    

  Industrial    3,917    5,030    (22.1)    8,153    10,895    (25.2)    

    Total Retail Sales    11,661    13,593    (14.2)    46,776    47,833     (2.2)    

  Transportation Volumes    6,309    6,929     (8.9)    13,894    14,390     (3.4)    

     Total Sales    17,970    20,522    (12.4)    60,670    62,223     (2.5)    

 

Second Quarter 

 

Margin at SCE&G increased primarily due to the SCPSC-approved increase in retail gas base rates which became effective 

for services rendered on or after November 1, 2008.  Margin at PSNC Energy increased by $2.0 million primarily due to the North 

Carolina Utilities Commission (NCUC)-approved increase in retail gas base rates which became effective for services rendered on 

or after November 1, 2008 and due to customer growth. 
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Year to Date 

 

Margin at SCE&G decreased due to lower customer usage of $2.8 million, partially offset by an increase of $2.0 million 

due to the SCPSC-approved increase in retail gas base rates which became effective for services rendered on or after November 1, 

2008.  Margin at PSNC Energy increased by $4.3 million primarily due to the NCUC-approved increase in retail gas base rates 

which became effective for services rendered on or after November 1, 2008 and due to customer growth. 

  

Gas Transmission 
  

Gas Transmission is comprised of the operations of Carolina Gas Transmission Corporation (CGTC). Gas transmission 

revenues (including transactions with affiliates) were as follows: 

  

         Second Quarter       Year to Date    

Millions of dollars         2009     % Change         2008       2009    % Change       2008    

Transportation revenue     $   12.7      6.7 % $ 11.9    $ 25.8    4.0 % $ 24.8    

 

Second Quarter and Year to Date 

 

           Transportation revenue increased primarily due to the sale of additional firm transportation capacity. 

   

Retail Gas Marketing 
  

Retail Gas Marketing is comprised of SCANA Energy, which operates in Georgiaôs natural gas market. Retail Gas 

Marketing revenues and net income (loss) were as follows: 

  

         Second Quarter       Year to Date    

Millions of dollars         2009     % Change         2008       2009    % Change       2008    

Operating revenues     $   80.4    (21.1  )% $ 101.9    $ 308.2    (16.0 )% $ 366.9    

Net income (loss)         (3.0 )  *         (0.5 )    18.9    (10.0 )%    21.0    

*Greater than 100% 

 

Second Quarter 

 

Operating revenues decreased primarily as a result of lower average retail prices arising from lower natural gas commodity 

prices and competitive marketplace prices.  Net loss increased primarily due to lower margin and higher bad debt expense, partially 

offset by lower operating expenses. 

 

Year to Date 

  

Operating revenues decreased as a result of lower average retail prices arising from lower natural gas commodity prices 

and lower sales volume.  Net income decreased primarily as a result of lower margin, partially offset by lower operating expenses. 

 

Energy Marketing  
  

Energy Marketing is comprised of the Companyôs non-regulated marketing operations, excluding SCANA Energy. Energy 

Marketing operating revenues and net income were as follows: 

  

         Second Quarter       Year to Date    

Millions of dollars         2009     % Change         2008       2009    % Change       2008    

Operating revenues    $   177.9    (58.4  )% $ 427.9    $ 415.9    (47.8 )% $ 796.0    

Net income       2.0    *         0.3       1.9    *        -    

*Greater than 100% 

 

Second Quarter and Year to Date 

 

Operating revenues decreased primarily due to lower natural gas commodity prices.  Net income increased primarily due to 

lower bad debt expense. 
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Other Operating Expenses 
  

Other operating expenses arising from the operating segments previously discussed were as follows: 

  

         Second Quarter       Year to Date    

Millions of dollars         2009     % Change         2008       2009    % Change       2008    

Other operation and maintenance     $ 163.5    (1.9 )% $   166.7    $ 321.9    (6.4 )% $ 344.0    

Depreciation and amortization       82.6    4.7 %     78.9       165.3    4.3 %    158.5    

Other taxes       44.8    3.5 %    43.3       90.0    3.3 %    87.1    

 

Second Quarter 

 

Other operation and maintenance expenses decreased primarily due to lower generating, transmission and distribution 

expense of $2.1 million and $2.5 million due to a Georgia Public Service Commission (GPSC) settlement and related legal costs in 

2008.  Depreciation and amortization expense increased primarily due to net property additions. Other taxes increased primarily 

due to higher property taxes. 

 

Year to Date 

 

Other operation and maintenance expenses decreased due to lower generating, transmission and distribution expense of 

$8.0 million, lower incentive compensation and other benefits of $6.6 million, lower customer service expense of $5.8 million, and 

$2.5 million due to a GPSC settlement and related legal costs in 2008.  Depreciation and amortization expense increased primarily 

due to net property additions. Other taxes increased primarily due to higher property taxes. 

  

Other Income (Expense) 
  

  Other income (expense) includes the results of certain incidental (non-utility) activities and the activities of certain 

non-regulated subsidiaries. Other income (expense) declined in 2009 compared to 2008 primarily due to lower pension income and 

lower interest income. 

 

Pension Expense (Income) 

 

Pension expense (income) was recorded on the Companyôs income statements and balance sheets as follows: 

 

      Second Quarter       Year to Date    

Millions of dollars    2009       2008       2009       2008    

Income Statement Impact:                                     

  Reduction in employee benefit costs $ -    $ (0.1 ) $   (0.1 ) $ (0.2 ) 

  Other income    (0.9 )    (3.6 )      (1.9 )    (7.4 ) 

Balance Sheet Impact:                                     

  Increase (reduction) in capital expenditures    2.2       (0.1 )      4.5       (0.1 ) 

  Component of amount due to Summer Station co-owner    0.6       (0.1 )      1.3       (0.1 ) 

  Regulatory asset    7.8       -       15.6         -    

Total Pension Expense (Income) $ 9.7    $ (3.9 ) $ 19.4    $ (7.8 ) 

 

The Company is recording pension expense in 2009, while it recorded pension income in 2008.  This unfavorable change is 

due to the significant decline in plan asset values during the fourth quarter of 2008 stemming from turmoil in the financial markets. 

However, no contribution to the pension trust will be necessary in or for 2009, nor will limitations on benefit payments apply. 

Additionally, in February 2009, SCE&G was granted accounting orders by the SCPSC under which it will mitigate a significant 

portion of this increased pension expense by deferring as a regulatory asset the amount of pension expense above that which is 

included in current rates for its retail electric and gas distribution regulated operations.  These costs are being deferred until future 

rate filings, at which time the accumulated deferred costs will be addressed prospectively.   

 

Allowance for Funds Used During Construction (AFC) 

  

AFC is a utility accounting practice whereby a portion of the cost of both equity and borrowed funds used to finance 

construction (which is shown on the balance sheet as construction work in progress) is capitalized. The Company includes an equity 

portion of AFC in nonoperating income and a debt portion of AFC in interest charges (credits) as noncash items, both of which have 

the effect of increasing reported net income. AFC increased in 2009 due to the Companyôs various construction projects. 

 



  

  
  

27 

 

Interest Expense 
  

  Interest charges increased primarily due to the additional borrowings described in Note 3 to the condensed consolidated 

financial statements. 

  

Income Taxes 
 

Income tax expense decreased primarily due to lower income before taxes, which excludes the equity allowance for funds 

used during construction, a nontaxable item. 

 

LIQUIDITY AND CAPITAL RESOURCES  
  

Cash requirements for the Companyôs regulated subsidiaries arise primarily from their operational needs, funding their 

construction programs and payment of dividends to SCANA. The ability of the regulated subsidiaries to replace existing plant 

investment, to expand to meet future demand for electricity and gas and to install equipment necessary to comply with 

environmental regulations will depend on their ability to attract the necessary financial capital on reasonable terms. Regulated 

subsidiaries recover the costs of providing services through rates charged to customers. Rates for regulated services are generally 

based on historical costs. As customer growth and inflation occur and these subsidiaries continue their ongoing construction 

programs, rate increases will be sought. The future financial position and results of operations of the regulated subsidiaries will be 

affected by their ability to obtain adequate and timely rate and other regulatory relief, if requested. 

 

           The issuance of various securities by the Company or its regulated subsidiaries, including short- and long-term debt, is 

subject to customary approval or authorization by one or more state or federal regulatory bodies, including state public service 

commissions and the Federal Energy Regulatory Commission (FERC). 

 

In June 2009, SCANA issued $30 million of Floating Rate Senior Notes due June 1, 2034.  This final installment of notes, 

together with notes in the same series previously issued in 2007 and 2008, represents total borrowings in the series of $110 million 

principal amount.  Proceeds from these notes were used to finance capital expenditures and for general corporate purposes.  

 

In March 2009, SCE&G issued $175 million of First Mortgage Bonds bearing an annual interest rate of 6.05% and 

maturing on January 15, 2038.  Proceeds from the sale were used to repay short-term debt and for general corporate purposes. 

 

In January 2009, SCANA closed on the sale of 2.875 million shares of common stock at $35.50 per share.  Proceeds of 

$100.5 million were used to finance capital expenditures, including the construction of new nuclear units, and for general corporate 

purposes. 

 

Each of the rating agencies that rate the Company and its subsidiaries issued downgrades in 2009.  The principal reasons 

stated by the rating agencies for these downgrades were the Companyôs increased debt to finance capital expenditures and the 

overall business risk associated with nuclear generation construction.  The ratings as of August 10, 2009 of SCANA and SCE&G are 

as follows: 

 

SECURITIES RATINGS (As of August 10, 2009) 
  

   SCANA    SCE&G       

Rating 

Agency 

Senior 

Unsecured 

   Senior 

Secured 

Senior 

Unsecured 

Preferred 

Stock 

Commercial 

Paper 

     

Outlook 

Moody's Baa2     A3 Baa1 Baa3 P-2    Negative 

Standard & Poorôs (S&P) BBB     A- BBB+ BBB- A-2    Stable 

Fitch  BBB+    A A- BBB+ F2    Stable 

  

The outlook applies to all ratings provided by the applicable rating agency for SCANA and SCE&G. 
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Securities ratings used by Moody's, S&P and Fitch are as follows: 

  

Long-term (investment grade) Short-term 

Moody's 
(1)

 S&P 
(2)

 Fitch 
(2)

 Moody's S&P Fitch 

Aaa AAA  AAA  Prime-1 (P-1) A-1 F1 

Aa AA AA Prime-2 (P-2) A-2 F2 

A A A Prime-3 (P-3) A-3 F3 

Baa BBB BBB Not Prime B B 

            C C 

            D D 

  
(1)

 Additional Modifiers: 1, 2, 3 (Aa to Baa)   
(2)

 Additional Modifiers: +, - (AA to BBB) 

 

             A security rating should be evaluated independently of other ratings and is not a recommendation to buy, sell or hold 

securities. The assigning rating organization may revise or withdraw its security ratings at any time. 

 

SCE&G and GENCO have obtained FERC authority to issue short-term indebtedness (pursuant to Section 204 of the 

Federal Power Act).  SCE&G may issue up to $700 million of unsecured promissory notes or commercial paper with maturity of one 

year or less, and GENCO may issue up to $100 million of short-term indebtedness.  FERCôs approval expires in February 2010. 

 

At June 30, 2009 and December 31, 2008, SCANA, SCE&G (including Fuel Company) and PSNC Energy had available 

the following lines of credit (LOC), LOC advances, commercial paper, and letter of credit obligations outstanding: 

 

      SCANA SCE&G 
(a) (c)

    PSNC Energy 
(c)

    

      June 30,    December 31,       June 30,       December 31,    June 30, December 31,    

Millions of dollars    2009    2008       2009       2008    2009 2008    

Lines of credit:                                           

  Committed long-term (expire 

     December 2011) 

               

   

      

   

               

   

         

    Total $ 200    $ 200    $ 650    $ 650    $ 250    $ 250    

   LOC advances    15       15       280       285       156       156    

    Weighted average interest rate    .59 %    2.17 %    .51 %    1.61 %    .51 %    1.72 % 

    Outstanding commercial paper 

      (270 or fewer days)     -       -       116       34       20       46    

    Weighted average interest rate    -       -       .73 %    5.69 %    .74 %    6.15 % 

  Letter of credit supported by LOC    3        -       .3        -       -        -    

  Available    182        185       254        331       74        48    

  Uncommitted 
(b)

 (unused):  $ 78    $ 78       -       -       -       -    

 
(a)

        Nuclear and fossil fuel inventories and emission allowances are financed through the issuance by Fuel Company of 

            LOC advances or short-term commercial paper. 
(b)

        SCANA, SCE&G or a combination may use the uncommitted line of credit. 
(c)

 SCE&G, Fuel Company and PSNC Energy may issue commercial paper in the amounts of up to $350 million, 

      $250 million and $250 million, respectively. 

 

The committed long-term facilities are revolving lines of credit under credit agreements with a syndicate of 

banks.  Wachovia Bank, National Association and Bank of America, N.A. each provide 14.3% of the aggregate $1.1 billion credit 

facilities, Branch Banking and Trust Company, UBS Loan Finance LLC, Morgan Stanley Bank, and Credit Suisse, each provide 

10.9%, and The Bank of New York and Mizuho Corporate Bank, Ltd each provide 9.1%.  Four other banks provide the remaining 

9.6%.  These bank credit facilities support the issuance of commercial paper by SCE&G (including Fuel Company) and PSNC 

Energy.  When the commercial paper markets are dislocated (due to either price or availability constraints), the credit facilities are 

available to support the borrowing needs of SCE&G (including Fuel Company) and PSNC Energy. In addition, a portion of the 

credit facilities supports SCANAôs borrowing needs. 

 

Challenging conditions during 2008 tested the Companyôs liquidity and its ability to access short-term funding 

sources.  During this period, all of the banks in the Companyôs revolving credit facilities fully funded draws requested of them.  As 

of June 30, 2009, the Company had drawn approximately $451 million from its $1.1 billion facilities, had approximately $136 

million in commercial paper borrowings outstanding and approximately $390 million in cash and temporary investments.  The 

Company regularly monitors the commercial paper and short-term credit markets to optimize the timing for repayment of the 

outstanding balance on its draws, while maintaining appropriate levels of liquidity. 
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At June 30, 2009, the Company had net available liquidity of approximately $900 million, and the Companyôs revolving 

credit facilities are in place until December 2011.  The Companyôs long-term debt portfolio has a weighted average maturity of 

approximately 13 years and bears an average cost of 5.51%.  Most long-term debt, including facility draws, effectively bears fixed 

interest rates.  To further preserve liquidity, the Company rigorously reviewed its projected capital expenditures and operating costs 

for 2009 and reduced them where possible without impacting safety, reliability, and core customer service. 

 

The Company also obtains cash from SCANAôs stock plans.  Since July 1, 2008, shares of SCANA common stock 

purchased on behalf of participants in SCANAôs Investor Plus Plan and Stock Purchase-Savings Plan have been acquired through 

original issue shares, rather than on the open market.  This provided over $40 million of additional cash during 2008 and is expected 

to provide approximately $80 million annually for 2009 and forward.  Due primarily to new nuclear construction plans, the 

Company anticipates keeping this strategy in place for the foreseeable future. The Company anticipates that its contractual cash 

obligations will be met through internally generated funds, the incurrence of additional short- and long-term indebtedness and sales 

of equity securities. The Company expects, barring further impairment of the capital markets, that it has or can obtain adequate 

sources of financing to meet its projected cash requirements for the foreseeable future, including cash requirements for nuclear 

construction. The Companyôs ratios of earnings to fixed charges for the six and twelve months ended June 30, 2009 were 2.84 

and 2.92, respectively.  

 

ENVIRONMENTAL AND REGULATORY MATTERS  
  

On June 26, 2009, the United States House of Representatives narrowly passed energy legislation that, if it becomes law, 

would mandate significant reduction in greenhouse gas emissions and require electric utilities to generate an increasing percentage 

of their power from renewable sources.  The bill would require, among other things, that greenhouse gas emissions be reduced to 

17% below 2005 levels by 2020, and to 83% below 2005 levels by 2050.  Companies could meet these standards either through 

emission reductions or by obtaining emission allowances (ñCap and Tradeò).  The bill also would impose a renewable electric 

standard (RES) on the total generation of electric utilities beginning at 6% in 2012 and increasing to 20% by 2020.  New nuclear 

generation could be subtracted from the RES total generation baseline calculation, and one quarter of the RES mandate could be met 

through energy efficiency measures.  The United States Senate is considering legislation that would address greenhouse gas 

emissions and would establish an RES.  The Company cannot predict if or when the legislation described above will become law or 

what requirements would be imposed on the Company by such legislation.  The Company expects that any costs incurred to comply 

with such legislation would be recoverable through rates. 

 

On April 17, 2009 the EPA issued a proposed finding that atmospheric concentrations of greenhouse gasses endanger 

public health and welfare within the meaning of Section 202(a) of the Clean Air Act. The proposed finding, if finalized, would 

enable the EPA to regulate greenhouse gas emissions under the Clean Air Act.  The comment period on the proposed finding ended 

on June 23, 2009. The Company cannot predict when the EPA will issue regulations related to greenhouse gas emissions, if at all, or 

what such regulations would require. The Company expects that any costs incurred to comply with greenhouse gas emission 

requirements will be recoverable through rates. 

 

With the pervasive emergence of concern over the issue of global warming as a significant influence upon the economy, 

SCANA, SCE&G and GENCO are subject to certain climate-related financial risks, including those involving regulatory 

requirements responsive to greenhouse gas emissions, as well as those involving physical impacts which could arise from global 

warming.  Certain other business and financial risks arising from such climate change could also arise.  The Company cannot 

predict all of the climate-related regulatory and physical risks nor the related consequences which might impact the Company, and 

the following discussion should not be considered all-inclusive. 

 

From a regulatory perspective, SCANA, SCE&G and GENCO continually monitor and evaluate their current and projected 

emission levels and strive to comply with all state and federal regulations regarding those emissions.  SCE&G and GENCO 

participate in the sulfur dioxide and nitrogen oxide emissions allowance programs with respect to coal plant emissions and also have 

undertaken to construct additional pollution control equipment at several larger coal-fired electric generating plants. Further, 

SCE&G has announced plans to construct two new nuclear generating plants which are expected to significantly reduce greenhouse 

gas emission levels once they are completed and dispatched, displacing some of the current coal-fired generation sources. 

 

See also the discussion of the court action which vacated the CAIR rules (Note 7B to the condensed consolidated financial 

statements).  Even though those rules have been set aside, the Company has continued with its scrubber and selective catalytic 

reactor (SCR) construction projects with the expectation that new rules will be forthcoming and on the premise that, even in the 

absence of such rules, the reduction of emissions to be realized upon completion of those projects is desirable.  The significant 

capital and other costs of these projects are disclosed in the Environmental Matters section of Managementôs Discussion and 

Analysis of Financial Condition and Results of Operations in the Companyôs 2008 Form 10-K. 

 

Physical effects associated with climate changes could include the impact of possible changes in weather patterns, such as 

storm frequency and intensity, and the resultant potential damage to the Companyôs electric system in the event of such storms, the 

impact of and the resultant property damage, changes in sea-level, as well as impacts on employees and on the Companyôs supply 
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chain and many others.  SCANA and SCE&G serve certain of the coastal areas of South Carolina, and much of their service territory 

is subject to the damaging effects of Atlantic and Gulf coast hurricanes and also to the damaging impact of winter ice storms.  To 

help mitigate the financial risks arising from these potential occurrences, SCE&G maintains insurance on certain properties and also 

accumulates funds from customers in a storm damage reserve (see Note 1 to the condensed consolidated financial statements).  As 

part of its ongoing operations, SCANA and SCE&G maintain emergency response and storm preparation plans and teams, and 

applicable personnel participate in ongoing training and related simulations in advance of such storms, all in order to allow the 

Company to protect its assets and to return its systems to normal reliable operation in a timely fashion following any such event. 

 

OTHER MATTERS  
 

Off-Balance Sheet Transactions 

  

Although SCANA invests in securities and business ventures, it does not hold investments in unconsolidated special 

purpose entities such as those described in SFAS 140, ñAccounting for Transfers and Servicing of Financial Assets and 

Extinguishments of Liabilities,ò (ASC 860, Transfers and Servicing) or as described in FIN 46(R), ñConsolidation of Variable 

Interest Entitiesò (ASC 810-10, Consolidation).  SCANA does not engage in off-balance sheet financing or similar transactions, 

although it is party to incidental operating leases in the normal course of business, generally for office space, furniture, equipment 

and rail cars. 

 

Environmental Matters; Claims and Litigation 

 

See Notes 7B and 7C to the condensed consolidated financial statements for additional information related to 

environmental matters and claims and litigation. 

 

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK  
  

Interest Rate Risk - The Companyôs market risk exposures relative to interest rate risk have not changed materially 

compared with the Companyôs Annual Report on Form 10-K for the year ended December 31, 2008.  Interest rates on the 

Companyôs outstanding debt are fixed either through the issuance of fixed rate debt or through the use of interest rate 

derivatives.  The Company is not aware of any facts or circumstances that would significantly affect exposures on existing 

indebtedness in the near future.  For further discussion of changes in long-term debt, see ITEM 2. MANAGEMENTôS 

DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS ï LIQUIDITY AND 

CAPITAL RESOURCES and also Note 3 of the condensed consolidated financial statements. 

 

Commodity price risk - The Company uses derivative instruments to hedge forward purchases and sales of natural gas, 

which create market risks of different types. See Note 5 to the condensed consolidated financial statements.  The following tables 

provide information about the Companyôs financial instruments that are sensitive to changes in natural gas prices. Weighted average 

settlement prices are per 10,000 dekatherms. Fair value represents quoted market prices for these or similar instruments. 

 

  

Expected Maturity:                         

      Futures Contracts       Options 

            Purchased Call Purchased Put Sold Put Sold Call 

2009 Long         2009 (Long) (Short) (Long) (Short) 

Settlement Price 
(a)

  4.34       Strike Price 
(a)

 7.78 6.10 6.10 9.24 

Contract Amount 
(b)

  14.4       Contract Amount 
(b)

 33.1 1.3 1.3 2.4 

Fair Value 
(b)

  9.0       Fair Value 
(b)

 0.9 0.4 (0.4) - 

                           

2010            2010              

Settlement Price 
(a)

 5.84       Strike Price 
(a)

 7.62 5.40 5.40 9.59 

Contract Amount 
(b)

  3.6       Contract Amount 
(b)

 45.6 1.7 1.7 4.3 

Fair Value 
(b)

  3.4       Fair Value 
(b)

 2.2 0.2 (0.2) (0.1) 

                           
(a)

 Weighted average, in dollars                     
(b)

 Millions of dollars                   
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Swaps 2009 2010 2011 2012 2013 

Commodity Swaps:                

Pay fixed/receive variable 
(b)

   76.1   65.5   12.1    4.8    3.7 

Average pay rate 
(a)

 7.032 6.728 7.388 7.708 7.845 

Average received rate 
(a)

 4.550 5.960 6.952 7.170 7.308 

Fair value 
(b)

   49.3   58.0   11.4    4.5    3.4 

                  

                  

Pay variable/receive fixed 
(b)

   13.2  21.0    4.3    0.7 - 

Average pay rate 
(a)

 4.488 5.961 7.010 7.101 - 

Average received rate 
(a)

 5.829 6.330 7.084 7.509 - 

Fair value 
(b)

  17.1  22.3    4.4    0.8 - 

                  

  

Basis Swaps: 

               

Pay fixed/receive variable 
(b)

   46.2   36.6    5.4    3.4    3.5 

Average pay rate 
(a)

 4.411 6.010 7.054 7.260 7.398 

Average received rate 
(a)

 4.367 5.930 6.939 7.155 7.306 

Fair value 
(b)

   45.7   36.1    5.3    3.4    3.4 

                  
(a)

 Weighted average, in dollars                 
(b)

 Millions of dollars                

  

ITEM 4.  CONTROLS AND PROCEDURES 
  

As of June 30, 2009, SCANA Corporation (SCANA) conducted an evaluation under the supervision and with the 

participation of its management, including its Chief Executive Officer (CEO) and Chief Financial Officer (CFO), of (a) the 

effectiveness of the design and operation of its disclosure controls and procedures and (b) any change in its internal control over 

financial reporting. Based on this evaluation, the CEO and CFO concluded that, as of June 30, 2009, SCANAôs disclosure controls 

and procedures were effective. There has been no change in SCANAôs internal control over financial reporting during the quarter 

ended June 30, 2009 that has materially affected or is reasonably likely to materially affect SCANAôs internal control over financial 

reporting. 

 

 

 



  

  
  

32 

 

 

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

SOUTH CAROLINA ELECTRIC & GAS COMPANY  

FINANCIAL SECTION  
  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

 

 

 



  

  
  

33 

 

 

 

  

ITEM 1. FINANCIAL STATEMENTS  
  

SOUTH CAROLINA ELECTRIC & GAS COMPANY 

CONDENSED CONSOLIDATED BALANCE SHEETS 

(Unaudited) 

  

      June 30,    December 31,    

Millions of dollars    2009    2008    

Assets                      

                        

Utility Plant In Service    $ 9,089    $ 8,918    

Accumulated Depreciation and Amortization       (2,878 )    (2,794 ) 

Construction Work in Progress       925       704    

Nuclear Fuel, Net of Accumulated Amortization       100       77    

Utility Plant, Net       7,236       6,905    

                        

Nonutility Property and Investments:                      

  Nonutility property, net of accumulated depreciation       48       46    

  Assets held in trust, net - nuclear decommissioning       59       54    

  Nonutility Property and Investments, Net       107       100    

                        

Current Assets:                      

  Cash and cash equivalents       172       119    

  Receivables, net of allowance for uncollectible accounts of $3 and $3           399       483    

  Receivables - affiliated companies       -       23    

  Inventories (at average cost):                      

    Fuel and gas supply       196       172    

    Materials and supplies       99       100    

    Emission allowances       13       15    

  Prepayments and other       92       155    

  Total Current Assets       971       1,067    

                        

Deferred Debits and Other Assets:                      

  Regulatory assets       963       854    

  Other       134       126    

  Total Deferred Debits and Other Assets       1,097       980    

Total    $ 9,411    $ 9,052    

  

  

 

 

 



  

  
  

34 

 

 

  

      June 30,     December 31,    

Millions of dollars    2009    2008    

Capitalization and Liabilities                      

                        

Common equity    $ 2,921    $ 2,704    

Noncontrolling interest       96       95    

  Total Equity       3,017       2,799    

Preferred Stock, net (Not subject to purchase or sinking funds)       106       106    

Preferred Stock, net (Subject to purchase or sinking funds)       7       7    

Long-Term Debt, net       3,195       3,033    

Total Capitalization       6,325       5,945    

                        

Current Liabilities:                      

  Short-term borrowings       116       34    

  Current portion of long-term debt       20       140    

  Accounts Payable       225       187    

  Affiliated Payables       79       80    

  Customer deposits and customer prepayments       47       56    

  Taxes accrued       81       120    

  Interest accrued       50       50    

  Dividends declared       45       44    

  Derivative liabilities       8       55    

  Other       29       28    

  Total Current Liabilities       700       794    

                        

Deferred Credits and Other Liabilities:                      

  Deferred income taxes, net       916       890    

  Deferred investment tax credits       102       102    

  Asset retirement obligations       448       437    

  Due to parent - postretirement and other benefits       239       236    

  Regulatory liabilities       648       608    

  Other       33       40    

  Total Deferred Credits and Other Liabilities       2,386       2,313    

  

Commitments and Contingencies (Note 7) 

   

   -       -    

 Total    $ 9,411    $ 9,052    

  

See Notes to Condensed Consolidated Financial Statements. 
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SOUTH CAROLINA ELECTRIC & GAS COMPANY 

CONDENSED CONSOLIDATED STATEMENTS OF INCOME 

(Unaudited) 

  

         Three Months Ended       Six Months Ended    

         June 30,       June 30,    

Mil lions of dollars       2009       2008       2009       2008    

Operating Revenues:                                        

  Electric    $ 524    $ 579    $ 1,024    $ 1,070    

  Gas         72         119       229       321    

  Total Operating Revenues       596          698       1,253       1,391    

                                          

Operating Expenses:                                        

  Fuel used in electric generation       191          227       377       404    

  Purchased power       3          16       8       21    

  Gas purchased for resale       48          96       153       245    

  Other operation and maintenance       126          125       250       254    

  Depreciation and amortization       68          68       135       136    

  Other taxes       41          39       82       80    

  Total Operating Expenses       477          571       1,005       1,140    

                                          

Operating Income         119         127       248       251    

                                          

Other Income (Expense):                                        

  Other income       4        8        6       15    

  Other expenses       (3 )    (4 )    (6 )    (7 ) 

  Interest charges, net of allowance for borrowed funds                                        

     used during construction of $6, $4, $11 and $7       (38 )     (35 )     (78 )     (71 )  

  Allowance for equity funds used during construction       7        1        14       4    

Total Other Expense       (30 )       (30 )    (64 )     (59 )  

                                          

Income Before Income Tax Expense and Preferred Stock Dividends       89        97        184       192    

Income Tax Expense       28        35        60       68    

                                          

Net Income       61        62        124       124    

Less Net Income Attributable to Noncontrolling Interest       2        2        3       5    

                                          

Net Income Attributable to SCE&G       59        60        121       119    

Preferred Stock Cash Dividends Declared       2        2        4       4    

                                          

Earnings Available for Common Shareholder    $ 57    $ 58    $ 117    $ 115    

                                          

Dividends Declared on Common Stock    $ 43    $ 41    $ 84    $ 82    

                                          

See Notes to Condensed Consolidated Financial Statements.                                        
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SOUTH CAROLINA ELECTRIC & GAS COMPANY 

 CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Unaudited) 

  

      Six Months Ended    

      June 30,    

Millions of dollars       2009       2008    

Cash Flows From Operating Activities:                      

  Net income    $ 124    $ 124    

  Adjustments to Reconcile Net Income to Net Cash Provided From Operating Activities:                      

    Deferred income taxes, net       30       36    

    Depreciation and amortization       144       136    

    Amortization of nuclear fuel       11       5    

    Allowance for equity funds used during construction       (14 )    (4 ) 

    Carrying cost recovery       (3 )    (3 ) 

   Changes in certain assets and liabilities:                      

      Receivables       77       (11 ) 

      Inventories       (43 )    14    

      Prepayments       48       (53 ) 

      Due to (from) parent - pension and other postretirement benefits       (3 )    (13 ) 

      Other regulatory assets       (110 )    (55 ) 

      Regulatory liabilities       20       41    

      Accounts payable       (3 )    7    

      Taxes accrued       (39 )    (37 ) 

      Interest accrued       -       10    

   Changes in other assets       (23 )    2    

   Changes in other liabilities       (54 )    (10 ) 

 Net Cash Provided From Operating Activities       162       189    

 Cash Flows From Investing Activities:                      

 Utility property additions and construction expenditures       (370 )    (375 ) 

 Non-utility property additions       (2 )    (2 ) 

 Proceeds from sale of assets and investments       15       1    

 Short-term investments - affiliate       18       13    

 Investments       (1 )    -    

 Net Cash Used For Investing Activities       (340 )    (363 ) 

 Cash Flows From Financing Activities:                      

  Proceeds from issuance of long-term debt       176       420    

  Repayment of debt       (132 )    (8 ) 

  Dividends       (87 )    (78 ) 

  Contribution from parent       180       12    

  Short-term borrowings - affiliate, net       12       40    

  Short-term borrowings, net       82       (234 ) 

  Net Cash Provided From Financing Activities       231       152    

Net Increase (Decrease) In Cash and Cash Equivalents       53       (22 ) 

Cash and Cash Equivalents, January 1       119       41    

Cash and Cash Equivalents, June 30    $ 172    $ 19    

 Supplemental Cash Flow Information:                      

  Cash paid for - Interest (net of capitalized interest of $11 and $7)    $ 75    $ 55    

                        - Income taxes       (2 )    16    

  

 Noncash Investing and Financing Activities: 

   

                  

  Accrued construction expenditures       111       41    

  

 See Notes to Condensed Consolidated Financial Statements. 
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SOUTH CAROLINA ELECTRIC & GAS COMPANY    

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME    

(Unaudited)    

            

   Three Months Ended Six Months Ended    

   June 30, June 30,    

Millions of dollars    2009      2008    2009    2008       

Net Income    $   61    $ 62    $ 124    $ 124       

Other Comprehensive Income (Loss), net of tax:                                           

  Reclassified to net income:                                           

     Amortization of deferred employee benefit plan costs, net of taxes       1        -        2       -       

Total Comprehensive Income       62            62       126       124       

Less Comprehensive Income Attributable to Noncontrolling Interest       (4 )    (4 )    (7 )    (9 )    

Comprehensive Income Available to Common Shareholder 
(1)

     $ 58    $   58    $ 119    $ 115       

   
(1)

  Accumulated other comprehensive loss totaled $44.4 million as of June 30, 2009 and $46.2 million as 

       of December 31, 2008. 

   

See Notes to Condensed Consolidated Financial Statements.  
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SOUTH CAROLINA ELECTRIC & GAS COMPANY 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

June 30, 2009 

(Unaudited) 

  

            The following notes should be read in conjunction with the Notes to Consolidated Financial Statements appearing in South 

Carolina Electric & Gas Companyôs (SCE&G, and together with its consolidated affiliates, the Company) Annual Report on Form 

10-K for the year ended December 31, 2008. These are interim financial statements, and due to the seasonality of the Companyôs 

business and matters that may occur during the rest of the year, the amounts reported in the Condensed Consolidated Statements of 

Income are not necessarily indicative of amounts expected for the full year. In the opinion of management, the information furnished 

herein reflects all adjustments, all of a normal recurring nature, which are necessary for a fair statement of the results for the interim 

periods reported. 

  

On July 1, 2009 the Financial Accounting Standards Board (FASB) Accounting Standards Codification (the Codification 

or ASC) became the single source of authoritative accounting principles generally accepted in the United States (GAAP). 

Throughout these notes, new references to ASC are presented parenthetically along with references to pre-Codification GAAP. 

 

1.        SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

  

A.       Variable Interest Entity 

  

FASB Interpretation (FIN) 46 (Revised 2003), ñConsolidation of Variable Interest Entitiesò (ASC 810-10, Consolidation), 

requires an enterpriseôs consolidated financial statements to include entities in which the enterprise has a controlling financial 

interest. SCE&G has determined that it has a controlling financial interest in South Carolina Generating Company, Inc. (GENCO) 

and South Carolina Fuel Company, Inc. (Fuel Company), and accordingly, the accompanying condensed consolidated financial 

statements include the accounts of SCE&G, GENCO and Fuel Company. The equity interests in GENCO and Fuel Company are 

held solely by SCANA Corporation (SCANA), the Companyôs parent. Accordingly, GENCOôs and Fuel Companyôs equity and 

results of operations are reflected as noncontrolling interest in the Companyôs condensed consolidated financial statements. 

  

GENCO owns a coal-fired electric generating station with a 615 megawatt net generating capacity (summer rating). 

GENCOôs electricity is sold solely to SCE&G under the terms of power purchase and related operating agreements. Fuel Company 

acquires, owns and provides financing for SCE&Gôs nuclear fuel, fossil fuel and emission allowances. The effects of these 

transactions are eliminated in consolidation. Substantially all of GENCOôs property (carrying value of $472 million) serves as 

collateral for its long-term borrowings. 

  

B.       Basis of Accounting 

  

The Company has significant cost-based, rate-regulated operations and recognizes in its financial statements certain 

revenues and expenses in different time periods than do enterprises that are not rate-regulated. As a result, the Company has 

recorded regulatory assets and regulatory liabilities, summarized as follows. 

  

      June 30,       December 31,    

Millions of dollars    2009       2008    

Regulatory Assets:                   

Accumulated deferred income taxes    $ 166       $ 166    

Under collections ï electric fuel adjustment clause       75          -    

Environmental remediation costs       20          19    

Asset retirement obligations and related funding       260          250    

Franchise agreements       48          50    

Deferred employee benefit plan costs       330          325    

Other       64          44    

Total Regulatory Assets    $ 963       $ 854    

 

Regulatory Liabilities:                   

Accumulated deferred income taxes    $ 29       $ 30    

Other asset removal costs       522          503    

Storm damage reserve       50          48    

Planned major maintenance       15          11    

Other       32          16    

Total Regulatory Liabilities    $ 648       $ 608    

  Accumulated deferred income tax liabilities arising from utility operations that have not been included in customer rates are 
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recorded as a regulatory asset.  Accumulated deferred income tax assets arising from deferred investment tax credits are recorded as 

a regulatory liability. 

  

Under-collections - electric fuel adjustment clause represent amounts due from customers pursuant to the fuel adjustment 

clause as approved by the Public Service Commission of South Carolina (SCPSC) during annual hearings which are expected to be 

recovered in retail electric rates during the period July 2010 through April 2012.  As a part of a settlement agreement approved by 

the SCPSC in April 2009, SCE&G is allowed to collect interest on the deferred balance during the recovery period. 

  

Environmental remediation costs represent costs associated with the assessment and clean-up of manufactured gas plant 

(MGP) sites currently or formerly owned by SCE&G. Costs incurred by SCE&G at such sites are being recovered through 

rates.  SCE&G is authorized to amortize $1.4 million of these costs annually. 

  

Asset retirement obligations (ARO) and related funding represents the regulatory asset associated with the legal obligation 

to decommission and dismantle V. C. Summer Nuclear Station (Summer Station) and conditional AROs recorded as required by 

Statement of Financial Accounting Standards (SFAS) 143, ñAccounting for Asset Retirement Obligationsò (ASC 410, Asset 

Retirement and Environmental Obligations), and FIN 47, ñAccounting for Conditional Asset Retirement Obligationsò (ASC 410-20, 

Asset Retirement Obligations). 

  

Franchise agreements represent costs associated with electric and gas franchise agreements with the cities of Charleston 

and Columbia, South Carolina. Based on the SCPSC order, SCE&G began amortizing these amounts through cost of service rates in 

February 2003 over approximately 20 years. 

  

Deferred employee benefit plan costs represent amounts of pension and other postretirement benefit costs which were 

accrued as liabilities under the provisions of SFAS 158, ñEmployersô Accounting for Defined Benefit Pension and Other 

Postretirement Plansò(ASC 715, Compensation-Retirement Benefits), and the costs deferred pursuant to specific regulatory 

orders, but which are expected to be recovered through utility rates. 

  

Other asset removal costs represent net collections through depreciation rates of estimated costs to be incurred for the 

removal of assets in the future. 

  

The storm damage reserve represents an SCPSC-approved collection through SCE&G electric rates, capped at 

$100 million, which can be applied to offset incremental storm damage costs in excess of $2.5 million in a calendar year, certain 

transmission and distribution insurance premiums and certain tree trimming expenditures in excess of amounts included in base 

rates.  SCE&G applied $1.4 million of costs during each of the six months ended June 30, 2009 and 2008 to the reserve. 

  

Planned major maintenance related to certain fossil hydro turbine/generation equipment and nuclear refueling outages is 

accrued in advance of the time the costs are incurred, as approved through specific SCPSC orders. SCE&G collects $8.5 million 

annually over an eight-year period, beginning in January 2005, through electric rates to offset turbine maintenance 

expenditures.  Nuclear refueling charges are accrued during each 18-month refueling outage cycle as a component of cost of 

service. 

 

The SCPSC or the United States Federal Energy Regulatory Commission (FERC) have reviewed and approved through 

specific orders most of the items shown as regulatory assets. Other regulatory assets include certain costs which have not been 

approved for recovery by the SCPSC or by FERC. In recording these costs as regulatory assets, management believes the costs will 

be allowable under existing rate-making concepts that are embodied in rate orders received by the Company.  In addition, the 

Company has deferred in utility plant in service approximately $72.6 million of unrecovered costs related to the Lake Murray 

backup dam project and $70.0 million of costs related to the installation of selective catalytic reactor (SCR) technology at its Cope 

Station generating facility. See Note 7B. These costs are not currently being recovered, but are expected to be recovered through 

rates in future periods. In the future, as a result of deregulation or other changes in the regulatory environment, the Company may no 

longer meet the criteria for continued application of SFAS 71, ñAccounting for the Effects of Certain Types of Regulationò (ASC 

980, Regulated Operations), and could be required to write off its regulatory assets and liabilities.  Such an event could have a 

material adverse effect on the Companyôs results of operations, liquidity or financial position in the period the write-off would be 

recorded.  

 

C.       Affiliated Transactions 

  

Carolina Gas Transmission Corporation (CGTC) transports natural gas to the Company to supply certain electric 

generation requirements and to serve SCE&Gôs retail gas customers.  SCE&G had approximately $2.4 million payable to CGTC for 

transportation services at June 30, 2009 and approximately $0.7 million in receivables, related to certain transportation refunds, at 

December 31, 2008.  
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The Company participates in a utility money pool.  Money pool borrowings and investments bear interest at short-term 

market rates.  Total interest expense on money pool borrowings was not significant for the three and six months ended June 30, 

2009.  Total interest expense was $1.1 million and $2.0 million for the three and six months ended June 30, 2008, respectively.  At 

each of June 30, 2009 and December 31, 2008, the Company owed an affiliate $21.3 million and had a net receivable of $9.1 million, 

respectively. 

 

Total interest income from investments with affiliated companies for the three and six months ended June 30, 2009 and 

2008 was not significant. 

 

          SCE&G purchases natural gas and related pipeline capacity from SCANA Energy Marketing, Inc. (SEMI) to supply its Jasper 

County Electric Generating Station and to serve its retail gas customers. Such purchases totaled approximately $36.9 million and 

$78.9 million for the three and six months ended June 30, 2009, respectively, and $97.8 million and $167.6 million for the 

corresponding periods in 2008.  SCE&Gôs payables to SEMI for such purposes were $13.8 million at June 30, 2009 and 

$11.1 million at December 31, 2008. 

 

D.       Pension and Other Postretirement Benefit Plans 

  

The Company participates in SCANAôs noncontributory defined benefit pension plan, which covers substantially all 

permanent employees, and also participates in SCANAôs unfunded postretirement health care and life insurance programs, which 

provide benefits to active and retired employees.  The Companyôs net periodic benefit cost for the pension plan was $8.4 million and 

$16.7 million for the three and six months ended June 30, 2009, respectively, including deferred amounts (see below), and the 

Companyôs net periodic benefit income from the pension plan was $4.5 million and $9.1 million for the three and six months ended 

June 30, 2008, respectively.  Net periodic benefit cost for the postretirement plan was $3.3 million and $6.7 million for the three and 

six months ended June 30, 2009, respectively, and was $3.4 million and $6.7 million for the corresponding periods in 2008. 

  

 In February 2009, SCE&G was granted accounting orders by the SCPSC to allow the deferral until future rate filings of 

pension expense related to its utility operations above that which is included in current rates.  At June 30, 2009, these deferred costs 

totaled $15.6 million. 

 

E.        New Accounting Matters 

 

SFAS 167, ñAmendment to FASB Interpretation No. 46(R),ò (ASC 810-10, Consolidation) was issued in June 2009 and 

requires an enterprise to perform an analysis to determine whether it has a controlling financial interest in a variable interest 

entity.  SFAS 167 is effective for fiscal years beginning after November 15, 2009.  The Company has not determined what impact, if 

any, the adoption will have on the Companyôs results of operations, cash flows or financial position. 

 

The Company adopted SFAS 165, ñSubsequent Eventsò (ASC 855, Subsequent Events), effective June 30, 2009.  SFAS 

165 makes the Companyôs management responsible for subsequent-events accounting and disclosure.  The adoption of SFAS 165 

did not impact the Companyôs results of operations, cash flows or financial position.  See Note 1H for the required disclosure. 

 

The Company adopted FASB Staff Position FAS 107-b and APB 28-a, ñInterim Disclosures about Fair Value of Financial 

Instrumentsò (ASC 820, Fair Value Measurements and Disclosures), effective June 30, 2009.  This FASB Staff Position amended 

SFAS 107, ñFair Value of Financial Instruments,ò to require certain disclosures related to fair value in interim financial 

statements.  See Note 6 for the required disclosure. 

 

 The Company adopted SFAS 161, ñDisclosures about Derivative Instruments and Hedging Activitiesò (ASC 815, 

Derivatives and Hedging), in the first quarter of 2009.  SFAS 161 requires enhanced disclosures about an entityôs derivative and 

hedging activities to include how derivative instruments are accounted for and the effect of such activities on the entityôs financial 

statements.  The initial adoption of SFAS 161 did not impact the Companyôs results of operations, cash flows or financial 

position.  See Note 5 for the required disclosure. 

  

The Company adopted SFAS 160, ñNoncontrolling Interests in Consolidated Financial Statementsò (ASC 810, 

Consolidation), in the first quarter of 2009.  SFAS 160 requires entities to report noncontrolling (minority) interests in subsidiaries 

as equity.  The adoption of SFAS 160 did not have a material impact on the Companyôs financial condition, results of operations or 

cash flows. However, it did impact the presentation and disclosure of capitalization and noncontrolling (minority) interests in the 

Companyôs consolidated financial statements. As a result of the retrospective presentation and disclosure requirements of SFAS 

160, the Company will be required to reflect the change in presentation and disclosure for all periods presented in future filings. 
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The principal effect on the prior year balance sheets related to the adoption of SFAS 160 and correction of the presentation 

of the preferred stock not subject to purchase or sinking funds (described in Note 1F) is summarized as follows: 

 

   December 31, 

Millions of dollars 2008 2007 

Total Shareholdersô Investment, as previously reported $2,810 $2,728 

Increase for SFAS 160 reclassification of noncontrolling interest 95 89 

Decrease for presentation of preferred stock (not subject to purchase or 

  sinking funds) as temporary equity 

  

(106) 

  

(106) 

Total Equity, as adjusted $2,799 $2,711 

 

Additionally, the adoption of SFAS 160 had the effect of reclassifying earnings attributable to non-controlling interest in 

the consolidated statement of operations from other income and expense to separate line items.  SFAS 160 also requires that net 

income be adjusted to include the net income attributable to the non-controlling interest, and a new separate caption for net income 

attributable to common shareholders be presented in the consolidated statement of earnings. Thus, after adoption of SFAS 160 net 

income will increase by $9 million, $7 million and $7 million for the years 2008, 2007 and 2006, respectively, and net income 

attributable to SCE&G will be equal to net income as previously reported prior to the adoption of SFAS 160. 

   

The Company adopted SFAS 141(R), ñBusiness Combinationsò (ASC 805, Business Combinations), in the first quarter of 

2009.   SFAS 141(R) requires the acquiring entity in a business combination to recognize the assets acquired and the liabilities 

assumed at their fair values at the acquisition date.  SFAS 141(R) also requires the acquirer to disclose all of the information needed 

to evaluate and understand the nature and financial effect of the business combination.  The initial adoption of SFAS 141(R) did not 

impact the Companyôs results of operations, cash flows or financial position. 

 

F.        Preferred stock 

 

SCE&G has corrected the presentation of the preferred stock not subject to purchase or sinking funds to present these 

preferred securities in a manner consistent with temporary equity.  Although the effects are not material to previously issued balance 

sheets, the presentation of these amounts has been corrected as of December 31, 2008 by presenting these $106 million of preferred 

securities separately from common equity. This change had no impact on income or on cash flows for any period presented. 

 

G.       Income and Other Taxes 

  

No material changes in the status of the Company tax positions have occurred during the six months ended June 30, 2009. 

  

H.       Subsequent Events 

 

The Company has evaluated subsequent events through August 10, 2009, which is the date these financial statements were 

issued. 

 

2.         RATE AND OTHER REGULATORY MATTERS 

 

 Electric 

  

SCE&Gôs rates are established using a cost of fuel component approved by the SCPSC which may be adjusted periodically 

to reflect changes in the price of fuel purchased by SCE&G.  On April 22, 2009 the SCPSC approved a settlement agreement 

between SCE&G, the South Carolina Office of Regulatory Staff (ORS) and others authorizing SCE&G to increase the fuel cost 

portion of its electric rates, effective with the first billing cycle of May 2009. As a part of the settlement, SCE&G agreed to spread 

the recovery of undercollected fuel costs over a three year period, as further described in Note 1A. Due to the extended recovery 

period, SCE&G is allowed to collect interest on the deferred balance. 

 

     In February 2009 the SCPSC approved SCE&Gôs combined application pursuant to the Base Load Review Act (the 

BLRA), seeking a certificate of environmental compatibility and public convenience and necessity and for a base load review order, 

relating to proposed construction by SCE&G and South Carolina Public Service Authority (Santee Cooper) to build and operate two 

new nuclear generating units at Summer Station.  Under the BLRA, the SCPSC conducted a full pre-construction prudency review 

of the  

  




